Chapter Five:  Taxes,  Retirement Plans,  and Other Insurance Concepts
1. Insurable interest – Substantial economic interest of the beneficiary in the insured due to blood relationship, marriage, or economic dependence.
2. Group life – A policy protecting a group of persons,  usually employees of a firm.  Generally called a “master policy.”

3. Conversion – The right granted to the insured to change his coverage from a group policy to an individual policy.  If a member of a group resigns from the group,  he is given an opportunity to secure an individual policy within a specified period regardless of whether or not he is in good health at the time.  This term is also applied to the right of an insured to convert from a convertible term policy to a permanent form of insurance.
4. Contributory – A term applied to employee benefit plans (such as group insurance or group annuities) under which both the employees and the employer contribute. 
5. Noncontributory – A group employee benefit plan under which the employer pays for the full cost of the benefits for his employees.  
6. Credit life – Life insurance designed to pay the balance of a loan (usually repayable in installments)  if the insured dies before the loan has been repaid in full.  Genereally,  credit life insurance is handled by a bank,  department store, or a finance company.  Usually,  this form of insurance is written on a group basis,  but it may also be written on an individual basis. 
7. Fraternals – A cooperative type of insurance provided by a social organization for its members,  for example,  life insurance offered by the “Knights of Columbus.”
.
8. IRA (Individual Retirement Accounts)  Any individual who earns wages may participate in an IRA.  A person may deduct the maximum contribution if he is a wage earner and does not actively participates in an employer maintained retirement plan or if he is a wage earner who acteively participates in an ecmployer-maintained retirement plan but has an adjusted gross income (AGI)  of $50,000 or less if single and $70,000 or less if married and filing jointly.  
9. Keogh Plans  – This type of retirement plan is also known as an HR-10 plan.  This vehicle is provided for the self-employed individual who wishes to establish a retirement plan that will provide for tax deferral and a reduced tax liability.  
10. TSA – Employees of qualified IRC Sec.  403(b) (tax exempt)  organizations are permitted under the Internal Revenue Code,  to contribute funds to annuities with tax-free dollars.  Those eligible for tax-sheltered annuities include public, private, and parochial school teachers, school superintendents, college professors, and social workers.  
11. Defined Contributions – This type of plan has a separate account for each employee.  The plan document states the amount that an employer will contribute to the plan,  but it does not promise any particular benefit.  
12. Defined benefit – The plan document specifies the amount of benefits promised to the employee at his normal retirement date.  It does not specify the amount that the employer must contribute annually to the plan to achieve the benefit.  
13. 401 (k) Plans – An increasingly popular form of qualified plan,  a 401(k) plan allows employees to elect to contriute a portion of their income into an account in their name and instruct their employer to make contributions on their behalf.  Amounts the employee elects to contribute (deferring a portion of current income)  are treated,  for tax purposes,  as contributions made by the employer.  This makes all monies set aside in the plan deductible by the employer.  The contributions plus earnings grow tax-deferred to the employee  until withdrawal.  
14. Key employee – An individual policy designed to reimburse an employer for the loss of a key-employee’s service due to his death.  Usually,  the employer pays the premium and is the beneficiary.  
15. Buy and Sell -  These agreements help with the orderly continuation of a business where survivors receive a fair cash settlement for a decreased owner’s interest.  The most common way in which to fund such an agreement is through the use of life insurance. This agreement guarantees that cash will be available if the owner should die prematurely.  It allows another individual to purchase the deceased owner’s interest so the business will continue without further disruption.  
16. Split dollar – is a special form of life insurance agreement used in business and family situations to provide life insurance for a minimum cash outlay.  
17. Deferred compensation
18. Social Security
19. Fully insured – A person must be fully insured in order to qualify for retirement benefits.  A person becomes fully insured by acquiring a sufficient number of quarters of coverage to meet either of the following two tests.  
20. Currently insured – A person is currently insured if he has acquired at least six quarters of coverage during the full 13-quarter period ending with calendar quarter in which he (1) died, (2) most recently became entitiled to disability benefits, or (3) became entitled to retirement benefits.  
21. 1035 exchange – This involves Section 1035 of the Internal Revenue Code regarding exchange of insurance contracts and affords the postponement of tax on certain exchanges.  
22. Human life value – (HLV)  A means to gauge the amount of life insurance needed, human life value is a measure of an indvidual’s actual future earnings.  (Human capital,  which is closely related,  is the production potential of a person.)
23. Needs approach – This method of determining the amount of needed insurance involves analyzing the numerous family needs that exist if the breadwinner were to die prematurely.  
24. Estate planning – This process involves all aspects of creating and liquidating a person’s assets.  It is a hybrid of tax planning,  asset distribution,  and more.  
25. 457 plans -  Reserved for employees of other public bodies, such as states, counties, and municipalities.  Under these plans,  the employer agrees with each employee to reduce salary by a specified amount and invest the deferrals in one or more vehicles that may include insurance products.   

