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Liability Insurance
While property insurance is intended to protect a

policyholder's tangible property, liability insurance is designed
to cover a third party who has been damaged by a

policyholder.   
 

First, we will define and analyze the role of negligence in a
liability case.  

 
From there, we will explain the three degrees of legal liability

and how to defend a policyholder who has been falsely
accused of damages. 



Liability Insurance

Liability insurance always indemnifies a third party, never the
insured!
Legal liability can be determined outside of court

Liable – Obligated according to law or equity; responsible
Liability Insurance – Insurance that protects the policyholder
against any damage or injuries he may cause to another party



Liability Example
If a driver runs a red light and crashes into
someone in the process, it is clear that he is legally
liable for the damages he caused, because he
broke the law when he ran the red light. 

No court ruling is needed, and the liability
insurance claim can be settled according to the
insurance policy.



Liability Insurance
Covers
Liability insurance only covers people who are
listed as "insured" under the policy. So who counts
as an insured?  
Liability policies always list the “named insured”
first, and then go on to add others who are
considered "insured" according to the policy. 

Only covers people or organizations that are listed
as “insured” in the policy.



What is Negligence? 



Negligence Defined

Negligence is the legal cause of damages if the
negligent act directly caused those damages

Liability insurance indemnifies the third party for
the damages caused by the policyholder

Liability insurance never covers international acts
of wrongdoing on the part of the insured

Failure to use a reasonable degree of care in a
particular situation; includes both wrongful acts and
acts of omission



Negligence_____________________
Liability _______________________

Can You 
Define?



Negligence is the most important concept in understanding legal
liability. Accidents happen every day because people make
mistakes. The insurance industry views these mistakes as
"negligence."  

Negligence is defined as the failure to exercise a reasonable
degree of care in a particular situation, and it can either be an act
or the omission of an act. When negligence results in unintended
injury or damage to a third party, liability insurance protects the
policyholder by indemnifying the third party.   



For example, if Jack
runs a red light and
hits Sue's car, Jack's
liability insurance will
indemnify Sue for the
damages and injuries
caused by Jack's
negligence. 



Negligence
Liability insurance does not cover intentional

acts of wrongdoing on the part of the
insured. Intentional acts of wrongdoing are
specifically listed among the exclusions of a

liability insurance policy.  
 

On a previous slide, we considered an
example of an employee attacking someone

during a delivery. 
 

In this situation, the company's insurance
would only cover the incident because it was

the employee, not the employer, who
committed the intentional act of wrongdoing

 



Vicarious Liability



Vicarious Liability
The transfer of negligence from one
party to another

Often applies to:
employers: if Joe’s negligent act takes
place at work, his employer is
vicariously liable for his actions
Parents if Joe is under the age of 18, his
parents are vicariously liable for his
action



Vicarious Liability Example

Vicarious liability is common in the workplace between employer and employee.

For example, if an employee of a grocer leaves a mop lying across the floor of the
store, and a customer trips on the mop and suffers injury, both the employee and
the employer are negligent parties to the customer's injury due to the employer's
vicarious liability. 

Vicarious liability also applies to negligent acts committed by minors. Parents or
guardians of minors are held legally liable for their children's negligent behavior.



Vicarious Liability Example
The transfer of negligence
from one party to another

 
Often applies to:

employers: if Joe’s negligent
act takes place at work, his

employer is vicariously
liable for his actions

Parents if Joe is under the
age of 18, his parents are
vicariously liable for his

action



4 Elements 
of Negligence

 
How to Prove it...



Example
 

 A group of men who are licensed to use guns go on a hunting trip.The
gun company applied a warning in its manual cautioning users never to
aim the gun at a human being. At one point, Jim thinks his gun is empty

and jokingly shoots at Tom's left calf. 
 

Unfortunately, Jim was wrong and Tom suffers a bullet injury to the calf.
Because Jim did not obey the warning, he is liable for Tom's injury.The

negligent act caused the injury. 
 



Proving Negligence

Direct ResultBreach of
Duty

Loss SufferedLegal Duty

To summarize, proof of negligence must involve both a wrongful act and a loss, and that loss
must be a direct result of the wrongful act.   
If a claimant cannot prove all four elements of negligence, then negligence is not the cause
of his damages.



Legal Duty

Loss SufferedBreach of
Duty

Legal Duty

the defendant had a 
legal duty to 

act (or not act) 
in a particular manner.



Breach of Duty

Direct ResultLoss Suffered

Breach of Duty

Failure to Act



Loss Suffered

Direct Result

Loss Suffered

the plaintiff must have
suffered actual loss or

injury due to the
defendant's action or

inaction.   



Direct Result of Actions

Direct Result

the loss or injury to
the plaintiff must have
been a direct result of

the defendant's
breach of duty.   



Proving Negligence Example

Direct ResultBreach of
Duty

Loss SufferedLegal Duty

a group of men who are licensed to use guns go on a hunting trip. The gun company applied a
warning in its manual cautioning users never to aim the gun at a human being. At one point, Jim
thinks his gun is empty and jokingly shoots at Tom's left calf. Unfortunately, Jim was wrong and
Tom suffers a bullet injury to the calf. Because Jim did not obey the warning, he is liable for Tom's
injury.The negligent act caused the injury. 



the four elements of negligence

Direct ResultBreach of
Duty

Loss SufferedLegal Duty

a group of men who are licensed to use guns go on a hunting trip. The gun company applied a
warning in its manual cautioning users never to aim the gun at a human being. At one point, Jim
thinks his gun is empty and jokingly shoots at Tom's left calf. Unfortunately, Jim was wrong and
Tom suffers a bullet injury to the calf. Because Jim did not obey the warning, he is liable for Tom's
injury.The negligent act caused the injury. 

warning in 
owner’s 
manual

aimed & shot 
at Madden’s 

leg

Bullet 
wound

Travis shot 
Madden 

& caused injury



List the 4 Elements of Negligence
__________
__________
__________
__________

On the Exam
Understand the concept



Defenses for a
Negligence Claim



Contributory negligence
Comparative negligence
Assumption of Risk
Intervening Cause
Strict liability

The defenses against negligence that are
permitted to be use in a court of law are
determined by state law.

These defenses are:



Contributory
Negligence



Comparative
Negligence



Comparative
vs. Contributory

Negligence



Comparative
vs. Contributory

Negligence



Comparative
vs. Contributory

Negligence



Comparative ___________________
Contributory ____________________

What's the
Difference? 



Contributory negligence
Comparative negligence
Assumption of Risk
Intervening Cause
Strict liability

Negligence defenses are:



What is
Assumption
of Risk? 



What is
Intervening
Clause? 



What is
Intervening
Clause? 



Strict
Liability



What is 
Strict
Liability?



What is 
Strict
Liability?

A legal doctrine under which
liability is imposed with respect to

injury or damage arising from
certain types of hazardous

activities.
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