
Life Insurance Vocabulary 
Accidental Death Benifit:  Provision for payment of an additional amount – usually equal to the face amount of insurance – if the insured is killed in an accident. Popularly known as double indemnity. 

Actuary:  A person whose principal function is to make the technical calculations required for the pricing of insurance policies.

Adjuster:  A person who investigates and settles losses for an insurance carrier or the insured.

Age Change:  An age change occurs on the date, halfway between birth dates, on which the life insurance age changes. Immediately after, the premium for new life insurance will be computed to the age on the next following birth date. The life insurance age is the age at nearest birthday.

Age Limits:  The ages below and above which the company will not accept applicants. 

Beneficiary (Life):  The person named in the policy, to whom the insurance money is paid at the death of the insured. 

Business Insurance (Life):  Insurance concerned primarily with the protection of an insured’s business or vocation. Business insurance protects a business against the loss of its valuable lives or key men; stabilizes the business through the establishment of better credit relations; and provides a practical plan for the retirement of business interest in the event of the death of one of the owners. 

Cash Surrender Value:  The amount available in cash upon surrender of a life insurance policy before it matures as a death claim or otherwise. 

Cash Value Life Insurance:  Cash Value Life Insurance is a type of insurance where premiums charged are higher at the beginning than they would be for the same amount of term insurance. The part of the premium that is not used for the cost of insurance is invested by the company and builds up a cash value that may be used in a variety of ways. You may borrow against a policy’s cash value by taking a policy loan. If you don’t pay back the loan and the interest on it, the amount you owe will be subtracted from the benefits when you die, or from the cash value if you stop paying premiums and take out the remaining cash value. You can also use your cash value to keep insurance protection for a limited time or to buy a reduced amount without having to pay more premiums . You also can use the cash value to increase your income in retirement or to help pay for needs such as a child’s tuition without canceling the policy. However, to build up this cash value, you must pay higher premiums in the earlier years of the policy. Cash value life insurance may be one of several types; whole life, universal life and variable life are all types of cash value insurance. (taken from the National Association of Insurance Commissioners' Life Insurance Buyers Guide) 

Chartered Life Underwriter (CLU):  A designation conferred in recognition of the attainment of certain standards of education and proficiency in the art and science of life insurance underwriting. 

Common Disaster Clause:  In life insurance, this clause is designed to alleviate the hardship that can result if the insured and primary beneficiary die at the same time or within a short period of time of each other. Usually the clause provides that if the primary beneficiary dies either before proof of the insured’s death is submitted to the company, or within a stated period (usually 14 or 30 days after the insured’s death), the proceeds will be paid to the contingent beneficiary. 

Contingent Beneficiary:  A beneficiary whose right to receive depends upon the occurrence of a certain contingency – for example, the right to receive certain benefits only in the event that another named beneficiary dies prior to the time of payment.

Contributory Negligence:  Carelessness of the injured person that helped to cause the accident in which he was injured. 

Convertible Term:  Some term life insurance policies provide that they may be converted to permanent forms of insurance without medical examination, if the conversions are made within a limited period as specified in the contracts. Usually the conversion may be made as of the original date of issue, provided the insured pays the difference in reserves, or as of the attained age of the insured at the time of conversion.

Credit Life Insurance: Life insurance issued by a life insurance company on the lives of borrowers, payable to the creditors, to cover payment of loans (usually small loans repayable in installments) in case of death. It is usually handled through a lending office and is written on either a group or an individual basis. 

Death Claim:  When a policy holder dies, the person entitled to the proceeds must complete certain forms giving due proof of the death and establishing the claimant’s right to such proceeds. When filed with the company, the company is said to have received a death claim. 

Decreasing Term Life Insurance:  Term insurance, the face value of which decreases each year over a slated period. Family income and usually mortgage cancellation are decreasing term insurance.

Disability Clause:  A benefit provision forming part of a life insurance policy providing for certain benefits in the event of total and permanent disability from accident or sickness. A benefit providing for waiver of premiums only is called a Waiver of Premium Disability clause. A benefit providing for waiver of premiums plus payment of monthly income is normally called a Disability Income clause. Disability is normally considered "permanent" after it has continued for sic months, while "total" is normally considered as inability to engage in any gainful occupation. The amount of monthly income is usually related to the face amount of the life insurance policy (e.g., $5 or $10 per month per $1,000 of insurance) and current clauses normally provide for continuation of income to a stated age only. 

Double Indemnity:  An accidental death benefit providing for an additional payment equal to the face amount of the policy in case of accidental death caused solely through external and violent means, and occurring within a limited period, usually 90 days, after bodily injury. Certain causes are specifically excluded.

Endorsements:  An additional piece of paper, not a part of the original contract, which cites certain terms and which, when attached to the original contract, becomes a legal part of that contract. Additions to life insurance contracts are accomplished through the use of riders, which are similar to endorsements.

Extended Term Insurance:  The non-forfeiture option which provides that the case surrender value of a life policy may be used as a net single premium at the attained age of the insured to purchase term insurance for the face amount of the policy, less indebtedness and for as long a period as possible, but not longer that the term of the original policy. If the cash value of an endowment policy is more than sufficient to purchase extended term insurance for the remainder of the endowment period, the excess cash value is used to buy pure endowment payable at the maturity of the policy.

Face Amount:  The amount of the principal sum, or basic sum, insured – usually stated on the face or first page of the contract. The actual amount payable by the company may be increased by dividends, decreased by loans, or increased by supplemental term riders (e.g., Family Income). 

Family Plan Insurance:  Insurance where the head of the household has one master policy on his life (usually whole life) and term coverage for wife and children in lesser amounts. New-born children are also included, usually at no additional premium. The policies have automatic programming devices that are in the original contract: i.e., the children’s coverage terminates at the father’s age 65, etc. There is usually a savings over the same coverage provided by separate policies, since one master policy reduces administrative costs. 

Fraternal Insurance:  Life insurance protection provided by fraternal benefit societies, having no capital stock, and not organized for profit, and maintaining a lodge system. Practically all fraternals operate on a level rate and legal reserve basis in accordance with special fraternal insurance regulation, and under supervision of the state insurance authorities. 

Incontestability:  Life policies provide that, except for non-payment of premiums of certain other circumstances, the policy shall be incontestable after the policy has been in force for two years during the lifetime of the insured. During the contestable period, misrepresentation of facts material to the risk will permit the company to avoid liability under the policy and refund the premium. Total and permanent disability and accidental death provisions usually are excepted from the operation of the policy incontestable provision, although they may have their own incontestable provisions.

Insurable Interest:  One person has an insurable interest in the life of another if the death of the latter would cause actual financial loss to the other person. The purchaser of a life insurance policy must have an insurable interest in the insured life to make the contract legal. For example, each person has an unlimited insurable interest in his own life and the lives of close relatives. This legal requirement arose to avoid the abuses of wagering types of life insurance contracts in the earliest days when the insured person frequently was unaware that his life was the subject of an insurance policy for the benefit of an unknown third party.

Juvenile Insurance:  Life insurance policies written on the lives of children within specified age limits.

Level Premium:  Insurance for which the cost is distributed evenly over the period during which premiums are paid. The premium remains the same from year to year, and is more than the actual cost of protection in the earlier years of the policy and less than the actual cost in the later years. The excess paid in the early years builds up the reserve.

Legal Reserve:  In life insurance that sun which, accumulated at an assumed rate of interest and taken together with future specifications, is defined by the state insurance code.

Life Insurance:  A contract whereby, for a stipulated premium, the insuring company agrees to pay the insured, or his beneficiary, a fixed sum or its equivalent in income, upon the happening of death or some other specified event. 

Maturity Value:  The proceeds are payable on maturity of a policy. An ordinary life policy matures on the death of the insured and an endowment policy on a specified date or on the prior death of the insured. The maturity value is normally the "face amount" of the policy.

Mortgage Insurance:  One of the basic uses of life insurance. Family heads buy mortgage insurance for the specific purpose of paying off any mortgage balance outstanding at their death. 

Mutual Insurance Companies:  Insurance companies without capital stock, owned by the policyholders for the purpose of sharing in the profits through dividends at the end of the policy year.

National Association of Life Underwriters (N.A.L.U.):  An organization of life insurance men and women formed for the sole purpose of benefiting the agent in the field. Membership in the association gives the agent an opportunity to meet others in the same work, exchange ideas and experience, and listen to successful leaders in the business.

Net Cost:  This term ordinarily refers to the actual cost of life insurance in a mutual or participating company after deducting the policy dividends from the premiums deposited. Since there are no dividends on non-participating policies, the net cost of such policies is equal to the total premiums paid. In determining the true net cost of a policy over a period of years, allowance also should be made for the cash surrender value at the end of the given period. 

Occupational Hazard:  The danger of suffering a sickness or injury due to the hazards of an occupation.

Optional Settlements:  Most policies offer several optional modes of settlements of the proceeds in lieu of a single payment at the death of the insured or at the maturity of a policy, or within certain limits, upon the surrender of a policy. The usual options are (a) interest only; (b) limited installments certain; ( c ) equal installments until proceeds are exhausted; (d) life income with period certain.

Ordinary Life:  Synonymous with "whole life" and "straight life." The three terms are applied to the type of policy which continues during the whole of the insured’s life and provides for the payment of amount insured at this death (or at age 96 on the basis of American Experience Table of Mortality; or at age 100 on the C.S.O. Table, if he is still living at that age).

Owner:  The person who can legally exercise all rights and privileges in the life policy. This will usually be the insured, but may be any other party to whom proper transfer of these rights and privileges has been made.

Paid-up Additions:  Additional life insurance purchased by policy dividends on a net single premium basis at the insured’s attained insurance age at the time the dividend is allotted. 

Policyholder:  One who owns an insurance policy. A mortgagee often is issued a copy of an insurance policy, or a certificate of insurance, at the request of the insured, but he is not a policyholder.

Policy Loan (Life):  A loan made by an insurance company to a policyholder on the security of the cash value of his policy.

Proceeds:  The net amount of money payable by the company at the death of an insured or at the maturity of a policy.

Retirement Income or Income Endowment (Life):  Such a policy provides retirement income from a stated date and insurance protection in the meantime. On death, before the first income payment, the death benefit is normally the stated initial sum assured or the cash surrender value of the policy at date of death, whichever is greater.

Settlement Options: Nearly all life insurance policies now issued provide for several optional modes of settlement in lieu of payment in a single cash sum. The usual options are: (1) interest certain; (2) installments for a period certain; (3) life income with number of years (usually 10 or 20) payment certain; (4) fixed income as long as proceeds will last. 

Substandard Risk: A person who is considered an under-average or impaired insurance risk because of his physical condition, family or personal history of disease, occupation, residence in unhealthy climate, or dangerous habits.

Term Insurance: Term Insurance covers you for a term of one or more years. It pays a death benefit only if you die in that term. Term life insurance generally offers the largest insurance protection for your premium dollar. It generally does not build up cash value. You can renew most term insurance policies for one or more terms even if your health has changed. Each time you renew the policy for a new term, premiums may be higher. Ask what the premiums will be if you continue to renew the policy. Also ask if you will lose the right to renew the policy at some age. For a higher premium, some companies will give you the right to keep the policy in force for a guaranteed period at the same price each year. At the end of that time you may need to pass a physical examination to continue coverage, and premiums may increase. You may be able to trade many term insurance policies for a cash value policy during a conversion period -- even if you are not in good health. Premiums for the new policy will be higher than you have been paying for the term life insurance. (taken from the National Association of Insurance Commissioners' Life Insurance Buyers Guide) 

Universal Life Insurance: Universal Life Insurance is a kind of flexible policy that lets you vary your premium payments. You can also adjust the face amount of your coverage. Increases may require proof that you qualify for the new death benefit. The premiums you pay (less expense charges) go into a policy account that earns interest. Charges are deducted from the account. If your yearly premium payment plus the interest your account earns is less than the charges, your account value will become lower. If it keeps dropping, eventually your coverage will end. To prevent that, you may need to start making premium payments, or increase your premium payments, or lower your death benefits. Even if there is enough in your account to pay the premiums, continuing to pay premiums yourself means that you build up more cash value. (taken from the National Association of Insurance Commissioners' Life Insurance Buyers Guide) 

Variable Life Insurance: Variable Life Insurance is a kind of insurance where the death benefits and cash values depend on the investment performance of one or more separate accounts, which may be invested in mutual funds or other investments allowed under the policy. Be sure to get the prospectus from the company when buying this kind of policy and STUDY IT CAREFULLY. You will have higher death benefits and cash value if the underlying investments do well. Your benefits and cash value will be lower or may disappear if the investments you chose didn’t do as well as you expected. You may pay an extra premium for a guaranteed death benefit. (taken from the National Association of Insurance Commissioners' Life Insurance Buyers Guide) 

Whole Life Insurance: Whole Life Insurance covers you for as long as you live if your premiums are paid. You generally pay the same amount in premiums for as long as you live. When you first take out the policy, premiums can be several times higher than you would pay initially for the same amount of term insurance. But they are smaller than the premiums you would eventually pay if you were to keep renewing a term policy until your later years. Some whole life policies let you pay premiums for a shorter period such as 20 years, or until age 65. Premiums for these policies are higher since the premium payments are made during a shorter period. (taken from the National Association of Insurance Commissioners' Life Insurance Buyers Guide)
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