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Chapter 2
The Insurance Contract

Elements of a Valid Contract
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ompetent Parties 

egal Purpose

ffer & Acceptance 

onsideration

CLOCK without the “K”

Age 15 in KY
Age 16 in IN  

“Applicant” “Insurer”

<C
L

O

C

Agreement; a meeting 
of the minds

Exchanging an act (premium 
payment) for a promise to pay

< Under Duress

Contract Characteristics

• Principal of Indemnity

• Personal

• Aleatory – contingent on an uncertain event

• Adhesion – one‐sided as regards Preparation

– Ambiguity

– Doctrine of reasonable expectations

• Unilateral – one‐sided as regards Performance

• Contract of utmost good faith

• Conditional 12



3/22/2018

2

Parts of the Insurance Contract
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Declarations – lists who, what, where, when 

how much

nsuring Agreements – takes what was 

listed in the declarations and defines, describes, 
details, explains

D

I

C onditions – states ground rules

E xclusions – tells one what is not covered

efinitions – defines terms

Policy Organization
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• Policy jacket, also called a skeleton policy

• Endorsement – added to the policy to modify


