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y Insurance is a contract, which, like other contracts,
results only from.an offer and an acceptance«of.the offer. .. There ds &

conflict in| the authorities ‘@as (to whether legal ‘obligations arise only

®Janice E. Greider and William T.Beadles, Law and The Life

Insurance, p. 121,

¥ (1940} 70 N.D.122,283 N.W. 200.
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after a contract of insurance has been made, of whether in certain
circumstances a legal duty arises, from the relationship created during
the negatiationé between an applicant for insurance and the insurance
company, to act promptl§ upon the application; and to inform the applicant
whether the offer is accépted or rejected. Generally speaking there

are two main lines of decisions-dealing with these questions. According
to one view, the legalirelations between an applicant and the insurance
company " are fundamentally the/same as those between parties negotiating
any other contract and are purely contractual®; that"” mere delay, mere
inaction by an insurance jcompany. in passing on an application does not
constitute an acceptan€e or establish the relationship of insurer and
insured,” and that such delay or inaction does not constitute any breach
of duty by the insurance company. Thornton v. Natl, Council, 110 w.

va. 412,158 S.E. 507. According to this view, no duty arisea unless,
and until, a contract has been created; if there is no contract, there
is no duty, and consequently.there. is. no liability.on.the part of the
insurer hecauwse of any delay or inaction on its part in passing upon

the application, or in issuing or delivering the poliey.

The jothersline, ofsdecisions;helds«that an.insurance
company that has solicited and received a completed application for
insurance is under a legal duty to take prompt action on the application,
and that consequently such insurance company is liable in tort for
negligent delay in action upon the application, and notifying the applicant

in case the acplication is rejected.

In our opinion this latter line of decisions announces

the correct principle.
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