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Social Security, 387-394
unemployment insurance, 402
workers compensation, 407-408

Benefit triggers, under long-term-care
tnsurance, 320

- Bernstein, Peter L., 2. 41

Betterment, 511

Bid bond, 627

Bid rigging, 163

Bierce, Ambrose, 18§
Bilateral contracts, 185

Bill of rights, patients’, 350
Binder, 183

Birthday rule, 203

Blackout period, 214

Blanket basis, 549, 620

Blended families, premature death
and, 212

“Block” policies, inland marine, 583
Blood, under Medicare By 397
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yackage policy, 549-550
and property damage
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coverage, commercial
liability policy, 595
exclusion, 474, 499
achinery insurance, 578
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1es, 293

inessowners policy

1bels coverage, 579
atract, 417

’s death, readjustment
fter, 214

of equipment, 578

cal Journal, 510
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medical, 314

yrella policy, 556-557
ice rule, 176

ate insurance depart-
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99
f, 157

insurance, 577
coverage form, 577
reporting form, 577
| personal property cov-
rm, S563-572
of coverage, 570
overed under, 569-571
apse, coverage for,

1

struction, 142

erage, under business-
policy, 585

ance, 94

0

e, 620, 622

urance, 27

ge, 361

craft insurance for, 606
ivities exclusion, 472—473
o coverage form, 604
ns, incorporation of, 14

aters, S84

Business income

from dependent properties,
576-577

extended, 575

insurance, S74-577

loss exposures, 44 -

loss of, 574-575
Business income (and extra expense)

coverage form, 574
Business income and extra expense—
extra expense only, 578
Business liability exclusion, ISO per-
sonal umbrella policy, §58-559
Business liability insurance, 586
Businessowners policy (BOP),
584-586, 609
liability insurance, 536, 609
special form, 585
Business personal property, 569-570
coverage, under businessowners
policy, 585
Business records, exclusion of, 449

Business risk, 633
Business vehicle exclusion, 499, 502

(,

Cafeteria plans, 355
Calculable chance of loss, 22
Calculators on the Internet, interac-

tive, 218

Calendar-year deductible, 199, 315,
343

California Earthquake Authority
(CEA), 477

Camera and musical instrument
dealers coverage form, 583

Cameras, 549

Camper exclusion, 455, 509

Cancellation conditions, 461, 569

Cancellation of personal auto policy,
513

Cancer policy, 328

Cap, equity-indexed annuity, 297

Capacity, insurance industry, 67

Capital budgeting, 74

Capital needs analysis, 217-218

Capital-raising transactions, 120-121

Capital retention approach, 217-218

Capitation fee, 344

Captive.com, 59

Captive insurer, 47-48, 938

tax treatment of, 48

Care, custody, and control exclusion,

ISO personal umbrella policy,
559
Career-average earnings, 365

Cargo insurance, 580
Car number and type, insurance cost
and, 535
Case reserves, 132, 620
Cash-balance plans, 369-371
Cash dividend, 401
Cash flows, analyzing, 72, 74
Cash needs, life insurance and, 216
Cash option {(annuities), 294
Cash option (life insurance), 251
Cash or deferred arrangement
(CODA), 371
Cash refund option (annuities), 294
Cash settlement option, 255
Cash-surrender value, 222, 225
Cash value(s), 222
actual, 175-176, 459
policy surrender for, 253
Cash value coverage, 457
Cash-value life insurance, 219, 221,
223,224,250
Cash-value option, 253
Cash-value policies, rates of return
for, 274
Cash withdrawals, 227
Casualty Actuarial Society (CAS), 79,
109, 146
Casualty insurance, 26—27
marketing systems, 101-102
rate making, 139-143
Casualty insurers, financial perform-
ance, 131-136
Catastrophe bonds, 69, 120-121
Catastrophe coverage, 400
Catastrophic illness rider, 262
Catastrophic loss, 22, 121, 530
insurance, 326-327
reinsurance and, 117-118
Catch Me If You Can (Abagnale),
623
Causes-of-loss forms, $72-573
basic form, 572
broad form, 572
special form, 572-573
Ceding commission, 118. See also
Cession
Ceding company, 115
Cell phone use and cr
Centers for Disease Control
Prevention (CDC), 211, ‘360
Centers for Medicare & Medicaid
Services (CMS), 31 '31)4 12
Central Limit Theorem,
Certified Financial l’lnn;‘l:(l') (CFP)
designation, 113, 284 -
Certified iljnsura ace Counselor (CIC)
designation, 113

ach risk, 31 ()
and

Certified Risk Manager (CRM) desig-
nation, 79

Cesston, 593. See also Ceding com-
mission

CFA. See Consumer Federation of
America (CFA)

CFP. See Certified Financial Planner
(CFP) designation

CGL. See Commercial general liability
(CGL) policy

Chance of loss, 4-5

calculable, 22
versus risk, §

Change-of-plan provision, 248-249

Change of policy provisions, 461, 569

Charitable institutions, liability of;
422

Charles Schwab, 307, 381

Charter, optional federal, 165

Chartered Financial Consultant
(ChF@) 143,280

Chartered Life Underwriter (CLU),
112 5279

Chartered Property Casualty

Iljilglerwriter (CPCU) program,
Check alteration, 620-621, 625
CheckPoint, 480
“Cheeseburger bill,” 427
Chesterton, G.K., 618
ChFC. See Chartered Financial

Consultant (ChFC) designation
Chief risk officer (CROY}, 65
Choice no-fault plans, 527
ChoicePoint, 536
Chubb Group of Insurance

Companies, 479
CIC. See Certified Insurance

Counselor (CIC) designation
Citibank, 68
Citigroup, 68
Civil commotion damage, 453
Civil Service Retirement System, 28
Claimant, 417
Claim expenses, 475
Claim forms provision, 325
Claims
fraudulent, 31-32, 33, 528, 529
inflated, 32-33
Investigation of, 114
laims adjustors, 113-114
laim settlement, 113-115
under no-fault laws, 5§28-529
steps in, 114-1135
Claims-made policy, $99-600
Clash loss, 67
Class Action Fairness Act, 427

()@

Class beneficiary, 248
Class rating, 140-141
Class underwriting, 110
“Clean risks,” 530
Cliff vesting, 365
Clinical laboratory tests, 397
CLU. See Chartered Life Underwriter
((HilsL])
CLUE Report, 480-481
CMS. See Centers for Medicare and
Medicaid Services (CMS)
Coalition Against Insurance Fraud,
30, 31, 32, 33, 35, 631
COBRA, 352
CODA. See Cash or deferred arrange-
ment
Coin collections, 549
Coinsurance, 200-201
under building and personal prop-
erty coverage form, 572
under business income coverage
form, §75-576
clause, 200
in group dental insurance, 353
i1 health insurance, 201
:and health savings account, 317
In major medical policies, 315-316,
342
Medicare, 400
penalty, 572
problems with, 201
provision, 315
purpose of, 200-201
Collapse, losses involving, 450, 451
Collateral assignment, 249
Collateral source rule, 428-429
Collision coverage, 505, 605, 606
dropping, 537
Collision damage waiver (CDW) on
rental cars, 506-507, 508
Collision liability clause, ocean
marine insurance, 580
Collision loss, 505
Combined ratio, 66, 135-136, 431
Commencement of employment, 337
Commercial articles coverage form,
583
Commercial auto insurance, 604-606
Commercial coverages, miscellaneous,
577-580

Commercial crime coverage form,
620-625

Commercial crime insurance pro-
gram, [SO, 619-620
Commercial general liability (CGL)
policy, 593, 594-600, 607
CGL claims-made policy, 599-600
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CGL occurrence policy, 595-599

definitions under, 599

insurance limits of, §98-599

insured under, 598

liability conditions under, 599
Commercial insurance, 46

risk management program and,

50-51

Commercial insurers, medical expense
plans of, 240

Commercial liability insurance,
592-617

Commercial liability umbrella cov-
erage form, 607

Commercial lines, 26-27

Commercial lines deregulation, 157

Coml;ercial multiple peril insurance,

6

Commercial package policy (CPP),
567-569

Commercial property insurance, 142,
566-591

Commercial umbrella policy,
607-608

Commissioners Standard Ordinary
1980 Mortality Table, 288
Commissioners Standard Ordinary
2001 Mortality Table, 221, 222.
284,285 288
Commission on Insurance
Terminology, 19
Commodity price risk, 63, 64
Common-accident provision, 315
Common law of industrial accidents,
405
Common policy conditions page, 569
Common policy declarations page,
569
Communicable disease exclusion, 473
IS0 personal umbrella policy, 559
Commutative contract, 185
Company adjustor, 114
Company mergers, 94
Comparative negligence, 419-420
Compensation awards, 426
Compensatory damages, 419
Competent parties, 184
Competitive state fund, 407
Complaint divisions, 158
Complaint handling, 162
Completed operations liability, §94
Compounding, 73
tax-deferred, 291

Comprehensive auto coverage, 5038,
605, 606

Comprehensive long-term-care policy,
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349-350
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ﬁ0n52685320
neficiary, 2438

Contingent business income and extra
expense—extra expense only
coverage, 379-580

Contingent commission, 110

Contingent liability, 594

Contingent nonforfeiture benefts
upon lapse, 321

Continuation of group health insur-
ance, 352

Continuous premium whole life, 221

Contract bonds, 627

Contract of adhesion, 186

Contractors equipment floater, 584

Contracts, transfer of risk by, 13. See
also Insurance contracts

Contractual liability, 473474, 594

Contractual liability exclusion, com-
mercial general liability policy,
595

Contractual right, 178

Contributing location, 576

Contribution by equal shares, 202

Contribution limits, in retirement
plansp866y 3i74-3/

IRA, 299, 301

Contributory negligence doctrine, 405

Contributory negligence laws, 419

Contributory plan, 336

Controlled substance exclusion, 473

[SO personal umbrella policy, 559

Convergence, 20

Convertible term policies, 219

Coordination-of-benefits provision,
2035352

Co-payments, 400, 601

Corporal punishment exclusion, 473

Corporate directors/otficers, liability
of, 434-43S5, 611

Corporate fraud, 432433

Corporate governance, lax, 432-433

Corporate reimbursement coverage,
611

Corridor deductible, 199, 343

Corridor test, 226

Cost(s)

of auto insurance, 532-536
of homeowners insurance,
478485
under no-fault system, 528
of premature death, 211
of medical costs, rising, 408
of ciskyds
third-party sharing of, 336
tort liability, rising, 423-424, 425
umbrella policy, 557
Cost controls, group insurance, 349,

553

Cost information, obtaining, 271-272

Cost of doing business, 31

Cost-of-living adjustment, 354, 391

Cost-of-living rider, 261-262,
323-324

Cost sharing, increased, in health
insurance, 349

Cost-sharing provisions, Medicare
prescription drugs, 400

Counterfeit money coverage, 450,
623, 626

Court bond, 628

Court decisions, 153

Court delays, under no-fault system,
529

Coverage
under businessowners policy,

585-586
under commercial general liability
policy, 595-593
under commercial umbrella policy,
607-608
under equipment breakdown insur-
ance, 578-580
under Homeowners 3 policy, 447,
445451
ander mobilehome 1nsurance, 548
under National Flood Insurance,
551-552
under unemployment insurance,
402
Coverage E, homeowners policy,
468—469
Coverage extensions, under building
and personal property coverage
form, 571
Coverage F, homeowners policy,
469470
Coverage gap (“donut hole™),
Medicare prescription drugs,
400
Coverage parts, commercial package
policy, 569
Covered auto, your, 495-496
Covered earnings credits, 336
Covered equipment, 5738 ‘
Covered perils, in ocean marine tnsurs
ance, 581
Cowper, William, 545
CPCU. See Chartered Property
Casualty Underwriter (CPCU)
YOogram ]
CPI. .‘S't?t-'%?nnsumer PriCE index ((--*_PI)
CPP. See Commercial package P‘-"llcy
(CPP)
Crash risk and cell phone use; 510
Credibility factor, 142

Credit-based insiy
167-168
Credit cards, 449, 550

ance scores,

Credit enhancement, as a benefit of

INsurance, 29
Credit, in Social decurity, 386
Credit insurance, 27 |
overcharges, 339
(:?rc:lit life nsurance, 338
Credit line, paying losses via 47
‘;:I't?tji[‘()rs‘ secured, 178 |
(__fredi L record, 4885, 535-536. 538
Credit scores, 482, 167-168
automobile insurance and
J35-536 j
Crime, 417
Crime coverage forms, 619
(__.'rinw Insurance, 27, 618-632
! Crime loss exposures, 4
CRM, dee Certified Risk M
~ (CRM) designation
| (_I{{(). See Chief rigk officer (CRO)
CSO tables, 221, 222, 284. 285. 288
(__:m'rency exchange rare risk, 6:3‘ -
Current assumption whole life insuf-
ance, 232-234
Currently insured status, 387
Current net mncome, p
of, 47
Current rate, 293
Custodial care. 319

anager

aying losses out

Custom furnishings or equipment
exclusion, 509

D

gamngcd property, exhibiting, 457
amages, 418-419, See also Physical
damage insurance: Property
damage |
“Apping noneconomic, 427, 432

Damage to property of others,
475476

Dealer property, 583
3
\ Death

faked, 30, 31
msurable interest ar time of, 179
motor vehicle, 533

of named insured or spouse, 462

_Premature, 8, 211-213

Death benefit(s), 226. 229-230. 233
accidental, 323 o
riders, 261-263
variable annuity, 295-29¢

D(.«l]I :;iu W(Jl'kt'l's compensation, 408
IS removal coverage, 449450,

570, 585

Deceptive sales practices, 273
Decl

[94

1 commercial package policy,

1560
Declarations page, in PAP, 496

l_)“":'*‘*"‘ﬁ"”ﬂ term surance, 219
Deductibles, 50. 198-199, 329. 451

aggregare, 199
AUto msurance, S07. 536

building and personal property coy-

erage torm, 571-572
businessowners policy, 586
calendar-year:. 199, 315, 343
corridor, 199
elimination period, 199
Hlood Insurance, 552
group dental Insurance, 353
health insurance. 199

health savings account, 316

homeowners nsurance, 480, 483

major medical msurance, 315
Medicare B, 397
Medicare prescription
400
optional, 527
property insurance, 199
purposes of, 198-199
straight, 199
Defendant, 417
l)ctense COSES coverage, 595
[_)Ett‘l]SE Research | nstitute, 6135
Deterred annuity, 293
group, 527
Deferred retirement age, 364
Deficit Reduction Act of 2008, 366
Defined-benefit form ulas, 365 |
Defined-benefit plans, 365, 366
369-371, 375 |

Defined-contribution formulas,
364-365

Defined-contribution healt
350

Defined-contribution plans, 366
3()8—-369, 374 |

Definitions, in msurance con

194-195

Delayed retirement credit, 390-391
Dcmum;lliz;’ttiun. 94, 95§

Dental insurance, group, 352-353
Duparrmqnt of Health and Human
| Services, 4()1

Dependency period. 214

Dependent events, 69-71

[ )('pcpdmt Properties, business

mcome from, 576
Derivatives. weather, 70

h plan,

tract,

arations, i insurance contract
:

drug plans,

LANCE)E. X

21-22
Diagnosis-related

groups (DRG

- 396-397 v S

Dickens, Charles, 290

Difference in conditions (DIC)
ance, 580

D'iminution i value, 511
Direct billing, 101
Direct loss, 10

| Insurance, 433, 611-5W®
Directors exclusion, 1SO personal
~umbrella policy, 559
D‘u‘ect physical loss, 451
Direct response system, 100
101-102 ’
Direct writer, 101
Disability
partial, 322
probability of, 321
residual 1322393
_total, 259-260, 321-322
Disability Income, under workers
- compensation, 407-408
Disability-income benefits, 322-324
optional, 323-324 '
Social Security, 392
Disability-income ins urance,
321-324, 326, 327-32¢

compulsory temporary disability
msutance, 28

group, 353-3535
statistics on, 321
D}'snhility Isured status, 387, 392
D}sastEL' assistance, federal, 545
Discounts, 73
auto mnsurance, §37-538
taking advantage of. 483
D.iscnwry form, 624
l_.)'ISC{)‘Vt‘l‘}" version policy, 619
l_)IISL‘I‘IH'I!'ILIII'{H'}" Insurance rates, 139
D!SE:]S(‘ management programs. 349
D_lshmwsr acts exclusions., 623
Dismemberment benefits, 323
Distributions [ 21
IRA, 299, 300, 301. 302
limitations on, 371-372
Dividend options, life insur
251-253
selecting, 252
D!'vidt'nd policy, 155
Dividends, policies that pay, 278
l_)ng owner’s liability, 469
Dollar-a~day auto in.surunce, $525-526
Domestic employment, 402
Domestic goods in transit, 582

d1C¢,
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Directors and officers |; ability (D& O
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nployee Benefit Research
e (EBRI)

v feasible premium,

fund, 214
‘anee.comi332
efral&a3i71y 373
‘rent damage, 455
1ta ) %l

1ta exclusion, under
rcial general liability,

1ta processing (EDP), 124

juipment exclusion, 507,

Flectronic fund transfer cards, 449,
450
Eligibility period, 337
Fligibility requirements
in group insurance, 336-337
for long-term-care insurance bene-
fits, 320
for mobilehome insurance, 548
under National Flood Insurance
Program, 551
for a traditional IRA, 299
for unemployment insurance, 402
for workers compensation, 407
Elimination (waiting) periods, 199,
329
under disability-income insurance,
323
under long-term-care insurance,
319-320
under National Flood Insurance
Program, 552
Emergency fund, 214
size of, 11
Emergency program flood insurance
coverages, 351, 552
Employee benefit loss exposures, 44
Employee Benefit Research Institute
(EBRI), 359, 381
Employee benefits, 99
aroup life and health insurance,
335-360
retirement plans, 361-382
Employee Benefits Security
Administration (EBSA), 381
Employee contributions, 364-365
to SIMPLE retirement plans, 376
Employee injury exclusion, 474
Employee Retirement Income Security
Act of 1974 (ERISA), 49, 153,
341, 362, 608,612
Employee thett, 620, 621
Employer and employee relationships,
liability in, 422—423
Employer contributions, 364-365
to SIMPLE retirement plans,
376-377
Employer-employee relationship,
imputed negligence and, 420
Employer liability laws, 405
Employers, self-insured group health
plans and, 49
Employers Liability Act, 603
Employers liability exclusion, com-
mercial general liability policy,
596
Employers liability insurance,

602-603

Employment and Training
Administration (ETA), 412
Employment-related practices liability

coverage form, 600
Employment-related practices liability
insurance, 600-601
Endorsements, 198
to dwelling program, 547
to homeowners policy, 476—473,
482-483
in insurance contracts, 193
Endowment insurance, 223, 225, 253
Enhanced earning benefit, 296
Enron, 371, 432
Enterprise risk, 7-8
Enterprise risk management, 8, 65
Entire-contract clause, 245-246
EPO. See Exclusive provider organiza-
tion {EPO)
Equipment breakdown insurance, 27,
578-580
examples of losses under, 579
Equipment dealers form, 583
Equity-indexed annuity, 296-297
Equity in rating, 200
ERISA, 49, 153, 341, 362, 608, 612
Errors and omissions coverage, 579
Errors and omissions insurance,
610-611
Essential services expenses, 527
Estate clearance fund, 214
Estate tax, federal, 276-277
Estoppel, 187-188
ETA. See Employment and Training
Administration (ETA)
Excess basis coverage, 504
Excessive claims, under no-fault laws,
528
Excess liability insurance, 556
Excess-of-loss treaty, 119
Excess plan, 367
Excluded losses, 195
Excluded perils, 195
Excluded property, 196
Exclusionary riders, 329
Exclusion ratio, 298-299
Exclusions, 195-196
under auto damage coverage, 507,
509
businessowners policy, 609
commercial crime coverage form,
623-624 |
commercial general liability policy,
595-597
commercial umbrella policy, ﬁ(')ﬂ
directors and officers (D&O) lia-
bility policy, 611-612

employment-related practices lia-
bility insurance, 601

Homeowners 3 policy, 455-457

ISO personal umbrella policy,
558-559 |

life insurance policy, 249

under major medical policies, 316
under Medicare Part Be 397

under PAP, 498-500501-502
503-504 |

reasons for, 196
: Section I, 470-474
| Exclusive agency system. 101
Exclusive remedy doctrine. 408-409
Exhaustion rates, 404, 406
Expected injury exclusion, 471, 59§
E.xpected return, 298
l}xpf:diring expenses, 578
Expense charges, 226. 296
| Expt;'nsc.' ln;u.ling, 31
Expense ratio, 135-136
Expenses
company’s, 135
extra, 11, 575
variable annuity, 296
Experience rating, 142. 335, 403
Explosion damage, 453
Exposure units, 21, 140
Express authority, 187
lv_.xrc:'lded-lmmﬁts program, 402
Extended nonowned c-:}vcr:ige
endorsement, 500
Extended replacement cost endorse-
ment, 459

Extended reporting period endorse.
ment, 610

Extended reporting periods, 600
Extended rerm Insurance, 253-254

Extra expense coverage form, 576
Extra expenses, 1 ilose 525

F

FBI Computer Crime survey, 623
Facility-only policy, 319
Facultative reinsurance, 118
| Fair Isaac Corporation (FICO), 480
536 :

| FAIR (Fair Access to Insurance

| Programs) plans. 555

Fair market value, 176

I:ﬂir rental value, 449, S4¢

Falling objects, damage from, 455
Family and Medical Leave Act of

1993, 601

Fam;’ly deductible provision. 315, 343
Family purpose doctrine, 42(), 422

FAST, See Financial Analysis Solvenc

Iracking (FAST) scores

Faulty planning and design exclusion,

456-457
tederal Deposit Insurance
~ Corporation (FDIC), 28
lfedcrul disaster assistance, 554
Federal Emergency Management
Agency (FEMA), 493, 562
Federal Employees Retirement
__ System, 28
Ijt'.‘dt‘l‘ilf estate tax, 276-277
}:cdvrall Income tax, 276
Federal regulation, 161. See also
Insurance regulation
Federal Reserve, 152
l*:mleml surety bonds, 628
I:crder;ll tort reform, 427
Federal Trade Commission, 153
479 ’

Federal Unemployment Trust F und,

403
Fee-for-service plans, 341, 399, 401
l:ees, variable annuity, 296, 29§
l-;-.!lnw-sr:rv;mt doctrine, 405
FEMA. See Federal Emergency
~ Management Agency ( FEMA)
I:vnm;_'s,, losses involving, 452
FICO. See Fair Isaac Corporation
(FICO)
Fidelity bonds, 27
Fidelity coverage, 625
Fidelity Investments, 307, 381
Fiduciary bond, 628
Field examinations, 167
Fici-ld underwriting, 110
Fitth dividend oprion, 252
50 percent rule, 419-420
File-and-use laws, 157
Filed forms, 583
ffilt:d inland marine forms, S8§3-584
Film coverage form, 583 h
lf!n:ll average pay, 365
Financial analysis, in risk manage-
~ ment decision making, 72-75
Fiancial Analysis Solvency Tracking
(FAST) scores. 167
I:_m:uu:inl guaranty insurance, 27
f:!nancial institcution bonds, 625-626
Financial Institution Bond, Standard

Form No. 24 (Revised to April
1, 2004), 625

Financial operations of insurers,

130148

life insurance companies, 136—-139

property and casualty insurers,
131-136

INDEX 733

y Financial performance of nsurers,
~ measuring, 135-136, 139
l*umnc!nl Services Modernization Act
: ot 1999, 68, 90, 152,
‘mancial regulati
- mt..fal regulation, 153-156
inancial responsibility laws.
321-522
Financial risk, 7
Financial risk
IS
Management, 62-65,

76
Financial services, conver gence of
154-157 |

Finaqcial services industry, private
msurance 1, 89-91
Financial Statements, 44, 167
Fine arts, 549
Finite remsurance, 163
Finite risk insurance, 163
Fire
losses involving, 452
risk of, 23
Ff're damage limit, 599
Fire deparement service coverage
450, 570 j
Fire insurance, 25§ , 26
Fire legal liability, 597
lfirc-pmtcctinn class, 479
Fire protective sprinkler system
damage, 453
I—ﬁrst-aid expenses, 475
ltfve-ycm' term insurance, 285-286
Fixed-amount option, 255-256
Fixed annuity, 292-294 -
Fixed-period option, 255
Flat dollar amount retirement benefit
tormulas, 365

Flat percentage retirement benefit for-
mula, 365

Flexible-premium annuity. 294
Flexible-premium life insurance 225
Flexible spending account, 355 |
Flex-rating laws, 157
Flood, defined, 5§51
Flood insurance, 483, 485, 550-555
myths and facts abour. S.H—S.iti h
critical problems with, 552, 555
Floor of income., 385 ‘
Floor plan coverage form. §83
Flowcharts, 44 ’
Forecqsting, based on loss distribuy-
trons, 71-72
Foreign insurer, 154
Foreign loss exposures, 44
Forgery, 620-621
coverage, 450, 625

Fortuitous losses, payment of, 20
49 percent rule, 419
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General average, 581-582

General damages, 419

General liability, 593. See also
Commercial general liability
(CGL) policy

insurance, 26-27
loss exposures, $93-594

Generally Accepted Accounting
Principles (GAAP), 124, 136

General Re, 164

General Rule, 297-298

GIC. See Guaranteed investment con-
tract (GIC)

Glass coverage, 451, 506, 573

Global Crossing, 432

Golf cart, 471, 499, 514

Golfer’s equipment, 549

Goods, shipment of, 584

Goods and services, loss of, 11-12

Good student discount, 535

Government Accountability Office
(GAQ), 120, 149, 161, 164,
5

Governmental action exclusion, 456

Governmental functions, 422

Governmental liability, 422

Government destruction exclusion,
502

Government entities and unemploy-
ment, 402

Government insurance, 27-23

Government property insurance pro-
grams, 550=-551

Government regulation, 149-172

Grace period, 246, 325

Graded rates, 201

Graded vesting, 365

Gramm-Leach-Bliley Act of 1999, 68,

90l 5%

Grave marker coverage, 451

Great Depression, 334

Gross domestic product (GDP), 311

Gross estate);: 2747/

Gross premium, 140

Gross rate, 140

Group accidental death and dismem-
berment insurance (AD&D),
338

Group basic medical expense insur-
ance, 342

Group captive, 47

Group dental insurance, 351-352

Group disability-income insurance,
353-355

Group health insurance, 311, 327,
352

Group health plans, 49

Group indemnity plans, traditional,
341-343
Group insurance, 335-345
eligibility requirements in,
336-337
marketing, 102
Group life insurance, 236, 337-340
types of, 337-340
Group major medical insurance,
342-343
Group medical expense contractual
provisions, 351-352
Group medical expense insurance,
340-343
Group model HMO, 344
Group term life insurance, 337-338
Group universal life insurance,
338-340
Guaranteed investment contract
(GIC), 377
Guaranteed minimum value, 297
Guaranteed purchase option,
260-261
Guaranteed rate, 293
Guaranteed renewable policies, 320,
324
Guaranteed replacement cost policy,
459
Guaranteed values for life policy,
254
Guaranty funds, 156

H

Hail damage, 452-453
“Hard” insurance market, 66
Harvard School of Public Health,
312
Hazard, 5-6
Health risk assessment (HRA), 349
Health, risk of poor, 9 5
Health-care expenditures, rising,
311-312
Health-care system, 310
waste and inefficiency in, 313
HealthGrades, 313
Healthgrades.com, 359
Health insurance, 25, 27, 28,
309-333. See also Disability-
income 1Nsurance; Long—tcl:m-
care Insurances Major l'ﬂedlt?ﬂ‘
insurance
coinsurance in, 201
coverages, 313-326
deductibles in, 199

fraud, 30, 31
sroup, 327, 340-356

reasons for not having, 312-313
for retired workers, 349
shopping for, 326-329
Health insurance pools, state, 28
Health Insurance Portability and

Accountability Act (HIPPA) of

1996, 325, 8373510352
Health maintenance organizations

(HMOs), 97-98, 327, 340, 341,

343-349, 398. 407
Health savings account { HSA),
316-318
contributions, 317

and controlling health-care costs
318 |

eligibility, 316

high deductible, 316-317

rattonale, 317

tax treatment, 317
Hedging, 8. 14

of commodity price risk, 64

Versus imsurance, 25

with weather derivatives, 70
Hedging price risks, 14, 63
Hedrick, William B., 593

High-deductible health plan (HDHP)
350 |

| Higher-premium policy, change to,
| 248

Highly compensated employees,
| 363
High maximum limits, and major
medical, 314-315
High-premium products, 234
High-risk drivers, auto insurance for,
530-531
High-risk pools, 328, 529,0580
High severity of loss, 52
HIPPA, 325, 337, 351
Historical loss data, 44
HMOs. See Health maintenance
organizations
Hold-harmless clause, 13, 50

Holding company schemes, 94, 95,
96

Home business insurance coverage
endorsement, 478§
Home construction, 479
Home health-care policy, 319
| Home health-care services, 395-396,
27

| Homeowners 2 (HO-2) policy, 441,
| 442

Homeowners 3 (HO-3) policy, 441,
44?2

analysis of, 441-442, 445-451
conditions in, 457-462

exc}usions under, 455-457
perils insured against, 451-45§

Homeowners 4 (HQ-4) policy, 441,

442

Homeowners 5§ (HO-5) policy, 441,

443

Homeowners 6 (HO-6) policy, 441,

443

Homeowners 8 (HO-8) policy, 441,

443

Homeowners Annual Insurance

Premiums rable (2006),
484485

Homeowners insurance, 26, 440-441

comparison of, 442-443
cost of, 478-486

Section I, 439-466
Section I, 467-493

Homeowner’s insurer, choice of, 483

Homeowners policies

eligible dwellings under, 440
endorsements to, 476-478
overview of, 440-441
saving money on, 491-493
shopping for, 483
suggestions for buying, 482-486
Home service life insurance, 236
Home warranty, 459
Honeywell, 65
Hospice care, 396
Hospital care, inpatient, 31 14
394-395
Hospital expense insurance, 342
Hospital expenses, 31 1-312, 314
Hospital indemnity policy, 328

Hospital Insurance (Medicare Part A),

394-397
Hospital services, outpatient, 397
Hospital-surgical insurance, 314
Household appliance damage, 455

Hovercraft, exclusion of. 448. 471
Hubbard, Kin, 361

Huebner Foundation and (Geneva

Association, 17

Hull insurance, §80
Human life value, 8§, 213

Human life value approach, to life

Isurance, 213

Human resources loss exposures, 44
Hurricane Dennis, 136

Hurricane Katrina, 6. 7. 67. a1 7,

136, 166, 394, 454, 485, 551

Hurricane Rita, 6. 7. 136

Hurricane Wilma, 6. 7, 136
Hurricanes, 10 most costly in U.S., 7
“Hypothetical accounts,” cash bal-

ance plans, 369
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IBNR. See Incurred-but-not-reported
(IBNR) reserve; Incurred but not
yet reported (IBNR) claims

Ice damage, 455

Identity theft Insurance, 478, 479

1. See Insurance Information
Institute (111)

Imlm"rdi-an.:-f\nnuircs.com, 307

Immediate annuity, 293
advantages of, 293
Impaired property, property damage
t0,1597

Impairment, severe cognitive, 320

Implied authority, 187

Impliﬁ warrantles, in ocean marine
Insurance, 581

Imputed negligence, 420

Income, See also Business INcome

during dependency period, 214,
216

floor of, 385

during readjustment period, 214,
216
during retirement, 89
Income and expense statement,
134-136, 138-139
Income annuity payments. 294,295
Income for elected period option, 255
Income needs, life insurance :md.; 216
Income of elected amount option,
255-256
Income payments, fixed annuj Ly,
437-438, 439. See also
Individual annuities

Income rax, federal, 276. See also

Internal Revenue Service (IRS)
Income-tax treatment. See also
Taxation

for retirement plans, 362-363
Incontestable clause, 246
Incorporation, as risk transfer. 14
Incurred-but-not-reported (IBNR)

reserve, 133
[ncurred-but-not-yet-reported (IBNR)
claims, 599
Indemnification for loss. 21, 28
Indemnity payments, 408
Indemnit'y, principle of, 175-178, 202
exceptions to, 176-178
Independent adjustor, 114
Independent agency system, 101
Independent events, ({F)-—?I
Independent Insurance Agents &

Brokers of America, 507, 508,
562, 590
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tion, 3920
srepresentation, 181
spital care, 314,

5

spital expenses, 311-312,

emises imsuring agree-
21-622

yrotection against,

/

[nspection and surveys, 569
Inspection of records and books,

569

Inspection report, 111
Installment refund option, 294
Institute for Civil Justice, 529
Institute of Medicine, 431
[nsurable interest, 457

principle of, 178-179

Insurable risk, 21-23
Insurance. See also Group insurance

advantages of, 51
adverse selection and, 24
basic characteristics of, 19-21
benefits to society, 28—-29
costs to society, 29-33
defined, 19
disadvantages of, 51-52
sambling versus, 24-25
hedging versus, 25
investment returns on, 67-638
as method for handling risk, 14
pricing of, 139-143. See also Rate
making
risk and, 18-36
risk management program and,
50-52
surety bonds versus, 626, 627
types of, 25-28
unemployment, 401
[nsurance.com, 282, 465, 489
Insurance agent bond, 628
Insurance agents and brokers errors
and omissions policy, 611
Insurance brokerage mergers and
acquisitions, 63
Insurance brokers, 68, 99, 157
Insurance claims. See Claims
[nsurance commissions, state, 151
Insurance Committee for Arson
Control, 631

Insurance companies

financial reserves of, 132-134, 138,

154
mergers and acquisitions, 63
operations of, 130-148
other functions of, 124
ratings, 279
Insurance contracts
analysis of, 193-207
complaint records, 115
distinct legal characteristics of,
185-186
parts of, 194-196
requirements of, 183-184
Insurance costs, under no-tault
system, J28

[nsurance coverage, misrepresentation

in application for, 181
Insurance coverage bids, analyzing,
73-74
Insurance fraud, 29-33, 592. See also
Fraud
Insurance industry
capacity, 67/
consolidation in, 68
profitability, 137
regulation of, 149-172
September 11 terrorist attack and,
67,121
as source of investment funds, 29
Insurance Information Institute (ILl1),
17,35, 79, 88410551110751127,
146, 206, 465,489, 518, 543,
562, 590, 615
Insurance Institute for Highway
Satety, 510, 590
Insurance Journal, 35-36, 105, 146
[nsurance laws, 631. See also specific
laws
compulsory, 522, 523
Insurance limits, commercial general
liability policy, $98-599
Insurance market, dynamics of,
65-69

Insurance rates. See also Rate making

adequate, 112, 608

reasonable, 151

Insurance regulation, 149-172
areas regulated, 153-141
coal of, 139

historical development of, 151-152

modernizing, 165
problems and issues, 163-163
reasons for, 150-151
state vs. federal, 161-163
Insurance Regulatory Examiners
Society, 171
[nsurance Research Council (IRC),
36, 518, 502, 528, 529, 543,
590
Insurance risk, 154-155
Insurance score, 480, 481, 535-536
Insurance Services Office (1ISO), 109,
146, 195, 440, 479, 511, 546,
557,567, 590, 594, 599, 616
commercial crime insurance pro-
gram, 619-620
commercial liability umbrella cov-
erage policy, 607 ,
Commircj?al package policy (CPP);
567-569
crime coverage forms, 619
dwelling program, 546-547

homeowners coverages, comparison
of, 442-443

personal umbrella policy, 485-486,
557-559
[nsurance to full value, 200-201
Insurance to half value, 200-201
Insure.com, 35, 108, 241, 266, 282,

307,332,465, 489, 518, 543,
562

Insured contract, 595
Insured locations, 470, 473
Insured persons
death of, 462
defined, 197, 445
under PAP, 112, 497-498. 501, 503
Insured’s product, property damage
to, 596
Insured status, types of, 386-387
Insurer fraud. See Fraud
Insurers
cost variation among, 271
financial operations of, 130-148
financial strength of, 279
formation and licensing of,
153-154
growth of assets, 122
insolvency of, 166-167
liquidation of, 156
methods for regulating, 153
private, 92-98
sales and marketing activities of,
112
solvency of, 150, 154-156
suits against, 459
taxation of, 158-161
types of, 92-98
Insurer’s option, 460
[nsurers Supervision, Rehabilitation,
and Liquidation Model Act,
156
[nsuring agreements, 195, 468-470
under auto damage coverage, 505
commercial crime coverage form,
620-623
directors and officers (D& Q) lia-
“bility insurance, 611
employment-related practices lia-
bility insurance, 600-601
under PAP, 497, 500, 502-503
INSWEB, 36, 105, 191, 241, 266.
282, 332,465,489, 518, 543,
562
[ntegrated risk program, 64
Intentional injury exclusion, 471,
498—499

Intentional loss exclusion, 456
Intentional torts, 417

Interest-adjusted cost method,
270-271

Interest credit, 369
Interest option, 255
Interest rate risk, 155
Interest rates, 226
decline in, 228
Internal limits, 316
Internal rate of return, 74
Internal Revenue Service (IRS), 48,

300, 355, 362, 367. See also
Taxation

International Financial Risk [nstitute,

325 79

International Foundation of Employee

Benefir Plans, 359
International Risk Management

Institute (IRMI), 4635, 489, 518,

543
Interstate Commission of
Employment Security

Administrators, 403
Intranets, 75-76

In-transit coverage, 625

Inventory shortages exclusion, 624
Investment(s)

nsurance industry as source of
funds for, 29
regulation of, 155
Investment guarantee contract, 377
Investment income, 123
Investment income ratio, 136
Investment in the contract, 298
Investment management charge, 296
Investment returns, on Insurance,
67—-68
Invitees, 4271, 593
lonesco, Eugene, 210
IPA. See Individual practice associa-
tion plan (IPA)
[PG. See Immediate-participation
guarantee (IPG) plan
IRA. See Individual retirement
accounts (IRAs)
lraq war, 394
IRC. See Insurance Research Council
(IRC)
Irrevocable beneficiary, 248
IRS. See Internal Revenue Service
(IRS)
I5O. See Insurance Services Office

(15O)

J

Jewelers block coverage form, $83
Jewelry, personal articles floater, §49
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Johnson & Higgins, 68

Jomnt and several liability rule, 429

Joint-and-survivor annuity option,
294

Jomt-and-survivor income option,
256

Joint business venture, imputed
negligence and, 420

Jomt Economic Committee, 105th
Congress, 520

Jomt underwriting associations
(JUAs), 530

Judgment method, 132

Judgment rating, 140

Judicial bonds, 628

“Judicial hellholes,” 428

Junk bonds, 154

Jury awards, higher, 426

Jury Verdict Research, 426, 431

Justice system. See Tort liability
problems

K

Kaiser Family Foundation, 312
Keogh plans, 374-37¢
Keyes, Mike, 130

L

Landlord’s furnishings, coverage for,
451

Large-loss principle, 198
Large numbers, law of, 4, 6, 14, 20,
37-40
Last clear chance rule, 420
Law
Insurance agents and, 186-188
loss due to, 455
Law of large numbers, 4, 6, 14, 20,
37-40
Law of negligence, 418-420
res 1psa loquitur, 420421
specific applications of, 421-423
Lawsuit Abuse Reduction Act, 427
Lawsuits

asbestos, 433
delays in settling, 426

workers compensation and, 408
Lawyers.com, 191
Leader location, 577
Legal competence, 184

Legal defense, businessowners policy,
609

Legal defense costs, 11

Legal defense, employment-related
practices liability insurance, 601
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W o Liquidation period, 293

Life annuity due, 286-287
Life annuity (no refund), 294
Life annuity with guaranteed pay-
ments option, 294 |
Life annuity with period certain,
Life expectancy, 211-21 2
Life income options, 256

Liquor liability cxclusinv{, cntnmer;fml
general lability p(}ll(:;'y., 592-5 )5
Livery conveyance exclusion, 499,
294 501, 504, 507
Living expense coverage, 449, 547
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with gunr:‘mteed period, 256, 287,

258
with guaranteed total amount, 256,

258
joint-and survivor, 256

[ife insurance, 25, 210-243. See also

Ordinary life insurance
additional benefits added to,

259-263
amount to own, 213-219
best type of, 227689
ing. 268-
E;l;ll}t.r:ulitinn of premiums, 284-282
comparison of policies, 235
contractual provisions, 244-267
cost variations in, 271
determining cost of, 269-273
determining need for, 212, 277-278
economic justification of, 212
factors in replacing, 273
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ignsurtﬂwlc inrerest and, 178-179
low-cost, 278-279 *
principle of indemmnity and,
177-178
rate making, 143, 157
shopping for, 277-280
raxation of, 275-277
types of, 219-225 |
Life insurance companies, financial
performance, 136-15%

[ ife insurance marketing systems, 100

Life insurance policy reserves, I’SH

| ife Office Management Associanion
(LOMA), 127, 241-242

Life settlement, 262, 263

Lifetime reserve, 395 |
Lightning, losses involving, 452
Limited-payment life insurance, 223
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ersonal property coverage,
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-isks, 11, 55, 416-438. dee

Tort liability problems
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Limited policies, 328

Limit of liability. See Liability limits
Limits, in compulsory auto msurance,

523

1 IMRA International, Inc., 105, 128,

218, 242
Line underwriters, 109
Linton, M. Albert, 274

Loading, 140 e
Loading allowance expenses, 28

[.oan provision, 401 (k) plan, 372

[ ocation of home, insurance cost and,

479
LOMA. See Life Office Management

Association (LOMA)
Long-range deficit, reducing,

393-394, 395

v-tail claims, 599
lli::::-tcrm—c:lre insurance, 319-321
Long-term-care rider, 262-263
Long-term plans, 354

Loss(es) | | 1
rccidental and unintentional, 21,

22
calculable chance of, 22
catastrophic, 22, 530
determinable and measurable,
21-22

duties after, 457
exclided, 195-196,451-452

ndemnification for, 21, 28-29
paying, 4/

pooling of, 19-20

p('uellti;ll, 43-'45,, 55

social costs of, 13 |
sustained during prior insurance,

624-625

Loss-adjustinent expenses, 134
L.oss assessment, 476
T oss assessment coverage, 450
1 oss control, 12-13, 140 e
T oss-control investment decisions,
74-75
Loss-control services, 124
Loss damage waiver (l..D\)U‘).
1 oss distributions, forecasting
on, 71=72
Loss experlence, 141-143
Loss exposures, 42 ;
analyzing, 44-45, 55
general liability, 5‘)3_—5‘“)4
identifying, 44, ."3'4—-:35
techniques for treating,
55-56

506

45*"5 21

Loss forecasting, 69-72 a5

using normal distribution,

based

Loss frequency, 44-45

Loss handling, appropriate methods
for, 52, 55-56

Loss of consortium, 603

Loss of earnings, 527

Loss-of-sight benefits, 323

Loss-of-use coverage, 449

Loss payment, 460

Loss prediction, 76

Loss prevention, 12, 19, 46

Loss ratio, 135

Loss ratio method, 133, 141

Loss reduction, 12-13, 46

Loss reserves, 132

Loss settlement, 457-459

Loss severity, 45, 52

Loss-sustained form, 624

Loss-sustained version policy, 619

Lost-instrument bond, 628

Low-cost auto insurance, 525-526

Low-cost life insurance policy,
278-279

Low-cost variable annuities, 296

Lower-premium policy, change to,
249

Low-load life insurance, 278-279
Low-premium products, 233-234
Low severity of loss, 52

M

McCarran-Ferguson Act, 152, 161,
162-163

McCartt, Anne, 510

McEvoy, S., 510

McQuade, Rebecca A., 566

Maintenance bond, 627

Major medical insurance, 314-316,
342-343

Malicious mischief, 452, 453

Managed care, 343

major medical insurance and, 316

Managed care plans, 341, 343-349 °

advantages and disadvantages of,
345-347
current developments in, 347-349
declining HMO enrollments,
347-349
new cost management strategies,
349
Managerial system, 100
Manual rating, 141
Manufacturing location, 576-577
Marine insurance, 26, 27. See also
Boat insurance; Boatowners
package policy; Watercraft
entries

Marital deduction, 277
Marital status, auto insurance cost
and, 533
Market conduct examinations, 162
Marketing systems, 99-102
Marsh and McLennan Companies,
Inc., 68
Maryland Automobile Insurance
Fund, 28, 531
Mass merchandising, 102
Matching option, 376
Material representation, 181, 182
Maximum cap rate or cap, 297
Maximum possible loss, 45
Maximum probable loss, 45
Means of transportation and commu-
nication, 583, 584
Means test, 385, 398
Measurable loss, 21-22
Mediation, 429
Medicaid, 313, 319
Medical bills
bankruptcies caused by, 10
catastrophic, 54
Medical care
quality of, 313
under workers compensation, 407
Medical errors, 430, 431
Medical expense contractual provi-
sions, 324-326
Medical expense coverage
under boatowners package policy,
550 ‘
under businessowners policy, 609
Medical expense limit, under com-
mercial general liability policy,
599
Medical expenses, under no-fault
laws, S27
Medical incident, 609
Medical Information Bureau (MIB),
111
Medical insurance. See Blue Cross
and Blue Shield plans; Group
medical expense insurance:;
Health insurance; Managed care
plans; Medical expense entries;
Medical payments coverage;
Medicare; Medigap insurance;
Social Security
Medical Insurance (Medicare Part B),
397-398
amount paid, 397
exclusions, 397
monthly premium, 397-398
Medical malpractice, 27, 426, 427,
429-432
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Medical necessity trigger, 320
Medical payments coverage
commercial general liability policy,
597-598
under Personal Auto Policy,
500-502
under yacht insurance, 550
Medical payments exclusions, 474
Medical payments ro others,
469470

Medical savings account plans,
Medicare, 399
Medicare, 28, 313, 319, 386387,
394-401
defined, 394
financing of Medicare, 398
Medicare Advantage Plans (Part C),
398-399
Medicare Prescription Drug Plans,
399401
Medigap insurance, 401
Orniginal Medicare Plan, 394-398
other Medicare health plans, 399
Medicare financial crisis, 398
Medicare.gov, 360, 412
Medicare cost plans, 399
Medicare HMOs, 398
Medicare medical savings accounts
plans, 399
Medicare Part A (Hospital Insurance),
394-397
Medicare Part B (Medical Insurance),
397-398
amount paid, 397
exclusions, 397
monthly premium, 397-398§
Medicare PPOs, 398-399
Medicare Prescription Drug Coverage
(Pare D). @99
costs of coverage, 399-400
financial help, 400—401
other provisions, 401
Medicare private fee-for-service plans,
399
Medicare special needs plans, 399
Medigap insurance, 401
Mental abuse exclusion, 473
Mercer Human Resource Consulting,
346, 347

Mergers and acquisitions

company, 94
msurance brokerage, 68
Insurance industry, 68

Merit rating, 141-143
Messenger, 622
MIB. See Medical Information Bureau

(MIB)
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Motorcycles, 499, 514

Motor home exclusion, 509

Motor homes, 514

Motorists. See Automobile insurance;
Uninsured motorists coverage

Motor vehicle liability exclusion,
470-471

Motor vehicles, exclusion of, 448

MRI tests, 408

Multicar discount, 535

Multiple distribution systems, 102

Multiple-line policy, 26, 567

Musical instruments, 549

Mutual holding company, 94-95, 96

Mutual insurers, 93-95, 96

Myers, Robert J., 383

N

NAIC. See National Association of
[nsurance Commissioners
(NAIC)

NAIIL See National Association of
Independent Insurers (NAII)

NALP. See Net annual level premium
(NALP)

Named insured, 197

Named-perils policy, 195, 441

National Academy of Social
[nsurance, 412

National Alliance for Insurance
Education and Research, 79

National Association of Health
Underwriters, 332

National Association of Insurance
and Financial Advisors, 242

National Association of Insurance
Commissioners (NAIC), 1135,
128, 153, 154, 156, 157, 164,
166, 167,171, 203, 242, 250,
D627 0827233119033 24359,
352,465, 518, 562, 582

Policy Illustration Model
Regulation, 272-273

National Association of Mutual
Insurance Companies, 36, 105,
128

National Association of Surety Bond
Producers, 631

National Center for State Courts, 426

National Committee for Quality

National Council on Compensation
Insurance Holdings, Inc., 412,
601, 616
National Flood Insurance Program
(NFIP), 550-555
myths and facts about, $53-554
criticaltpProblents Svithihs 52, 585
National Insurance Act ot 2006, 166
National Safety Council, 20, 616

267
National Underwriter Data Services,
431
Nationwide marine definition, 582
NCQA. See National Committee for
Quality Assurance (NCQA)
Needs approach, to life insurance,
214-217
Neglect exclusion, 456
Negligence, 418, 429-430
defenses agamst, 419420
elements of, 418419
imputed, 420
law of, 418-423
specific applications of, 421-423
res ipsa loquitur and, 420-421
Negligence system, 528
Net amount at risk, 222
Net annual level premium (NALP),
286287
Net cost method, traditional,
269-270
Net gain from operations (net
income), 139
Net payment cost index, 270, 271
Net present value, 74
Net retention, 116
Net single premium (NSP), 143,
284-286
Network model HMO, 344-345
New life insurance, amount needed,
216-217
Newly acquired auto, 496
Newly acquired premises coverage,
57 1yh 79
New York State Insurance
Department, 206
NFIP. See National Flood Insurance
Program (NFIP)
No-fault automobile insurance,
526-529

National Underwriter Company, 242,

Nonadmitted insurer, 97, 99
Nonbuilding agency system, 100
Noncancellable policy, 324-325
Noncontributory plan, 336
Nondeductible IRA, 300
Nonelective conmbutlon option, 376
Nonfiled forms, 583
Nonfiled inland marine forms, 584
Nonforfeiture benefits, 320
Nonforfeiture options, 253-254
Noninsurance transfers, 12, 13-14,
50,515
Nonoccupational disability, 354
Nonowned vehicle, $00, 501, 502,
504, 506, 509
Nonparticipating policy, 251
Nonprofit organizations and unem-
ployment, 402
Nonprofit Risk Management Center,
59, 79
Nonqualified annuity, 297
Nonrenewable for stated reasons only
provision, 324
Nonrenewal of personal auto policy,
13
Nonsurgical treatment, 314
“No pay, no play” laws, 526
No reasonable belief exclusion, ISO
personal umbrella policy, 559
Normal distribution, 39. See also Law
of large numbers
Normal retirement age, 364
Notice, 457

Notice of claim provision, 3235

Notice of loss, 114

Notice of 10- day right to examine
policy, 325

NSP. See Net single premium (NSP)

Nuclear energy exclusion, 474, 499

Nuclear hazard exclusmn 165

Nuclear weapon, radiation, war
exclusion, 502

Numeric summary, 272

Nursing care, skilled, 395

Nursing home, chance of entering,
NP

O

OASDIL. See Old-age, survivors, and

disability insurance (OASDI)

Occurrence policy, 595, 599

Ocean marine insurance, 27, $80-582
OEM. See Original equipment manu-

facturer (OEM}

Offer and acceptance, 183184
Office of the Chief Actuary (Social
Security Administration),

412-413
Otffice of the Commissioner of

Insurance, State of Wisconsin,
206

Otfice of Thrift Supervision, 91
Officers exclusion, ISO personal
umbrella policy, 559
Off-premises property, 571
Otf-premises rental property, exclu-
sion of, 449
Old-Age, Survivors, and Disability
Insurance (OASDI), 28, 367,
386-387
long-range actuarial deficit, 393
payroll tax for, 367
personal retirement accounts pro-
posal, pros and cons, 396
On premises coverage, 62.5
Open-competition laws, 157
Open-perils policy, 195
Operational risks, 65
Opportunity cost of buying life insur-
ance, 218-219

Optional coverages

under business income coverage
form, 576
under building and personal prop-
erty coverage form, 572
under businessowners policy, 586
Optional deductibles, 527
Optional disability-income benefits,
323-324
Optional federal charter, 165
Optionally renewable policy, 324
Optional no-fault benefits, 527
Options, to protect against adverse
stock price movements, 63, 64
Ordinance, loss due to, 455
Ordinance or law coverage, 451, 579
Ordinary life insurance, 221-223
net arinual level premium for, 287
net single premium for, 143, 286
nonforfeiture options of, 253-254
Oregon Mutual Insurance Company,
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Other insurance and service agree-
ment, 459
Other-insurance provisions, 201-203
Other insurance under PAP, 500
medical payments coverage, 502
uninsured motorists coverage,
504

Other property, employee theft of,
620

Other recovery sources, under auto

physical damage coverage,
511-512

Other-states insurance, 603

Other-than-collision loss, 505-506

Outdoor property, $71

Out-of-pocket expenses, and health-
care savings account, 317

Out-of-state coverage, under Personal
Auto Policy, 500

Outpatient hospital services, 311,
314, 397

Outside the premises insuring agree-
ment, 622

Overall operating ratio, 136

Owned vehicle, 500, 502

Ownership clause, 245

Oxley, Michael, 166

P

Package policies, 567-569
PACE (programs of all-inclusive care

for the elderly) and Medicare,
399

“Pdaddedclaimsm32

PAFE. See Personal articles floater
(PAF)

Paid-up additions option, 251

Paid-up contract, 252

Pam and suftering payment, under
no-fault system, 529

Pair or set, loss to, 459

PAP. See Personal auto policy (PAP)
2005

Parental liability, 423

Partial disability, 322

Participating policy, 251

Participation rate, 297

Particular average, 581

Particular risk, 67

Passive retention, 13

arguments for and against, Obesity lawsuits, 427, 429 130

Ob]: ect@ve probability, 4 Original-age method, 219

Ob]fectwe risk, 3-4 Original equipment manufacturer
Obligee, 626 (OEM), 511

Obligor, 626 Original Medicare Plan, 394-398
Occurrence, 468, 595 competition from private plans,401

16 Assurance (NCQA), 313, 347, Passive risk retention, 46

Passenger hazard exclusion, 514
Past-service credits, 365
Patients’ bill of rights, 350
Patio, losses involving, 452
Paul v. Virginia, 151-152

Tem226=22.5 360 528-529

National Conference of Insurance
Guaranty Funds, 171

se, 460 National Conference of Insurance

Legislators, 171

No-fault benefits, 527
No-fault laws, evaluation of, 527

No-lapse guarantee, 225
Nolo.com, 191, 437
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advertising injury exclu-
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advertising injury lia-

i

| umbrella policy exclu-
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advertising injury limit,
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}
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al damage coverage
05-512
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5
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NOtOrists coverage
02-505

nce sheet, 217
ract, 185-186
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Personal injury, $56-557
Personal injury endorsement,
477478
Personal injury protection (PIP) cov-
erage; 1> 2/
Personal liability exclusions,
473474
Personal liability insurance,
468-469
Personal liability of directors and offi-
cers, 611-612
Personal liability supplement, 547
Personal lines, 26
Personal lines market, 102
Personal loss exposures, 54
Personal-producing general agent,
100
Personal property
loss settlement for, 457-459
In transit, 573
Personal property coverage,
446-447
cash value coverage, 457
under Homeowners 3 policy,
452-455
Personal property of others, under
building and personal property
coverage form, 570
Personal property replacement cost
endorsement, 477, 482
Personal Responsibility in Food
Consumption Act (“cheese-
burger bill”), 427
Personal retirement accounts pro-
posal, under OASDI, 396
Personal risk management programs,
53-56
Personal risks, 8-10, 54-55
Personal umbrella policy, 26,
485-486, 556-559
Pets, exclusion of, 448
Physical abuse exclusion, 473
Physical damage insurance, 26
aircraft insurance, 606—607
under boatowners package policy,
549
with commercial auto insurance,
604—-605
garage coverage form, 605-606
Physical hazard, $
Physical inspection, 44, 111
Physicians and surgeons equipment
coverage form, 583-584
Physician services, 312
Medicare B coverage of, 397
visits, 342
Physician’s in-hospital benefit, 314

Physicians professional liability insur-
ance, 609-610
Coverage A, 609-610
Coverage B, 610
P&I. See Protection and indemnity
(P&I) insurance
PIA. See Primary insurance amount
(PIA)
PIP. See Personal injury protection
(PIP) coverage
Plaintiff, 417
Planning and design exclusion, 456
Plants, coverage for, 450
Pleasure aircraft, aircraft insurance
for, 606
Point-of-service (POS) plan, 345
Policies
assignment of, 461
Policy cancellation, 461
Policy conditions
commercial crime coverage torm,
624-625
commercial package policy, 569
Policy declarations, commercial
package policy, 569
Policy forms, regulation of, 157-158
Policyholders’ surplus, 134, 138, 633
Policy Illustration Model Regulation,
272-273
Policy loan provision, 250
Policy nonrenewal, 461
Policy period, 460
under Personal Auto Policy, 513
Policy provisions
waiver or change of, 461
Policy reserves, 287-289
Pollutant cleanup and removal,
570-571
Pollution exclusion, commercial gen-
eral liability policy, 596
Pooled benefits, 319
Pooling of losses, 19-20
Pooling technique, 14
Poor health, risk of, 9, 10
Portability, 351
PQOS. See Point-of-service {(POS) plan
Post-loss risk management objectives,
43}
Potential legal Liability, 178
Potential losses, 43435, 55
Power failure exclusion, 456 |
PPOs. See Preferred provider organi-
zations (PPOs) _
Predetermination-of-benefits provit-
sion. 353
Preexisting-conditions clause, 325
Preexisting-conditions provision, 351

Preferred provider organizations
(PPOs), 97, 317, 327, 340, 345,
348, 349, 350, 398-399, 401,
407
Preferred providers, 316, 327
Pre-loss risk management objectives,
4
Premature death, 211-213
declining problem of, 211-212
financial impact of, 212-213
risk of, 8
Premium-conversion plans, 355
Premiums

automobile insurance, 526, 529,
530, 531, 532-536, 537, S38,
539-540

commercial package policy, 569

economically feasible, 22-23

tlood insurance, 552

level-premium method, 221

life insurance, 249

calculating, 284-289

long-term-care insurance, 320

Medicare Part B, 397-398

Medicare prescription drug plans,
329

reducing, 329

term msurance, 219, 220, 221,
284-286, 286-287

universal life insurance, 225-226

Prescription drugs, 312, 349

importing, 401

negotiating prices, 401

under Medicare, 399-401

Present value of a life annuity due
(PVLAD), 286

Presumptive disability, 322

Price risks, hedging, 14

Primary and excess insurance,
202-203, 501, 503-504

Primary basis, 504

Primary beneficiary, 248

Primary insurance amount (PIA), 388

Principal, 187, 626

Principal sum, 338

Principle of indemnity, 175

Principle of insurable interest, 178

Principle of reasonable expectations,
186

Principle of subrogation, 179

Principle of utmost good faith, 181

Prior-approval laws, 156

Private business, aircraft insurance
for, 606

Aircraft insurance, 606—-607

Private fee-for-service plans,
Medicare, 399, 401

Private insurance, 25-27

Private insurers, 92-98

Private retirement plans, 362-368
Probability, 4, 37-38

Probability analysis, 69-71
Probability distributions, 38—40
Probationary period, 337
Producers, 112

Prodictiony 1 12-<=14 3

Product recall exclusion, commercial
general liability policy, §97
Products-completed operations aggre-
gate limit, 5§99

Products-completed operations
hazard, 599

Products liability, 426, 427428,
594

Professional liability, 473

medical malpractice crisis,

429-432

Professional liability insurance, 27,
609-611
Professional services exclusion. 473
15O personal umbrella policy, 559
Profits, loss of, 574-575 '
Profit-sharing commission, 110
Profit-sharing plans, 374
Profit stabilization, reinsurance and,
116
Progressive Casualty Insurance
Company, 518, 543
Progressive indexing, 393
Prohibited use losses, coverage of,
449
Prompt notice, 457
Proot of loss, filing, 114, 457
Proot-of-loss provision, 3235
Property Casualty Insurers
Association of America (PCI),
5229590
Property Casualty Magazine, 146
Property damage
under equipment breakdown insur-
ance, 578
to impaired property, 597
to the insured’s product, 596
to the insured’s work, 596
under no-fault laws, §27-528
to property of others, 475-476
to rented premises, commercial gen-
eral liability policy, 599
under yacht insurance, 550
Property damage coverage, commer-
cial general liability policy, $95
Property damage exclusion, 474

commercial general liability policy,
596
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Property exclusion. 499
Property held by bailees $82
Property insurance, ?_5...:1;;,. 545561
commercial, 142, Sﬁﬁ-_jjtjtl A
rate making in, 139-143 1 §6—157
Property msurance inwstm::r e
123124
Property insurance marketing
tems, 99-102 |
Property insurers, financia] performs-
ance, 131-136
Property inventory, 457
Property loss exposures, 44, 54_55
Property not covered, under
Homeowners 3 policy, 448-449
Property owners, law of negligence
and, 421
Property, perils to, 450-451
Property preservation, 570
Property protection, 457
Property removal coverage, 450
Property rented exclusion, 499
Property risks, 10-11, S5-56
Pro rata liability, 202
Prospective reserve, 288
Protection and indemnity (P&I) insur-
ance, 580-581
Proximate cause relationship, 419,
452
Public adjustor, 114
Publications, state insurance depart-
ment, 158
Public conveyance exclusion, 499,
501, 504, 507
Public official bonds, 628
Public Risk Management Association,
59.%79
Punttive damages, 419, 428
Punitive damages exclusion, 504
Pure captive, 47
Pure conversion, 94
Pure no-fault plan, 526
Pure premium, 140
Pure premium method, 141
Pure risks, 6, 8-11, 63-65
Pure rule, 419
PVLAD. See Present value of a life
annuity due (PVLAD)

nts.

SYS-

Q

Qualified retirement plans, 362-363
368-37

Quarter of coverage, 386

Quicken.com, 465-466, 489

QuickQuote, 282, 332

Quota-share treaty, 118-119
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pairs coverage, 450

tion, 5/6

change, 97
clusion, under PAP, 509

rehicles exclusion, 1SO
umbrella policy, 559
-up insurance, 253

220

s, 399

alysis, 71

rate versus federal,

. See also Insurance reg-

Rehabilitation provision, under dis-

Rehabilitation services, under workers

Respondeat superior doctrine, 422
Restrictions, life insurance policy, 249
Restrictive policy provisions, 329
Retained limit, 607

Retaliatory tax laws, 160

compensation, 4038 Retention, 46—47, 55
advantages and disadvantages of,

Reimbursement policy, 319, 321
Reinstatement clause, 246-247 49-50 | |
Reinstatement provision, 325 as a method of handling risk, 13
Reinsurance, 22, 115-120 self-insured, 607 i
alternatives to traditional, 120-121 Retention levels, determining, 46—47
reasons for, 116-113 Retention limit, 116, 11_8
types of, 118-120 Retired workers, health insurance for,
underwriting and, 112 | 349
Reinsurance facility (pool), 119-120, Retirement
amounts saved for, 9, 303

530-531 | | s
Reinsurance treaties, automatic, 113 Monte Carlo simulation of funds,
Reinsurer, 116 303 |
Released bill of lading, 532 personal retirement accounts pro-
Renewable term policies, 219 p'nsnl, }EIIQCI' (:) ASDI, 396'
Renewal provisions, 324-325 risk of insufficient income during, 8-
Renewal underwriting, 112 Ret'%rement iges,ﬁ364, 387, 3588' 1
Rental apartment property, exclusion Retirement benefit amount, >ocia
y ; Security, 388-389

Flood Insurance, 551, 552

ability-income insurance, 323

of, 449
Rental car exclusion, 509 Retirement benefit formglas, 364.—365
Rental cars, collision damage waiver Retirement benefits, Social Security,
387-391

(CDW) on, 506-507, S08

Rental of the residence premises
exclusion, ISO personal umbrella

policy, 553
Renters insurance, 444-445
Repairs, coverage for, 450
Replacement cost, 457-457
extended and guaranteed, 459
Replacement cost insurance, 177
Replacement cost less depreciation
rule, 176

Replacement cost loss settlement
endorsement, personal property,

477
Replacement vehicle, coverage of, 496

Reporting forms, 574
Reporting period, basic extended, 600

Reports, annual, 155-156

Retirement needs, 214, 303

Retirement plans, 361-382
integration with Social Security,

367-368
private, 362-363
qualified, 368-377
for the self-employed, 374-376
Retirement test, Social Security, 391

Retroactive date, 599-600

Retrocession, 116

Retrocessionaire, 116

Retrospective rating, 143

Retrospective reserve, 283

Return of premium benefit, under
long-term-care insurance, 320

Return of premium rider, under dis-
ability-income insurance, 324

Return of premium term 1nsurance,

Representations, 181-182
Reserve for amounts held on deposit, 220
138 Revenues, 134-135
Revocable beneficiary, 2438

Reserves, 132-133, 138

legal, 221-222, 287

life insurance policy, 287-287

types of, 288-289 |
Residence exclusion, 474
Residential vehicle exclusion, 501
Residual disability, 322-323
Residual market, 530
Res ipsa loquitur doctrine,

420-421

Riders, 198
exclusionary, 329
in insurance contracts, 198

types of, 261-263, 323-324
Right to sue, under no-fault laws, 527

RIMS. See Risk and Insurance
Management Society (RIMS)

Riot damage, 453
Rising-floor death benefit, 295

Risk
burden on society, 1112
categories of, 6-8, 63-65, 154-155
chance of loss versus, §

cost of, 55
defined, 3

insurable, 21-23
insurance and, 18-36
liability, 11, 55, 416-438
meaning of, 34
methods of handling, 12-14
preferred, 234
pure, 6, 8-11, 63-65
securitization of, 69, 120
Risk analysis questionnaires, 44
Risk and Insurance Management
Society (RIMS), 59, 79,
590-591, 616
Risk-based capital, 154-155
Risk-based capital standards,
154-155
Risk control, 45-46, §5
Risk financing, 45, 46-52
Risk insurance, builders, 287
Risk management, 41-60. See also
Personal risk management pro-
grams
advanced topics in, 61-81
application problems, 82—86
benefits of, §3
changing scope of, 62-65
defined, 42
internal cooperation and, 53
in medicine, 432
objectives of, 4243
steps in, 43
Web sites, 75-76
Risk management decision making,
financial analysis in, 72-75
Risk management information system
(RMIS), 75
Risk management manual, §2-53
Risk management matrix, 53
Risk management policy statement,
52
Risk management programs, §2
implementing and administering,
52-53
review and evaluation of, 53
use of technology in, 75-76
Risk managers, average salary of,
54
Risk mapping, 76
Risk retention, 5§
Risk retention groups, 48-49
Risk Theory Society, 17
Risk transfer, 13. 20-21

RMIS. See Risk management informa-
tion system (RMIS)

Robbery, 620

Rollover account, IRA, 301

Roomer/boarder property, exclusion
of, 448§

Rosenbloom, Jerry S, 334

Roth 401(k) plan, 373

Roth 403(b) plan, 374

Roth IRA, 301-302

Roth IRA Web site, 307
Running down clause, 580

S

Safte burglary, 620, 622

Sate driver plans, 5§35

Safety glazing material, coverage for.
451

St. Paul Companies, 68

St. Paul Travelers, 68

Sales practices

regulation of, 157-158

Sandwiched families, premature death
and, 212

Sarbanes-Oxley Act (2002), 432

Saving component, rate of return on,
273-275

Savings bank life insurance (SBLI),
98, 236

Schedule, 447

Schedule approach, 314, 342,
620-621

>cheduled personal property endorse-
ment, 477,483, 549

Schedule rating, 142

Second-to-die life insurance, 236

section 401(k) plans, 371-373, 375,
376

Section 403(b) plans, 373-374

Secured creditors, 178

Securities, theft of, 621-622

Secucities and Exchange Commission,
152,153, 432

Securities coverage, 626

Securities Exchange Act of 1934,
612

Securitization of risk, 79, 120

Sedgwick Group, 68

Select Quote, 282

Self-employed 401(k) plan, 375, 376

Self-employed persons, retirement
plans for, 374-375

Self-funding, 48, 341

Self-insurance, 48,49, 341, 407

Self-Insurance Institute of America,
w79
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Selt-insured retention (SIR), 557,
607-608
Self-supporting social insurance pro-
grams, 386
Selling, professionalism in, 112-113
dSeparate investment account, 377
SEP-IRA, 376. See also Individual
retirement accounts (IRAs)
SEPs, 376
September 11 terrorist attacks (2001),
6,67,117, 121
Service benefits, 342
Set or pair, loss to, 459
Settlement options, 254-259
advantages of, 256-257
disadvantages of, 257-259
use ot a trust, 259
SEUA. See South-Eastern
Underwriters Association
(SEUA)
Sexual molestation exclusion, 473
Shakespeare, William, 193
Shared market, 530
Shipment of goods, 584
Shortened benefit period, under long-
term-care tnsurance, 320
Short-term involuntary unemploy-
ment, 401
Short-term plans, 354
Sight, loss of, 323
Signs coverage form, 584
Silverware, 549
SIMPLE (Savings Incentive Match
Plan for Employees) retirement
plans, 376-377. See also
Individual retirement accounts
(IRAs)
simplified employee pensions (SEPs),
376
Single limit, 497, §23
Single-parent families, premature
death and, 212
single people, premature death and,
212
Single-premium deferred annuity, 294

single-premium whole life insurance,
2235

SIR. See Self-insured retention (SIR) |
Six-year graded vesting, 366

Skilled nursing facility care, 395
Sleet damage, 455

Small Business Resources Inc., 621
SMART Act, 166

Smith Barney, 68

Smoke damage, 453

Snow damage, 455

Snowmobiles, 514
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, 112
os-0f-loss form, 195

Special coverage policy, 195
Special damages, 419
Special needs, life insurance and, 214,
216 |
Special needs plans, Medicare, 397
Special purpose reinsurance vehicle
(SPRV), 120 .
Specialty auto insurers, 531
Specific beneficiary, 248
Specified causes-of-loss coverage, 60S,
e k, 6, 62-65
Speculative risk, 6, 62-06.
Sgoilngcr damage coverage, 497, 5235
579
Spousal IRA, 300
Spouse
death of, 462
SSA. See Social Security
Administration (SSA)
Stable value fund, 369
Staff model HMO, 344
Stamp collections, 547
Standard coverage (Medicare pre-
scription drugs), 397
Standard of care, 418
State health insurance pools, 23
State insurance commissions, 15 1
State insurance departments, 153,
158, 162
~ complaint divisions, 153
Srate-of-the-art defense, 427-4238
State-made rates, 157
Statement of underwriting policy, 107
State Modernization and ngul'aqtory
Transparency Act (SMART),
166
Stare premium tax, 158, 231
State rating laws, 156
State regulation, 161-162
Srates, and lability laws, 428
Srate tort reform, 427-429
effectiveness of, 429
Statistics, 37-38
Steam, exclusion of, 442
Steam discharge or overflow, damage
from, 455
Stepped-up benefit, 295
Stock insurers, 92-93
Stop-loss limir, 316, 341, 343
Straight deductible, 199
Straight life insurance, 221
Strategic risk, 65
Strict liability, 4138
Structures
coverage for, 446
loss sertlement for, 457459
perils to, 451

Subjective probability, 4-3

Subjective risk, 4

Subrogation, 461-462

principle of, 179-1 81
rights, 180, 460

Suicide, 247

Suicide clause, 246

Suit against msurer con(lilti(ml, 459

Supplemental major medical insur-
ance. 342-343

Supplementary payments, under
Personal Auto Policy, 498

Supplementary payments COVErage,
commercial general liability
policy, 598

Surety Association of America, 631

Surety bonds, 27, 626625

Surety Information Ofhcee, 631

Surety (obligor), 626

Surgery, Wrong-site, 430 |

Surgical expense insurance, 342

Surgical expenses, 314

Surgical insurance, 314 .

Surplus, insurance industry, 6/

Surplus lines, 99

Surplus lines broker, 99

Surplus-share treaty, 119

Surrender charge, 296

Surrender cost index, 270-271

Surviving spouse, life income to, 214

Survivor benefits, Social Security,
391-392

Survivor income benefits, 354-355

Survivors’ loss benefits, 527

Swiss Reinsurance Company, 120

i

Tabular reserve, 133
Tabular value method, 133
“Tails,” 600
Target premium, 225
Taxable estate, 277
Taxation
of individual annuities, 297-299
of life insurance, 275-277
of long-term-care insurance, 321
of Social Security benefits, 392-393
Tax-deferred compounding, 295
Tax-qualified retirement plans,
362-363
Tax-sheltered annuities {15A),
373-374
Temporary life annuity due, 286
Temporaty residence exclusion,
453-454

Temporary substitute vehicle, 496

Term4Sale, 282
Terminal illness rider, 262
Terminal reserve, 289

Termination of personal auto policy,

513-514
Term insurance, 219-221, 284
extended, 253-254
fifth dividend option for, 252
limitations of, 220-221

premiums for, 219, 220, 221,
284-286, 286-287

types of, 219-220
uses of, 220
Term to age 65 policy, 220

Termination as to any employee, 625
Territory, auto insurance cost and,

532

Terrorism

continued threat of, workers com-
pensation and, 117

Terrorism Risk Insurance Act of
2002, 112

Terrorist attacks, 6, 408

Impact on insurance industry, 67,
112

remsurance and, 112

World Trade Center (WTC), 6, 67
Texas Department of Insurance, 206,
524
Theatrical property coverage form.
584
Theft, 620-623
identity, 478, 479
Theft coverage, 26, 547
T'heft losses, 453-455

Third-party claims, in auto insurance,
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War clause, 249
War exclusion, 456, 473
~ommercial general liability policy,
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Warranties, 183
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Water. exclusion of, 447
Watercraft endorsement, 478
Watercraft exclusion, 454
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557-559
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Warercraft liability exclusion, 471
Water damage exclusion, 456
Water discharge or overflow, damage
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Weather derivatives, 70
Weather exclusion, 456
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