
LECTURE 3

TOPIC : PARTIES TO THE CONTRACT/ POLICY

3.1. INTRODUCTION
A contract of insurance is defined as an agreement entered into by different persons whether natural or legal who are competent to contract. This implies that the contract must be entered into with free consent of the parties also that the consideration must be lawfully. The parties forming the insurance contract are known as the insurer and the insured. This lecture introduces these two parties to the insurance contract or policy.


3.2.OBJECTIVES
To introduce you to the parties who form the insurance contract.
After reading this topic the reader should be able to explain the parties forming the insurance contract.

3.3.BODY
The insurance contract is formed by parties  who are the insurer and the insured/ assured  (http://Lawcommision.justice.gov.uk/docs/Note_on_disclosure_co-ins). Their relation is purely contractual and the proposal form is the basic contractual document.

i)Insurer
This is the party that assumes the risk of assuring the other party with the promise that he will pay or compensated the insured in case the insured peril happens (https://www.scribid.com/doc/142064052/REG-study-guide-4-21-20). This is mainly insurance firms which may be local companies or foreign companies. Local companies may be government owned such as National Insurance Company in Tanzania or private companies’ such Jubilee 
insurance company registered to run insurance business in Tanzania, some may be international companies. Insurance policies are not tangible commodities that are displayed for sale in the market, but a contractual service accessible from the agents of the insurance company after paying the agreed price that is known as premium. All insurance companies are working through a network of insurance brokers and agents throughout the country.

ii)Insured/Assured
This is a natural person or a legal person who with free consent or sometimes under compulsion of the law enters into agreement with the insurance company with the intention of being covered for a certain peril or risk. To be qualified to enter in this contractual agreement the party must have a capacity to contractual and a pecuniary interest to the subject matter of insurance. The basic element in insurance contract is the presence of insurable interest. This implies that the insured must have a pecuniary interest to the item to be insured, he can be either the owner of the property, mortgagor, trustee or a life tenant (http://schools.aglasem.com). The insurable interest that the insured must have, was defined in Lucena v Craufund (1806)2 BOS & PNR 269 HL “as an interest in a thing to whom advantage may rise or prejudice happen from the circumstances which may attend it” (http://scc-csc.lexum/scc-csc/en/item/190/index.do).


3.4. SUMMARY

Contractual relationship in insurance arises from the agreement between the parties to it.  That relationship is contractual and the basis of it is a proposal form. The parties to the contract ought to be competent to contract. They are known as the insurer and the insured or the assured. The insurer may be national local company such as the NIC and Zanzibar Insurance company in Tanzania or the national private companies or the foreign companies such as Jubilee. The insured or the assured can be a legal person or a natural person who is competent to contract.
3.5. REVIEW QUESTIONS

i) Mention and explain the parties in an insurance contract.

ii) Who is the insured and the insurer in an insurance contract.
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