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ABANDONMENT AND SALVAGE - INSURANCE POLICY - A legal position allowing an
insurance company complete control and ownership of the insured's property. The ABANDONMENT
CLAUSE most often pertains to MARINE INSURANCE, very rarely involving property insurance like
HOMEOWNERS INSURANCE (SMP) policies. As a figurative example, an insured person/persons
may choose to abandon a marine vessel if the cost of repairing it exceeds it's overall value. Insured
person/persons must inform the insurance company of their intention to abandon a detrimental
property. The insurance company then makes an informed decision on whether or not to acquire these
questionable assets without being legally bound to accept them.

MARINE ABANDONMENT - INSURANCE CLAUSE - A clause within marine insurance policies
allowing an insured person/persons the legal right to forego lost or damaged property while still
claiming a full settlement amount from the insurance company. This full settlement amount is subject
to restrictions set within the original policy. Two different types of property losses are covered under
this particular abandonment clause.

1.. Complete and Total Loss Property - Property damaged beyond all hope of repair. Damage incurred
from fires, sinking, hail, wind and unaccountable disappearance are all included and insurable causes of
complete and total loss property. Many ships have sunk to the bottom of the sea, classified as
unrecoverable total losses because the retrieval costs exceed the value of the property. Losses and
disappearance involving various factions of circumstance including Bermuda Triangle and luxury
vessel hijackings by drug cartels are listed as insurable losses within the confines of complete and total
loss property insurance.

2. Rehabilitative Total Loss Property - A property damaged to a degree that the cost of rebuilding or
renewing it to original condition costs more than the properties restored value. Any marine vessel
damaged to this degree can be abandoned by insured person(s) if repair costs total more than 50% of
the properties total value, or the insurance company concurs with the decision to abandon the property
in regard to circumstantial variables.

ABSOLUTE LIABILITY - INSURANCE POLICY - A form of liability insurance not dependent on
fault. Absolute liability is used most frequently regarding actions of an individual or business
disregarding public policy. Actions insured do not have to be intentional or negligent. For example, a
product that causes an injury due to defective mechanics will hold the retailer liable for any damages
incurred to the product owner. Although the manufacturer or retailer is not directly related to the
defectiveness of the product, they can still be held strictly liable. Animal attacks, specifically regarding
animals without a prior history of violence, is another example of an insurable event within
ABSOLUTE LIABILITY INSURANCE.

ACCELERATED OPTION - POLICY PROVISION - Allows the POLICYHOLDER to use the
accrued cash value, by means of a single premium payment, to pay the cost of or mature the policy as
an asset.

ACCELERATION LIFE INSURANCE - INSURANCE POLICY - A portion of the guaranteed
DEATH BENEFIT (usually 25%) is awarded to the insured to pay for medical conditions present prior
to death. Specifically, the accelerated death benefit will provide funds to pay for life extension efforts
of the insured. Proof of alleged medical conditions are required, and upon presentation this proof will
enable the insurance company to pay 25% of the death benefit. If a portion of the death benefits
remain, this remainder sum is to be paid to a named BENEFICIARY, in the same structure as a
traditional life insurance policy.

ACCELERATIVE ENDOWMENT - INSURANCE POLICY - DIVIDENDS having ACCRUED
under the policy may be used to mature the policy. The policy then becomes known as
ENDOWMENT INSURANCE.

ACCEPTANCE - Mutual acceptance of an offer, bound by a contract, usually signifying understanding
between the insurance company and the applicant. A premium an applicant pays to enable the benefits
on a new policy is acknowledged through written ACCEPTANCE.

ACCIDENT - An unforeseeable event not regulated under the control of the insured, resulting in
damages. Any event deemed to be an accident happens by means of pure possibility, unable to be
purposefully caused by the insured. Odds and laws of probability are directly correlated



to ACCIDENT identification methods. As an example, a car accident that occurs while insured under a
PERSONAL AUTOMOBILE INSURANCE POLICY (PAP) will provide payments for losses
regardless of acts of negligence or omissions by the insured. Bodily injury, property damage, and
damage to outside parties may be covered as well.

ACCIDENTAL DEATH AND DISMEMBERMENT - INSURANCE POLICY - Insurance policy that
pays according to the insurance contract in the event of bodily harm or death due to accidental
circumstance (barring natural causes). For instance, an insured victim is decapitated in an accident. A

lump sum payment or predefined schedule of payments are used to compensate the insured's
BENEFICIARY.

Payment schedules vary in regards to amounts payable based on the part of body lost, as well as
fatalities caused by an accident.

ACCIDENTAL DEATH BENEFIT - INSURANCE CLAUSE - In addition to benefits paid in the
event of the insured's death, this clause pays an additional sum if the death occurs from direct
involvement in an accident. Double indemnity inclusions pay twice the original value of the policy,
payable to the beneficiary. Triple indemnity awards three times the original value of the policy, and so
on. Accidental death as a result of war, flight (except as a passenger on a commercial flight), and
illegal actions are most often exempt from inclusion. Age and time limits apply. In order for an
accidental death to be eligible for certain benefits,, the insured must die within a specific time frame
after the accident and as a direct result of the accident. An age group requirement is often enabled
within the policy, calling upon probability to ensure death is a direct result of the catastrophic event and
not old age.

ACCIDENTAL DEATH - INSURANCE POLICY - This policy provides payments to the insured if
he/she dies by means of an accident. Frequently, this policy is included as a multiple policy package
along with dismemberment insurance. The insured's beneficiary receives the accidental death payment
according to the terms outlined in the policy. If coupled with dismemberment insurance, and loss of
limb is sustained, payment amounts are awarded according to the policy terms.

ACCIDENTAL MEANS - An unexpected event, not under the direct control of the insured, causing
substantial bodily injury.

ACCIDENT AND HEALTH - INSURANCE POLICY - Policy coverage for accidental injury,
accidental death, and sickness. This policy is also known as Accident and Sickness Insurance. When
hospital stays, surgical expenses, and loss of income occurs due to accident or sickness, award
payments are made according to the terms outlined in the policy.

ACCIDENT AND SICKNESS - INSURANCE POLICY - Label previously used for a type of
insurance policy that covers accident and sickness.

ACCIDENT FREQUENCY - The total number of times an accident has occurred. Premiums are based
on mathematical equations that factor in the number of times an accident has happened.

ACCIDENT INSURANCE - INSURANCE POLICY- Policy coverage including injury and or death as
a result of accidental circumstance. Critical injuries resulting in death trigger this type of insurance to
award benefits and/or income according to the policy terms.

ACCIDENT SEVERITY - The extent of loss as a direct result of accidents. Accident severity is also
used to give insurance companies data to define their premium costs.

ACCIDENT- YEAR STATISTICS RECORD - Premiums and losses received for accident coverage
over a period of 12 months. This data is crucial in determining basic premium costs as well as the cost
to the insurance company. Overhead costs and variable financial factors must be included in the
calculations in order to produce premium costs that are financially feasible to the insurance company.
Predicting future losses are derived from accident year statistics.

ACCOMMODATION LINE AGREEMENT - Insurance companies insure business provided by an
AGENT or BROKER despite the business being sub par in quality. Insurance companies insure these
businesses to increase the probability of continued profitable business arrangements from the AGENT.

ACCOUNTANTS PROFESSIONAL LIABILITY INSURANCE POLICY - This policy covers an



accountants liability within the confines of their professional tasks. Any mistakes made within work
orders and tasks directly related to accounting are covered. However, if the insured accountant was to
get into an accident outside the realm of the working environment, completely unrelated to the job, this
and similar events would not be covered by this form of insurance.

ACCOUNTS RECEIVABLE INSURANCE POLICY - This form of insurance covers the expense
incurred when records are destroyed. Records directly related to the business, damaged by an insured
business risk, are covered by the policy to ensure proper record reconstruction and collection of
associated fees. The raw materials upon which the records are stored, however, are not insured by
this insurance policy.

ACCREDITED ADVISOR IN INSURANCE (AAI) - This is a professional certification awarded after
the completion of three national exams given by the Insurance Institute of America (IIA). The exams
cover multiple insurance and insurance related subjects requiring expert knowledge of each.

ACCRUE to gain or amass more, to increase or grow. For instance, the cash value of a life insurance
policy will ACCRUE at a certain rate, growing more valuable as the years progress.

ACCRUED BENEFIT COST METHOD (ACTUARIAL) - This is the calculation method used to
determine proper crediting of earned retirement benefits. For each year of work, the insured beneficiary
is awarded one unit of benefit. The current value of the unit of benefit is is calculated using variables
that change over time, such as life expectancy of the insured. The resulting amount of benefit, after
calculation, is assigned to the employees account. The assigned amount can take the form of a
percentage or flat dollar sum depending on the circumstances of the agreement. Amounts of 1.5%
compensation accreditation per year are commonly used in retirement benefit agreements.

ACCRUED BENEFIT COST METHOD actuarial method of crediting retirement benefits earned and
the costs associated with these earned retirement benefits. An increment (unit) of benefit is credited for
each year of recognized service that an employee has earned. Then the present value of these benefits
(including the employee's life expectancy) is calculated and assigned to the year earned. The benefit
earned by the employee can take the form of a flat dollar amount or a percentage of compensation. For
example, this may work out to 1 1/2% of an employee's compensation being credited to the employee's
account for each year of recognized service.

ACCRUED INTEREST AMOUNT - This interest amount has accrued, but has not yet been awarded.
This amount is to be paid upon the maturity of the next interest payment.

ACCUMULATED VALUE (MULTIPLIER) - In order for insurance companies to gain this figure, the
following calculation must be performed. The total number of ACCUMULATION UNITS is
multiplied by the ACCUMULATION UNIT VALUE for a VARIABLE ANNUITY. Current market
values are derived from a similar calculation method.

ACCUMULATION PERIOD TIME FRAME - This is the period of time when an ANNUITANT is
providing his or her premium payments to an insurance company. The insurance company is liable to
uphold certain obligations, depending on the terms of the PURE ANNUITY or REFUND ANNUITY
for which the premiums are being paid. Different factors must be considered for an annuity purchase.
Depending on the circumstances surrounding the purchase, either option can yield a more
advantageous position.

ACCUMULATION UNIT - Comparable in similarity to a mutual fund unit, an ACCUMULATION
UNIT is used to measure the policyholder's interest in a VARIABLE ANNUITY prior to the
ANNUITY DATE.

ACCUMULATION UNIT VALUE - This unit value defines how much each ACCUMULATION
UNIT is quoted to be worth at the end of the VALUATION PERIOD for a VARIABLE ANNUITY.
The NET ASSET VALUE in a mutual fund is similar to the ACCUMULATION UNIT VALUE for an
ANNUITY.

AIDS and Property/Casualty Insurance

Inclusion of the AIDS virus within property and casualty insurance agreements has a substantial impact
on the liability portion of homeowners, automobile, commercial general liability (CGL), and workers
compensation insurance policies.



1. HOMEOWNERS INSURANCE POLICY (COMMUNICABLE DISEASE) - THE INSURANCE
SERVICES OFFICE (ISO) policy form contains a communicable disease endorsement EXCLUSION.
Most property and casualty insurance companies utilize this form in it's entirety or through the use of
minor modifications. This exclusion has yet to be defeated in a court of law.

2. AUTOMOBILE INSURANCE - AIDS exposure can result from negligence and/or accidents
involving insured persons suffering from the AIDS virus. Personal and business automobile insurance
policies hold equal relevance.

(a) An injury victim who is unknowingly infected with the AIDS virus by means of a necessitated
blood transfusion may file a suit against the driver who caused the accident. This negligent driver is
negligent according to the TORT LIABILITY system. A similar example depicts a disease
exposure circumstance using a different situational variable.

During a car accident caused by a negligent driver, two passengers open wounds come in contact with
each other. One of the passengers has AIDS and subsequently infects the clean passenger with the
virus. A suit is now filed against the driver using simple logic as the aggressor. Common sense would
dictate that bodily fluid transmission would not have occurred had there been no accident.

(b) activation of a previously dormant AIDS virus (one capable of staying inactive within the host
whilst retaining the ability to reproduce at a later date) becomes active. The injured party may file suit
against the driver for stress related induction of AIDS progression. Justification of legal proceedings
are based upon the assumption that the accident acted as a catalyst to change the way the virus
survives. Had this not occurred, the progression of the virus into an active state may have not have
occurred for many years.

3. COMMERCIAL GENERAL LIABILITY FORM (CGL) - This form is used to safeguard employers
and/or employees against negligent acts or circumstances that occur within the confines of a business
site. Negligence may be related to the employees as well as the work environment itself.

(a) An AIDS exposure resulting from employee negligence or accidental circumstance, such as
product or service infection that is in direct contact with uninfected customers or fellow employees.
Using a figurative example, an AIDS-infected employee may cough upon a customer while suffering
from a bloody nose. Acts of vengeance, specifically intentional and malicious acts upon customers or
employees also pose a risk.

(b) AIDS exposure as a result of sexual assault by an AIDS-infected offender can be incurred by a
customer while he or she is within the confines of a business location. This customer may bring suit
against the business. It is the sole responsibility of the business to keep and provide a safe environment
for customer visitation. Cases of assault involving AIDS exposure pose a situational risk regardless of
an employees criminal record or past history of violent behavior.

(c) AIDS exposure as a result of negligent employer policies can provide the employee means to file
suit against an employer. Using the premise of libel, slander, and invasion of privacy, an employer
who discloses to their staff the status of an AIDS-infected employee is in violation of the employees
rights. This incorrect business practice also violates the confidentiality agreement with the employer.

4. WORKERS COMPENSATION POLICY - AIDS exposure may result from an injury at work
involving infected and non-infected parties, as well as necessitive on-site blood transfusion between
infected and uninfected employees. The resulting exposure is relevant to the worker compensation
policy.

Life/ Health Insurance

AIDS-related fatalities have substantial relevance in statistical claim patterns for GROUP LIFE
INSURANCE as well as INDIVIDUAL LIFE INSURANCE.

LIFE INSURANCE and HEALTH INSURANCE as a whole are also substantially affected by the
existence of AIDS related events.

1. Group Life, Medical, and Disability Insurance - All applicants must be accepted during the open
enrollment period. A person infected with the AIDS virus would be automatically insured. A
significant amount of claims while under the group policy may increase the required payment amount
for additional coverage. Insurance companies reserve the right to refuse renewal of any group's



coverage.

DEATH BENEFIT limitations are also relevant to group policies. An AIDS-infected employee is
restricted in how high of a coverage amount he or she can hold. Usually, the generally accepted policy
rate holds twice the employee's annual salary as a coverage limit. The subsequent reduction of
ADVERSE SELECTION by AIDS-infected employees is crucial to the employers financial well being.

2. Individual Life, Disability, and Medical Insurance - In individual coverages, unlike group
insurance, a multitude of variables are used to determine coverage eligibility. Age, gender, health
history, family health issues, vocation, interests, hobbies, lifestyle habits, and more are carefully
considered to create a fair statistical construction of the individual applying for benefits. All of the
above factors play a part in the actualization of whether or not high levels of benefit coverage are
available to the individual. Once INSURED, a insurance company is at the mercy of any future AIDS
infection that may occur with a currently and completely uninfected customer.

The inclusion of POLICY PURCHASE OPTION (PPO) allows the insured to automatically increase
coverage limits whenever certain events transpire. For example, a certain calendar date can be set to
trigger an increase in the coverage limit. An AIDS patient can set his or her policy to increase the
coverage amount according to a preset date schedule. AIDS patients who hold dividend paying
policies can use the dividends to pay up the policy without a physical examination or medical review.

This is known as a form of GUARANTEED INSURABILITY, whereas the insurer is not in control of
coverage distribution.

Many life insurance policies do not include AIDS related questions. This leaves a chronic insurance
susceptibility regarding overall benefit amounts paid to the increasing AIDS epidemic.

ACTS - The accomplishment of a task or ongoing function. Certain ACTS are excluded from
insurance coverage. This term usually involves criminal behaviors such as intentional destruction of
property. Any illegal ACTS committed release the insurance company from any responsibility
associated with the behavior.

ACTUAL/ EXPRESS AUTHORITY - Power the insurance company bestows upon an AGENT within
a written contract.

ACTUAL CASH VALUE - The cost to replace damaged or destroyed property with a new property
having a nearly identical value. Depreciation and obsolescence are used to determine an adequate
replacement. Items holding an appreciation value, one that grows over time, require separate
scheduling within the policy.

ACTUARIAL ADJUSTMENT MODIFICATION - Changes in value that reflect the true loss
experience, expenses, and upcoming benefits yet to be paid.

ACTUARIAL CONSULTANT (INDEPENDENT ADVISOR) - Insurance companies, federal, state,
and local governments, as well as labor unions and corporations are assisted with knowledge and
expertise provided by this type of advisor. Analysis of small insurance company liability, estimating
the structural integrity of a policy, as well as the design of information systems are all the responsibility
of the ACTUARIAL CONSULTANT .

ACTUARIAL COST METHOD SYSTEM - Used for figuring the financial benefit between a pension
plan's present cost and future benefits. This relationship outlines the degree to which a pension plan is
funded. The primary objective is to contrast the average cost of benefits accrued against the specific
year in question.

ACTUARIAL EQUIVALENT DETERMINATION - Mathematical calculation based on the likelihood
of unfortunate events and the benefits paid upon the materialization of these occurrences. The cost of
the premium is determined in accordance with the probability of loss.

ACTUARIAL GAINS/LOSSES - Experience applied to the annual costs associated with a pension
plan. The cost of the premium must be set according to assumptions concerning future loss and the
subsequent expenses. In terms of statistical data, if the experience (in terms of event occurrence) is
better, the result is an actuarial gain. If worse, an actuarial loss.

ACTUARY MATHEMATICIAN - Expert in mathematics pertaining to the field of insurance.
Actuaries are responsible for various statistical data including MORTALITY and MORBIDITY
TABLES. Reserves, premiums, and dividend calculation are also within their field of expertise.



Product development, construction of annual reports, as well as overseeing overall financial function
are key job characteristics of an ACTUARY MATHEMATICIAN. Actuaries are most often required
to possess a strong business background and exceptional mathematical talent. Actuarial associations
provide certification by means of a qualification test.

ADDITIONAL CAR/CARS - A vehicle leased or purchased by an insured or his/her marital partner in
addition to the presently insured motor vehicle. In order for this vehicle to be covered under the
insureds current insurance policy, it must meet specific requirements. Vehicle must be a private
passenger car and must fit into a family of vehicles insured by the same insurance company. All
additional pickups and vans must also be insured under this same company in order to be eligible for
additional car/cars coverage.

ADDITIONAL DEATH BENEFITS - An added layer in addition to traditional life insurance coverage.
Double indemnity is most frequently associated with this term. Benefits in amounts of multiplied face
values are based upon certain variables. For example, if an insured dies within a certain age
classification while dependent family members are still living at home, a multiple benefit higher than
the original death benefit is awarded.

ADDITIONAL DEPOSIT PRIVILEGE CLAUSE - CURRENT ASSUMPTION WHOLE LIFE
INSURANCE policies allow unscheduled premiums to be paid at any point in time before the maturity
of policy. An outstanding loan forces the additional deposits to be applied to the loan first. A
minimum deposit amount is sometimes required for an additional deposit.

ADDITIONALLY INSURED INDIVIDUAL - Person(s) added to the insurance policy other than the
original and primarily insured individual. Logical financial reasoning is the prominent factor behind
the utilization of additional insureds. Adding to the current policy is usually much less expensive than
a completely separate policy purchase. Property and liability insurance are two forms of insurance
allowing for an additional policy member to enjoy the same benefits as the original insured.

ADDITIONAL LIVING EXPENSE INSURANCE COVERAGE - Homeowners, Condominium, and
Renter policy that will reimburse the costs associated with temporary living arrangements until the
originally insured home can be made livable again. Generally, 10-20% of the homes structural
coverage is provided as living expenses.

ADD TO CASH VALUE DIVIDEND OPTION - This option allows the policy owner to collect
dividends from a participating policy in order to apply them to the accumulation of CASH VALUES.

ADHESION INSURANCE CONTRACT AGREEMENT - An acceptance agreement created by an
insurance company to offer possible insureds using take-it-or-leave-it terms. Upon an insureds
misinterpretation of this contractual agreement, courts generally side with the insureds as they can not
alter the terms of this contract. All insurance contracts are classified within the court system to be
contracts of adhesion.

ADJACENT - Adjoining. The majority of insurance policies, such as a HOMEOWNERS
INSURANCE POLICY, offer structural coverage for an adjacent structure according to the same
contractual basis as the primary structure. .

ADJUSTABLE LIFE INSURANCE (INSURANCE POLICY) - Face value, premiums, and the plan of
insurance are variable and able to be modified according to a policy owners decision in the following
ways, without issuance of additional policies.

1. The face value of the policy can be either increased or decreased at the policy owners discretion (in
order to increase coverage amounts, evidence of up to date insurability must be presented to the
insurance company) The resulting cash value of the policy is calculated through the change in face
value and premium amount.

2. premiums can be increased or decreased along with the period of time in which they must be paid.
Unscheduled premiums can be paid using a lump sum method. Adjustable premiums can be
lengthened or shortened in order to customize the coverage period. Insureds may also lengthen or
shorten the allowable contractual time frame to make the premium payments. Using a figurative
example: John, a successfully career driven insured, originally purchases a term life policy with an
annual premium. Over the course of a year, he prospers financially and is able to financially sustain a



higher premium payment and subsequently pay the policy off in a shorter period of time.
ADJUSTABLE LIFE INSURANCE allows John the ability to alternate between a paid-up-at-65
policy and term life policy depending on the present status of his financial situation. It is at John's sole
discretion whether the policy remains a term or paid-up policy.

ADJUSTABLE PREMIUMS - Variable premiums that can increase or decrease. Specific insurance
policies allow the premium payment to change according to expenses incurred by the company.
Factors like experience, investment returns, and success of the insurance company determine whether
the premium costs reduce or inflate.

ADJUSTED LIABILITIES - These are calculated using: Legal liabilities minus INTEREST
MAINTENANCE RESERVE minus ASSET VALUATION RESERVE.

ADJUSTED PREMIUM (INSURANCE PREMIUM) - A premium reflecting the NET LEVEL
PREMIUM and it's modifications to include the cost involved with acquiring the first year of coverage.
This modification consists of a calculation involving the division of the acquisition expense by the
present day value of a LIFE ANNUITY DUE (spreading the payments due across a given premium pay
period). This newly calculated premium is used to produce the minimum CASH SURRENDER
VALUE included in the NON FORFEITURE PROVISION.

ADJUSTED PREMIUM CALCULATION METHOD - The method used to produce a life insurance
policy's cash surrender value (CSV) independent of the policy's RESERVE calculation. The CSV will
estimate the ASSET SHARE VALUE of the insurance policy according to requirements of the
STANDARD NON-FORFEITURE LAW. To determine the CSV, the following steps are followed in
sequence:

(1) Calculating the initial year expense allowance

(2) Calculating the ADJUSTED PREMIUM

(3) Replacing the adjusted premium with the NET LEVEL PREMIUM used in the calculation of the
PROSPECTIVE RESERVE.

ADJUSTED SURPLUS AMOUNT - This figure is derived from the following calculation method:
Statutory surplus plus INTEREST MAINTENANCE RESERVE plus ASSET VALUATION
RESERVE.

ADJUSTER EMPLOYEE - Individual hired by a property and casualty insurance company to settle the
claims filed by insureds. The adjuster employee assesses each claim in order to make informed
recommendation to the insurance company.

ADJUSTMENT INCOME FUNDING - Income awardable to a surviving spouse or beneficiary upon
death of the primary income earner. ADJUSTMENT INCOME provides a source of funding until a
beneficiary can render themselves self-reliant. Using a figurative example, ADJUSTED INCOME
FUNDING can be supplied to a beneficiary until such time as he or she is financially self reliant.
Adjustment income is directly dependent on the amount of life insurance purchased.

ADJUSTMENT PROVISION PERMISSION - This allows an Adjustable Life Insurance policy to
change in structure through the following means of modification:

(1) Increase or decrease of the premium

(2) Increase or decrease the FACE AMOUNT

(3) Lengthen or shorten protection periods

(4) Lengthen or shorten the premium payments allowable time frame period.

ADMINISTERING AGENCY EMPLOYER - An employer utilizing a self-administered insurance
plan; or, an insurer administering a group employee benefit plan. Employer administered plans are
produced using employer maintained records containing demographic and other pertinent information
from an employer's monthly reports.

ADMINISTRATION (OVERALL) The collective performance of management procedures in relation
to an EMPLOYEE BENEFIT INSURANCE PLAN. Actuarial services, booklet, contractual plan
designing, accounting, billing, and establishment of insurability are all included when reviewing the
efficacy of an administration.

ADMINISTRATIVE CHARGES - Charges relative to the ADMINISTERING AGENCYS expense
incurred from the administration of a group employee benefit plan.



ADMINISTRATIVE SERVICES ONLY (ASO) ASSISTANCE - Aid provided in accordance with an
employee benefit plan. A clerical staff is supplied by the employer in order to effectively operate the
plan, comparable in relativity to a custodian. This board of trustees provide directional influence over
the plan's funds, most often pertaining to self-directed investment accounts. Trustee plans are
achieving increased prevalence through employer and employee demand for stronger control over
pension funds. A self-insured or liability plan's group may hold an ASO contract with an insurance
company or third-party administration in order to handle their claims and processing efforts more
efficiently.

ADMINISTRATOR (APPOINTED) - Individual appointed by the court system to control the estate of
a deceased having declared no EXECUTOR or EXECUTRIX. An ADMINISTRATOR acts with
FIDUCIARY ability in relation to the estate

ADMIRALTY PROCEEDING CONDUCTION - Administration of maritime suits pertaining to
OCEAN MARINE INSURANCE claims presented before an admiralty court.

ADMITTED ASSETS (STATE ALLOWED) - These assets are permitted, in accordance with state
law, to be included in the ANNUAL STATEMENT of the insurance company. ADMITTED ASSETS
are crucial elements in the determination of an insurance companies financial competence. Stocks,
bonds, mortgages, and real estate are some of these key components. Long term mortgages made up a
large portion of admittable assets, historically speaking. The inception of current assumption whole
life insurance policies can make short term financial instruments the great majority of admittable
assets.

ADMITTED INSURANCE POLICY(S) - Insurance purchased from a licensed insurance company in
the state where the policy was originally secured. These state specific insurance policies are purchased
through a broker or agent licensed by the power of that particular state. The state determines the
marketing of the insurance policys and the forms used to procure the the business.

ADVANCED PENSION PLAN (FUNDED) - A retirement plan comprised of money allocated to fund
an employees' pension.

ADVANCED LIFE UNDERWRITING PROCESS - The analysis of intricate personal and business
cases in accordance with tax and estate planning to establish life insurance necessity. The advanced
life underwriter's expertise is utilized in elaborate business and personal cases focusing on areas of
understanding unknown to the family life agent or underwriter .

ADVANCE FUNDING PAYMENT(S) Premiums awarded before their established due date. Within
pension plans, premiums are assigned to cover the payment of future award benefits prior to their
availability.

ADVANCE PAYMENT(S) Payment or payments awarded to the insured by the insurance company
prior to the predefined settlement date. An insurance company may opt to pay a claim prior to the
scheduled payment date in light of variable circumstances.

ADVANCE PREMIUM PAYMENT - A premium paid before the originally specified due date. An
insured may complete the premium payment before it is actually due, resulting in a discount on the
premium.

ADVERSE FINANCIAL SELECTION PROCESS - This process is established as active when the
POLICY-HOLDER ends his or her policy due to the occurrence of the following circumstances:
(1) There are higher rates of return offered by a competing establishment

(2)An economic depression forces the insured to use his or her policy proceeds to combat financial
difficulties. Should this happen, a policy-holder may exercise their right to use the CASH
SURRENDER VALUE option. This may force a company to sell their assets at "fire sale" rates of
return, yielding lower amounts able to be invested at beneficial rates of return.

ADVERSE SELECTION PROCESS - This occurs when a high risk or uninsurable applicant applies
for a policy at the standard premium rate. Carefully screening is performed by all life insurance
companies in order to secure their own financial well being. Health and existence of hazardous
occupations are two commonly screened for determining factors..

ADVERTISERS LIABILITY INSURANCE COVERAGE - An advertiser's acts of negligence and/or
omissions (verbal or written) that result in civil suits having the premise of libel, slander, defamation of
























organization or a person not in the medical profession or business. It is usually covered under a
PROFESSIONAL LIABILITY INSURANCE policy.

INCIDENTS OF OWNERSHIP — a policyowner’s rights under a life insurance policy, including the
right to surrender the policy for its cash value and to name a new beneficiary at any time.

INCOME AND PRINCIPAL POLICY - a policy that provides upon the death of the INSURED an
income for life to the primary BENEFICIARY. The FACE AMOUNT of the policy becomes payable
to the secondary beneficiary upon the death of the primary beneficiary. If the primary beneficiary die
before the insured, the face amount of the policy is paid to the secondary beneficiary upon the death of
the insured.

INCOME IN RESPECT OF A DECEDENT (IRD) — a classification at death of all PENSION PLANS,
PROFIT-SHARING PLANS, INDIVIDUAL RETIREMENT ACCOUNTS (IRAs), ANNUITIES, and
installment payments to the extent to which the deceased was entitled to receive income and that

income was not included in the taxable income of the deceased in the year of the death. This income is
subject to income tax to the BENEFICIARY as well as ESTATE TAX to the heirs.

INCOME REPLACEMENT - a benefit in disability income insurance whereby an ill or injured
wage earner receives a monthly income payment as a replacement for a percentage of his or her lost
earnings. See also DISABILITY INCOME INSURANCE (Amount of Benefits).

INCORPORATION INTO FUNDING AGREEMENT - are factors taken into account with regard
to the instrument used in funding a pension plan. For example, an allocated funding instrument
guarantees that benefits will be paid for all premium payments received. This should eliminate
concerns of employees regarding the availability of funds to pay their benefits at retirement.

INCREASED COST ENDORSEMENT - is coverage for extra expenses associated with the
reconstruction of a destroyed or damaged building where zoning requirements mandate more costly
construction material. This endorsement is an attachment to property policies.

INCREASED COST OF CONSTRUCTION CLAUSE - is coverage if municipal or state law
requires that a destroyed or damaged building must be rebuilt at an increased cost to comply with
building code provisions that were not in effect when the building was originally constructed.

INCREASED HAZARD — a condition that increases the probability of a loss. For example, storing
flammable material next to a furnace in one's home increases the hazard with the knowledge of an
insured, and is grounds for the insurance company to suspend the policy.

INCURRED LOSS RATIO - the proportion of losses incurred to the premiums earned. This ratio
states the amount of a premium dollar that is being consumed by losses.

INDEMNITY AGREEMENT - a policy provision designed to restore an insured to his/ her original
financial position after an occurence of loss. The insured should neither be put at a monetary
disadvantage nor profit by incurring the loss. See also INSURANCE CONTRACT, GENERAL;
INSURANCE CONTRACT, LIFE; INSURANCE CONTRACT, PROPERTY AND CASUALTY.

INDEMNITY BOND - a coverage for loss incurred by an obligee should the principal fail to
perform according to standards agreed upon between the obligee and the principal.



INDEMNITY OR FEE-FOR-SERVICE INSURANCE - a coverage for the percentage of the health
care costs that are paid by the health insurance company, (usually 80% above the insured's deductible
up to a dollar amount of approximately $5000.) The company then pays 100% of the costs up to the
limits of the policy. The insured may select a physician of his or her choice.

INDEPENDENT ADJUSTER - an independent contractor who adjusts claims for different
insurance companies. Such services are used by insurance companies whose financial resources or
volume of claims do not warrant employment of their own in-house adjusters.

INDEPENDENT AGENT - a contractor who represents different insurance companies and who also
searches the market for the best place for a client's business. The independent agent, who owns the
records of policies sold, pays agency's expenses out of the commissions earned, is not controlled by
any one company, and is responsible for maintaining employee benefits.

INDEPENDENT INSURANCE AGENTS OF AMERICA (ITAA) — the association of independent
agents whose objective is to further the interests of these agents through lobbying, education, and
professional ethics.

INDEPENDENT INSURER - an insurance company that is not under common ownership or
management with other companies or is not a member of a rating bureau. The insurance company is
said to stand alone. See also INDEPENDENT AGENCY SYSTEM; INDEPENDENT AGENT.

INDEPENDENT PRACTICE ASSOCIATION (IPA) — a type of HMO (HEALTH
MAINTENANCE ORGANIZATION) that issues contracts to independent physicians. These
physicians are to be paid a per visit fee for seeing an HMO member or are paid an annual fixed sum.
The HMO members are covered only when they use an HMO physician or hospital.

INDIRECT LOSS - a loss that is not the direct result of a peril. Damage to property of a business
firm would be a direct loss, for example, but the loss of business earnings because of a fire on its
premises would be an indirect loss.

INDIRECT PROPERTY EXPOSURES - a loss of income that results from the destruction or
damage of a person's property or a business' property. For example, if a store is damaged by fire and is
unable to sell its inventory to customers, a loss of income results.

INDIVIDUAL ANNUITY TABLE — the 1971 historical MORTALITY TABLE that replaced the
ANNUITY TABLE of 1949, used for the calculation of annuity rates with more-current mortality
experience at that time. This table was eventually replaced by the 1983 Table-a (mortality table used
for the calculation of annuity rates for males).



INDIVIDUAL FIDELITY BOND — a bond that reimburses a business for loss caused by the
dishonest act of an employee. Since crime insurance policies do not cover dishonest acts of employees,
to have a fidelity bond is necessary for this protection. Fidelity bonds cover financial institutions and
mercantile business. See also FIDELITY BOND.

INDIVIDUAL HEALTH INSURANCE POLICY —a HEALTH INSURANCE CONTRACT which
is sold to an individual to provide coverage for medical expenses. Compare and contrast with GROUP
HEALTH INSURANCE.

INDIVIDUAL LEVEL COST METHOD - a projection is made in pension plans of benefits
credited to each employee's account at the age of retirement. Costs are then allocated on a level basis
over a specified future time period. This cost method can be classified according to whether there is or
is not a supplemental liability. See also INDIVIDUAL LEVEL COST METHOD SUPPLEMENTAL
WITHOUT LIABILITY; INDIVIDUAL LEVEL COST METHOD WITH SUPPLEMENTAL
LIABILITY.

INDIVIDUAL LEVEL COST METHOD WITHOUT SUPPLEMENTAL LIABILITY — is a means
of projecting the costs of pension plans on a level basis over a given future time period. The actuarial
value of each employee's future benefits to be paid at the age of retirement is calculated (including past
service benefits to be credited, if any), and their costs are spread equally over the remaining work
experience of the employee. This equation states that the present value of future benefits equals the
present value of future costs.

INDIVIDUAL LEVEL COST METHOD WITH SUPPLEMENTAL LIABILITY — is a means of
projecting the costs of pension plans on a level basis over a given future time period. The actuarial
value of each employee's future benefits to be paid at the time of retirement is calculated(it begins with
the first day an employee could have joined the pension plan, had it been in effect at that timethereby
creating a supplemental liability), and their costs are spread equally over the remaining work
experience of the employee.

INDIVIDUAL LIFE INSURANCE - in contrast to group life insurance which covers many lives, is
coverage of a single life. See also ENDOWMENT INSURANCE; LIFE INSURANCE; ORDINARY
LIFE INSURANCE; TERM LIFE INSURANCE.

INDIVIDUAL POLICY PENSION TRUST - a type of PENSION PLAN in which the employer (if
it is a NONCONTRIBUTORY plan) or the employer and employee (if with regards to a
CONTRIBUTORY plan) make level annual premium payments to fund the future benefits at
retirement, through an individual DEFERRED ANNUITY, of the employee. Also funded in this
manner is a separate life insurance policy on each employee. (This policy is usually held in the trust.)
See also PENSION PLAN FUNDING, INDIVIDUAL CONTRACT PENSION PLAN.

INDIVIDUAL PRACTICE ASSOCIATION HEALTH MAINTENANCE ORGANIZATION -
(HEALTH MAINTENANCE ORGANIZATION) HMO that provides medical services to members of
the HMO through an exclusive contract with specific hospitals and physicians. This selected group of
physicians and hospitals provide medical services to both HMO members and non-HMO members.
Generally, HMO members may select the primary care physician of their choice from the list of
specific physicians. After rendering services to the HMO member, the physician is paid a fee which is
predetermined by the HMO.



INDIVIDUAL RETIREMENT ANNUITY - a type of INDIVIDUAL RETIREMENT ACCOUNT
(IRA) which is allowable by the EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974
(ERISA) where contributions in the form of premium payments are made on a FIXED DOLLAR
ANNUITY or VARIABLE DOLLAR ANNUITY or both.

INDIVIDUAL RISK PREMIUM MODIFICATION PLAN — an adjustment of premiums in group
insurance, because of reduced expenses due to economy of scale. Group life premiums are subject to
modification and negotiation because of administrative savings in dealing with large numbers of
people. In contrast, because each policy is handled individually, a single person cannot negotiate his or
her premium rate.

INDIVISIBLE CONTRACT - the inability to divide a CASH VALUE LIFE INSURANCE policy
into a protection element and a savings element because, in theory, if the POLICYOWNER withdraws
a portion or all of the cash value, there is a reduction in the DEATH BENEFIT.

INDUCEMENT TO ESTABLISHMENT OF PENSION PLANS - state of affairs that encourage the
organization of pension plans by employers. For example, employer contributions are tax deductible as
business expenses and not currently taxable income to employees. Pensions also help improve the
image of a business firm in its community, help attract employees, and maintain employee loyalty,.

INDUSTRIAL INSURED - is one who purchases insurance, usually liability and property and not
life or annuities, by using his or her own employee purchaser or licensed broker/agent at a minimum
annual premium of not less than six digits.

INDUSTRIAL INSURED CARRIER — an insurance company that sells casualty and property
insurance only to INDUSTRIAL INSUREDS. These companies are licensed separately and separately
capitalized to market insurance to cover the risks of industrial insureds.

INDUSTRIAL LIFE INSURANCE — where modest amounts of coverage are sold on a DEBIT basis.
The face amount is usually less than $1000. See also DEBIT INSURANCE (HOME SERVICE
INSURANCE, INDUSTRIAL INSURANCE).

INDUSTRIAL PROPERTY POLICY PROGRAM - a predecessor of a SPECIAL MULTIPERIL
INSURANCE (SMP) policy and COMMERCIAL PACKAGE POLICY, which covered property of
manufacturing installations, in at least two different locations, including equipment and machinery,
and, optionally, betterments and improvements.

INFLATION ENDORSEMENT — an attachment to a property insurance policy that adjusts
automatically its coverage according to the construction cost index in a community. This endorsement
is necessary in a property contract to maintain adequate coverage. Otherwise, it is advisable for a
policyowner, at time of renewal, to adjust the limits of coverage to reflect the market value of the
property and the increased cost of construction.

IN-FORCE BUSINESS — an aggregate amount of insurance policies that are paid in full (or are
being paid) that a health or life insurance company has on its books. The size of a health or life
insurance company is often measured by its in-force business. In a life insurance company, the measure
is expressed as a face amount of the insurer's portfolio. In a health insurance company, the measure is
expressed as premium volume.



IN-FORCE REQUIREMENT - the need for an insurance policy to be paid in full or to be paid for a
minimum number of years before the insured is eligible to receive any benefits. This requirement is
typically found in LONG-TERM CARE (LTC) insurance policies.

INHERENT EXPLOSION CLAUSE — a provision of a property insurance policy which covers
conditions that are usually present in a specific location. For example, there is an inherent risk of
explosion in a flour mill.

INHERENT VICE EXCLUSION - a provision of a property policy that excludes construction that
has the probability to suffer a loss. For example, the roofing material used may not be able to withstand
a wind force of more than 15 miles per hour.

INHERITANCE TAX- a tax on the right to acquire ASSETS that are transferred to a
BENEFICIARY at the owner’s death of those assets.

INITIAL RESERVE - a reserve established at the beginning of the POLICY YEAR that is equal to
the TERMINAL RESERVE for the previous year plus the NET LEVEL PREMIUM for the current
year.

INJUNCTION BOND - a type of judicial bond in the event of a false injunction under which a
plaintiff is held liable for damages. The objective of this bond is to protect the party who has been
wrongly accused by a plaintiff and suffers financial loss.

INJURIES AND DISEASES COVERED - a specified list of diseases and injuries covered in a
health insurance policy. Consumers are advised to read and understand the definitions of diseases and
injuries in a health insurance policy. See also HEALTH INSURANCE.

INNKEEPERS LIABILITY - a liability arising out of the operation of a hotel or motel as it
pertains to the physical safety of guests and the property of guests.
INNKEEPERS LIABILITY INSURANCE - a coverage for omissions or negligent acts of an
operator of a hotel or motel resulting in bodily injury to guests and destruction of or damage to a guest's

property.

IN-PATIENT — a resident patient of a medical facility. Previously, health insurance benefits were
limited to in-patient treatment. Today health insurance policies provide an extensive list of out-patient
benefits. See also GROUP HEALTH INSURANCE; HEALTH MAINTENANCE ORGANIZATION
(HMO); OUTPATIENT.

INSOLVENCY - is bankruptcy. The circumstance does not relieve an insurance company of its
obligations under an insurance contract if an insured business firm becomes bankrupt.

INSOLVENCY CLAUSE - a provision of a reinsurance contract that states that even though the
primary insurance company is no longer in business ,the reinsurance company remains liable for its
predetermined share of a claim submitted by an insured.

INSPECTION REPORT - a statement that is prepared by an inspection bureau for a health or life
insurance company that summarizes information about an applicant for a policy, including morals,
habits, financial standing, physical condition, and other information. This report is used by a



company’s underwriter in evaluating an application for insurance; that is, whether the company should
classify an individual at standard insurance rates as a standard risk, as a substandard risk (charged an
extra rate), or as uninsurable.

INSTALLATION INSURANCE — is property coverage on a dealer's interest in equipment while it is
being installed. Material and labor are protected against such perils as lightning, windstorm, and fire.
For example, if an elevator was installed and it was destroyed or damaged before the buyer could take
possession, the contractor would lose the cost of labor and materials if there was no installation
insurance.

INSTALLMENT REFUND ANNUITY - an annuity contract. If the annuitant dies prior to receiving
income at least equal to the premiums paid, a beneficiary receives the difference in installments. If the
annuitant survives after the income paid equals the premiums paid, the insurance company continues to
make income payments to the annuitant for life.

INSTITUTE OF LONDON UNDERWRITERS — a trade association of insurance companies that
writes aviation,transportation, and marine insurance. The association commenced operation in the
1880s and it suggests standard clauses to be incorporated in policies written by the under-writers in
London.

INSURABILITY — a circumstance in which an insurance company can issue health or life insurance
to an applicant based on standards predetermined by the company.

INSURABLE RISK —is a condition in which an applicant has met an insurance company's required
standards. Requirements include a loss that is (1) fortuitous; (2) definable; (3) one of a large number of
homogeneous exposures; and (4) carries a premium reasonable in relation to a potential loss.

INSURANCE AGENT - is a representative of an insurance company in soliciting and servicing the
company’s policyholders. An agent's knowledge concerning an insurance transaction is said to be the
insurance company’s knowledge of as well. Wrongful acts of the agent are the responsibility of the
company; these bind the company to the customer. Notice given by an insured to the agent is the same
as notice to the company. See also AGENT; CAPTIVE AGENT; INDEPENDENT AGENT.

INSURANCE AGENTS AND BROKERS LIABILITY INSURANCE - is coverage for omissions
or acts committed by an broker or agent resulting in adequate insurance in the event of a liability suit or
property damage to a client.

INSURANCE AND SOCIETY — a phrase which refers to a constructive relationship, in which
insurance provides society with benefits such as savings, security, encouragement of investment, and
reduction in prices of goods to consumers.

INSURANCE BROKER - is not a representative of an insurance company but is the representative
of an insured,. Acts of a broker are not the responsibility of the company, and notice given by an
insured to a broker is not the same as notice to the company. . The broker is not limited to placing
business with any one company. The broker searches the insurance marketplace for a company in
which to place the business of the insured for the most coverage at the best price.

INSURANCE CONTRACT, GENERAL - a legally binding unilateral agreement between an
insurance company and an insured to indemnify the buyer of a contract under specified circumstances.



In exchange for a premium payment or payments the company covers stipulated perils. See also
ADHESION INSURANCE CONTRACT; ALEATORY CONTRACT; APPLICATION; CAPACITY
OF PARTIES; CONDITIONAL; CONSIDERATION; ENDORSEMENTS; INDEMNITY;
INSURABLE INTEREST; LEGAL PURPOSE; MUTUAL ASSENT; UTMOST GOOD FAITH.

INSURANCE CRIME PREVENTION INSTITUTE — an organization of over 300 property and
casualty insurance companies whereby their mission is to investigate fraudulent claims and bring to
justice those making fraudulent claims.

INSURANCE FORM - an attachment to a property and casualty policy that renders it operative. For
example, the Standard Fire Policy remains inoperative until a form is attached such as the Buildings
and Contents Form.

INSURANCE FRAUD PREVENTION ACT - is legislation that makes a federal crime of insurance
fraud. This act is part of the Omnibus Crime Bill. Under the act, it is a federal crime to misappropriate
funds or embezzle, money, or premiums from an insurance company, to knowingly file false financial
information with regulators, to obstruct the investigation of an insurance regulator, and to work or
allow such work in an insurance field after conviction of a felony involving dishonesty.

INSURANCE GUARANTY ACT - in several states, a law establishing a fund to guarantee benefits
under policies issued by insurance companies that become insolvent.

INSURANCE INFORMATION INSTITUTE — an organization whose objective is the education of
the general public concerning items of national concern of member property and casualty insurance
companies.

INSURANCE INSTITUTE FOR PROPERTY LOSS REDUCTION - an association of insurance
companies founded to reduce injuries, deaths, and the loss of property resulting from all types of
natural hazards in the United States. This institute concentrates on improving construction and building
techniques in order to minimize the damage resulting from natural hazards.

INSURANCE INSTITUTE OF AMERICA (ITA) — an organization that develops and publishes
educational material and administers national examinations in general insurance, supervisory
management, risk management, claims management, underwriting, loss control management,
accredited adviser in insurance, premium auditing, research and planning, and accounting and finance.

INSURANCE POLICY - is a written contract between an an insurance company and an insured
stating the responsibilities and obligations of each party. See also INSURANCE CONTRACT, LIFE;
INSURANCE CONTRACT, PROPERTY AND CASUALTY.

INSURANCE RATE — is the amount charged to an insured that reflects expectation of loss for a
covered risk; and insurance company profit and expenses. See also PREMIUM; PURE PREMIUM
RATING METHOD



From Back to Front-

YEARLY RENEWABLE TERM PLAN OF REINSURANCE - a type of PROPORTIONAL
REINSURANCE under which the CEDING COMPANY (PRIMARY INSURER) cedes to a
REINSURER its NET AMOUNT AT RISK for the amount above its retention limit on a life insurance
policy. If the insured dies, the reinsurer must pay that part of the death benefit which is equivalent to
the net amount at risk.

YEARLY PROBABILITY OF LIVING - a figure in a MORTALITY TABLE produced by dividing
the number of people alive at the end of a stated year by the number of people alive at the beginning of
that same year.

YEARLY PROBABILITY OF DYING - figure in a MORTALITY TABLE produced by dividing
the number of people dying during a given year by the number of people alive at the beginning of the
same year. NOT SURE ON THIS TERM

WRITTEN BUSINESS - insurance for which (1) a life insurance policy that has not yet been
delivered to (2) an insured an application has been filed but the first premium has not yet been paid or .

WRAP-UP INSURANCE - liability policy that covers all liability exposures for a large group that has
something in common. L.LE. wrap-up insurance can be written for all the various businesses working
together on a special project, to offer coverage for losses arising out of that work only.

WRAP-AROUND INSURANCE PROGRAM - a program designed as protection for political risk
(action taken by a foreign government causing financial loss to companies trading or investing
overseas). Coverage is provided for acts of government, deprivation, sanction, embargo, partial loss,
and forced abandonment.

WORLDWIDE COVERAGE — an endorsement to the COMMERCIAL GENERAL LIABILITY
INSURANCE (CGL) policy that provides liability coverage to an insured business for damages any
place world. Policies typically have territorial limits for liability coverage, but this endorsement
extends coverage worldwide, so long as a damage suit is brought in the U.S. or Canada.

WORKERS COMPENSATION INSURANCE - coverage providing four types of benefits (death,
disability, medical care, rehabilitation) for employee job-related injuries or diseases as a matter of right
(without regard to fault). This insurance is usually bought by the employer from an insurance company,
although in a few states there are monopolistic state funds through which the insurance must be bought.
The premium rate is based on a percentage of the employer's payroll and varies according to the
employee's occupation. See also WORKERS COMPENSATION BENEFITS.

WORKERS COMPENSATION, COVERAGE B - coverage under a commercial workers
compensation policy for situations in which an employee not covered under workers compensation
laws could sue for injuries suffered under common law liability.



WORK AND MATERIALS CLAUSE — a provision in most property insurance policies that allows a
policyholder to use the insured premises to store materials and handle them in the manner needed to
pursue their line of business. Without this clause, a policy may be voided for fraud, concealment, or
misrepresentation of an undisclosed INCREASED HAZARD. The clause offers a defense for a
policyholder against a charge of increasing the hazard of a workplace if the materials in question are
necessary to the business.

WOOL GROWERS FLOATER INLAND MARINE - a policy addition that provides coverage to
owners of sheep, wool in transit, and to warehouse owners who store wool.

WINTER RANGE FORM - a type of livestock insurance that covers for cattle and sheep on the range
from October 1 to May 1 in the Western states. Perils insured against are the weather, including most
natural disasters; freezing; riot and civil commotion; collision with vehicles; and theft.

WINDSTORM INSURANCE - additional coverage available on most property insurance policies
through the EXTENDED COVERAGE ENDORSEMENT. Windstorms, including hurricanes,
cyclones, and high winds, are not among the covered perils under most property insurance policies. See
also STORM INSURANCE (WINDSTORM INSURANCE).

WELLNESS PROGRAM- employee benefit program that emphasizes the pursuit of a lifestyle that
minimizes the occurrence of sickness through an organized program of preventive medicine. Such a
program includes screening for obesity, high blood pressure, and stress; breast cancer, a smoke-free
workplace; a systematized exercise and fitness approach for general health; and education and training
programs for employees concerning proper nutrition, weight control, stress management,
cardiopulmonary resuscitation, and prenatal care.

WELFARE AND PENSION PLANS DISCLOSURE ACT - a federal law that requires
administrators of pension plans with more than 25 participants to file a plan description with the U.S.
Department of Labor. A plan description includes schedules of benefits, type of administration, and
copies of the plan. If the plan has more than 100 participants, the administrator must also file an annual
financial report. This information must be made available to plan participants upon request, and the
person responsible for handling the funds must be bonded.

WEIGHT OF ICE, SNOW, OR SLEET INSURANCE - coverage for damage to a building or its
contents due to the weight of these elements. Outdoor property such as swimming pools, patios, and
sidewalks are normally excluded.

WEDDING PRESENTS FLOATER - personal property insurance that provides ALL-RISKS
coverage for wedding presents, wherever they may be in the world, until they are permanently located.
Because the new owners of wedding presents may not yet have a home or a HOMEOWNERS
INSURANCE POLICY, and because their gifts may be moved from place to place until they are
settled, this policy fills a gap in coverage, but it can be purchased only for as long as 90 days following
the wedding.

WEAR AND TEAR EXCLUSION - denial of coverage for damage, in INLAND MARINE insurance,
stemming from routine use of the property. Property can be expected to deteriorate somewhat over time
from regular use. This is not considered an insurable loss.



WATER QUALITY INSURANCE SYNDICATE - a group of marine underwriters formed in 1971
to provide coverage for shipowners for WATER POLLUTION LIABILITY. The federal WATER
QUALITY IMPROVEMENT ACT OF 1970 made shipowners liable for dangerous substances
discharged by their ships into the water. This led to the Water Quality Insurance Syndicate. Coverage
extends to liabilities imposed by states. The syndicate vouches for the financial responsibility of those
it insures.

WATER POLLUTION LIABILITY - obligations of shipowners for water polluted by spills from their
ships. If a ship discharges polluting or hazardous substances or oil into the water, the shipowner is
responsible either for removing them, paying for their removal, or, if the substances cannot be
removed, paying a fine. Following passage of the WATER QUALITY IMPROVEMENT ACT OF
1970 establishing the liability of shipowners, marine underwriters formed the WATER QUALITY
INSURANCE SYNDICATE to provide insurance.

WATER EXCLUSION CLAUSE — a provision in many property insurance policies that excludes
coverage for floods and backup from sewers or drains and underground water. Because floods and
hurricanes are usually limited to certain areas, only policyholders in those areas need flood insurance.
Thus, it is impossible for underwriters to spread the risk, which is the basis of underwriting. But
because homeowners in the endangered areas need insurance, the U.S. government developed a special
FEDERAL FLOOD INSURANCE program.

WATER DAMAGE LEGAL LIABILITY INSURANCE - coverage for an insured's liability for
damage to another's property from overflow or leakage of water. Some liability policies specifically
exclude water damage, including that caused by rain or snow. Therefore, a special policy was necessary
to cover this exposure. However, most liability policies today have dropped this exclusion, and
coverage for water damage liability is part of the regular liability policy.

WATER DAMAGE INSURANCE - protection in the event of accidental leakage, discharge, or
overflow of water from plumbing systems, air conditioning, heating, and refrigerating systems, and
rain or snow through broken doors, open doors, windows, and skylights resulting in damage or
destruction of the property scheduled in the policy. This type of water damage coverage can also be
acquired through an endorsement of a standard property insurance policy.

WATERCRAFT NONOWNED INSURANCE - endorsement to COMMERCIAL GENERAL
LIABILITY INSURANCE (CGL) for a business responsible for boats it does not own. Whether the
boats are leased from another firm or owned by employees who operate them for the benefit of the
business owner, a business has a liability exposure that is not covered by a CGL policy; the special
endorsement is necessary for this coverage.

WATERCRAFT ENDORSEMENT - addition to the HOMEOWNERS INSURANCE POLICY AND
COMMERCIAL PACKAGE POLICY that provides liability and medical coverage for damages
resulting from the operation of motor boats too large to qualify for insurance under homeowners and
commercial package policies.

WAREHOUSE-TO-WAREHOUSE CLAUSE — a part of an ocean marine policy that provides
coverage of goods through all of the stages of a journey. Coverage begins when goods leave the
warehouse of a shipper, and continues until they reach the customer's warehouse.



WAREHOUSERS LIABILITY FORM - a special insurance that covers warehousers liability to
customers whose property is damaged by an insured peril while in the custody of an insured
warehouser. Policy deductibles may range from $50 to $10,000. Typical exclusions are war risks,
money, securities, and spoilage of perishable goods.

WAREHOUSE BOND - a type of surety bond that promises that goods stored in a warehouse will be
delivered upon presentation of a receipt.

WAR DAMAGE INSURANCE CORPORATION - government reinsurance program that provided
coverage for U.S. properties during World War II. Private insurers shared the first layer of coverage,
with the government providing catastrophic loss coverage. This is one of multiple government
insurance programs for exposures that private insurers cannot cover because techniques of spreading
the risk do not apply.

WAIVER OF PREMIUM (WP) - in life insurance, action by an insurance company canceling
premium payments by an insured who has been disabled for at least six months. The policy remains in
force and continues to build cash values and pay dividends (if it is a participating policy), just as if the
insured was still making premium payments. Experts suggest that this clause should be considered in a
life insurance policy since the probability of becoming disabled is 7 to 10 times greater than death at
younger or middle ages.

WAIVER OF PREMIUM FOR PAYER BENEFIT - a clause added to an insurance policy providing
WAIVER OF PREMIUM (WP) if the premium payer dies or becomes disabled. I.E. this option is
available on insurance policies on a child's life where the premium is paid by an adult, or on life and
health policies for adults.

WAGERING V. INSURANCE - common misunderstanding about insurance. In gambling a RISK is
created that did not exist prior to placing a bet. Under this insurance, a risk exists whether or not an
insurance policy is purchased .I.E the uncertainty of one's home burning exists independent of the
purchase of insurance; the purchase of insurance should not affect the probability of loss.

WAGE INDEX - table used, primarily to determine monthly Social Security benefit for a retired or
disabled worker and his or her dependents. The AVERAGE MONTHLY WAGE (AMW) of the
worker is computed, disregarding certain periods of low earnings. The AMW is used to determine the
PRIMARY INSURANCE AMOUNT (PIA). Then, benefits are produced from the table depending on
how old the worker is upon retirement, whether there are dependents or survivors, and when they will
retire.

VOYAGE POLICY OCEAN MARINE INSURANCE - covering one trip. Ocean marine insurance is
written either for a specific time period or per trip. A voyage policy is usually written for cargo,
whereas a time policy covers a ship.

VOLUNTEER PROTECTION LAWS - laws enacted by all of the 50 states whose purpose it is to
reduce or eliminate the volunteer's CIVIL LIABILITY exposure. An ideal law would exclude the
volunteer from civil liability resulting from actions taken within the volunteer's official capacity unless
the injury and/or damage caused was the result of a willful act by the volunteer.



VOLUNTARY PLAN TERMINATION - ending a pension plan at the election of an employer or
sponsor. The employer has the unilateral right to change or terminate a pension plan at any time.
However, the termination must meet requirements set out by the EMPLOYEE RETIREMENT
INCOME SECURITY ACT OF 1974 (ERISA). Assets must be distributed to participants according to
federal guidelines.

VOLUNTARY LIFE INSURANCE - additional amount of life insurance above that provided by the
employee benefit plan (standard group life plan) that may be selected by the employee. A limit is
usually placed on this maximum and is expressed as a multiple of the employee's earnings.

VOLUNTARY DEDUCTIBLE EMPLOYEE CONTRIBUTION PLAN - a pension plan that allows an
employee to give back by electing to have money deducted from each paycheck. Some qualified plans
such as 401 (k) allow employees to contribute pre-tax dollars, while others require employees to put in
after-tax dollars.

VOLUNTARY ACCIDENTAL DEATH AND DISMEMBERMENT (AD&D) INSURANCE -
additional amount of ACCIDENTAL DEATH AND DISMEMBERMENT INSURANCE not provided
by the employee benefit plan (standard group life plan) that may be chosen by the employee. Generally,
the employee pays the entire premium that is deducted through the employer's payroll deduction
accounting system used for other employee benefit plans.

VOIDABLE CONTRACT VALID CONTRACT - a contract that can be canceled for cause by one or
more parties to the contract. An insurance contract can be voided by the insurer if the insured has used
fraudulent means to obtain it or has intentionally concealed information or misrepresented the risk.

VIATICATION - a process under which terminally ill people sell their life insurance policy for value
thereby excluding the policy from being subject to the transfer for value under the three-year rule.

VETERANS GROUP LIFE INSURANCE (VGLI) - five-year nonrenewable TERM LIFE
INSURANCE policy for veterans who were covered by SERVICEMENS GROUP LIFE INSURANCE
(SEGLI) while on active duty in the U.S. uniformed forces. At the end of the five-year term, the
insured may convert the policy to individual permanent life insurance with any company that
participates in the VGLI program.

VERMIN EXCLUSION - a section of some INLAND MARINE insurance (transportation insurance)
and many other property insurance policies excluding coverage for damage to shipped goods by vermin
such as rats. See also INSECT EXCLUSION.

VESTED BENEFIT entitlement of a PARTICIPANT in an EMPLOYEE BENEFIT INSURANCE
PLAN to receive benefits regardless of his or her employment status. See also VESTING.

VENDING MACHINE MARKETING - a sale of life insurance policies through vending machines.
This method of distribution is generally limited to TRAVEL ACCIDENT INSURANCE, disability
policies or supplemental health, or life insurance policies with a small face amount.

VARIABLE SURVIVORSHIP LIFE INSURANCE - a policy that combines life insurance coverage
on two lives and pays policy proceeds on the second person's death with the accumulation potential of



an underlying variable investment portfolio. This variable portfolio will allow the policy proceeds to
rise and fall just as in the single-life VARIABLE LIFE POLICY.

VARIABLE PREMIUM LIFE INSURANCE — a policy that allows premium payments to vary, within
the reasonable limits of the policy, at the option of the policyholder. In return, the death benefit and rate
of cash value accumulation vary with the premium payments. UNIVERSAL LIFE INSURANCE is the
most common type of policy offering variable premiums. See also FLEXIBLE PREMIUM LIFE
INSURANCE.

VARIABLE LIMIT - in property insurance coverages, a provision whereby the limit of the policy
automatically increases at each policy anniversary date, subject to the insured's rejection of such an
increase. The objective of the variable limit is to increase the amount of coverage in tandem with the
annual increase in the inflation rate so as to prevent less than adequate coverage in the event of a loss.
See also UNDERINSURANCE.

VANISHING PREMIUM PROVISION CLAUSE - a clause in a life insurance policy that provides
that once the CASH VALUE exceeds the NET SINGLE PREMIUM (based on current interest and
mortality rates) required for the policy to become PAID-UP INSURANCE, the POLICYOWNER may
elect not to make further premium payments. If the CASH VALUE falls below the amount necessary to
fund the net single premium, additional premium payments are required. See also VANISHING
PREMIUM.

VANISHING PREMIUM (PREMIUM OFFSET) — a life insurance policy within which there is rapid
buildup of cash values due to high initial premiums such that after a given point in time no further
premium payments are required (future premium payments are borrowed from the cash value).

VALUE REPORTING FORM - a form that offers coverage for a business whose inventory has
fluctuating values during the year. The amount of insurance coverage is adjusted monthly, quarterly, or
annually to reflect the changing monetary value of the inventory. The use of this FORM should
eliminate the problem of overinsurance as well as underinsurance.

VALUED POLICY LAW - a legislation in a number of states requiring insurers to pay the FACE
AMOUNT of a fire insurance policy in case of complete loss to a dwelling (or sometimes another
specified type of building), rather than the ACTUAL CASH VALUE of the loss. Such laws in effect
override the principle of INDEMNITY that normally governs property and liability insurance contracts.

VALUED BASIS INDEMNIFICATION - a benefit found in a DISABILITY INCOME INSURANCE
policy that endeavors to replace the insured wage earner's income with a monetary sum equal to the
actual lost income terminated because of sickness, illness, or accident.

VALUATION RESERVE (SECURITIES VALUATION RESERVE) — an amount set up as a cushion
against fluctuations in securities prices. See also MANDATORY VALUATION SECURITIES
RESERVE.

VALUATION CLAUSE — a provision in a MARINE INSURANCE policy in which agreement has
been come to between the insured and the insurance company concerning the worth of the property that
is to be covered under the policy.



VALUABLE PAPERS (RECORDS) INSURANCE — coverage in the event that papers of intrinsic
value are damaged or destroyed. Coverage is on an ALL RISKS basis. The limits of this coverage can
be quite high; but the insurance company will not pay an amount in excess of the actual cash value of
the loss, or the amount necessary to repair or replace the damaged or destroyed papers. Also, the papers
must be kept under lock and key.

USUAL, CUSTOMARY, AND REASONABLE CHARGES (UCR) - limits on reimbursement by an
insurance company. Health insurance plans pay a doctor's full charge for service if it does not exceed
the usual charge; that is, if it does not exceed the charge for the same service by other physicians in the
area or if it is reasonable.

USE AND OCCUPANCY INSURANCE - a type of BUSINESS INTERRUPTION INSURANCE that
offers indirect loss coverage by endorsement to BOILER AND MACHINERY INSURANCE. The
latter, sometimes called POWER PLANT INSURANCE, offers both direct and indirect loss coverage.
Direct loss would indemnify an insured for damage to property. Use and occupancy insurance covers
an insured for loss of use of the equipment due to damage from a named peril.

UNVALUED MARINE POLICY - coverage that does not put a dollar value on cargo or a hull that is
insured. A valued marine policy puts a specific value on the insured property. With unvalued property,
the value is determined at the time of loss.

UNSOLICITED APPLICATION — a request for life insurance coverage by a person, not through an
agent or broker. It is given extra scrutiny by an insurance company because of the possibility of SELF-
SELECTION, which is the likelihood that poorer risks will seek insurance on their own initiative. See
also ADVERSE SELECTION; RISK SELECTION.

UNSCHEDULED PROPERTY FLOATER - insurance that offers blanket coverage up to a certain
amount of money on all property of the classification covered by the policy. Floater policies, which
cover property wherever it happens to be and while it is in transit, can also be purchased as a
SCHEDULED POLICY where each individual item is listed.

UNSATISFIED JUDGMENT FUND - money set aside in some states to pay otherwise
uncompensated bodily injury claims to faultless victims of automobile accidents. The claimants must
prove that they were not at fault and that they cannot collect damages from the drivers who hit them.
The responsible drivers then lose their licenses until they reimburse the fund.

UNIVERSAL ACCESS — a stipulation that every participant in health care has the right according to
law to purchase health insurance from a private insurance entity. The participant's purchase is voluntary
and must not be eligible for a public health insurance program.

UNIFORM TRANSFERS TO MINORS ACT (UTMA)- an act in which a life insurance company is
permitted to transfer the DEATH BENEFIT from the policy to the custodian of a minor
BENEFICIARY provided the beneficiary designation has nominated the custodian to receive the death
benefit on behalf of the minor.



UNIFORM SIMULTANEOUS DEATH ACT - a statute in most states that stipulates if no evidence
exists in a common disaster (when an insured and beneficiary die within a short time of each other in
an accident for which determination cannot be made as to who died first), the presumption is that the
insured survived the beneficiary and the life insurance proceeds will either be paid to a secondary
beneficiary (if named in a policy) or, if not named, then to the insured's estate.

UNIFORM PROVISIONS - a language adopted by the NATIONAL ASSOCIATION OF
INSURANCE COMMISSIONERS (NAIC) and recommended or required by state law. While they
rarely dictate the language of policies, states often prescribe optional or mandatory policy minimums,
or may forbid certain provisions. Therefore, while life and health benefits may vary widely, for
example, policyholders are given certain uniform rights, like grace periods for paying premiums and
loan and surrender values.

UNIFORM GIFTS TO MINORS ACT — an act in which an irrevocable gift is made by the parent to
the child. For children less than age 14, the first six hundred dollars of annual investment earnings is
tax free and the next $600 is taxed at the child's 15% tax rate. If the child is at least age 14, all income
is taxed at the child's rate. Once the child reaches the age of majority, which in most states is 18 or 21,
the child can use the money in that account as desired.

UNIFORM FORMS — a group of widely accepted standard policy forms that have been developed by
various RATING BUREAUS or insurance companies. Some forms are mandated by state law, and
some are used by custom. In some cases provisions are mandated, but a form is not. Even so, many
companies use the same forms, which become widely recognized as the standard for certain types of
risk.

UNIFORM COMMERCIAL CODE - a standardized set of business laws that has been adopted by
most states. The Uniform Commercial Code governs a wide range of transactions including contracts,
borrowing, and many other everyday business practices. It is useful because it standardizes practices
from state to state.

UNFAIR CLAIMS PRACTICE - abuse by an insurer in an attempt to avoid paying a claim filed by an
insured, or to reduce the size of the payment. The NATIONAL ASSOCIATION OF INSURANCE
COMMISSIONERS (NAIC) has developed model legislation requiring that claims be handled fairly
and that there be free communication between policyholder and insurer. Most states have adopted
unfair claims practice laws.

UNEMPLOYMENT COMPENSATION - money paid through state and federal programs to workers
who are temporarily unemployed. The program, which was established by the SOCIAL SECURITY
ACT OF 1935, is managed by the individual states, which determine the level of benefits that will be
paid, and assess a payroll tax on employers to pay for the program. Employers may pay more or less
tax depending on the stability of their workforces. Weekly benefits vary greatly among the states.





