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ABSTRACT

This study has examined the policyholder's disclosure of substantial material facts and
tied it to its effect on the insurance company's obligation to compensate him/her for
damage/ loss. The policyholder's duty is to disclose all essential information/data in the
insurance policy contract in line with its most important aspect principle: principle of
good faith. He must act in good faith to enable the insurer estimate the compensation
amount for damage incurred based on policyholder's information provided earlier to the
insurance company and its experts. Therefore, the policyholder's disclosure of

information must have an effect on the insurance company's commitment.

This duty of the policyholder enables the insurer to estimate compensation amount
which he/she deserves as a compensation for the loss he/she incurred. If the
policyholder acted in bad faith by providing the insurer with false/untrue information
or has hidden some essential information, and if that disclosed information had an
effect on estimation of damage and amount of compensation, then the insurance
company would have the right not to compensate him/her by adding a condition: drop
of commitment for compensation. In addition, the company would have the right to
rescind the insurance policy contract (make it void). Against this backdrop, the
researcher in this study addressed the policyholder's duty of disclosure and its
subsequent effect. In chapter one, the researcher introduced the idea of duty disclosure
of information which the insurer asks for, the nature of this information, when it's
considered essential to apply the effect in case of its non-disclosure. In chapter two, the
researcher dwelt on the effect resulting from non-disclosure of essential information:
insurance company's abstinence from compensation, possible settlements/penalty which
the lawmaker has enacted/imposed and ones which the policyholder chooses to
guarantee bringing back the balance to the contract and continue the contractual

relationship.



The lawmaker has enacted these rights for the sake of insurer and the penalty for the
policy maker in order to avoid termination of the contract and its risks. This contravenes
the basic goal of insurance companies: keeping their clients and exploring other
alternatives away from contract termination and its subsequent financial problems and
claims, perhaps judicial, pertinent to getting back the insurance premium of the
subsequent period of the contract in some cases and previous payment in other cases.
The researcher devoted chapter three to explanation of these cases which allow the
refund of insurance premium. In the last chapter, the researcher reports the results of the
study and offers recommendations and suggestions to settle the problem of non-

disclosure and address its consequences.

Key words: Disclosure; obligations; policyholder; insurance; penalties.



