
Attorney-In-Fact

A person to whom authorization is given
by an individual to exchange insurance
with other persons. Always present in a

Reciprocal Insurance Company.

Transfer
A risk management tool that handles the

risk by transferring the risk to the insurance
company.

Trust

A legal arrangement in which property
(such as money) is held by a person or
corporation (trustee) for the benefit of

others (beneficiaries). The grantor (person
who transfers the property to the trustee)

gives legal title to the trustee, subject to the
terms set forth in a trust agreement.

Material Misrepresentation
A misrepresentation that would have been
important or essential to the underwriter's

decision to issue the policy

Cancelable

A contract of insurance that may be
terminated by the insurance company or

insured at any time. Virtually every form of
insurance is cancelable (unless state law

prohibits such action) except life insurance
and those health policies designated as

Guaranteed Renewable or Non-cancelable
and Guaranteed Renewable.



Legal Purpose

The legal element of a life and health
contract that states that the insured must
have a legal purpose to enter into a valid

contract.

Cancellation

Termination of contract of insurance in
force by voluntary act of the insurance

company or insured, affected in accordance
with provisions in the contract or by mutual

agreement.

Claim
A demand for payment under the insurance

policy.

Medical Examination
Examination by a physician on behalf of an
applicant for insurance or in substantiation.

Misrepresentation

The use of written or oral statements of the
insured or insurance company that

misrepresent the risk, terms, coverage,
benefits, privileges, or estimated future

dividends of any policy.



Mode Premium

Premium paid according to the Mode of
Payment selected by the policyholder, that
is, monthly, quarterly, semi-annually, or

annually.

Moral Hazard
A condition of morals or habits that

increases the probability of a loss from a
peril.

Underwriter

A person, such as an insurance company
employee, who evaluates a risk, decides on

its eligibility for coverage (accepts or
rejects the risk), and determines the
appropriate rate. The term is also

sometimes loosely used to refer to an
insurance agent.

Legal Reserve

The amount required, as a reserve, to pay
claims and benefits using the mortality

table and a maximum assumed interest rate
prescribed by state law.

Policyholder
The person who has the right to exercise

the privileges and rights in the policy
contract.



Endorsement
A form attached to an insurance contract
changing part of the contract. Sometimes

called a rider.

Entire Contract

A mandatory provision of both life and
health that states the entire contract is made

up of the policy and a copy of the
application.

Claims Forms
A mandatory provision in health insurance
that states the length of time the insurer has
to send claim forms to the insured: 15 days.

Conditions
The part of an insurance contract setting

out the responsibilities of both the Insured
and the Insurer

Estoppel
A legal principal based on fairness that

prevents someone from enforcing a legal
right he or she would otherwise have.



Earned Premium

That portion of the premium for which
policy protection has already been given

during the now-expired portion of the
policy term.

Effective Date
The date on which an insurance policy or

bond goes into effect and from which
protection is furnished.

Pre-existing Condition

A medical condition that existed before the
policy was issued that required medical

advice or treatment, or caused symptoms
for which an ordinarily prudet person

would seek medical advice or treatment.

Evidence of Insurability

Any statement or proof of a person's
physical or mental health, personal

character, occupation, living habits, etc.,
affecting the insurance company's

acceptance of an applicant/proposed
insured.

Insurablity
Acceptability of an applicant for insurance

to the insurance company.



Underwriting
The process of evaluating a risk for the

purpose of issuing insurance coverage on
it.

Limited Policies

Health insurance policies that restrict
benefits to specified accidents or diseases.

Examples of limited policies are travel
accident policies, dread disease policies,

and ticket insurance.

Exclusions

Loses that are not covered. Life policies
usually only exclude suicide. Health

policies on the other hand contain many
exclusions, losses due to pre-existing

conditions, suicide, war, hernia,
self-inflicted intentional injuries,

pregnancy, etc.

Unearned Premium

That portion of an advance premium
payment that has not yet been used for

coverage written. Thus, in the case of an
annual premium, at the end of the first

month of the premium period,11 months of
the premium would still be "unearned".

Reserve

The amount that, when increased by future
premiums, will enable the company to meet

the future death claims that will arise
because of those contract of insurance.



Loading
The amount added to insurance cost to

cover the operating expenses of the insurer.

Vested

To be the property of some particular
person(s); a vested interest cannot be

denied to a vested individual wthout his or
her consent. For example, in a vested

pension plan, the rights to benefits cannot
be denied to employees, even if they leave

the plan.

Rider

A form attached to a policy that modifies
the conditions of the policy by expanding

or decreasing its benefits or excluding
certain conditions from coverage.

Premium
1. Consideration for the insurance.

2. Periodic payment made to keep a policy
in force

Experience
The loss record of an insured, a class of

coverge, or an insurance company



Insurance

A contract or device for the transfer of pure
risk to an insurer, who agrees, for a
consideration, to indemnify or pay a

specified amount for losses suffered by the
insured.

Insurance Policy
A contract, a legal document, which

establishes the terms of agreement between
the insurer and insured.

Risk

The uncertainty of loss that exists
whenever more than one outcome is

possible. In the area of life insurance, death
is certain, but time of death is uncertain.

Waiting Period

In group insurance, the Waiting Period is a
period of time before a person is eligible to

join the group plan. In disability income
insurance, the Waiting Period is another

name for the Elimination Period.

Loss
An unpredictable reduction in the quality,

quantity, or value of something. For
example, bodily injury, disease, death, etc.



Fiduciary

A person who occupies a position of
special trust and confidence (for example,
in handling or supervising the affairs or

funds or another)

Risk Selection
The process of selecting insureds with a

normal life expectancy.

Primary Beneficiary
Named beneficiary first to receive proceeds

or benefts, if living, when proceeds or
benefits are due.

Insured

The party to an insurance arrangement of
whom, or on behalf or whom, the insurance

company agrees to indemnify for losses,
provide benefits, or render service. In

Prepaid Hospital Service plans, the insured
is called the subscriber.

Waiver

The relinquishment of a right or privilege.
In insurance, waiver can take the form of a

provision or rider (such as a Waiver of
Premium), or it may occur if a party simply

does not enforce his or her right.



Loss Ratio
The cost of claims paid as compared to the

premiums collected for the coverage.

Self-Inflicted Injury
An injury to the body of the insured
inflicted by the insured, usually not

covered.

Franchise Insurance

A group life or health insurance plan for
very small groups (usually 3 to 10

members). With Franchise Insurance, an
individual policy is issued to each member
of the group and individual underwriting is
done. Formally called Wholesale Insurance

in the life insurance area.

General Account
An account that contains the regulated, or

guaranteed, funds of a life insurance
company.

Pro Rate Cancellation
The termination of a contract with premium
charge being adjusted in proportion to the
exact time the protection has been in force.



Proof of Loss

A formal settlement by the insured to the
insurance company regarding a loss. The
purpose is to place before the company

sufficient information concerning the loss
to enable it to determine its liability under

the policy.

Insurer
The insurance company assuming risk and
agreeing to pay claims or provide services.

Standard
A risk that meets the same conditions of
health, physical condition, and morals as

the tabular risks on which the rate is based.

Standard Non-forfeiture Law

A law adopted by most states that provides
that any cash-value accumulation or its

equivalent must be made available to the
policy holder should he or she stop paying

the premiums.

Protection
Term used interchangeably with the word
"coverage" to denote insurance provided

under the terms of a policy.



Standard Provisions

A set of statutory provisions required by
most states to be included in every health
policy issued. Also called Uniform Policy

Provisions or Mandatory Policy Provisions.

Group Contract

A contract of insurance made with an
employer or other entity that covers a

group of people identified as individuals by
refernce to their relationship to the entity.

Group Insurance

Life or health insurance that covers a group
of persons under just one policy(called a
Master Contract). The group must have
been founded for a purpose other than to
obtain insurance. State law determines

what types of groups are eligible.

Mortgage Insurance Policy

In Life and Health insurance, a policy from
which the benefits are intended to pay off
the balance due on a mortgage or meet the
payments on a mortgage as they fall due

upon or after the death or disability of the
insured.

Net Cost
Premiums paid minus cash value and any
policy dividends paid as of the date the

calculation is made.



Hazard

Any factor tending to make a policyholder
a less-desirable risk for the insuring
company. May be physical or moral

(health, occupation, dangerous sports,
criminality, immoraltiy).

Health Insurance

Is the broad term for the branch of
insurance that includes all types of

disability income, medical expense, and the
accidental death and dismemberment

coverages due to accident or sickness. It is
also known as accident and health

insurance.

Rating Services

These are not insurance companies. They
assess the financial strength of a company

based on that company's claims,
experience, reserves, management, and

other factors.

Reinstatement Provisions

How the policy owner can reinstate a
lapsed policy: In life insurance, the
policyowner can reinstate within a

specified period by providing proof of
insurability and payment of all past due
premium plus interest. In health ins the
company may, accept past due premium

and reinstate the policy.

Net Premium

Net Premium = Risk - Interest. In
calculating premium rates, Net Premium is

the estimated cost of claims (risk) less
interest to be earned ( a credit because the
premiums are paid in advance). Expenses

are not calculated into a net premium.



Other Insurance
The existence of another contract covering

the same interest and perils.

Eligibility Period

The period following the Probationary
Period during which the employee is

eligible to obtain non-medical coverage
under there Group Life plan.

Elimination Period

The time an insured must wait and a
covered disability must continue before
benefits will be paid. Associated with a

disability income policy.

Hospice Care

A public agency or private organization
that is primarily engaged in providing pain

relief,symptom management, and
supportive services to the terminal ill and

their families.

Incontestable Clause

A mandatory provision for life and health
policies that limits the amount of time

(usually 1 to 3 years) that an ins company
can rescind a policy or contest a claim due
to misrepresentation or concealment on the

application, except for non payment of
premium (or fraud, in many medical

expense policies).



Reinsurance

The sharing or spreading of a risk that is
too large for one ins company to accept.

Transferring part of the risk to another ins
company called a reinsurer does this.

Indemnify
To restore the victim of a loss, in whole or
in part, by payment, repair, or replacement.

Indemnity

Insurance is designed to restore the
policyholder to the same financial

condition enjoyed prior to a loss. The intent
is to cover the amount of the actual loss
only and to avoid paying amounts that
allow an insured to profit from a loss

situation.

Renewal
The continuation in full force and effect of

a policy that is about to expire.

Malingering
A term used to describe an insured who is

profiting from insurance.



Manual Rates

Insurance rates according to a company
Rate Manual and which will vary from
company to company. Can also refer to
rates developed by the application of a

recognized rating plan. Often called
Standard Rates.

Owner

The owner is the person who has all the
rights contained in the policy such as the

right to cash in the policy, the right to
assign the ownership to another person, etc.
The owner is designated on the application
by the applicant and may or may not be the

insured. Also called policy owner.

Policy

A written contract between the insurance
company and the policy owner. The policy,
the riders, and a copy of the application, if
attached constitute the entire contract of

insurance.

Insuring Clause
The clause in a policy that specifies, in
brief, the contract's intent and benefits.

Stated Amount Contract (also called a
value contract)

A policy that pays a specified amt to the
insured or beneficiary regardless of the amt
of the actual loss sustained by the insured.
These policies have a face value, which is
the amt that will be paid in the event of a
loss. Life insurance and disability income

policies are stated amount contracts.



Administrator
Person appointed by a court to settle a
deceased's estate, sometimes called an

executor.

Interim Insuring Agreement (Examples are
Conditional Recept and Acceptance.)

An agreement separate from the policy that
may be used to speed up coverage for the

insured before actually receiving the
policy. Interim Insuring Agreements

require payment of the first premium, but
do not guarantee that a policy will be

issued.

Substandard Risk

A risk that is below the standard or
average; high risk. A person who is a

substandard risk, if covered at all, is issued
a rated policy.

Unauthorized Company
An insurer not permitted to sell insurance

withine a state, except for Surplus Lines or
Reinsurance.

Rebating
An unfair trade practice involving the

rebate of commissions to clients to induce
them to buy or keep a policy.



Fraud

An intentional misrepresentation made by a
person with intent to gain advantage, and

relied upon by a second party that suffers a
loss.

Director

A public official in charge of a government
agency. A director of Insurance is the head

of a state insurance department and is
charged with the supervision of the

insurance business in the state and the
administration of the state's insurance laws.
Called Superintendent or Commissioner in

some jurisdictions.

Agent Misrepresenttion
An unfair trade practice in which an agent
twists or misrepresents policy features to

induce the applicant to buy.

Unfair Discrimination

An unfair trade practice involving
discrimination against certain sects of

people with regard to premium rates and
availability of insurance.

Twisting

Knowingly making any misleading
statement or incomplete or fraudulent
comparison of any ins policies or ins

companies for the purpose of inducing a
client to allow to lapse, forfeit, surrender,
terminate, assign, borrow on, or convert
any ins policy or take out a policy with

another insurance company.



Insurance Superintendent
Common title for head of a state

Department of Insurance.

Fair Credit Reporting Act

A federal law with the purpose of
protecting consumers' credit history. The

Act requires written notification to an
individual whose credit is to be

investigated; sets out specific guidelines to
the credit reporting agency concerning the

collection and distribution of credit
information.

Controlled Business

An insurance account that an agent or
broker can control by virture of personal

influence with the buyer. The definition of
"controlled business" is insurance that you

write on your immediate family, your
employees, or your own company.

General Agent (GA)

An individual appointed by an insurer to
administer its business in a given territory.
Responsible for building the agency and

service force. Compensation is on a
commission basis, although there may be

additional expense allowance. Often called
a Managing General(MGA)

Implied Authority

Power that is not specifically granted to an
agent in the Agency Agreement, but that an
agent can imply or assume to have. Implied

authority is necessary to perform the
day-to-day activities of an agent. An

example is the power to take a personal
check rather than cash in collecting the first

premium.



Law of Large Numbers

A principle stating that the larger the group
size, the more accurately the experience of
that group can be predicted;a fundamental

statistical principle for establishing te
actuarial tables used by insurance

companies to predict losses.

Agent's Authority

The power specifically granted to the agent
in the agency contract and/or the power

that the public may reasonable expect the
agent to have. The agent's authority
virtually never includes the power to

change or waive the provisions of a policy,
to alter an application, to make an

amendment, or add a rider to the contract.

Aleatory Contract

A contract in which one party (such as the
insurance company) is only obligated to
pay if a fortuitous event occurs and in
which one party may obtain far greater

value under the agreement than the other.
An insurance contract is an aleatory
contract as there may be an uneven

exchange of values.

Doctrine of Utmost Good Faith

The ins comp and the policy owner each
have a duty of good faith and fair dealing.
Neither party may do anything that would
injure the right of the other party to receive

the benefits of the agreement. The comp
relies on the insured to tell the truth and the

insured relies on the comp to honor the
promises it makes in the policy.

Alien Company
An insurer whose home office is in another

country, yet is authorized to transact
business in the state.



Apparent Authority

Power that the public reasonably assumes
an agent to have, whether or not the agent

actually does. An agent can bind the
company by acting under apparent

authority even if the agent does not have
the actual (express or implied) authority to

do so. An agent is subject to a possible civil
suit to recover damages.

Nonresident Agent
An agent licensed in a state in which he or

she is not a resident.

Offer

A necessary element in the formation of a
contract. The legal offer may be made by

(1) the applicant, by submitting an
application and paying the 1st premium, or
(2) the co, where no premium payment has
been submitted with the app, by del of the

policy as applied for and request for
premium paym.

Authorized Company
An insurer permitted to sell insurance

within a state. Must obtain a Certificate of
Authority from the Director.

Lloyd's of London

An English institution within which
individual underwriters or groups of

individuals accept insurance risks. Lloyd's
provides the support facilities for such

activities and is not, in itself, an insurance
company.



NASD National Association of Securities Dealers

National Association of Securities Dealers
(NASD)

A national organization, operated under the
supervision of the Securities and Exchange
Commission (SEC),which was established
to represent the securities industry with the
SEC; the NASD sets big moral and ethical
standards in securites trading, establishes
and enforces rules in securities trading.

Contract
A legal agreement between two parties for
consideration, such as an insurance policy.

Solicitor
A person who finds insurance prospects for

an agent or broker.

Acceptance
A necessary element in the formaton of a
contract; the acceptance is the complete

assent to an offer.



Broker

An individual who represents an applicant
in negotiating an insurance contract.
Normally represents many different

companies at the same time.

Stock Compay

A company owned primarily by the holder
of the capital stock. This company does not

pay dividends to its policyholders. Also
known as non-participating company.

Contact of Adhesion

Insurance, a contract in which the buyer
must accept the established policy form

offered by the company. Because the
company is entirely responsible for drafting

the policy, any ambiguities in the policy
will be resolved in favor of the policy will
be resolved in favor of the policyowner.

Admitted Company

An insurance company licensed to do
business in a particular state. The

company's license is called a Certificate of
Authority and issued by the state's

Department of Insurance. Also called an
Authorized Company or a Licensed

Company

Agent

The individual appointed by an insurance
company to solicit, negotiate, effect, or
countersign insurance contracts on its

behalf.



Counteroffer

In the process of forming a contract, if the
first party makes an offer that is

unacceptable to the second party, the
second party can suggest another

alternative, which is called a counter offer.
There is not limit to the formation of a

contract.

Domestic Insurance Company
A company is a domestic in the state under

whose laws it was organized.

Uniform Policy Provision Law (UPPL)

A set of 12 required and 11 option model
health insurance policy provisions drafted

by the NAIC. The Provisions must be
included in every individual (not group)
health policy. They set out the working

relationship between the policy owner and
the ins company and spell out the rights

and obligations of the parties.

Debit Agent

An agent who sells Industrial Insurance.
Generally, a Debit Agent sells small

amounts of coverage house to house in a
limited territory and collects premiums on a

regular weekly or monthly basis at the
policyowner's home.

Non-participating
Insurance that does not pay policy

dividends. Sometimes called Non-par.



Competent Parties

Those individuals who have the legal
capacity to enter into insurance contracts.
Those considered not competent include

minors, mentally insane, individuals under
duress, intoxicated or influenced by illegal

drugs, or enemy aliens.

Executory Contract
Life insurance contracts are executory in

nature because something prescribed in the
contract remains to be performed.

Non-admitted Company
A company not licensed to do business in a

particular state. Also called an
Unauthorized Insurer.

Nonprofit Insurance Companies

Companies organized under special state
laws to supply medical-expense insurance,
usually on a service basis. "Blue plans" are

an example.

Consideration

The exchange of value on which a contract
is based. In life and health insurance, the

consideration is the premium and the
statements in the application.



Mutual Insurance Company (Insurer)

An incorporated insurance company whose
governing body is elected by the policy
holders. The policyholders share in the

success of the company through possible
receipt of dividends.

Participating Insurance Policy

A plan of insurance normally issued by a
mutual company or a fraternal benefit

society under which the policyowner is
paid policy dividends, which is a return of

unneeded premium (overcharge). A
company, which issues this type of policy,

is a Participating Company.

Unilateral Contract

A contract, such as an insurance policy, in
which only one party makes a promise. The
ins company makes a promise contained in

the policy that the policy owner can
continue the coverage in force by paying
premium (no promise is required on the

policy owner's part to forever pay
premium).

Warranty

A statement made on an insurance
application that is warranted to be true in
all respects. If untrue in any respect, the

contract may be voided without regard to
the materiality of the statement. Statements
on life and health insurance applications, in
the absence of fraud, are not warranties but

representations.

Dividend
The return of part of the premium paid for

a participating policy.



Direct Writer

An insurance company that sells its policies
through licensed agents who represent the

insurer exclusively, rather than through
independent local agents, who represent

several insurance companies.

Expressed Authority
The power expressly or specifically granted

in writing to the agent in the Agency
Agreement.

Foreign Company

A company is considered to be a foreign
company in any state other than the one in
which it is incorporated or chartered, but

within the United States or its possessions.

Fraternal Benefit Society

An organization that provides life and
health insurance benefits to members of a

fraternity or lodge. Fraternals usually
receive favored treatment under regulatory
and tax laws, but are operated much like a

mutual insurance company.

Attained Age The present age of the insured.



Concealment
The withholding of facts by an applicant
for insurance that materially affects an

insurance risk or loss.

Preferred Risk

In life insurance, a person whose physical
condition, occupation, mode of living, and

other characteristics indicate an
above-average chance for a long life.

Original Age
The insured's age when the policy was

initially purchased.

Free Look Provision

A life or health ins policy provision,
usually required by law, which gives the
policy owner a stated number of days to

review a newly issued policy. If dissatisfied
with the policy for any reason, the policy

owner can return it to the ins company
within the stated period of time for a 100%

refund. Called the Right to Examine.

Business Insurance
Life or Health insurance written to cover

business situations such as key person, sole
proprietor, partnership, corporations, etc.



Actuary
One concerned with the application of

probability and statistical theory to
insurance.

Medical Information Bureau (MIB)

An organization serving as a clearing house
of medical information on risks reported to
it by insurance companies that are members

of the service and reported to them as a
source of underwriting information on

applicants.

Mortality Table

A statistical table that, based on age and
sex, states the life expectancy of persons

and the percentage of persons in any given
group who are expected to die. Mortality
tables are used in the computation of life

insurance rates.

Conditional Receipt

Called a "binding receipt". It provides that
if premium settlement accompanies the

application, coverage shall be in force from
the date of application (whether or not the
policy has yet been issued) provided the

insurance company would have issued the
coverage on the basis of facts as revealed

by the application.

Conditionally Renewable

A contract of health insurance that provides
that the insured may renew the contract to a
stated date or an advanced age, subject to
the right of the insurer to decline renewal

only under conditions defined in the
contract.



Split Dollar Plan

A non-qualified retirement plan using life
insurance as a vehicle. the employer and
the employee split both the premium and

the proceeds.

Buyer's Guide

The information booklet that must be given
to the applicant before accepting a

premium, to assure that the applicant can
make an informed decision when buying

insurance.

Adverse Selection

Selection against a company; the tendency
of less favorable insurance risks to seek or
continue insurance to a greater extent than
better risks. Also, the tendency of a policy

owner to take advantage of favorable
options in issuance contracts.

Rate
The per-unit cost of insurance. Life

insurance is rated based on units of $1,000.

Rated Policy

An insurance policy issued to a person who
is substandard risk and is billed at a
premium rate that is higher than that

charged for a standard risk.



Insurable Interest

Is generally a financial interest in the life of
another person, but may also be an interest

existing between family members. Ex. a
creditor has an insurable interest up to the
amount of the debt in the debtor; business
partners have an insurable interest in each

other; an employer has an insurable interest
in a key employee.

Applicant
The party making application to the
insurance company for the policy

Cross-purchase Plan

A method of funding a Buy-Sell
Agreement where each partner in the

company buys a policy on each of the other
partners. If there are three partners, six

policies are purchased.

Insurance Age

An age upon which current premium rates
may be established. It is commonly based
on age at last birthday, age next birthday,

or age at nearest birthday.

Buy-Sell Agreement
A contract that establishes what will be

done with a business in the event an owner
dies or becomes disabled.



Family Plan Policy

An all-family plan, usually with permanent
insurance on the father's life, with mother

and children automatically covered for
lesser amounts (usually term), all included

under one premium.

Standard Risk
A person entitled to life insurance

protection without extra rating or special
restrictions.

Classification

The grouping of persons for the purpose of
determining an underwriting or rating

group into which a particular risk must be
placed.

Key Person Insurance

Life or Health insurance on important
employees whose absence would cause the

employer financial loss. The insuance is
usually owned by or payable to the

employer.

Rated-up Policy

A policy issued to an applicant that reflects
a higher rate due to the presence of a

greater risk, in the eyes of the underwriter.
Rated-up policies often result from

substandard health cases revealed in a
medical examination.



Viatical Settlements
Selling your policy to an investor at a

discounted price to provide cash before
death, which pays for a terminal illness.

Commissioner's Standard Mortality Table

A mortality table approved by the National
Association of Insurance Commissioners as
a standard for valuation and for computing

rates and non-forfeiture values for life
insurance policies. New tables are issued

(every 20 years).

Maturity
A life policy is mature when the face

amount is payable. Whole life matures at
age 100.

Replacement

The exchange of a new policy for one
already in force. It is not illegal to replace

life or health insurance but proper
insurance department procedure regulations

must be followed.

Representation
A statement made on an application that is

true to the best of the applicant's
knowledge.



Application

A form on which the prospective insured
states facts requested by the insurer. The

insurer decides whether to accept the risk,
modify the coverage offered, or decline the

risk. An application without premium
money is a Request for an Offer. With
premium money, it is an Offer itself.

Key Employee Insurance

Life or disability income insurance
designed to indemnify a business against

financial loss caused by the death or
disability of a vital member of the firm; the

business (employer) is the owner and
beneficiary of the policy, and the key

employee is the insured.

Partnership Insurance

Life insurance sold to a partnership to
protect against the loss of business

continuity caused by the death or disability
of a partner.

Adjustable Life

A relatively modern life insurance policy
that allows flexibility in 1. face amount, 2.

premium, and 3. the policy plan (which
included theperiod of protection and the

payment period).

Adjusted Whole Life

Characterized by permanent death benefit,
guaranteed cash value, and flexible

permium payments. The death benefit also
can be adjusted either up or down.



Contributory Group
Group insurance for which the employees

pay part of the premium.

Convertible Tem Insurance
A term policy that can be converted to a

permnent type of coverage without proof of
insurability.

Credit Insurance
Insurance on a debtor in favor of a lender,
intended to pay off a loan or the balance

due theron if the insured dies or is disabled.

Decreasing Term

A term policy characterizd by a decreasing
death benefit as the policy gets older
(commonly used to insure a mortgage

payment). The premium is level
throughtout the term of the policy.

Endowment Policy

A permanent life policy for which
premiums are paid for a limited number of
years. If the insured is alive at the end of
this premium-paying period, he or she

received the face amount of the policy. If
the insured dies before maturity of the

policy, the beneficiary receives the
proceeds. Maturity occurs prior to age 100.



Graded Premium Whole Life

Characterized by permanent death benefit,
guaranteed cash value, and premiums that

increase each year for the first 5 or 10
years, then level out for the remainder of

the contract.

Guaranteed Renewability Policy
Guarantees that the insurer will not cancel

or modify benefits but can increase the
premium on a class basis.

Increasing Term

This term policy's death benefit increases
with each succeeding premium payment.

The premiums increase as the policy
increases.

Industrial Life

Life insurance generally with a face
amount of less that $5,000 with premiums
collected monthly or more frequently by

the agent in person. Th grace period for this
type of insurance is 28 days.

Interest Sensitive Whole Life

The company sets the initial premium
based on current assumptions about risk,

interest, and expense. If the actual
experience differs from what is expected,

then premiums can be raised or lowered. If
the company earns more it can pay higher

than the guarantee, but never lower.



Jumping Juvenile

Juvenile insurance on which the face
amount increases by a multiple, usually

five, of the orignal face amount when the
insured reaches 21.

Juvenile Life

Life insurance policies written on the lives
of children within specified age limits

(usually under age 15), generally with the
parents or grandparents as the

policyowners.

Level Premium Insurance
Life insurance, the premium for which

remains at the same level (amount)
throughout the life of the policy.

Level Term Insurance
Term Life coverage in which the face value
remains unchanged from the date of issue

to the date the policy expires.

Life Insurance
Insurance paying a specified amount on the

death of the insured, to the estate or a
beneficiary.



Limited Pay Policy

A permanent life insurance policy on which
premiums are paid for a specified number

of years or to a specified age of the insured.
Protection continues for the entire life of

the insured. Policy maturity does not occur
until age 100, even though the policy is

"paid up" earlier.

Modified Premium Whole Life

This policy is characterized by permanent
death benefit, guaranteed cash value, and

premiums that are lower in the first three to
five years, then increase to remain level

throughout the contract.

Ordinary Life

It is individual life insurance for which an
agent collects the first premium with the
application and then premiums after that
are mailed directly to the home office of

the company that issued the policy.
Continuous Premium Whole Life (Straight
Life) is inaccurately referred to as Ordinary

Life.

Permanent Insurance

Refers to Whole Life insurance. The
insured is guaranteed the right to keep the
policy in force for his or her entire life as

long as the premiums are paid and the
policy builds cash value.

Renewable Term

A Term Life insurance policy under which
the policyowner has the right, at the end of
the specified term,to renew the policy for
another term of the same length without
proof of insurability. The premium will

increase on renewal, however, because it is
based on the attained age of the insured at

the time of renewal.



Survivorship Life
Two or more persons are covered by one

policy. Death benefits are paid on the death
of the last insured.

Term Life Insurance
(Does not accumulate cash value)

Provides coverage for a specified period of
time and expires without value if the

insured survives the stated period. The face
amount can be structured to remain

constant throughout the term (Level Term),
increase over time (Increasing Term), or
decrease over time (Decreasing Term).

Universal Life

Universal Life combines Term life
insurance with a tax savings plan (cash

value) The death benefit premium amount,
payment period, cash value growth, and

protection period are all flexible.

Whole Life Insurance

Life insurance with a guaranteed level
death benefit until death or age 100,

whichever comes first, and which builds a
guaranteed cash value that will equal the

face amount of the policy at age 100.

Accidental Death Insurance

A form of health insurance that provides
payment if death of the insured results from

accident. Accidental death insurance is
often combined with dismemberment

inurnce in a form called Accidental Death
and Dismemberment (AD&D).



Accidental Means

The unexpected or undesigned cause of an
accidental bodily injury. Under an

Accidental means definition, the mishap
itself must be accidental.

Co-insurance

In health insurance, a provision that the
insured and insurance company will share

covered losses in agreed proportion. In
health insurance, the preferred term is

percentage participation.

Time Limit on Certain Defenses

A Uniform Provision on Health Insurance
policy specifying that, after a given number
of years (usually 2), no statements (except

fraudulent misstatements) made in the
application shall be used to deny a claim or
void the policy prior to the effective date.

Percentage Participation
A contract provision that the company will
share covered losses in agreed proportions.

Physical Exam/Autopsy
This mandatory health provision gives

rights to the insurer to require a physical or
request an autopsy to validate claims.



Morbidity Table

A statistical table used to estimate the
amount of loss due to accidents and
sickness of persons at different ages.

Morbidity tables are used in the
computation of health insurance rates,

similar to how the mortality tables are used
in life insurance.

Non-medical Insurance issued without a medical exam.

Principal Sum
The amount payable in one sum in the
event of accidental death and severe

accidental dismemberment.

Self-funded Plans

An approach to employer-sponsored
healthcare, which allows the employer to

put money aside and pay claims
themselves. Above a certain stop-loss,
reinsurance is purchased and, often, the

claims work is subcontracted to a
third-party administrator.

Probationary Period
A period of time between the effective date

of a health policy and the date coverage
begins for certain pre-existing conditions.



Capital Sum

In an Accidental Death and
Dismemberment (AD&D) health policy,

the dollar amount provided for
dismemberment of a primary body part

(hand or foot) or loss of sight in one eye.
The capital sum is usually fifty percent of

the principal sum.

Credit A&H Policy

A form of disability income insurance
designed to protect a creditor (lending

institution) against the nonpayment of a
loan as the result of the disability of the
debtor (borrower). The creditor is the

owner and beneficiary of the policy and the
debtor is the insured.

Time of Payment of Claims

A required health insurance policy
provision that specifies how long the
insurance company has to pay claims.

Medical expense and AD&D claims must
be paid immediately for individual policies

(group 60 days) for disability income
claims, according to the policy but no less

frequently than monthly.

Concurrent Review

One of four case management provisions;
provides current monitoring of treatment

and costs by the insurer while an insured is
in the hospital.

Other Insurance Provisions

Policy provisions that address the problem
of duplicate coverage - the policy owner

having more than one policy covering the
loss, either from the same company or with

2 or more companies. The ins company
will reduce the benefit payable on a pro

rata basis and return the appropriate amt of
premium.



Dread Disease Policy

A policy, usually offering blanket coverage
up to a very high maximum, for certain
specified diseases only, such as scarlet

fever, smallpox, polio, tetanus, cancer, etc.

Guaranty Association

A State-mandated association of all
companies writing life and health in a

given state. Collectively, the Association
endeavors to aid policy owners of insolvent

companies up to specific dollar amounts.

Non-occupational
A health policy that covers off-the-job

accident and sickness.

Notice of Claim
A mandatory health provision stating the

time the insured has to notify the insurer of
a claim; 20 days.

Occupational Accident

Impairment of health caused by accident
related to conditions inherent in a person's
occupation or resulting from the nature of

an employment.



Accident
A fortuitous event, unforeseen and

unintended.

Occupational Disease

Impairment of health caused by continued
exposure to conditions inherent in a

person's occupation or a disease caused by
or resulting from the nature of an

employment.

Payment of Claims
A mandatory health provision stating the

manner for payment of claims and to whom
benefits will be paid.

Individual Contract

A contract of health insurance made with
an individual that covers the individual

and, in certain instances, specified
members of the househould. In general, any
insurance policy except group or blanket.

Accident and Sickness

Insurance against bodily injury, disability,
or death by accident or accidental means,
or expense thereof, or against disability or
expense resulting from sickness, and the

insurance relating thereto.



Legal Action

A mandatory provision of health insurance
that states legal action can be taken against

another party after waiting 60 days from
the proof of loss. The statute of limitations

is three years.

Recurring Clause

A health policy provision defining the
duration of time during which the
recurrence of a condition will be

considered a continuation of a prior period
of disability or confinement.

Travel Accident
A form of accident insurance limiting

coverage to accidents occuring while the
insured is traveling.

Non-cancelable

A contract of health insurance that the
insured has a right to continue in force by
payment of premiums, as set forth in the
contract, for a substantial period of time.
Additionally, the insurer has no right to
change any provision of the contract.

Any Occupation (Any Occ)

This is the most restrictive definition of
total disability because insureds are

considered disabled only if they cannot do
their job or any other job for which they are
reasonably suited by education, training, or

experience.



Business Overhead Expense

This policy is written on the business
owner, but it pays the business so that

office rent, the employee's salary, and other
business expenses can be paid. However,

BOE never covers the salary of the
business owner, and benefits are paid on a

reimbursement basis for the business
expenses actually incurred.

Currently Insured

Under Social Security, a status of limited
eligibility that provides only death benefits

to widows or widowers and children; it
does not provide old-age or disability

benefits.

Disability

A physical or mental impairment caused by
accident or sickness that partially or totally
limits the ability to work. To be eligible for
disability income benefits, the insured must
fit the definition of disability stated in the

policy or in the case of Social Security
Disability Income.

Disability Income Insurance

A form of health insurance that provides
periodic payments to replace income,

actually or presumptively lost, when the
insured is unable to work as a result of

sickness or injury.

Dismemberment Benefits
Benefits paid for the loss of eyesight or

limbs.



Fully Insured

Status obtained by an individual who has
paid into Social Security. To obtain fully
insured status, an individual must have 40

quarters of covered employment or 6
quarters plus a quarter equal to the number

of years elapsing from 1950.

Income Replacement Contract

Is a policy under which the ins company
agrees to replace an insured's income up to
a stated percentage, like 70% or 80%, if he

or she suffers a loss of income due to a
covered accident or sickness. Even if

working full time doing all the same duties
as before, he or she gets paid.

Primary Insurance Amount (PIA)

Under the federal Social Security Act, the
PIA is the basic unit used to determine the
amountof each monthly benefit payable for

Social Security benefits.

Total Disability

A degree of disability from injury or
sickness that prevents the insured from
performing duties for remuneration or
profit. The definition in any given case
depends on the wording in a covering

policy.

Permanent and Total Disability

Total disability from which the insured
does not recover. When used as a definition

of disability in a policy, "permanent" is
presumed after a stated period of time.



Loss of Income Benefits

Benefits paid for an inability to work for
remuneration because of disability resulting
from accidental bodily injury or sickness.

The loss of income may be real or
presumptive.

Old Age Survivors Disabilty Insurance
(OASDI)

Social Security retirement, survivors, and
disability insurance (OASDI) is part of the
Social Security Administration. It provides
what are commonly called "social security

benefits" to workers who are tetired or
disabled, and survivors of deceased

workers.

Partial Disability

In health insurance, a transitional benefit
for an insured who has been disabled and
can return to work, but cannot resume all

duties or cannot yet work full time.
Typically, the partial disability is 50% of

the total disability benefi for a period not to
exceed six months. the use of this benefit is

generally onthe decline.

Presumptive Total Disability

A benefit included with most disability
income policies in which you are

automatically considered to be totally
disabled (even if you can and are doing
your job or any job) if sickness or injury

results in the loss of 1. sight in both eyes, 2.
hearing in both ears, 3. power of speech, or

4. use of any two limbs.

Qualification Period

In a disability income policy with a
residual disability income benefit, the qual
period is a specified period of time that 1.
modifies the elimination period by stating
that the elimination period can be satisfied
with just partial disability, and 2. states that
the insured must be totally disabled for the

length of the qual period.



Residual Disability

A residual disability benefit pays a portion
of the difference between what the insured

can earn while partially disabled as
compared to what he or she earned before

the disability, and the residual benefit
continues for the same period as total

disability benefits would have been paid
under the same policy.

Workers' Compensation

Insurance coverage purchased by an
employer that pays benefits (medical
expense, dismemberment, disability

income, death benefits etc.) for employees
who are injured or killed on the job.

Your Occupation (Your Occ)

Under this definition, you are considered
disabled if you are unable to perform the

important duties of your own occupation -
the work in which you were engaged when
the disability began- regardless of whether

you can or want to do some other job.

Long Term Disability

1. A disability having a duration longer
than a short-term disability, the exact

duration being variable and a matter of
reference; anything longer than 90 days. 2.

A form of Group Disability insurance
paying benefits for more than the

customary 13-26 weeks; benefits of five
years or more.

Met

Multiple Employer Trust. An insurance
plan that provides group-type benefits to
employers that insure a small number of
employees. This is accomplished by the

group forming a trust.



Coordination of Benefits

This provision states that when a person is
covered by more than one health plan,
benefits will coordinate to pay no more

than 100% of the total caim.

COBRA

Consolidated Omnibus Budget
Reconciliation Act. The law governing

employers that states that employers must
offer continuation of health benefits to their

employees.

Group Practice Model HMO

Under this arrangement, the HMO practice
contracts with an independent group

practice (or clinic/hospital) to provide
healthcare benefits for its subscribers.

Surgical Expense Plan
Covers an individual for expenses incurred

from surgery schedule showing the
maximum benefit payable for each surgery.

Staff Model HMO

Under this arrangement, the HMO employs
doctors and owns the clinic or hspital in

which its subscribers or members receive
treatment.



Stop Loss Feature

A provision, found in some Major Medical
type health policies, which states that once

the total costs have exceeded a specific
amount, the company pays 100% of the

eligible expenses above that amount.

Skilled Nursing Care

Nursing and rehabilitative care that is
required daily and can only be performed

by a skilled practitioner under doctor's
orders.

Managed Care
Approach to healthcare that attempts to
minimize expense. Can include HMOs,

PPOs, and Self-funded Plans.

Respite Care

Many long term care policies provide the
cost of temporarily replacing a family

member as primary care giver for a day or
a weekend.

Miscellaneous Expenses
Usually, hospital charges other than room
and board, such as X-rays, drugs, lab fees,

etc.



Schedule

A list of specified amounts payable for
surgical procedures, dismemberment

treatments, ancillary expenses, or the like
in health policies.

Medical Expense Insurance

A form of health insurance that provides
benefits for medical, urgical, and hospital

expenses. This term is used to include
coverage under the names hospital-surgical
expense insurance andmedical insurance.

Prepaid Hospital Service Plan

Provides comprehenive healtcare for
members who pay a flat fee for services,

whether outpatient or hospital treatment is
needed.

Intermediate Care

Nursing and rehabilitative care that is
required occasionally and can only be

performed by a skilled practitioner under
doctor's orders.

Home Healthcare
In most policies, intermediate or custodial
care performed at the patient's own home.



Outpatient
A patient who is not a bed patient in the

hospital in which he or she receives
treatment.

Corridor Deductible
A major Medical deductible that applies
between benefits paid by the Basic plan

and the start of the Major Medical benefits.

Blue Plan

Generic term for those insurers (usually on
a service rather than reimbursement basis)
who are authorized to use the designation

"Blue Cross" or "Blue Shield" and the
insignia of either.

Gatekeeper
The primary care physician chosen by a

subscriber to an HMO.

Surgical Schedule
A list of specific maximum amounts

payable for surgical procedures in health
policies.



Subscriber
The insured, under aBlue Cross/Blue

Shield plan.

In-Patient
A patent admitted to a hospital as a residnt

patient.

Base (Basic) Plans

Today, a Base plan is most often seen as a
segment of a Supplementary Major

Medical plan. The Base plan, in this sense,
includes the three traditional areas of

coverage, Basic Hospital, Basic Medical,
and Basic Surgical, and pays first dollar
coverage up to a rather low maximum.

Master Contract

In group insurance, only one policy is
issued and it is called the Master Contract.
It contains all the provisions, benefits, and
conditions of the agreement. Individuals

covered by the group plan do no receive a
policy; they receive individual certificates

(Certficates of Insurance)

Certificate of Insurance

A statement evidencing that a policy has
been written and stating the coverage in

general. Often used with Group coverage,
since there is only one policy (the Master

Contract) each member is given a
document called a Certificate of Insurance
that states the benefits provided under the

group contract.



Supplementary Major Medical Policy

Structured like Major Medical i.e.,
deductible followed by co-insurance and a
stop loss- but intended to be supplementary
to a Base Plan. Its deductible is low (in the
$100-$500 range). The Base Plan, provides

most of the initial dollars. After the Base
Plan benefits are exhausted, Major Medical

takes over. Called Corridor Deductible

Blanket Insurance Contract

A group health insurance policy covering a
numer of individuals wh are not

individually named in the policy. Only
certain groups, dictated by state law, are

eligible to purchase blanket olicies such as
high school athletic teams, children's

summer camps, newspaper carriers, school
districts, etc.

Specialty Health Insuring Corporation
(SHICs)

SHICs may be for-profit or nonprofit,
domestic or foreign. They operate on a
prepaid basis and require subscribers to

obtain care from participating care
providers for limited types of healthcare
such as dental, vision, and prescription.

Medical Savings Account (MSA)

Under the original formation of the
Medical Savings Account (MSA), usage of
this plan was limited to small employers of

50 or fewer and te self-employed. Now
reconfigured as the Health Savings Plan

(HSA), the plan is available as an
alternative to other medical expense plans

for employers of any size.

Open Panel

If an HMO contracts with a group practice
to provide medical services for its members

or subscribers, the group practice may
retain the right to treat patients who are not

members of the HMO.



Sickness Insurance

A form of health insurance against loss by
illness or disease. Illness or disease does

not include accidental bodily injury.
Sickness insurance may provide benefits
for loss of time or expense incurred by

pregnancy

Social Security

Government programs created under the
federal Social Security Act including
OASDI (retirement, disability, and

survivor's benefits), Medicare, Medicaid,
and a variety of other social insurance and
public assistance and welfare services. The
programs are intended to provide economic

security to the public.

Service Plans

An arrangement by the insurer to pay
certain vendors of healthcare services for
rendering approved services to covered

persons. These arrangements may preclude
or limit any additional charges for the

defined services. (Blue plans are the best
known, but not the only form of service

insurers.

Nursing Home Insurance

Designed to pay a stated amount for time
spent in a nursing home, services received
in a setting other than a hospital, such as a
nursing home or, perhaps, even one's own

home. Is classified as either Long term
(Custodial or Residential) Care, or
Short-term (Convalescent) Care.

Service Organization

Blue Cross, Blue Shield, Health
Maintenance Organizations, and Preferred

Provider Organizations are all service
organizations (or service providers). Rather

than obtaining health coverage on a
reimbursement basis, you pay a fee in

exchange for medical services.



Health Maintenance Organization (HMO)

A type of healthcare service provider. The
classic HMO is a program that operates by
hiring its own doctors to staff its own local

clinics. The HMO approach emphasizes
preventive healthcare. Routine physicals,

immunizations, and office visits are
covered and there are usually no

deductibles or co-insurance.

Health Insuring Corporation (HIC)

An organization of health providers.
Members pay a premium for which they
receive medical care when desired. The

emphasis is on preventive medicine as an
alternative to traditional employee benefit
plans. Employers of more than 25 persons

are required to offer this alternative to
employees.

Medicare Supplement Policy (MSP)
MSPs are heavily regulated by state law.
MSPs, however, must not duplicate the

benefits provided by Medicare.

is an individual or group medical expense
health policy, as a supplement to the
hospital, medical, or surgical expense

reimbursements available under the federal
Medicare program.

Medicare Benefits

Benefits provided by a federal program as
part of the Social Security program. It

applies to persons over 65 years of age and
certain disabled beneficiaries under the

Social Security program.

Medicare

A federal medical expense health insurance
program primarily for persons age 65 and

older. Medicare consists of Hospital
Insurance protection (Part A) and Medical
Insurance protection (Part B). Medicare is
administered by the Health Care Financing
Administration within the Department of

Health and Human Services.



Second Surgical Opinion

One of four case management provisions;
states that the insured must receive a

second opinion on all elective surgery. If
the insured does not obtain a second

opinion and has the surgery, the insurer
pays only 50%.

Major Medical Insurance

designed to reimburse the policyowner for
medical expenses incurred by the insured.

Major Medical ins provides benefit
payments for 80% of all reasonable and

customary medical expenses which exceed
the deductible (gen in the $500 to $5000

range) up to the max limit of liability.

Medicaid

A medical benefits program administered
by states and subsidized by the federal
government. Under this plan, various

medical expenses are paid to those who
qualify, regardless of age, subject to an

income/asset test.

Integrated Deductible

In a supplementary Major Medical plan, a
deductible positioned (integrated) between
the Base Plan and Major Medical benefits.

Under this arrangement, the deductible
applied is the higher of 1. a substantial

stated amount, like $1,000, or 2. whatever
the Base Plan Pays. Also called the variable

deductible.

Insurance with other Insurers Provision

Optional provision found in individual
medical exp health policies designed to

limit double or multiple payment of
benefits where the insured has several
policies covering the same loss. The

insured is to receive 1 payment for each
claim, not multiple payments, where the

insured would profit from the loss.



Hospitalization Expense Policy

A policy that covers daily hospital room
and board charges and also covers

miscellaneous hospital expenses (such as
X-rays). It also often covers emergency

treatment charges and many times will also
include a surgical benefit. A basic plan.

Long-term Care Insurance

Provides coverage for medically necessary
services that a person receives in a setting

other than a hospital, such as a nursing
home or one's own home. LTC policies are
generally considered to be health insurance,
but a life insurance policy can also provide
LTC benefits through its policy provisions

or by means of a rider.

ADL

Activities of daily living - eating, dressing,
bathing, etc. Long-term care policies are
designed to provide nursing home-type

benefits when people can no longer
perform the activities of daily living.

Dental Expense Insurance

A form of medical expense health
insurance covering the treatment and care

of dental disease and injury to the insured's
teeth. Dental insurance is most frequently

sold on a group basis.

Noncontributory

Any plan or program of insurance (usually
Group) for which the employer pays the

entire premium and the employee
contributes no part of the premium; 100%

participation is required.



Hospital Expense or Income Policy

A policy that pays a stated amount per
week or month while the insured is

hospitalized, without reference to expenses
actually incurred. It might be viewed as a
Disability Income policy with disability

defined as hospitalization. pays in addition
to other policies.

HIPPA

Health Insurance Portability and
Accountability Act. Federal law directed at
small groups (2-50) insureds) that makes it
easier for an individual to change from one
group to another without temporarily losing

benefits due to pre-existing conditions
exclusions in the new policy.

Preferred Provider Organization (PPO)

A healthcare plan under which the covered
individual can choose the healthcare

provider. If the claimant utilizes a provider
on a PPO's preferred list, benefits are

structured similar to an HMO. The insured
may choose providers not found on the

preferred list and still have coverage

Pre-admission Certification

One of four case management provisions; a
process that allows a physician to submit

information about the insured to a hospital
prior to admission. Provides the insurance

company the options of suggesting
outpatient treatment.

Deductible

Dollars or percentage of expense that will
not be reimbursed by the insurer. The

deductible found in major medical polices
represents the amount the insured is

responsible to pay before any amount of
claim is paid by the insurer.



Comprehensive Health Insurance or Major
Medical

Ccombines the coverage of Major Medical
and Basic Medical Expense contracts into
one broad contract that provides coverage

for almost all types of medical expense
with few internal limits. Subject to a

corridor deductible for some or all exp and
to a % participation clause (called

co-insurance).

Blue Cross/ Blue Shield

The Blues contract with the provider
hospitals and physicians as well as with the

subscriber. Traditionally Blue Cross was
designed to pay hospitals and Blue Shield

was designed to pay doctors. Both are
generally nonprofit organizations, which

operate on a statewide basis.

Annuity

An amount of money payable yearly or, by
extension, at other regular intervals. 2. An
agreement by an insurer to make periodic
payments that continue during the survival
of the annuitant(s) or for a specified period.

Straight Life Annuity

An annuity pay out option providing the
maximum amount of benefits for the

amount invested into the annuity. This
benefit pays on the lifetime of an annuitant
with nothing left when the annuitant dies.

Annuitant
One who received the proceeds of an
annuity (or upon whose life payments

depend)



Annuity Certain

Unlike a Life Annuity, the Annuity Certain
is acontract that pays a specified income

for a set period of time whether the
annuitant lives or dies. The fixed Period

and Fixed Amount settlement options are
examples of Annuities Certain.

Tax Sheltered Annuity

A retirement program for employees of
not-for profit organizations like schools
and churches. Qualified employees can

have their employer set aside a percentage
of their annual salary. Tax Sheltered

Annuities are not really tax "sheltered"
they're tax deferred.

Securites and Exchange Commission

A federal regulatory agency composed of
five commissioners appointed by the

President and confirmed by the Senate. The
SEC administers the securities laws, which
were designed to promote full disclosure

and to protect the investing public.

Refund Life Annuity

Provides that, on the death of the annuitant,
the comp will pay a designated beneficiary
the difference between the annuity value

and the income payments made. This may
be done as a continuation of the income

payments or in lump sum.

Variable Annuity

An annuity contract in which the amount of
the periodic benefits varies, usually in

relation to security market values, a cost of
living index, or some other variable factor
in contrast to a Fixed Guaranteed Return

Annuity.



Separate Account
The account in which a life insurance

company places non-qualified, i.e. variable
funds.

Single Premium Policy or Annuity

A life insurance or annuity contract paid
for in full by one premium payment when

the policy is issued, with no further
premiums due during the term of the

contract.

Market Value Adjusted Annuity
With this contract the penalties (if any)
depend on the investment market at the

time of withdrawal or settlement.

Life Annuity
An annuity that provides a periodic income
to the annuitant during his or her lifetime.

Joint Life Annuity
Payments continue to two annuitants for

only as long as both live.



Roth IRA
A non-tax deductible individual retirement

account introduced in 1997.

Policy 1035 Exchange

Allows an individual to exchange a life
policy for a life policy; annuity for annuity;
endowment for endowment; postponing the

tax consequences until a later date.

Non-qualified Retirement Plans
A retirement plan that does not qualify for

special tax treatment by the Federal
government.

Joint Life and Survivorship Annuity
payments are made to two annuitants with

the survivor continuing to received
payments after the first annuitant dies.

Indexed Annuity

A conventional annuity that guarantees a
minimum interest rate, however the interest
rate is linked to some well known indexes
like S&P 500 to help keep the contract in

pace with inflation.



Immediate Annuity

An annuity with an immediate pay out. the
annuity can be funded only by a single
premium and benefits begin the month

folllowing the contribution.

Flexible Premium Annuity

A deferred annuity under which premiums
may vary from year to year within

stipulated limits; often used to fund an
IRA.

Variable Universal Life

This interest-sensitive products is
characterized by guaranteed minimum

death benefit, cash invested in the stock
market, and flexible premium payments.

Fixed Dollar or Fixed Amount Annuity
A life annuity that guarantees a fixed dollar

payment at regular intervals during the
lifetime of the annuitant.

Deferred Annuity
An annuity on which payments to the
annuitant are delayed until a specified

future date.



401 (K) Plan

A qualified retirement plan in which the
employer generally matches the employee's

contribution and the amount contributed
works like a salary cut for income tax

purposes.

Earned Income

Gross salary, wages, and commissions
resulting from employment. Earned income
does not include income from investments,

rents, annuities, or insurance policies
(unearned income).

Life Annuity with Installments Certain

A life annuity contract providing income to
the annuitant for at least a definite and

specified period of time, such as 10 years,
with payment going to a designated

beneficiay if the annuitant dies before the
end of the specified period. Life Income

with Period Certain.

Life Annuity with Period Certain

An annuitant is to receive payments for a
specified number of years or for the rest of
the annuitant's life, whichever is longer. If

the annuitant dies before all guaranteed
payments have been made, the beneficiary

receives the payments for the rest of the
certain period.

Qualified Retirement Plan

A plan that meets certain federal
requirements and qualifies for special tax
treatment. The requirements are that the

plan 1. be for the benefit of employees or
their beneficiaries 2. not discrimminate 3.

be in writing, 4. define the contributions or
benefits, and 5. be permanent.



Profit Sharing Plan

Similar in nature to a pension plan, but the
employer is not required to make constant
contributions every year, just regular and
substantial contributions during years of

profitability.

IRA

A qualified retirement plan for any
individual with earned income.

Contributions to an IRA may be deductible
for tax purposes (depending on income and

whether the individual is in another
qualified plan).

Variable Whole Life
(To sell Variable Whole Life, you must
hold both a life insurance and securities

license, in some states, a separate variable
contracts license).

A permanent form of life insurance in
which the death benefit and cash value vary
based on the investment performance of the

cash value. The cash value of a Variable
Life Policy is invested in common stocks
that provide the potential for higher return

on the investment but at greater risk. A
minimum death benefit is guaranteed.

ADB
Accidental Death Benefit (Also known at

Double Indemnity)

Assignee
The person to whom policy rights are

assigned in whole or in part by the policy
holder.



Cash Surrender
Surrender of the policy for its cash value.

One of three non-forfeiture provisions.

Contingent Beneficiary
Person or persons named to receive

benefits if the primary beneficiary is not
alive.

Death Benefit
The policy proceeds to be paid on the death

of the insured.

Lapse
Termination of a policy because of failure

to pay the premium.

Loan Value
That amount of cash value reposing in a

policy that may be borrowed by the
insured.



Lump Sum
Proceeds of a policy taken all at once. A

single amount.

Policy Dividends
The policyholder's share of a company's

divisible surplus.

Surrender
Withdrawing the cash value of a policy and

surrendering the policy to the insurer.

Surrender Charge
A charge assessed by the insurer when an

insured wishes to cash in the policy.

Accumulation at Interest Option
A dividend option under which the
policyholder allows dividends to

accumulate at interest with the company.



Cash Dividend Option
A dividend option under which the

policyholder receives the dividends in cash.
Not subject to tax.

Double Indemnity
Payment of twice the basic benefit in the

event of loss resulting from specified cause
or under specific circumstances.

Face Amount
The amount indicated on the face of the
policy that will be paid at death or when

the policy matures.

Joint Life
Two or more persons covered by one

policy.

One-year Term Dividend Option
A dividend option under which the insured
has the company purchase one-year Term

insurance with the dividend.



Paid-Up
Life insurance on which all premiums have
been paid but has not yet matured by death

or endowment.

Policy Fee

A special one-time premium charge to
offset in whole or part the first-year

acquisition cost rather than amortize it over
several years.

Proceeds
Amount payable be a policy, usually used
in reference to the face amount of a life
policy payable at death of the insured.

Reduced-premium Dividend Option
A dividend option under which the

policyholder has the dividend deducted
from the next premium due on the policy.

Reinstatement Clause
Provides the conditions under which a

lapsed policy may be reinstated, if
approved by the insurance company.



War Clause

This generally excludes coverage for
persons serving in the armed forces during
the time of war, whether on the battlefield

or not.

Unpaid Premium Provision

An optional provision. When premiums are
unpaid at the time of a claim, the amount of
unpaid premium will be deducted from the

amount of the claim.

Tertiary Beneficiary

Next in line behind the Contingent
Beneficiary to receive policy proceeds if

both the primary and Contingent
Beneficiaries are deceased.. Also known as

the Final Beneficiary.

Absolute Assignment

The complete and absolute transfer of all
the legal rights and benefits contained in a

policy from one policy owner to a new
policy owner.

Accelerated Death Benefits

This provision allows the policy
owner/insured to withdraw a portion of the
face amount of the policy if diagnosed with
a terminal illness or needing custodial care.



Beneficiary

The person or entity entitled to receive
proceeds in the event of death of the

insured. Beneficiaries are usually listed as
primary, contingent, and tertiary, in that

order.

Cash Surrender Value

The value reposing in a policy that is the
legal property of the policy holder, and that
may be expected should it be surrendered
for cash. Synonymous with cash value.

Change of Beneficiary
A mandatory provision in health insurance
allowing a policy owner the right to change

beneficiary is irrevocable.

Collateral Assignment

Assignment of part of the proceeds of an
insurance policy to a bank as collateral to

settle the loan balance that may exist at the
insured's death.

Consideration Clause

A clause in a life policy specifying the
premium due for the insurance protection
and the frequency of payment (also called

mode).



Family Income Rider

Similar to the Decreasing Term Rider
except that payments to the beneficiary are
in the form of monthly income rather than a

lump sum.

Grace Period

A period of time after premium due date
during which a policy remains in force

without penalty, even though the premium
due has not been paid.

Optionally Renewable

The insurer cannot cancel the contract until
a condition set forth in the contract is
reached (normally retirement), yet can

increase premiums and modify benefits.

Policy Loan

A loan taken by the policy holder from the
insurer using the insurance cash value as

collateral. May be deferred up to six
months.

Suicide Clause

States that if the insured commits suicide
within a specified period of time, the policy
will be voided. Paid premiums are usually
refunded. The time limit is generally two

years.



Spendthrift Clause

Legislation in all states allows the inclusion
of a spendthrift clause in a policy, which
protects the cash value and death benefits

from the creditors of the owner/insured and
beneficiary.

Reversionary Basis

An irrevocable beneficiary can be named
on a reversionary basis, which means that if
the irrevocable beneficiary predeceases the
insured, then all of the owner's rights will

revert to the policy owner.

Reduced Paid-up Insurance Option

A non-forfeiture option under which the
insured uses the cash value of the present

policy to purchase a single-premium Whole
Life policy, at attained-age rates, for a

reduced face amount, to age 100.

Payor Benefit

A rider or provision, usually found in
Juvenile policies, under which premiums
are waived if the Payor of the premium

(usually a parent) becomes disabled or dies
while the child is still a minor.

Aviation Clause

Limits or excludes coverage when the
insured is participating in specified types or
air travel. Coverage is usually confined to
regularly scheduled commercial flights.

Often applies to student pilots.



Extended Term Option

A life insurance non-forfeiture option
under which the insured uses the policy's

cash value accumulation to purchase
one-year Renewable Term insurance in an
amount equal to the original policy face

amount.

Fixed Amount Settlement Option

A life insurance policy settlement option
under which the beneficiary receives the

death benefit proceeds in regular
installments (usually monthly) in a

specified dollar amount.

Fixed Period Settlement Option

A life insurance policy settlement option in
which the beneficiary receives an income
for a stated period of time(fixed period),

such as for 10 years, from the death benefit
proceeds.

Common Disaster Provision

A provision that can be included in a life
contract that provides that the primary

beneficiary must outlive the insured by a
specified period of time to receive the
proceeds. If not, then the contingent
beneficiary receives the proceeds.

Facility of Payment Clause

A clause in an industrial life insurance
policy allowing the insurance company to
pay death benefits to someone who seems

reasonably entitled in case there is no
beneficiary named or all beneficiaries have
predeceased the insured or the beneficiary

cannot be located.



Guaranteed Insurability Provision

A provision allowing the policy owner to
purchase additional insurance in specified
amounts at various future dates without

proof of insurability. Rates for the
insurance purchase under this option are
based on the insured's attained age at the

time of purchase.

Interest Option

A settlement option under which the
insurer keeps the insurance proceeds and
invest them on behalf of the beneficiary.
The beneficiary receives the interest from
the investment. The proceeds remain the
property of the beneficiary. The proceeds
are not taxable but the interest earned is.

Irrevocable Beneficiary

A beneficiary designation where the policy
owner cannot change the designated

beneficiary, surrender the policy, take out a
policy loan, or exercise any other policy

feature without the consent of the
irrevocable beneficiary. On the death of the

insured, the death benefit goes to -
irrevocable beneficiary.

Misstatement of Age Clause

If discovered after policy issue, the comp
can, if the insured is currently alive, adjust
the premium amt on future premiums and

request payment of the additional premium
the policy holder should have paid; or if the
insured has died, adjust the face amount of
the policy to fit the premium that was paid
at the correct age before paying the claim.

Annuity Units

With a variable life annuity, the promise
made to the annuitant is to pay the value of
a specified number of annuity units at each
payment interval for life. The value of the

annuity unit fluctuates according to the
value of the underlying investments made

by the company in common stocks and
bonds.



Assignment

Transfer of rights in a policy to other than
the policy holder. When the company is

given written notice of the assignment, the
policy benefits will then accrue to the

person named as assignee.

Contestable Period

The period of time during which an
insurance company may contest a claim

under policy because of fraud,
misrepresentation, or misleading or

incomplete information furnished on the
application. The contestable period is

usually one to three years from the policy's
date of issue.

Dividend Options

In life insurance, the choices a participating
policy owner has to receive dividends.

Some of the dividend options include: cash,
reduction of premium, accumulate at
interest, paid-up additional insurance,

one-year term, paid-up additional
insurance, one-year term, paid-up life, and

accelerate endowment.

Life Income Option

A settlement option that provides the
beneficiary with an income for life. The
death benefit is annuitized and has the
same annuity pay out options, such as:

straight life-annuity certain, and joint life
and survivor.

Non-forfeiture Option

A legal provision whereby the policy
holder may take the accumulated values in
a policy as 1. Paid-up Permanent insurance

for a lesser amount; 2. Extended Term
insurance, or 3. Lump sum payment of cash

value, less any unpaid premiums or
outstanding loans.



Paid-up Additions

A dividend option in which fully paid
additional insurance of the same type as the
policy is added to the policy. It is as if the
dividend were used as a single premium to
purchase as much insurance as possible of

the same type as the original at the
insured's attained age.

Settlement Options

In life insurance, the various methods by
which the beneficiary or the policyowner

may have policy proceeds paid upon
maturity of the policy. The settlement

options usually available are 1. cash, 2.
interest, 3. fixed period, 4. fixed amount,

and 5. life income.

APL

Automatic Premium Loan. In a life
insurance policy that has cash value, the

APL protects the insured against an
inadvertent policy lapse by automatically

deducting a loan equal to the premium and
paying the policy.

Automatic Premium Loan Provison

A provision in a life insurance policy
authorizing the insurance company to
automatically use the loan value (if

adequate) to pay any premium not paid by
the end of the grace period. The amount so

paid is charged against the policy as a
policy loan.

Uniform Simultaneous Death Act

A uniform law adopted by most states
providing that if the Primary Beneficiary
and the insured die in the same accident

and there is not proof that the beneficiary
outlived the insured, the proceeds are paid

as if the Primary Beneficiary died first.



Waiver of Premium

This benefit provides for premiums to be
paid by the insurer when the insured

becomes disabled. The insured must pay
premiums for 6 months before premiums
are waived on life policies, and 3 months

on accident and health policies.


