	Terms
	Definition

	***1035 Exchanges
	IRS rules allowing exchanging (moving cash value from one policy to another policy) of existing insurance or annuity for a newer contract without tax penalties (Benefit is Tax free move)

	
	· 

	*401k/CODA
	· CODA = Cash Or Deferred Arrangement plan

· Qualified, defined-contribution plan

· 10% penalty if withdrawal prior to age 59 1/2

· Usually allows employer matching, limit 50% of employee contribution, up to 6% of compensation

· Employers will also often contribute as part of profit-sharing plan

· Employer contributions tax-deductable

	**403b/TDA/TSA (Tax-Deferred/Tax-Sheltered Annuities
	· TDA/TSA = Tax Deferred/Sheltered Annuity plan

· Used to provide employee retirement by non-profits (501(c)3) and all public education entities
· Contributions and earnings untaxed until paid-out

· 10% penalty if withdrawal prior to age 59 1/2

· Unlike 401(k), investments limited to annuities and mutual funds

	***457
	Annuity retirement plans for State and Local government employees

· Contributions and earnings untaxed until paid-out

· No 59 1/2 rule penalty

	Accelerated Benefit (Rider)
	If diagnosed with less than 12 months to live by a physician, you may withdraw portion of life insurance death benefit prior to death. (Can be used for treatment or any expense)

	**Activities of Daily Living
	Rating that measures an individual’s need for 

Long Term Care (LTC) benefits

   1) Eating 2) Bathing 3) Dressing

 4) Toileting 5) Transferring (moving in & out)

 6) Maintaining Continence (control bladder/bowel)

	**Actuary
	Statistical (number cruncher) “rates risk”

	*AD&D (Rider)
	Accidental Death and Dismemberment

	Administrator
	Collects premiums on behalf of Insurer for Life and Health insurance

· An employer is not considered an Administrator even though they perform a similar duty

	(Non-)Admitted Carrier/Insurer
	One authorized by  DOI to do business in the state 

· Non-admitted carriers can use Surplus-Line Brokers to sell and market in the state 


	(Insurance) Adjuster
	Investigates claims on behalf of Insurer

(See also ‘Public Insurance Adjuster’)

	*Adverse Selection
	Taking out insurance only when it is needed; ie. Someone gets sick and then wants insurance

	Agency Distribution System
	· Exclusive/Captive Agent who represents only 1 Insurer (ie. Primerica)

· Independent Agent who represents as many Insurers as they want (ie. WFG)

· Brokers who represents customers and negotiates with multiple Insurers (ie. WFG)

	(Insurance) Agent
	Represents the Insurer (company)

· A Life Agent is any person authorized by and on behalf of an insurer to transact life, disability, or life and disability insurance

	*Aleatoral Risk
	Unequal – Insurer may have to pay-out proceeds that far exceed the premiums paid

	**Annuity  (IRA)    



   Deferred                         Immediate  


   (funded 2 ways)           (funded 1 way)

*Single Premium      * Single Premium Payment (lump-sum) Payment (lump-sum)

*Periodic Premium    “can only be funded lump-sum”

Payment (monthly)

*NOT TAXED            *TAXED

59 ½ Rule applies

  Accumulation                 Annuitization

    (Growth)                        (Withdrawal)


                                                 $

           $

                        
	Two Phases of an Annuity:

1. Accumulation is the Growth phase

2. Annuitization is the Withdrawal phase

· Guaranteed death benefit in event of Owner’s death during the accumulation phase
· ANNUITANT: Recipient of pay-outs. Can be different from Owner
· BENEFICIARY: Receives death benefit if Annuitant dies during accumulation period, or any outstanding principal thereafter

· PURE/STRAIGHT LIFE: (pays the most)

Pays a specific amount for Annuitant’s lifetime. 

Beneficiary usually nothing (or left over)

· INSTALLMENTS (PERIOD) CERTAIN: Guarantees payouts and additional payments to Beneficiary if Annuitant dies within a specified period

· JOINT & SURVIVOR LIFE: Reduced Payouts continue to spouse after death of annuitant until spouse of  annuitants die (pays the least)

Types of Annuities:

· Deferred Annuity: Grows tax free like a 401K.

· Single Premium Deferred – lump sum, single payment with deferred payouts

     Flexible Premium Deferred – several payments with               deferred payouts

· Immediate Annuity: Payouts start soon after contract signed, payouts are taxed at income tax rates. Must be purchased with lump sum. Done on the Annuitization side.

Annuity Investment Options:

· Fixed: Guaranteed minimum interest rate and fixed payouts

· Insurer bears the risk

· Payouts adversely affected by inflation, since they’re fixed
· Variable: Varying rates of return with separate investment account value varying with stock market



	Binder / Binding Receipt
	Temporary contract giving coverage until policy is issued

· Cannot be issued for Life insurance

	(Insurance) Broker
	Represents the insured (client)

· No such thing as a Life-Broker



	***Churning
	Producer lies in convincing a policy holder to cancel an existing policy and buy theirs instead

	CI (Rider)
	Critical Illness

· Pays benefits upon first diagnosis of a covered condition, but doesn’t need to result in death
· Only covers certain, specified conditions and does not pay for nursing care

	Co-insurance
	Provision stating that Insured and Insurer will share cover losses in agreed proportions

	Collateral Assignment
	Complete transfer, by existing policyowner, of all rights in a policy to another person

	Common Carrier (Liability) Insurance
	Covers transportation companies from lawsuits

	***Common Disaster Provision
	Policy provision that comes into effect when Insured and Beneficiary die together, and it is unclear who died first

· Designed to protect the Contingent Beneficiary

	*Commissioner
	Heads DOI

· Is elected

· Main role, along with DOI, is to regulate conduct of agents and insurers in California

	*Concealment
	· Hiding or withholding material information

	Conditional Contract
	Either party will only be compelled to act under certain conditions stipulated in the contract (eg. Insured must provide proof of loss for Insurer to pay)

	*Conservation
	- Agents right to save a policy from being replaced    by another agent

	*Contingent Beneficiary
	· Only receives benefits/proceeds when the primary beneficiary dies before the Insured. If primary Beneficiary dies a day after the Insured, then proceeds go to estate of the primary Beneficiary.

· If Insured and Beneficiary die in a car crash, and it is not possible to determine who died first, then it is assumed the Beneficiary died first, so that the Insured’s estate receives the proceeds/death benefit

· Known as ‘Common Disaster Provision’

	***Contract (4 elements of)
	1) Offer/Acceptance

· Self-explanatory

2) Competent Parties
· Deemed legally competent to enter into legal contracts

3) Legal Purpose
· Purpose of the contract must be legal and not contrary to public policy

4) Consideration
· The MONEY! (eg. Insurer receives premiums, and Insured receives promise to pay a claim)

	*Contract of Adhesion
	Drawn up by the Insurer and either accepted or rejected by applicant as is. No negotiation. (as is contract)

	*Conversion
	eg. changing a policy from group to individual life (employee leaves company)

	Corridor Deductible
	Deductible that Insured pays to cover gap between exhaustion of basic plan limits and commencement of excess coverage

	***Cost Basis
	Money that has already been taxed. When taken out the money will not  be taxed again but any interest earned will be. The amount taxed is call the Tax Basis


                          

                        Tax Basis (taxed) “interest growth”


                        Cost Basis (not taxed) “your principal”

Taxes are Paid only on Tax Basis.



	*Credit Life Insurance
	Akin to mortgage insurance
· Covers inability to service credit obligations (eg. credit card payments due to loss of paycheck)

· Beneficiary is the loan company

	Defined-Benefit Plan
	· Traditional, company-pension plan. Ultimate benefit defined, as opposed to contribution

· Benefit calculated based on years of employment, wages and/or age

· Funded entirely by employer and they also assume all risks and responsibilities

· Usually paid-out in form of lifetime annuity

· Annuitization taxed as normal income and ineligible for rollover to IRA

	Defined-Contribution Plan 
	· Qualified retirement plan. Contribution is defined but ultimate benefit is not – dependant on performance of investments

· Employee chooses from number of investment options

· May be 401(k) or 403(b)

· Also known as ‘Money Purchase Plan’

· Purpose: to provide predictable employee benefit costs

	***De-mutualization
	Process whereby a Mutual Insurer becomes a Stock company

	DIB
	Disability Insurance Benefits

· Part of Social Security – goes to people who have worked approx five of last 10 years

	Discrimination
	FAIR:

· Statistically proven that there is an increased risk

· Classifications may include:

· Smoking

· Geographic Location

· Profession and Hobbies (eg hazardous sports)

· Age

· Gender/Sex (not sexual preference)

· Height/Weight ratio

UNFAIR:

· Classifications may NOT include:

· Religion

· Ethnicity, including Colour

· Ancestry

· National Origin

· Physical and Mental Impairments that do not increase risk

· Illegal to even ask about genetic problems or characteristics

· Fines of $1K civil penalty – can be increased to $5K if deemed intentional

· If person suffers loss or emotional harm – misdemeanor with $10K criminal penalty

· Insurers may test for HIV/AIDS but only by testing everyone in that classification

	DOI
	Department of Insurance

	**EIRA/ESA/529Plan
	Education IRA / (Coverdell) Education Savings Account

· Provides funds for beneficiary’s higher education

· No tax deduction for contributions, but
· Contributions and earnings untaxed when paid-out for higher education

· Also applicable to Kindergarten thru 12th grade, private or public, including religious schooling

· Max contribution $2,000 annually. Max of $150K for joint filers, $95K for single

· No contributions after beneficiary turns 18

· If unused by age 30, must be transferred to another qualifying, family member. Xfer must happen before original beneficiary turns 30.

· Surplus benefits taxed as income and 10% penalty

	*E&O (Insurance)
	Errors and Omissions

· Covers a licensee against innocent mistakes

	Endowment Policies
	· Provides life insurance protection but only for a limited number of years
· Has a face value that’s paid out in 2 ways:

1. Death benefit to beneficiary

2. Living benefit (cash-value) to Insured at the end of the contract if they outlive the policy

· Endowment Window: Period of time during which it provides protection
· Premium generally, comparatively higher, because cash-value must grow more rapidly

· Similar to Whole Life except they mature quicker

· For tax purposes, if it matures before age 95, will not qualify as a life insurance policy

	*ERISA
	Employee Retirement Income Security Act

· A law: Equalized pension standards and protects participants and beneficiaries

	***ESOP
	Employee Stock Ownership Plan

· Qualified, defined-contribution plan

- allows employee purchase  company stock

	Estoppel
	When a Principal/Insurer allows an agent, that they have not appointed, to behave in such a manner that someone might interpret the agent’s actions to represent the Principal. 3 things necessary:

1. Principal must act in a manner that supports the illusion that a relationship exists between them and the agent

2. An innocent 3rd party must be misled by Principal’s actions

3. 3rd party must be harmed by Principal’s actions

	***Foreign & Domestic Insurers
	· Domestic: within the state of California

· Foreign: from any other state in the union

· Alien: from outside USA

	*Fraud
	· Intentionally providing false information 

	*GLBA
	Gramm-Leach-Bliley Act

· Information privacy act to protect consumers’ personal, financial information held at financial institutions. 3 Principal Parts:

1) Financial Privacy Rule

· Governs collection and disclosure of customers’ financial information

2) Safeguards Rule

· All financial institutions must safeguard customers’ financial information

3) Pretexting Provisions

· See ‘Pretext Interview’

· Penalties:

· $10K and max 1 year in jail for unlawfully obtaining such info

· Violating cease-and-desist order: $10K per act, or $50K if deemed a systemic practice

· Suspension and revocation of license

	GMDB (Rider) Annuity
	Guaranteed Minimum Death Benefit

· One of a number of Guaranteed Living Benefit (GLB) riders for Annuities

· Guarantees a basic death benefit to Beneficiary, at least:
· Actual contract value
· Total Premiums minus any withdrawals

	GMIB (Rider) Annuity
	Guaranteed Minimum Income Benefit

· One of a number of Guaranteed Living Benefit (GLB) riders for Annuities

· Guarantees the income payments will be based on the greater of:
· Actual contract value
· Minimum payout base

	*Grace Period
	· Usually 30 to 60 days
· Benefits will be reduced by any overdue monthly deductions if Insured dies during the Grace Period

· Protects policyholder from unintentional lapses

	Guaranteed Insurability (Rider)
	Allows Insured to buy additional coverage at special times (usually every 3 years) or events in the Insured's life without evidence of insurability

eg. Marriage, Birth of a child

	**Hazard
	Anything that increases the chance of loss due to a peril

	*HIPAA
	Health Insurance Portability & Accountability Act

	**Incontestability
	First two years of a policy wherein an Insurer can contest the premises/statements of insured whereby policy was issued. After that, not.

	**Indemnity
	Insurer will restore insured to the same condition before loss occurred

	*Insolvent (Insurer)
	· Bankruptcy

	*Insurable Interest
	Insured must establish they own or have interest in something or someone before it can be insured, cannot insure somebody else if there is no insurable interest.

· Beneficiary Insurable Interest is not a requirement for Life Insurance

	Insurance
	· A contract to indemnify someone else against loss arising from an uncertain risk

· Also, a method of transferring risk

· Has to do with contingent or unknown risks

	IRA
	Individual Retirement Annuity/Account

· Deferred-tax, individual retirement plan

· Contributions and earnings untaxed until paid-out

· Must have made taxable income during the year to open it

· Age limit 70½

· 10% penalty if withdrawn prior to 59 1/2

· Early withdrawal penalty does not apply to:

· To pay back taxes

· To buy a first home

· To pay for owner’s (no one else!) higher education

· Roth IRA contributions not tax-deductible but distribution is

	*Jumping Juvenile
	Life policy for a child

· Face value increases automatically at a certain age, usually 21, without additional premium or a medical examination

	**KEOGH (HR-10) Plan
	Qualified Retirement plan for self-employed, partnerships and owners of non-incorporated business.

· Can be either Defined-Contribution or Defined-Benefit Plan

	Law of Large Numbers
	The larger the amount of information and statistics used, the more accurate is the information

	LESLI
	List of Eligible Surplus Line Brokers

Used when insurance cannot be placed by State Insurers

	**Lloyds of London
	Insures exotic risk (ie. Baseball players arm, singers voice)

	Loss Exposure
	Measure of vulnerability, as expressed in dollars or units. 3 Major Types:

1. Financial Loss

2. Liability Loss

3. Property Loss

	LTC
	Long-Term care

	Materiality of Concealment
	Used to determine the importance of misrepresentation

	‘May’ (legal use of the word)
	Permissible action, not mandatory unless the context obviously indicates otherwise

	***MIB
	Medical Information Bureau

· Collects and furnishes consumer information to its members & shares it with other insurers

	*Misrepresentation
	A deliberate, fraudulent statement, written or oral

	***Moral Hazard
	Associated with mental attitudes and behaviours/habits; eg. drug abuse, dishonest claims, alcoholism, smoking, speeding, etc.

	***Morale Hazard
	Person’s attitude or state of mind towards insurance – ‘It’s insured so why care about it.’

	*Morbidity
	Predicts likelihood of sickness

	*Mortality
	The probability of death

	***Mutual Insurance Co.
	· Policyholders contribute money, pay premiums and are owners in the company

· Participating

· Policyholders do participate in dividends 

	NAIC
	National Association of Insurance Commissioners

	*OASHDI (Social Security)
	(Social Security) Old-Age, Survivors Health & Disability Insurance program
· No contributions on earnings above ‘taxable maximum’ (2008 = $102,000), adjusted annually

· Once contributed for 40 quarters, will receive full benefits

· Fully Insured: having earned 40 quarters, no further employment-requirements for benefits

· Currently Insured: has earned at least six quarters in a three-year period

· Disability benefits may be available under age 65

· Blackout period covers a widow(er) with children after children turn 18 and before widow(er) turns 60

· Min age 65 for full benefits

· Benefits:

1. Survivor(s) – number of years one needs to work before family survivor(s) are eligible for death benefits. If one worked 1½ years in 3 years before death, benefits paid to surviving spouse and children they care for

2. Disability – before reaching retirement age, you and qualifying, family members can receive benefits

· Four major types:

i. DIB

ii. Disabled Adult-Child Benefits – child must have been disabled before age 22

iii. Disabled Widow(er) - Widow(er) must be 50 years or older and disabled within a certain number of years after spouse’s death

iv. SSI

3) Retirement – between ages of 65 and 67 depending on when born. Qualified, family member also eligible

4) Medicare – does not cover all medical expenses or long-term care

· Two types:

i. Part A – is Free

ii. Part B & Up- You must pay for yourself

	Occupational Policy
	A disability income policy that covers injuries suffered by Insured on or off the job

	Par Value
	Face/original value of a stock or security as assigned by company. Has no relation to market value – share values fluctuate, par value does not

	Payor (Rider)
	· Usually attached to juvenile insurance policies

· Ensures that if person paying the premium (typically a parent) dies or becomes disabled before child has reached a specific age, Insurer will waive all further premiums until child reaches that age

-  child will not be without an insurance policy if something happens to their parent or guardian

	***Per Capita
	‘Per (surviving) head’

· If a beneficiary dies before the Insured, their children get nothing

	***Per Stirpes
	‘By the Bloodline’

· If a beneficiary dies before the Insured, their children split whatever was due that beneficiary

	Period Certain
	· Also known as ‘Fixed-Period Installments’

· Specifies a certain number of years in which equal payouts/payments made

	***Peril
	The actual cause of the loss; eg. fire, wind, hail, collision, theft, etc.

	‘Person’ (legal use of the word)
	A legal entity – human being, corporation, government, etc.

	PIA
	Primary Insurance Amount

· Calculated benefit that Social Security will pay-out

	Profit-Sharing Plan
	· Qualified, Defined-Contribution Plan

· Usually coupled with a  401(k) to allow pre-tax contributions by employees

	Prohibited Group
	Company officers and stockholders

	***Pure Risk
	· No possible gain or profit to be made from loss

· Only type of risk that will be insured

	Qualified Plans
	Registered with IRS and qualify for favourable tax treatments and/or exemptions (ie..401K)
· Plan must be permanent

· Must be approved by IRS

· Must be written and communicated to employees

· Must have vesting but cannot discriminate in favour of ‘prohibited group’

	Rate
	The price of insurance for each exposure unit

	Rated Risk
	A sub-standard risk applicant that will have to pay higher premiums if accepted

	***Rebating
	Producer offers a financial incentive to the customer in order to entice the purchase of insurance

	Reciprocal Insurance Exchange
	Unincorporated company of subscribers managed by an attorney. Subscribers/Members share profits and losses based on the insurance each buys from the exchange

	Reciprocal Insurance Companies
	Unincorporated groups of people/company who provides indemnity to those same subscribers/members. Any claim shared equally by all

	Reinsurance
	Insurer transfers all or part of risk to another insurer so that they share the risk

· Primary Insurer is called the ‘Ceding’ company

	Replacement
	Purchasing new Individual Life or new Annuity contract resulting in another policy or contract, with the original, different Insurer, being surrendered, forfeited, converted to another type of policy, lapsed, terminated, or having the benefits reduced

· Notice Regarding Replacement of Life Insurance must be presented at time of application

	*Rescission
	The revocation of a contract

	***Rider
	Supplemental agreement attached to policy – Add on to the Insurance policy.
Juvenile Rider (Adds Kids to polivy)

Spousal Rider (Adds wife/husband to policy)

Dissability Rider (Pays if Dissabled)

Waiver of Premium (waives premium if Dissabled)


	*Risk
	Uncertainty or chance of a loss occurring

	*ROP Rider
	Return Of Premium

· Type of Term Insurance

· Also known as Refundable Term

	*Roth IRA
	· Tax deferred growth & Tax Exempt (tax free) distribution.
· 59 ½ Rule still applies (10% Penalty)

	Seniors
	Age 60/65 and older

· Any in-home solicitation must be preceded by 24-hour written notice

· For disability, must provide written comparison of new insurance to existing coverage

· Cannot over-insure

· ‘Free-look’ period of 30 days (as opposed to normal 10 days)

· 65 or older for Disability

· 60 or older for Annuities and Life

· Penalties (Agents, etc.):

· $1K for 1st violation

· $5K to $50K for subsequent or willful violation

· Penalties Insurers):

· $10K for 1st violation

· $30K to $300K for subsequent or willful violation

	**SEP IRA
	Simplified Employee Plan IRA – A simplified method for Self Employed to make contributions to employee IRA’s. Employer contributions cannot exceed lesser of:

· 25% of employee compensation

· $230,000 (2008) adjusted for inflation

· Must be cash contribution, no property

	Settlement Options
	Options to receive the death benefit of a insurance policy:

· Lump sum / Cash Payment

· Fixed-Amount Installments

· Fixed-Period Installments (Period Certain) 

	*‘Shall’ (legal use of the word)
	Mandatory

	Social Insurance
	Social-Security, Medicaid(Medi-Cal) & Workers Comp are most common forms

	***Speculative Risk
	· Possibility exits for profit or gain (eg. Lotto or gambling)

· Not insurable

	**Spendthrift clause
	Protects proceeds of a death settlement from creditors of the Beneficiary

	*Spread of Risk
	The range of risks accepted and covered by Insurer; ie. many poorer-than-average risks must be balanced by better-than-average ones

(See also ‘Profitable Distribution of Exposures’)

	SSI (Government Disability)
	Supplemental Security Income (Free if qualified for)

· Monthly income and Medicaid for poor & disabled

· Doesn’t matter whether one worked or paid-in, just has to meet certain financial and income requirements

	**Stock Insurance Co.
	· Sells shares of stock to stockholders to raise money

· Non-participating

· Policyholders do not participate in dividends

	Stop-Loss Coverage
	· Insurer pays claims after a self-insured, specific time limit has been reached

· Designed to reimburse employer for medical expenses payments (under a self-funded plan) which exceed specific limits during a specific coverage period

	***Suicide
	If Insured commits suicide within 2 years after issue date, most Insurers will limit proceeds to premiums paid

· After 2 years, they will pay all proceeds

	*Surplus Line Broker
	Appointed by non-admitted carriers to market and sell their products in California

	(Special) Surplus Line Broker
	Used when the risk is considered too great (eg. aircraft, marine commerce and railroad) or for extreme hazards (eg. pollution liability)

· Broker must provide proof of having tried to place insurance with at least 3 admitted Insurers first

· Shall also, within 60 days of issuing such a policy submit a report to the commissioner outlining the policy issued

	***Tax Basis
	Amount of tax paid on cost basis earnings

	*Term Policies
	· Temporary Insurance, for a specific period of time:
· No cash/surrender value
2 Options available:

1. Convertible (not all companies allow) : Can Convert to a permanent policy, usually without evidence of insurability. 

2. Renewable: Can be renewed as another Term policy without evidence of insurability. New premium not guaranteed and will be re-priced according to Current age. Insured’s health could deteriorate thereafter without effect on premium.

4 Types of Term Insurance:

· LEVEL:

· Most common

· Level death benefit and premium, meaning your Insurance and payment will stay the same for the entire period.
· INCREASING:

· Level premium, but benefit rises
· Sometimes used as Riders providing additional insurance, but premium rises
· DECREASING:

· Level premium with decreasing benefit; eg. mortgage or debt protection. Insurance Coverage will get smaller over time, but payment stays the same. Usually Covers Mortgage as balance goes down.
· Also known as ‘Mortgage Protection Policy’

· RETURN OF PREMIUM (ROP):

· Also known as refundable term

· All the benefits of a level-term policy, plus

· All cumulative premiums paid back at end of policy if Insured doesn’t die

· Obviously, higher premiums

	**TSP
	Thrift Savings Plan

· Retirement savings and investment plan for Federal employees

· Same benefits as 401(k)

	***Twisting
	Producer lies in regard to policy comparison and/or company’s financial condition in order to sell products

	Underwriting
	Reviewing an application for insurance. May use:

· MIB

· Physician/Medical records

· DMV

May not use:

· Credit Reports

	***Universal (the term)
	 ‘Flexible’

	Universal Life (UL)
	Bridges the gap between flexibility of Term Life and guarantees of Whole Life

· Flexible/Adjustable Premiums

· Flexible/Adjustable Benefits: can choose from 2 options:

1. Death benefit remains level while cash-value gradually increases

2. Both benefit and cash-value increase over time

· Restrictions may still exist on how much and how often money can be withdrawn

	***Variable (the term)
	 ‘Separate Accounts”

	*Variable Life (VL)
	Permanent Protection:

Fixed premium (cannot be changed!) with investment accounts (not “flexible”)

· Does not contain same guarantees of principal and earnings contained in Whole Life

· Policy owner may allocate part of premium to a separate sub-account which includes, stocks, bonds, mutual funds, real estate accts, etc.

· Cash-value not guaranteed, fluctuates with markets

· Policyholder assumes the risk for value of investment(s)

· Agents need additional, Variable Contracts licenses to sell this

	*Variable Universal Life (VUL)

                             $

 $100,000Policy

    Insurance                     $ investments $
	Permanent Protection:

Similar to UL but differs in how interest is earned

· Flexible/Adjustable Premiums

· Policy owner allocates premium to variety of investments, including fixed accounts

· Adjustable coverage

· Income-tax-free death benefit

· Tax-deferred cash-value

· Often sold with a Guaranteed Minimum Death Benefit Rider

· Policyholder assumes the risk for value of investment(s)

· Agents need additional, Variable Contracts licenses to sell this

	*Vesting
	The amounts of ownership employees have in employer’s contributions or pension plan. Employer cannot be beneficiary. Usually done by percentages. So if an employer contributes, they usually require you to work there for a certain time before that contribution from the employer actually belongs to employee. 

	*Warranty
	A guarantee that something is a true fact

· Can be expressed (written) or implied (verbal or understood)
· Violation of a material warranty entitles the other party to rescind

	*Whole Life Policy                                                      
	Permanent protection

· Lasts for duration of life of the Insured or pays out at age 100 (endows)
· Death benefits and premiums guaranteed level for life

· ORDINARY (STRAIGHT) LIFE:


        INSURANCE

          (decreases)

                                                CASH VALUE

                                                  (increases)



	*Workers Compensation
	Mandatory insurance against a company’s liability to compensate employees and their dependents for injuries, regardless of who is at fault. Eligible only if you are injured at work.
If injured outside of work, it will not cover. You would need your own personal disability policy to cover you outside of work.


