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The purpose of the research topic is to conduct an in-depth
study of the issues related to integrity and its protection in insur-
ance relations and to identify legal and practical problems that arise
in non-compliance with this principle. Consequently, the goal of
the topic is to analyze the mentioned problematic issues, highlight
them, and subsequently propose potential solutions and recom-
mendations for the benefit of readers.’

Integrity is the principle of civil turnover, therefore its solidity and
stability depend on the integrity of the participants in civil turnover.
“Integrity is not only a right but also an assumption of fulfilling a
duty, because integrity implies the action of the participants of the
civil turnover with consideration and responsibility, treating each
other with respect for the rights”;?

Consequently, since the insurance contract is a type of civil
contract, it is natural that the obligation to protect integrity is also
essential in relation to it;> Nonetheless, | believe that in the case of
insurance, protection of integrity acquires an even wider meaning
and implication. This is because the fundamental principle and core
of insurance contracts is based on the supreme trust between the
involved parties. Consequently, if the contracting parties fail to up-
hold the principle of integrity, it could cast doubt on the existence of
the insurance.

1 Soziashvili N. The principle of integrity in insurance relations, planning and design of a research paper, Thilisi, 2021. p. 2.
2 Supreme Court of Georgia, Chamber for Civil Cases, case #AS-1338-1376-2014, June 29, 2015.
3 Nino Khunashvili dissertation paper, Thilisi 2014, p. 9.
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INTRODUCTION

The relevance of the research topic is also de-
termined by the continuous growth and increasing
importance of the insurance sector. This is primar-
ily attributed to the rapid pace of global develop-
ment, where insurance has become an indispens-
able part of people’s daily lives and existence. For
instance, in the United States of America, there’s a
prevailing perspective that one cannot exist with-
out insurance. Therefore, the insurance industry
continues to evolve daily, and Georgia should be
no exception to this trend.

As previously mentioned, integrity is a principle
of civil law, and it naturally extends to insurance
law. Therefore, | believe it is important to eluci-
date the principle of integrity and its essence in
general: “As per the third part of Article 8 of the
Civil Code, participants in a legal relationship shall
exercise their rights and duties in integrity”* The
above-mentioned norm complements the part of
Article 361 of the same Code, which stipulates that
the obligation shall be performed duly, in integri-
ty, and at the time and place determined® and the
aforementioned includes the entire private law.

The principle of integrity in the legislation and
doctrine of modern developed countries is largely
related to moral standards. Integrity encompasses
sincerity, justice, and an honest attitude to fulfill-
ing “obligations”® In essence, it can be described
as a commitment to decency, with any breach re-
sulting in accountability.’

In continental European law, the principle of
integrity urges parties to fulfill their mutual obliga-
tions in integrity, based on mutual trust and faith.
This principle is analogous to assessing human
behavior in terms of moral qualities and interper-
sonal relationships based on the concepts of good
and evil.®

4 Supreme Court of Georgia, Chamber for Civil Cases, Case
No. AS-1338-1376-2014, June 29, 2015.
5 Civil Code of Georgia, Thilisi, 1997 (as of 01.11.2022).

6 Supreme Court of Georgia, Chamber for Civil Cases, Case
No. AS-1338-1376-2014, June 29, 2015.

7 Decision of the Supreme Court of Georgia of June 29,
2015 No. AS-1338-1338-2014.

8 Khunashvili N. Dissertation paper “Principle of integri-
ty in contract law”, University Publishing House, Thilisi
2014; p. 12.

THE EFFECT OF THE PRINCIPLE
OF INTEGRITY IN THE INSURANCE
CONTRACT

The principle of integrity in Georgian contract
law is not thoroughly explored, with very few ex-
amples of its interpretation in contractual norms
where the obligation to adhere to this principle
is established. Its essence is primarily dispersed
across various sections of the Civil Code, including
the chapter on insurance contracts. Thus, it is only
through a joint and complex study that we can de-
termine the principle of integrity in insurance re-
lationships. This underscores the relevance of the
research topic, highlighting the importance of in-
corporating foreign doctrine and judicial practice
to accurately define its essence and significance.

The principle of integrity in insurance law un-
doubtedly implies that both parties to the con-
tract, whether it's the insured or the insurer (insur-
ance company), must fulfill their obligations under
the insurance contract in @ manner that is charac-
terized by integrity, fairness, and honesty, as one
would reasonably expect from each other.

As it is commonly known, the primary distin-
guishing feature of an insurance contract is the
principle of uberrimae fidei,” signifying the utmost
integrity between the parties involved. This prin-
ciple expresses the essence of the insurance con-
tract itself, where the presence of an element of
risk is pivotal. It stems from the fundamental un-
certainty of whether an insurance risk will be “re-
alized” i.e. an insurance event. Consequently, the
parties are obliged to honestly disclose all perti-
nent and essential facts within their knowledge,
which may influence the terms of the contract or
its overall conclusion.®

When reviewing the concept of integrity with-
in an insurance contract, it's crucial to discuss the
accurate interpretation of when the insurance con-
tract becomes effective. This is significant because
it marks the point at which the insurance compa-
ny’s obligation to provide compensation to the in-
sured originates." And since the issue concerns the

9 Soziashvili N. Social and legal aspects of life insurance, sci-
entific journal, David Aghmashenebeli National Defence
Academy of Georgia, 2022. p.77.

10 Ibid, p.106.

11 Soziashvili N. Thematic seminar, Comparative-legal analy-
sis, social and legal aspects in insurance law, Thilisi, 2020.
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issuance of insurance compensation, it is natural
that the observance of the principle of integrity
acquires special importance, especially since the
above-mentioned issue is regulated quite imper-
fectly by the Georgian legislation.

According to Article 806 of the Civil Code of
Georgia, the insurance shall commence at 24:00
on the day the contract is entered into and shall
end at 24:00 on the last day of the contract peri-
od.”And according to Article 816 of the same code,
until the first or one-time insurance premium is
paid, the insurer shall be free from liability. As ob-
served, the aforementioned two articles exhibit
some inconsistency, potentially leading to practi-
cal challenges, for example, when a person signs
an insurance contract with an insurance company,
and the contract does not specify the exact time
of payment of the initial insurance premium, the
insurer planned to pay it after a few days, how-
ever, an insurance event occurred on the second
day after the contract was signed, Although the in-
sured had an expectation that the insurance con-
tract was concluded and he/she would receive the
insurance compensation, however, the insurance
company legally refused to disburse the insurance
compensation.

In the given example, it initially appears that
there is no evident unconscientious attitude on
the part of the contracting parties. Nonetheless,
considering that insurance contracts rely on the
utmost mutual trust and the principle of integ-
rity between the parties, the insurance company
should have, in the spirit of integrity, warned the
insured of the mentioned issue during the contract
signing process.

This is important because the insured probably
wasn’'t informed about it and likely had different
expectations as a result.

In summary, we can conclude that for the in-
surance contract to be established and become ef-
fective, there's a requirement for both Articles 806
and 816 of the Civil Code to coexist simultaneous-
ly. It would be beneficial if these two regulations
were consolidated into a single article, while also
specifying the timeframe within which the insur-
er must make the initial insurance payment, com-
monly known as the premium (ideally, this should
be determined on the same day as the contract

12 Civil Code of Georgia, 1997 (as of 01.06.2021).

signing). This step aims to simplify the contractual
arrangements between the parties and minimize
the potential for legal disputes in the future.

In this regard, the situation is different in Ger-
man law, which distinguishes three stages of the
beginning of insurance: the “formal” commence-
ment of the insurance, which coincides with the
conclusion of the contract by the parties, when all
essential conditions are agreed upon,” the “tech-
nical™ initiation of insurance, wherein the contract
is considered finalized based on the date specified
in the record or policy; and finally, the “material
start of insurance”, where the contract is consid-
ered to commence from the moment the insured
pays the insurance premium.

INSURANCE VALUE

When discussing the principle of integrity in in-
surance relationships, it is appropriate to consider
the issue of insurance value. This is because the
principle of integrity holds particular significance
in insurance law when evaluating the insurance
value.

The insurance value represents the monetary
amount at which an individual’s life or health is
insured. It is determined through an agreement
between the parties, considering the insured risk®
Meanwhile, an insurance assessment (or value) is
the evaluation of the insured object expressed in
monetary terms.® It's interesting to note that “while
property insurance restricts the insured amount to
the value of the insured object, in contrast to the
aforementioned, life insurance places no such lim-
itations. In the case of life insurance, the cover-
age is unlimited and is solely determined by the
agreement of the parties involved in the contract,
which is logical given the priceless nature of hu-
man life”” However, on the other hand, this flexi-

13 <http.//heconomic.wordpress.com/2010/07/12/ten-
giz-verulava-13/> [Last seen 07.07.2022].

14 <http.//elawjournal.wordpress.com/2012/02/05/cs-
Bm37306-06LG0ENE0L-Fo/> [Last seen 07.07.2022].

15 Soziashvili N. Social and legal aspects of life insurance, sci-
entific journal, David Aghmashenebeli National Defence
Academy of Georgia, 2022. p. 78.

16 Dzagnidze D. The meaning of the insurance premium in
the insurance contract, Thilisi, “Individual and Constitu-
tion” journal, N3, 2003, p.71.

17 Soziashvili N. Social and legal aspects of life insurance,

“LAW AND WORLD*



bility that we enjoy in setting the insurance value
for personal insurance carries a certain element
of risk, for instance, in the case of life insurance,
when insurance is carried out within the limits of
a substantial sum insured, the risk of artificial-
ly (unfairly) causing an insurance event naturally
increases, which primarily endangers the insured
and their life. In such a case, obviously, we have
the composition of the crime, which is punishable
by law, but to protect the insured’s life and health
from such cases as much as possible, | believe it
is necessary for the legislator to define the scope
of the insurance value even more strictly, and in
each specific case, before signing the insurance
contract, a thorough analysis, study, investigation,
and personalized approach to each insured object
should be conducted prior to signing the insurance
contract, we can also use an illustration from the
United States, where if an individual consumes
even a few cigarettes daily, or half a pack, they are
categorized as smokers and may not be able to
sign a life insurance contract with the company at
all,® or receive it but within the limits of another
insurance amount (far more expensive or more in
a smaller amount than in the case of a non-smok-
er)’®

In addition to this unique aspect, “insurance
companies in the United States typically collabo-
rate with specialized medical institutions before
concluding a life insurance contract. These insti-
tutions serve as information centers regarding in-
dividuals who have applied for life insurance from
other participating companies”.?°

A noteworthy aspect is that the insurance com-
pany has the authority to seek information about
the prospective policyholder from their physician
before finalizing the insurance contract? This
practice provides an added layer of protection for
both the insurer and the insured. | believe that
this meticulous and thorough approach sets a high
standard for insurance practices in this country,

scientific journal, LEPL David Aghmashenebeli National
Defence Academy of Georgia, 2022. p. 78.

18 Ibid. p. 79.

19 Ibid. P. 79.

20 Soziashvili N. Social and legal aspects of life insurance, sci-
entific journal, David Aghmashenebeli National Defence
Academy of Georgia, 2022. p. 79.

21 <http.//www.usa.gov/Citizen/Topics/Health/HealthInsur-
ance.shtm> [Last seen 23.05.2023].

and it would be beneficial to consider incorporat-
ing a similar approach into our legislation.

INSURANCE RISK

Insurance risk is one of the main foundations
of the insurance relationship. It refers to the sit-
uation outlined in the contract, the occurrence of
which could result in the insurer’s loss or reduc-
tion of their property interest. 2 These events are
primarily characterized by the fact that the parties
to the contract can assume only the possibility,
probability, and not the inevitability of its occur-
rence. In relation to the assessment of insurance
risks, insurance companies, as a rule, have devel-
oped for a specific type of insurance, written ques-
tionnaires about the circumstances of the risk. It is
the insurer’s responsibility to provide an accurate
answer to this questionnaire. In relation to this, Ar-
ticle 810 of the Civil Code stipulates the following;
“If the insured was required to respond to written
queries about the circumstances of a danger, the
insurer may terminate the contract for the failure
to communicate the circumstances, which, though
not inquired about, were intentionally withheld by
the policyholder”.? This means that the insured is
obliged, in integrity, to inform the insurance com-
pany about a danger that no one inquired about
but of which the insured had specific knowledge,
and deliberately and unconscientiously concealed
such a fact.

The article mentioned above undeniably safe-
guards the principle of integrity in insurance rela-
tionships. Violating this principle can undermine
the very foundation of the insurance system, as
the essence of insurance lies in the parties having
only the probability or assumption of an insured
event occurring. This assumption is the main dis-
tinguishing feature of an insurance contract from
other types of contracts, and naturally, if the par-
ties fail to uphold the principle of integrity in as-
sessing insurance risk, we will not have an insur-
ance contract.

22 Soziashvili N. The effect of the principle of integrity in the
insurance Contract, paper, Thilisi, 2023.
23 Civil Code of Georgia, Thilisi, 1997 (as of 01.11.2022).
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CONCLUSION

As a result of the research, the special impor-
tance and influence of the principle of integrity in
the insurance contract was highlighted. While this
principle may not be explicitly defined by legal
regulations, this principle holds such significance
in insurance relationships that it can be regarded
as the primary and fundamental foundation for
the formation of insurance contracts.

While working on the paper, a comparative-le-
gal analysis was conducted, primarily focusing on
foreign countries, particularly in relation to the
United States of America. As a result, it was deter-
mined that it is appropriate to incorporate a re-
quirement to protect the principle of integrity in
the legal norms governing insurance relations, and
it is also important to instruct the parties to an in-
surance contract to act with integrity towards each
other.

It is crucial to emphasize the importance of
safeguarding integrity when calculating insurance
risk and value. In this context, it would be benefi-
cial for the legislator to consider practices in the
United States of America and adapt them to the
specific needs of the Georgian population in our

legislation, although not necessarily identical to
those in the aforementioned country.

As it is well known, the legislation undergoes
certain changes along with the development of
the country, which is a natural process. Neverthe-
less, | believe that the insurance law lags behind
other agreements outlined in the Civil Code. This
is primarily due to the continuous growth of the
insurance sector, as previously mentioned. It is ev-
ident that the applicable law in Georgia “On Insur-
ance”, including those in the Civil Code, no longer
adequately addresses the contemporary demands
of the insurance market. Consequently, this defi-
ciency leads to complex insurance relationships.
This is why it's crucial to undertake the so-called
“modernization” of insurance legislation and es-
tablish a strong foundation for the country's prog-
ress. For example, | propose consolidating Articles
801-816 into a single provision to accurately define
the commencement of the insurance contract’s ef-
fectiveness. Additionally, it would be beneficial to
specify the time for the payment of the initial in-
surance deposit (premium).

Based on all of the above, | believe that this
field requires revision and refinement by the leg-
islator.
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