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This document provides all the key vocabulary terms presented in this course in one convenient place. The terms are listed alphabetically; the lesson number identifies the first time a term is introduced in the course. To use the words only from a particular lesson, please see the Key Vocabulary resource included in the Teacher Resources document for that lesson.
	Term
	Definition
	Lesson #

	absolute liability
	Liability imposed without regard to fault. Workers compensation statutes place absolute liability on the company, because they are responsible for covering worker losses due to workplace-related injuries, diseases, or death, regardless of fault.
	11

	activities of daily living (ADLs)
	Important life activities such as dressing, bathing, eating, toileting, continence, transferring (getting in and out of a bed or a chair), and walking. Long-term care insurance provides financial support to pay for caregivers to assist in these activities.
	6

	actuarial science
	The discipline that uses math and statistics to assess risk in the insurance and finance industries. Actuarial science includes a number of interrelated subjects, including probability and statistics, finance, mathematics, and economics.
	3

	actuary
	In the field of insurance, the individual who evaluates the likelihood of events and quantifies the contingent outcomes in order to minimize losses, emotional and financial, associated with uncertain undesirable events.
	3

	annuity
	A type of policy in which the insurer agrees to pay the insured an identified sum of money at specified times. The purpose is to protect against risk as well as provide money in the form of a pension at regular intervals.
	7

	assisted living facilities
	Residences where people who need assistance with activities of daily living can find care.
	6

	auto insurance
	Also known as vehicle insurance, this is a specific type of property insurance that covers automobiles. This is one of the most common types of insurance and is required by most states of all vehicle owners. Most auto insurance policies also include liability coverage.
	8

	base rate
	The unadjusted premium, per employee, for a business falling in a given risk classification, before other factors are used to adjust the premium.
	11

	basic insurance form
	A type of commercial property insurance policy that provides coverage against only a few perils listed in the policy, usually fire and lightning.
	9

	beneficiary
	The person or entity named in an insurance policy to receive its benefits. For example, if you have a $10,000 life insurance policy and your spouse is your beneficiary, this means he or she will receive $10,000 from the insurance company when you die.
	7

	broad/special insurance form
	A type of commercial property insurance policy that provides protection against a wide range of perils except those specifically excluded in the policy.
	9

	business income insurance
	Also known as business interruption insurance, this type of insurance coverage serves primarily to protect businesses and other organizations from the loss of income that might occur during the time that damaged property is being repaired or replaced. 
	12

	capitation
	A fixed “per capita” amount that is paid to a hospital, a clinic, or a doctor for each person served.
	5

	cash value fund
	The cash value of a whole life insurance policy that, unlike a term policy, builds up over time the way a savings account does. It is also called the surrender value.
	7

	closed plan
	A type of health insurance plan that limits the health care providers that members of the plan have access to. HMOs are usually closed plans; PPOs have a preferred group of providers but often allow members to see doctors outside of the plan, with reduced coverage.
	5

	closed, or specified-perils, policy
	A type of insurance policy that covers only those perils that are specifically included.
	8

	cognitive impairment
	Mental disease (such as Alzheimer’s or Parkinson’s disease) or injury that prevents a person from being able to do one or more of the activities of daily living.
	6

	coinsurance
	The joint assumption of risk between the insurer and the insured. In title insurance, the sharing of risks between two or more title insurance companies. Deductibles and co-payments are types of coinsurance.
	4

	collision insurance
	A type of auto insurance coverage that pays to repair or replace a policyholder’s own vehicle (minus the deductible) only in case of an accident.
	8

	commercial crime insurance
	A type of insurance that protects a business from theft, burglary, or robbery committed by people outside the company, as well as employee dishonesty coverages for theft, embezzlement, and forgery committed by its own employees. 
	12

	commercial vehicle insurance
	A type of commercial insurance that provides coverage against loss or damage to covered vehicles, property damaged by covered vehicles, and liability. It is similar to personal vehicle insurance.
	12

	commission
	A form of compensation based on sales productivity rather than hours worked.
	14

	compensatory damages/award
	The amount of money given to a plaintiff in a lawsuit to cover actual physical damages to self or property, and/or medical expenses, or loss of wages due to injury or death. 
	10

	comprehensive general liability (CGL)

	A type of insurance that protects policyholders against third-party liability claims due to property or bodily loss or damage. It indemnifies both legal costs and awards, up to the agreed-upon limits.
	10

	comprehensive insurance
	A type of auto insurance coverage that pays to repair or replace a policyholder’s own vehicle (minus the deductible) in case of accident (other than collision), theft, or vandalism.
	8

	conditions
	The part of the insurance policy typically relating to cancellation, changes in coverage, audits, inspections, premiums, and assignment of the policy.
	4

	Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA)
	A federally mandated program that allows individuals to continue subscribing to health care insurance at group rates after an event that might have ended their coverage (e.g., voluntarily or involuntarily leaving a company or getting a divorce).
	5

	co-payment
	The set amount paid by a patient for listed procedures or visits. For example, many plans require a co-payment for office visits or for purchases in the pharmacy. In many plans, well visits or preventative care visits often do not require a co-pay.
	5

	coverage limits
	Limits set by health insurance providers on the costs they will pay. These limits can be set per claim, per year, or on the lifetime of the coverage. Sometimes limits are set on specific costs, such as hospital stays or surgical procedures.
	5

	covered peril
	A peril or risk covered by an insurance policy. For example, in a property insurance policy, this can include fire, weather damage, or theft. Many policies exclude perils that are caused intentionally, such as setting one’s own property on fire.
	4

	declarations
	This is one of the first sections of an insurance policy, containing the basic facts of the policy. These usually include the name of the policyholder, the person, property or organization which is insured, the types of perils covered, the maximum amount covered, and the premium.
	4

	deductible
	A dollar amount that the insured is responsible for paying when an insured peril occurs. The insurance company will pay for any amount over the deductible, up to the maximum amount of coverage.
	4

	dependents
	Children, aging parents, or other people who rely on the insured party for economic support. Most health insurance policies cover dependents at a much lower rate than if they purchased insurance individually.
	5

	directors and officers liability 
	A type of insurance that protects the directors and officers of a company or not-for-profit organization from legal claims due to financial losses caused to a company as a result of real or alleged improper management.
	10

	disability insurance (also disability income insurance)
	A form of insurance that insures the beneficiary’s earned income against the risk that disability will make working (and therefore earning) impossible. In other words, it answers the question, “How would I pay for my living expenses if I became unable to work?”
	6

	disaster modeling 
	Also known as catastrophe modeling. A process for estimating the frequency and intensity of disasters such as hurricanes, using complex mathematical models.
	13

	elimination period
	See waiting period.
	6

	employers liability 
	A type of insurance that protects policyholders against legal claims due to the work-related illness, injury, or death of an employee, as well as discrimination and sexual harassment lawsuits. This insurance usually supplements workers compensation insurance.
	10

	endorsement
	A change to a standard policy, which can be additional or reduced coverage. Endorsements are also referred to as riders.
	4

	entry level
	What a job is called if it doesn’t require prior work experience, making it suitable for someone who is new to the field or has just graduated and is looking for a first job.
	15

	equipment breakdown insurance 
	A type of commercial insurance that provides coverage against loss or damage to powered equipment, such as boilers, telephone and computer systems, factory machinery, and to property or product damage caused by the failure of such equipment.
	12

	errors and omissions 
	A type of insurance that protects policyholders from claims due to financial losses caused to a third party as a result of a mistake or poor advice given by the policyholder, its employees, or agents. 
	10

	excess or umbrella coverage

	A type of insurance that provides supplemental liability coverage, over and above liability protection covered by other policies, or covering hazards not covered by other policies.
	10

	excess workers compensation policy
	A type of insurance policy that provides coverage for catastrophic workers compensation losses for companies that have met their workers compensation obligation through self-insurance.
	11

	exclusion
	A type of risk or peril specifically not covered by an insurance policy. A property insurance policy may have exclusions for perils such as earthquakes or floods. A health insurance policy may include an exclusion for a particular type of illness, or for a particular type of treatment.
	4

	experience factor
	A factor applied to the base rate that is derived from a company’s own claims experience. Businesses with fewer claims have a lower experience factor and thus lower premiums.
	11

	Federal Deposit Insurance Corporation (FDIC)
	A federal organization that guarantees the safety of deposits in member banks up to a certain amount.
	14

	Federal Emergency Management Agency (FEMA)
	A federal agency that provides relief and assistance to those who suffer damage caused by a major disaster such as a flood, a fire, an earthquake, a tornado, or a hurricane.
	14

	fee-for-service plan
	Also known as indemnity coverage, this early type of health insurance reimburses policyholders for covered expenses. These are usually open plans, allowing wide latitude in choice of health care provider.
	5

	good faith
	In contracts, the principle that each party is doing his or her utmost to be completely honest about everything. If good faith is found to have been violated, the contract can be voided.
	4

	governing classification
	See risk classification.
	11

	group insurance plan
	Health insurance purchased by a group, usually an employer, for its members. The employer usually pays some or all of the premiums for group insurance.
	5

	group life
	A life insurance policy that is offered to a group of people under a master policy and that does not require medical examinations if purchased during the initial eligibility period. It is usually issued to an employer for its employees or to members of an association.
	7

	guaranteed renewable
	A rider in some insurance policies that guarantees that a policy is renewable, without the need for further underwriting and usually at the same premium or a premium no greater than charged for a similar class of policyholders.
	6

	Health Insurance Portability and Accountability Act (HIPAA)
	An act of Congress that protects health insurance coverage for workers and their families when they change or lose their jobs, as well as contains medical records privacy provisions.
	5

	Health Maintenance Organization (HMO)
	A closed plan type of insurance model. This model focuses on preventative care and managed care to lower medical costs, and thus premiums, for members. Most HMOs have their own medical clinics and hospitals, as well as their own doctors who work exclusively for the HMO. Dental Health Maintenance Organizations (DHMOs) are structured similarly to HMOs.
	5

	health savings account (HSA)
	This is a complex self-insurance strategy, which allows for tax-deferred investments into special accounts that can be used to pay the deductible in high-deductible insurance policies. If the funds are not used by age 65, the funds can be withdrawn to fund retirement and other non-health needs.
	5

	hired and non-owned liability
	An endorsement to a commercial vehicle insurance policy, which provides coverage to vehicles that are not owned by the company but that are used on company business (such as rented vehicles and employee-owned vehicles).
	12

	home care
	Care provided in a person’s home to assist him or her with activities of daily living.
	6

	homeowners insurance
	A specific type of property insurance that covers a home and usually the items within the home. Most homeowners insurance policies also contain liability coverage.
	8

	indemnity
	A principle of insurance which provides that when a loss occurs, the insured should be restored to the approximate financial condition occupied before the loss occurred, no better, no worse. 
It is also compensation for a loss. Under an indemnity policy, the insured is responsible for paying all claims initially, and is later paid by the insurance company for costs.
	2

	inflation protection
	A rider in some insurance policies that automatically raises the benefit amount or the maximum daily or annual payments, based on the rate of inflation, in order to ensure that the amount of coverage remains adequate over time.
	6

	insurable risk
	A risk that has met certain criteria, making it likely to be insurable through a standard insurance policy. Most insurable risks would result in meaningful, clearly calculable losses, and are shared by a large class of individuals or organizations.
	3

	insurance
	A form of risk management primarily used to protect against the risk of a loss. It involves the transfer of risk from one entity to another, in exchange for a premium, and can be thought of as paying smaller planned payments to prevent larger, financially catastrophic losses.
	1

	insurance agency
	A business licensed to sell insurance products for one or more insurers or insurance companies. An agency may employ many people or be a single licensed salesperson.
	1

	insurance agent
	A person licensed to sell insurance.
	1

	insurance carrier
	A company that issues and assumes the losses and costs of an insurance policy.
	15

	insurance commissioner
	Public official appointed or elected to oversee an individual state’s insurance policies and regulations and to provide consumer protection on insurance-related matters.
	13

	insurance fraud
	An often illegal act in which an insured individual or organization makes a false claim in order to benefit from an insurance policy.
	14

	insurance policy
	A unilateral insurance contract governing the business arrangement between an insurer and a policyholder, where the insurer promises to pay for covered perils which occur in the policy, in exchange for a premium.
	4

	insurance regulation
	A law that limits or enforces insurance companies to act in specific ways, usually to provide protection to consumers.
	14

	insurance regulations
	Laws and policies that limit or provide guidance to insurance companies, agents, and brokers, usually set by individual states.
	13

	insurer or insurance provider
	A company that sells insurance and is responsible for paying when a covered claim occurs.
	1

	liability insurance
	A broad superset of insurance that covers legal costs and claims against the insured for bodily or property damage, or for other wrongs covered by the insurance. Liability policies typically cover only the negligence of the insured and will not apply to results of willful or intentional acts by the insured.
	2

	long-term care insurance
	An insurance product that helps provide for the cost of long-term care beyond a predetermined period. Long-term care insurance covers care generally not covered by health insurance, Medicare, or Medicaid.
	6

	loss
	The amount of a financial loss impact an insured has sustained that an insurance company has written a policy to protect. 
	3

	managed care
	A type of health insurance model where the insurance provider keeps medical costs lower by limiting the choices of which doctors and specialists a member can visit, as well as the type of medical procedures the plan will pay for. The opposite of managed care is freedom of choice, where patients can freely choose their doctors and the medical procedures they want to undertake.
	5

	Medicaid
	A federal program for individuals and families with low incomes and resources. Medicaid is the largest source of funding for medical and health-related services for people with limited income. Medicaid does not pay benefits to individuals directly but to health care providers. In some states, only US citizens or resident aliens are eligible for Medicaid.
	5

	medical underwriting
	The process by which an insurer decides whether to offer coverage to an individual or a group, and at what premium. The process often involves examining past medical history and reviewing health-related risks such as smoking and dangerous occupations.
	5

	Medicare
	A federal government-administered program primarily for persons age 65 or older or those with certain covered disabilities. It provides a variety of coverage, including hospital stays and some prescription coverage. Medicare is funded by payroll taxes, so a portion of everyone’s paycheck goes to fund the program. Medicare eligibility is not dependent on income level.
	5

	moral hazard
	An occurrence where insured parties benefit from taking unwise risks because they are covered by insurance. Most insurance policies are created in such a way as to minimize the likelihood of moral hazard.
	14

	mortality table
	A table that statistically represents the death rates at various ages.
	7

	mutual insurance company
	A form of insurance company that is owned by policyholders rather than shareholders. This type of ownership has become less common in recent years.
	13

	no-fault insurance
	Any type of insurance contract under which insureds are indemnified for losses by their own insurance company, regardless of fault in the incident generating losses. The term is most commonly used in the context of state automobile insurance laws in which a policyholder is not only reimbursed by the policyholder’s own insurance company without proof of fault but also restricted in the right to seek recovery through the civil-justice system for losses caused by other parties.
	8

	non-forfeiture of benefits
	A rider in some insurance policies, especially disability policies, that stipulates that a minimum level of coverage will remain in place, even if premiums are no longer paid. Some states require disability policies to contain this rider. 
	6

	open plan
	A health insurance plan that allows its members to utilize health care providers of their choice, rather than only from a limited set of in-plan providers.
	5

	open, or broad-form, policy
	A type of insurance policy that covers all perils except those that are specifically excluded.
	8

	partial disability
	Disabled to the point where only limited work is possible.
	6

	Patient Protection and Affordable Care Act (PPACA)
	A law—commonly referred to as Obamacare or the Affordable Care Act—signed by President Obama in March 2010. PPACA includes a number of health-related laws that will take effect over several years, including prohibiting denial of coverage based on pre-existing conditions, expanding Medicaid eligibility, allowing dependent children to remain on their parents’ insurance plan until they turn 26, and restricting insurers’ ability to enforce annual spending caps
	5

	pay-on-behalf policy
	A policy whereby the insurance company pays the claim, and the insured has no out-of-pocket costs. Most modern liability insurance is pay-on-behalf.
	2

	peril
	In insurance, an occurrence or event, either caused by a person or nature, that triggers a financial loss. 
	2

	perishable goods coverage
	A common endorsement to an equipment breakdown insurance policy that adds coverage to perishable goods destroyed because of the breakdown of covered equipment, such as a large refrigerator.
	12

	personal property insurance
	A type of insurance that indemnifies the policyholder for the damage or loss of a covered item of property, which can include buildings, objects, and vehicles of all types.
	8

	pollution insurance

	A type of insurance that protects policyholders from legal claims due to damages caused by accidental discharge of pollutants.
	10

	pre-existing condition
	A medical condition that has been diagnosed before an individual enrolls in a health care plan. Pre-existing conditions used to not be covered or sometimes resulted in higher premiums or insurers refusing to cover an individual. Note that insurers can no longer deny coverage or charge higher rates for individuals with pre-existing conditions.
	5

	Preferred Provider Organization (PPO) and Dental PPO
	A health care and dental care model with preferred providers where most or all in-plan care needs are covered. PPOs have many similarities with HMOs; the main difference is that PPOs have a more flexible network of doctors and other providers (or dentists). PPOs usually cover a lower percentage of the costs when subscribers see out-of-plan health care or dental care providers.
	5

	premium
	The fee paid by the insured to the insurer for assuming the risk. Insurance premiums from many insured customers are used to fund accounts reserved for later payment of claims.
	2

	prepaid insurance plan
	An insurance plan in which subscribers pay in advance for unlimited medical care. In dental care insurance, DHMOs are sometimes known as prepaid plans because dentists receive a portion of the premiums, regardless of whether service is provided to the insured. 
	5

	producers
	Insurance agents and brokers.
	13

	product liability

	A type of insurance that protects policyholders from legal claims due to damages caused by faulty products, improper warning labels, or instructions.
	10

	punitive damages/award
	The amount of money given to a plaintiff in a lawsuit to cover non-physical damages such as mental anguish and suffering.
	10

	rating
	A score based on an individual’s combined risk factors, such as weight, tobacco use, blood pressure, cholesterol level, driving record, family history, and even citizenship, that determines an individual’s life insurance rates. The higher the rating, the higher the premium—and in some cases, a high rating will make someone unable to get life insurance. 
	7

	redlining
	A now-illegal activity in which a financial institution or insurer refuses to do business in certain low-income neighborhoods, most often areas with high percentages of African American or Hispanic residents.
	14

	reinsurance
	An insurance type that protects insurance companies from large claims, offered by reinsurance companies.
	13

	renters insurance
	A specific type of property insurance that covers the items within a rental property. It does not cover the building itself, because this is covered by the landlord’s insurance policy. Renters insurance typically includes liability coverage.
	8

	replacement cost
	An endorsement to a commercial property insurance policy that indemnifies the full cost of replacement, not just the current value of the property. This is especially useful for older properties.
	9

	restoration of benefits
	A rider in some insurance policies, especially disability policies, that requires that the full benefits are put back in place if a person receives benefits for a time and then recovers and goes for a specified period (usually six months) without receiving benefits.
	6

	rider
	An added coverage included in an insurance policy, usually above and beyond what is included in an average policy. For example, riders can cover additional types of perils, or can cover additional properties. Riders are also referred to as endorsements.
	4

	risk
	In the field of insurance, a situation or occurrence that, if it happens, would lead to negative consequences (especially negative financial consequences).
	1

	risk classification
	The category in which a particular business type falls for purposes of determining base workers compensation insurance premiums.
	11

	risk management
	The practice of appraising and controlling risk.
	1

	self-insurance
	The setting aside of a calculated amount of money in case of future loss. Also, any of a number of strategies where a person assumes some or all of the financial responsibility for covering health care risks for the individual or the person’s dependents. These can include health savings accounts and choosing high deductibles on other health insurance policies.
	5

	surety
	A promise to pay a sum of money in the event that another person fails to fulfill an obligation. Most often seen when loans are cosigned by another party as a way to protect the lending institution.
	2

	surety bond
	A bond required by most states of companies who want to self-insure their workers compensation statute obligations. The bond guarantees the security of benefits payments.
	11

	taxonomy 
	A categorized list of words that are related to a particular topic. 
	1

	term life
	A life insurance policy purchased to last only a specified length of time. For example, if you buy a 10-year policy and you die within those 10 years, your insurance company will pay your beneficiary if your payments are up to date. Once the 10 years are over, coverage ends or the policy must be renewed at a higher premium.
	7

	total disability
	Disabled to the point where no work is possible.
	6

	umbrella insurance
	Extra liability insurance coverage that goes beyond the limits of the insured’s home, auto, or watercraft insurance. Umbrella insurance is most helpful to individuals with a lot of assets.
	8

	underwriter
	In insurance, the person who evaluates the risk and exposures of potential clients. Underwriters decide how much coverage the client should receive, how to price the risk based on rate factors,  or whether even to accept the risk and insure them. Underwriting involves measuring risk exposure and determining the premium that needs to be charged to insure that risk. The function of the underwriter is to acquire—or to “write”—business that will make the insurance company money, and to protect the company from risks that they feel will make a loss. In simple terms, it is the process of issuing insurance policies.
	3

	universal life
	A type of life insurance policy that gives the insured some flexibility to change the premium amount and death benefit. 
	7

	variable annuity
	A contract between an insurer and an insured, in which the insurer agrees to make periodic payments to the insured (or beneficiaries), beginning either immediately or at a future date. Variable annuities are tax deferred, and the interest rate is based on the investments options chosen by the policy owner as opposed to a fixed rate.
	7

	viatical settlement
	The purchase of an insurance policy before its maturity date by an investor for a percentage of its face value. Often the policyholder is terminally ill.
	7

	waiting period
	Also called elimination period, this is the amount of time after a covered peril occurs before the insurer will begin paying the claim. For example, if a covered disability occurs, a 90-day waiting period means that the policy wouldn’t begin paying until after 90 days had passed. If the covered person returns to work before the 90 days, the insurance company pays nothing.
	6

	waiver of premiums
	A rider in some insurance policies, especially disability policies, that waives the payment of premiums while claims are being paid out—for example, during the time a person is disabled and collecting disability.
	6

	workers compensation
	A type of insurance that all US employers are required to carry that provides health care and limited disability payments to employees who are injured or become ill on the job. In exchange for this coverage, the right of employees to sue employers for the injury or illness is severely limited. Also known as workers comp.
	11

	Workers Compensation and Employers Liability Policy
	A standard insurance form used by nearly all workers compensation policy providers, which is maintained by the National Council on Compensation Insurance.
	11

	workers compensation board
	A body that most states have set up in order to administer the state’s workers compensation law.
	11

	workers compensation statute
	A state law that governs workers compensation requirements in that state. While all states have workers compensation statutes requiring companies to provide workers compensation coverage of some form, each state has different requirements and structures. 
	11
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