Chapter 1:  Introduction to Insurance Principles and Concepts

I. The Role of Insurance

A. The need for economic certainty and security

B. Insurance as a practical solution

C. Insurance concepts and principles

1. Life insurance

2. Health insurance

3. Risk

a. Avoidance

b. Retention

c. Transfer

d. Sharing

e. Reduction 

4. Measuring risk

5. Hazard

a. Direct loss

b. Indirect loss

6. Perils

7. Economic Loss

a. Direct loss

b. Indirect loss

8. Law of large numbers

9. Other methods of managing risk

D. Rate Making (Premium) Concepts

1. Types of rates

a. Manual rates

b. Class rates

c. Individual rates

2. Rating bureaus

3. Independent filings

4. Adverse selection

5. Insurable interest

6. Elements of insurance risks

a. Economic feasibility

b. Calculation of probability

c. Sufficiently large numbers

d. Definite and measurable

e. Fortuitous and accidental

f. Less than Catastrophic

E. Types of Insurers

1. Domestic insurance company

2. Foreign insurance company

3. Alien insurance company

4. Stock insurance company

5. Mutual insurance company

6. Reciprocals

7. Fraternal insurers

8. Private vs. government insurers

9. Authorized insurance company

10. Unauthorized insurance company

11. Surplus lines company

12. Purchasing group 

13. Risk retention group

14. Lloyd’s of London

F. Insurance as a Legal contract

1. Elements of a legal contract

a. Offer and acceptance

b. Competent parties
c. Legal object or purpose

d. Consideration

2. Other contract features

a. Aleatory contracts

b. Contracts of adhesion

c. Utmost good faith

d. Executory contracts

e. Unilateral contract

f. Conditional contract

g. Personal contract

h. Indemnity

3. Insurance contract and the courts

4. Legal principles applicable to insurance contracts

a. Waiver

b. Estoppel

c. Comparison of waiver and estoppel

d. Parole evidence rule 

