

Reference in Parenthesis at the end of explanation of each terminology:

G 

General - Applicable to All Classes/ General in Nature
Gen

General Insurance including Casualty & Accident Insurance
H

Health Insurance

LI
     Life Insurance
RI

Reinsurance


Ab initio

Latin for from the beginning. Insurance policies are void or voidable ‘ab initio’ i.e. from the beginning, if there is a breach precedent to policy. (G)
Abandonment.
Intentional, voluntary relinquishment of property or of a legal right, usually because the cost of salvaging & recovery of that property or of protecting that right would be greater than its value once recovered or protected. (G)

Aboard.

On board; on, in or into a ship/ aeroplane etc. (Gen)
Absolute Assignment. 

Assignment by a policy owner of all control of and rights in the policy to a third party. (Gen/LI)

Acceptance.

Act of assenting to an offer to create a contract. (G)

Accessory (Motor)

Generally those parts which are directly supplied by the manufacturer along with the car, but which are not essential for the running of the motor vehicle, are considered Accessories. (Gen)
Accident. 

An event that results in an insured loss. For an event to be understood as Accident in terms of the policy three important parameters are to be present – External, Sudden and fortuitous.  In some lines of insurance, such as Liability, it is distinguished from accident in that the loss does not have to be sudden and fortuitous and can result from continuous or repeated exposure which results in bodily injury or property damage neither expected nor intended by the insured.  (G)

Accident and Liability Insurance.

This class of Insurance including the following:

a) Personal Accident Insurance.

b) Work Related Insurance.

c) Employer’s Liability Insurance.

d) Third Party Liability Insurance.

e) General Liability Insurance.

f) Product Liability Insurance.

g) Medical liability Insurance.

h) Professional Liability Insurance.

I) Theft and Burglary Insurance.

j) Fidelity Insurance.

k) Safe Burglary Insurance inside the premises and in transit.

l) Any other Liability Insurance (Gen)
Accident Frequency. 

The rate of the occurrence of accidents, often expressed in terms of the number of accidents over a period of time. It is one method used for measuring the effectiveness of loss prevention services. Contrast with Accident Severity. (G)

Accident Prevention. 

See Loss Prevention Service. (G)

Accident Severity. 

A measure of the severity or seriousness of losses, rather than the number of losses. It is measured in terms of time lost from work rather than the number of individual accidents. It is another way of measuring the effectiveness of loss prevention services. Contrast with Accident Frequency. (G)

Accident Year Experience. 
Measures premiums and losses relating to accidents which occurred during a 12-month period. (G)

Accidental Bodily Injury. 

An injury sustained accidentally. Only the result need be accidental. Contrast with Accidental Means. (G)

Accidental Death.

An insured event under a personal accident insurance it is ‘death caused by violent, accidental, external and visible means which shall solely and independently of any other cause result in death’. (Gen)

Accidental Death Benefit 

In a ‘Protection & Savings’ insurance policy, benefit in addition to the death benefit paid to the beneficiary, should death occur due to an accident. There can be certain exclusions as well as time and age limits. (LI)

Accidental Means. 

Unexpected or un-designed cause of an accidental bodily injury due to external means. Under a definition of accidental means, the mishap itself must be accidental, not just the resulting injury. An example would be an individual chopping wood: If the axe slipped out of his hand and cut his foot, it would have been accidental means. However, if his finger got in the way of the axe, it would not have been. (G)

Accommodation Line. 

Business accepted from an agent or broker which would normally be rejected according to strict underwriting standards but which is accepted because of the overall profitability of the agent's or customer's other business. As an example, an insurer might accept coverage on property that would not normally meet its underwriting standards, if the other lines of insurance which it carries for the customer were profitable. (G)

Accord and Satisfaction.

A claim that has been settled and a binding discharge is obtained, in which case it cannot be reopened. (G)
Account Current. 

A monthly financial statement provided to an agent by an insurer showing premiums written, cancellations, endorsements, and commissions. (G)
Accreditation.

The process of registering an applicant by a duly constituted authority. (G)

Accumulation.

1. The accumulation risk arises when a large number of individual risks are so situated, e.g. within a given location, that a single occurrence, such as a flood may affect many or all the risks.

2. In Protection & savings insurance the term is used to reflect the increase in value and therefore, subsequent benefits available under with profits policies as the life of the policy progresses & investment income accrues. (Gen/ LI)

Acquisition Cost. 

The expenses incurred by an insurer or reinsurance company that are directly related to putting the business on the books of the company. The largest portion of this cost is usually the agent's or sales representative's commission or bonus. (G)
Act of God. 

An event arising out of natural causes with no human intervention which could not have been prevented by reasonable care or foresight. Examples are floods, lightning, and earthquakes. (G) 
Actio personalis moritur cum persona.

‘A personal action dies with the person’ meaning that at common law a right of action in tort ceases with the death of the claimant or defendant. However, Liability insurers grant an indemnity to a deceased insured’s legal representatives. (Gen)
Activities of Daily Living (ADL).
Bathing, preparing and eating meals, moving from room to room, getting into and out of beds or chairs, dressing, using a toilet. ADLs are the basis for assessing claims under long term care insurances and similar disability contracts. (Gen/LI)
Actual Cash Value. 

An amount equivalent to the replacement cost of lost or damaged property at the time of the loss, less depreciation & obsolescence. For example, a 10-year-old sofa will not be replaced at current full value because of a decade of depreciation as result of usage/ normal wear & tear. With regard to buildings, there is a tendency for the actual cash value to closely parallel the market value of the property. See also Market Value. (G)
Actual Total Loss. 

a) Destruction of the subject matter.
b) Subject matter so damaged that it ceases to be a thing of the kind insured (cement becomes concrete because of the dampness or contact with water).

c) The insured is irretrievably deprived of the subject matter.

d) After a reasonable time, there is no news of a missing ship, when actual total loss is presumed. (Gen)
Actuarial. 

Having to do with insurance mathematics. (G)
Actuary. 

A specialist trained in mathematics, statistics, and accounting who is responsible for rate, reserve, and dividend calculations and other statistical studies. (G)
Ad Valorem Bill of Lading.

A bill recording the amount that the shipper has declared to the carrier as the cargo’s value. If the carrier is liable for the loss or damage to the cargo his liability will be for the amount in the bill. (Gen)

Addendum.

A document that notes alterations agreed between the parties to a reinsurance contract. (RI)
Additional Cover.

An insurance policy extended to cover additional risk perils such as Earthquake, Explosion etc., on payment of extra premium. (Gen)

Additional Increase in Cost of Working.

An optional extension to Business Interruption insurance. It allows the insured to incur reasonable additional expenditure to avoid or minimize any further reduction in turnover following a loss even though the amount payable exceeds the loss thereby avoided. The extra cover is for a specific sum. (Gen)

Adhesion. 

This is a characteristic of a unilateral contract which is offered on a ‘take it or leave it’ basis. Most insurance policies are contracts of ‘adhesion’, because the terms are drawn up by the insurer and the insured simply ‘adheres’. For this reason ambiguous provisions are often interpreted by courts in favor of the insured. Contrast with Manuscript Policy. (G)
Adjustable Policies.

Policies where, at inception, the insured estimates the size of the risk in terms of a key variable such as turnover or wages in Employer’s Liability Insurance. The premium is based on this estimate but adjusted up or down at the end of the year when the actual figure is declared by the insured. Any return made to the insured is subject to a minimum premium. (Gen)

Adjuster. 

A representative of the insurer who seeks to determine the extent of the firm's liability for loss when a claim is submitted. Same as Claim Representative. (Gen)
Adjuster, Average. 

An adjuster who specialises in adjusting Marine Losses. (Gen)

Adjuster, Independent. 

See Independent Adjuster. (Gen)
Adjuster, Public. 

See Public Adjuster (Gen)
Adjustment. 

The process of determining the cause & amount of a loss, the amount of indemnity the insured may recover after all proper allowances & deductions have been made, & the proportions that each company is required to pay under its contract if there is more than one insurance company involved. (Gen)

Adjustment Bureau. 

A firm organized to provide adjustment services to insurers not wishing to create their own claims division. (Gen)
Administrator.

1. A person appointed by the court to administer the estate of another who died intestate or without a will or an executor.

2. An insolvency practitioner managing the affairs of a company when it goes into administration. (G)

Admissible. 

Claims of losses that can be properly accepted or allowed on a policy written. (G)

Admitted (or Allowed) Assets. 

Assets permitted by State law to be included in an insurance company's annual statement. These assets are an important factor when regulators measure insurance company solvency. They include mortgages, stocks, bonds and real estate. (G)
Admitted Company/ Insurer. 

An insurance company authorized and licensed to do business in a given State. (G)
Admitted Reinsurance 
A company is ‘admitted’ when it has been licensed and accepted by appropriate insurance governmental authorities of a state or country. In determining its financial condition a ceding insurer is allowed to take credit for the unearned premiums and unpaid claims on the risks reinsured if the reinsurance is placed in an admitted reinsurance company. (RI)
Advance (Loss of) Profits Insurance.

A form of business interruption insurance relating to a new business or new activity for an existing business. It covers loss of gross profit following delay consequent upon damage insured under a Contractor’s All Risk or an Erection All Risk Insurance. The delay in starting the activity may be due to damage to (a) the new works/ extensions or machinery; (b) supplier’s premises; (c) machinery in transit. The indemnity period commences from the date production was intended to start and continues until it does actually start. (Gen)
Advance Payment. 

Premiums paid in advance of the current policy period, including the amount tendered with an application by an applicant for Protection & Savings Insurance. (LI)
Advance Premium. 

See Deposit Premium. (G)
Adverse Selection. 

The tendency of poorer than average risks to buy and maintain insurance. Adverse selection occurs when insureds select only those coverages that are most likely to have losses. (G)
Adverse Underwriting Decision. 

Any decision involving individually underwriting insurance coverages resulting in termination of existing insurance, declination of an application, or writing the coverage only at higher rates. For property and casualty insurance, it also includes placing the coverage with a residual market mechanism or an unauthorized insurer. (G)
Aerial Devices.

Balloons, rockets, space vehicles & space satellites. The term refers to an additional peril covering ‘destruction or damage by Aircraft and other aerial devices or articles dropped therefrom’. Damage by sonic bang is excluded. (Gen)

Affreightment. 

A Bill of Lading. A contract to transport goods by sea – either a charter party or bill of lading. (Gen)

Age Limits. 

The ages below which or above which (minimum or maximum) an insurer will not write certain forms of insurance or above which it will not continue a policy presently in force. (G)
Agency. 

An insurance sales office which is directed by an agent, manager, independent agent, or company manager. (G)
Agency Company. 

An insurance company that produces business through an agency network. Contrast with Direct Writer. (G)
Agency Contract (or Agreement)/ License. 

The document which establishes the legal relationship between an agent and an insurer. (G)
Agency Plant. 

The total force of agents representing an insurer. (G)
Agency System. 

See Independent Agency System. (G)
Agent. 

One who has been licenced by regulator to solicits, negotiates or effects contracts of insurance business on behalf of one inrurer. His right to exercise various functions, his authority, and his obligations and the obligations of the insurer to the agent are subject to the terms of the agency contract with the insurer under IRDA Act. (G)
Agent, Independent. 

See Independent Agent. (G)
Agent's Appointment. 

Official authorization from an insurance company granting an agent the authority to act as its agent. In most states, agents must be appointed by at least one insurer in addition to being licensed by the state. (G)
Agent's Authority. 

The authority and power granted to an agent by the agency contract. The agent is also clothed with additional power under the legal concept of apparent agency. See also Apparent Agency. (G)
Agent's Balance. 

A periodic statement of the sums due and owed to an agent under the agent's contract with an insurer. (G)
Agent's Commission. 

The method by which an agent is compensated for placing insurance with a company that he represents. The commission is usually a percentage of the premium for the policy. See also Commission. (G)
Agent's License. 

A certificate of authority from the state (It is SAMA in the KSA) which permits the agent to conduct business. (G)
Agent's Qualification Laws 

Education, experience, and other requirements imposed by the state (SAMA in KSA) upon persons desiring to be licensed as agents. (G)
Aggregate Limit. 

Usually refers to Liability Insurance and indicates the amount of coverage that the insured has under the contract for a specific period of time, usually the contract period, no matter how many separate accidents may occur. (G)
Agreed Value. 

In some cases it may be difficult to assess the value of an item on the day of loss, especially if that item is rare e.g. an antique work, a master’s painting. In these circumstances, insurers offer an agreed value policy. In these contracts, the value to be paid in the event of a total loss is agreed at inception of the policy. (G)

Agreed Value Policy. 

The Policy which undertakes to pay a specified amount in case of total loss irrespective of the Market Value. (G)

Agreement.

A legal contract. (G)

AIDS (Acquired Immune Deficiency Syndrome).

A disease that progressively weakens the immune system, making it impossible to combat infections. The causative agency is called the Human Immunodeficiency Virus (HIV), which is transmitted in body fluids such as blood & semen. The onset of AIDS or having an HIV Blood test has no effect on existing Protection & savings Insurance. But anyone who tests positive for these tests will not be able to obtain the cover. Treatment for this disease and its derivatives, even if acquired subsequent to obtaining insurance, is excluded from health insurance policies. (H/LI)
Ailment. 

An illness or disease caught by the insured person that necessarily requires medical treatment by a licensed physician during the insurance period. (H)
Airway Bill.

The contract of carriage between a shipper & an air carrier. It serves the same purpose as a bill of lading on a vessel but it is not a negotiable instrument. (Gen)

Aleatory Contract. 

A contract in which the amount to be given up by each party is not equal. Insurance contracts are of this type, as the policyholder pays a premium and may collect nothing from the insurer or may collect a great deal more than the amount of the premium if a loss occurs.  Insurance contracts are Aleatory contracts where the obligation of at least one the parties to perform is dependent upon chance. If the event insured against occurs, the insurer will probably pay the insured a sum of money larger than the premium. If the event does not happen, the insurer will pay nothing. (G)
Alienated. 

In insurance, this term describes property that an insured no longer owns or holds title to. Generally a Public Liability policy will cover the insured's liability for premises alienated by him. (G)
Allergy. 

The person's allergy to certain kinds of food, weather, pollen, in particular, and any other agents such as. plants, insects, animals, metals and other elements and materials, where the individual suffers from reactions in tile body caused by tile direct or indirect contact with such materials leading to cases of asthma, indigestion, itching, hay fever, eczema and headache. (H)
Allied Perils.

Group of perils commonly added to standard fire policy. They are otherwise called Additional Perils or Special Perils. (Gen)
Allowed Assets. 

See Admitted Assets. (G)
All-Risks Insurance. 

The term ‘All-Risks Insurance’ is used to mean insurance against loss of or damage to property arising from any fortuitous cause except those that are specifically excluded. An insurance contract which provides All-Risks Insurance is an All-Risks policy. All Risks cover is generally available for personal possessions of high value jewellery, cameras, watches etc; industrial establishments; electronic equipments & goods in transit under Institute Cargo Clause A. Contrast with Named Perils. (Gen)
Alternative Medicine 

Therapeutic practices and medical interventions that do not follow conventional biomedical explanations. Alternative therapies include, but are not limited to, the following disciplines: folk medicine, herbal medicine, homeopathy, faith healing, new age healing, acupuncture, naturopathy, massage and music therapy. (H)
Ambiguity. 

Terms or words in an insurance policy which make the meaning unclear or which can be interpreted in more than one way. The rule of law is that any ambiguity in the policy is construed against the insurer and in favor of the insured. This is because the contract is one of adhesion; that is, the insured must adhere to what the insurer has written. If the insurance does not make its contract clear, the Insurer is responsible. Also refer ‘Contra Proferentem Rule. (G)
Ambulatory Care 

Medical services provided on an outpatient basis, including in an office, where no overnight stay in a health care facility is required. Although this term may be used as if synonymous with outpatient, some outpatient services may be excluded. (H)
Ambulatory Surgery 

Elective surgery that is performed in a hospital rather than in a doctor’s office but does not require an overnight stay. (H)
Ambulatory Surgery Facility 

A freestanding outpatient surgery facility — not a physician’s office or other private practice office — offering surgery and related care that can be safely performed without the need for overnight, inpatient hospitalization. (H)
Amendment. 

A formal document which corrects or revises an insurance master policy. See also Endorsement and Rider. (G)
Amortized Value. 

The value of bonds purchased by an insurance company which are eligible for amortization. For example, if a 10-year bond were purchased at SR 50 more than its face value, that SR 50 would be ‘amortized’ or spread over the 10-year period. Each year the bonds would be valued at SR 5 less than the year before. (G)
Annual Premium. 

Premium paid to obtain insurance for one year. (G)
Annual Statement. 

A report to the state insurance department (SAMA in KSA) of the year's financial results. The insurer's income and expenses are stated in detail as well as its assets and liabilities. (G)
Annual Turnover.

Defined in a business Interruption Insurance as the turnover during the 12 months immediately before the date of damage (where the indemnity period is for 12 months or less). (Gen)
Annuitant. 

This is the person during whose life an annuity is payable (LI)

Annuitisation. 

Process by which you convert part or all of the money in a qualified retirement plan or non-qualified annuity contract into a stream of regular income payments for your lifetime. Once you chose to annuitise, the payment schedule & the amount is generally fixed & can’t be altered.  (LI)
Annuity. 

A contract which provides an income for a specified period of time, such as a certain number of years or for life. An annuity is like a Protection & Savings Policy in reverse. The purchaser gives the Protection & Savings Insurer a lump sum of money & the Insurer pays the purchaser a regular income, usually monthly.  (LI)
Anti-Selection. 

See Adverse Selection. (G)
Apparent Authority. 

Authority of an agent that is created when the agent oversteps actual authority, and when inaction by the insurer does nothing to counter the public impression that such authority exists. (G)
Appendix. 
A document issued by the company using an official form dated and signed by an authorized officer proving the authenticity of any amendments in the policy and not prejudicing the basic coverage - based on a request in writing from the policy holder. Also see Endorsement. (G)
Application. 

A form on which the prospective insured states facts requested by the insurer on the basis of which, together with information from other sources, the insurer decides whether to accept the risk, modify the coverage offered, or decline the risk. See Proposal. (G)
Apportionment. 

The method of dividing a loss among insurers in the same proportions as their participation when two of more companies cover the same loss. (Gen/H) 
Appraisal. 

An evaluation of property made to ascertain either the appropriate amount of insurance to be written or the amount of loss to be paid. (G)
Approach.

The part of a sales presentation which opens the discussion with the prospective insured. (G)
Approvals.
Responses to requests for approval received by the insurance company from service providers for providing health services to beneficiaries shall be made within sixty minutes at most from time of making such requests. (H)
Approved. 

The condition which exists when the person or object to be insured meets the underwriting standards of the insurer. (G)
Approved Packing.

Packaging meeting the packaging industry standards of sufficient design & construction to protect the cargo from the normal hazards expected during the intended voyage. This includes the hazards associated with normal domestic handling and storage from point of origin to final destination. (Gen)

Approved Roof. 

A term used in building construction. It indicates a roof made of fire-resistive materials, such as tile or asphalt shingles. (G)
Arbitration Clause 
Policy Clause providing a means of resolving differences between the Insurer & the Insured (also between the reinsurer and the reinsured) without litigation. Usually, each party appoints an arbiter. The two thus appointed select a third arbiter, or umpire, and a majority decision of the three becomes binding on the parties to the arbitration proceedings. (G)
Arrests, Restraints & Detainments.

‘Arrests, restrains and detainments of all kings, princes and people, of what nation, condition or quality or whatsoever’ refer to political or executive acts and not including a loss caused by riot or by ordinary judicial process. As goods were held to be lost when they could not be transported to their destination because of these perils (e.g. siege of a city), insurers introduced the frustration clause, the effect of which is to relieve the insurer of liability for a claim based on these ‘arrests, restraints…’ causes. (Gen)
Arrived Damage Value.

The depreciated value of cargo on arrival at the place where the voyage terminates following damage in transit. A formula is used to establish this percentage. (Gen)
Arrived Sound Value.

Gross wholesale value after freight, import charges, duty etc., to represent the value that cargo would have had if it had arrived safely at the place where the adventure ended. (Gen)
Arson.

Willful & malicious burning of property. The criminal act of setting fire to property deliberately. The resultant damage is covered by fire policy unless the insured is the arsonist. (Gen)
Articles of Association.

Document setting out the internal regulations and bye-laws of a company. It covers procedures, shares, meetings, directors and other administrative issues. The document is deposited with the Registrar of Companies. (G)

Assessor.

A person who determines the amount of loss. The term describes an individual or firm, in contrast to a claim official or the insurer’s staff. (Gen)
Assets. 

The items on the balance sheet of the insurer which show the book value of property owned. Assets refer to ‘all the available properties of every kind or possession of an insurance company that might be used to pay its debts’. There are three classifications of assets: invested assets, all other assets, and total admitted assets. Invested assets refer to things such as bonds, stocks, cash and income-producing real estate. All other assets refer to non-income producing possessions such as the building the company occupies, office furniture, and debts owed, usually in the form of deferred and unpaid premiums. Total admitted assets refer to everything a company owns. All other plus invested assets equals total admitted assets. By law, some states don't permit insurance companies to claim certain goods and possessions, such as deferred and unpaid premiums, in the all other assets category, declaring them ‘non-admissible’. This gives rise to the term ‘non-admitted assets’. See also Non-admitted Assets. (G)
Assigned Risk. 

A risk which is not ordinarily acceptable to insurers and which is, therefore, assigned to insurers participating in an assigned risk pool or plan. Each participating company agrees to accept its share of these risks. (G)
Assignee.

The person in whose favour assignment is done or in whose favour the rights under a contract are transferred. (Gen/LI)

Assignment. 

This is the legal transfer on one person’s interest in an insurance policy to another person or entity such as to a bank to secure a loan. (Gen/LI)

Assignment Absolute.

Complete & unrestricted transfer of rights under a contract. (Gen/LI)

Assignment Conditional.

Conditional transfer of rights under a contract. Not an absolute assignment. (Gen/LI)

Assignor.

The person who assigns a mortgage or a contract. (Gen/LI)

Association. 

See Pool and Syndicate. (G)
Assumption of Risk.

Coverage or acceptance of proposed risk by an insurer. (G)

Assurance.

Synonym for Insurance. (G)

Assured. 

Same as Insured. (G)
Assurer. 

Same as Insurer. (G) 
Attending Physician 

The doctor who accepts treatment or billing responsibility for a patient’s care. (H)
Attestation Clause.

A clause in the policy that provides for signature of the Insurer. (G)

Authorization. 

The amount of insurance an underwriter says he will accept on a risk of a given class on specific property. It is given for the guidance and information of agents. (G)
Authorized Insurer. 

An insurer authorized by the state to transact business in that state for specific types of insurance. (G)
Automatic Cover. 

Coverage given automatically by a policy, usually for a specified period and limited amount, to cover increasing values and newly acquired and changing interests. (Gen/H)
Automatic Reinstatement Clause.

A clause in an insurance policy which provides for an automatic reinstatement of the full face value of the policy after payment of a claim. (Gen)
Automatic Sprinkler System
Loss Control equipment — An integrated system of underground and overhead piping connected to sprinkler heads (usually mounted in the ceiling) which are activated at a relatively low temperature (the initial stage of a fire). The sprinkler heads release a spray of water to extinguish the fire or prevent it from spreading. Insurance underwriters typically require automatic sprinkler systems in certain types of buildings or occupancies, and sprinkler water supply systems usually must be independent of normal water service to the protected building. Periodic inspection and testing of sprinklers is required. The existence of an approved sprinkler system normally reduces premiums for the insured property. (Gen)
Automobile Fleet.

A group of automobiles under the same ownership & management. (Gen)

Average. 

Synonym for ‘Loss’ derived from the French & used primarily in ocean transit insurance. See ‘General Average’ & ‘Particular Average’.
1. Arithmetic mean or the total of a series of values divided by the number of values making up the total.
2. In Insurance Policy under ‘Average Clause’ - in the event that somebody undervalues his property, he will not be making a fair and equitable contribution to the common pool, as he will be paying less premium than his risk demands. Insurers, thus treat him as another insurer and thus the claim of the the insured for any underinsurance is  reduced at the same proportion that the sum insured is to the full value.  (G) 
Average Adjuster.

Impartial specialist entrusted by the ship-owner with the adjustment of general average losses. (Gen)

Aviation Insurance. 
Provides coverage for airline hulls and liability against passengers and third parties, freight transport by air, and any other insurance included under this class of insurance. (Gen)
Avoidance of Risk. 

Taking steps to remove a hazard, engage in an alternative activity, or otherwise end a specific exposure. One of the four major risk management techniques. See Risk Management. (G)


Back-to-Back Cover.

Back-to Back cover occurs where the terms and conditions of a primary insurance policy match those of its counterpart reinsurance policy. There is a presumption that facultative reinsurance is back-to-back with the original insurance. (RI)

Bailee.

A person to whom the goods are entrusted for a specific purpose. (Gen)
Bailment.

The act of delivery of goods by one person to another for specific purpose, upon a contract that they shall, when the purpose is accomplished, be returned or otherwise disposed of according to the directions of the person delivering them. The person delivering the goods is called ‘Bailor’ & the person to whom they are delivered is the ‘Bailee’. (Gen)
Bailor.

See ‘Bailment’. (Gen)

Balance Sheet. 

An accounting term which refers to a listing of the assets, liabilities, and surplus of a company or individual as of a specific date. (G/H/RI/LI)
Balanced Portfolio.

Insurers may seek to arrange their insurance and reinsurance so that their total business constitutes a well balanced range of risks and so do not become unduly committed in a limited number of areas, activities or types of risks. The aim is to spread the exposure by a controlled underwriting approach. (G)

Bancassurance.

Selling insurance through a banks\’s established distribution channels. It means that the banks can offer banking, insurance, lending and investment products to customers at its premises. (G)

Barratry.

Criminal, fraudulent or wrongful act committed by the captain or crew of a ship that causes loss or damage to the ship or its cargo. (Gen)

Basic Limit. 

Usually refers to Liability policies and indicates the lowest amount for which a policy can be written. This amount is either prescribed by law or company policy. (G)
Basic Premium. 

A fixed cost charged in a retrospective rating plan. It is a percentage of the standard premium and is designed to give the insurer the money needed for administrative expenses and the agent's commission plus an insurance charge. See also Retrospective Rating. (G)
Basic Rate. 

The manual rate from which discounts are taken or to which charges are added to reflect the individual circumstances of a risk. (G)
Basis Clause.

A clause at the foot of the proposal form and declaration the whole basis of the contract. It converts the representations, made by way of answer to the questions in the proposal form, into warranties so that any inaccuracy in the proposal form will entitle the insurers to avoid the contract regardless of its materiality, even if the insured’s answers are to the ‘best of his knowledge and belief’. (G)

Batch Clause.

A product Liability clause providing that all claims, whenever made, arising out of the same prepared or acquired batch of the product, shall be treated as resulting from one occurrence. The occurrence could be defective design, bench error, error in distribution etc. The clause protects the insurer from multiple claims, all of which have a common cause, being treated separately for the purpose of the per-occurrence limit, or occurring in separate years for the purpose of the aggregate limit. In terms of a deductible, it may benefit the insured to have the individual claims aggregated. (Gen)

Bench Error.

Product liability term describing an error or omission that occurs during manufacture or assembly. (Gen)
Beneficiary. 

This is the Insured or any other named or unnamed person who receives the benefits from the terms of a trust, a will, an annuity or an insurance policy. An example would be the spouse or children under a Protection & Savings Policy or a covered employee/ dependents under Health Insurance policy.
Beneficiaries are categorized as Primary, Contingent & Tertiary Beneficiary. A primary beneficiary is entitled to the proceeds of the policy upon the death of the insured, but such rights expire if he or she dies before the insured. A contingent (or secondary) beneficiary is entitled to the proceeds if the primary beneficiary has predeceased the Insured. The tertiary beneficiary is the third in line for the death benefits in the event of both primary and contingent beneficiaries are dead. (G)
Benefit/s. 

Financial reimbursement and other services provided to insureds by insurers under the terms of an insurance contract. An example would be the benefits listed under a Life or Health Insurance policy or benefits as prescribed by a Workers Compensation law. (G)
Best’s rating.

Rating system, developed by rating Agency A.M.Best Co. that evaluates those factors that affect the overall performance of the insurance companies. Provides a weighted measure of a company’s financial strength, performance level, competitive position and solvency margin. A qualitative & quantitative assessment. (G)

Betterment.

Improvement in a property which is considered to add to its value as distinguished from repairs or replacements where the original value of the property is unchanged. (Gen)

Bill of Exchange.

The authorization by the buyer for the seller to draw the price of the goods on a due date, on the buyer’s bank, usually when the goods reach their destination. The bank will not discount the bill unless the specified goods are insured against marine risks and the policy lodged with the bank as collateral security. (Gen)

Bill of Lading.
An international shipping document – an evidence of shipment or a receipt of goods on board issued by a carrier to a cargo exporter, which also serves as a contract of carriage between the carrier & the shipper. (Gen)

Binder. 

An agreement executed by an agent or insurer (usually the latter) putting insurance into force before the contract has been written or the premium paid. This term is not usually used in Protection & Savings Insurance. See also Cover note. (G)
Blanket Contract/ Insurance. 

Insurance with broad coverage frequently used in burglary & fire insurance. A policy used to cover a number of individuals such as an athletic team, passengers in an airplane etc. An insurance policy which covers several different properties or exposures under one policy form instead of under separate individual policies. (Gen)
Blind Treaty.

A reinsurance treaty where the reinsurers are not given details of individual risks ceded to them. (RI)

Bodily Injury.

Injury to the body of a person. The term is specifically defined in Workmen’s Compensation, Personal Accident & Liability policies. (Gen)

Boiler/Pressure Plant Insurance.

Boiler or a Pressure Plant is under pressure always and can explode. Cover is against explosion or collapse (essentially the opposite of explosion) of the equipment. In addition to the equipment itself, damage to the surrounding property can be included. (Gen)
Bonded Goods.

Dutiable goods in respect of which a bond for the payment of the duty has been given to Customs and Excise. (Gen)

Bonded Warehouse.
An approved warehouse for goods upon which excise duty has not been paid. The goods cannot moved out of this warehouse without payment of the duty. (Gen)

Book Value. 

Refers to the value of assets as shown in the official accounting records of the company where the value of assets is reduced year on year for ‘depreciation’ as per the accounting laws of the state. (G) 
Bordereau (Plural: Bordereaux). 

(1) A written report of individual cessions, usually detailed to show such items as reinsurance premiums or reinsurance losses with respect to specific risks. (2) A memorandum containing information concerning documents that accompany it. Used extensively in passing reinsurance from one insurer to another under a reinsurance agreement and by Property and Liability agents for passing information to various insurers on coverages written. (RI)
Borderline Risk. 

An insurance prospect of doubtful quality from an underwriting point of view. (G)
Both to Blame Clause.

In ocean transit insurance, a policy provision that, when ships collide under circumstances where both ships are at fault, all owners & shippers having interest in the voyage of either vessel are to share all losses in proportion to the value of their respective interests prior to the collision. This provision safeguards other General Average & Particular Average rules for allocating the financial burden of losses arising from ocean marine mishaps. (Gen)

Bottom.

The vessel carrying the cargo that is the subject of the original insurance. (Gen)
Bottom Limit.

The maximum value at risk per shipment/ sending/ aircraft. (Gen)

Bottomry Bonds.

An agreement where under a representative of a ship, in most instances the master, in circumstances of distress and necessity, and in the absence of any other source of finance or credit, hypothecates the ship  with a view to meeting the necessary expenditure or obtaining credit and so facilitating the safe continuation or completion of the voyage. A Respondentia bond differs from a Bottomry bond in that in the former case the cargo is mortgaged while in the latter the vessel is mortgaged. Due to the bonds relatively low priority as against the other liens in the event of a suit, the use of these bonds declined greatly in the 19th century & the subject is today of academic interest. The Code of Hammurabi describes this form of Insurance. (Gen)
Bouquet Treaty.

Reinsurance treaty comprising of contracts from different classes of business; the package often includes both desirable & undesirable business. (RI)

Boycott. 

An unfair trade practice which occurs when someone in the insurance business refuses to have business dealings with another until he or she complies with certain conditions or concessions. (G) 
Breach. 

A failure to perform some promised act or obligation. (G)
Breach of Good Faith. 

This is one of the underlying principles of Insurance. In a contract of insurance parties concerned viz customer and insurance company are at different planes as far as the understanding of the risk are concerned. Thus in insurance parlence only faith is not sufficient and it is Utmost Good Faith that is required to be displayed by the customer. Hence disclosure of all information pertaining to risk is mandatory. .A non-disclosure or misrepresentation of a material fact, by an insured, reinsured or broker during negotiations leading to the conclusion of a contract whereby the underwriter is misled in his appreciation of the risk. Such policies taken on non-disclosure become void and insurance company has no liability at all. (G)
Breach of Warranty.

A breach of a Warranty (contract condition) which may include representation made by the insured that are incorporated into the contract. Under common law an insurer need not prove either intent or materiality to deny a claim on the basis of a breach of warranty. Statutes have modified this doctrine considerably. (G)
Break-up Risk.

Insurance to cover the Hull & Machinery of a vessel that is proceeding on its last voyage to a ship break-up yard. (Gen)
Brick Construction. 

Refers to a building where at least 75% of the exterior walls are of some type of masonry construction, i.e., brick, stone or hollow masonry tile, poured concrete or reinforced concrete, or hollow masonry block. (Gen)
Brick Veneer Construction. 

Refers to a building where the outside walls are constructed of wood with a facing of a single layer of brick. (Gen)
Broker. 

Insurance salesperson that searches the marketplace in the interest of clients, not insurance companies. One who represents an insured in the solicitation, negotiation or procurement of contracts of insurance and who may render services incidental to those functions. In India, a Broker is bound by regulations and can transact with any of the insurance company. (G)
Broker of Record. 

A broker who has been designated to handle certain insurance contracts for the policyholder. (G)
Brokerage. 

(1) The fee or commission received by a broker. (2) Insurance placed by brokers contrasted with that placed by agents. (G)
Brokerage Business. 

Business offered to an insurer by a broker. This is sometimes called excess or surplus business. (G)
Brokerage Department. 

A department of an insurer whose purpose is to deal with brokers in the placing of insurance. (G)
Building Code. 

This refers to municipal or other governmental ordinances regulating the type of construction of buildings within its jurisdiction. (Gen)
Bulk Oil Clauses.

Along with the major risks that are covered under ICC(B), the Bulk Oil Clauses also cover leakage of oil from connecting pipelines in loading, transshipment or discharge & also loss from contamination of oil by negligence of master, officers & crew in pumping cargo, ballast or fuel. Also contamination due to stress of weather is covered. (Gen)
Bullion. 

Refers to precious metals, such as gold, in the form of ingots or bars. (G)
Bunker.

Ship space for storing fuel (coal, oil etc.). (Gen)

Burden of Proof.

The onus/ obligation is upon the insured to prove that his loss occurred due to the perils covered under the policy. It is for the insurer to prove that the loss has been caused by an excluded peril. (G)

Bureau, Rating. 

See Rating Bureau. (G)
Burning Cost 
A term most frequently used in spread loss property reinsurance to express pure loss cost or more specifically the ratio of incurred losses within a specified amount in excess of the ceding company’s retention to its gross premiums over a stipulated number of years. (RI)
Burning Ratio. 

The ratio of actual losses (excluding IBNR) to the amount of earned premium. (G)
Business. 

In Property, Liability, and Health lines, it usually refers to the volume of premiums. (G) 
Business Interruption Insurance 
Business interruption is defined as: 

The insurance of loss consequential on the interruption of business by an unforeseen event such as a fire or a breakdown of machinery. Business interruption insurance is set to cover businesses so that if the business is unable to operate due to an unforeseen insured risk arose. 

For example: if you are a manufacturer of stuffed toys and there is a fire which causes the whole plant to be set alight and damaged to the extent that the business is not able to operate from that site then business interruption will cover you so that you will be able to claim for the income that was lost as a result of the fire. 

In order for business interruption to apply an insured peril needs to arise. So in the example above the fire would obviously need to be insured against otherwise you would not be able to claim. 

Business interruption is an extremely necessary cover for any business. (Gen)
"Buy-Back" Deductible. 

A deductible which may be eliminated for an additional premium in order to provide 100% coverage. (Gen/H)


C&F.

Cost & Freight – used in Marine Insurance. The seller assumes the responsibility for carriage of goods to the agreed point of destination but does not undertake the responsibility of insurance which responsibility is that of the buyer. (Gen)
Calendar Year Experience. 

This measures the premiums and losses entered on accounting records during the 12-month calendar. (RI)
Cancelable. 

A contract of insurance that may be terminated by the insurer or insured at any time. Practically every form of insurance is cancelable, except Life Insurance and those Health Insurance policies designated as a ‘guaranteed renewable’ or ‘non-cancelable and guaranteed renew-able’. Some states also regulate when or if Automobile policies can be cancelled. (G)
Cancellation. 

Termination of a contract of insurance in force by voluntary act of the insurer or insured in accordance with the provisions in the contract or by mutual agreement. (G)
Cancellation, Cut-off basis. 
Means that the liability of the reinsurer under policies, which became effective under the treaty prior to the cancellation date of such treaty, shall cease with respect to losses resulting from accidents taking place on and after said cancellation date. Usually the reinsurer will return to the company the unearned premium portfolio, unless the treaty is written on an earned premium basis. (RI)
Cancellation, Flat. 

See Flat Cancellation. (G)
Cancellation, Pro Rata. 

See Pro Rata Cancellation. (G)
Cancellation, Run-off basis. 

Means that the liability of the reinsurer under policies, which became effective under the treaty prior to the cancellation date of such treaty, shall continue until the expiration date of each policy (RI)
Cancellation. Short-Rate 

See Short Rate Cancellation. (G) 
Capacity. 

The largest amount of insurance or reinsurance available from a company. In a broader sense, it can refer to the largest amount of insurance or reinsurance available in the marketplace. The percentage of surplus or the amount of exposure that an insurer or reinsurer is willing to place at risk. Capacity may apply to a single risk, a program, a line of business, or an entire book of business. (G)
Capital 

Equity of shareholders of a stock insurance company. The company's capital and surplus are measured by the difference between its assets minus its liabilities. This value protects the interests of the company's policy-owners in the event it develops financial problems; the policy-owners' benefits are thus protected by the insurance company's capital. Shareholders' interest is second to that of policy-owners. (G)
Capital Benefit.

The single payment of a lump sum as opposed to smaller regular payments (as with temporary disablement claims). Personal accident policies pay lump sums for death, dismemberment, loss of sight. (Gen)

Capital market.

A market where debt and equity are traded. By selling securitized bonds (re)insurers transfer risk to the capital market. (G)

Capital Stock. 

The shares of ownership in a corporation. (G)
Capital Sum. 

The maximum lump sum payable in the event of accidental death or dismemberment. See also Capital benefit. (Gen)
Capitalization or Leverage 

Measures the exposure of a company's surplus to various operating and financial practices. A highly leveraged, or poorly capitalized, company can show a high return on surplus, but might be exposed to a high risk of instability. (G)
Capsize.

Overturning of the vessel or craft. (Gen)

Captive Agent. 

One who sells insurance for only one company as opposed to an agent who represents several companies. See also Exclusive Agency System. (G)
Captive Insurer. 

A legally recognized insurance company organized and owned by a corporation or firm whose purpose is to use the captive to write its own insurance at rates lower than those of other insurers. Usually it is a non-admitted insurer that has the right, under special circumstances, to reinsure with an admitted insurer. (G)
Capture & Seizure.

‘War Risks’ covered under the Institute War Clauses. Capture, taking the enemy in wartime or by rebels or insurgents. Seizure, a wider term embracing every act of forcible possession. (Gen)

Cargo.

Material or goods carried by ship, rail/ road or airplane. (Gen)

Cargo Insurance.

Insurance effected in respect of cargo transported. The cover is defined by standard Institute Cargo Clauses. (Gen)

Carrier.

1. The railway, ship-owner, haulier, airline or other transporters of goods.

2. The insurer or reinsurers carrying the risk – terminology rarely used. (G)

Cash Flow Plans. 

Premium payment schemes which allow the insured to retain a large part of the premium and pay it out over a time period such as a year. (LI)
Cash Flow Underwriting. 

The use of rating and premium collection techniques by insurance companies to maximize interest earnings on premiums. (G/H/LI)
Cash-in-Transit Policy.

The money or cash-in-transit policy is an all risks policy covering money with limits according to location. The policy defines money and it is more than just cash. It includes cheques, postage stamps, credit card vouchers, bills of exchange, and almost all negotiable documents or those that have a printed monetary value.

The locations include:

· In transit (usually between the insured’s premises and their nominated bank)

· On the premises:

1. During business hours

2. Outside business hours

· In a safe:

1. During business hours

2. Outside business hours

· In the private residence of a principal director

· In the custody of collectors or travelers

· In a bank night safe. (Gen)
Cash Surrender Value. 

This is the amount available to the owner of Protection & Savings Insurance Policy upon voluntary termination of the policy before it becomes payable by death of the insured person. This does not apply to Term Insurance but only to those policies which have reduced paid up values & cash surrender values. (LI)

Cash Value. 

See Actual Cash Value. (G)
Casualty 

Liability or loss resulting from an accident. (Gen/H)

Casualty Insurance 

That type of insurance that is primarily concerned with losses caused by injuries to persons and legal liability imposed upon the insured for such injury or for damage to property of others. It also includes such diverse forms as plate glass, insurance against crime, such as robbery, burglary and forgery, boiler and machinery insurance and Aviation insurance. Many casualty companies also write surety business. (G)

Catastrophe.

A catastrophe is generally a single event that results in one massive destruction/ damage or affects a significant number of people and therefore produces many insurance claims e.g. earthquakes, hurricanes, plane crashes etc. (G)
Catastrophe Fund.

A fund set aside by the insurer from total premium earned as a reserve to mitigate the severity of strain on his underwriting account. (G)

Catastrophe Hazard. 

The hazard of large loss by reason of occurrence of a peril to which a very large number of insureds are subject. An example would be widespread loss due to a hurricane or tornado. (G)
Catastrophe Layer.

Non-proportional reinsurance layer of cover with such an excess point so high that the layer will only be affected by rare catastrophic losses. (RI)

Catastrophe Reinsurance 
An excess of loss reinsurance that indemnifies the ceding company for the accumulation of losses in excess of a stipulated sum arising from a catastrophic event such as conflagration, earthquake or wind-storm. Catastrophe loss generally refers to the total loss of an insurance company arising out of a single catastrophic event. (RI)
‘Catastrophe’ Reserves.

A reserve created by an insurer as a safeguard against exceptionally poor claims experience. The reserve is created out of prudence and not in pursuit of regulatory requirements. The term is used colloquially. (G)

Causa Causans.

The immediate cause – the last link in the chain, the nearest in time but not necessarily the nearest in efficiency. The nearest in efficiency is the ‘causa proxima’ or the proximate cause. (G)

Cause of Action.

The fact or combination of facts giving rise to a right of legal action. (G)

Caveat Emptor. 

Let the buyer beware. In ordinary contracts this rule prevails. That is, the seller does not deliberately mislead the buyer & it is the responsibility of the buyer to examine, select & buy the goods & in any case of any defects of the goods purchased, the seller is not responsible. (G)
Cease & Desist Orders 
Orders of withdrawal of license by the SAMA for cessation of Insurance operations in the Kingdom by an Insurance & Reinsurance Service Provider due to any of the 11 reasons set out in Article 76 of the Implementing Insurance Regulations. (G)
Cede 
When a company reinsures its liability with another, it ‘cedes’ business. (RI)
Ceding Commission 
The cedant’s acquisition costs and overhead expenses, taxes, licenses and fees, plus a fee representing a share of expected profits - sometimes expressed as a percentage of the gross reinsurance premium. (RI)
Ceding Company 
The original or primary insurer; the insurance company which purchases reinsurance. (RI)
Certificate. 

See Certificate of Insurance. (G/H)
Certificate of Authority. 

(1) A certificate showing the powers that an insurer grants to its agents. (2) A certificate issued by a state department of insurance showing the power of an insurer to write contracts of insurance in that state. (G)
Certificate of Insurance. 
In Motor Insurance this is a document which insurer is obliged to issue and is mandatory for the power of the vehicle to keep in the motor vehicle. In other usage
(1) A statement of the coverage and provisions of a master contract in group insurance that is issued to individuals covered in the group. 
(2) A form which verifies that a policy has been written and states the coverage in general, often used as proof of insurance in Automobile Insurance, Marine Insurance, loan transactions and for other legal requirements. (G)
Certificate of Origin.

Documentary evidence to the import country’s customs authorities that the cargo (a) is not from an embargoed or restricted country; (b) genuinely comes from the country specified; (c) is included in official statistics and (d) is included or may be include with other documents. (Gen)

Cession.

An exactly stated yielding of a property or right under a reinsurance agreement. A reinsurance; an amount ceded as reinsurance. (RI)
Chain of Events.

A proximate cause term referring to a sequence of events preceding a loss. (G)

Chance.

The probability or likelihood that one event will occur. (G)

Change of Voyage.

Voluntary change of the ship’s destination from the contemplated voyage that occurs after the commencement of the risk, under a hull or cargo policy. The insurer’s liability ends immediately the decision is made and it is immaterial that a loss occurs when the ship is still on the original course. Institute Cargo Clauses provide that a change of voyage is held covered at a premium to be agreed if prompt notice is given to the insurer. (Gen)

Charges.

Charges such as Forwarding Charges, Salvage Charges, Sue & Labour Charges & Survey Fees that are payable in addition to the losses payable in Marine Ocean Transit policies. (Gen)
Charter. 

Usually the same as articles of incorporation. This is the grant of rights from the government, such as the right to incorporate and transact business. (G)
Charter of Tramp Ships.

1. Voyage Charter: Ships are chartered for a specific voyage. Normally traders prefer to go in for voyage charters.

2. Time Charter: he ships are chartered for a specific period of time, say, from 1st January to 30th June. The Charterer may employ the ship in voyage to his requirements

3. Demise Charter (Bare Boat Charter): here only the ship without floating personnel, fuel etc is chartered on Time charter basis. The charterer has to equip the ship with floating personnel, fuel & other necessaries & operate the ship. (Gen)

Charter Party.

A written document stating the terms of agreement between the individual or company chartering ship & the owner of the vessel. (Gen)

Chartered Freight.

The freight payable by the charterer to the ship owner under charter party whereby the vessel (or space therein) is hired for voyage or period. (Gen)

Chartered Insurance Institute (CII).

The first insurance institute that was formed in Manchester. In 1897 the various local institutes then existing formed a federation which later became the unitary body to which in 1912 a Royal Charter was granted under the name of Chartered Insurance Institute. (G)

Charterer.

The party who acquires the whole of the carrying capacity of ship for transportation of cargo or passengers in accordance with the agreement made with the ship owner. (Gen)

Chattel Mortgage. 

A type of mortgage where the collateral is personal property, rather than land or buildings. (G)
CIF (Cost Insurance & Freight).

A shipment term under which the seller assumes the responsibility for the insurance & the carriage of the goods to the agreed point of destination. These terms of contract & charges are indicated on the invoice. (Gen)

Civil Commotion. 

An insurrection of the people for general purposes, though it may not amount to rebellion where there is an usurped power. A disturbance among, or a popular uprising of, a large number of people. Civil commotion is an intermediate state between riot and civil war.  An element of tumult or turbulence is essential.  (Gen)

Civil War.

‘War between two or more portions of a country or state, each contending for mastery of the whole and each claiming to be legitimate government. The term is so applied to war or rebellion when the rebellious portions of the state are contiguous to those containing the seat of government’. (F.H.Jones) (Gen)

Claim. 

A demand made by the insured, or the insured's beneficiary, for payment of the benefits provided by the contract. (G)
Claim Control Clause.

A clause in a reinsurance contract requiring that the reinsured must submit claims to the reinsurer for approval before settling them on the original policy. (RI)

Claims Cooperation Clause.

A clause in a reinsurance contract requiring the reinsured to give immediate advice to the reinsurer of any claim that will attach to the reinsurance contract before he settles on the original policy. The clause may require that the reinsurer’s approval be obtained before the original claim is settled. The reinsured will be expected to cooperate with the reinsurer in defending the original claim at the reinsurer’s option. (RI)

Claim Expense. 

The expense of adjusting a claim, such as investigation and attorneys' fees. It does not include the cost of the claim itself. (G)
Claim Form.

A prescribed application for a claim. (G)
‘Claims Made’ Insurance/ Basis.

Liability insurance which covers claims brought against the insured during the policy period & are reported during the policy period regardless of when the injury or harm giving rise to the claim occurred. (Gen)

Claim Report. 

A report filed by an agent setting forth the facts of a claim. Same as Loss Report. (G)
Claim Representative. 

See Adjuster. (G)
Claimant. 

The person making a demand for payment of benefits. (G)
Claims Experience.

1) The insured’s claims history with regard to the cost and frequency of previous claims. It is material for an insured to disclose his claims experience in the proposal form. 

2) The term also describes the relationship between the premium and claims experienced by an insurer for a particular class of business over a period of time. (G)

Claims-Made Basis 
A form of reinsurance under which the date of the claim report is deemed to be the date of the loss event. Claims reported during the term of the reinsurance agreement are therefore covered, regardless of when they occurred. A claims made agreement is said to ‘cut off the tail’ on liability business by not covering claims reported after the term of the reinsurance agreement - unless extended by special agreement. (RI)
Claims Made Policy.

A liability policy covering all claims first notified during the policy year or any applicable extended reporting period regardless of when the injury or loss occurred. However, if the policy has a retroactive date the policy will not respond to events occurring before that date. Unlike the losses occurring policies, the policy runs off at the end of the extended reporting period. (Gen)

Claims Reserve. 

Amounts set aside to meet costs of claims incurred but not yet finally settled. An example might be a Workers Compensation case where benefits are payable for several years. At any given point in time, the reserve would be the funds kept based on the estimate of what the claim will cost when finally settled. (G)
Claims Series Event/ Clause.

A clause in a liability or reinsurance contract designed to treat a series of loss occurrences unified by a common cause as a single event. Under a Product Liability Insurance, a claims series event is a series of two or more claims arising out of one specific common cause which is attributable (i) to the same fault in design, manufacture, instructions for use or labeling of products or (ii) to the supply of the same products &/or services or to products &/or services showing the same defect. This means that any deductible or retention would be applied only to the aggregate of individual claims arising from the common cause and not to individual claims. The clause also has a bearing on the application of limits of indemnity. (Gen/RI)

Claim Supporting Documents.

All documents proving and evidencing: age. of the insured person, his nationality, ill, validity of insurance coverage, the circumstances of the accident for which the claim is raised and the payment of cost as well as other documents such as the police report, bills, receipts, prescriptions, physician' s report, referral, recommendations and any other original documents that may required by the company. (H)
Class (or Classification). 

A group of insureds having the same characteristics and who are, therefore, grouped together for rating purposes. Class rates apply to dwellings and apartments, since they usually have the same characteristics and are exposed to the same perils. (Gen/LI)
Classification Clause, Institute.

Clause attached to Marine Ocean Transit policies indicating the type of vessel covered under the policy. The salient features are:

1. vessel must be registered with one of the nine internationally recognized Classification Societies

2. that the vessel is mechanically self propelled & of steel  construction not less than 1000GRT

3. vessel should not be not more than 25 years of age, provided they are liners

4. if not a liner, should not be more than 15 years of age

5. if a tanker for carriage of liquid & petroleum cargoes, should not exceed 10 years

Those which do not satisfy the above criteria attract a non-classification extra. (Gen)

Classification Societies.

Organisations that survey classify and grade ships according to their condition for insurance and other purposes. The classification Clause lists 9 societies. (Gen)
Clause. 

A section of a policy contract or endorsement dealing with a particular subject. For instance, a Subrogation Clause deals with the rights of the insurer in the event of payment of a loss under the contract. (G)
Close Corporation. 

A corporate form of business controlled and operated by a small, close group of persons such as family members. The corporation's stock is not sold to outsiders. (G/H/LI)
Coding. 

A method of putting information into a numerical form for statistical use. Most information on policies is coded and then put into reports. (G)
Coercion. 

An unfair trade practice which occurs when someone in the insurance business applies a physical or mental force to persuade another to transact insurance. (G)
Coinsurer/ Coinsurance. 

The insurers who share the risk, usually along percentage lines are co-insurers and the practice is known as co-insurance. It is a common practice in many insurance markets and usually involves the insurance of larger risks, often arranged through an intermediary, typically an insurance broker. For the risk that is either too large or too hazardous for an insurer to accept, there is a instead of accepting 100% of the risk and then arranging reinsurance the insurer can accept a lower percentage of the risk, an amount which is within its capacity and the insured, or his advisers will find another local insurer (or insurers) to accept the balance. (G)

Collateral Security.

Monies available to pay the lender if the borrower defaults on his agreement. Protection & Savings Insurance Policy is held as collateral security by the bankers against a loan for housing. Transit Insurance Policy is used as collateral security by the bankers in the international transactions. (G)

Collective Policy.

1. A single policy on behalf of several coinsurers, generally issued by the lead insurer.

2. A fidelity guarantee policy issued covering a number of employees with a separate amount guaranteed against each. (G)

Collision.

In marine insurance, a vessel striking against another vessel or floating object but not a stationary object. The collision clause insuring a ship’s legal liability is known as the Running Down Clause. (Gen)

Collusion. 

Deception perpetrated by two or more parties. An agreement, usually secret, between two or more persons to defraud or deprive another or others of their property or rights. Theft insurers exclude theft by collusion when a member of staff is involved. (G)
Combined Ratio. 

The sum of an expense ratio and a loss ratio. An underwriting profit occurs when the combined ratio is under 100% and an underwriting loss occurs when the combined ratio is over 100%. (G)
Combustible Material.

Materials likely to catch fire and burn like waste, rubbish, electrical insulation, textiles, flammable liquids, packing materials, wood etc. (Gen)

Commercial Guarantees.

Fidelity Guarantee Insurances indemnifying the insured against the financial loss resulting from acts of dishonesty by employees. (Gen)

Commercial Lines. 

This term is used to refer to insurance for businesses, professionals, and commercial establishments. See also Business Insurance. Contrast with Personal Lines. (G/H) 
Commercial Package Policy (CPP). 

A commercial lines policy that contains more than one of the following coverage parts: Commercial Property, Commercial Liability, Commercial Inland Marine, Commercial Crime, Boiler and Machinery Insurance, Commercial Automobile Insurance, and Farm Coverage. (G) 
Commingling. 

An illegal practice which occurs when an agent mixes personal funds with the insured's or insurer's funds. (G)
Commission. 

That portion of the premium paid to the agent as compensation for his services. See also First Year Commission, Renewal Commission, Level Commission System, Un-level Commission System, Contingent Commission, Graded Commission &. Reinsurance Commission. (G)
Commission of Authority. 

A document outlining the powers delegated to an agent by an insurer. (G)
Common Carrier 

A business or agency that is available to the public for transportation of persons, goods or messages. Common carriers include trucking companies, bus lines and airlines. A person who carries goods for ‘all and sundry’ or any and every passenger willing to pay a reasonable charge. If he limits the service to a particular sector he becomes a private carrier. (G)

Common Law.

The law which has been founded upon immemorial usage, established customs & legal decisions as distinct from statute law. (G)

Common Law Liability. 

Responsibility based on common law for injury or damage to another's person or property which rests on an individual because of his actions or negligence. This is opposed to liability based on statutory law. (G) 

Common Policy Conditions. 

Under the latest commercial lines program, a form including six common conditions which apply to all coverage parts attached to a commercial policy. (Gen/H) 

Common Policy Declarations. 

Under the latest commercial lines program, a common declaration page which is part of every commercial policy. It shows information applicable to the entire policy (policy number, insurer, insured, total premium, forms attached, etc.). Each individual coverage part may also have its own declarations page. (Gen/H) 

Commutation Clause 
A clause in a reinsurance agreement, which provides for estimation, payment and complete discharge of all future obligations for reinsurance losses incurred regardless of the continuing nature of certain losses such as unlimited medical and lifetime benefits for Workers’ Compensation. (RI)
Compliance.

The process of following agreed or regulated procedures such as those laid down in the insurance contract or the Cooperative Health Insurance Law, for example. (G)

Composite Insurance Company.

See ‘Specialist/Composite Insurance Company’. (G)

Comprehensive.

A term describing a policy with a number of different types of cover in one document, like Comprehensive Motor Insurance. (G)

Comprehensive Motor Insurance.

This policy can be issued for Individual car owners or company fleet of vehicles.  The cover offered basically covers loss or damage to the Insured car/ vehicle by accident or theft as well as Third Party Liability for bodily injury &/or property damage arising out of the use of the insured vehicle. (G)

Compulsory Excess. 

Excess is the first part of each and every claim that you are required to pay. Compulsory excess, as the terminology suggests, is imposed by the insurance company to discourage claims for small amounts. Compulsory excess is very common for young and inexperienced drivers and for expensive vehicles. Out of every claim made, the Insured will have to necessarily bear this first portion compulsorily. (G/H)
Compulsory Insurance.

Any form of insurance required mandatorily by the law like the basic Motor Third Party Liability Insurance or Cooperative Health Insurance for Expatriates. (G)
Concealment. 

Deliberate fraudulent misrepresentation or suppression of the facts – breach of ‘utmost good faith’. (G)
Concurrent Causes.
Two or more causes operating together to produce the loss. If an insured peril combines with an excepted peril and the effects cannot be segregated, the excepted peril applies and the loss will not be payable. If an insured peril combines with an uninsured peril, the insured peril applies unless the insurer has modified the operation of proximate cause by covering ‘losses solely and independently’ caused by the insured peril as in the case of personal accident policies. (G)

Concurrent Insurance.

Where two or more insurance policies cover the same property in the same manner & subject to identical conditions, though they may differ in amount or policy dates, they have overlapping policy periods. (G)
Concussion Damage.

Damage caused by violent shock as in the case of an explosion. (Gen)
Condition.

i) A part of a contract which must be complied with by one party or another. A condition governs the validity of the contract.

ii) Provision in an insurance policy which, along with the insurance agreements, defines the respective rights & duties of the insurer & the insured in carrying out the terms of the policy. (G)

Conditional Assignment.
See ‘Assignment Conditional’. (Gen/LI)
Conflagration.

A highly destructive fire; a fire extending beyond a single risk& over a wide area. Sometimes defined in terms of the amount of loss. (Gen)

Congenital Deformation: 

The functional, chemical or constructional disorder usually existing before birth, hereditary or caused by environmental factors. (H)
Consecutive Causes.

A sequence of events. 

1) Broken sequence of events: If an insured peril has been preceded by the excepted perils, they will be disregarded given the break in chain of causation. If an insured peril intervenes and causes the loss it is the proximate cause.

2) Unbroken sequence of events: When the insured peril is the natural and probable consequence of an excepted peril, the excepted peril is the proximate cause. When the excepted peril is the natural and probable consequence of the insured peril the latter is the proximate cause of loss. (G)

Consensus ad idem. 

In Latin it means – ‘meeting of the mind’, when two parties to an agreement (contract) both have the same understanding of the terms of the agreement. Such mutual comprehension is essential to a valid contract. There would not be a meeting of the minds if Ahmed said, "I'll buy all your stock," and he meant shares in a corporation, and Omar said, "I'll sell all my stock to you," and meant his cattle. (G)
Consequential Damage/Loss.

The impairment of value which does not arise as an immediate result of an act but as an accidental result of it – not a direct loss but the one as a consequence of the event. (G)
Consequential Loss Insurance.

The same as Business Interruption Insurance. (Gen)

Consideration.

Consideration consists of some right, interest or benefit accruing to the one party or some forbearance, detriment, loss or responsibility given, suffered or undertaken by the other. In the case of insurance contracts the consideration moving from the insured to the insurer is the premium & the one moving from the insurer to the insured id the promise to indemnify. (G)

Consignee.

The agent to whom materials or consignments are delivered. (Gen)
Consignment Note.

An evidence of the contract of carriage between the carrier & the shipper. This term is normally used for road carriage. For ocean transit the terminology ‘Bill of Lading’ is used & for air carriage it is ‘Airway Bill’. (Gen)

Consignor.

The sender of goods or materials/ consignment. (Gen)

Construction of Policy.

The rules governing the interpretation of a policy which includes contra Proferentem rule, the ordinary meaning rule, the Ejusdem generis rule, the technical words rule and the written words prevail rule. (G)

Constructive Total Loss.

This is a ‘commercial’ total and arises when cargo is damaged and the cost of repairing the damage & forwarding the goods to their destination exceeds their value on arrival at destination. The insured can ‘abandon’ the goods to the insurers and claim on the basis of total loss. (Gen)
Container.

As the English meaning implies, the container refers to its storage and carriage capacity i.e., it is an equipment to store and carry goods. Hence, in shipping, which is a service of service of transportation of sea borne goods, container is used to refer to type of rectangular metal boxes used to carry cargo. It is designed to facilitate carriage of goods by one or more of modes of transport, without intermediate reloading. (Gen)
Container FCL.

Means ‘Full Container Load’ Container. This container consists of cargoes meant for one party/ consignee only. The cargo is stuffed at seller’s warehouse & destuffed at the consignee’s warehouse. The responsibility of stuffing & stowing is that of the shipper. (Gen)
Container LCL.

LCL means ‘Less than Container Load’. The container consists of cargoes meant for different parties. He carrier collects cargoes from various shippers & stuffs all of them into one container at the pier. At destination, the carrier’s agents destuff the cargoes from the container & deliver the cargoes to the respective consignees. (Gen)

Continental Scale.

A scale of benefits payable under personal accident & sickness insurance as an alternative to fixed sum benefits. The benefits for death & disablement are expressed as varying percentage of the capital sum insured. (Gen)

Contingency.

An unforeseen occurrence. (G)

Contingency Fund.

Monies put aside by the insurer in order to pay unexpected losses. (G)
Contingent Beneficiary. 

This is the person designated to receive the death benefit of a Protection & Savings Insurance policy if the primary beneficiary dies before the person insured. See also Beneficiary. (LI) 

Contingent Commissions (or Profit Commission) 
An allowance payable to the ceding company in addition to the normal ceding commission allowance. It is a pre-determined percentage of the reinsurer’s net profits after a charge for the reinsurer’s overhead, derived from the subject treaty. (RI)
Contingent Fund. 

See ‘Contingency Fund’. (G)
Contingent Liability.

Liability that arises in a secondary way as in the case of vicarious liability. (Gen)
Contract. 

(1) An agreement entered into by two or more persons under which one or more of them agree, for a consideration, to do or refrain from doing acts in accordance with the wishes of the other party(s). 
(2) In insurance, the agreement by which an insurer agrees, for a consideration, to provide benefits, reimburse losses or provide services for an insured. A ‘policy’ is the written statement of the terms of the contract. 
(3) An agreement under which an agency or agent does business with an insurer. (G) 

Contract of Affreightment.
Contract evidencing the terms of carriage between a shipper & carrier normally expressed in a bill of lading or way bill. (Gen)

Contract of Indemnity.

Property & Liability insurances contracts are, subject to certain terms & conditions, contracts of indemnity i.e., they do not allow the persons insured under the contracts to make any profit out of the loss suffered by them. (G)

Contract Price clause.

Clause whereby if the damage to undelivered goods leads to cancellation of the contract, the insurer will settle on the contract price rather than production costs. The profit element, otherwise irretrievably lost, becomes a part of the indemnity. (Gen)

Contractor’s All Risks Insurance.
Contractor’s All Risks is usually abbreviated to CAR and insures building and construction work of all types.  The CAR policy provides all the specialised insurance requirements of a building contractor within one contract. The policy cover is under four main sections:

The Contract Works: Insures the construction whilst in progress from its commencement until the contractor hands over the completed construction to the principal with an additional cover for period of maintenance during which the contractor is still responsible for any defects or problems. 

Contractor’s Plant: Insures the contractors own equipment kept on site for the purpose of the contract. This could include temporary buildings, workers’ accommodation, offices, workshops and machinery such as cranes, excavators, and bulldozers. 

Third Party Liability: The contract will demand a minimum level of indemnity and will insist that the policy provides an indemnity to the principal (the employer of the contractor) as well as the contractor.

Business Interruption:
This is not part of the original contract but the contractor may choose to add it to the policy. A major loss could delay completion for several weeks and this may have a ‘knock on’ effect and cause delay or cancellation of other contracts.

Contractual Duty.

Generally in insurance proposal forms are used and these forms are designed to obtain all material information required for underwriting the risk. The proposal forms contain a declaration at the end of the form warranting the truthfulness of the answers made. The declaration also states that the proposer agrees that the proposal & declaration shall be the basis of the contract. The legal effect of this is that the insurer can avoid the contract if any answer is incorrect. This is called the contractual duty of utmost good faith which is far stricter than the common law duty. (G)
Contractual Liability.

Liability that arises as a result of a contract, as opposed to liability, imposed by common law or statute. Liability policies exclude liability for liquidated damages as, unlike un-liquidated damages, they are agreed under contract. (Gen)

Contra Proferentem Rule.

Any ambiguity in contract wording is construed against the drafter of those wordings. Also see ‘Ambiguity’. (G)

Contributing Excess 
Where there is more than one reinsurer sharing a line of insurance on a risk in excess of a specified retention, each such reinsurer shall contribute towards any excess loss in proportion to his original participation in such risk. Example: Retention SR100,000, Reinsurer A accepts one-half contributing share part of SR 1,000,000 in excess of said SR 100,000. Reinsurer B accepts remaining one-half contribution share part of SR 1,000,000. (RI)
Contributing Interests.

The main contributing interests to General Average expenditure are ship, freight and cargo including specie. The only exceptions are mails, crew’s effects, passengers’ personal effects not shipped under a bill of lading. Otherwise, interests saved contribute on their net arrived values at the place where the voyage ends. (Gen)

Contribution.

A corollary of the principle of indemnity whereby the insurers avoid paying more than the insured loss, if liability is met by each insurer individually.
i) Share of loss payable by insurers when two or more insurers cover the same loss.

ii) Insurers’ share of loss under a coinsurance. (G)

Contribution Clause. 

A provision found in almost every insurance policy except Protection & Savings Insurance and sometimes Health stating what is to be done in case any other contract of insurance embraces the same property and/or hazards. Also called Non-duality Clause or Other Insurance Clause. (G)
Contributory Negligence.

Negligence by which a person contributes to the happening of the accident to him or contributes to the injury or damage he sustains. He is a part of the author of his own misfortune making himself liable to extent of his share of negligence. (Gen)

Convention. 

A gathering of persons, such as personnel of an insurer or members of a trade association, for the purpose of conducting business and/or receiving instruction and sales ideas. (G) 

Conversion. 

(1) Wrongful use of property by one in lawful possession of it. (2) Change of one policy form to another, usually without evidence of insurability. This usually refers to Protection & Savings or Health Insurance contracts. (G) 

Convertible Protection Insurance.
Term Protection Insurance coverage that can be converted into permanent insurance regardless of an insured's physical condition and without a medical examination. The individual cannot be denied coverage or charged an additional premium for any health problems. (LI)

Cooperative Insurance. 

Insurance issued by a mutual association such as a fraternal society, an employee association, an industrial association, or a trade union. (G) 

Cost Reimbursable Basis. 

In emergency cases, the insured may receive emergency medical treatment at centers and hospitals other than those authorized by the company on cost reimbursement .basis. In this case tl1e company shall - in accordance with the provisions, conditions, designations and exemptions of the policy - compensate policy holder for all reimbursable expenses and costs provided that, company shall be provided - within 30 days of incurring such costs - with all supporting documents required. (H)
Countersignature. 

The signature of a licensed agent or representative on a policy. (G) 

Country Damage.

Baled cargo, like cotton in bales, may be damaged by sand, grit, mud, oil, rain etc., when these bales are rolled from one place to another in course of handling. Such damage may also arise from exposure to weather when stacked in open awaiting shipment. This type of damage is known as ‘country damage’ in marine insurance. (Gen)

Court Bond. 

Any bond required of a litigant to enable him to pursue a remedy in court. (G) 

Cover. 

(1) A contract of insurance. 
(2) To effect insurance, that is, to ‘cover’ an insured, for instance, for Automobile Insurance effective as of a given time. 
(3) To include within the coverage of a contract of insurance. For example, one could "cover" additional buildings under a Property Insurance contract. (G) 

Cover Note. 

Similar to a binder, but binders are usually issued by companies and delivered to agents. A Cover Note is usually written by an agent, and it informs the insured that coverage is in effect. See also Binder. In reinsurance, a Cover Note is a statement issued by an intermediary or broker indicating that coverage has been effected. (G) 

Coverage. 

The scope of protection provided under an insurance policy. In property insurance, coverage lists perils insured against, properties covered, locations covered, individuals insured, and the limits of indemnification. In life insurance, living and death benefits are listed. (G) 

Covered Loss. 

Illness, injury, death, property loss, legal liability, or any other situation or loss for which an insurance company will pay benefits under a policy when such event occurs. (G) 

Craft Risks.

The risks to cargo during transshipment or landing in small vessels. (Gen)

Credit Report. 

A confidential report made by an independent individual or organization that has investigated the reputation and record of an applicant for insurance. (G) 

Cross Liabilities.

1) When two blameworthy vessels collide, liability will be apportioned between them according to their degree of fault and, following the running down clause, there will be two payments, i.e. cross liability. Admiralty law prescribes a single liability settlement, a method favourable to the ship owner. 

2) Where two or more jointly insured parties, (marine or non-marine) have legal rights against each other, the liability cover will respond as though a separate policy has been issued to each named insured. This is made possible by a Cross Liabilities or Severability of Interest Clause. (Gen)
Cut-off/ Run-off Cancellation.

When a continuous contract is terminated under the canceling clause, the existing risks under the treaty may run-off or simply become cut-off. Run-off means that the reinsurer’s liability under policies current at the cancellation date continues until each policy expires. Cut-off means that the reinsurer will not be liable for losses occurring on or after the termination. The reinsurer usually returns the unearned premium portfolio unless the treaty is written on earned premium basis. (RI)

Cut Rate. 

This term generally applies to insurance companies who charge premiums below a normal or average rate. (G) 

Cut-through Clause.

A reinsurance clause that, in the event of insolvency of the cedant, the reinsurer will be liable to the insured for his share of loss and not to the cedant’s liquidator. (RI)



Damages.

1. Compensation for loss under Tort.
2. Under contracts, compensation for losses resulting from breach of contract.
3. Measure of money for the actual losses sustained.
Damages can be: a) General Damages – which are un-liquidated or not predetermined. The court assesses them under various heads such as loss of amenity, pain and suffering and loss of future earnings; b) Special  Damages – can be assessed with accuracy e.g. medical expenses, loss of earnings, damage to property; c) Nominal Damages – apply when a successful claimant has suffered no pecuniary loss; d) Punitive Damages – aim to punish the defendant. (Gen)
Date of Issue. 

The date stated in a policy as the date on which the contract was issued by the insurer. This is not necessarily the effective date of the policy. (G) 

Death Benefit 

The limit of insurance or the amount of benefit that will be paid in the event of the death of a covered person. (G)
Debris Removal Clause
A property insurance provision which provides coverage for the cost of cleanup and debris removal after a covered cause of loss has occurred, such as cleanup after a fire or windstorm. (Gen)
Decedent. 

Same as deceased. (G) 

Deck Cargo.

Cargo carried outside rather within the vessel’s closed cargo spaces. The insurer’s knowledge is such that a mere description of the goods may be sufficient notice that the cargo will be carried ‘On Deck’ or ‘Under Deck’. (Gen)

Declaration.

1) A statement on a proposal form whereby the proposer affirms the truthfulness of his answers, usually to ‘the best of his knowledge and belief’. The declaration converts the statements into warranties which become the basis of the contract.

2) Periodic declarations of a variable, e.g. wages or stocks, made by the insured under adjustable policies. (Gen)

Declination/ Declinature. 

Rejection of an application for insurance by the insurer. (G) 

Decreasing Premium Protection Insurance.

Decreasing Premium Protection policies feature a level premium and death benefit that decreases each year over the duration of the policy term. Decreasing Premium protection is primarily used when the amount of needed protection is time-sensitive, or decrease over time.  Decreasing protection premium coverage is commonly purchased to insure the payment of a mortgage or other debts if the insured dies prematurely. (LI)
Deductible. 

The portion of an insured loss to be borne by the insured before he is entitled to recovery from the insurer. The Cooperative Health Insurance Policy has ‘Deduction/Portability’ under Out Patient Clinic Treatment Charges. This is the percentage paid by the beneficiary when calling on a physician including consultations, examination & medicine required by the physician - in one indivisible lot 20% - SR 100 Maximum. (Gen/H) 

Deductible Clause. 

A contract provision that sets forth the deductible. (Gen/H) 

Deductible, Franchise. 

See ‘Franchise’. (Gen) 

Defeasible Interest.

A cargo insurable interest that ceases during transit for reasons other than maritime perils. A merchant, who is entitled to reject goods because of default by the seller, has a defeasible interest which is insurable. (Gen)

Deferred Annuity. 

An annuity providing for income payments to commence at a specified future time. (LI)
Deficit. 

Any excess of debits over credits at the end of a given accounting period. (G) 

Deficit Carried Forward. 

The transfer of a debit balance from one accounting period to another. (G) 

Definition Clause.

A clause whereby insurers define the meaning they intend to assign to various words & phrases in the policy. This is particularly important when the ordinary meaning of the word is not appropriate. The obligatory Cooperative Health Insurance Policy has this clause. (G)

Deflation. 

An economic period characterized by falling prices, high unemployment and a generally sluggish or slow economy (as opposed to Inflation). (G) 

Degree of Risk. 

The amount of uncertainty that exists in a given situation. For instance, if you've chosen heads in the flip of a coin, the degree of risk present is 50%, since there is a 50% chance any flip of the coin will come up tails. See also Law of Large Number, Odds, and Probability. (G) 
Demurrage.

A penalty or storage charges for cargo or containers held beyond the allowed number of free days at a warehouse due to late collection. (Gen)

Denial of Claim: 

Refusal by an insurance company to honor a request for indemnifying loss by an individual. In health insurance, refusal to consider the request by an individual (or his or her provider) to pay for health care services obtained from a health care professional. (G)
Dependent. 

An individual who depends on another for support and maintenance - the husband, wives, male sons under the age of eighteen and unmarried daughters.
In Cooperative Health Insurance:

A- The husband / wives entered in this capacity in the registers of the policy holder who are residing legally in the Kingdom of Saudi Arabia. 

B- Children of the employee, children of the husband or wives or the children legally sponsored and residing in the kingdom of Saudi Arabia, who are supported by the employee and entered in this capacity in the registers of the policy holder. (G) 
Deposit (or Provisional) Premium. 

The premium paid at the inception of a contract which provides for future premium adjustments. It is based on an estimate of what the final premium will be. See also Basic Premium. (Gen/H) 

Depreciation. 

A decrease in the value of any type of tangible property over a period of time resulting from use, wear and tear, or obsolescence. The difference between the replacement cost new & present value in as is where is condition. (G) 

Deviation. 

1) Departure of a vessel from the customary or agreed route with the intention of returning to that route for completion of voyage. Under marine insurance, the insurer is discharged from liability if deviation is made without lawful excuse. The Institute Cargo Clause protects the cargo owners by ‘holding covered’ during deviations beyond the control of the insured.

2) A rate that varies from the manual rate. (Gen) 

Direct Business


Insurer selling his product direct to the insuring public without any independent intermediary being involved. A traditional method of direct selling is to employ a direct sales force and although paid on a ‘commission only’ basis, they are employees of the company. This system is very popular especially with life assurance. See also Direct Selling System. (G)
Direct Debit Basis or Debiting the account of the Company. 

The non-payment facilities available for the insured persons by the service provider / providers appointed by the health insurance company where all such expenses are directly debited to the account of the company. (H)
Direct Premiums Written 

The aggregate amount of recorded originated premiums, other than reinsurance, written during the year, whether collected or not, at the close of the year, plus retrospective audit premium collections, after deducting all return premiums. (G)
Direct Selling System. 

A distribution system within which an insurer deals directly with its insureds through its own employees. This definition applies typically to Property and Liability Insurance business. Included are mail-order insurance and the sale of insurance from vending machines at airport booths and elsewhere. Contrast with Independent Agency System. (G) 

Direct Writer 

An insurer whose distribution mechanism is either the direct selling system or the exclusive agency system. (G)
Disability. 

A condition that curtails to some degree a person's ability to carry on his normal pursuits. A disability may be partial or total, and temporary or permanent. (Gen/LI) 

Disability Insurance.

Insurance that pays you an ongoing income if you become disabled and are unable to pursue employment or business activities. There are limits to how much you can receive based on your pre-disability earnings. Rates will vary based on occupational duties and length of time in a particular industry. This kind of coverage has a waiting period before you can begin collecting benefits, usually 30, 60 or 90 days. The benefit paying period also varies from 2 years to age 65. A short waiting period will cost more than a longer waiting period. As well, a long benefit paying period will cost more than a short benefit paying period. (Gen/LI)
Disbursements.

Marine Insurance terminology for expenses for certain labour and supplies which will be lost if a ship is sunk. (G)

Discharge.

A form of receipt given by a claimant acknowledging that he has no further claim in respect of the happening or accident concerned. (G)

Discharge of Cargo at Port of Distress.

In marine insurance the intention is to cover the discharge of cargo at port of distress. The latter term relates to any port, short of destination, short of the intended port of discharge, at which the carrier discharges the cargo because the ship has encountered problems which prevent her from continuing transit of goods. The cargo is likely to suffer damage whilst at such port of discharge or whilst loading & unloading. (Gen)
Discount.

Discount is a reduction in premium in respect of some favourable features of the risk. Ex: discount for fire extinguishing appliances or no claims having been made or for group insurance etc. (G)

Discovery Period.

The time allowed by an insurer to the insured, after termination of the policy, to discover a loss occurred during the period by the contract that would have been recoverable had the contract continued in force. This period varies from 6 months to 3 years. Such a period is normally allowed in Fidelity Guarantee Insurance and Liability Insurances normally. (Gen)

Discrimination. 

Refusal of an insurer to provide comparable insurance or use comparable rates for certain individuals or groups with basic characteristics the same as those to whom the coverage or rates are offered. Unfair discrimination is prohibited by law. (G) 

Disease.

In insurance policy a disease is either any of the specified list of pathological or any illness which requires hospitalisation. (Gen/LI)

Divided Cover. 

The placing of insurance on a given subject or object with more than one insurer. (G) 

Dividend. 

(1) The return of part of the premium paid for a policy issued on a participating basis by either a mutual or a stock insurer. (2) A portion of the surplus paid to the stockholders of a corporation. (G) 

Domestic Insurer (or Company). 

An insurer formed under the laws of the state in which the insurance is written. (G) 

Double Indemnity.

Policies that provide fro twice the face amount of the policy to be paid if death results from stated but generally accidental causes – like Double Accident Benefit policy under Protection & Savings Insurance. (G)

Downside Risk.

The chance that the actual outcomes will be worse than some fixed level. (G)

Draft.

The depth necessary to submerge a ship to her load line. (Gen)

Dredgers.

Vessels involved with sprinkling of suctions, which normally work in ports or inland waterways. A dredger is a ship or boat equipped with a dredge – a device for scraping or sucking the sea bed – bottom sediments & disposing them at a different location. Dredging in shallow seas or freshwater areas keeps waterways navigable and also produce materials for land reclamation. (Gen)

Drop Down Cover.

An excess layer, umbrella liability cover or excess of loss treaty that lowers, i.e. drops down, its excess point if the limits of the underlying layer or retention has been exhausted. (RI)

Duty of Assured Clause.

The duty of assured clause contained in the Institute Cargo Clauses provides that:

1) The Insured must take reasonable measures to avert or minimize any loss recoverable under the policy.

2) He must protect his right of recovery against the carriers etc. by complying with the legal requirement as to notice of claim on the carriers. (Gen)

DWT

Dead Weight Tonnage. It expresses the number of tons (of 2240pounds) of stores, fuel & cargo that a ship can transport. It is the difference between the number of tons of water a ship replaces ‘Light’ and the number of tons it displaces when submerged to her load line. (Gen)



Earned Income. 

The money individuals earn as a result of working at some job or occupation for which they are paid a salary. (G) 

Earned Premium. 

(1) That part of the premium applicable to the expired part of the policy period, including the short-rate premium on cancellation, the entire premium on the amount of loss paid under some contracts, and the entire premium on the contract on the expiration of the policy. 
(2) That portion of the reinsurance premium calculated on a monthly, quarterly or annual basis which is to be retained by the reinsurer should there cession be canceled. 
(3) When a premium is paid in advance for a certain time, the company is said to ‘earn’ the premium as the time advances. For example, a policy written for three years and paid for in advance would be one-third ‘earned’ at the end of the first year. (G) 
Earthquake.

A convulsion of the earth’s surface. An earthquake is the result of sudden release of stored energy in the earth’s crust that creates seismic waves. It is caused by tectonic plates getting stuck & putting a strain on the ground. The strain becomes so great that rocks give way breaking & sliding along fault planes.  At the earth’s surface, earthquakes may manifest themselves by a shaking or displacement of the ground often resulting in large scale destruction of property & loss of life. Earthquake is one of the perils that can be covered under insurance. (Gen)

Effective Date. 

The date on which the protection of an insurance policy or bond goes into effect. (G) 

Ejusdem generis.

Of the same kind – Terminology ‘etc’ is such a terminology. A rule of construction. If a specific phrase is followed by a general expression then the latter will be interpreted as meaning ‘of same kind’ as the specific words. If a policy refers to ‘jewellery, plate, silver, gold or any articles’, the last three words mean ‘any articles of the same valuable kind as jewellery, plate, silver, gold’ and do not mean ‘any articles of any kind’. (G)

EML (Estimated Maximum Loss).
See MPL (Maximum Probable Loss). (Gen)
Embezzlement.

Misappropriation by an employee, of money or goods of the employer coming into possession of the employee, before they reach the actual or constructive possession of the employer. (Gen)

Emergency.
The Medical Treatment required by the beneficiary following an accident or an emergency requiring quick medical intervention. (H)
Emergency Liability Exposure.

In a moment of imminent danger if a person acts in a way which causes injury to another, he will not be held liable in negligence if his act was not unreasonable in the difficult situation he was placed. (Gen)

Employee. 

Any person who performs for another under a contract of hire/service.

Employer. 

Natural or legal person employing one labourer or more. (Gen/LI)
Employers Liability Insurance 

Coverage against common law liability of an employer for accidents to employees, as distinguished from liability imposed by a Workers' Compensation Law. Employers Liability insurance provides an additional indemnity for the employer. In the event that the compensation provided is inadequate then the employee can take legal action for additional compensation. The employee will have to prove the claim against his employer.  (Gen)

Endorsement. 

A written or printed form attached to the policy which alters provisions of the contract. An endorsement overrides the more general provisions in the policy itself. (G) 

Endowment.
Protection & Savings insurance payable to the policyholder, if living on the maturity date stated in the policy or to a beneficiary if the insured dies before that date. For example, some Term to age 100 policies offer the option of taking the face amount of the policy as a cash payout at age 100 if the policyholder is still alive or leaving the policy to pay out upon death. (LI)
Energy Insurance. 
Provides coverage for oil, petrochemical, other energy installations, and any other insurance included under this class of insurance. (Gen)
Engineering Insurance. 
Provides coverage for builder’s risks, construction, mechanical, electrical, electronic, and machinery breakdown, and any other insurance included under this class of insurance. (Gen)
Equity. 

The money value of an insurance company that is over and above its liabilities. Liabilities include almost all of its reserves. (G) 

Errors and Omissions Clause 
A provision in reinsurance agreements which is intended to neutralize any change in liability or benefits as a result of an inadvertent error by either party. (RI)
Errors and Omissions Insurance.
Insurance coverage purchased by the agent/broker or a professional that provides protection against loss incurred by a client because of some negligent act, error, oversight, or omission by the agent/broker/professional in performing his/her profession. (Gen)
Escalation.

Increase in the value of property insured during the period of insurance. (Gen)

Escalation Clause.

The clause provides for automatic increase in the sum insured throughout the period of the policy. The percentage of such escalation is specified. An additional premium is payable. The clause is applied to policies covering building, machinery and accessories only and does not apply to policies covering stocks, liability and personal benefits. (Gen)

Estate.

A right in property. An estate in land is the degree, nature or extent of interest which a person has in it. (Gen/LI)

Estate Plan. 

A plan for the disposition of one's property at death, including the handling of property in the event of the incompetence or total disability of the estate owner. A will is part of an estate plan. (Gen/LI) 

Estimated Premium. 

A provisional premium which is adjusted at the end of the year. For example, in Workers Compensation Insurance an estimated premium is based on estimated payrolls for the coming year. At the end of the year, final payrolls are determined and the final premium is computed. (Gen) 

Estoppel.

The rule of evidence or doctrine of law that precludes a person from denying the truth of some statement formerly made by him, or the existence of facts, which he has by words or conduct led others to believe. Where an insurer continues to deal with a claim despite knowing of a breach giving him the right of avoidance, he may be estopped from denying liability. (G)

Evidence.

That which tends to prove or disprove any matter in question. (G)

Evidence Clause. 

A clause in a policy which requires the insured to cooperate in the investigation of a claim by producing records and submitting to examinations. This is required to help an adjuster establish the validity of a claim. An Evidence Clause in a Health policy requires the insured to submit to physical examinations. (G) 

Exception. 

See Exclusion. (G) 

Excess. 

Excess is the first part of each and every claim that you are required to pay. The excess may be compulsory – imposed in the policy; or voluntary – opted by the insured in return for a discount in premium.  (Gen) 

Excess Insurance. 

A coverage designed to be in excess over one or more primary coverages, and which does not pay a loss until the loss amount exceeds a certain sum. Contrast with Primary Coverage. (G) 

Excess of Loss 
A form of reinsurance under which recoveries are available when a given loss exceeds the cedant’s retention defined in the agreement. A non- proportional type of reinsurance treaty whereby the insured is required to cede certain risks within specified amounts in excess of the loss amount, which the insurer has agreed to accept. The reinsurer undertakes to accept the insurance on the assigned risks. (RI)
Excess of Loss Ratio.

Excess of loss ratio reinsures the insurer’s loss ratio. It does not insure individual risks but the overall account. An excess of loss ratio reinsurance contract protects an insurer’s account if their loss ratio exceeds a certain amount as reinsures agree to pay the excess. Expressed as a percentage reinsurers might agree to pay 90% if the loss ratio exceeds 75%. It can be considered as financial protection for an insurer. It is a specialist type of cover that may be used by an insurer to protect one peril where fluctuations in losses can occur. Hail damage to growing crops is an example. It is also used by parent companies to protect subsidiaries. (RI)
Excluded Peril. 

This is a peril specifically mentioned in the policy as not covered. A fire policy specifically mentions a fire caused by an earthquake is not covered. (G) 

Exclusion. 

A contractual provision that denies coverage for certain perils, persons, property, or locations. (G) 

Exclusions. 

Specific situations, conditions, or circumstances that are listed in the contract as being not covered. Also called Exceptions or Exemptions. (G) 

Exclusive Agency System. 

An insurance distribution system within which agents sell and service insurance contracts that limit representation to one insurer and which reserve to the insurer the ownership, use, and control of policy records and expiration date. See also Captive Agent and Direct Writer, and contrast with Independent Agency System. (G) 

Exculpatory Agreement.

Agreement not to bring civil suit against another for specified type(s) of future wrong(s), thus excusing (or exculpating) the other from potential liability to the party granting this waiver. Being a waiver, an exculpatory agreement differs from an indemnity agreement, such as a ‘hold harmless’ agreement, which is a promise to pay another under certain circumstances. (Gen)

Executor, Executrix. 

A fiduciary named in a will to settle an estate. An executrix is a female executor. (Gen/LI) 

Exemplary Damages.

Punitive Damages imposed as a penalty. See ‘Damages’. (Gen)

Ex-Gratia Payment. 

Latin for ‘from favor’. A payment by an insurer to an insured for which there is no liability under the contract. In some cases an insurer may feel there has been a mistake or a misunderstanding, and he may pay a claim even though he does not appear to be liable. Usually made in lieu of incurring greater legal expenses in defending a claim. Rarely encountered in reinsurance as the reinsurer by custom and for practical reasons follows the fortunes of the ceding company. (G) 
Expected Loss.

Arithmetic mean or expected value or the probability distribution of the amount of loss which may occur during one year (or a specified period). (G)

Expected Value.
Arithmetic mean of all possible outcomes of a specified future event, such as annual amounts of incurred or insured losses. If all possible outcomes are equally probable, their expected value is their sum divided by the number of possible outcomes. If all possible outcomes are not equal, each outcome must be weighted (multiplied) by its probability, then the sum of such weighted outcomes must be divided by the sum of the weights. (G)

Expense Allowance. 

Compensation paid to an insurance agent in excess of prescribed commissions. (G) 

Expense Ratio 

The ratio of underwriting expenses (including commissions) to net premiums written. This ratio measures the company's operational efficiency in underwriting its book of business. (G)

Experience 
(1) The loss record of an insured or of a class of coverage. 
(2) Classified statistics of events connected with insurance, of outgo, or of income, actual or estimated. 
(3) What figures show to have happened in the past.
Experience may be compiled on different bases to provide various means of appraisal, viz. Accident Year, Calendar Year or Policy Year but for underwriting purposes, should always compare earned premium with incurred losses after the latter have been modified by an allowance for loss development and incurred but not reported losses (I.B.N.R.). (G)
Expiration.

The date upon which a policy will cease to cover unless previously cancelled. (G)

Expiry.

Termination of policy at the end of the term period. (G)

Explosion.

The sudden release of pent-up pressure with force of concussion. Explosion is a violent bursting with loud sound or noise. This is one of the perils covered under insurance policies. (Gen)
Exposure 

Measure of vulnerability to loss, usually expressed in SAR or units. (G)  
Express Covenants.

Those parts of a contract that are created by specific words of the parties which are declaratory of their intention. (G)

Express Warranty.

An express warranty is a stipulation in writing on the policy requiring the insured to do or not to do something or stating that a certain state of affairs will or will not be maintained. An example:

It is warranted that the quantity of petrol in the workshop other than in parked vehicles shall not exceed 50 litres at any one time. (G)
Extra Charges.

Marine insurance term referring to the expenses incurred by the insured in proving a loss, e.g. survey fees, auction and sale charges. The insurer admits these expenses if the cargo claim is admissible. (Gen)
Ex-works.

A shipment term. This indicates that the price of the goods in a contract of sale is their cost at the factory gate. When goods are shipped ‘ex-works’ it is the duty of the seller to place the goods at the disposal of the buyer at the time and place specified in the contract usually the premises of the seller) and to bear all costs involved in doing so. It will be the responsibility of the buyer to not only to arrange for transportation of the goods but also to arrange for insurance. (Gen)



F A S (Free Alongside Ship)

A shipment term. The seller assumes the responsibility until the goods are delivered along with the vessel at the loading berth named by the buyer at the named port in the manner customary at the port at the date or within the stipulated period and notify the buyer without the delay that the goods have been delivered alongside ship. (Gen)
Face Amount. 

The amount of insurance provided by the terms of an insurance contract, usually found on the face of the policy. In a Protection Insurance policy, the death benefit. (G) 

Face of Policy.
The front or the first page of the policy. It customarily includes the name of the insurer as well as certain insuring clauses. (G)
Fact, Material. 

See ‘Material Fact’. (G)  
Facultative 
Facultative reinsurance means reinsurance of individual risks by offer and acceptance wherein the reinsurer retains the ‘faculty’ to accept or reject each risk offered. An optional case-by-case method of reinsurance. The reinsurer has the option to accept or neglect the offered risks. (RI)
Fault Tree Analysis.

Procedure for discovering all possible causes of a particular accident by identifying all factors that can contribute to it. These factors are diagrammed in sequence, which forms a tree. The branches of the tree are continued until independent or uncontrollable events are identified. Probabilities are determined for these independent events in order to compute both the probability of the accident and the most likely chain of events leading to the accident. (G)

Fictitious Groups. 

Groups formed primarily for the purpose of buying insurance. Under the law such groups may not be underwritten. (G/H/LI) 

Fidelity Guarantee Insurance.

These are also called Commercial Guarantees. Also known by the less ambiguous title of ‘Theft by Employees’, it provides cover against losses caused by fraud or dishonesty of employees. Any employee who handles money, property or involved in record keeping is in a position to divert money or property (stocks) from its rightful place. There are different types:

a) Individual Policies – issued to individuals; (b) Collective Policies – cover named employees with separate amounts for each; (c) Floating Policies – cover unnamed employees up to one overall limit; (d) Blanket Policies – guarantee the staff generally; (e) Positions Policy – guarantees the position (e.g. Chief Accountant) and not the individual by name. (Gen)
Fiduciary. 

A person holding the funds or property of another in a position of trust. An example would be the executor of an estate. (G) 

Field. 

(1) See Field Force. (2) A type or line of insurance as "in the Protection Insurance field." (3) An area or territory covered by an agent, agency, or insurer. (G/H/LI) 

Field Force. 

The agents and supervisory/marketing personnel of insurers who operate away from the home office in the branch offices and agencies of the company. (G/H/LI) 

Financial Derivatives. 

A contract whose value is based on the performance of an underlying financial asset, indexes, or other investments. (G)
Financial Risk. 

If the outcome can be measured in financial terms then the risk is classified as financial (G)
Financial Statement. 

The disclosure of the financial results of a firm's operations. It involves the balance sheet, profit and loss statement, and associated information. (G/H/LI/RI) 

Fine Print. 

A reference to imaginary small type in a policy contract supposedly containing exclusions, reductions, exemptions, and limitations of coverage. Most state laws include specifications for the minimum type size that can be used in a policy, and they also provide that exclusions cannot be printed in type smaller than that used to print the benefits. (G) 

Fire.

Fire connotes actual ignition under accidental & fortuitous circumstances so far as its coverage under the Fire Insurance is concerned. Spontaneous combustion, fermentation or heating or scorching without actual ignition is not fire. A fire lighted for a definite purpose, say for warming or manufacturing is not fire as understood in fire insurance parlance if it is confined within its own limits. If such fire breaks out of its bounds & ignites other property, then the loss is within the scope of Fire Insurance. (Gen)
Fire Extinguisher. 

A device which extinguishes flames. Fire Extinguishers may contain liquid/ dry chemicals or gases. (Gen) 

Fire Insurance. 

The business of effecting contracts of insurance against loss by or incidental to fire or other perils customarily included among the risks insured against in the Fire Insurance policies. (Gen) 

Fire Proof.

Literally means material or structure that will withstand damage by fire, e.g. Fire Proof Safe/ vault. (Gen)

Fire Wall.

Floor to roof wall of incombustible materials with no doors, windows or other spaces/openings through which fire could pass. It needs to be sufficiently fire resistant – four hours resistance. Such a wall would qualify the property into a separate risk and not a communicating risk. (Gen)

Firewall.

A logical or physical discontinuity in a computer network to prevent unauthorized access to data or resources. The ‘secure’ trusted network is said to be ‘inside’ the wall and the ‘insecure’ un-trusted network is ‘outside’. (G)

First Loss Insurance. 

(1) Popularly used, an insurance policy which is called upon to pay a loss before others covering the same risk. (2) A contract written in such an amount as to cover only an insured's expected loss during the policy period with no other insurance in existence. (G) 

"First" Named Insured. 

The first named insured appearing on a commercial policy. The latest forms permit the insurer to satisfy contractual duties by giving notice to the "first" named insured rather than requiring notice to all named insureds. (G) 

First Party Insurance. 

Market terminology in Motor Insurance - Insurance which applies to coverage for the insured's own property or person. This is actually called as Package Policy or Comprehensive Policy.Contrast with Third Party Insurance. (G) 

First Surplus.

The surplus treaty immediately above the cedant’s retention and to which cessions must be made in priority to all other surplus treaties. The reinsured may arrange second and third treaties and so on. (RI)

First Year. 

The term used to refer to various matters during the first year a policy is in force, such as first year premiums and first year claims. (G) 

First Year Commission. 

The commission paid on the first year's premium. (LI) 

Fixed Amount Option. 
A settlement option under which the insurer uses the policy proceeds to pay the beneficiary a sum of money in a series of annual or more frequent installments for as long as the proceeds last. It is also called the fixed payment option. (LI)
Fixed Period Option. 
A settlement option under which the insurer pays the beneficiary the policy proceeds in a series of annual or more frequent installments for a specified length of time. (LI)
Fixed Share Treaty.

Means Quota Share Treaty. (RI)

Fixtures.

Appurtenances which are fixed to the building or land and generally in such a way that they cannot be moved without causing damage to the building or the items, e.g. sanitary fittings, bathtubs, kitchen cabinets, counters, partitions. (Gen)

Fixtures & Fittings.

Additions to the buildings ‘therein or thereon’, usually considered a part of the building. Those articles that are attached and appear to be a permanent part of the property. Thus shelves, show cases, counters are customarily regarded as fixtures & fittings though some of them may not be permanently attached. (Gen)

Flag of Convenience.

Every state has the right to sail ships under its ‘flag’ on the high seas. Each state fixes norms for the grant of nationality to ships for the registration of ships in the territory and for the right to fly its flag. Flags of convenience are the national flags of those states with which ship-owners register their vessels. A ship owner may choose a particular state for registration because of les rigorous standards. Underwriters take into account of the ‘flag’ when they assess the risk. (Gen)

Flat. 

Without interest or service charges. See also Flat Cancellation. (G) 

Flat Cancellation. 

A policy which is cancelled upon its effective date. Usually under a flat cancellation no premium charge is made. (G) 

Flat Commission. 

A standard scale commission paid to an agent regardless of the type of exposure or the type of policy. Contrast with Graded Commission. (G) 

Flat Premium.
A fixed non-adjustable premium sometimes used in reinsurance. (RI)
Flat Rate 
In reinsurance, a percentage rate applied to a ceding company’s premium writings for the classes of business reinsured to determine the reinsurance premiums to be paid the reinsurer. (RI)
Fleet Insurance.

Policy on a number of vehicles owned/ operated by the same insured and rated on experience basis, i.e. fleet rating. (Gen)

Floater 

1. A separate policy available to cover moveable property with a sum insured that moves with the goods to wherever the property is located within a range of locations.

2. A policy where one sum insured floats among many members as in a health insurance or in fidelity guarantee. (G)

Flood.

A flood is an overflow of an expanse of water that submerges the lad, a deluge. It is usually due to the volume of the water within a body of water, such as a river or a lake, exceeding the total capacity of the body. (Gen)
F O B (Free On Board).

A shipment term. The seller is responsible for loss or damage to goods until they are placed on board the vessel for onward carriage. Thereafter, the buyer becomes responsible for the goods. (Gen)

Following the Fortunes 
The clause stipulating that once a risk has been ceded by the reinsured, the reinsurer is bound by the same fate thereon as experienced by the ceding company. (RI)
Force majeure.

Literally means ‘greater force; a clause designed to protect the insured against his failure to perform contractual obligations when caused by certain events beyond his control, such as a natural disaster or war. (G)
Form. 

(1) An insurance document which, when attached to a policy, makes it complete. For example, a Standard Fire policy would have to have a Business Interruption form attached to it to make up a Business Interruption policy. (2) Any rider or endorsement, such as a Deductible Endorsement "form." (G) 

Fortuitous. 

Fortuitous essentially means accidental and in this context means that any event must be outside the control of the insured. It must be accidental as far as he is concerned. A theft is not accidental, it is a deliberate act by the thief but it is accidental or fortuitous to the victim. (G) 

Fortuitous Event. 

See Accident. (G) 

Forwarding Charges.

This clause, in Ocean transit policies, provides for payment of extra charges or expenses reasonably incurred in unloading, storing & forwarding the cargo to destination when the insured transit is terminated short of destination i.e. an intermediate port due to the operation of an insured peril. (Gen)

FOT/ FOR (Free On Truck/ Free On Rail).

A form of sale contract wherein seller pays all charges and loads goods on truck or rail, retaining the risk of damage until delivery to the carrier or the railways. The buyer is responsible after such delivery and for further charges including insurance. (Gen)
Franchise. 

A franchise is similar to a deductible in that the insurer makes no settlement if the total claim is below the franchise figure. However, if the claim is above the franchise figure, the claim is paid in full. Franchises are very unusual in modern insurance practice though machinery breakdown covers sometimes use time franchises. (Gen)
Free look Provision.

This is a provision in some insurance policies which allows a policy holder a number of days (usually 10 days) to look over the policy and if dissatisfied for any reason, return it for a full refund of premium. The Free Look Period commences from the date the policy holder receives the policy. (G)
Freight.

Reward payable to a ship-owner for the carriage of goods including the profit he derives from carrying his own goods or other people’s goods but not including passage money. (Gen)

Freight Forwarder.

Party that arranges the shipping of the goods overseas but does not normally take possession of the goods. (Gen)

Frustration Clause.

A marine War Clause which excludes claims based on ‘frustration’ of the adventure by the operation of war perils. The clause states that there is no loss because of the termination (or frustration) of the transit due to an outbreak of hostilities. The property is not irretrievably lost but is prevented from reaching its destination. There must be actual physical loss or damage to the cargo to constitute a loss payable under the policy. (Gen)
Fundamental Risk. 

Fundamental risks relate to those risks that affect large groups of people. Examples of fundamental risks include widespread natural disasters, (earthquake, hurricanes, flooding, famine and the like), a national economic disaster or social upheavals.  (G) 

Future Purchase Option 

Protection & Savings Insurance provisions that guarantee the insured the right to buy additional coverage without proving insurability. Also known as ‘guaranteed insurability option’. (LI)


Gale.

An extra-tropical storm with sustained winds between 34 – 48 kts/ 39 – mph. (Gen)

Gambling. 

The creation of a situation where there is a chance of either loss or gain. This is the opposite of insurance, which either eliminates or reduces the risk of loss and presents no chance of gain. (G) 

General Average (GA).

Loss through voluntary sacrifice - damage or expenses purposely incurred for the common safety of the voyage – the vessel, freight & cargo interests. General Averages are paid by the several interests in the proportion of their respective values exposed to the common danger including the interest of the party whose property or interest is intentionally sacrificed. (Gen)
General Average Adjustment.

Adjustment of general average loss usually carried out by an average adjuster appointed by the ship-owner. A statement of losses suffered, values and proportionate contributions of all interests saved is prepared. (Gen)

General Average Bond.

Document required of cargo owners, after a general average loss, obtaining their agreement to pay any contribution that may become due. The bond, additional to the GA Deposit, secures release of the goods. It authorizes the ship-owner to draw on the funds to defray any General Average disbursements. The cargo owner obtains a general average guarantee from his insurer who agrees to meet the insured’s general average contribution. (Gen)
General Average Contribution.

The contribution to general average losses by all interests at risk on the basis of their respective values. The contribution is payable under the cargo policy if the insured peril has occurred. The insurer pays when the final account is apportioned but as this may take years a general average deposit is requested. (Gen)

General Average Deposit.

Deposit paid by the consignee in return for delivery of the goods where the goods are subject to general average contribution. The deposit may be replaced by a general average guarantee. (Gen)

General Average Disbursements.
See General Average Expenditure. (Gen)

General Average Expenditure.

Expenditure, also called general average disbursements, incurred by a ship-owner in connection with a general average act, e.g. hire of a tug to tow stricken vessel to a port of refuge. Any damage to the cargo during this operation is general average sacrifice. Port of refuge expenses are the most common form of GA expenditure. They are included in the final GA adjustment and incorporated in the GA contributions payable by the insurer. (Gen)
General Average Fund.

The accumulated general average deposits that are available for general average expenditure and, in due course, payment of the contributions. (Gen)
General Average Guarantee.

An insurer’s undertaking to pay the contribution due towards the GA fund. It normally replaces GA deposit. (Gen)
General Average Loss.
Sacrifice or expenditure directly consequent upon a general average act. (Gen)
General Average Sacrifice.

Property sacrificed for the common safety of the maritime adventure. (Gen)

General Exceptions/ Exclusions.

Exceptions listed in a comprehensive or hybrid policy that apply to all sections of the policy. In addition to this each section may have specific exclusions applicable to that section alone. (Gen)

General Insurance.
This category of Insurance covers insurances excluding Health Insurance and Protection & Savings Insurance viz. (1) Accident & Liability Insurance (2) Motor Insurance (3) Property Insurance (4) Marine Insurance (5) Aviation Insurance (6) Energy Insurance (7) Engineering Insurance & (8) Any other Insurances not categorized as above & not falling under the scope of health Insurance & Protection & Savings Insurance. (G)

General Liability Insurance. 

Insurance designed to protect business owners and operators from a wide variety of liability exposures. Exposures could include liability arising from accidents resulting from the insured's premises or operations, products sold by the insured, operations completed by the insured and contractual liability. (G)

General Organization for Social Insurance (GOSI). 

Established to administer the Kingdom's national social insurance scheme. (G)
General Provisions.

Those provisions, in addition to the regular insuring and benefit provisions and to standard uniform provisions, which define and limit the coverage. Also called ‘Additional Provisions’. (G)

Geographical Limitation. 

A contractual provision which is specifically names geographical areas outside of which the insurance is not effective. Same as Territorial Limitation. (G) 

Glass Insurance.

The glass insured is not ordinary loose sheet glass, but plate glass which is fixed t a particular place. The policy cover is All Risks providing an indemnity for any accidental breakage. Primary need is for shop fronts but also internal plate (or other reinforced) glass in display cabinets, showcases etc can be covered. The word ‘breakage’ does not include scratches, disfiguration, discolouration or damage other than fracture extending through the entire thickness of the glass. (Gen)
Global Policy.

A policy providing the same level of protection in several different countries. (G)
Good faith.

Acting honestly. It means that there is absence of fraud, but short of the doctrine of utmost good faith. (G)

Goods.

In marine insurance this means ‘goods in the nature of merchandise’. It does not include the personal effects or provisions and stores for use on board. (Gen)
Goods held in Trust or on Commission.

When written in policy, these words do not imply a technical trust but includes holding goods as a bailee. ‘Goods held on commission’ has a more restricted meaning and refers to the property entrusted to the insured for the purpose of sale. The phrase as a whole is wide enough to cover not only the insured’s interest but also the full value of the goods. Any sum the insured recovers above his own interest is held in trust for the owners. (Gen)
Goodwill. 

An intangible business asset. It refers to the value of a business which has been built up through the reputation of the business concern and its owners. (G) 

Government Bonds.

A surety required for the special managers in bankruptcy, trustees under deeds of arrangement, liquidators and those concerned with dutiable goods. (Gen)

Grace Period.
The length of time (usually 30 days) after a premium is due and unpaid during which the policy, including all riders, remains in force. If a premium is paid during the grace period, the premium is considered to have been paid on time. In Universal Protection policies, it typically provides for coverage to remain in force for 60 days following the date cash value becomes insufficient to support the payment of monthly insurance costs.  (G)

Graded Commission. 

A compensation scale for agents which provides for varying commission rates depending upon the class, type, or volume of insurance written. Contract with Flat Commission. (G) 

Gradually Operating Causes.
Causes that result over time, e.g. rust, corrosion and normal wear and tear. No fortuitous element is present and compensation for the reduction in value would contravene the principle of indemnity. (Gen)
Gregorian Calendar. 

The solar calendar now in general use, introduced by Gregory XIII in 1582 to correct an error in the Julian calendar by suppressing 10 days, making Oct 5 be called Oct 15, and providing that only centenary years divisible by 400 should be leap years; it was adopted by Great Britain and the American colonies in 1752 (G) 

Gross Line.

The amount of insurance the insurer has on a risk before deducting the amount reinsured. Net lines plus reinsurance equals gross line. (RI)

Gross Premium Written.

Aggregate of all the premiums falling due during the accounting year, including single premiums and portfolio premium entries after deducting portfolio withdrawals and cancellations. (G)

Gross Profit.

The amount, or difference, by which the sales revenue exceeds the cost of sales, i.e. costs incurred in getting the goods ready for sale such as purchases, direct labour costs and other direct costs in manufacturing. An older way of calculating gross profit was to add net profit to the standing charges of the business. Loss of gross profit is insured under Business Interruption Insurance. (Gen)

Group Insurance.
This is a very common form of insurance which is offered for members of well defined groups/ associations like Employees of a firm, Students & Teachers of a school/ college/ University. Also see ‘Fictitious Groups’. (G)
Group Protection Insurance.
This is a very common form of Protection insurance which is found in employee benefit plans and bank mortgage insurance. In employee benefit plans the form of this insurance is usually one year renewable term insurance. The cost of this coverage is based on the average age of everyone in the group. Therefore a group of young people would have inexpensive rates and an older group would have more expensive rates. 

Some people rely on this kind of insurance as their primary coverage forgetting that group life insurance is a condition of employment with their employer. The coverage is not portable and cannot be taken with you if you change jobs. If you have a change in health, you may not qualify for new coverage at your new place of employment. 

Bank mortgage insurance is also usually group insurance and you can tell this by virtue of the fact that you only receive a certificate of insurance, and not a complete policy. The only form in which bank mortgage insurance is sold is reducing term insurance, matching the declining mortgage balance. The only beneficiary that can be chosen for this kind of insurance is the bank. In both cases, employee benefit plan group insurance and bank mortgage insurance, the coverage is not guaranteed. This means that coverage can be cancelled by the insurance company underwriting that particular plan, if they are experiencing excessive claims. (LI)
Gross Line. 

The total limit accepted by an insurer on an individual risk, including the amount to be reinsured. (RI) 

Gross Premium. 

The net premium plus operating expenses, commissions and other expenses. (G) 

Guarantee.

Promise to answer for the debt or default of another person. The party giving guarantee is the ‘Guarantor’ or ‘Surety’ (an Insurer), the person receiving is the ‘Guarantee’ or ‘Creditor’ (e.g. the Employer) and the person whose debt or performance is guaranteed is the ‘Principal’ (e.g. the Employee). (Gen)
Guaranteed Continuable. 

See Guaranteed Renewable. (G) 

Guaranteed Renewable 

A policy provision in many products which guarantees the policy-owner the right to renew coverage at every policy anniversary date. The company does not have the right to cancel coverage except for nonpayment of premiums by the policy-owner; however, the company can raise rates if they choose. (G)
Guaranty Funds. 

Funds created by state law from contributions by insurance companies operating in the state which are used to make good any unpaid claims or otherwise to make money available to insolvent companies. Same as Insolvency Funds. (G) 

Guiding Principles. 

Rules established by major Property and Liability trade associations for the adjustment of losses, particularly with respect to how losses should be apportioned between insurance companies under certain circumstances. (G) 



Hague Convention, 1970.

The increasing incidence of acts of unlawful seizure of aircrafts by hijacking led to a an overview of the problem at a diplomatic conclave in 1970 held at the Hague. The convention provided the first legal definition of hijack. The convention required every ratifying state to introduce domestic legislation to acquire jurisdiction over the offence. The state that apprehends the offender may either extradite him or refer the case to its own prosecuting authority. (Gen)

Hague Protocol, 1955.

Updated the Warsaw Convention in 1955 by: extending protection to servants & agents sued by passengers dissatisfied with the Convention limits; removing some of the obstacles to claims in regard to matters such as details on tickets; removing the defence of pilot error and negligent navigation. The limit of liability to passengers doubled to 250,000 gold francs. (Gen)
Hague-Visby Rules.

Drawn up following Brussels Protocol1968 to replace the Hague Rules, 1924. They are appended as a schedule to the Carriage of Goods by Sea Act 1971. The rules have been adopted by several countries to establish a uniform code of carriage of goods by sea under bills of lading. (Gen) 

Hailstorm.

A type of storm that precipitates chunks of ice that aren’t snow. Hailstorm usually occurs during regular thunder storms. While most of the hail that precipitates from the clouds is fairly small & virtually harmless, there have been cases of baseball & golf ball sized hail that caused much damage & injuries. (Gen)

Hamburg Rules.

UN Proposal in 1978 to overhaul the Hague Rules. The proposal makes the sea carrier liable for all damage to cargo regardless of cause and without limitation. The Rules, opposed by the US and the UK, will come into effect when approved by 20 countries. (Gen)
Haulier’s Liability Policy.

Also called the ‘Carrier’s Liability Policy’, covers liability of the carrier for loss or damage to customer’s goods while in his custody. (Gen)

Hazard. 

A specific situation that increases the probability of the occurrence of loss arising from a peril, or that may influence the extent of the loss. For example, accident, sickness, fire, flood, liability, burglary, and explosion are perils. Slippery floors, unsanitary conditions, shingled roofs, congested traffic, unguarded premises, and un-inspected boilers are also hazards. (G) 

Hazard, Moral. 

See Moral Hazard. (G) 

Hazard, Morale. 

See Morale Hazard. (G) 

Hazard, Physical. 

See Physical Hazard. (G) 

Hazardous Activity/ Pursuits. 

Bungee jumping, scuba diving, horse riding, Aviation (other than as a passenger in normal flights), ballooning, big game hunting, mountaineering, winter sports and other activities not generally covered by standard insurance policies. For insurers that do provide cover for such activities, it is unlikely they will cover liability and personal accident, which should be provided by the company hosting the activity. (Gen/LI)

Health Insurance.
Health insurance provides individual or group coverage for medical costs, medicines, medical and medications requirements as well as management of medical programmers. (H)
Heave.

Upward movement of the land that can result from the expansion of the clay sub-soil after the removal of the trees or other vegetation or from the natural movement of earth or rock. Heave is usually insured when subsidence is covered. (Gen)

Hedge.

A conservative strategy used to limit financial loss by effecting a transaction that offsets the underlying position. A hedge correlates with the risk so a profit made on a futures or option contract mitigates the loss on investment or activity. (G)

Held Covered (H/C).

Cover granted by marine insurers under the ‘held Covered Clause’ to protect the insured in circumstances, beyond the insured’s control, to which the policy would otherwise not apply such as when the vessel navigates in waters not permitted under the Institute Warranties/ clauses. Cover is conditional upon the insured giving the insurer prompt notice and paying any reasonable additional premium. (Gen)

Highly Protected Risk (HPR).

Property or risks of the highest quality in terms of physical hazard meeting the insurer’s loss control standards protected by Sprinklers, haylon systems, water hydrants, fire and smoke alarms. Such risks benefit from lower premium. (Gen)

Hijacking.

Any unlawful seizure or wrongful exercise of control of aircraft or crew in flight by any person or persons on board the aircraft and forcing a pilot to fly aircraft to an unscheduled destination. (Gen)

Hire Purchase Clause.

Motor Insurance clause protecting the interest of any hire purchase company that has financed the purchase of the insured’s. The clause may also appear in property policies also. (Gen)
Hold Up

Robbery (crime) committed by armed robbers in commercial establishments like banks. (Gen)
Hospital: 
An authorized health facility acceptable to the policy holder and the company, and is licensed to operate as a hospital under regulations in force for providing reimbursable treatment under this policy. Hospital in this policy will not include hotels, guest houses, dormitories, rest houses, recuperation houses, sanitariums, care houses for the persons in custody, infirmaries, asylums or any other places used for accommodating and treating alcohol and drug addicts. (H)
Hospitalization (in-patients): 
Admittance of an insured person as an in-patient in a hospital until the morning of the following day based on a referral from a licensed physician. (H)
Hostilities.

Does not imply war but means acts of hostility or operations of hostility. They must be carried out by persons acting as agents of and enemy government or of an organized rebellion and not by individuals acting on their own initiative. (Gen)

Hours Clause.

A catastrophe excess of loss clause that treats multiple losses originating from the same clause (e.g. a hurricane), and occurring during within a specified time (typically 72 hours), as a single loss occurrence. If treated as individual losses the probability is that most of them would fall within the excess or deductible. The reinsured is allowed to choose the date/time for the commencement of any consecutive hours’ period and allowed to divide the catastrophe into two or more loss occurrence. (RI)
Housekeeping. 

The care, cleanliness and maintenance of an insured's property. It is an important underwriting consideration in many forms of insurance, such as Workers Compensation and Property. (G) 

Hull.

A marine vessel and associated machinery. Also used for aircraft and associated machinery in Aviation Insurance. (Gen)
Hull Insurance.

Insurance of the oceangoing vessel and its machinery including disbursements. Ships are normally insured for yearly periods under the Institute Time Clauses or the International Hull Clauses. (Gen)

Hurricane.

A violent windstorm covering a large area. A violent tropical cyclone with winds of 115kms or more per hour often with torrential rains. It usually originates at sea. (Gen)


Impaired Insurer. 

An insurer which is in financial difficulty to the point where its ability to meet financial obligations or regulatory requirements is in question. (G) 

Implied Authority. 

Authority of an agent that the public may reasonably believe the agent to have. If the authority to collect and remit premiums is not expressly granted in the agency contract, but the agent does so on a regular basis and the insurer accepts, the agent has implied authority to do so. (G) 

Implied Warranty.

An implied warranty does not appear in written form but bind the parties nevertheless. An example would be ‘Sea-worthiness of Cargo’/ ‘Seaworthiness of the ship’, ‘subject matter of insurance being legal in nature’. (G)
Import. 

Goods or services purchased from another country and brought into one's own country. (G) 

Inchmaree Clause.

A clause in marine hull policy named after a ship that suffered uninsured damage in 1887 following a crewman’s negligence. The clause supplements the perils of the sea clause by adding cover for loss or damage to the vessel caused by the so called ‘Inchmaree Perils’: bursting of boilers, latent defects in the hull machinery, cargo handling accidents, repairers’ negligence, crew negligence and barratry of master, officers and crew. (Gen)
Incontestable Clause.
This clause in regular life insurance policy provides for voiding the contract of insurance for up to two years from the date of issue of the coverage if the life insured has failed to disclose important information or if there has been a misrepresentation of a material fact which would have prevented the coverage from being issued in the first place. After the end of two years from issue, a misrepresentation of smoking habits or age can still void or change the policy. (LI)
Incoterms (International Chamber of Commerce Terms of Sale).

Standardised international trade contracts defining the obligation in a sale. These terms deal with expenditure, place (delivery) and time (when goods and transit risks pass from seller to buyer). Terms such as FAS/ FOB/CIF/ FOT/FOR/EXW etc. (Gen)

Increased Cost of Working.

An expense that is insured under business interruption insurance. It is the additional expenditure necessarily & reasonably incurred for the sole purpose of reducing the shortfall in turnover during the indemnity period. For example, the business may have to rent out alternative premises and/or pay overtime to make up for lost production. The insurers will not pay for increased costs in excess of the loss of the gross profit that the extra costs have served to avoid. (Gen)
Increasing Premium Protection Insurance Policies.
Increasing Premium Protection is temporary insurance protection at an affordable initial premium. This type of policy is renewable each year which means you may renew the policy annually (until the expiry age) without providing evidence of insurability, or proof of your good health. As long as you pay the premium, the policy remains in force. (LI)
Incurred But Not Reported (IBNR). 

This refers to losses which have occurred during a stated period, usually a calendar year, but have not yet been reported to the insurer as of the date under consideration. For instance, insurance company statements prepared after the end of the calendar year would have to include an estimate of losses that occurred during that year but have not yet been reported. As per the Implementing Insurance Regulation Article No: 69 Incurred but not reported Claims Reserves shall be calculated from the total outstanding claims after deducting the reinsurance portion of claims proceeds and according to the following:

1. Fifteen percent (15%) of motor insurance, medical insurance, property insurance, engineering, energy and general accident insurance (excluding liability and personal injuries).

2. Twenty percent (20%) of liability and other insurance.

3. Twenty-five percent (25%) of reinsurance accepted from other insurance companies. In case of non-compliance, the Agency shall be provided with actuarially justified methods to determine these reserves listed in this article.  (G) 

Incurred Expense. 

Expenses not yet paid. Can also include paid expenses in some accounting systems. (G) 

Incurred Loss Ratio. 

The percentage of losses incurred to premiums earned. (G) 

Incurred Losses. 

The losses occurring within a fixed period, whether or not adjusted or paid during the same period. As an example, in Workers Compensation claims losses occur during a given policy period, but benefits may continue to be paid for many years. The estimated value of the total claim would be an "incurred loss" for the policy period during which the loss occurred. (G) 

Indemnify. 

To restore the victim of a loss to the same position as before the loss occurred. (Gen/H) 

Indemnity. 

An insurance principle designed to place the insured in the same financial position after a loss that existed immediately before the loss, none the better, none the poorer. Restoration to the victim of a loss by payment, repair, or replacement. The principle cannot be applied to benefit policies like Personal Accident Insurance and Protection & Savings Insurance. (Gen/H) 

Indemnity Limits.

Imposed by liability insurers and reinsurers to put a ceiling on their potential liability. These limits can be ‘Limit per Occurrence/ Event/ Accident’ and ‘Limit per Annum/ Year’ also called AOA (Any One Accident) & AOY (Any One Year) limits. (Gen)
Independent Adjuster. 

An adjuster who works as an independent contractor, hiring himself out to insurance companies or other organizations for the investigation and settlement of claims. Independent adjusters represent the interests of insurance companies. Contrast with Public Adjuster. (G) 

Independent Agent. 

An agent operating as an independent contractor under the independent agency system. (G) 

Indirect Business


Intermediaries introduce business to the insurance company in return for which they receive commission. The insured receives the benefit of independent and impartial advice from the broker who will place the business with the company that offers the best terms and conditions for his client’s business. The broker may also assist his client in dealing with claims or any other problem with the insurance. Intermediaries, usually insurance brokers arrange the majority of commercial business. The insurer will have to pay commission to the broker but has no major advertising expense. The relationship with the broker can be long standing and because the brokers are themselves professionals, insurers can entrust a great deal of the administrative work to them. See also Direct Business. (G)
Independent Broker.
This is a government licensed independent business person who usually represents one or more life insurance companies in a sales and service capacity and who is paid a commission by those life insurance companies for sales and service of life insurance products. (G)
Inevitable Accident.

A natural and unavoidable catastrophe that interrupts the expected course of events. . Impossible to avoid or prevent - act of God, force majeure, vis major, unavoidable casualty. (G)

Inflammable.

That property/item which can be easily set on fire. (Gen)

Inherent Vice.

Characteristics of property that causes it to deteriorate naturally. Deterioration, damage or wastage in the product itself by natural process without the operation of any external agency. The resultant damage or reduction in value is not fortuitous and therefore, outside the scope of insurance. Even the ‘All Risks’ covers exclude inherent vice to put the matters beyond doubt. (Gen)
Initial Premium. 
An amount paid at the inception of an insurance contract, usually subject to adjustment at the end of the policy period. (G) 

Inland Marine/Transit Insurance.

A development of marine insurance covering inland transit exposures on road, rail or inland waterways. (Gen)

In-Patient. 

A patient admitted to a hospital or other similar medical facility as a resident patient. (G) 

Insolvency Funds. 

See Guarantee Funds. (G) 

Insolvent Insurer. 

An insurer which is unable to meet its financial obligations. (G) 

Inspection. 

Independent checking on facts about an applicant, policyholder, or claimant, usually by a commercial inspection agency. (G) 

Inspection Report. 

A summary statement of the physical, financial, and moral attributes of an insured or an applicant for insurance on his property. Such reports are prepared by inspection bureaus, specialized organizations, and insurers. (G) 

Institute Cargo Clauses (ICC).

Clauses used in Marine Insurance drafted by the Technical & Underwriting committee chaired by the International Underwriters Association of London introduced on 01.01.1982 and followed by the marine underwriters world-over. There are 3 main types of cargo clauses: 1) Institute cargo Clauses (A): covering All Risks of physical loss or damage subject to specific exclusions; 2) Institute cargo Clauses (B): Cover as in ICC (C) with additional cover against earthquake, volcanic eruption, lightning and wet damage from the sea, lake or river water plus theft, pilferage, non-delivery; 3) Institute Cargo Clauses (C): covering loss or damage due to named major casualties like fire, explosion, stranding, sinking etc. All three sets cover General Average sacrifice/ contribution, sue & labour charges. (Gen)
Institute Clauses.

Clauses used in Marine Insurance drafted by the Technical & Underwriting committee chaired by the International Underwriters Association of London. They are used in the main forms of marine insurance and air cargo insurance by the marine underwriters world-over. (Gen)

Institute of London Underwriters.

Founded in 1884 the ILU has a world wide influence, but membership is restricted to the companies underwriting in the London market. It is now a part of International Underwriters Association where its work in compiling and revising the standard institute clauses continues. (Gen)

Institute Time Clauses.

These clauses are used for writing marine hull business. The revised version of ITC Hull clauses were issued on 01.11.1995. (Gen)
Insurability. 

Acceptability to the insurer of an applicant for insurance. (G) 

Insurable Interest. 

A fundamental principle of insurance. Any interest a person has in a possible subject of insurance, such as a car or home, of such a nature that a certain happening might cause him financial loss. If a person has no insurable interest he cannot insure a property. Persons like Owner, expected to be owner, financier have insurable interest in a property.(G) 

Insurable Risk. 

A risk which meets most of the following requisites: 
(1) The loss insured against must be capable of being defined. 
(2) It must be accidental. 
(3) It must be large enough to cause a hardship to the insured. 
(4) It must belong to a homogeneous group of risks large enough to make losses predictable. 
(5) It must not be subject to the same loss at the same time as a large number of other risks. 
(6) The insurance company must be able to determine a reasonable cost for the insurance. 
(7) The insurance company must be able to calculate the chance of loss. (G) 

Insurance. 
Sharing the losses of the few by the many. A formal social device for reducing risk by transferring the risks of several individual entities to an insurer. The insurer agrees, for a consideration, to assume, to a specified extent, the losses suffered by the insured. (G) 

Insurance Advisor. 

A natural person or juristic entity who provides insurance consultative services. (G)
Insurance Agency: 

A juristic entity that for compensation represents the Company to solicit procures and negotiates insurance contracts. (G)
Insurance Brokerage: 

A juristic entity that for compensation represents insureds or prospective insureds to solicit, procure and negotiate insurance contracts. (G)
Insurance Claims Settlement Specialist (Third Party Administrator): A juristic entity that investigates and assesses losses, and negotiates settlements on behalf of the insurance company. (H)
Insurance Company. 

See Insurer. (G) 

Insurance Hall of Fame. 

An institution created to honor those who have made outstanding contributions to insurance thought and practice. Selections are made on an international basis. (G) 

Insurance Policy. 

The printed form which serves as the contract between an insurer and an insured. Legal document/contract issued to the insured by the insurer setting out the terms of the contract to indemnify the insured for loss and damages covered by the policy against a premium paid by the insured. (G) 

Insurance, Quota Share. 

See Quota Share. (RI) 

Insurance Services.
Professional activities related to the insurance and reinsurance sector. (G)
Insurance Supervisor. 

A government agency or public institution responsible for the supervision and control of the insurance sector. (G)
Insurance & Reinsurance Services Provider. 

A natural person or juristic entity that is licensed to engage in the insurance and reinsurance services or activities, excluding underwriting, permitted in the Saudi Arabia. (G)
Insured. 

The party to an insurance arrangement whom the insurer agrees to indemnify for losses, provide benefits for, or render services to. This term is preferred to such terms as policyholder, policy owner, and assured. See also Named Insured. (G) 

Insured, Named. 

See Named Insured. (G) 

Insured Peril. 

This is a peril specifically mentioned in the policy as covered by the policy. A fire policy will specifically mention that losses caused by fire are insured. (G) 

Insurer. 

The party to an insurance arrangement who undertakes to indemnify for losses, provide pecuniary benefits, or render services. The word insurer is generally used in statutory law. (G) 

Insuring Agreement (or Clause). 

That portion of an insurance contract which states the perils insured against, the persons and/or property covered, their locations, and the period of the contract. (G) 

Insurrection.

A revolt against civil authorities or established government. It has been defined as a ‘rising of the people in open resistance against established authority with the object of supplanting it’. (G)

Intermediary 
A third party in the design, negotiation, and administration of a insurance/ reinsurance agreement. The intermediary is a middleman whose role is to bring buyers and sellers together into a contractual relationship. He receives payment in the form of commission deducted from the premium that is payable to the insurer. Intermediaries recommend to cedants the type and amount of reinsurance to be purchased and negotiate the placement of coverage with reinsurers. (G)
Intermediary Clause 
A provision in reinsurance agreements which identifies the intermediary negotiating the agreement. Most intermediary clauses shift all credit risk to reinsurers by providing that:
1. the cedant’s payments to the intermediary are deemed payments to the reinsurer; and 

2. the reinsurer’s payments to the intermediary are not payments to the cedant until actually received by the cedant. 

This clause is mandatory in some states. (RI)
International Maritime Bureau.

First International Chamber of Commerce anti-crime bureau formed in London in 1981 and has observer status with Interpol and cooperates with governments and law enforcement authorities generally. Its task is to prevent fraud in international trade and maritime transport, reduce the risk of piracy, assist law enforcement agencies, protect crews and investigate insurance losses. (Gen)

Interstate Carrier. 

A transportation company which does business across state lines. (G) 

Intestate:
This means dying without a will, in which case the provincial laws of the province in which the death occurred apply to the manner in which assets will be distributed. In other words, if you don't write your own will, the government will do it for you after your death and it may not be as you would have wished. (G)
Intoxication, State of.
If as a result of taking liquor a person’s physical & mental faculties are appreciably materially impaired in the conduct of his ordinary affairs or acts of daily life, he must be held to be in a state of intoxication. (G)

Investment Income. 

The return received by insurers from their investment portfolios, including interest, dividends, and realized capital gains on stocks. Realized capital gains means the profit realized on stocks that have actually been sold for more than their purchase price. (G) 

Investment Reserve. 

An item in the balance sheet of an insurance company which represents a setting aside of assets to compensate for a possible reduction in the market value of securities owned by the company. (G) 

Islamic Law. 

See ‘Sharia Law’. (G)
Item. 

(1) A term used to identify a statement in a policy as to what is insured. In a Fire policy one might refer to the contents item, meaning the coverage in the policy which applies to the contents. 
(2) An individual entry, such as a piece of jewelry, listed with its description and valuation on a schedule by a policy showing items covered. (G) 



Jettison.

Deliberate throwing overboard of cargo or parts of the ship. If done in time of peril, this is a general average sacrifice. (Gen)

Joint and Survivorship Option. 
A settlement option under which payments will be made to two or more payees. These payments will continue until both or all the named payees are deceased. (LI)
Joint Credit Option.

A settlement option that pays the full benefit amount to a lender upon the death of any of the cosigners of a loan. (LI)
Joint Surveys.

Survey of loss undertaken by two surveyors, where the loss is covered by two insurers. (Gen)

Joint Venture. 

This expression is applied most often to construction ventures where several contractors agrees to combine together on a construction project rather than to act as separate contractors. Under the joint venture agreement, they share profits and losses in some agreed-upon proportion. (G) 

Jumbo Risk.

Policy of insurance with exceptionally high limits. (Gen)



Key Clause.

Cash in safe insurance is subject to this clause stipulating that the loss of cash abstracted from the safe with the use of the original key or duplicate thereof is not covered, unless such key is obtained by violence or threat of violence or through means of force. (Gen)

Keyman Insurance/ Key Person insurance.

Insurance protecting an entity against financial loss caused by death or disability of a ‘key’ person (a person who possesses skills, knowledge or other qualities difficult to replace). The loss is the estimated cost of lost business, abandoned projects and replacement of the individual. (Gen)


Landed Value.

Market value of the cargo at destination on the final day of discharge from the carrying vessel. (Gen)

Landslide.
A landslide is a geological phenomenon which includes a wide range of ground movement, such as rock falls, deep failure of slopes and shallow debris flows. Although gravity's action on an over-steepened slope is the primary reason for a landslide, there are other contributing factors affecting the original slope stability. (Gen)

Land Subsidence
Subsidence is the motion of a surface (usually, the Earth's surface) as it shifts downward relative to a datum.
The basic cause of land subsidence is a loss of support below ground. In other words, sometimes when water is taken out of the soil, the soil collapses, compacts, and drops. Land subsidence is most often caused by human activities, mainly from the removal of subsurface water. Here are some things that can cause land subsidence:
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Loss of water in organic soils
[image: image3.png]




 INCLUDEPICTURE "http://ga.water.usgs.gov/edu/icons/blcolball.gif" \* MERGEFORMATINET [image: image4.png]


Dissolving of subsurface limestone rock
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First-time wetting of formerly dry, low-density soils
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Natural compaction of soils
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Underground mining
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Withdrawal of ground water and petroleum (Gen)
Lapse. 

Termination of a policy because of failure to pay the premium (within the grace period). In Protection & Savings Insurance, the term refers to nonpayment before the policy has developed any non-forfeiture values. If it has, and the premium is not paid, it is said to have lapsed "except as to any non-forfeiture benefits that may apply." (G) 

Lapsed Policy. 

One which has been allowed to expire because of nonpayment of premiums. (G/H/LI) 

Lapse Ratio 

The ratio of the number of Protection & Savings Insurance policies that lapsed within a given period to the number in force at the beginning of that period. (LI)

Larceny.

Generally, the tresspassary unlawful taking of the personal property of another without his consent or knowledge with intent to deprive him of ownership of use thereof. (Gen)

Lash.

Lighters Aboard Ship. LASH & Sea Bee Vessels are mother ships which carry ‘floating containers’ in the form of barges up to 1000 tons displacement. Hoisted aboard such ships by massive cranes or elevators, the barges are transported to an overseas port area when they are lowered into the water and towed to the destination. (Gen)

Latent Defect. 

A defect which is not immediately apparent. (G) 

Law of Large Numbers. 

This law states that the larger the number of exposures considered, the more closely the losses reported will match the underlying probability of loss. The simplest example of this law is the flipping of a coin. The more times the coin is flipped, the closer it will come to actually reaching the underlying probability of 50% heads and 50% tails. See also Degree of Risk, Odds, and Probability. (G) 

Law on Supervision of Cooperative Insurance Companies
Law promulgated by the ROYAL DECREE No: M/32 DATED 2.6.1424 H (31.07.2003) whereby it decreed that the Insurance in the Kingdom shall be undertaken through registered insurance companies operating in a cooperative manner as it is provided within the article establishment of the National Company for Cooperative Insurance promulgated by Royal Decree M/5 dated 17/5/1405 H, and in accordance with the principles of Islamic Shari’a & set down the detailed guidelines for the implementation of the order. (G)
Layer 
A horizontal segment of the liability insured, e.g., the second SR 100,000 of a SR $500,000 liability is the first layer if the cedant retains SR 100,000 but a higher layer if it retains a lesser amount. (RI)
Lead Insurer. 

In Coinsurance, the company, which normally accepts or is given a share higher than the other/s, decides the premium and other terms, may arrange an inspection and survey of the insured’s premises, will issue the policy and is called the lead insurer. (G) 

Lead Reinsurer 
The reinsurer who negotiates the terms, conditions, and premium rates and first signs on to the slip; reinsurers who subsequently sign on to the slip under those terms and conditions are considered following reinsurers. (RI)
Leasehold. 

An agreement which gives a person the right to use and occupy property. (G) 

Legal Liability.

Liability attaching to a party because of the breach of a legal duty or by way of statute. (Gen)

Letter of Credit (L/C)
A financial guaranty issued by a bank that permits the party to which it is issued to draw funds from the bank in the event of a valid unpaid claim against the other party. Used in Export/Import Transactions. In reinsurance, typically used to permit reserve credit to be taken with respect to non-admitted reinsurance; and alternative to funds withheld and modified coinsurance. (G/RI)
Letter of Indemnity.

A letter giving indemnity to a party in return for a document which might otherwise prejudice the rights of the party. Sometimes called ‘hold harmless’ agreement. When a original policy is lost or mislaid, if the insured requests for a duplicate one, letter of indemnity is given to the insurer as a protection against any misuse of the original document. (Gen)
Level Commission System. 

A system of commissions in which the first year and all renewal commissions are the same percentage of the premium. (G) 

Level Premium Protection Insurance.
This is a type of insurance for which the cost is distributed evenly over the premium payment period. The premium remains the same from year to year and is more than actual cost of protection in the earlier years of the policy and less than the actual cost of protection in the later years. The excess paid in the early years builds up a reserve to cover the higher cost in the later years. (LI)
Leverage or Capitalisation. 

See Capitalisation or leverage. (G) 

Liabilities. 

Money owed or expected to be owed. Insurance company financial statements, for instance, show assets and liabilities. (G) 

Liability 

Broadly, any legally enforceable obligation. The term is most commonly used in a pecuniary sense. (G)

Liability Insurance 

Insurance that pays and renders service on behalf of an insured for loss arising out of his responsibility, due to negligence, to others imposed by law or assumed by contract. (G)

Liabilities to Third Parties – Vehicle Insurance

If the insured persons or authorized drivers are involved in an accident to the insured car and held legally liable to third parties, the Insurer will pay up to SR 5 million for loss of or damage to the third party property. It will also pay up to SR 5 million indemnity for death or bodily injury to third party. Associated legal fees can also be reimbursed. In policies issued by Some Insurance Companies, liabilities for passengers or family members are not excluded from coverage. (Gen)
Libel.

Comes from Latin term ‘Libellus’ or little book. A form of tort which is publication of statement in a fixed medium especially in writing including a picture, sign designed to harm the reputation of a person or business. (Gen)

License. 

A certification of authority for an agent or insurer etc., to operate, given by the appropriate jurisdiction. (G) 

Licensed physician. 

A medical practitioner in position of a degree who is legally licensed to practice medicine, pre-qualified and acceptable to the policy holder and the company for providing cost reimbursable treatment under this policy. (H)
Lien.

The right to hold someone’s property as security for the performance of an obligation. (Gen)

Life Expectancy.
The average number of years of life remaining for a group of people of a given age and gender according to a particular mortality table. (LI)
Life Income Option. 
A settlement option under which the insurer uses the policy proceeds to pay the beneficiary a series of equal payments for as long as the beneficiary lives. (LI)
Life Income Option with Period Certain. 
A settlement option in which the insurer guarantees to pay the beneficiary a series of equal payments for a designated period, such as 10 years; thereafter, the payments will continue only as long as the original beneficiary lives. If the original beneficiary dies during the guaranteed period, payments will be made to a recipient designated by the original beneficiary until the end of the guaranteed period, at which time all payments will stop. (LI)
Life Income Option with Refund. 
A settlement option in which the insurer guarantees that if the beneficiary dies before the total amount paid under the option equals the proceeds of the policy, then the insurer will pay the difference to a contingent payee. Also call a refund life income option. (LI)
Lightning.
This is an atmospheric discharge of electricity, which typically occurs during thunderstorms, and sometimes during volcanic eruptions & dust storms. This is one of the perils covered under insurance policies. (Gen)
Liquidity 

Liquidity is the ability of an individual or business to quickly convert assets into cash without incurring a considerable loss. There are two kinds of liquidity: quick and current. Quick liquidity refers to funds - cash, short-term investments, and government bonds and possessions which can immediately be converted into cash in the case of an emergency. Current liquidity refers to quick liquidity plus possessions such as real estate which cannot be immediately liquidated, but eventually can be sold and converted into cash. Quick liquidity is a subset of current liquidity. This reflects the financial stability of a company and thus their rating. (G)

Liquidation of Insurer. 

Action undertaken by a state Insurance Department to dissolve an impaired or insolvent insurer which cannot be restored to sound financial standing. Contrast with Rehabilitation of Insurer. (G) 
Limit, Aggregate. 

See Aggregate Limit. (G) 

Limit, Basic. 

See Basic Limit. (G) 

Limits of Coverage. 

The maximum limit of liability of the company as set forth in the schedule of the policy for any insured person before any deductions/ portability. (G)
Limit, Standard. 

See Basic Limit. (G) 

Limitations. 

Exceptions to coverage and limitations of coverage as contained in an insurance contract. For instance, a limit of liability would be one limitation on an Automobile policy. Another example would be policies written to cover only certain described automobiles, or, in the case of Liability Insurance, certain described premises. (G) 

Limited Partnership. 

An association of two or more persons who operate and manage a business for profit; at least one the partners does not work in the business but does have some management voice and financial investment. The limited partner has limited liability. (G) 

Limits. 

(1) Ages below or above which the insurer will not issue a policy or above which it will not continue a policy presently in force. 
(2) The maximum amount of benefits payable for a given situation or occurrence, e.g., a limit of SR 50,000 on the contents of a home, or a SR 40,000 per accident limit for Property Damage Liability. See also Limit of Liability. (G) 

Line. 

A colloquial term with several meanings. It may be used to mean a particular type of insurance, such as the Liability ‘line’. It may be used to describe all the various types of insurance written for a property owner, e.g., carrying all ‘lines’ of the XYZ Company. It is also used to describe the amount of insurance on a given property, e.g., a SR 250,000 ‘line’ on buildings of the XYZ Company. (G) 

Line of Business. 

The classification of business as utilized in the insurance industry, e.g., Fire, Allied Lines and Homeowners. (G) 

Line Sheet. 

A schedule showing the limits of liability to be written by an insurer for different classes of risks. This kind of guide is also used by a ceding company to define the limits of liability it will assume on various types of exposures. (G) 

Litigation.

The act of carrying on a law suit. (G)

Living Benefits 

This feature allows the Insured, under certain circumstances, to receive the proceeds of his/her protection & savings insurance policy before he/she dies. Such circumstances include terminal or catastrophic illness, the need for long-term care, or confinement to a nursing home. Also known as ‘accelerated death benefits’. (LI)

Lloyd's. 

Generally refers to Lloyd's of London, England, an institution within which individual underwriters accept or reject the risks offered to them. The Lloyd's Corporation provides the support facility for their activities. (G) 

Lloyd’s Agents.

A worldwide network of agents who supply the shipping intelligence for publication in Lloyd’s List and Lloyd’s Shipping Index They also arrange for inspection and reports on reported losses. Many are authorized to settle claims and get involved with non-marine insurances, notably aviation and travel insurances. (Gen)

Lloyd's Association. 

A group of individuals who band together to assume risks are sometimes called a Lloyd's association. They are organized along the same lines as, though not connected with, Lloyd's of London. Each person is responsible only for the share of the risk that he assumes. (G) 

Lloyd's Broker. 

A person who has the authority to negotiate insurance contracts with the underwriters on the floor at Lloyd's. See also Lloyd's. (G) 

Lloyd’s List.

Daily publication of news regarding shipping and aviation matters (shipping movements, marine and aviation casualties, firs) read world wide by management from transport and associated industries. (Gen)

Lloyd’s Shipping Index.

A unique daily record of the details and latest worldwide movements of more than 23,000 merchant vessels. The report includes details of ownership changes and casualty histories. (Gen)

Lloyd's Syndicate. 

A consortium of individual Lloyd's or London underwriters. Usually one person acts for the syndicate in accepting risks or rejecting them. (G) 

Lloyd's Underwriter. 

An individual who underwrites risks through the facility of Lloyd's. These individuals are liable only for their own assumptions of risk and not those assumed by others in the same syndicate or in the overall Lloyd's organization. (G) 

Loading. 

The amount added to the pure insurance cost to cover the cost of the operations of an insurer, the possibility that losses will be greater than statistically expected, and fluctuating interest rates on the insurer's investments. The ‘pure’ insurance cost is that portion of the premium estimated to be necessary for losses. (G) 

Local Agent. 

An agent representing companies in a sales and service capacity as an independent contractor on a commission basis. A local agent usually has a small territory, and his powers are limited by contract. (G) 

Local Authorities Clause. 

A clause in Fire Insurance policy that pays for the extra costs that may be necessary to carry out building works to comply with local planning regulations.  It may not be possible to put the building back in the position it was before the loss because local regulations stipulate that certain materials or alterations are necessary.  It may even necessitate rebuilding on another site because of current development plans. 

The clause does not include items where notice has already been served or for undamaged parts of the building nor will it pay for any change in status resulting in extra taxes, dues or the like. (Gen)
Location Clause.

Cargo insurance clause in open polices and open covers limiting cover at any one location during transit when the goods are not on the oversea vessel. Shipments may accumulate at one port and the clause limits the insurer’s liability to an amount for any one loss in any one location. (Gen)

Long Tail Insurance.

‘Long Tail’ refers to the length of time between a claim causing incident and the settlement of the resultant claim. Property insurance is ‘Short Tail’. Example, it is typically only a matter of days or weeks between the time of fire or tornado damage and the resultant claim being paid. On the other hand, Medical Malpractice and Workers’ Compensation claims often continue for years before they are settled. Studies have shown that the average Medical Malpractice claim takes four to five years from the time of the alleged negligent medical care until the claim is settled or closed. This is broken as follows: (a) from the day of alleged negligent medical care until the claim is filed is typically 18 months; (b) from the time the claim is filed until it is settled or closed, if it does not go to trial, will be 2 to 3 years; and (c) if the claim goes to trial, it will be 4 plus years before it is settled. That is ‘Long Tail’. (Gen/LI)
Long-Term Agreements.
Long-term agreements are agreements between the insured and insurer whereby the insured agrees to offer the risk for insurance to the insurer for a stated number of years (three is typical) at the same terms and conditions in force at expiry. In return, insurers offer a discount from the premium (5% or even 10%). (G)
Loss. 

Generally refers to: 
(1) the amount of reduction in the value of an insured's property caused by an insured peril, 
(2) the amount sought through an insured's claim, or 
(3) the amount paid on behalf of an insured under an insurance contract. (G) 

Loss Adjustment Expense. 

The cost of adjusting losses, excluding the amount of the loss itself. Expenses incurred to investigate & settle losses (G) 

Loss Adjuster. 

A juristic entity that examines and inspects the insurance risk before it is insured, inspects the damages after they occur to determine the reasons for the loss, assesses the value thereof, and assigns liabilities. Loss adjusters are employed by insurers to handle and process claims on their behalf. Loss adjusters hold themselves to be independent but insurers who appoint them pay their fees. (G)
Loss Assessor.
Loss assessors are appointed by the insured to prepare, present and negotiate a claim on their behalf. As far as it is known, there are no loss assessors operating in the Kingdom although the service of assisting in the preparation, presentation and negotiation of a claim may be offered by some intermediaries.  (G)

Loss Control. 

Any combination of actions taken to reduce the frequency or severity of losses. Installing locks, burglar or fire alarms and sprinkler systems are loss control techniques. (G/H) 

Loss Development. 

The difference between the amount of losses initially estimated by the insurer and the amount reported in an evaluation on a later date. (G/H) 

Loss Expectancy. 

An underwriter's estimate of the probable maximum loss to be suffered on an exposure being considered, with attention given to the expected level of loss prevention activities on the part of the insured. (G/H) 

Loss Event 
The total losses to the ceding company or to the reinsurer resulting from a single cause such as a windstorm. (RI)
Loss Frequency. 

The number of times a loss occurs over a specific period of time. (G/H) 

Loss of Specie.

A change in the nature or character of cargo, vessel or other property (e.g. bicycle crushed by road roller) so that it is no longer the type of property that was insured. (Gen)

Loss of Use.

Inability to use a property like a motor car during the period of its repair or replacement or a limb badly crushed and remains as an appendage and cannot be used at all as it had been done before the accident. (Gen)

Loss Payee. 

The party to whom money or insurance proceeds is to be paid in the event of loss, such as the lien-holder on an automobile or the mortgagee on real property. (G) 

Loss Prevention Service. 

Engineering and inspection work done by an insurance company or independent organization with the aim of removing or reducing dangerous conditions in order to prevent losses. (G) 

Loss Ratio. 

The losses divided by the premiums paid. The numerator (losses) can be losses incurred or losses paid, and the denominator (premium) can be earned premiums or written premiums, depending on what use is going to be made of the loss ratio expressed as a percentage. This ratio measures the Company’s underlying profitability or loss experience on its total book of business. (G) 

Loss Report. 

Agent’s written account of a claim or loss suffered by his client, also called ‘Claim Report’. (Gen) 

Loss Reserve. 

The estimated liability for unpaid insurance claims or losses that have occurred as of a given evaluation date. Usually includes losses incurred but not reported (IBNR), losses due but not yet paid, and amount not yet due. The above describes a loss reserve as it would appear in an insurer's financial statement. As to individual claims, the loss reserve is the estimate of what will ultimately be paid out on that case. (G) 

Loss Severity. 

The amount of a loss expressed in financial terms. (G) 

Losses Incurred. 

The total losses, whether paid or not, sustained by an insurer during a given period, e.g., 12 months. (G) 

Losses Outstanding. 

A summary statement prepared by Property, Life, and Liability insurers showing claims not yet settled. (G) 

Lost or Not Lost Clause.

A clause of marine insurance by which goods are insured by the insurers no matter whether the same are already lost or damaged by a peril even before the policy is issued, provided the insured had no knowledge of the loss. (Gen)

Lost Policy Release. 

A statement signed by an insured releasing the insurer from all liability for a lost or mislaid contract of insurance. It is usually signed after the company has issued a replacement policy. (G) 

Lump Sum.

Method of settlement where the claimant or the beneficiary receives the entire proceeds of the policy at once rather than in installments. (G)



Machinery Breakdown Insurance 

All types of machinery, plant, mechanical equipment and apparatus - Power generating units (boilers, turbines, generators), power distribution plants (transformers, high & low tensions equipment) as well as production machinery and auxiliary equipment (machine tools, weaving looms, paper machines, kneaders, pumps, compressors, pipes, tubes, etc) may be covered under the machinery breakdown insurance.  

Risks covered 

· It covers unforeseen and sudden physical losses or damages to the insured items necessitating their repair and/ or replacement.

· Faulty design faults at the workshop or in erection, defects in casting and materials are also insured. 

· Faulty operation, failure of safety systems, lubrication systems, control systems, lack of skill, negligence are also insured. 

· Tearing apart on account of centrifugal force, despite not being a very frequent cause can still result in heavy damage to the machine and the surrounding area. 

· Losses occurring due to short circuits, excess voltage, defective insulations, corona discharge and mechanical stress are also insured. 

· Overheating of the tubing resultant in destruction of entire piping system is also an insurable risk and last but not the least, besides production and operational faults, the policy also covers damage due to the human element. (Gen)
Maintenance Period.

The period after completion of the construction contract during which the contractor is responsible for the maintenance issues and defects. During this period (usually 12 months), the contractor should maintain his insurance as required by the contract. (Gen)

Malicious Damage.

With ‘malice’ or ‘ill-will’. Intentional, deliberate & willful damage to property. For most people, the offence of malicious damage to property conjures up images of graffiti, vandalised telephone boxes, slashed train and bus seats, broken locks or smashed plumbing and defaced doors in public toilets. Malicious damage is also often thought of as a relatively minor crime against property. The Law, however, takes quite a serious view of this offence & makes the act punishable. (Gen)
Malicious Mischief. 

Similar to vandalism. Purposely damaging the rights or property of another. See also ‘Malicious Damage’. (G) 

Malinger. 

To feign a disability for the purpose of continuing to collect benefits longer than actually necessary. (G) 

Manual. 

A book giving rates, classifications, and underwriting rules for some line of insurance. An example would be the Automobile Manual which gives such information for Automobile Insurance. (G) 

Manuscript Policy. 

A policy written to include specific coverages or conditions not provided in a standard policy. It is often prepared by a large brokerage house for a large account, and it must conform to state laws. In the event of a dispute over policy language, the contract of adhesion doctrine is modified. (G) 

Margin of Solvency.

Also called Solvency Margin, it is the surplus of the insurer’s realizable assets over its liabilities. The Insurers must demonstrate a required minimum margin of solvency as per the law of the land (Refer Articles 66 & 67 of the Implementing Regulations under Ministerial Decree No. 1/596 dated 01.03.1425 H / 20.04.2004 G). (G)

Marine Insurance.

Normally defined as ‘a contract whereby the insurer undertakes to indemnify the assured, in manner and to the extent thereby agreed, against marine losses, that is to say, losses incidental to marine adventure’. This insurance provides coverage against loss or damage to goods in transit (Cargo) and the vehicles of transportation on waterways (Hull), and any other insurance included under this class of insurance (e.g. inland transits by road or rail and also by aircrafts). (G)
Maritime Adventure.

The maritime adventure is said to be existing where (a) physical property is exposed to loss by maritime perils, (b) any pecuniary interest is thereby endangered or (c) any third party liability is incurred. To be insured, such an adventure must be lawful. (Gen)

Maritime Perils.

Perils consequent upon or incidental to the navigation of the sea, that is perils of the sea, fire, war perils, pirates, rovers, thieves, captures, seizures, restraints and detainments of princes or peoples, jettisons or barratry, and any other perils, either of the like kind or which may be specified by the policy. (Gen)

Market Risk. 

A risk experienced by those who invest in securities which is the risk of possible loss of investment since there are no guarantees associated with such investments. (G) 

Market Value. 

The price for which something would sell, especially the value of certain types of assets, such as houses, automobiles, stocks and bonds. It is based on what they would sell for under current market conditions. For example, common stock market value would be the price of the stock as of a specified date. See also Actual Cash Value. (G) 

Master Policy. 

The policy contract issued to an employer or other entity authorized by state law for a group insurance plan. See also the first definition of Certificate of Insurance. (G) 

Material Damage Proviso.
A provision in the Business Interruption Insurance Policy. To ensure that losses are from an insured peril the material Damage Proviso in Business Interruption Insurance stipulates that fire insurers (or any other policy that covers material damage, as an extension of Consequential Loss Policy is issued – like Machinery Break Down) admit liability for a claim before BI insurers admit liability. If there is no claim under the property insurance (e.g. repudiated because of a breach of warranty), then BI insurers will also repudiate their claim. (Gen)
Material Fact. 

A material fact is defined as a fact that would influence the judgement of a prudent insurer in deciding whether to accept a risk for insurance and if so the terms and conditions that should apply, e.g. premium, conditions, deductibles etc. (G) 

Maturity.

The end of the term of an endowment insurance. (LI)

MPL (Maximum Probable Loss)
This is the maximum loss from any one event. This is also called the EML (Estimated Maximum Loss). It is a very important figure to enable the underwriter to complete his job of reinsurance placement and an important aspect of the surveyor’s report is his opinion on the amount of EML.

The sum insured is insurer’s maximum liability and they can never pay more than this amount but the EML may be lower than this. If for example, the insured owns two buildings each insured for SR1M then the total sum insured and insurer’s maximum liability is SR2M. However, if the two buildings are in separate locations, insurers cannot suffer a total loss on this policy from one event: a single fire cannot destroy both buildings. The surveyor may estimate the EML at SR1M. The underwriter will decide his retention based on the EML of SR1M and not the total sum insured of SR2M. (Gen)
Merit Rating. 

A type of rating plan used in several forms of insurance but most commonly in Personal Auto. It is a method whereby the insured's premium will vary up or down depending on his own past loss record. (G) 

Minimum Premium. 

The smallest amount of premium for which an insurer will issue coverage under a given policy. (G) 

Mis-representation. 

Incorrect or inadequate disclosure of material facts. (G) 

Mode of Premium Payment. 

The method of premium payment (mode) elected by the policy owner. Modes generally available are monthly, quarterly, semiannually, and annually. (G/LI) 

Mono-line Policy. 

Any insurance coverage written as a single line policy. Contrast with Multiple Line or Package policy. (G) 

Moral Hazard. 

A condition of morals or habits that increases the probability of loss from a peril. An extreme example would be an individual who previously burned his own property to collect the insurance. (G) 

Morale Hazard. 

Hazard arising out of an insured's indifference to loss because of the existence of insurance. The attitude, "It's insured, so why worry," is an example of a morale hazard. (G) 

Morbidity Tables.
These are statistical tables used by Protection & Savings insurance companies as well as Health Insurers/ Service Providers showing the probability of disease of male and females at all ages. (H/LI)
Mortality Tables.
This is a statistical table used by Protection & Savings insurance companies showing the probability of death of male and females at all ages. (LI)
Mortgage Insurance Policy 

In Protection & Savings insurance, a policy covering a mortgagor with benefits intended to pay off the balance due on a mortgage upon the insured's death or to meet the payments due on a mortgage in case of the insured's death or disability. (LI)

Motor Insurance. 
Provides coverage against losses and liability related to motor vehicles, excluding transport (Marine) insurance. (G)
Multimodal International Transport.

The carriage of goods from one country to another by more than one mode of transport on the basis of a single contract. The consignor entrusts the goods to a person who undertakes to organize multimodal transport and make all the intermediate arrangements necessary for through movement of the goods and their delivery to the consignee at destination. The multimodal transporter acts as the principal and not as an agent of the consignor. (Gen)

Multi-Peril Policies. 

Policies which cover a number of perils, such as fire, burglary, and liability, in a single contract. (G) 

Multiple Line Policy. 

A policy that includes several different coverages such as Property, Liability and Crime. Any personal or commercial package policy. (G) 
Mutual Companies.


Policyholders own mutual companies and who share any profits, usually either a bonus (mainly life assurance) or lower premiums for other types of insurance. (G)
Mutual Fund. 

An investment company that raises money by selling its own stock to the public. It then invests the proceeds in other securities and the value of its own stock fluctuates with its experience with the securities in its portfolio. 
Mutual funds are of two types: 
(1) Open-end, in which capitalization is not fixed and more shares may be sold at any time. 
(2) Closed-end, in which capitalization is fixed and only the number of shares originally authorized may be sold. (G) 

Mutual Insurer. 

An incorporated insurer without incorporated capital owned by its policyholders. Although mutual insurers do distribute their earnings to their policyholders in the form of dividends, the term should not be used in a sense that makes it synonymous with participating. (G) 

Mutual Insurer Policy. 

Insurance issued by a mutual insurer. (G) 

Mutual Investment Trust. 

See Mutual Fund. (G) 

Mutual Benefit Association. 

An organization offering benefits to members on a plan under which no fixed premiums are paid in advance but assessments are levied on members to meet specific losses as they occur. (G) 



Named Insured. 

Any person, firm, or corporation, or any member thereof, specifically designated by name as the insured(s) in a policy. Others may be protected as insureds even though their names do not appear on the policy. A common application of this latter principle is in Automobile policies where, under the definition of insured, protection is extended to cover other drivers using the car with the permission of the named insured. (G) 

Named Perils 

Perils specifically covered on insured property. (G)

Named Perils Policy.

A policy covering named or defined/specified perils rather than ‘All Risks’ of loss or damage. A loss becomes payable only if it is caused by a peril that is stated in the policy. (Gen)

Natural Death. 

Death by means other than accident or homicide. (G) 

Negligence. 

Failure to use that degree of care which an ordinary person of reasonable prudence would use under the given or similar circumstances. A person may be negligent by acts of omission or commission or both. (G) 

Net Loss. 

The amount of loss sustained by an insurer after giving effect to all applicable reinsurance, salvage, and subrogation recoveries. (G) 

Net Premium. 

(1) The amount of premium minus the agent's commission. 
(2) The premium necessary to cover only anticipated losses, before loading to cover other expenses. 
(3) The original premium minus dividends paid or anticipated in participating Protection & Savings Insurance when the insured elects to use his dividends toward payment of the premiums. 
Contrast with Gross Premium. (G) 

Net Premiums Earned. 

The adjustment of net premiums written for the increase or decrease of the company's liability for unearned premiums during the year. When an insurance company's business increases from year to year, the earned premiums will usually be less than the written premiums. With the increased volume, the premiums are considered fully paid at the inception of the policy so that, at the end of a calendar period, the company must set up premiums representing the unexpired terms of the policies. On a decreasing volume, the reverse is true. (G)

Net Premiums Written. 

Represents gross premium written, direct and reinsurance assumed, less reinsurance ceded. (G)

Net Premiums Written to Policyholder Surplus. 

This ratio measures a company's net retained premiums written after reinsurance assumed and ceded, in relation to its surplus. This ratio measures the company's exposure to pricing errors in its current book of business. (G)

Net Retention. 

The amount of insurance that a ceding company keeps for its own account and does not reinsure. (G) 

Net Underwriting Income. 

Net premiums earned less incurred losses, loss-adjustment expenses, underwriting expenses incurred, and dividends to policyholders. (G)
Network. 

A group of doctors, hospitals and other health care providers contracted to provide services to insurance companies customers for less than their usual fees. Provider networks can cover a large geographic market or a wide range of health care services. Insured individuals typically pay less for using a network provider. (H)
New For Old. 

Replacing old damaged parts or equipment with new ones rather than repairing them. (G) 

No Cure No Pay.

When a salvor attempts to preserve property endangered by a maritime peril, he does so voluntarily and receives no payment for it unless he is successful hence ‘no cure no pay’. Any remuneration received is known as ‘salvage charges’. (Gen)

Non-admitted Assets. 

Assets that do not qualify under state law for insurance statement purposes. Examples would be furniture, fixtures, agents' debit balances, and accounts receivable which are over ninety days old. (G) 

Non-admitted Insurer. 

An insurer not licensed to do business in the jurisdiction in question. Same as Unauthorized Insurer and Unlicensed Insurer. (G) 

Non-assignable. 

A policy that the owner cannot assign to a third party. Most policies are non-assignable unless approval is given by the insurer. (G) 

Non-duality Clause. 

A provision found in almost every insurance policy except Protection & Savings Insurance and sometimes Health stating what is to be done in case any other contract of insurance embraces the same property and/or hazards. Also called Contribution Clause or Other Insurance Clause. (G)
Non-financial Risk. 

One where the outcome cannot be measured in financial terms. (G) 
Non-insurable Risk. 

A risk that cannot be measured actuarially or in which the chance of loss is so high that insurance cannot be written against it. (G) 

Non-insurance. 

Making no financial preparation for meeting losses. (G) 

Non-participating (Non-Par). 

Insurance contrasts on which no policy dividends are paid because there is no contractual provision for the policy owner to participate in the surplus. Contrast with Participating. (LI) 

Non-proportional Reinsurance.
Non-proportional reinsurance means that the insurers and reinsurers do not share premiums and claims equally. Typically, it involves a deductible, usually quite substantial that the insurer must pay before the reinsurer will contribute to any claim. For example, a reinsurance policy issued with SR10M excess only requires reinsurers to contribute when a loss exceeds this amount. (RI)
Non-renewal. 

Termination of insurance coverage at an expiration date or anniversary date. This action may be taken by an insurer who refuses to renew, or by an insured who rejects a renewal offer. (G) 

Notice of Cancellation. 

Written notice by an insurer of intent to cancel insurance, or written notice by an insured requesting cancellation. (G) 

Notice of Loss. 

Notice to an insurer that a loss has occurred. Notice of loss is a condition of most policies, and it is frequently required within a given time and in a particular manner. (G) 

Non-delivery.

Loss in which the entire shipping package and its contents fail to arrive at destination and hence, not delivered to the consignee. Compare with ‘Short Delivery’. (Gen)

Non-forfeiture Clause.

Protection & Savings Insurance Policy clause that keeps the policy in force out of the surrender value for a limited period, after the grace period, and continued non-payment of the renewal premium. The policy may remain open until the surrender value is exhausted. (LI)

Non-proportional Reinsurance.

Reinsurance in which the cover is not in direct proportion to the reinsured’s loss as in quota share or surplus treaties. The reinsurer accepts the liability wholly or partly when it exceeds an excess point. (RI)

Non-valued Policy. 

A policy that is not valued; that is, when the policy is written, the amount to be paid in the event of a loss is not stated. Most property policies are non-valued. (G) 

Notice to Company. 

Written notice to an insurer of the occurrence of an event which a claim is to be based. (G) 

Not to Inure Clause.

A clause in the Institute Cargo Clauses providing that the insurance is not to inure for the benefit of the carrier or other bailee. Contracts of carriage or bailment may provide that the carrier or bailee will have the benefit of any insurance on goods. The aim is to deny the insurers the right of subrogation against the carrier or bailee. The ‘Not to inure clause’ (‘to inure’ means ‘to pass into use or benefit’) protects the insurers by negating such a contractual provision. (Gen)

Nuclear Perils.

The risks of injury to persons or damage to property caused by radiation from nuclear reactor sites or nuclear matter in the course of carriage. (Gen)

Nuisance.

A wrong done to another by unlawfully disturbing him in the enjoyment of his property or, in some cases, the exercise of a common right’. There are two kinds of nuisance: 1) Public Nuisance – which is a crime, e.g. causing road obstruction. 2) Private Nuisance, an unlawful interference affecting the occupier’s use or enjoyment of his property, e.g. invasions by noise, smell, water or smoke to the point where it is beyond reasonable. (Gen)
Nuisance Value. 

An amount that an insurance company will pay to settle a claim not because it is a valid claim but because the company considers it worth that amount to dispose of it. (G) 



Obligatory Treaty.

A reinsurance treaty under which the original insurer has to cede and the reinsurer must accept all risks falling into the class of business covered under the treaty. (RI)

Obsolescence.

A state of being which occurs when a person, object or service is no longer wanted even though it may still be in good working order; falling to disuse; process of becoming obsolete from the Latin word ‘obsolescere’ i.e. to grow old, become disused. (Gen)

Occupation.

Vocation, profession or trade in which the insured is engaged for reward or profit. (G)

Occupational Accident. 

An accident arising out of or occurring in the course of one's employment and caused by hazards inherent in or related to it. (G) 

Occurrence. 

An event that results in an insured loss. In some lines of insurance, such as Liability, it is distinguished from accident in that the loss does not have to be sudden and fortuitous and can result from continuous or repeated exposure which results in bodily injury or property damage neither expected nor intended by the insured. (G) 

Odds. 

The probable frequency of incidence of a given occurrence in a statistical sample. It is expressed as a ratio to the probable number of non-occurrences or as a decimal fraction of the total occurrences. For example, a probability of 0.25 equals odds of three to one against. A probability of 0.75 equals odds of three to one for. See also Probability, Law of Large Numbers, and Degree of Risk. (G) 

Offer. 

The terms of a contract proposed by one party to another. In Property and Casualty Insurance, submitting an application to the company is usually considered an offer. In Protection & Savings Insurance, the application plus the initial premium constitutes an offer. (G) 

Offeree. 

One to whom an offer is made. (G) 

Offeror. 

One who makes an offer. (G) 

Offset Clause 
A provision in reinsurance agreements which permits each party to net amounts due against those payable before making payment; especially important in the event of insolvency of one party which ceases to remit amounts due to the other. (RI)
Off-shore Insurance.

Branch of marine insurance covering installations and activities connected with the off-shore exploration and production of oil or gas by mobile or non-mobile installations. (Gen)

Omnibus Clause. 

An agreement in most Automobile Liability policies and some others that, by its definition of insured, extends the protection of the policy to others within the definition without the necessity of specifically naming them in the policy. An example would be a policy which covers the named insured and "those residing with him." (G) 

One day surgery or Treatment. 

A surgery or a treatment that necessarily requires pre-arrangements for one day stay only in a hospital or a treatment center. (H)
Onus of Proof.

See ‘Burden of Proof’. (G)

Open Cover.

Issued to provide automatic and continuous insurance protection to a regular exporter/ importer. It is an agreement (not a policy), binding in honour, whereby the insurer undertakes to insure all shipments declared by the insured and which come within the scope of the open cover agreement. The Insured is guaranteed of the terms of cover and the premium charged and he need not negotiate every time the consignment has to leave. (Gen)
Open Policy.

It is a policy issued for a specific aggregate amount in transit during a specified period. The insured declares the consignments under the policy and the same is adjusted against the aggregate sum insured until it is exhausted. As in Open Cover, the insured is guaranteed of the insurance protection and the terms and rates are agreed upon for the specified period under the policy. The only difference is that under Open Cover, no premium need be paid but paid against each certificate covering the consignment, whereas the premium is paid in advance for the Open Policy. (Gen)

Open Rating. 

A system whereby a state allows an insurer to use rates without prior approval. (G) 

Operating Cash Flow 

Measures the funds generated from insurance operations, which includes the change in cash and invested assets attributed to underwriting activities, net investment income and federal income taxes. This measure excludes stockholder dividends, capital contributions, unrealized capital gains/losses and various non-insurance related transactions with affiliates. This test measures a company's ability to meet current obligations through the internal generation of funds from insurance operations. Negative balances might indicate unprofitable underwriting results or low yielding assets. (G)

Operating Ratio 

Combined ratio less the net investment income ratio (net investment income to net premiums earned). The operating ratio measures a company's overall operational profitability from underwriting and investment activities. This ratio doesn't reflect other operating income/expenses, capital gains or income taxes. An operating ratio of more than 100 indicates a company is unable to generate profits from its underwriting and investment activities. (G)

Operative Clause. 

An important section of the policy as it sets out precisely the cover provided by insurers and the circumstances when they will pay. They often start with the phrase ‘The Company will pay’ and then the details follow. The Operative Clause can be very short (certain All Risks Policies) or quite lengthy (a motor policy). This clause is called the ‘Insuring Clause’. (G)
Ordinary Breakage.

Breakage (not associated with any named perils) of fragile cargo which is regarded as inevitable during transit. It is generally excluded unless caused by the vessel or craft being stranded, sunk, burnt or in collision. The ‘Replacement Clause’ deals with the breakage of machinery. (Gen)

Other Insurance. 

The existence of other contracts covering the same interest and perils. See also Concurrent Insurance. (G) 

Other Insurance Clause. 

A provision found in almost every insurance policy except Protection & Savings Insurance and sometimes Health stating what is to be done in case any other contract of insurance embraces the same property and/or hazards. Also called Non-duality Clause or Contribution Clause. (G) 

Outpatient: 

An individual (patient) who receives health care services (such as consultancy/ check-up/minor surgery) on an outpatient basis, meaning they do not stay overnight in a hospital or inpatient facility. (H)
Outstanding Premiums. 

Premiums due but not yet collected. (G) 

Over Age Extra.

Additional premium applied to a cargo which is carried by a vessel over 15 years old or which is outside the scope of the classification clause. It may also be applied to the breach of navigational warranties where the ship is over 15 years. (Gen)

Overall Liquidity Ratio

Total admitted assets divided by total liabilities less conditional reserves. This ratio indicates a company's ability to cover net liabilities with total assets. This ratio doesn't address the quality and marketability of premium balances, affiliated investments and other un-invested assets. (G)

Over-insured. 

A term used to describe the condition that exists when an insured has purchased coverage for more than the actual cash value or replacement cost of a subject of insurance. It is also used to describe a situation where so much insurance is in force as to constitute a moral or morale hazard, such as having so much Disability Income Insurance in force that it becomes profitable to be disabled. (G) 

Overlapping Insurance. 

Coverage from two or more policies or insurers which duplicates coverage of certain risks. See also Concurrent Insurance. (G) 

Over-line. 

(1) The amount of insurance or reinsurance exceeding an insurer's or reinsurer's normal capacity inclusive of automatic reinsurance facilities. 
(2) A commitment by an insurer or reinsurer above and beyond normal facilities or capacities. (G) 

Overriding Commission. 

(1) A commission which an agent or broker may receive on any business sold in his exclusive territory by subagents. Also sometimes called ‘overwriting’ or ‘overriding’. 
(2) An allowance paid to a ceding company over and above the acquisition cost to allow for overhead expenses, often including a margin for profit. (G) 

Own Damage.

A term used to describe loss or damage to the insured’s own vehicle under a motor insurance policy. (Gen)

Owner. 

(1) The person who has ownership rights in an insurance policy and who may or may not be either the policyholder or the insured. 
(2) Often used loosely to refer to the policyholder and/or the insured. 
This is the person who owns the insurance policy. It is usually the same person as the insured but it could be someone else who has the permission of the insured to be the owner, like a spouse, a common-law-spouse, an offspring, a parent, a corporation with insurable interest or a business partner with insurable interest. In order for someone else to be an owner of your policy, they have to have a legitimate insurable interest in you. See also Insured/ Policy Owner. (G) 


Package Policy. 

Any insurance policy including two or more lines or types of coverages in the same contract, e.g. property and liability coverage under a motor policy. Personal and commercial package policies are very common today. (G) 

Paid-For/ Paid-up. 

Insurance, granted by a Protection & Savings Insurer, on which the premium has been paid and no further premium is payable. (LI) 

Paid Losses. 

The amount actually paid in losses during a specified period of time, not including estimates of amounts that will be paid in the future for losses that occurred then. (G) 

Paid-Up Additional Insurance 

An option that allows the policyholder to use policy dividends and/or additional premiums to buy additional insurance on the same plan as the basic policy and at a face amount determined by the insured's attained age. (LI)

Pair & Set Clause.

Stipulates that, in the event of loss or damage to any article forming part of a pair or set, e.g. a pair of ear studs or a pair of cuff links, the claim will reflect the value of the lost item and not the reduced value of the pair or set. (Gen)

Pallet.

Packages are fastened to a platform & properly secured to it throughout the transit. The platform is called ‘pallet’ and the whole pallet is lifted into and out of the ship as one unit. The process of assembling the packages on a pallet is called ‘palletising’. (Gen)

Par. 

Abbreviation for participating. See Participating. (LI) 

Paramedic. 

(1) A person having professional training in some area of medical care but who is not a doctor.
(2) An adjective used to denote training or treatment by paramedical personnel. (H) 

Partial Disability. 

Reduction of ability to perform his normal occupation activities arising out of an injury or sickness. The degree of disability will vary with the severity of the injury or sickness. (Gen) 

Partial Loss. 

A loss covered by an insurance policy which does not completely destroy or render worthless the insured property beyond economic repairs. (G) 

Participating (Par). 

(1) Insurance that pays policy dividends. In other words, it entitles a policy owner to participate in allocations of the insurer's surplus. In Protection & Savings Insurance there are several options available for the use of such dividends. 
(2) Insurance that contributes proportionately with other insurance on the same risk. (G) 

Participation Rate 

In equity-indexed annuities, a participation rate determines how much of the gain in the index will be credited to the annuity. For example, the insurance company may set the participation rate at 80%, which means the annuity would only be credited with 80% of the gain experienced by the index. (LI)

Participating or Pro Rata Reinsurance 
Includes Quota Share, First Surplus, Second Surplus, and all other sharing forms of reinsurance where under the reinsurer participates pro rata in all losses and in all premiums. (RI)
Particular Average.

A partial loss to a ship, freight or cargo interest which is not shared by contribution among all interests but is borne by the owner of the interest to which loss occurs, as opposed to general average. Though this expression is widely used in marine insurance circles, the Institute Cargo Clauses have replaced this term with ‘Partial Loss’. (Gen)
Particular Charges.

Marine term describing expenses (excluding salvage charges and GA) incurred by or on behalf of the insured for the safety/ preservation of the subject matter. They are added to the particular average claim if related to an insured loss. E.g. survey fees, fumigating damaged cargo. (Gen)
Particular Risk. 

Particular risks affect individuals or small limited groups of people. Examples of particular risk include fire in the home, motor accidents, personal injuries. (G) 

Partnership. 

A business enterprise owned and operated by two or more persons for the purpose of generating business income and profits. (G) 
Party Wall. 

A common wall between two buildings. (G) 

Payee. 

The person receiving money. (G) 

Peril. 

This term refers to the causes of possible loss in the property field - for instance: Fire, Windstorm, Collision, Hail, etc. In the casualty field the term “Hazard” is more frequently used. Contrast with Hazard and Risk. (G) 

Perils of the Seas.

Refers only to fortuitous accidents or casualties of the seas and does not include the ordinary action of the wind and waves. Sinking, foundering of ship at sea, collision or unintentional stranding are not mentioned but are ‘perils of the sea’. Something that may happen at sea, not something that must happen, is the criterion. (Gen)

Period. 

See Term. (G) 

Period of Indemnity (versus Period of Interruption) 

The period of indemnity is the time during which the insurance policy covers the insured's loss. Under the Business Interruption Insurance policy, the period of indemnity is defined as the period during which a loss of business income is sustained ‘...due to the necessary suspension of your operations during the period of restoration’. 

Often, this is different from an insured's perception of the period the business is interrupted. The period of restoration is defined as beginning with the date of a direct physical loss or damage caused by or resulting from any covered cause of loss at the described premises and ending with the date when the property at the described premises should be repaired, rebuilt, or replaced with reasonable speed, toward premises of similar quality to what existed before the loss. 

This is analogous to a principle of property insurance that is perhaps more generally understood: insurance covers the cost of repairing or replacing lost property, not of improving or modifying it. In the case of a business interruption, if the period of time taken to effect the improvement or modification exceeds the time it should have reasonably taken to return property to an "as was" condition, that additional time is not compensable. It falls outside the period of indemnity covered by the business interruption policy. 

The period during which the damaged property should have been repaired is also subject to a reduction for those times when operations would normally have been suspended. Examples include vacations, Sundays, holidays, employee strikes, normal shutdowns, and time to repair uninsured damage events. No loss would be calculated for the days during which the insured would not have been operating had the loss not occurred. (Gen)
Permanent Partial Disablement(PPD).

Disability benefits payable when an injury leaves the insured working on a reduced basis as opposed to not working at all. This situation arises where, as a result of an accident, a part of the body (hand/ foot/ finger/ phalanges/ toes etc.) is permanently & irrecoverably lost, either by amputation or loss of use. The benefits under an insurance policy are a proportion of the permanent total disablement benefit. (Gen)

Permanent Total Disablement (PTD).

As a result of an accident the person is permanently, absolutely, irrecoverably and totally disabled in such a manner that he is unable to follow any occupation or any gainful employment. (Gen)

Per Risk Excess Reinsurance 
Retention and amount of reinsurance apply ‘per risk’ rather than on a per accident or event or aggregate basis. (RI)
Persistency. 

The tendency or likelihood of insurance business not lapsing or being replaced by another insurer's product; an important underwriting factor. (G) 

Personal Assets. 

Wealth and things of value accumulated and owned by an individual. These would include real estate, cash, investments and other items of value. (G) 

Personal Contracts.

Insurance contracts are personal contracts. Although the subject matter of insurance could be some property the insurance contract insures a person or persons who has an interest in the property and not the property. (G)

Personal Injury.

Means bodily injury including physical or psychiatric harm, disease or illness. It also includes intangible injuries resulting from defamation, false arrest, invasion of privacy and other intentional torts. (Gen)

Personal Lines. 

This term is used to refer to insurance for individuals and families, such as private passenger automobile insurance and homeowner policies. Contrast with Business Insurance and Commercial Lines. (G) 

Personal Property of Others. 

Property, other than real property, which is not owned by an insured. Liability forms have traditionally excluded coverage for property of others in an insured's care, custody or control. Modern homeowner forms and commercial property forms provide some coverage for property of others. (G) 

Personal Liability.

The insured’s legal liability to third parties, for loss or damage to the third party property or death of or bodily injury to the third party. This can arise to both individuals and corporate bodies. (Gen)
Person Providing Insurance and reinsurance Services. 

A natural person that is licensed to engage in the insurance and reinsurance services or activities permitted in Saudi Arabia who is employed by an insurance service provider. (G/H/LI/RI)
Phantom Vessel.

A vessel that has no valid classification. It is not registered with any recognized ship registry and is used for fraud on cargo owners. (Gen)

Physical Hazard. 

Any hazard arising from the material, structural, or operational features of the risk itself apart from the persons owning or managing it. (G) 

Pilferage. 

Petty theft, without any breaking in or use of force particularly theft of articles in less than package lots. This term is associated with the insuring of cargo/house hold effects under an Inland Marine Insurance (G) 

Pirates/ Piracy.

An assault on a vessel, cargo, crew or passengers at sea by marauders, who owe no allegiance to any recognized flag, acting for personal gain. (Gen)

Policy. 

The written statement of a contract effecting insurance, or certificates thereof, by whatever name called, and including all clauses, riders, endorsements, and papers attached thereto and made a part thereof. (G) 

Policy Conditions. 

See Conditions. (G) 

Policy Date. 

See Effective Date. (G)
Policy Dividend. 

The return of a portion of the premium paid on a participating policy. It represents the difference between the gross premium charged and the actual cost assessed against the policy by actuarial formula. (G) 

Policy Holder.

Natural person or corporate entity in whose name the Insurance Policy has been issued. (G)
Policy Owner. 

(1) The person who has ownership rights in an insurance policy and who may or may not be either the policyholder or the insured. 
(2) Often used loosely to refer to the policyholder and/or the insured. See also Insured. (G) 

Policy Period (or Term). 

The period during which the policy contract affords protection, e.g., six months or one or three years. (G) 

Policy Term. 

See Policy Period. (G) 

Policy Year 
The year commencing with the effective date of the policy or with an anniversary of that date. (G)
Policy Year Experience. 

The measure of premiums and losses for each 12-month period a policy is in force. Losses occurring during this 12-month period are assigned to the period regardless of when they are actually paid. (G) 

Policyholder. 

(1) The person in actual possession of an insurance policy. 
(2) Often used loosely to refer to the policy owner and/or insured. See also Insured. (G) 

Policyholder's Surplus. 

The amount over and above liabilities available for an insurer to meet future obligations to its policy holders. In the case of a mutual insurer, it is the whole equity section of the balance sheet. In the case of a stock insurer, the equity section is divided into two parts, stockholder's surplus and policyholder's surplus. (G)
Political Risk.

Usually means a risk that is subject to political decisions and therefore, beyond the control of a firm. Political risk must be clearly distinguished from the commercial risk (changes in production, prices, currency exchange rates etc.) they fall into five groups: Confiscation; expropriation and nationalization; currency inconvertibility; contract frustration; war and civil unrest. (Gen)

Pollution.

Damage to land, water, property or the atmosphere by the disposal of waste materials or the release of toxic, corrosive, ionizing, irritating, thermal or other noxious or offensive substances. The environment also can be polluted by noise or vibration. Pollution causes direct (bodily injury/ damage to crops) and indirect (loss of profits due to business interruption and clean up costs) losses. (Gen)

Pool (Association or Syndicate). 

An organization of insurers or reinsurers through which particular types of risks are written with the premiums, losses, and expenses shared in agreed amounts among the insurers belonging to the pool. A pool is often the entity to write large values, such as those on commercial aircraft. (G) 

Portfolio. 

All of the insurer's in-force policies and outstanding losses, respecting described segments of its business. Also, the total securities owned by an insurer. (G) 

Portfolio Reinsurance 
In transactions of reinsurance, it refers to all the risks of the reinsurance transaction. For example, if one company reinsures all of another’s outstanding Automobile business, the reinsuring company is said to assume the “portfolio” of Automobile business and it is paid the total of the unearned premium on all the risks so reinsured (less some agreed commission). (RI)
Portfolio Run-off 
The opposite of Return of Portfolio - permitting premiums and losses in respect of in-force business to run to their normal expiration upon termination of a reinsurance treaty. (RI)
Power of Agency. 

See Agent's Authority. (G) 

Power of Attorney. 

(1) The authority given to one person or corporation to act for and obligate another to the extent set forth in the agreement creating the power. 
(2) The authority given to the chief administrator of a reciprocal insurance exchange, who is called an attorney in fact, by each subscriber. See also Reciprocal Insurance Exchange. (G) 

Preamble. 
Usually found immediately below the heading, the preamble (which means a preliminary statement or introduction) contains two essential points:

· The proposal is the basis of the contract and the proposal form incorporated in the contract. 

Reference to the consideration of the insured (has paid or agreed to pay the premium) and the consideration of the insurer (will provide the insurance as detailed). This is also called the ‘Recital Clause’. (G)
Pre-certification Authorization. 

A cost containment technique which requires physicians to submit a treatment plan and an estimated bill prior to providing treatment. This allows the insurer to evaluate the appropriateness of the procedures, and lets the insured and physician know in advance which procedures are covered and at what rate benefits will be paid. (H) 

Pre-Existing Condition 

A coverage limitation included in many health policies which states that certain physical or mental conditions, either previously diagnosed or which would normally be expected to require treatment prior to issue, will not be covered under the new policy forever or for a specified period of time. (H)

Preferred Provider Organization 

Network of medical providers who charge on a fee-for-service basis, but are paid on a negotiated, discounted fee schedule. (H)

Preferred Risk. 

Any risk considered to be better than the standard risk on which the premium rate was calculated. (G) 

Pregnancy, Child Birth & Delivery. 

Any pregnancy and / or birth arising from a relationship. (H)
Pre-licensing Education Requirement. 

Statutory requirement of many states that an applicant for an insurance license must complete a specified education program before being eligible for the license. (G) 

Premises. 

The particular location of property or a portion thereof as designated in a policy. (G) 

Premium. 

The price of insurance protection for a specified risk for a specified period of time. (G) 

Premium Advance. 

See Deposit Premium (G) 

Premium Deposit. 

See Deposit Premium. (G) 

Premium Discount. 

(1) A discount allowed on premiums paid in advance of one year, which is based on projected interest to be earned. 
(2) A discount allowed on certain Workers Compensation and Comprehensive Liability policies to allow for the fact that larger premium policies do not require the same percentage of the premium for basic insurer expenses such as policy-writing. 
The discount percentage increases with the size of the premium. This is not available in all states. (G) 

Premium, Earned. 

See Earned Premium. (G) 

Premium Notice. 

A form notice from an insurer or agency to a policy owner that a premium will be due on a given date. (G) 

Premium, Pure. 

See Pure Premium. (G) 

Premium Rate. 
The price per unit of insurance. An example would be a Property Insurance rate of SR 0.10 per SR 100 of the value of the property to be insured. (G) 

Premium Receipt. 

The receipt given to a policy owner for the payment of a premium. (G) 

Premium Return. 

See Return Premium. (G) 

Premium, Unearned. 

See Unearned Premium. (G) 

Premiums Written. 

See Written Premiums. (G) 

Present Value. 

The amount of money that future amounts receivable are currently worth. For example, a Protection & Savings Insurance policy may provide for payments to be made monthly for 10 years. The present value of that money would be less than the total amount of the monthly payments for 10 years because of the amount of interest that a present lump sum could earn during the term that the payments otherwise would have been made. (LI) 

Pressure Plant/ Vessel.

A container designed to hold steam, gas or other vapour under pressure. The principal risk involved is explosion or implosion (collapse). (Gen)

Prima Facie.

This is a Latin expression meaning ‘on its first appearance’ or ‘by first instance’. It is used in modern legal English to signify that on first examination, a matter appears to be self-evident from the facts. In common law jurisdictions, prima facie denotes evidence that, unless rebutted, would be sufficient to prove a particular proposition or fact. Most legal proceedings require a prima facie case to exist, following which proceedings then may commence to verify it and create a ruling. (Gen)
Probability.

The science of measurement of chance. Likelihood that the given event will occur. In statistics, relative frequency of occurrence. The likelihood or relative frequency of an event expressed in a number between zero and one. The throw of a die is an example. The probability of throwing five is found by dividing the number of faces that have a five (1) by the total number of faces (6). That is a probability of one-sixth or one divided by six, which is 0.17. See also Degree of Risk, Law of Large Numbers, and Odds. (G)

Probate.
Letters-probate represent judicial certification of the validity of a Will and judicial confirmation of the authority of the personal representative who is to administer the Will. (LI)
Product Liability Insurance.

Provides indemnity to the manufacturers or distributors in respect of their liability for accidental damage or injury or damage to property resulting from the purchase and use of the products caused due to defects in the products. (Gen)

Professional Indemnity Insurance.

Insurance that protects the professionals like Doctors & medical practitioners, Architects, Chartered Accountants, management Consultants, Lawyers etc. against liability for professional errors or omission/ negligence or breach of professional duty of care. (Gen)

Professional Reinsurer 
A term used to designate a company whose business is confined solely to reinsurance and the peripheral services offered by a reinsurer to its customers as opposed to primary insurers who exchange reinsurance or operate reinsurance departments as adjuncts to their basic business of primary insurance. The majority of professional reinsurers provide complete reinsurance and service at one source directly to the ceding company. (RI)
Profit 

A measure of the competence and ability of management to provide viable insurance products at competitive prices and maintain a financially strong company for both policyholders and stockholders. (G)

Profit Commission. 

A provision found in some reinsurance agreements which provides for profit sharing. Parties agree to a formula for calculating profit, an allowance for the reinsurer’s expenses, and the cedant’s share of such profit after expenses. Also see Contingent Commission. (G) 

Prohibited List. 

A list of types of business or types of risks that an insurance company will not insure. Also called the ‘Undesirable List," the ‘Do Not Solicit List’, and other designations. (G) 

Promulgate. 

(1) To develop, publish and put into effect insurance rates or forms. 
(2) To make public, by publishing or announcing, the fact that a statute or rule of court is a legal order or direction enforceable by law, and violation of such is punishable as provided by law. (G) 

Proof of Loss. 

A formal statement made by a policy owner to an insurer regarding a loss. It is intended to give information to the insurer to enable it to determine the extent of its liability. (G) 

Property Insurance.

Provides coverage against fire, theft, explosions, natural phenomena, civil disturbances, and any other insurance included under this class of insurance. (G)
Proportional Reinsurance.
Proportional means the insurer and reinsurer share the risk, the premiums and claims, usually on a percentage basis. For example, the reinsurer may agree to accept, say 25% of the risk receiving 25% of the original premium and paying 25% of all claims. The cedant and the reinsurer share the risk in agreed proportions, either fixed (quota share treaty) or variable (surplus treaty) based on the ceding office’s retention and the sum insured. (RI)
Proposal Form.

A form completed by a party seeking insurance. It enables the insurers to assess the risk before acceptance and issue the policy. (G)

Proposer.

The prospective insured or the person proposing to avail insurance protection by submitting a completed proposal form. (G)

Proprietary Companies.


Shareholders who have either supplied the share capital or purchased shares in the company own proprietary companies. It is to the shareholders that any profits belong, in the form of dividends. The shareholders would however endure the cost of any losses and could lose their entire investment. (G)
Pro Rata. 

(1) Equitable or proportionate Distribution of the amount of insurance under one policy among several objects or places covered in proportion to their value or the amounts shown. 
(2) Equitable or proportionate Distribution of liability among several insurers having policies on a risk, usually in the proportion that the amount of coverage in each policy bears to the total amount of coverage in all policies. 
(3) Equitable or proportionate Distribution of the amount of annual premium to particular period (Gen/H) 

Pro Rata Cancellation. 

The termination of an insurance contract or bond with the premium charge being adjusted in proportion to the exact time the protection has been in force. Contrast with Short Rate Cancellation. (Gen/H) 

Pro Rata Rate. 

A rate charged for a period of coverage shorter than the normal period. An example, if an insured had coverage for only one quarter of a year, his premium would be only one quarter of the annual premium. (Gen/H) 

Prospect. 

The term commonly used to refer to a potential buyer of insurance. (G) 

Prospecting. 

The act of looking for prospects, i.e., potential insurance buyers. (G) 

Prospective Rating. 

A method used in arriving at the rate and premium for a specified future period, based in whole or in part on the loss experience of a prior specified period. See Experience Rating. (G) 

Prospective Rating Plan. 

A plan which uses a formula for determining premiums for a specified period on the basis, in whole or in part, of the loss experience of the previous period. (G) 

Protection. 

(1) A term used interchangeably with ‘coverage’ to denote insurance provided under the terms of a policy. 
(2) The fire-fighting facilities in the area in which a risk is located. (G) 

Protection Insurance. 
Provides individual or group coverage for death related consequences, and permanent and partial disability. Protection Insurance is the original form and is considered to be pure insurance protection because it builds no cash value. These policies provide for the greatest amount of coverage for the lowest premium, as compared to any other form of protection. (LI)
Protection & Indemnity Club.

Mutual associations protecting ship owners in respect of risks not covered in the marine insurance market. The ship owner enters his vessel on a tonnage basis that determines his levy or call at the beginning of the financial year. If claims are heavy, further levy may be demanded. The club works on a ‘no loss no profit basis’. The protection is against liability for loss of life, illness or injury to the passengers or crew and liability for damage to the cargo, piers, docks or other shore property caused by the negligence of the insured or his crew. (Gen)
Protection and Savings Insurance. 
Provides individual or group coverage for death related consequences, and permanent and partial disability with a saving / retirement plan for an additional premium paid by the insured. (LI)
Protest.

A marine insurance claim document in the form of a statement sworn by a ship’s master before a notary giving details of the casualty. He ‘protests’ innocence of blame for loss of or damage to cargo or ship. (Gen)

Provider. 

Provider is a term used for health professionals who provide health care services. Sometimes, the term refers only to physicians. Often, however, the term also refers to other health care professionals such as hospitals, nurse practitioners, chiropractors, physical therapists, and others offering specialized health care services. (H)
Provisional Premium. 

The premium charged under an adjustable policy at the inception. (Gen) 

Provisional Rate. 

Tentative rates, premiums or commissions that are subject to subsequent adjustment. See Commission and Premium. (G) 

Provisions. 

Statements contained in an insurance policy which explain the benefits, conditions and other features of the insurance contract. (G) 

Proximate Cause.

Defined as, ‘the active efficient cause that sets in motion without the intervention of any force started and working actively from a new and independent source’. This principal is applied while paying claims. The insurer is liable only for loss proximately caused by an insured peril. It should be the dominant cause and not a remote cause - ‘Causa proxima et non remota spectatur’.  (G)

Prudent Underwriter.

An underwriter who understands risks on a reasonable basis and who is neither unduly apprehensive nor over-cautious. The concept of prudent underwriter is at the heart of the fundamental principle of utmost good faith as a fact will be judged to be material or not and influence his assessment of the risk and its acceptability. (G)

Public Adjuster. 

An insurance adjuster who represents an insured on a fee basis in claims settlement. Contrast with Independent Adjuster. (G) 

Public Liability Insurance.

Public liability is the most common policy and in view of its relatively modest cost against the possibility of a major loss, all businesses should have this cover. It indemnifies the insured against legal liability for bodily injury to third parties or loss or damage to their property in connection with the insured’s business. (Gen)
Public Policy. 

Public policy is essentially anything that involves the interests of the public or society as a whole. Situations that may be legally valid but may be ethically or morally wrong are against public policy, as they are not in the public interest. (G) 

Punitive Damages.

Damages (monetary compensation) levied to ‘punish’ the defendant for acts of gross negligence or outrageous conduct, normally intentional, irrespective of the amount of actual or compensatory damages. Also called ‘Exemplary’ damages. (G)

Pure Premium. 

A term used in insurance rate making. It refers to that portion of the total premium which is needed to pay expected losses. It does not take into account money needed for other company expenses. (G) 

Pure Risk. 

Uncertainty as to whether a loss will occur. Under a pure risk situation, there is no possibility for gain. Contrast with Speculative Risk. (G) 



Qualifying Event 

An occurrence that triggers an insured's protection. (G)
Quantum.

The monetary amount payable in damages to an insured under an indemnity contract. (G)

Quick Assets. 

Assets that are quickly convertible into cash. (G) 

Quick Liquidity Ratio - Quick assets divided by net liabilities plus ceded reinsurance balances payable. Quick assets are defined as the sum of cash, unaffiliated short-term investments, unaffiliated bonds maturing within one year, government bonds maturing within five years, and 80% of unaffiliated common stocks. These assets can be quickly converted into cash in the case of an emergency. (G)
Quid Pro Quo. 

Latin for ‘this for that’, or ‘one thing for another’. In insurance it could refer to the consideration in an insurance contract which calls for the exchange of values by both parties to the contract in order for it to be a valid contract. See also Consideration. (G) 

Quota Share 
The basic form of participating treaty whereby the reinsurer accepts a stated percentage of each and every risk within a defined category of business on a pro rata basis. Participation in each risk is fixed and certain.  A proportional type of reinsurance treaty, whereby the insurer is required to cede certain risks within agreed percentages to the reinsurer and the reinsurer has agreed to accept the business. (RI)


Radioactive Contamination.

The contamination of any material, surface, environment or person by radioactive substances such as alpha particles or gamma rays. Radioisotopes used in industry (e.g. medicine, food, pasteurization) are generally of low power with a short life. (Gen)

Rate. 

The cost of a given unit of insurance. For example, in Ordinary Protection Insurance, it is the price of SR 1,000 of the face amount. In Property Insurance, it is the rate per SR 100 of value to be insured. The premium, then, is the rate multiplied by the number of units of insurance purchased. (G) 

Rateable Proportion. 

When an Insured arranges for more than one policy covering the same property, in the event of a loss each Insurer will contribute his share of the loss in proportion to the sum insured under his/her policy. This is expressed as follows:

If Insurer X has insured the property for Value ‘A’ & Insurer has insured the property for value ‘B’ and the Insured has suffered a loss of say ‘C’, X will pay: (A+B)/A*C & Y will pay: (A+B)/B*C. (G) 

Rate Card. 

A pocket size card/Booklet issued by an insurer giving rates for various coverages. It is carried by an agent or sales representative for quotation purposes. (G) 

Rate Discrimination. 

The use of different rates for insureds or risks of the same class and characteristics. Rate discrimination is prohibited by most state insurance laws. (G) 

Rate Manual. 

A manual containing rates for various coverages, information and instructions for field underwriting, insurer's rules for the guidance of agents, and, in the case of Protection & Savings Insurance rate manuals, cash amount forfeiture values and dividend scales (if any). (G) 

Rating Bureau. 

An organization that classifies and promulgates manual rates and in some cases compiles data and measures the hazards of individual risks in terms of rates in geographic areas, the latter being true especially in connection with Property Insurance. (G) 

Rating Class. 

The rate class into which a risk has been placed. See also Class. (G) 

Rating, Merit. 

See Merit Rating. (G) 

Raw Materials.

Materials acquired for manufacturing purposes. The item on raw materials in a manufacturer’s fire insurance is valued at market value immediately prior to loss. Once worked upon but not yet incorporated in the ‘finished goods’, the materials become a part of ‘work in progress’ taking into account of labour costs and other direct expenses. (Gen)

Reasonable and Customary Medical Expenses. 

A) Medical expenses which conform to the level of charges made by the majority of licensed physicians or hospitals in the kingdom. Such charges to be for similar treatment and such licensed physician or hospital to be similarly qualified and of similar standing as those in respect of which claim is made

B) Medical treatment which does not materially differ from what the licensed physician considers acceptable as normal and typical for any specific ailment for which medical expenses are claimed under the Policy (H)
Rebate. 

A portion of the agent's commission returned to an insured or anything else of value given an insured as an inducement to buy. The payment of policy dividends, retroactive rate adjustments, and reduced premiums that reflect the savings of direct payment to an agent or home office are not usually considered to be rebates. In most cases rebates are illegal, both for the agent or insurer to give a rebate and for an insured to receive one. (G) 

Rebellion.

‘The taking up of arms traitorously against the government of the state. It is a graver form of insurrection for general purposes in which there is usurped power amounting to treason’. (Gen)

Reciprocal Duty.

A duty, such as the duty of utmost good faith, that attaches to both the contracting parties. (G)

Reciprocal Insurance Exchange. 

An unincorporated group of individuals, called subscribers, who mutually insure one another, each separately assuming his share of each risk. Its chief administrator is an attorney in fact. (G) 

Recital Clause.

See Preamble. (G)

Recovery.

Amount the insurer can recoup after paying for a loss. It may be the result of sale of salvage, exercise of subrogation rights or reinsurance recovery. (G)

Reinstatement.
(1) This is the restoration of damaged property - building/ machinery – to its pre-accident state

(2) Also this is the restoration of a lapsed Protection & Savings insurance policy. The Protection & Savings insurance company will require evidence of continuing good health and the payment of all past due premiums plus interest. (Gen/LI)
Reinstatement Clause 
(1) Under Property Insurance this refers to the condition that stipulates the requirement of restoration of damaged property before any liability is assumed under the policy. It stipulates when & how the ‘New for Old’ principle would be applied.

(2) The Condition regarding restoration of a lapsed policy in Protection & Savings Insurance.

(3) When the amount of reinsurance coverage provided under a treaty is reduced by the payment of a reinsurance loss as the result of one catastrophe, the reinsurance cover is automatically reinstated usually by the payment of a reinstatement premium. (Gen/LI/RI)
Reinsurance 
In effect, insurance that an insurance company buys for its own protection is Reinsurance. The risk of loss is spread so a disproportionately large loss under a single policy doesn't fall on one company. Reinsurance enables an insurance company to expand its capacity; stabilize its underwriting results; finance its expanding volume; secure catastrophe protection against shock losses; withdraw from a line of business or a geographical area within a specified time period. (RI)

Reinsurance Ceded 

The unit of insurance transferred to a reinsurer by a ceding company. (RI)

Reinsurance Commission.

In reinsurance, the primary insurance company usually pays the reinsurer its proportion of the gross premium it receives on a risk. The reinsurer then allows the company a ceding or direct commission allowance on such gross premium received, large enough to reimburse the company for the commission paid to its agents, plus taxes and its overhead. The amount of such allowance frequently determines profit or loss to the reinsurer. In addition to the regular reinsurance commission on the business placed there are 3 more additional commissions paid in reinsurance. They are:

a. Profit Commission: An additional commission payable by the reinsurers to the ceding company as a percentage of profits derived from the business.

b. Super Profit Commission: Overriding Profit Commission: This is payable in addition to the original profit commission particularly under retrocession &/or reciprocal treaties.

c. Overriding Commission: Commission payable in addition to the original commission particularly under retrocession treaties. (RI)
Reinsurance Recoverables to Policyholder Surplus 

Measures a company's dependence upon its reinsurers and the potential exposure to adjustments on such reinsurance. Its determined from the total ceded reinsurance recoverables due from Reinsurers for paid losses, unpaid losses, losses incurred but not reported (IBNR), unearned premiums and commissions less funds held from reinsurers expressed as a percent of policyholder surplus. (RI)

Renewable Protection Insurance Policies.
This is the simplest form of protection insurance with a policy term of one year. The death benefit would be paid by the insurance company if the insured died during the one year term of the policy. Before the expiry of the policy it has to be renewed with proof of insurability. In view of the term of the policy being one year this policy is called temporary insurance. (LI)
Renewal. 

The reestablishment of the in-force status of a policy, the term of which has expired or will expire unless it is renewed on payment of appropriate premium. (G) 

Renewal Certificate. 

A short form certificate which is used to renew a policy. It refers to the original policy, keeping all of its provisions, but does not restate all of its insuring agreements, exclusions, and conditions. (Gen/H) 

Renewal Commission. 

A commission paid on premiums subsequent to the first-year commission. (G) 

Renewals. 

(1) The premiums paid for renewed policies. 
(2) The commissions paid on renewal premiums. (G) 

Replacement. 

A new policy written to take the place of one currently in force. (G) 

Replacement Cost 

The amount needed to be allowed in a claim by an insurer to replace damaged personal property or dwelling property without deducting for depreciation but limited by the maximum amount shown on the policy. (G)

Representative. 

An agent or sales representative. (G) 

Representation.

Statement made by the Insurer to the insurer before the contract is concluded. If relating to a material fact it must be true. If relating to matter of expectation or belief it is true if made in good faith. Representations are often converted into warranties by a basis clause at the bottom of the proposal form. (G)

Rescission. 

(1) Repudiation of a contract. A party whose consent to a contract was induced by fraud, misrepresentation or duress may repudiate it. A contract may also be repudiated for failure to perform a duty. 
(2) The termination of an insurance contract by the insurer when material misrepresentation has occurred. (G)
Reserve. 

(1) An amount representing actual or potential liabilities kept by an insurer to cover debts to policyholders. 
(2) An amount allocated for a special purpose. Note that a reserve is usually a liability and not an extra fund. 
On occasion a reserve may be an asset, such as a reserve for taxes not yet due. (G/H/LI) 

Reserve, Unearned Premium. 

See Unearned Premium Reserve. (G/H/LI) 

Residual Benefit 

In disability insurance, a benefit paid when you suffer a loss of income due to a covered disability or if loss of income persists. This benefit is based on a formula specified in your policy and it is generally a percentage of the full benefit. It may be paid up to the maximum benefit period. (G/LI)

Residual Markets. 

Various insurance markets outside of the normal agency-company marketing system. Residual markets include government insurance programs, specialty pools (aviation risks and nuclear risks), and shared market mechanisms (assigned risk plans). (G/H/LI) 

Res Ipsa Loquitor.

‘The thing speaks for itself’. The maxim applies whenever it is improbable that an accident would have occurred without negligence on the part of the defendant. The court infers negligence and the defendant has to disprove it. (G)

Respondentia Bonds.

An agreement where under a representative of a ship, in most instances the master, in circumstances of distress and necessity, and in the absence of any other source of finance or credit, hypothecates the cargo with a view to meeting the necessary expenditure or obtaining credit and so facilitating the safe continuation or completion of the voyage. A Respondentia bond differs from a Bottomry bond in that in the former case the cargo is mortgaged while in the latter the vessel is mortgaged. Due to the bonds relatively low priority as against the other liens in the event of a suit, the use of these bonds declined greatly in the 19th century & the subject is today of interest only to legal historians. The Code of Hammurabi describes this form of Insurance. (Gen)
Retention.

The amount retained by the insurer and not cede to a reinsurer. (RI)

Retention of Risk. 

Assuming all or part of a risk instead of purchasing insurance or otherwise transferring the risk. One of the four major risk management techniques. (G) 
Retroactive Date.

Date that defines the extent of cover in time under claims-made liability policy. Claims resulting from occurrences prior to the retroactive date are not covered notwithstanding the notification of the claims during the policy period. Retroactive dates are commonly stated to be the inception date of the first year of cover and renewed thereafter without a break. I there is a break in insurance, the retroactive date commences afresh and no claims related to the period prior to the renewal shall not be payable. (Gen)

Retrocession 
A reinsurance of reinsurance. Example: Company ‘B’ has accepted reinsurance from Company ‘A’, and then obtains for itself, on such business assumed, reinsurance from Company ‘C’. This secondary reinsurance is called a Retrocession. The transaction whereby a reinsurer cedes to another reinsurer all or part of the reinsurance it has previously assumed. (RI)
Retrospective Premium. 

The final premium in a retrospective rating plan. See Retrospective Rating. (G) 

Retrospective Rating. 

(1) A plan for which the final premium is not determined until the end of the coverage period and is based on the insured's own loss experience for that same period. It is subject to a maximum and minimum. A plan of this type can be used in various types of insurance, especially Workers Compensation and Liability, and is usually elected by only very large insureds. 
(2) A plan or method which permits adjustment of the final reinsurance ceding commission or premium on the basis of the actual loss experience under the subject reinsurance treaty - subject to minimum and maximum limits. See also Basic Premium. (G/RI) 

Return Commission. 

A commission which is paid back by the agent if a policy is cancelled before its normal expiration date. This situation arises because the commission was based on the full annual premium, and if the policy is cancelled before it is earned, a pro rata portion of the commission must be returned. (G) 

Return Premium. 

A portion of the premium returned to a policy owner as a result of cancellation, rate adjustment, or a calculation that an advance premium was in excess of the actual premium. See also Pro Rate and Short Rate. (G) 

Revival. 

See Reinstatement. (LI) 

Rider. 

An attachment to a policy that modifies its conditions by expanding or restricting benefits or excluding certain conditions from coverage. See Waiver and Endorsement. (G) 

Riots.
Riots are a form of civil disorder characterised by disorganised groups lashing out in a sudden & intense rash of violence, vandalism or other crime. While a riot may be premeditated and intentionally incited, a true riot is quickly joined by people without fore-knowledge of the riot. While individuals may attempt to lead or control riot, riots are particularly chaotic & exhibit herd behaviour. Riots often occur in reaction to a perceived grievance or out of dissent. Riots typically involve vandalism & destruction of private & public property. (Gen)

Risk. 
A term used to denote the physical units of property at risk or the object of insurance protection and not Perils or Hazard. Reinsurance by tradition permits each insurance company to frame its own rules for defining units of Risks. The word is also defined as chance of loss or uncertainty of loss.
(1) Uncertainty as to the outcome of an event when two or more possibilities exist. See also Pure Risk and Speculative Risk. 
(2) A person or thing insured. Contrast with Hazard and Peril.
(3) The subject-matter of an insurance or reinsurance contract (G) 

Risk Analysis.

Systematic use of information to determine the probability of an occurrence and severity of its consequences. This leads to informed decisions as to how specific risks should be managed. (G)

Risk Assessment.

Collective reference to risk identification, risk analysis and risk evaluation – i.e. an overall process in risk management. (G)

Risk Assumption.

An informed decision to accept the likelihood and consequences of a particular risk. (G)

Risk Aversion.

An attitude of an individual or organisation with a preference for avoiding risk whenever possible. (G)

Risk Avoidance.

An informed decision not to become involved with, or continue with, a risk situation. The potential loss is regarded as greater than the potential value of the risk-creating activity. (G)

Risk Class/ Classification. 

Risk class, in insurance underwriting, is a grouping of insureds with a similar level of risk. Typical underwriting classifications are preferred, standard and substandard, smoking and nonsmoking, male and female. (G)

Risk Financing.

Risk management techniques to provide funding for losses after they have occurred. Some risks are retained and paid out of normal cash flow. Insurance is another way. There are many alternative risk transfer products offering a wide range of solutions. (G)

Risk Identification.

The initial risk management step to identify the firm’s exposure to risk. It involves: reviewing all relevant data on business assets, activities and personnel; checking financial statements/ balance sheet/ PL Account, to identify potential sources of loss. (G)

Risk Inventory.
A record of all risks identified during the risk management process. Each risk is described, classified by type and assessed in terms of its potential considering the severity and probability. The proposed control measures & the target date with the details of the ‘risk owner’ – the person responsible for implementing & monitoring control measures are noted. (G)

Risk Management. 

Management of the pure risks to which a company might be subject. It involves analyzing all exposures to the possibility of loss and determining how to handle these exposures through such practices as avoiding the risk, reducing the risk, retaining the risk, or transferring the risk, usually by insurance. (G) 

Risk Manager.

Person appointed to carry out risk management of an organisation. (G)

Risk Register.

Same as Risk Inventory. (G)

Risk Retention
Retaining a portion of risk in own books – applies to insurance companies in Re-insurance and also customer for the portion chosen as deductible
Risk Retention Groups. 

Liability insurance companies owned by their policyholders. Membership is limited to people in the same business or activity which exposes them to similar liability risks. The purpose is to assume and spread liability exposure to group members and to provide an alternative risk financing mechanism for liability. (G) 

Risk Transfer.

Transfer of the financial effects of his loss to another – as in insurance policy for customer and transfer to Re-insurer for an insurer. (G)
Robbery.

Stealing by force or threat of force. (Gen)

RO-RO Vessels.

‘Roll On and Roll Off’ vessels having facility to transport only trucks, trailers etc without the need of cranes. (Gen)

Running Down Clause (RDC).

An International Hull Clause officially called ‘3/4ths Collision Liability’. It extends the policy to cover three fourths of the ship owner’s legal liability for damage to other vessels, freight and their cargo and general average where the insured vehicle has collided with another vessel. Settlements are on a cross liability basis. The remaining part is covered under the P&I Club. (Gen)



Sabotage.

Willfully doing illegal damage or other malicious acts to disrupt the insured. The word is derived from French term ‘sabot’ or wooden shoe, which disgruntled workers would use to damage property. (Gen)

‘Said to Contain’.

Disclaimer noted on a bill of lading that the vessel carrying the cargo did not verify the type, quantity or condition of cargo when the vessel received the loaded and sealed container. (Gen)

Sailing Warranty.

An implied warranty in a voyage that the voyage policy on a ship that the voyage will proceed with reasonable dispatch. Unreasonable delay may increase the hazards so permitting the insurer to avoid the policy. (Gen)

Salvage. 

1. Property taken over by an insurer to reduce its loss.
2. Property saved from a misfortune on land or at sea. (G) 

Salvage Charges.

These charges are remuneration paid to third parties, known as salvors, who voluntarily & independently of contract render services to save maritime property at sea which is in danger. The salvage charges are paid by &out of saved property i.e. ship, cargo & freight. These charges are payable under Marine Policies. (Gen)

Salvage Loss.

The loss incurred when goods damaged by a marine peril are sold art an intermediate port because it is considered they will be worthless by the time they reach original destination. The underwriter pays a total loss but takes credit for the net proceeds of the sale. (Gen)

Salvage value

The estimated cash amount that would be received if damaged property were to be sold. (G) 

Saudization Plan. 
To replace the Expatriates with the Saudi Employees in all walks of life. The percentage of Saudi Employees shall not be less than 30% at the end of the first year, and this percentage shall increase annually according to a Saudization plan submitted to the Agency, as per the Article 79 of the Implementation of Insurance Regulations. (G)
Policy Schedule .

The part of an insurance policy that sets out the details specific to the contract like name of the Insured, address, description of the property/persons covered, period of insurance, terms of the contract, special provisions if any, the premium etc. (G)

Seasonal Risk. 

A risk which is present only during certain parts of the year. Examples might be manufacturing concerns such as canners who have operations only during the summer and seasonal dwellings such as cottages used for vacations. (G) 

Seaworthiness.

The reasonable fitness of the vessel in all respects to encounter the ordinary perils of the seas. This is an implied warranty. Cargo policies waive breach of this except where the insured is privy to unseaworthiness. (Gen)

Secondary Market 

The secondary market is populated by buyers willing to pay what they determine to be fair market value. (G)

Securities. 

Evidences of a debt or of ownership, as stocks, bonds, and checks. (G) 

Seizure.

Every act of taking forcible possession, either by lawful authority or by overpowering force. (Gen)

Selection. 

The choosing by an underwriter of risks acceptable to an insurer. (G)
Selection of Risk. 

See Selection. (G) 

Self-Insurance. 

Making financial preparations to meet pure risks by appropriating sufficient funds in advance to meet estimated losses, including enough to cover possible losses in excess of those estimated. Few organizations are large or dispersed enough to make this a sound alternative to insurance. (G) 

Self-Insured Retention (SIR). 

That portion of a risk or potential loss assumed by an insured. It may be in the form of a deductible, self-insurance, or no insurance. (G) 

Sentimental Damage.

Fear of loss as if peril feared had been in direct operation. This is not recoverable under marine insurance contracts. (Gen)

Sentimental Value.

The value that an individual attaches to property based on hi s feelings of emotion and affection and not monetary values. Such values cannot be expressed in financial terms and hence cannot be insured. (Gen)

Service Provider.
The authorized and licensed person or health facility, under the regulations in force, to provide medical services in the Kingdom such as a hospital, a diagnostic center, a clinic, a pharmacy, a laboratory, a physiotherapy or a radiotherapy center. (H)
Service Providers Network. 

A group of health service providers authorized by the Cooperative Health Insurance Council and designated by the insurance company for providing services to the employer / policy holder by debiting. Cost directly to insurance -company account upon furnishing a valid insurance card for the insured. Such network shall include the following three health car categories:- 
I. The First level of Health services provision ‘Primary Health Care’
II. The Second level of Health services provision ‘General Hospital’
III. The Third level of Health services provision ‘Specialist or Referral Hospitals’. (H)
Settlement. 

Usually, a policy benefit or claim payment. It connotes an agreement between both parties to the policy contract as to the amount and method of payment. (G) 

Shock Loss. 

A catastrophic loss so large that it has a material effect on the underwriting results of a company. (G) 

Short Delivery.

The quantity of cargo delivered is less than the bill of lading quantity. (Gen)

Short Period.

An insurance for a period shorter than 12 months. The premium charged is as per Short period scales – always higher than the Pro-rata premium. (G)

Short Rate (Period) Cancellation. 

A cancellation procedure in which the premium returned to the insured is not in direct proportion to the number of days remaining in the policy period. In effect, the insured has paid more for each day of coverage than if the policy had remained in force for the full term. Contrast with Pro Rata Cancellation. (G/H) 

Short Rate Premium. 

The premium required for issuing a policy for a period less than its normal term. (G/H) 

Short Tail.

Insurance business where it is known that the claims will generally be notified and settled quickly, unlike liability claims which may take years (Long-tail), awaiting court ruling. (G)

Short-Term Policy. 

A policy written for a period of less time than is normal for that type of policy. (G) 

Shut Out Cargo.

It relates to cargo which arrives late for vessel at a loading port or else the goods are not loaded because the vessel has a full cargo load. (Gen)

Single Limit. 

Any insurance coverage which is expressed as a single amount of insurance, or a single limit of liability. Contrast with Split Limit. (G) 

Sinking.

To descend to the bottom of the sea; submerge; to descend beneath a surface – surface of water. To be ‘sunk’ the vessel must have been effectively sunk. If she could have been further immersed, she is not sunk. (Gen)
Sliding Scale Commission 
A ceding commission which varies inversely with the loss ratio under the reinsurance agreement. The scales are not always one to one: for example, as the loss ratio decreases by 1%, the ceding commission might increase only 5%. (RI)
Sling Loss.

The loss caused to cargo due to throwing of the cargo on board the vessel. (Gen)

Slip. 

A paper submitted by a broker to the underwriters at Lloyd's of London which identifies syndicates accepting the risk and notes the extent of their participation. (G/RI) 

Sole Proprietorship. 

A business enterprise owned by one person who is its manager and employee. (G) 

Solicitor. 

An individual appointed and authorized by an agent to solicit and receive applications for insurance as his representative. Solicitors are not usually given the power to bind coverage but are required to be licensed. (G) 

Solvency. 

With regard to insurers, having sufficient assets (capital, surplus, reserves) and being able to satisfy financial requirements (investments, annual reports, examinations) to be eligible to transact insurance business and meet liabilities. (G) 

Sound Value.

Value of the insured property immediately before the damage. (Gen)

Special Acceptance 
The facultative extension of a reinsurance treaty to embrace a risk not automatically included within its terms. (RI)
Specialist/Composite Insurance Company.


A specialist insurance company (either mutual or proprietary) is, as its name implies one that specialises in a particular class of business. A composite company on the other hand is one that deals with all, or certainly the majority of classes of business. (G)
Specie.

Metal in form of minted pieces. Specie is a commodity metal backing money; historically specie was gold or silver. (Gen)

Speculative Risk. 

Uncertainty as to whether a gain or loss will occur. An example would be a business enterprise where there is a chance that the business will make money or lose it. Speculative risks are not normally insurable. Contrast with Pure Risk. (G) 

Split Limit. 

Any insurance coverage which is expressed in different amounts for different types of losses. For example, automobile liability of 50/100/50 means bodily injury limits of SR 50,000 per person, SR 100,000 per accident, and a property damage limit of SR 50,000 per accident. Contrast with Single Limit. (G) 

Spontaneous Combustion. 

Ignition resulting from internal heating which takes place due to chemical reaction to certain substances when stocked or stored in bulk. Heat is generated by combination of the substances with the atmospheric oxygen (E.G. vegetable oils, oil seeds, coal, and cotton) or by the action of the microorganisms or by the reaction with water or some substance or by decomposition. (Gen) 

Spread Loss 
A form of reinsurance under which premiums are paid during good years to build up a fund from which losses are recovered in bad years. This reinsurance has the effect of stabilizing a cedant’s loss ratio over an extended period of time. (RI)
Sprinkler Leakage Cover

Property Insurance — Coverage of damage to a building or contents caused by leakage or discharge from an automatic sprinkler system, or caused by the fall or collapse of tanks that are part of the system. (Gen)

Standard Policy. 

(1) Coverage which has identical provisions regardless of the issuing insurer. Many common policies are standardized. 
(2) Insurance issued to a standard risk. (G) 

Standard Turnover.

Business interruption term meaning the turnover during the 12 months immediately before the date of material damage. (Gen)

Standing Charges.

Business interruption term describing the ongoing costs i.e. fixed costs or costs that do not decrease proportionately with turnover. They must e paid by the business notwithstanding the curtailment of its trading activity. Some of these expenses are: rent, salary/ wages to the employees, electricity and water charges. (Gen)

Statutory. 

Required by or having to do with law or statute. (G) 

Statutory Accounting Principals (SAP). 

Those principals required by statute which must be followed by an insurance company when submitting its financial statement to the state insurance department. Such principles differ from generally accepted accounting principles (GAAP) in some important respects. (G) 

Statutory Reserve. 

A reserve, either specific or general, required by law. (G) 

Stock Insurer. 

An incorporated insurer with capital contributed by stockholders, to whom the earnings are distributed as dividends on their shares. Contrast with Mutual Insurer. (G) 

Stop Loss. 

(1) Any provision in a policy designed to cut off an insurer's losses at a given point. In effect, a stop loss agreement guarantees the loss ratio of the insurer.
(2) A form of reinsurance under which the reinsurer pays some or all of a cedant’s aggregate retained losses in excess of a predetermined dollar amount or in excess of a percentage of premium. (G) 

Storm.
Any disturbed state of an atmosphere, especially affecting its surface & strongly implying severe weather. It may be marked by strong wind, thunder & lightning (Thunder storm), heavy precipitation such as Ice Storm or wind transporting some substance through the atmosphere as in a Dust Storm, Snow Storm, and Hail Storm etc. Storms are created when a center of low pressure develops with a system of high pressure surrounding it. Small localized areas of low pressure can form from hot air rising off hot ground resulting in smaller disturbances such as dust devils & whirlwinds. (Gen)
Stranding.

Occurs where a vessel takes the ground in an unusual manner and remains hard and fast for an appreciable length of time owing to some extraneous and accidental cause and not in the ordinary course of navigation. (Gen)

Strike.

Strike action, often simply called a strike, is a work stoppage caused by the mass refusal by the employees to perform work. A strike usually takes place in response to employee grievances. Most strikes are undertaken by labour unions during collective bargaining. (Gen)

Subject Matter of Insurance.

Property, person, liability or interest covered by an insurance policy. (G)

Subject Premium 
A cedant’s premiums (written or earned) to which the reinsurance premium rate is applied to calculate the reinsurance premium. Often, subject premium is gross/net written premium income (GNWPI) or gross/net earned premium income (GNEPI), where the term “gross/net” means gross before deducting reinsurance premiums for the reinsurance agreement under consideration, but net after all other adjustments, e.g., cancellations, refunds, or other reinsurance. Normally, subject premium refers to premium on subject business. Also known as base premium. (RI)
Sub-limit. 

Any limit of insurance which exists within another limit. For example, special classes of property may be subject to a specified SR limit per occurrence, even though the policy has a higher overall limit; a health insurance policy may limit certain benefits to fixed dollar amounts or maximum amounts per day, even though the overall coverage limit is higher. (G) 

Submitted Business. 

Applications for insurance submitted to an insurer but not yet acted upon by it. (G) 

Subrogation

The right of an insurer which has paid a claim under a policy to step into the shoes of the insured so as to exercise in his name all rights he might have with regard to the recovery of the loss which was the subject of the relevant claim paid under the policy up to the amount of that paid claim. The insurer’s subrogation rights may be qualified in the policy.

In the context of insurance subrogation is a feature of the principle of indemnity and therefore only applies to contracts of indemnity so that it does not apply to life assurance or personal accident policies. It is intended to prevent an insured recovering more than the indemnity he receives under his insurance (where that represents the full amount of his loss) and enables his insurer to recover or reduce its loss.  (G)
Subrogation Clause. 

A clause giving an insurer the right to pursue any course of action, in its own name or the name of a policy owner, against a third party who is liable for a loss which has been paid by the insurer. One of its purposes is to make sure that an insured does not make any profit from his insurance. This clause prevents him from collecting from both his insurer and a third party. It is never part of a Protection & savings Insurance policy. (G) 

Subrogation Release. 

A release taken by an insurer upon indemnifying an insured. It contains a provision specifying that the insurer will be subrogated to the rights of recovery that the insured has against any person responsible for the loss. (G) 

Subscription Policy. 

A policy to which two or more insurers may subscribe, indicating in the policy the share of the risk to be borne by each insurer. (G) 

Subsidence
Subsidence is the motion of a surface (usually, the Earth's surface) as it shifts downward relative to a datum. Also see Land Subsidence. (Gen)
Substandard Risk. 

A risk not measuring up to underwriting standards. It may still be written but usually at a surcharged premium. (G/H/LI) 

Substitute Indemnity Basis. 

Method followed to reimburse the Policyholder in respect of eligible reimbursable expenses incurred by the insured person and for which claim is submitted after application of the deductible and / or co-insurance. (H)
Subterranean Fire.
Fire caused beneath the surface of the earth. (Gen)

Sue & Labour Charges.

These are charges incurred before destination to avoid or minimize loss payable under the policy. For example, expenses on reconditioning goods at an intermediate port incurred after an insured peril has operated. Under marine policies these expenses are payable in addition to the loss payable under the policy. (Gen)

Suicide Clause.
Generally, a suicide clause in a regular life insurance policy provides for voiding the contract of insurance if the life insured commits suicide within two years of the date of issue of the coverage. (LI)
Sum insured

The maximum amount that an insurer will pay under a contract of insurance. The expression is usually used in the context of property and life insurance where (subject to the premium cost) the insured determines the amount of cover to be purchased. (G)
Sunrise clause

A clause that provides retroactive cover in respect of losses occurring before the inception of a (re) insurance contract. (Gen/RI)
Sunset clause

A clause which restricts cover to claims notified during the period from the inception of a (re) insurance contract to a specified date after the expiry of that contract. (Gen/RI)
Surplus. 

The amount by which assets exceed liabilities. Statutory surplus is an insurer’s or reinsurer’s capital as determined under statutory accounting rules. Surplus determines an insurer’s or reinsurer’s capacity to write business. (G)
Surplus Distribution. 

Method by which profit of insurance and reinsurance companies is distributed among shareholders and policyholders. (G)
Surplus Lines. 

A risk or a part of a risk for which there is no market available through the original broker or agent in its jurisdiction. Therefore, it is placed with non-admitted insurers on an unregulated basis, in accordance with the surplus or excess lines provisions of the state law. (G)

Surplus Share 
A form of proportional reinsurance where the reinsurer assumes pro rata responsibility for only that portion of any risk which exceeds the company’s established retentions. (RI)
Surplus to Policyholders. 

See Policyholder's Surplus. (G)
Surplus treaty or surplus lines treaty

A type of reinsurance under which bands of cover known as lines are granted above a given retention which is referred to as the cedant’s line.  Each line is of equivalent size and the capacity of the treaty is expressed as a multiple of the cedant’s line so that with a retention of SR 2 million, a three line treaty would provide reinsurance cover of SR 6 million (SR 2 million X 3) excess of SR 2 million. The reinsurer receives an equivalent proportion of the full risk premium.  
A surplus treaty is a form of proportional reinsurance. (RI)
Surrender

The termination of a Protection & Savings insurance policy while the life assured is still alive in return for a cash sum. (LI)
Surrender Value.

The cash due when a person terminates his Protection & Savings policy before maturity. (LI)
Surrender Charge 

Fee charged to a policyholder when a Protection & Savings insurance policy or annuity is surrendered for its cash value. This fee reflects expenses the insurance company incurs by placing the policy on its books, and subsequent administrative expenses. (LI)

Surrender Period 

A set amount of time during which you have to keep the majority of your money in an annuity contract. Most surrender periods last from five to 10 years. Most contracts will allow you to take out at least 10% a year of the accumulated value of the account, even during the surrender period. If you take out more than that 10%, you will have to pay a surrender charge on the amount that you have withdrawn above that 10%. (LI) 

Survey Fees.

Fees charged by the Surveyors in surveying & assessing the loss. (Gen)

Sweat Damage.

Damage to cargo caused by water condensing from humid air inside a container or the hold of the ship due to fall in outside temperature. (Gen)

Sympathetic Damage.

Where damaged cargo taints other cargo, the resultant loss is known as sympathetic damage. If the original damage is occasioned by an insured peril without any intervening cause then the sympathetic damage is covered under the marine policy. Goods liable to cause this type of damage include hides and skins, certain cheeses, guano and carbon disulphide. (Gen)

Syndicate. 

A group of insurers or underwriters who join to insure property that may be of such total value or high hazard that it can be covered more safely or efficiently on a cooperative basis. See also Pool. (G)


Tabular. 

Of or pertaining to a table. Tabular cost is the cost of mortality, morbidity, or other claims, according to the valuation tables and assumptions used by the insurer. (G)
Tabular Plan. 

A retrospective rating plan, which uses tables to furnish the various values for the rating formula. (G)
Tail.

A period beyond the expiry of an insurer’s liability policy during which the insurer remains liable for losses that occurred during the policy period. (Gen)

Taint Damage.

Damage to cargo resulting from stowage close to other cargo that has adversely affected the same. (Gen)

Target Risk. 

(1) Certain high-value bridges, tunnels, and fine art collections that are excluded from an automatic reinsurance contract to permit specific handling of the capacity problem and to release the reinsurer from the potential heavy accumulation of liability on any one risk. 
(2) A large, hazardous risk on which insurance is difficult to place. 
(3) A large, attractive risk that is considered a target for competing insurance companies. (Gen/RI) 

Tariff Rate. 

A rate established by a rating organization, which comes from the tables, schedules and rules found in the tariff of rates. (Gen/LI) 

Technical Provisions (Reserves). 

Insurance liabilities, i.e. the value set aside to cover expected losses arising on a book of insurance policies and its financial obligations. (G)
Temporary Disablement.

The insured’s inability to continue to work/ be gainfully employed for a period following accidental injury (or sickness). Most Personal Accident policies offer weekly benefit for the duration of the disablement upto a maximum period. (Gen)

Term. 

(1) The period of time for which a policy or bond is issued.
(2) Also means policy conditions. (G) 

Term Life Insurance 

Protection & Savings insurance that provides protection for a specified period of time. Common policy periods are one year, five years, 10 years or until the insured reaches age 65 or 70. The policy doesn't build up any of the non-forfeiture values associated with whole life policies. (LI)

Term Rule. 

The provision in a rating manual which states the periods for which coverages run, and discounts, if any, which apply to the rates or premiums of policies issued for more than one year. (G) 

Termination. 

The time the coverage under an insurance policy ends, either because its term has expired or because it has been cancelled by either party. (G) 

Territorial Limitation. 

See Geographical Limitation. (G) 

Terrorism

Terrorism is a term used to describe unlawful violence or other unlawful harmful acts committed (or threatened) against civilians by groups or persons for political or other ideological goals. Most definitions of terrorism include only those acts which are intended to create fear or ‘TERROR’, are perpetrated for an ideological goal (as opposed to a lone attack), and deliberately target non-combatants. As a form of unconventional warfare, terrorism is sometimes used when attempting to force political change by convincing a government or population to agree to demands to avoid future harm, destabilisation of an existing government, motivating a disgruntled population to join an uprising, escalating a conflict in the hopes of disrupting the status quo, expressing a grievance, or drawing attention to a cause. (Gen)

Tertiary Beneficiary.

Tertiary beneficiary is the third in line for the death benefits in the event of both primary and contingent beneficiaries are dead. See also Beneficiary. (LI)
Theft. 

Any person who takes property belonging to another, with the intention of keeping it, is guilty of theft. Many insurers feel this definition is too wide and therefore only insure: Theft following forcible and violent entry to or exit from the premises. The essential difference is that for a claim to be successful somebody must break into or out of the premises to cause the loss. (G) 

Theft Insurance.

The policy covers all loss or damage arising from theft, with theft being defined in the policy. The usual definition is

Theft following forcible and violent entry to or exit from the premises.

The definition can vary but the phrase forcible and violent is consistent. It means that the thief must use force and violence to enter the premises, the intention being, that there must be a breakdown of the building defences. (Gen)
Theory of Probability. 

The mathematical principle upon which insurance is based. See also Degree of Risk, Law or Large Numbers, Odds, and Probability. (G) 

Third Party Beneficiary. 

A person who is not a party to a contract but who has legally enforceable rights under the contract. It might be a Protection & Savings Insurance beneficiary, or a mortgagee. (Gen/LI) 

Third Party Liability

The liability that an insured has to a third party. (G)
Thunder Storm.
A type of storm that generates lightning and the attendant thunder. It is normally accompanied by heavy precipitation. Individual storm clouds can measure 2-10kms across. (Gen)

Time Limits. 

The limits of time within which notice of a claim and proof of a loss must be submitted. (G/H/LI) 

Tornado.
A tornado is a violent, destructive wind storm occurring on land. Usually its appearance is that of a dark, funnel shaped cyclone. Often tornadoes are preceded by a thunder storm & a wall cloud. They are called the most destructive of forms. While they form all over the world, the American Midwest is the most prone area, especially Oklahoma & Kansas. (Gen)

Tort 

A private wrong, independent of contract and committed against an individual, which gives rise to a legal liability and is adjudicated in a civil court. A tort can be either intentional or unintentional, and liability insurance is mainly purchased to cover unintentional torts. (G)

Tortfeasor.

The person who commits a tort. (Gen)

Total Loss. 

A loss of sufficient size so that it can be said there is nothing left of value. The complete destruction of the property. The term is also used to mean a loss requiring the maximum amount a policy will pay. (G) 

Tramps.

Cargo ships operating in all parts of the world without a fixed route and sailing schedule in search of primarily bulk cargo carried generally in ship loads. (Gen)

Transacting Insurance. 

The solicitation, inducement, and preliminary negotiations effecting a contract of insurance and the subsequent carrying on of business pertaining to it. The exact definition will vary somewhat according to the state laws regulating insurance. (G) 

Transfer of Risk. 

Shifting all or part of a risk to another party. Insurance is the most common method of risk transfer, but other devices, such as hold harmless agreements, also transfer risk. One of the four major risk management techniques. See Risk Management. (G) 

Transhipment.

Transfer of goods from one vessel or conveyance to another during transit. (Gen)

Traumatic Injury. 

An injury to a person's physical body caused by an outside source, as distinct from physical disability caused by sickness or disease. (Gen/H) 

Treatment in Out- Patient Clinics.
The frequent calling - by an insured person - on out-patient clinics for the purposes of diagnosis or medical treatment of a disease. (H)
Treaty 
A general reinsurance agreement which is obligatory between the ceding company and the reinsurer containing the contractual terms applying to the reinsurance of some class or classes of business, in contrast to a reinsurance agreement covering an individual risk. (RI)
Trespass.

A tort committed with ‘force and violence’ on the person, property or rights of another. (Gen)

Tropical Cyclone.

A storm system with a closed circulation around a center of low pressure, fueled by the heat released when moist air raises & condenses. The name underscores their origin in tropics & their cyclonic nature. They form in the oceans if the conditions in the area are favourable & depending on their strength & location they are called such as tropical depression, tropical storm, hurricane & typhoon. Tropical cyclones can produce extremely high winds, tornadoes, torrential rain (leading to mudslides & flash floods) & drive storm surge onto coastal areas. Though the effects on populations & ships can be catastrophic, tropical cyclones have been known to relieve drought conditions. (Gen)
Trustee. 

A person appointed to manage the property of another. (Gen/LI) 

Turnover.

The monetary value of sales in a period of time. The figure is used to measure the exposure in a liability (especially product liability) policy. (Gen)



Uberrima fides

Latin for utmost good faith. (G)
Ullage.

Loss of liquid, also called trade loss, when shipped in bulk or in casks, and occurring during voyage a result of shrinkage or evaporation, not payable under a policy. 

Ultimate Net Loss. 

The total sum that the insured or any company as its insurer or both become legally obligated to pay either through adjudication or compromise, including among others, legal, medical, and investigative costs. (G) 

Ultra Vires.

A Latin phrase that literally means ‘beyond the power’. An action outside the proper authority of a corporation or a director or an officer for which they may be liable. (Gen)

Umpire. 

For Property coverage, if a company and a claimant fail to agree on the amount of loss, each may appoint an appraiser, and these in turn select an umpire. A decision by any two of the three is binding. (Gen/LI) 

Unallocated Claim (or Loss) Expense. 

Expenses of loss adjustment that cannot be charged specifically to any claim. Examples would be Claim Department salaries and office overhead. (G) 

Unauthorized Insurer. 

See Non-admitted Insurer. (G) 

Underinsurance. 

A condition in which not enough insurance is carried to cover the insurable value. (G) 

Underwriter. 

A technician trained in evaluating risks and determining rates and coverages for them. The term derives from the practice at Lloyd's of each person willing to accept a portion of the risk writing his name under the description of the risk. (G) 

Underwriting. 

The process of selecting risks and classifying them according to their degrees of insurability so that the appropriate rates may be assigned. The process also includes rejection of those risks that do not qualify. (G) 

Underwriting capacity

Depending on the context this term may refer to: 

(a)  a member’s (Lloyd’s) allocated capacity 

(b) syndicate (Lloyd’s) allocated capacity, with or without the addition of cover from qualifying quota share reinsurance;

(c) the total underwriting capacity of all syndicates (Lloyd’s) combined, with or without the addition of cover from qualifying quota share reinsurance; or

(d) the underwriting capacity of an insurance company or a reinsurance company. (G)

Underwriting Guide 

Details the underwriting practices of an insurance company and provides specific guidance as to how underwriters should analyze all of the various types of applicants they might encounter. Also called an underwriting manual, underwriting guidelines, or manual of underwriting policy. (G)
Underwriting Profit (or Loss). 

(1) The profit or loss realized from insurance operations, as contrasted with that realized from investments. 
(2) The excess of premiums over losses and expenses (profit) or the excesses of losses over premiums (loss). (G) 

Unearned Premium. 

That portion of the written premium applicable to the unexpired or unused part of the period for which the premium has been paid. Thus, in the case of an annual premium, at the end of the first month of the premium period eleven-twelfths of the premium is unearned. (G) 

Unearned Premium Reserve. 

The amount shown in the insurance company's balance sheet which represents the approximate total of the premiums which have not yet been earned as of a specific point in time. Unearned Premium Reserves, as per the Implementing Insurance Regulations Article 69, shall represent the unearned portion of gross premiums at the time of valuation and shall be calculated according to the following:

1. Last three months for marine transport.

2. 365 days pro rata calculations for all other classes of insurance or 40% of gross premiums.

 See also Unearned Premium. (G) 

Un-enforceable Contract.

A contract defective only in the sense that it cannot be enforced by direct legal action. The contract is otherwise valid and subsisting. (Gen)

Uniform Forms. 

The wording on many policy documents has been agreed upon by most companies and standardized. They are printed and distributed by rating bureaus and by certain well-known establishments and are called standard or uniform forms. (G) 

Unilateral Contract. 

A contract such as an insurance policy in which only one part to the contract, the insurer, makes any enforceable promise. The insured does not make a promise but pays a premium, which constitutes his part of the consideration which is fulfilled. (G) 

Uninsurable Risk.

Risk that cannot be insured because an essential condition is absent. It may lack insurable interest, defy quantification, create excessive cost, be speculative in nature, be contrary to public policy. (G)

Un-named Perils. 

These are perils not mentioned in the policy. If the cause of loss is an unnamed peril, it is not covered. The fire policy does not mention the peril of theft. It is therefore neither an insured nor an excluded peril but simply an unnamed peril. (G)

Unpaid and Expense Claims Reserves 
Shall be determined as a total value of all outstanding claims and related expenses for each class of insurance business. (G)
Unreported Claims. 

A reserve, based on estimates, to set up claims that have occurred but have not yet been reported to the insurer as of the time when either the policy has expired or the insurer is preparing its annual statement. See also IBNR. (G) 

Usurped Power.

A) Invasion by foreign enemies to give laws and usurp the government; B) Internal armed force in rebellion assuming the power of government by making laws and punishing for not obeying those laws. Usurped power involves organized tumult or open warfare and must be something more than action by a mere unorganized rabble; it implies more or less organized body with more or less authoritative leaders. (Gen)

Usual, Customary and Reasonable Fees 

An amount customarily charged for or covered for similar services and supplies which are medically necessary, recommended by a doctor or required for treatment. (H)

Utilization 

How much a covered group uses a particular health plan or program. (H)

Utmost good faith

Contracts of insurance and reinsurance are contracts of utmost good faith. In the event that either party fails to observe utmost good faith towards the other in regard to the negotiation of cover then the other party may avoid the contract. The duty of utmost good faith requires each party to inform the other all material facts during the negotiation of the placement, renewal or alteration of cover.      
An insured has a separate duty of good faith when making a claim under an insurance policy (G)


Valuation. 

(1) Estimation of the value of an item, usually by appraisal.
(2) A calculation of the policy reserve in Protection & Savings Insurance. Also, a mathematical analysis of the financial condition of a pension plan. (G/LI)
Valuation Clause. 

A clause stating the value of items for insurance purposes, making it a valued policy. (G) 

Valuation Reserve. 

A reserve against the contingency that the valuation of assets, particularly investments, may be higher than what can be actually realized or that a liability may turn out to be greater than the valuation placed on it. (G) 

Value.

The worth of something in money terms. (G)

Valued. 

Relating to an agreement by an insurer to pay a specified amount of money to or on behalf of the insured upon occurrence of a defined loss. (G) 

Variable Universal Protection & Savings Insurance 

A combination of the features of variable Protection & Savings insurance and universal Protection & Savings insurance under the same contract. Benefits are variable based on the value of underlying equity investments, and premiums and benefits are adjustable at the option of the policyholder. (LI)

Vendee. 

A person who purchases property. (G) 

Vendor. 

A person who sells property. (G) 

Vested Commissions. 

Commissions on renewal business which are paid to the agent whether or not he or she still works for the insurance company with which the business is placed. (G) 

Vicarious Liability.

Employer’s liability towards third parties for the acts of his servants. (Gen)

Vis Major. 

An accident for which no one is responsible, an act of God. (G) 

Void Contract.

Without legal effect. All fraudulent contracts are void. Insurances without insurable interest are wagering contract and hence void. (G)

Voidable Contract. 

A policy contract that can be made void at the option of one or more of the parties to it. An example would be a Property Insurance policy which is voidable by the insurer if the insured commits certain acts. (G) 

Voluntary Excess.

Excess is the first part of each and every claim that you are required to pay. Voluntary excess is an excess that an insured chooses to have and for which a discount in the annual premium is given. Out of every claim made, the Insured will have to necessarily bear this voluntary Excess component in addition to any compulsory excess amount if any.(Gen)
Voluntary Reserve. 

An allocation of surplus not required by law. Such reserves are often accumulated by insurers in order to strengthen their financial structure. (G) 

Voyage Policy.
Marine Policy, usually covering individual consignments, covering the cargo from a port of dispatch to a port of destination irrespective of any time limit. (Gen)



Wagering Policy.

A policy effected without proper insurable interest is a wager. (G)
Waiting Period. 

A period of time when you are not covered by insurance for a particular problem.
Example: Sometimes, after a policy of insurance is taken there may be a waiting period before the policy is in force or begins. If an accident happens within this waiting period, the customer may not be covered for a loss.
Waiver. 

(1) A rider waiving (excluding) liability for a stated cause of injury or sickness. 
(2) A provision or rider agreeing to waive premium payments during a period of disability of the insured. 
(3) The act of giving up or surrendering a right or privilege that is known to exist. In Property and Liability fields, it may be effected by an agent, adjuster, company, employee, or company official, and it can be done either orally or in writing. (G/H/LI)

Waiver of Premium 

A provision in some insurance contracts which enables an insurance company to waive the collection of premiums while keeping the policy in force if the policyholder becomes unable to work because of an accident or injury. The waiver of premium for disability remains in effect as long as the ensured is disabled. (LI)

Waiver of Restoration Premium. 

1) An agreement or decision to forego any premium for reinstatement of the face amount of coverage under an insurance policy after it has been reduced by the amount of a loss payment. (2) A provision, especially in bonds, for automatic restoration of the full amount of protection without cost to the insured. (G) 

War.

Armed conflict of states in which each seeks to impose its will upon the other by military force. It is not a blind struggle between mobs of individuals without any guidance or coherence. (G)

War Risk Insurance. 

Insurance covering damage caused by war. Most often written by Ocean Marine Insurance companies covering vessels. (G) 

Warehouse to Warehouse Clause.

Clause within the Duration Clause of the Institute cargo Clauses providing that the cover attaches when the cargo leaves the warehouse of the consignor and ends on delivery of the consignment at the warehouse of the consignee at the final destination named in the policy or at any other warehouse elected by the insured or on completion of 60 days after discharge overside at the final destination. (Gen)

Warranted Free from Particular Average.

Marine insurance term applied whenever the policy does not cover partial losses. (Gen)

Warranty.
Where insured or reassured promises that something will or will not be done during the period of cover or that a particular state of affairs exists or does not exist at the inception of cover. If the promise is untrue or is not kept then the insurer/reinsurer may disclaim all liability under the policy from the date of the breach, regardless as to whether the false declaration was material to the underwriting of the contract or causative of any loss. (G)         
Warsaw Convention, 1929. 

An international agreement setting limits of liability on international flights with respect to payments for bodily injury and death as well as baggage of the passengers. Most of the countries have contracted out of the limits for injury. (G) 

We/Us/Our. 

These words are used to refer to the insurer in many of the modernized/personalized policy forms recently introduced. (G) 

Wear and tear

The amount deducted from a claims payment in recognition of the depreciation of the property insured through usage of it over time. Where cover is provided on a ‘new for old basis’ i.e. where the insurer agrees to replace an old item with a similar new one, no such deduction is made. (G)
Will.
This is a legal document detailing how you want your assets to be distributed upon your death. You may also stipulate how you wish to be buried or who you would like to take care of any surviving dependent family members. (G)
With Profits Policy.

Whole Protection & Savings Policies and Endowment Policies that attract bonuses representing a share in the profits. The bonuses are declared  each year and become a guaranteed addition to the sum insured at death or maturity. (LI)

Without Prejudice.

Phrase used during the negotiations of claim settlements indicating that the liability is not admitted. All such correspondences to the insured, till the liability is admitted, are duly marked with the phrase ‘Without Prejudice’. Statements and offers made ‘Without Prejudice’ cannot subsequently be used in evidence at court proceedings. (G)

Whole Protection & Savings Insurance.

Unlike Protection Insurance, which covers the policy holder until a specified age limit, a traditional Whole Protection & Savings Insurance never runs out – provides protection for the entire lifetime of the Insured. Upon the inevitable death of the policy holder, the insurance payout is made to the beneficiary. These policies also build cash value which the policy holder can borrow against or is entitled to in the event of policy surrender. These policies are useful for an individual who wishes to lock in into level premium. (LI)
Whole Riyal Premium. 

In many insurance contracts today, the premiums are rounded to the nearest Riyal, rather than carrying them out to the nearest halalah/decimal. An amount 51 halalahs or more is usually rounded up to the next Riyal, and any halalahs amount less than that is dropped. (G) 

Willful Injury. 

See Intentional Injury. (G) 

Work Away Risk.

Describes a public liability risk where the main hazards stem from the work undertaken by the insured on third party premises. Electricians, plumbers etc. install, repair and carry out maintenance on the premises of others. (Gen)

Workmen’s Compensation Insurance.

Workmen’s compensation provides a schedule of benefits, decided by the Labour laws that the employer must pay to an employee injured at work. Liability is not an issue and compensation is limited to the amount detailed in the schedule of benefits. (Gen)
Working Layer 
The first layer above the cedant’s retention wherein moderate to heavy loss activity is expected by the cedant and reinsurer. Working layer reinsurance agreements often include adjustable features to reflect actual underwriting results. (RI)
Write. 

To insure, to underwrite, or to accept an application. (G) 

Written Premiums. 

The total premiums on all policies written by an insurer during a specified period of time, regardless of what portions have been earned. Contrast with Earned Premium. (G) 



York-Antwerp Rules.

Revised in 1974, a set of rules incorporated in contracts of affeightment and adopted by leading maritime nations, to govern the methods of applying general average. The 1994 amendment provides that in certain circumstances measures taken to prevent or minimize damage to the environment by pollutants (e.g. oils spills) will be allowed in general average. (Gen)
