
Risk and risk management

Risk §Ó ß»��ÏÚ}§»Úð }�ÁßÚ Ú¥� ÌÁÓÓ§�§´§Úð Á� ´ÁÓÓ:

• Pure: ´ÁÓÓ ÁÏ »Á ´ÁÓÓ, »�é�Ï  }§» — Ú¥� Á»´ð §»ÓßÏ}�´� ²§»�

• Speculative: ´ÁÓÓ ÁÏ  }§» �ÁÚ¥ ÌÁÓÓ§�´� ( }º�´§» , §»é�ÓÚ§» ) — ß»§»ÓßÏ}�´�

#§é� ê}ðÓ ÚÁ º}»} � } Ï§Ó²:

• Avoid: �ÏÁÌ Ú¥� �ïÌÁÓßÏ� �»Ú§Ï�´ð (�Á»’Ú �Ï§é�)

• Reduce: ´Áê�Ï Ú¥� �¥}»�� ÁÏ Ó�é�Ï§Úð Á� ´ÁÓÓ (ÓÌÏ§»²´�ÏÓ, ��}��Á´ÚÓ)

• Retain: �}ÏÏð Ú¥� �ÁÓÚ ðÁßÏÓ�´� — } ���ß�Ú§�´� §Ó Ï�Ú�»Ú§Á»

• Share: ÓÌÏ�}� Ú¥� �ïÌÁÓßÏ� }�ÏÁÓÓ Ó�é�Ï}´ Ì}ÏÚ§�Ó (�ßÓ§»�ÓÓ Ì}ÏÚ»�ÏÓ)

• Transfer: Ó¥§ÿ §Ú ÚÁ ÓÁº�Á»� �´Ó�; §»ÓßÏ}»�� §Ó Ú¥� ßÓß}´ ÚÏ}»Ó��Ï

Law of large numbers: Ú¥� ºÁÏ� �ïÌÁÓßÏ� ß»§ÚÓ §» Ú¥� ÌÁÁ´, Ú¥� ºÁÏ� }��ßÏ}Ú�´ð Ú¥� §»ÓßÏ�Ï ÌÏ��§�ÚÓ Ú¥� $SEbP’Ó ´ÁÓÓ�Ó. +Ú »�é�Ï
ÌÏ��§�ÚÓ Ú¥� ´ÁÓÓ Á� }»ð Á»� ß»§Ú

Perils, hazards and insurable risk

Peril: Ú¥� �}ßÓ� Á� ´ÁÓÓ — fiÏ�, Ú¥�ÿ, �Á´´§Ó§Á», ê§»�ÓÚÁÏº

Hazard: } �Á»�§Ú§Á» Ú¥}Ú º}²�Ó } Ì�Ï§´ ´§²�´§�Ï ÁÏ êÁÏÓ�

• Physical: } �Á»�§Ú§Á» Á� Ú¥� ÌÏÁÌ�ÏÚð ÁÏ Ì�ÏÓÁ» (�}ß´Úð ê§Ï§» ,
§�ð ÓÚ�ÌÓ)

• Moral: �§Ó¥Á»�ÓÚð — ´ð§»  Á» }» }ÌÌ´§�}Ú§Á», ÓÚ} §»  } ´ÁÓÓ

• Morale: �}Ï�´�ÓÓ»�ÓÓ ���}ßÓ� Ú¥� ÌÏÁÌ�ÏÚð §Ó §»ÓßÏ��

W§ï º}Ï²Ó Á� }» §»ÓßÏ}�´� Ï§Ó²:

• ]¥� ´ÁÓÓ ºßÓÚ �� uncertain — } ��ÏÚ}§» ´ÁÓÓ §Ó »ÁÚ §»ÓßÏ}�´�

• � large number of similar exposure units

• ]¥� ´ÁÓÓ ºßÓÚ ÌÁÓ� Ï�}´ economic hardship

• ]¥� ´ÁÓÓ ºßÓÚ �� ascertainable — º�}ÓßÏ}�´� §» ºÁ»�ð

• ]¥� ´ÁÓÓ ºßÓÚ �� accidental and unintentional

• ]¥� ´ÁÓÓ ºßÓÚ not be catastrophic ÚÁ Ú¥� §»ÓßÏ�Ï

The four policy sections — DICE

D — Declarations: ê¥Á }»� ê¥}Ú §Ó §»ÓßÏ��
?}º�� §»ÓßÏ��, Ú¥� ÌÏÁÌ�ÏÚð }»� §ÚÓ ´Á�}Ú§Á», ´§º§ÚÓ, ���ß�Ú§�´�,

ÌÁ´§�ð Ì�Ï§Á�, ÌÏ�º§ßº }»� ºÁÏÚ } ��.

I — Insuring agreement: Ú¥� §»ÓßÏ�Ï’Ó ÌÏÁº§Ó�, Ú¥� Ì}ÏÚ§�Ó
ÚÁ §Ú, }»� Ú¥� Ì�Ï§´Ó �Áé�Ï��

C — Conditions: ê¥}Ú �}�¥ Ì}ÏÚð ºßÓÚ �Á
�Ï�}² Á»�, Óß�¥ }Ó �}§´§»  ÚÁ Ï�ÌÁÏÚ } »�ê Óê§ºº§»  ÌÁÁ´, }»�
Ú¥� §»ÓßÏ�Ï º}ð ��»ð Ú¥� �´}§º ÁÏ Ï��ßÓ� ÚÁ Ï�»�ê.

E — Exclusions: Ú¥� ÌÏÁÌ�ÏÚð }»� Ì�Ï§´Ó »ÁÚ �Áé�Ï�� —
ê¥}Ú ²��ÌÓ Á»� �}Ú}ÓÚÏÁÌ¥� �ÏÁº Ú}²§»  Ú¥� §»ÓßÏ�Ï �Áê»

Insurance contracts

#ÁßÏ �ÓÓ�»Ú§}´ �´�º�»ÚÓ:

• Consideration: Ú¥� }ÌÌ´§�}»Ú’Ó ÌÏ�º§ßº �ÁÏ Ú¥� §»ÓßÏ�Ï’Ó
ÌÏÁº§Ó� ÚÁ Ì}ð

• Offer and acceptance: Ú¥� }ÌÌ´§�}Ú§Á» §Ó Ú¥� Áü�Ï; Ú¥�
§»ÓßÏ�Ï }���ÌÚÓ §Ú }Ó êÏ§ÚÚ�» ÁÏ �Áß»Ú�ÏÁü�ÏÓ.
����ÌÚ}»�� §Ó ß»�Á»�§Ú§Á»}´ — Ú¥� <º��Ú§»  Á� Ú¥�
º§»�Ó=

• Legal capacity: Ú¥� §»ÓßÏ�Ï ºßÓÚ �� }�º§ÚÚ��; } º§»ÁÏ,
}» §»�ÁºÌ�Ú�»Ú Ì�ÏÓÁ» ÁÏ ÓÁº�Á»� §»ÚÁï§�}Ú�� �}»»ÁÚ
�Á»ÚÏ}�Ú

• Legal purpose: Ú¥� �Á»ÚÏ}�Ú º}ð »ÁÚ �� } }§»ÓÚ Ìß�´§�
ÌÁ´§�ð

Insurable interest: } fi»}»�§}´ ÓÚ}²� §» Ú¥� ÌÏÁÌ�ÏÚð ÁÏ
Ì�ÏÓÁ» §»ÓßÏ��
#ÁÏ ÌÏÁÌ�ÏÚð }»� �}Óß}´Úð §Ú ºßÓÚ �ï§ÓÚ }Ú Ú¥� ]+>� E#
8EWW; �ÁÏ ´§�� §»ÓßÏ}»��, Á»´ð }Ú }ÌÌ´§�}Ú§Á».

What every insurance contract is

Adhesion: Ú¥� §»ÓßÏ�Ï êÏ§Ú�Ó §Ú }»� Ú¥� }ÌÌ´§�}»Ú Ú}²�Ó §Ú ÁÏ
´�}é�Ó §Ú, ÓÁ }º�§ ß§Úð §Ó Ï�}� §» �}éÁÏ Á� Ú¥� §»ÓßÏ��

Aleatory: Ú¥� é}´ß�Ó �ï�¥}» �� }Ï� ß»�Îß}´ }»� ÚßÏ» Á» �¥}»��

Unilateral: Á»´ð Ú¥� §»ÓßÏ�Ï º}²�Ó }» �»�ÁÏ��}�´� ÌÏÁº§Ó�

Conditional: ��»�fiÚÓ }Ï� Áê�� Á»´ð Á»�� Ú¥� �Á»�§Ú§Á»Ó }Ï� º�Ú

Utmost good faith: �}�¥ º}ð Ï�´ð Á» Ú¥� ÁÚ¥�Ï’Ó ÓÚ}Ú�º�»ÚÓ;
»�§Ú¥�Ï º}ð �Á»��}´ } º}Ú�Ï§}´ �}�Ú

WÚ}Ú�º�»ÚÓ Á» Ú¥� }ÌÌ´§�}Ú§Á»:

• Representation: ÚÏß� ÚÁ Ú¥� ��ÓÚ Á� Ú¥� }ÌÌ´§�}»Ú’Ó ²»Áê´�� �

• Warranty:  ß}Ï}»Ú��� ÚÏß�; } º}Ú�Ï§}´ �Ï�}�¥ �}» éÁ§� Ú¥� ÌÁ´§�ð

• Misrepresentation: �}´Ó� — }»� §� Ú¥� §»ÓßÏ�Ï ÌÏÁé�Ó §Ú ê}Ó
§»Ú�»Ú§Á»}´, §Ú º}ð éÁ§� Ú¥� �Á»ÚÏ}�Ú }»� �� ÌÏÁÓ��ßÚ�� }Ó �Ï}ß�
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Concepts and contracts
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