
Principles and Practice of Insurance 

Unit –I :  

Introduction, Purpose and Need of Insurance, Insurance as a social security tool; 

Insurance and economic development, Theories of Insurance, Principles of Insurance 

Contract, Risk, Double insurance, Over insurance, Under insurance, Re-insurance. 

 INTRODUCTION TO INSURANCE 

Insurance is a financial mechanism that provides protection against potential future losses. It is a 

contract between an insurer and an insured, where the insurer agrees to compensate the insured 

for specific potential losses in exchange for a premium. Insurance mitigates the financial impact 

of unforeseen events, offering peace of mind and financial stability. 

 PURPOSE AND NEED OF INSURANCE 

The primary purpose of insurance is to provide a safety net against financial losses arising from 

various risks. Key needs for insurance include: 

➢ Risk Management: Protects individuals and businesses from significant financial losses 

due to accidents, natural disasters, illnesses, or other unforeseen events. 

➢ Financial Security: Ensures that policyholders have the necessary funds to recover from 

adverse events. 

➢ Encouragement of Savings: Certain insurance products, such as life insurance, encourage 

systematic savings and investment. 

➢ Legal Requirements: Some forms of insurance, like automobile and workers' 

compensation insurance, are legally mandated. 

 Insurance as A Social Security Tool 

Insurance plays a crucial role in social security by: 

➢ Providing Social Stability: It helps maintain societal stability by offering financial support 

during times of crisis, reducing the burden on social welfare systems. 

➢ Health Security: Health insurance ensures access to medical care without severe financial 

strain. 

➢ Poverty Alleviation: Life insurance and pension plans help in reducing poverty by 

ensuring financial support in old age or after the death of a breadwinner. 

INSURANCE AND ECONOMIC DEVELOPMENT 

Insurance contributes to economic development in several ways: 



➢ Mobilization of Savings: By collecting premiums, insurance companies accumulate large 

amounts of funds that can be invested in various sectors of the economy. 

➢ Investment in Infrastructure: Insurance funds are often invested in infrastructure projects, 

contributing to economic growth. 

➢ Job Creation: The insurance industry generates employment opportunities in underwriting, 

claims processing, sales, and support services. 

➢ Stabilization of Businesses: By providing risk management solutions, insurance allows 

businesses to operate with confidence, fostering entrepreneurship and innovation. 

 THEORIES OF INSURANCE 

Several theories explain the functioning and importance of insurance, including: 

➢ Risk Pooling Theory: Proposes that insurance pools the risks of many individuals, 

spreading the cost of potential losses among a large group, making it manageable for all. 

➢ Expected Utility Theory: Suggests that individuals purchase insurance to maximize their 

expected utility, balancing the cost of premiums against the potential benefit of coverage. 

➢ Risk Transfer Theory: Focuses on the transfer of risk from the insured to the insurer, who 

is better positioned to manage and mitigate those risks. 

 PRINCIPLES OF INSURANCE CONTRACT 

Insurance contracts are governed by fundamental principles: 

1 Utmost Good Faith (Uberrimae Fidei): Both parties must disclose all relevant facts 

truthfully. 

2 Insurable Interest: The insured must have a legitimate interest in the subject matter of the 

insurance. 

3 Indemnity: The compensation provided by insurance should restore the insured to their 

financial position before the loss. 

4 Contribution: In cases of multiple policies, insurers share the loss proportionally. 

5 Subrogation: After compensating the insured, the insurer gains the right to pursue recovery 

from third parties responsible for the loss. 

6 Proximate Cause: The loss must be directly caused by an insured peril. 

 RISK 

Risk is the possibility of loss or damage. In insurance, risk can be categorized into: 



➢ Pure Risk: Involves only the possibility of loss or no loss, with no chance of gain (e.g., 

fire, theft). 

➢ Speculative Risk: Involves the possibility of loss, no loss, or gain (e.g., investments). 

 DOUBLE INSURANCE 

Double insurance occurs when the same risk is insured by two or more insurers. It provides 

additional coverage but requires coordination to avoid over-compensation. 

 OVER INSURANCE 

Over insurance refers to a situation where the coverage exceeds the actual value of the insured 

item. This can lead to moral hazards and is generally discouraged. 

 UNDER INSURANCE 

Under insurance happens when the coverage is less than the actual value of the insured item, 

leading to inadequate compensation in the event of a loss. 

 RE-INSURANCE 

Re-insurance is a practice where insurers transfer portions of their risk portfolios to other 

insurers to reduce the likelihood of paying a large obligation resulting from an insurance claim. It 

enhances the insurer's capacity to underwrite large risks and provides stability. 

By understanding these aspects, individuals and businesses can make informed decisions about 

their insurance needs, contributing to financial security and economic stability.  



UNIT –II : 

 LIFE INSURANCE – PRINCIPLES AND PRACTICE 

Life Insurance – Principles and Practice; Life Insurance Contracts; Nature and 

Characteristics, Types of Life Insurance Policies, Terms & Conditions of the Policy, 

Nomination and Assignment of Policies, Computation of Premium, Annuity Payments, 

Mortality Table. 

Life insurance is a contract between the insurer and the insured, where the insurer promises to 

pay a designated beneficiary a sum of money upon the death of the insured person or after a set 

period. Life insurance provides financial protection and peace of mind to policyholders and their 

beneficiaries. 

 Life Insurance Contracts: Nature and Characteristics 

➢ Long-term Agreement: Life insurance policies are usually long-term agreements, lasting 

until the death of the insured or the maturity of the policy. 

➢ Fixed Premiums: Premiums are typically fixed for the duration of the policy. 

➢ Sum Assured: The amount guaranteed to be paid upon the insured event. 

➢ Beneficiary Designation: The policyholder names one or more beneficiaries who will 

receive the benefit upon the occurrence of the insured event. 

➢ Non-Indemnity Contract: Life insurance is not an indemnity contract because the loss 

(death) cannot be measured in monetary terms. 

 TYPES OF LIFE INSURANCE POLICIES 

1. Term Life Insurance: Provides coverage for a specific period. If the insured dies during this 

term, the death benefit is paid to the beneficiaries. No benefits are paid if the insured survives 

the term. 

2. Whole Life Insurance: Covers the insured for their entire lifetime. It combines a death 

benefit with a savings component, which can accumulate cash value. 

3. Endowment Policies: These policies pay out a lump sum after a specified term or upon 

death. They are often used for savings purposes. 

4. Universal Life Insurance: A flexible policy that combines term insurance with an 

investment component. Policyholders can adjust their premiums and death benefits. 

5. Variable Life Insurance: Includes investment options. The cash value and death benefit can 

vary based on the performance of the investments. 



6. Group Life Insurance: Offered by employers or organizations, providing coverage to a 

group of people under a single contract. 

7. There are several types of life insurance policies, each offering different features and benefits 

to policyholders. Here are some of the most common types: 

1. Term Life Insurance: 

Term life insurance provides coverage for a specific period, typically ranging from 5 to 30 years. 

If the insured dies during the term, the death benefit is paid to the beneficiaries. It's often more 

affordable than other types of life insurance but does not accumulate cash value. 

2. Whole Life Insurance: 

Whole life insurance provides coverage for the entire lifetime of the insured, as long as 

premiums are paid. It includes a death benefit and a cash value component, which grows over 

time and can be accessed by the policyholder through withdrawals or loans. 

3. Universal Life Insurance: 

Universal life insurance offers flexible premiums and death benefits, allowing policyholders to 

adjust their coverage and payments as their financial needs change. It also includes a cash value 

component that earns interest over time. 

4. Variable Life Insurance: 

Variable life insurance allows policyholders to invest the cash value portion of their policy in 

various investment options, such as stocks, bonds, and mutual funds. The cash value and death 

benefit can fluctuate based on the performance of the investments. 

5. Variable Universal Life Insurance (VUL): 

Variable universal life insurance combines the flexibility of universal life insurance with the 

investment options of variable life insurance. Policyholders can adjust both the premiums and the 

investment allocations within the policy. 

6. Indexed Universal Life Insurance (IUL): 

Indexed universal life insurance provides a death benefit and a cash value component that is tied 

to the performance of a stock market index, such as the S&P 500. It offers the potential for 

higher returns compared to traditional universal life insurance. 

7. Endowment Life Insurance: 



Endowment life insurance policies pay out a lump sum benefit to the policyholder at the end of a 

specified term, known as the endowment period. If the insured dies during the term, the death 

benefit is paid to the beneficiaries. 

8. Joint Life Insurance: 

 Joint life insurance covers two individuals under a single policy, typically spouses or business 

partners. The death benefit is paid upon the death of either insured individual, providing financial 

protection to the surviving spouse or partner. 

9. Survivorship Life Insurance: 

 Survivorship life insurance, also known as second-to-die insurance, covers two individuals, but 

the death benefit is not paid until both insured individuals have passed away. It is often used for 

estate planning purposes to provide liquidity for estate taxes. 

10. Guaranteed Issue Life Insurance: 

Guaranteed issue life insurance is designed for individuals who may have difficulty qualifying 

for other types of life insurance due to health issues. It typically does not require a medical exam 

or health questionnaire, but premiums are higher, and coverage amounts are limited. 

These are some of the main types of life insurance policies available in the market. Each type 

offers different features and benefits, so it's essential to carefully consider your financial goals 

and needs before selecting a policy. 

 TERMS & CONDITIONS OF THE POLICY 

➢ Premium Payment: Details about the frequency and amount of premium payments. 

➢ Grace Period: The period after the due date of a premium during which the policy 

remains in force without penalty. 

➢ Lapsed Policy: A policy that becomes inactive due to non-payment of premiums. 

➢ Reinstatement: Conditions under which a lapsed policy can be reinstated. 

➢ Exclusions: Specific conditions or circumstances that are not covered by the policy. 

➢ Free-look Period: A period during which the policyholder can review the policy and 

cancel it for a full refund. 

 NOMINATION AND ASSIGNMENT OF POLICIES 

Nomination: The policyholder nominates a person to receive the death benefit. This can usually 

be changed at any time. 



Assignment: The policyholder can transfer the rights of the policy to another person or entity. 

Assignments can be absolute (permanent) or conditional (temporary). 

 COMPUTATION OF PREMIUM 

Premiums for life insurance are calculated based on: 

➢ Age: Younger individuals generally pay lower premiums. 

➢ Health Status: Healthier individuals typically have lower premiums. 

➢ Sum Assured: Higher coverage amounts lead to higher premiums. 

➢ Policy Term: Longer terms may affect the premium amount. 

➢ Risk Factors: Occupation, lifestyle habits (e.g., smoking), and family medical history can 

influence premiums. 

 ANNUITY PAYMENTS 

Annuities are financial products that provide a steady income stream, typically for retirees. 

Types of annuities include: 

➢ Immediate Annuity: Payments begin immediately after a lump sum is paid to the insurer. 

➢ Deferred Annuity: Payments begin at a future date, allowing the investment to grow. 

➢ Fixed Annuity: Provides guaranteed payments. 

➢ Variable Annuity: Payments vary based on the performance of investments. 

 MORTALITY TABLE 

A mortality table, or life table, is a statistical chart used by insurers to predict the probability of 

death for individuals at various ages. It helps in: 

➢ Premium Calculation: Estimating the likelihood of death at different ages to set premium 

rates. 

➢ Policy Pricing: Ensuring that the insurer can cover potential claims while remaining 

profitable. 

➢ Risk Assessment: Understanding the risk profile of different age groups and health 

conditions. 

By understanding these principles and practices, individuals can make informed decisions about 

life insurance, ensuring they choose the right policies to meet their financial protection needs. 

  



Unit –III 

 FIRE INSURANCE 

Fire Insurance – The basic principles of Fire Insurance contracts, Fire Policy; Conditions, 

Assignment, Claims. 

The Basic Principles Of Fire Insurance Contracts 

Fire insurance is a contract in which the insurer agrees to indemnify the insured for losses or 

damages caused by fire to the insured property. The basic principles governing fire insurance 

contracts include: 

1 Insurable Interest: The insured must have a legitimate financial interest in the property 

being insured. This means the insured would suffer a financial loss if the property were 

damaged or destroyed by fire. 

2 Utmost Good Faith (Uberrimae Fidei): Both the insurer and the insured must disclose 

all material facts truthfully. Any misrepresentation or concealment can void the contract. 

3 Indemnity: Fire insurance is a contract of indemnity, meaning the insured can recover 

only the actual loss suffered, subject to the policy limits, and cannot profit from the 

insurance. 

4 Proximate Cause: The insurer is liable only if the proximate cause of the loss is fire or 

an insured peril. Proximate cause refers to the primary cause of the damage in a chain of 

events. 

5 Subrogation: After compensating the insured for a loss, the insurer has the right to step 

into the shoes of the insured to recover the loss from third parties responsible for the fire. 

6 Contribution: If the insured has multiple fire insurance policies covering the same 

property, each insurer will contribute to the loss payment in proportion to their respective 

coverage. 

 FIRE INSURANCEPOLICY 

A fire insurance policy is a document that outlines the terms and conditions of the insurance 

contract. It specifies the coverage provided, the premium to be paid, and the obligations of both 

parties. Key elements of a fire insurance policy include: 

 

➢ Coverage: Specifies the types of property covered (e.g., buildings, contents) and the 

perils insured against (e.g., fire, explosion, lightning). 



➢ Sum Insured: The maximum amount payable by the insurer in case of a claim. 

➢ Premium: The amount the insured pays for the coverage, typically calculated based on 

the risk level and value of the property. 

➢ Policy Period: The duration for which the coverage is provided, usually one year, but it 

can be renewed. 

Fire insurance policies can vary based on the specific needs of the insured and the coverage 

provided by the insurer. Here are some common types of fire policies: 

1. Standard Fire Policy (SFP): 

 The Standard Fire Policy is a basic form of fire insurance that covers damage caused by fire, 

lightning, and removal of property to prevent further damage. It typically includes coverage for 

the structure of the building and its contents. 

2. Comprehensive Fire Policy: 

This policy provides broader coverage compared to the Standard Fire Policy. In addition to fire 

and lightning, it may also cover other perils such as explosion, earthquake, flood, storm, and riot. 

The scope of coverage can be customized based on the insured's requirements. 

3. Industrial Fire Policy: 

Industrial Fire Policies are designed specifically for industrial properties, factories, and 

manufacturing units. They provide coverage for fire-related risks associated with large-scale 

industrial operations, including damage to machinery, equipment, and inventory. 

4. Consequential Loss Policy: 

Also known as Business Interruption Insurance, this type of policy covers the loss of income and 

additional expenses incurred due to the interruption of business operations following a fire. It 

helps businesses maintain financial stability while recovering from the damage. 

5. Declaration Fire Policy: 

Declaration Fire Policies are suitable for businesses with fluctuating stock values. The insured 

declares the stock value periodically (e.g., monthly) to the insurer, and the premium is adjusted 

accordingly. This ensures that the coverage aligns with the actual stock value at any given time. 

6. Valued Fire Policy: 

A Valued Fire Policy specifies a predetermined amount that the insurer agrees to pay in the event 

of a total loss due to fire. This amount is agreed upon at the inception of the policy and does not 

depend on the actual value of the property at the time of loss. 



7. Floating Fire Policy: 

A Floating Fire Policy is suitable for businesses with properties located at different places. It 

provides coverage under a single policy for all the properties. This type of policy is commonly 

used by merchants who have stock in multiple locations. 

8. Excess Fire Policy: 

An Excess Fire Policy provides additional coverage above a certain limit, which is covered by 

another primary policy. This is useful for policyholders who need higher coverage than what is 

provided by their primary fire insurance policy. 

9. Reinstatement Fire Policy: 

This policy provides for the replacement or reinstatement of the insured property to its original 

condition before the fire, without any deduction for depreciation. The insurer agrees to pay the 

cost of repairing or replacing the damaged property with new materials. 

10. Riot and Strike Damage Policy: 

This policy covers damage caused by riots, strikes, and civil commotion. It provides financial 

protection against property damage and loss of income resulting from such events. 

These are some of the common types of fire insurance policies available in the market. It's 

essential for individuals and businesses to assess their specific needs and risks before selecting a 

policy to ensure adequate coverage and protection. 

 CONDITIONS 

Fire insurance policies come with specific conditions that must be adhered to for the policy to be 

valid: 

➢ Policy Conditions: Standard terms set by the insurer, such as keeping the insured property 

in good condition, using proper safety measures to prevent fire, and promptly notifying 

the insurer in case of a change in property use. 

➢ Exclusions: Specific situations or perils that are not covered by the policy, such as losses 

due to war, nuclear risks, or intentional acts of the insured. 

➢ Warranties: Promises made by the insured that certain conditions will be met, such as 

installing and maintaining fire alarms or extinguishers. 

 TYPES OF FIRE INSURANCE POLICIES 



Fire insurance policies are designed to provide financial protection against losses due to fire and 

other related perils. Different types of fire insurance policies cater to varying needs and 

circumstances. Here are some of the main types: 

1. Valued Policy: 

A valued policy specifies a predetermined amount that the insurer agrees to pay in the event of a 

total loss due to fire. This amount is agreed upon at the inception of the policy and does not 

depend on the actual value of the property at the time of loss. 

2. Specific Policy: 

This policy covers a specific amount, which is less than the actual value of the property. The 

insurer pays up to the insured amount in case of a loss, which means the policyholder is 

responsible for any amount exceeding this specified limit. 

3. Floating Policy: 

A floating policy is suitable for businesses with properties located at different places. It provides 

coverage under a single policy for all the properties. This type of policy is commonly used by 

merchants who have stock in multiple locations. The premium is usually based on the average 

value of the stock. 

4. Comprehensive Policy (All Risk Policy): 

A comprehensive policy offers extensive coverage against not only fire but also a wide range of 

other perils such as theft, burglary, riots, strikes, and natural disasters like earthquakes and 

floods. It provides broader protection compared to a standard fire insurance policy. 

5. Consequential Loss Policy: 

Also known as Loss of Profit Policy or Business Interruption Policy, this type of policy covers 

the loss of income and additional expenses incurred due to the interruption of business operations 

following a fire. It helps businesses maintain financial stability while recovering from the 

damage. 

6. Replacement or Reinstatement Policy: 

This policy provides for the replacement or reinstatement of the insured property to its original 

condition before the fire, without any deduction for depreciation. The insurer agrees to pay the 

cost of repairing or replacing the damaged property with new materials. 

7. Excess Policy: 



An excess policy provides additional coverage above a certain limit, which is covered by another 

primary policy. This is useful for policyholders who need higher coverage than what is provided 

by their primary fire insurance policy. 

8. Industrial All Risks Policy: 

This policy is tailored for large industrial enterprises, covering all types of risks faced by 

industrial units, including fire, machinery breakdown, and business interruption. It offers a 

comprehensive solution for large-scale industrial operations. 

9. Declaration Policy: 

A declaration policy is ideal for businesses with fluctuating stock values. The insured declares 

the stock value periodically (e.g., monthly) to the insurer, and the premium is adjusted 

accordingly. This ensures that the coverage aligns with the actual stock value at any given time. 

10. Renewable Policy: 

This type of policy is issued for a short period, typically one year, and can be renewed annually. 

It allows the policyholder to reassess their insurance needs and adjust the coverage and premium 

accordingly at the time of renewal. 

11. Adjustable Policy: 

An adjustable policy provides a provisional premium based on an estimated value of the insured 

property. At the end of the policy period, the actual value is determined, and the premium is 

adjusted accordingly, resulting in either a refund or an additional payment. 

 KEY CONSIDERATIONS WHEN CHOOSING A FIRE INSURANCE POLICY 

➢ Coverage Needs: Assess the type and amount of coverage required based on the value 

and nature of the property. 

➢ Policy Exclusions: Understand what is not covered by the policy to avoid surprises 

during a claim. 

➢ Premium Costs: Compare premiums from different insurers to find the best value for 

the desired coverage. 

➢ Insurer Reputation: Choose a reputable insurer with a good track record of claim 

settlements. 

➢ Policy Terms and Conditions: Review all terms and conditions to ensure clarity on the 

obligations and rights of both parties. 



Selecting the right fire insurance policy involves careful consideration of these factors to ensure 

adequate protection and financial security in the event of a fire. 

 ASSIGNMENT 

Assignment refers to the transfer of the policyholder's rights and interests in the fire insurance 

policy to another party. This can occur in the following ways: 

➢ Before a Loss: The policyholder can assign the policy to another party, such as a 

mortgagee, with the insurer's consent. The new owner will then have the same rights and 

obligations under the policy. 

➢ After a Loss: The policyholder can assign the right to receive the claim amount to another 

party, such as a contractor repairing the property. 

 Claims 

Making a claim under a fire insurance policy involves several steps: 

1 Notification: The insured must promptly notify the insurer of the fire incident. This can 

be done via a phone call followed by a written notice. 

2 Claim Form: The insured needs to fill out a claim form provided by the insurer, detailing 

the circumstances of the fire and the extent of the damage. 

3 Evidence: The insured must provide evidence of the loss, such as photographs, inventory 

lists, and receipts for damaged items. 

4 Surveyor's Inspection: The insurer usually appoints a surveyor to inspect the damage, 

verify the claim, and assess the loss. The surveyor prepares a report for the insurer. 

5 Claim Settlement: Based on the surveyor's report and the policy terms, the insurer 

determines the claim amount. If approved, the insurer compensates the insured for the 

loss up to the sum insured. 

6 Documentation: The insured may need to submit additional documentation, such as 

police reports or fire department reports, especially if the fire's cause is suspicious. 

Understanding these principles and processes helps policyholders effectively manage their fire 

insurance policies and ensures they are prepared in case of a fire-related loss. 

  



Unit –IV : 

MARINE INSURANCE 

Marine Insurance – General Principles, Conditions and Warranties in marine insurance 

policy, Types of Marine insurance policies; Assignment of policy, Loss and abandonment, 

Marine losses. 

 GENERAL PRINCIPLES 

Marine insurance is a contract whereby the insurer undertakes to indemnify the insured against 

losses or damages related to marine perils. These perils include damage to the ship, cargo, or 

liability arising from marine activities. Here are some general principles of marine insurance: 

1. Insurable Interest: The insured must have an insurable interest in the subject matter 

insured, such as ownership or a financial interest, at the time of the loss. 

2. Utmost Good Faith (Uberrimae Fidei): Both parties must disclose all material facts 

relevant to the risk being insured. Failure to do so can void the contract. 

3. Indemnity: Marine insurance is a contract of indemnity, meaning the insured is entitled 

to be compensated for the actual loss suffered, subject to the policy limits. 

4. Cause of Loss: The insurer is liable only for losses caused by marine perils, such as 

storms, collisions, or piracy, as specified in the policy. 

5. Proximate Cause: The insurer is liable for losses directly caused by insured perils, 

regardless of any concurrent causes. 

6. Contribution: If the insured has multiple marine insurance policies covering the same 

risk, each insurer contributes to the loss payment in proportion to their respective 

coverage. 

7. Subrogation: After compensating the insured for a loss, the insurer gains the right to 

pursue recovery from third parties responsible for the loss. 

 CONDITIONS AND WARRANTIES IN MARINE INSURANCE POLICY 

Conditions and warranties are important aspects of marine insurance policies, outlining the rights 

and obligations of both parties. Here's how they differ: 

Conditions: 

➢ Conditions are clauses that define the rights and duties of the insured and the insurer 

under the policy. 



➢ Breach of a condition may result in the policy being void or the insurer being 

discharged from liability for a particular claim. 

➢ Examples of conditions in a marine insurance policy may include requirements related 

to seaworthiness of the vessel, compliance with navigation laws, and notification of 

loss. 

Warranties: 

➢ Warranties are specific promises made by the insured regarding certain facts or actions 

related to the insured risk. 

➢ Unlike conditions, warranties are considered fundamental to the contract, and any 

breach, even if unrelated to the loss, can discharge the insurer from liability. 

➢ Warranties may relate to the condition of the vessel, the qualifications of the crew, or 

the intended use of the vessel, among other things. 

 Importance of Conditions and Warranties: 

➢ Risk Management: Conditions and warranties help mitigate risks by ensuring that 

vessels are maintained in a seaworthy condition and operated safely. 

➢ Underwriting: Insurers use conditions and warranties to assess the risk associated with 

insuring a particular vessel or cargo. 

➢ Claims Handling: Compliance with conditions and warranties may affect the insurer's 

obligation to pay a claim, so it's essential for the insured to understand and adhere to 

these provisions. 

➢ Legal Compliance: Conditions and warranties may be subject to legal requirements or 

industry standards, ensuring compliance with relevant regulations and practices. 

Understanding the general principles, conditions, and warranties of marine insurance policies is 

crucial for both insurers and insured parties to effectively manage risks and ensure proper 

coverage in the event of a marine loss. 

 TYPES OF MARINE INSURANCE POLICIES 

Marine insurance policies are designed to provide coverage for various risks associated with 

marine activities, including the transportation of goods by sea. Here are some common types of 

marine insurance policies: 

1. Hull Insurance: 



Hull insurance provides coverage for the hull and machinery of the vessel against physical 

damage, such as collision, grounding, and sinking. It also covers liability for damage to third-

party property caused by the insured vessel. 

2. Cargo Insurance: 

Cargo insurance protects goods or merchandise against loss or damage while being transported 

by sea, air, or land. It covers risks such as theft, damage due to rough handling, and loss from 

accidents or natural disasters. 

3. Freight Insurance: 

Freight insurance, also known as freight protection insurance, reimburses the shipper for the 

freight charges if the cargo is damaged or lost during transit. It ensures that the shipper is 

compensated for the loss of income resulting from damaged or lost goods. 

4. Protection and Indemnity (P&I) Insurance: 

 P&I insurance provides liability coverage for shipowners, operators, and charterers for third-

party claims arising from maritime accidents, pollution, and other liabilities not covered by hull 

insurance. It typically covers legal costs, compensation payments, and pollution cleanup 

expenses. 

5. War Risk Insurance: 

War risk insurance provides coverage for losses or damages resulting from warlike actions, 

including acts of terrorism, piracy, and armed conflict. It is often purchased as an add-on to 

standard marine insurance policies. 

6. Total Loss Only (TLO) Insurance: 

TLO insurance covers total loss or constructive total loss of the insured vessel or cargo. It does 

not provide coverage for partial losses or damage unless they result in a total loss of the insured 

property. 

7. Time-Charterers' Liability (TCL) Insurance: 

TCL insurance protects time-charterers against liabilities arising from damage to the vessel, 

cargo, or third-party property during the charter period. It covers risks not covered by hull 

insurance, such as liabilities resulting from negligence or breach of contract. 

 ASSIGNMENT OF POLICY 

Assignment of a marine insurance policy involves transferring the rights and interests of the 

policy from the original policyholder (assignor) to another party (assignee). Here's how it works: 



➢ Before Loss: The policyholder can assign the policy to another party, such as a mortgagee 

or a buyer of the insured property, with the insurer's consent. The assignee then becomes 

the new beneficiary under the policy. 

➢ After Loss: If a loss occurs, the policyholder may assign the right to receive the claim 

amount to another party, such as a creditor or a contractor repairing the damaged property. 

 LOSS AND ABANDONMENT 

In marine insurance, loss and abandonment refer to the process of relinquishing ownership of 

damaged or lost property to the insurer in exchange for a total loss settlement. Here's how it 

typically works: 

➢ Actual Total Loss: When the insured property is completely destroyed or lost, it 

constitutes an actual total loss. In this case, the insured may choose to abandon the 

property to the insurer and claim a total loss settlement. 

➢ Constructive Total Loss: If the insured property is so extensively damaged that it would 

be uneconomical to repair, it constitutes a constructive total loss. The insured can choose 

to abandon the property and claim a total loss settlement. 

➢ Abandonment: Abandonment is the formal act of surrendering the insured property to the 

insurer and relinquishing all rights and interests in exchange for a total loss settlement. 

The insurer may accept or reject the abandonment. 

 Marine Losses 

Marine losses refer to losses or damages incurred during marine transportation or activities. 

Common types of marine losses include: 

➢ Perils of the Sea: Losses caused by natural perils such as storms, rough seas, and heavy 

weather. 

➢ Collision: Damage to vessels resulting from collision with other vessels, structures, or 

objects. 

➢ Fire and Explosion: Losses caused by fire or explosion on board the vessel or in cargo. 

➢ Theft and Piracy: Losses resulting from theft, robbery, or piracy during transit.   

➢ Jettison: Deliberate throwing overboard of cargo or goods to save the vessel or other 

property from imminent peril. 

➢ Stranding and Grounding: Losses resulting from the vessel running aground or 

becoming stranded on rocks or shoals. 



Managing marine losses effectively requires comprehensive insurance coverage and adherence to 

safety and risk management practices to mitigate potential risks during marine operations. 


