
LECTURE: 7
 FIRE INSURANCE

7.1. INTRODUCTION
The word fire as applied in fire insurance contracts is used in its ordinary accepted meaning to denote fire that has busted boundaries. In that context fire denotes emanation of heat and light by burning. Fire may broke out in any place, any time, be it in homes, working places, in heavy production plants, factories and in other businesses as well. The law on fire insurance was invoked so as to prove cover and provide protection to all the people who will insure their properties under fire insurance policies through compensation or indemnification.


7.2. OBJECTIVES 
To introduce reader to the basic principles of fire insurance, and the reader after reading this lecture he should be able mention and explain the principles of fire insurance.



7.3. BODY
CONTRACT OF FIRE INSURANCE
This is a contract of indemnity in which the insurance company assumes the risk of covering the properties of the insured against fire. On the other hand insured consent to pay the premium and the insurer in consideration to it; he promises to reimburse the insured on the happening of the fire accident which causes loss in the period of the policy. The policy document specifies clearly the amount that the insured may claim in happening of the loss. The amount is agreed upon and fixed when concluding the contract.
. 
CHARACTERISTICS OF FIRE INSURANCE

i) This is an agreement of indemnity which means that its essence is to indemnify the insured in the happening of the loss.
ii) This is an agreement which requires utmost good faith or ubberimae fidei .
iii) It is mandatory for this type of a policy for the insured person to have insurable interest on the insured property in time of taking the contract and it should also subsist during the time of loss. 
iv) The peril protected against by a fire insurance policy is a peril that may be a result of fire insurance.
v) It is guided by principle of subrogation and contribution.
vi) It is a contract renewable annually.
FORMATION OF THE CONTRACT
Fire insurance contract is formed through the procedure of filling the proposal by the one who needs insurance protection, and if the insurer accepts the proposal, a contract is created. The insurance applicant fills the proposal which is a standard form contract, and then pays the calculated and agreed premium to the insurance company. The contract is supported by issuance of the policy by the insurance company.
TYPES OF FIRE POLICIES
There are mainly four types of fire insurance policies. These are;  

i) Specific policy- This is policy is created through under insurance. It provides protection to the properties that are insured against fire to a certain extent only which is a specific amount, less than the actual value of the property. It does not intend to provide fully compensation in case of loss.
ii) Comprehensive policy- it is a policy that provides fully protection to the properties of the insured against any type of risk, be it fire, burglary, theft and many others. It is also known as all in one policy or standard policy.

iii) Valued policy- it is a policy that provides protection to the insured property, but the amount payable in the happening of the peril insured against is decided and fixed when the policy is taken and it may not be the actual value of the property. If the loss happens the agreed amount will be payable regardless of the amount of the loss.
iv) Floating policy –is a policy which covers the unpredictable risks of a number of goods which are found at different places ready to be supplied to different markets against loss by fire. The policy is bought under one sum and one premium is paid by the insured who has goods I different warehouses and docks.
7.4. SUMMARY
A fire insurance contract is a type of agreement in which the insurance company promises that in return of the premium paid it will reimburse the insured in the happening of the damage or injury arising from the peril insured against, which is fire in the time of the policy. This contract is governed by the principle of utmost good faith, it intends to indemnify the insured, and it requires insurable interest on the part of the insured when entering into contract and in the time of the loss.   Under this contract the risk covered by the insurance is the loss resulting from fire. It is guided by the doctrines of subrogation and contribution. It is a contract that is renewable annually.   
7.5.  REVIEW QUESTIONS
i) What are different types of fire policies?
ii) What are the essential features of a fire insurance contract?
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