
Where insurance comes from

Service providers ÓßÌÌÁÏÚ §»ÓßÏ�ÏÓ §»ÓÚ�}� Á� §ÓÓß§»  ÌÁ´§�§�Ó —
�´}§º-}�°ßÓÚ§»  ûÏºÓ, §»ÓÌ��Ú§Á» �ßÏ�}ßÓ, }»� Ï}Ú§» 
ÁÏ }»§õ}Ú§Á»Ó Óß�¥ }Ó +WE

Government êÏ§Ú�Ó ê¥}Ú Ú¥� º}Ï²�Ú ê§´´ »ÁÚ

• #���Ï}´: ?#+P, #���Ï}´ �ÏÁÌ +»ÓßÏ}»��, ]S+�

• WÚ}Ú�: ß»�ºÌ´Áðº�»Ú }»� êÁÏ²�ÏÓ �ÁºÌ�»Ó}Ú§Á», }»� Ï�Ó§�ß}´
º}Ï²�ÚÓ — #�+S P´}»Ó }»� 4Á§»Ú b»��ÏêÏ§Ú§»  �ÓÓÁ�§}Ú§Á»Ó

Private commercial insurers »��� } certificate of authority �ÏÁº
Ú¥� ÓÚ}Ú� ÚÁ �� }�º§ÚÚ�� (}ßÚ¥ÁÏ§õ��)
E»´ð ÓßÏÌ´ßÓ ´§»�Ó �ÏÁ²�ÏÓ }»� Ï�§»ÓßÏ�ÏÓ º}ð ÚÏ}»Ó}�Ú ê§Ú¥ÁßÚ Á»�.

�» §»ÓßÏ�Ï ê§Ú¥ÁßÚ Á»� §Ó »Á»-}�º§ÚÚ��.

�´}ÓÓ§û�� �ð ÓÚ}Ú� Á� �Áº§�§´�:

• Domestic: �¥}ÏÚ�Ï�� §» Ú¥§Ó ÓÚ}Ú�
• Foreign: �¥}ÏÚ�Ï�� §» }»ÁÚ¥�Ï ÓÚ}Ú�

• Alien: �¥}ÏÚ�Ï�� §» }»ÁÚ¥�Ï �Áß»ÚÏð

McCarran-Ferguson (1945) ´�ÿ §»ÓßÏ}»�� ÚÁ Ú¥� ÓÚ}Ú�Ó }ÿ�Ï Ú¥�
WÁßÚ¥-�}ÓÚ�Ï» b»��ÏêÏ§Ú�ÏÓ ���§Ó§Á» º}�� §»Ú�ÏÓÚ}Ú� §»ÓßÏ}»��
�Áºº�Ï��, }»�  }é� §»ÓßÏ�ÏÓ } ´§º§Ú�� }»Ú§ÚÏßÓÚ �ï�ºÌÚ§Á»

How private insurers are organized

Stock: Áê»�� �ð ÓÚÁ�²¥Á´��ÏÓ, ê¥Á Ú}²� ÓÚÁ�² �§é§��»�Ó;
êÏ§Ú�Ó non-participating ÌÁ´§�§�Ó. >ÁÓÚ P&� §»ÓßÏ�ÏÓ

Mutual: Áê»�� �ð §ÚÓ ÌÁ´§�ðÁê»�ÏÓ, ê¥Á Ú}²� policy dividends;
êÏ§Ú�Ó participating ÌÁ´§�§�Ó

Reciprocal: Óß�Ó�Ï§��ÏÓ §»ÓßÏ� Á»� }»ÁÚ¥�Ï ß»��Ï §»�§é§�ß}´
§»��º»§Úð } Ï��º�»ÚÓ, �}�¥ ê§Ú¥ }» }��Áß»Ú, º}»} �� �ð }»
attorney-in-fact

Fraternal: º�º��Ï ÓÁ�§�Ú§�Ó; ºÁÓÚ´ð ´§�� }»� ¥�}´Ú¥, Ï}Ï�´ð P&�

Lloyd’s of London §Ó } º}Ï²�ÚÌ´}��, »ÁÚ }» §»ÓßÏ�Ï — º�º��ÏÓ
 ÏÁßÌ §»ÚÁ Óð»�§�}Ú�Ó �ßÚ ÓÚ}ð §»�§é§�ß}´´ð ´§}�´�. Excess and
surplus lines }Ï� Ú¥� Ï§Ó²Ó »Á }�º§ÚÚ�� �}ÏÏ§�Ï §» Ú¥� ÓÚ}Ú� ê§´´
êÏ§Ú�

Reinsurance: Á»� §»ÓßÏ�Ï ����Ó Ì}ÏÚ Á� } Ï§Ó² ÚÁ } Ï�§»ÓßÏ�Ï. ]¥�
ceding company ÓÚ}ðÓ Ï�ÓÌÁ»Ó§�´� ÚÁ §ÚÓ Áê» §»ÓßÏ��

• Facultative: �}�¥ Ï§Ó² Áü�Ï�� }»� °ß� �� Á»� }Ú } Ú§º�

• Automatic (treaty): }���ÌÚ�� §» }�é}»��

• Quota share: Ú¥� Ï�§»ÓßÏ�Ï Ú}²�Ó } Ó�Ú Ì�Ï��»Ú} � Á� ÌÏ�º§ßº }»�
Á� ´ÁÓÓ

• Excess of loss: Ú¥� Ï�§»ÓßÏ�Ï Ì}ðÓ Á»´ð }�Áé� } ÓÚ}Ú�� }ºÁß»Ú

Marketing systems, authority and binders

Agent: Ï�ÌÏ�Ó�»ÚÓ Ú¥� +?WbS�S ß»��Ï } êÏ§ÚÚ�» }ÌÌÁ§»Úº�»Ú
]¥� } �»Ú’Ó }�Ú §Ó Ú¥� �ÁºÌ}»ð’Ó }�Ú — }» }ÌÌ´§�}Ú§Á» Ú}²�», }
ÌÏ�º§ßº Ì}§� }»� ²»Áê´�� � ¥�´� �ð Ú¥� } �»Ú }´´ ��´Á»  ÚÁ Ú¥�
�ÁºÌ}»ð.

Broker: Ï�ÌÏ�Ó�»ÚÓ Ú¥� �PP8+��?], }»� º}ð Ì´}�� �ßÓ§»�ÓÓ ê§Ú¥
Ó�é�Ï}´ §»ÓßÏ�ÏÓ

Solicitor: êÁÏ²Ó �ÁÏ }» } �»Ú ÁÏ �ÏÁ²�Ï — ÓÁ´§�§ÚÓ, �Á´´��ÚÓ Ú¥�
§»§Ú§}´ ÌÏ�º§ßº }»� ��´§é�ÏÓ ÌÁ´§�§�Ó, �ßÚ cannot bind coverage

Direct writers Ó�´´ Ú¥ÏÁß ¥ Ó}´}Ï§�� �ºÌ´Áð��Ó; direct response
Ó�´´Ó �ð º}§´ }»� }�é�ÏÚ§Ó§» , }Ú ´§º§Ú�� ��»�ûÚÓ }»� ´Áê ÌÏ�º§ßºÓ

]¥Ï�� ²§»�Ó Á� ÌÏÁ�ß��Ï }ßÚ¥ÁÏ§Úð:

• Express: ê¥}Ú Ú¥� �Á»ÚÏ}�Ú  Ï}»ÚÓ §» êÏ§Ú§» 
• Implied: ê¥}Ú §Ó »���ÓÓ}Ïð ÚÁ �}ÏÏð ÁßÚ Ú¥� �ïÌÏ�ÓÓ }ßÚ¥ÁÏ§Úð

• Apparent: ê¥}Ú Ú¥� §»ÓßÏ�Ï’Ó �Á»�ß�Ú ´�}�Ó }» }ÌÌ´§�}»Ú ÚÁ ��´§�é� —

} Ú�Ïº§»}Ú�� } �»Ú ÓÚ§´´ ¥Á´�§»  �ÁºÌ}»ð �ÁÏºÓ

Fiduciary duty: ÌÏ�º§ßºÓ }Ï� ¥�´� §» } ÚÏßÓÚ }��Áß»Ú, }Ì}ÏÚ �ÏÁº
Ú¥� ÌÏÁ�ß��Ï’Ó Áê» �ß»�Ó. ]¥� ÓÚ}»�}Ï� Á� �}Ï� §Ó Ú¥� prudent
person rule

Binder (binding receipt): } Ú�ºÌÁÏ}Ïð �Á»ÚÏ}�Ú  §é§»  §ºº��§}Ú�
�Áé�Ï} � — Ú¥� §»ÓßÏ�Ï §Ó �Áß»� �é�» §� ß»��ÏêÏ§Ú§»  ´}Ú�Ï
���´§»�Ó Ú¥� Ï§Ó². +Ú Ú}²�Ó Ú¥� }ÌÌ´§�}Ú§Á» �?� Ú¥� §»§Ú§}´ ÌÏ�º§ßº

Conditional receipts are not used in P&C — �Áé�Ï} � §Ó �Áß»� }Ú
Á»�� ÁÏ ����ÏÏ�� ÚÁ §ÓÓß�. m§Ú¥ »Á §»§Ú§}´ ÌÏ�º§ßº Ú¥� §»ÓßÏ�Ï º}ð
Ï�Îß§Ï� } »Á-²»Áê»-´ÁÓÓ ÓÚ}Ú�º�»Ú ÁÏ }» §»ÓÌ��Ú§Á» }Ú ��´§é�Ïð

Underwriting

m¥}Ú Ú¥� ß»��ÏêÏ§Ú�Ï Ï�}�Ó:

• The application — Ú¥� ºÁÓÚ §ºÌÁÏÚ}»Ú ÓÁßÏ��

• The producer’s report — û�´� ß»��ÏêÏ§Ú§» : Ú¥� Îß�ÓÚ§Á»Ó }Ó²��, Ú¥�
��º�}»ÁÏ Á�Ó�Ïé��, Ú¥� Ï�� ü} Ó �Á�ßº�»Ú��

• Inspections, ÚÁ �Á»ûÏº Ú¥� ÌÏÁÌ�ÏÚð �ï§ÓÚÓ }»� §Ó }Ó ��Ó�Ï§���

• Consumer reports — �Ï��§Ú, }»� §»é�ÓÚ§ }Ú§é� Ï�ÌÁÏÚÓ �ÏÁº
�ºÌ´Áð�ÏÓ }»� »�§ ¥�ÁÏÓ

�ÌÌ´§�}»ÚÓ }Ï� �´}ÓÓ�� preferred, standard, substandard ÁÏ
ß»§»ÓßÏ}�´�. S}Ú�Ó ÚßÏ» Á» ´ÁÓÓ �ïÌ�Ï§�»��, Á��ßÌ}»�ð,
�Á»ÓÚÏß�Ú§Á» }»� �ïÌÁÓßÏ�, }»� Á» Ú¥� loss ratio — §»�ßÏÏ��
´ÁÓÓ�Ó Áé�Ï �}Ï»�� ÌÏ�º§ßº

b»��ÏêÏ§Ú§»  �§Ó�Ï§º§»}Ú�Ó Á» Ï§Ó², ê¥§�¥ §Ó ´}ê�ß´. Unfair
discrimination — Ï}��, »}Ú§Á»}´ ÁÏ§ §», Ó�ï, Ï�´§ §Á» — §Ó »ÁÚ

Fair Credit Reporting Act: Ú¥� Ó§ »�� }ÌÌ´§�}Ú§Á» §Ó Ú¥�
}ßÚ¥ÁÏ§õ}Ú§Á». ���´§»� Á» } �Á»Óßº�Ï Ï�ÌÁÏÚ }»� Ú¥� §»ÓßÏ�Ï ºßÓÚ
Ó�»� }» }�é�ÏÓ� }�Ú§Á» »ÁÚ§�� »}º§»  Ú¥� Ï�ÌÁÏÚ§»  } �»�ð; Ú¥�
}ÌÌ´§�}»Ú }Ó²Ó Ú¥}Ú } �»�ð �ÁÏ Ú¥� Ï�ÌÁÏÚ, �Ï�� ê§Ú¥§» 60 �}ðÓ

Adverse selection: Ú¥� êÁÏÓ� Ú¥� �ïÌÁÓßÏ�, Ú¥� ºÁÏ� §»ÓßÏ}»�� §Ú
Ó��²Ó

Rating services  Ï}�� �´}§ºÓ-Ì}ð§»  }�§´§Úð — �.>. ��ÓÚ Ïß»Ó �++
}»� �+ (WßÌ�Ï§ÁÏ), � (�ï��´´�»Ú), Ú¥�» �, �, � (PÁÁÏ), � �ÁÏ
Ï� ß´}ÚÁÏð ÓßÌ�Ïé§Ó§Á», # �ÁÏ ´§Îß§�}Ú§Á». PÏ§é}Ú�, }»� »ÁÚ Ï� ß´}Ú��
�ð Ú¥� ?�+�

Waiver §Ó Ú¥� §»ÓßÏ�Ï  §é§»  ßÌ } Ï§ ¥Ú, Óß�¥ }Ó �}»��´´§»  }ÿ�Ï
}���ÌÚ§»  ´}Ú� Ì}ðº�»ÚÓ; estoppel ÓÚÁÌÓ §Ú Ú}²§»  Ú¥}Ú �}�² ÚÁ Ú¥�
§»ÓßÏ��’Ó ¥}Ïº. �ÁÚ¥ }ÌÌ´ð Á»�� Ú¥� ÌÁ´§�ð §Ó §» �ÁÏ��, »ÁÚ §»
ß»��ÏêÏ§Ú§» 
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Insurers, producers and underwriting
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