Chapter eleven:  Application,  Underwriting,  and Policy Delivery
1. Underwriting  - The analysis of information pertaining to an applicant that was obtained from various sources an the determination of whether the insurance should be a) issued as requested b) offered at higher premium or c) declined.
2. Fair Credit – Each insurer and its producers are obligated to satisfy the terms of the federal Fair Credit Reporting Act with regard to information obtained concerning the applicant acquired from a third party. 
3. Criteria – There are several factors evaluated by an underwriting department which affect the health risk which include the following:  age, sex, health, physical build, occupation, personal habits and financial status.  
4. Conditional Receipt – A receipt given for the payment of the initial premium (accompanying the application) that makes coverage effective under the contract if the risk is approved as applied for,  subject to the other conditions set forth in the receipt.  
5. Agreement – Agreement must exist between the parties (insured and insurer) based on an offer made by one of the parties and an acceptance of that offer by the other party.  Both parties must agree to the terms of the contract.  
6. Consideration – One of the elements of a valid contract.  The premium and the statements made by the prospective insured in the application are construed as the insured’s consideration.  The insurance company’s consideration is its promise to pay a valid claim.  
7. Legal Capacity – The parties to the contract must be legally capable of entering into a contract.  All individuals are considered to be legally capable except for minors, insane individuals, person who are intoxicated or under the influence of narcotics, persons under duress or forced to enter into a contract, and enemy aliens.  
8. Insurable interest – Substantial economic interest of the beneficiary in the insured due to blood relationship, marriage, or economic dependence.  
9. Warranties and Representing – Most state laws specify that all statements by the applicant in the application (or to the medical examiner)  are considered (in the absence of fraud) to be representations and not warranties.  A warranty must be literally true.  A breach of warranty may be sufficient to void the policy whether the warranty is material or not and whether such breach of warranty had contributed to the loss.  A representation need only to be substantially true.  Generally,  a representation is considered to be fraudulent if it relates to a situation that would be material to the risk and that the applicant make with fraudulent intent.
10. Claims – An insured and insurer have various right and duties when a loss occurs.  For example,  an insured must provide written notice of claim to the insurer within a specified number of days of the loss.  Then the insured must file a claim and thus the insurer follows through with his obligations.   
11. Reinsurance – The underwriting by one insurance company (called the rein surer) of part or all of an individual risk written by another insurance company.  
12. Self-insurance -  A self-insurer does not transfer his risk to an outside (commercial) insurer.  He generally establishes reserves to cover anticipated losses.  Some businesses establish retention programs with excess insurance in order to protect against the impact of large and catastrophic losses.  Self-insurance may be contrasted with no insurance.  A self-insurer set aside reserves in order to meet anticipated losses.  Someone who carries no insurance is simply assuming or retaining the entire risk of loss. 
13. Accidental means  - An unforeseen, unexpected, unintended cause of an accident that results in an injury.  The cause of the action and the result must not be intentional or there will be no coverage.  
