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Glossary
401(k) plan: An employer-sponsored retirement 

plan in which workers contribute part of their 
monthly earnings to an investment account. 
Employers typically contribute, too.

A
accounting clerk: An administrative-support 

position that deals with payments and billings. 
actual cash value: An item’s replacement cost 

minus its depreciation.
actuary: A person who uses statistics, math, 

computer science, and finance to determine risk 
for insurance companies.

adjuster: In the property and liability insurance 
industry, a professional who inspects property 
damage, estimates repair costs, and determines 
the insurer’s financial responsibility. 

administrative assistant: An administrative- 
support position that involves performing 
routine functions like drafting letters, 
organizing files, and scheduling appointments. 

adverse selection: A situation in which those 
purchasing insurance represent a greater risk 
than the population as a whole.

AIG (American Insurance Group): A complex 
financial services company that collapsed due 
to massive risk-taking by its financial products 
division. 

aircraft liability insurance: Protects the insured if 
an accident causes injury or death to passengers 
or others.

all-risk policy: A type of insurance contract that 
list perils it will not cover.

annuity: Payment of a lump sum to an insurer in 
return for steady payments over time. 

appraiser: In the insurance industry, a 
professional who specializes in estimating the 
cost to repair damaged automobiles.

arbitration: The process of bringing the dispute in 
front of a professional mediator.

assets: Things that can be sold to produce income.

audit: An examination of the company’s 
bookkeeping, financial assets, and other aspects 
of its operation.

auditing clerk: An administrative-support 
position that deals with verifying records posted 
by other workers. 

automobile insurance: Coverage for passenger 
vehicles and protects the beneficiary against the 
financial aspects of a traffic accident.

aviation hull insurance: Covers the aircraft and 
all parts permanently attached to it.

aviation insurance: Protects against financial loss 
involving aircraft.

B
bodily injury liability insurance: A type of 

automobile insurance that protects the person 
who causes an accident against financial claims.

bond: A loan to a company or government entity 
that earns interest for the investor.

BOP (business owner’s policy insurance): A 
policy that provides low-cost property and 
liability coverage to small businesses.

C
California Earthquake Authority: A privately 

funded, publicly managed organization through 
which homeowners in the state can purchase 
earthquake insurance.

capital: Cash and assets that are easily sold to 
produce cash.

captive agent: An insurance sales agent who works 
for only one insurance company and typically 
earns a salary and receives a commission.

cargo war risk policy: Coverage for cargo from 
the perils of war.

cash value: An item’s current value.
cash value component: The savings-account 

portion of a permanent life policy.
catastrophe: Any event that results in $25 million 

or more in losses involving many policyholders 
and insurers.

catastrophe modeling: A process that seeks to 
identify the likelihood of a major disaster in a 
given region and estimate how much loss could 
occur.
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Centers for Medicare and Medicaid Services: A 
federal agency that administers the Medicare 
and Medicaid programs for the federal 
government.

certification: A way for a professional to prove 
expertise in a given area. 

Chartered Property Casualty Underwriter (CPCU): 
Sought by property and casualty professionals 
and underwriters to distinguish themselves in 
their professions. 

chronic disease: A health condition that lasts for a 
long time or recurs.

civil penalty: A fine the government imposes to 
enforce regulations.

claim: The process of documenting the loss 
against an insurance policy.

claims-processing clerk: An administrative- 
support position that involves handling claims, 
including collecting information from insured 
parties and reviewing filed claims for accuracy 
and completeness.

COBRA (Consolidated Omnibus Budget 
Reconciliation Act): A federal law that includes 
a provision to extend health-plan coverage in 
certain circumstances.

collision coverage: Pays for the damage to a 
policyholder’s car as the result of the collision.

commercial general liability insurance (CGL): 
Insurance that covers bodily injury and property 
damage.

commercial package policy insurance: The 
combination of two or more insurance products 
into one policy.

commercial property insurance: Insurance that 
pays for physical damage or loss of certain kinds 
of property.

commission: Compensation that is based on a 
percentage of sales.

complaint ratio: A number that represents the rate 
of complaints an insurance company receives.

comprehensive coverage: Automotive insurance 
that pays for damages to a car that result from 
causes other than collisions.

concealment: Applies to an applicant withholding 
certain information from an insurer.

conditions: A section of an insurance agreement 
that describes the responsibilities the 
policyholder has when a loss occurs.

consumer-driven health plan: Insurance plan 
with a high annual deductible.

continuation coverage: An extension under 
certain circumstances of an employee’s group 
coverage after the employee leaves the employer. 

continuing education: Classes and workshops 
that keep professionals current on the 
knowledge they need to perform their jobs.

copayment: Also called a copay, a small fee to 
help the insurer defer some of the cost of health 
services.

cost-of-living adjustments: A change in benefit 
payments corresponding to the change in the 
cost of living.

credit report: A collection of data pertaining to an 
individual’s credit and payment history.

credit score: A numerical value that reflects a 
person’s credit history.

custodial care: Nursing home care or in-home 
care for people who need help with activities 
like bathing and dressing.

customer service: The manner in which a 
company engages with its customers.

customer service representative: An 
administrative support position that provides 
direct customer contact, ongoing communication 
with existing clients, and selling new policies to 
current clients under certain circumstances.

D
damages: Financial compensation awarded to the 

plaintiff (patient) in a medical malpractice case.
declarations: The section of an insurance 

agreement that lists a policy number, the name 
of the policyholder, and the insurance carrier.

deductible: The expense for a claim paid by a 
policyholder.

defensive medicine: To protect themselves from 
lawsuits, some doctors order more tests and 
procedures than patients really need. 

definitions: The section of an insurance 
agreement to clearly define terms used in the 
contract.
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demographics: Statistics, such as age and income, 
about a particular group of people.

depreciation: The loss of an item’s value over time.
depression: A period of more than six months of 

severe economic decline. 
disability insurance: Coverage that pays workers 

a percentage of their income if they become ill or 
are injured and unable to work for an extended 
period of time.

dividend: A voluntary periodic payout from 
company profits to policyholders.

Dodd-Frank Wall Street Reform and Consumer 
Protection Act: Made changes to the regulatory 
structure overseeing the financial-services 
industry.

E
earthquake insurance: A property insurance 

policy that covers the damage the shaking 
ground causes to buildings.

elimination period: Waiting period before a 
health insurance policy will cover costs related 
to a preexisting condition.

endorsement: An add-on to a standard insurance 
policy that details agreements not otherwise 
part of the policy.

ergonomics: The science of adapting the 
workstation to fit the needs of the worker and 
lessen the chance of injury.

ethics: Conduct that is right, good, and proper.
exclusions: Losses the insurance carrier will not 

cover.
expense-incurred policy: A policy in which a 

maximum benefit amount is selected when the 
policy is purchased. 

experience rating: A company’s history of 
unemployment claims, which measures the 
stability of that business’ workforce.

external fraud: Fraud that occurs when somebody 
not involved in the insurance industry engages 
in insurance fraud.

F
Federal Insurance Office: Tasked with 

monitoring the insurance industry as well 
as studying the insurance market and 
recommending improvements to insurance 
regulation.

federal poverty level: A guideline based on a 
family’s size and income used by assistance 
programs to determine benefits.

fee-for-service health plan: A type of health 
plan in which the plan participant (the insured 
person) pays a premium, but must also meet a 
deductible before coverage begins each year.

FICA (Federal Insurance Contribution Act): A 
legislative act that governs the taxes funding 
Social Security and Medicare.

fidelity: The principle that promises should be kept.
Financial Analysis and Solvency Tracking 

System (FAST): A government system that 
helps detect financial distress.

financial analyst: A professional that researches 
companies to determine their ability to pay their 
debts.

financial markets: A combination of stock 
markets and other outlets that allow businesses 
and investors to buy and sell stocks, bonds, 
commodities, and other financial instruments.

financial responsibility laws: Legislation that 
requires licensed drivers to buy a minimum 
amount of automobile liability insurance. 

financial statement: An annual report of a 
company’s financial condition.

float: The amount of collected premiums that have 
not yet been paid out in claims.

focus group: A gathering of potential customers 
who participate in a guided discussion about a 
given product.

fraud: Unethical or unlawful behavior where 
deception is used for personal or financial gain.

full-benefit age: The age at which you will receive 
your projected full retirement benefit from 
Social Security.

future purchase option: A feature of an insurance 
policy that gives the policyholder an opportunity 
periodically to increase his or her policy’s benefit 
amount without having to take a medical exam.
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G
gap insurance policy: An insurance policy that 

pays the difference between the cash value of a 
vehicle and the balance on the loan. 

group: A set of people who have an interest in 
jointly sharing risk.

gross premium: The amount of a policyholder’s 
premium.

group health plans: Plans that cover a group, 
often employees of a company, as well as their 
family members.

guaranteed minimum interest rate: Money in an 
account will earn at least the specified rate of 
return.

guaranty funds: Money that is provided by 
the state to cover a policyholder’s losses if an 
insurance company cannot.

H
hacker: Someone who has expertise in 

manipulating computer technologies.
hacker insurance: A type of insurance that 

protects the policyholder from losses and 
liability caused by hackers.

hard fraud: In the case of insurance, fabricating an 
incident to cause loss an insurance policy covers.

hazard: A condition that increases the likelihood 
or extent of a loss.

health-claims examiner: A professional who 
reviews health-insurance claims for accuracy 
and completeness and makes decisions to 
approve or deny claims.

health insurance: Insurance policies that protect 
the policyholder from financial risk associated 
with the costs of health care.

health-insurance exchanges: As called for in the 
Patient Protection and Affordable Care Act, a 
private insurance market from which uninsured 
individuals can shop for and purchase 
affordable health-insurance coverage.

health savings account: An account, often a part 
of a consumer-driven plan, containing untaxed 
money that can be used to pay for the health- 
care costs until the deductible is met. 

HIPAA (Health Insurance Portability and 
Accountability Act): Legislation that helps 
people maintain insurance coverage and 
requires that electronic medical records and 
patient privacy be safeguarded.

HMO (health maintenance organization): A 
managed care plan typically consisting of a 
network of providers that participants must 
use for their health-care needs. The insurance 
company does not pay for out-of-network care.

hospice care: Physical care and counseling for 
terminally ill patients.

hull policy: Marine insurance that covers personal 
watercrafts.

I
identity fraud: Using a person’s personal 

information to do things like withdraw money 
from bank accounts and make credit or debit 
card charges.

identity theft: Stealing someone’s personal 
information and using it to impersonate the victim.

identity theft insurance: Coverage for financial 
losses that result from identity theft and fraud.

IIPRC (Interstate Insurance Product Regulation 
Commission): An organization that provides 
uniform standards for insurance products to its 
member states. 

impaired insurer: An insurance agency or 
company that is having significant financial 
problems, and its ability to pay claims is in 
question.

indemnity: A policyholder cannot profit from an 
insurance loss.

indemnity policy: A fixed-benefits amount that is 
paid regardless of actual costs incurred.

independent agent: An insurance sales agent 
who sells products from several insurance 
companies. 

independent contractor: In the insurance 
industry, a sales agent who is not employed 
by an insurance company, but who is paid 
according to predetermined sales and 
performance measures. 

independent ratings agencies: Agencies that offer 
expert opinions on the financial strength of the 
companies they rate. 
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individual health plan: Health insurance for a 
single person or family purchased directly from 
an insurance company by the participant.

individual health plan rule: A provision of 
HIPAA that guarantees access to health 
insurance for people who are unable to obtain 
group coverage. 

individual market: The portion of the health 
insurance market in which a single person or 
family purchases health insurance.

inflation: The rise in prices that occurs over time.
inland marine insurance: Covers marine 

property and equipment whether it is on land, in 
storage, or away from a body of water. 

insolvent: When a company does not have enough 
cash and assets to pay its claims and debts.

inspection report: A report that provides a very 
detailed look at the applicant’s finances, health 
habits, occupation, and character.

insurable interest: An insurance provision that 
means the policyholder must have a financial 
interest in what is being insured.

insurance: A financial product that offers 
protection against a specific type of loss.

insurance agent: A professional licensed to sell an 
insurance contract.

insurance contract: Also called a policy, a legally 
binding document that outlines the terms of 
an insurance agreement between an insurance 
carrier and policyholder.

insurance investigator: An insurance professional 
who looks into possible fraud by researching, 
interviewing claimants and witnesses, and 
conducting surveillance.

insurance policy: A legally binding document 
that outlines the terms of an insurance 
agreement between an insurance carrier and 
policyholder.

Insurance Regulatory Information System: A 
government system that runs financial tests on 
data to identify potential problems.

insurance score: A numerical value that reflects 
the risk the applicant represents to the insurance 
carrier.

insuring agreement: The contract between 
insurance carrier and policyholder that identifies 
the commitment the insurance carrier has made 
to the policyholder. It outlines perils the policy 
does or does not cover.

internal fraud: Fraud that occurs when somebody 
within the insurance industry engages in 
insurance fraud.

investing: The process of committing money 
to something with the expectation of earning 
additional money.

ISO (Insurance Services Office, Inc): An 
organization that advises the insurance industry 
and produces standardized policy forms.

J
jobless recovery: The economy begins to improve 

from a downturn, but the unemployment rate 
does not.

joint underwriting association: Group through 
which insurers join together to offer medical 
providers affordable malpractice insurance.

K
kickback: An improper payment to someone in 

authority to direct business toward the person 
making the payment. 

L
law of large numbers: The accuracy of a statistic 

increases with sample size.
leads: Sales opportunities. 
lease: A contract for rental of a car for a specified 

term, usually three or more years. The car is 
returned at the end of the term.

legally binding: An agreement, or contract, 
between parties that can be enforced through 
legal action if one of the parties fails to abide by 
the terms of the agreement. 

liable: Responsible according to law.
lien: A legal claim of debt against property, such 

as real estate or a car.
life insurance: Pays a benefit to beneficiaries 

when the insured dies.
life insurance-claims examiner: A professional 

in the life insurance industry who interviews 
medical specialists, consults policy files to verify 
information reported on a claim, refers claims 
for further investigation, and authorizes or 
denies payments for claims. 
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life stage: A phase of a person’s life.
lifetime limit: A maximum amount that a plan will 

pay out to the insured participant over the course 
of that person’s life. 

liquidation: The process of dividing a company’s 
assets among parties with a financial interest in 
the company.

load: The expenses the insurer has for creating, 
selling, and maintaining the policy.

loan term: The length of time over which a loan is 
repaid.

long-tail insurance: A situation in which there is 
a long time between receiving the premium and 
paying a claim.

long-term care: Intensive and ongoing care 
needed because of health challenges. 

long-term care insurance: Financial protection 
that pays the costs of care for long-term, chronic 
conditions.

long-term disability: The disability coverage 
that begins after short-term disability expires, 
typically replacing 40% to 60% of pre-disability 
income.

loss adjuster: A specialist who visits with the 
policyholder to determine the cause of a loss and 
its extent, whether the policy covers the loss, and 
whether the amount claimed is reasonable.

loss-control representative: An insurance 
professional who inspects property and business 
operations of insurance applicants and assesses the 
likelihood of hazards, accidents, and financial loss. 

M
managed-care plans: Plans in which an insurance 

company enters into contracts with hospitals, 
doctors, and other providers of care.

mandate: A requirement that carries the force of 
the law.

marine cargo policy: Covers ocean-shipped cargo 
from where it is picked up to the buyer’s location.

marketing manager: A professional position that 
involves running a company’s efforts to promote 
existing and new types of insurance products.

material misrepresentation: The willful and 
knowing misrepresentation of information by an 
insurance applicant, which can result in a policy 
being voided. 

McCarran-Ferguson Act: Gives authority for 
regulating the insurance industries to the states 
in which they do business. 

median income: A statistical point at which one- 
half of workers earn above the amount, and one-
half earns below the amount.

mediator: A person who looks at both sides of an 
arbitration case, favoring neither side, and then 
makes a judgment.

Medicaid: A federally mandated public health 
insurance program that helps low-income 
individuals and some others receive health care.

Medical Information Bureau: An agency that 
maintains records of applications for life, health, 
disability, long-term care, and critical-care 
insurance.

medical malpractice: A situation in which a health- 
care professional fails to provide appropriate care 
and as a result causes injury to a patient.

medical malpractice insurance: Protection for 
physicians and other health-care providers from 
the financial risk associated with malpractice 
lawsuits.

Medicare: A public health insurance program run 
by the federal government that provides health 
insurance for Americans aged 65 and older.

Medicare Advantage plans: A managed-care 
plan that delivers health care through provider 
networks with the aim of controlling costs. 

Medicare Part A: A provision of Medicare that 
provides insurance benefits for hospital stays.

Medicare Part B: A provision of Medicare that 
generally pays for doctor’s visits and medical 
services.

Medicare Part C: Extra coverage purchased from 
private companies by Medicare participants to cover 
health services not provided by Medicare itself.

Medicare Part D: Extra coverage that may be 
purchased by Medicare participants to help pay 
for prescription drugs.
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Medigap insurance: Also known as Medicare 
supplemental insurance, an insurance plan 
available to Medicare Part A and Part B 
participants that pays otherwise uncovered 
expenses, such as copays and deductibles.  

misdiagnosis: A case in which a physician makes 
an error in identifying an illness or injury.

mortality table: A statistical table that shows the 
rate of deaths by age group.

mortgage: A loan borrowed to purchase a property.
motorcycle insurance: Coverage for any two- or 

three-wheeled motor vehicle that a person rides 
on roads and highways.

multiline agent: Insurance sales agents that sell 
several types of products.

mutual fund: A pool of stocks, bonds, and other 
investment instruments.

N
named-perils policy: A type of insurance contract 

that only covers losses resulting from the causes 
listed in the insuring agreement.

National Association of Insurance 
Commissioners (NAIC): Organization that 
assists state governments with the regulation of 
the insurance industry.

net worth: A person’s total assets minus the total 
of his or her liabilities or debt.

O
occupational therapy: A type of therapy that helps 

individuals live as independently as possible.
ocean marine insurance: Insurance that provides 

coverage for ocean-going ships and the cargo 
they carry.

opportunity fraud: See soft fraud. 
out-of-network: A care provider not part of the 

provider network contract for a particular 
insurance plan.

out-of-pocket maximum: The maximum dollar 
amount the insured person(s) will have to pay in 
a given year.

outpatient hospital care: Medical care provided in 
a medical setting that generally does not require 
an overnight stay.

P
partnership long-term care policy: A way to 

qualify for Medicaid without first expending all 
assets. For every dollar a policy pays in benefits, 
this policy will protect a dollar of assets.

patient compensation funds: State-created funds 
that serve as a way to address unaffordable 
malpractice insurance. These funds cover 
higher-end losses.

Patient Protection and Affordable Care Act 
(PPACA): A major reform effort intended 
to reduce costs, make delivery of care more 
efficient, and provide a means for those who 
are not otherwise insured to obtain health 
insurance. 

pay-as-you-go system: Money coming in from 
taxes goes directly out as benefit payments.

payroll tax: A fee an employer pays on the wages 
of each employee.

pension: An employment-based retirement plan 
that provides monthly income.

peril: A potential cause of a loss.
permanent life insurance: A policy that lasts 

for life, also known as whole life insurance, 
which pays a death benefit to beneficiaries and 
contains a savings component.

personal watercraft (PWC): A small one- or 
two-person marine vessel such as a Jet Ski™ or 
WaveRunner™.

phishing: The use of fraudulent e-mails and 
copies of legitimate websites to trick people into 
providing personal, financial, and other data.

physical therapy: Therapy and exercise that helps 
individuals with illness or injury to recover.

point of service plan (POS): An insurance plan 
that mixes features of HMOs and PPOs where 
participants have to choose a primary care 
provider who coordinates in-network care. 
Participants can also choose an out-of-network 
provider and pay more for those services.

policy processing clerk: An administrative-
support position that involves taking in 
new applications and reviewing them for 
completeness.

policyholder: The person who buys the insurance 
policy.
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pooled-benefit policy: A policy that pays the actual 
cost of care up to the maximum daily benefit stated 
in a policy. If the maximum daily benefit is more 
than what is needed to pay for care, the remaining 
money goes toward extending your benefit.

portability: Continued access to health insurance 
regardless of employment.

preexisting condition: A disease or health 
condition that exists at the time a person applies 
for health coverage.

preexisting condition exclusions: Clauses in 
insurance agreements stating that the insurer 
may not cover costs related to a preexisting 
condition for a stated period of time.

Preexisting Condition Insurance Plan (PCIP): A 
health insurance risk pool for people who have 
been denied coverage because of preexisting 
medical conditions.

preferred provider organization (PPO): An insurance 
plan that establishes a network of providers the 
insurer encourages plan participants to use. 
Participants may choose to go out of network, but 
they will pay more out of pocket.

preferred risk class: A risk class that represents a 
low risk to an insurance carrier.

premium: A fee charged by an insurance company 
in return for accepting an individual’s risk.

preventive services: Medical services that include 
certain vaccines, wellness visits, and tests that 
screen for cancer and other diseases.

primary care provider (PCP): A physician who 
manages all health care for the participant of an 
HMO.

private-sector group health plans: Employment-
based health insurance plans offered by 
companies in the private sector.

privatize: To put in the hands of individuals 
as opposed to under governmental control. 
In terms of Social Security, this could mean 
having workers to contribute part of their Social 
Security tax to a stock market account.

producer: See sales agent.

professional designation: See certification.

progressive: In terms of Social Security benefits, 
this means that lower-income workers get a 
higher benefit relative to their income than 
higher-income workers do.

proof of insurability: A part of acquiring an 
insurance policy that requires a medical exam as 
well as information provided on the insurance 
company’s application. 

property and casualty insurance: A policy that 
protects policyholders against financial loss 
associated with property damage or injury to 
others.

property damage insurance: Automotive 
insurance that covers physical damage to a 
policyholder’s car.

property damage liability insurance: 
Automotive insurance that pays for damages the 
policyholder’s vehicle causes to another person’s 
property in the event of an accident.

provider network: The hospitals, doctors, and 
other providers of care that are under contract 
with a particular insurance plan.

public-sector group health plans: Health- 
insurance plans sponsored by federal, state, or 
local governments.

purchasing power: The measure of how much 
money is worth in terms of how many goods 
and services it can purchase.

pure premium: The amount of the premium that 
should cover expected losses.

Q
quarter: A three-month segment of a 12-month 

period, usually within a fiscal or a calendar year. 

R
rate of return: The amount of money an 

investment makes.
ratemaking: The process by which actuaries 

determine a premium rate per unit of insurance. 
ratings agency: An organization that provides an 

expert opinion on the health of companies and 
investment products.

ratings bureau: A business collects loss and 
claims information from across the industry and 
sells it to insurance companies.

recession: A period of time marked by an overall 
decline in the economy that lasts for six months 
or more.
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recession-proof: Refers to industries that can weather 
tough economic times with little negative impact.

reciprocity: In the case of insurance professionals, 
this means that one state will honor licensing 
from another.

reinsurance: The transfer of some of an insurance 
company’s risk to another insurance company.

renewability: The requirements to renew a policy 
if it lapses.

replacement cost: The full cost of replacing a 
specific item with one just like it.

replacement cost insurance: Property insurance 
that pays the market cost of replacing a given 
item without accounting for depreciation.

reserves: Money an insurance company sets aside 
for future claims.

resources: In terms of eligibility for Supplemental 
Security Income, assets like cash, bank accounts, 
life insurance, and personal property.

risk: The probability of an event occurring and the 
possible consequences of that event.

risk avoidance: Taking steps to eliminate risk.
risk class: A category based on the risk an 

applicant represents to the company.
risk management: Evaluating risk and choosing 

how to minimize or manage the loss.
risk reduction: Taking steps to minimize the 

amount of risk.
risk retention: Planning for losses rather than 

transferring risk.
risk transfer: Shifting risk of financial loss to an 

insurance company.
risk-based capital requirements: The minimum 

amount of capital an insurer should hold rather 
than just what it needs to pay all of its obligations.

S
sales agent: In the insurance profession, sales 

agents sell insurance products to consumers and 
businesses. 

sales and revenue goals: Targets for how many 
policies agents want to sell, and how much 
revenue they seek to generate on those sales.

sales manager: A professional position that 
involves training and overseeing sales agents.

schedule: As related to workers’ compensation, 
a list of injuries with a corresponding 
compensation amount.

scheduling: A specific, rare, or special item and its 
value are stated on an insurance policy.

secretary: See administrative assistant.

self-insure: A business or person assumes risks 
on its own and pays claims without the help of 
an insurance plan.

seven canons of ethics: Guidelines from ethical 
behavior by insurance professionals.

short-tail insurance: A situation in which there is 
little time between receiving the premium and 
paying a claim.

short-term disability: Disability coverage that pays a 
portion of a person’s income for up to three months.

significant break in coverage: Sixty-three days or 
more in which an individual goes without health 
insurance.

smart systems: Computer software that can 
quickly analyze applications, recommend 
whether to deny or accept them, and adjust 
premiums based on the applicant’s risk profile.

Social Security: A federal social insurance that 
replaces a portion of income in retirement for 
eligible Americans and pays some disability 
benefits.

Social Security Disability Insurance (SSDI): A 
social insurance program that pays benefits to 
disabled persons who cannot work for a year or 
more.

Social Security Trust Fund: Takes in money 
collected from Social Security taxes and pays 
benefits to qualifying individuals from that 
revenue. 

soft fraud: In the case of insurance, exaggerating a 
legitimate claim or making untrue statements on 
an application for insurance.

solvency: The ability of a company to pay claims 
and other debts.

special enrollment rule: Requires a company to 
offer health insurance plan enrollment outside 
of the annual window in certain instances as 
provided by HIPAA.

spousal benefit: A Social Security benefit paid 
to retired workers’ spouses who have low or no 
earnings. 
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state insurance departments: State-level 
government departments that supervise and 
regulate insurers in their respective states.

state licensing: Ensures that an insurance 
professional understands the laws that govern 
the industry and the expectations of ethical 
behavior.

state risk pool: State run program for providing 
access to health insurance for those who would 
otherwise be denied coverage.

statistician: A professional that collects and 
analyzes numerical data.

stock: Ownership of a small piece of a company, 
called a share. 

subrogation: An insurance principle that allows 
the insurance company, in place of the insured, 
to claim damages from the person at fault in a 
case of a loss.

substandard risk class: A risk class that 
represents a high risk to the company.

substantial gainful activity: Any physical or 
mental activity that can be performed for 
compensation.

succession planning: Ensuring that the company 
is attracting and retaining professionals who 
have the potential to fill key leadership roles.

Supplemental Security Income (SSI): A federal 
program that pays a benefit to low-income 
people over age 65, the blind, and the disabled 
to help meet basic needs for food, clothing, and 
shelter.

surplus: Excess capital beyond what a company 
needs to meet its liabilities.

surrender value: The cash value, minus certain 
expenses, a policyholder receives as a payout 
after cancelling a qualified insurance policy.

survivors benefit: A Social Security benefit that 
replaces a portion of family income if a spouse 
or parent dies.

T
tail: The length of time an insurance company 

has between receiving a premium payment and 
making a claims payment.

term life insurance: A life insurance policy 
that covers a person over a set period of years, 
usually from zero to 30.

The Institutes: An educational, nonprofit 
organization with a focus on property and 
casualty underwriters.

title: A public record that lists who owns a given 
property.

title defect: An issue that disputes the legal 
ownership of a property, such as deed errors, 
omissions, or forgery.

title insurance: Provides lenders with coverage for 
losses and legal fees in the event of a title defect.

top executive: A management position, such as 
president, executive director, or chief executive 
officer, who directs the operations of an 
organization.

total account approach: A situation in which 
agents obtain licenses to sell mutual funds, 
annuities, and other products to provide a 
comprehensive service to customers, thereby 
expanding their earnings prospects.

totaled: The term is short for “total loss.” When an 
insurer declares that repairs to a car would cost 
more than the car is worth or that the car simply 
cannot be repaired. 

U
umbrella policy: A safety net that kicks in when 

the homeowner’s insurance reaches the coverage 
limits.

uncompensated care: Medical care provided to 
people who have no insurance and are unable to 
pay for care on their own.

underinsured liability coverage: Automotive 
insurance coverage that pays for approved 
damages caused by an underinsured driver to 
the property or person of the policyholder. 

underwriter: Determines whether to accept 
the risk of an applicant and what premium to 
charge.

underwriting policy: Establishes the kinds 
of insurance and the maximum amount of 
coverage the insurer can offer.

unemployment insurance: A joint federal-
state program that provides partial income 
replacement when people lose their jobs through 
no fault of their own.



314    Index

uninsured liability coverage: Automotive 
insurance coverage that pays the cost of 
approved losses caused by an uninsured driver 
to the property or person of the policyholder. 

utmost good faith: A central principle of an 
insurance product that requires the consumer 
and the insurance agent to be truthful with each 
other.

V
valued policy: Pays out the full face value of the 

policy after a covered loss, regardless of the 
actual cost to replace the damage.

valued policy laws: Mandate that under certain 
circumstances insurance companies must pay 
the actual face value of the policy to the insured.

W
war risk insurance: Provides coverage for acts of 

terrorism and war.
warranty: A statement or promise a policyholder 

makes that becomes part of the insurance 
contract.

workers’ compensation insurance: A program 
intended to provide medical and financial 
support for workers who are injured or made ill 
on the job.

work-life balance: How easy or difficult it is to 
work and also have time for personal and family 
interests.

Y
yacht policy: A marine vehicle coverage plan that 

covers vessels like yachts, motorboats, and sailboats.


