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4[ CAR Insurance }

affect your policy. If you
don't, they may deny
your claim and cancel
your insurance policy.

Notify insurer of
any new drivers

in the family.

For those of you that have
teenagers, this is especially
important. Before you hand
over the keys to your newly
licensed or permitted kid
(whether you're in the car
with them or not), you must
make sure that they are
covered. You see, a lot of
people are allowing their
teens to drive right now and
they are unaware that their
young driver is excluded
from their policy. Therefore,
you must make sure that
your child is covered in the
event of an accident before
you allow them to drive.

Pay your car
insurance premiums

in a timely manner.
This is especially important
because many insurance
companies will cancel your
policy if you miss a payment
or they don't receive it on
time. So, always make sure
that you pay your premiums
on time every time and that
they receive your payment
in a timely manner.

Purchase the right

type of car insurance.
Lastly, many people don't
have the right type of

you must
make sure
that your
child is
covered in
the event
of an
accident
before
you allow
them to
drive.
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insurance or don't have
enough coverage. For
instance, there is bodily
injury liability, medical
payment coverage,
uninsured motorist, liability,
collision and comprehensive
coverage. Bodily injury
liability provides protection
if you injure or kill someone
while driving. Medical
payment covers medical
expenses for the injured
driver and passenger.
Uninsured motorist

covers injuries caused

by an uninsured driver.
Comprehensive covers
losses from non collision
incidents and collision
covers damage when your

car hits or is hit by another.
The key is to know the
different types of coverage
and select the one that best
suits your specific needs.
According to John Bailey, a
retired insurance salesman,
"Choosing the right
coverage and obtaining the
right amount of coverage
are very important in
protecting your family's
assets. The problem is that
many people are not well
versed in this area and don't
buy enough of the right
coverage. Then when they
are involved in an accident,
it negatively affects

their family's finances

and this is not good."

In conclusion, there are many types of car
insurance traps that you can fall into if you don't
comply with our course, Car Insurance Trap 101.
By thoroughly reading and understanding your
policy, being honest when applying, notifying your
insurer of any changes (especially new drivers),
paying your car insurance premiums on time,

and having the right type of insurance, you won't
become a helpless insurance company victim.




Read your policy
thoroughly.

First and foremost, you
should read your insurance
policy thoroughly. You're
probably thinking, "What?
Read all that stuff, are

you nuts?" Well, we're not
nuts, our experience has
taught us that insurance
companies can be very
slick in drafting their policies
and if you're not careful,
you'll find yourself in need
of insurance coverage that
you don't own due to the
fine print that you failed to
read. You see, insurance
companies bank on the fact
that the majority of their
insured don't read the entire
policy. In fact, they're hoping
that you won't read your
policy with understanding
and that you won't find the
long list of stipulations they
have cleverly hid in their
policy. So, buyers beware!
When you receive your new
policy, read it thoroughly
and understand it.

Tell your insurance

company the truth.
Although no one likes

to admit it, people often
fudge the truth to get the
best rates. For example,
they know that the car
will be used for work but
they tell the insurance
company that it will be
used for recreational use
only. Well, don't do this
because these lies may
come back to haunt you.

Let's say that you told

the insurance company
that you would only use
the car for recreation and
you have an accident on
the way to work or while
running a work related
errand. Well, your insurance
company may conduct an
investigation and discover
that you typically drive
that car to work every

day and in turn, they

may deny your insurance
claim. According to Chris
Wright, an insurance claim
investigator with CWT
Investigations, "Insurance
companies rely on claim
investigators to turn down
claims. In fact, we're often
encouraged to do so.

This is because insurance
companies expect their
customers to be honest and
penalize them severely for
untruths. This policy saves
them millions of dollars a
year." So, be completely

lies may
come back
to haunt
you

honest when you apply
for insurance and divulge
any pertinent information
that the insurance
company requests.

Notify insurer of any

pertinent changes.
Many people don't notify
their insurance company
of any pertinent changes
including changes to their
address, marital status,
phone number, how they
utilize the car, who drives
the car, whether they've
been involved in any
accidents (where claim
was filed or not), if they've
added anything of value to
the car (Mag wheels, DVD
player, etc), the condition
of their car (whether it
has rusted, been paint
sealed, etc). Therefore,

to avoid any confusion,
you should always inform
your insurance company
of any changes that might
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you consider

yourself pretty
knowledgeable about car
insurance. In fact, you pride
yourself on knowing the
importance of owning car
insurance and the risk you
face when you don't have
coverage. Well, very good,
you're on the right track
and are ahead of many
drivers out there. What you
may not know however,
is that there are some car
insurance traps that you
may be a victim of right now
or may become a victim
of if you're not careful.
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CAR Insurance

Well, have no fear- we've designed this informative course,
Car Insurance Trap 101, which will help you uncover
hidden conspiracies and keep you from becoming a victim.
So, sit back, relax, and get comfortable and get ready to
learn all that you need to know about car insurance.




To find out how an
accident will affect your car
insurance premiums, check
your policy. Some insurers
will forgive a first-time
accident, a minor accident
or an accident in which you
were not at fault. Some
states also have laws that
govern what an insurer can
use as justification to raise
your premium. It pays to
research your particular
policy before signing it,

but if you find out that

your current insurance

has stricter regulations
than you are comfortable
with, it's easy to switch
your policy to another
insurer. Most insurance
policies allow termination
at anytime without penalty.

If you have a minor fender-
bender, you may get away
with not having to pay
more in auto insurance,
but it depends on where
you live and who your
insurer is. Some states
have laws to prevent
insurers from raising
premiums for accidents
that result in damage under
a certain dollar amount.
Additionally, some auto
insurance companies offer
“accident forgiveness”

for their customers. This
policy usually only applies
to your first accident and
sometimes is only available
to customers who have
been with the insurer for a
certain number of years.

In general, however,

minor accidents in which
you were not at fault,

there were no injuries

and you didn’t file an
extensive claim should
have little to no effect
on your premiums.

The most damaging
accidents in terms of

your insurance policy
premiums are the ones
that involve alcohol. If you
were driving drunk and got
into an accident, you can
expect your auto insurance
premiums to skyrocket,
that is, if your policy isn’t
canceled outright. Of
course, in that event you
will likely have bigger
worries than just your car
insurance premiums—jail
time, losing your license
and heavy fines. Severe
accidents where alcohol is
not involved, but you are
determined to be at fault
can also cause a dramatic
increase in your car
insurance quote. Typically,
an insurer will define a

Insurers
use your
past
driving
history as
a predictor
of your
driving
future

severe accident in terms of
how much the company has
to pay out. The increase
usually takes effect when
your policy is up for renewal
and can come in the form of
surcharges or the removal
of previous discounts.

It's hard to say how much
your auto insurance
premiums will increase
after an accident because
so many factors go into
that calculation. For
example, insurers will
take into account your
previous driving history,
and someone who has

a history of other driving
infractions will probably
end up paying more than
someone who doesn'’t.
Each situation is evaluated
independently. If you rates
go up more than you feel
is fair, you can always
shop around for a better
rate from another insurer.
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IF 1 Get in
an Accident

Will My Car Insurance Increase

Having a “clean” driving record saves your money on car
insurance for a reason. Insurers use your past driving
history as a predictor of your driving future, and having no
accidents or only one or two minor accidents makes you

a better risk. Getting into an accident can change all that,
and depending on the accident and the insurer, you will
probably have to pay a higher insurance premium because
of it. How much your premium will increase if at all varies
between states and between insurance companies.
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Loss ratios for health
insurance generally range
from 60% to 110%

Loss ratios for property and
casualty insurance (e.g.
motor car insurance), typically
range from 40% to 60%

Insurance companies that
have very low loss ratios are
criticized for overcharging

and making excess profits.
Such companies are collecting
significantly more premium
than is paid out in claims.
Conversely, insurers that
consistently experience high
loss ratios may be in poor
financial health. They may not
be collecting enough premium
to pay claims, expenses, and
still make a reasonable profit

I N insurance, the loss ratio is the ratio of total losses
paid out in claims plus adjustment expenses

divided by the total earned premiums. For example, if

an insurance company pays out $60 in claims for every

$100 in collected premiums, then its loss ratio is 60%

The terms "permissible”,
"target", "balance point", or
"expected" loss ratio are used
interchangeably to refer to the
loss ratio necessary to fulffill
the insurers' profitability goals

This ratio is 1 minus the
expense ratio, where the
expense ratio is 1 minus
general and administrative
expenses, commissions

and advertising expenses,
profit and contingencies, and
various other expenses

Expenses associated with
insurance payouts ("losses")
are sometimes considered as
part of the loss ratio. When
calculating a rate change,
the insurer will typically
divide the incurred or actual

experienced loss ratio (AER)
by the permissible loss ratio

In banking, a loss ratio is the
total amount of unrecoverable
debt when compared to total
outstanding debt. For example,
if $100 was loaned, but only
$90 was repaid, the bank has
a loss ratio of 10%. These
calculations are applied class
wide and used to determine
financing fees on loans

If the average loss ratio on

a class of loans is 2%, then
the financing fees for loans

of that class must be greater
than 2% to recover the normal
loses and return a profit. A loss
ratio is in effect a numerical
representation of the risk
associated with a loan
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Great Fire of London, 1666

of the latest shipping news. It
became the meeting place for
parties wishing to insure cargoes
and ships, and those willing to
underwrite such ventures. Today,
Lloyd’s of London remains the
leading market (note that it is

not an insurance company)

for marine and other specialist
types of insurance, but it works
rather differently than the more
familiar kinds of insurance.

Insurance as we know it today
can be traced to the Great Fire of
London, which in 1666 devoured
more than 13,000 houses. The
devastating effects of the fire
converted the development

of insurance “from a matter

of convenience into one of
urgency, a change of opinion
reflected in Sir Christopher
Wren’s inclusion of a site for ‘the
Insurance Office’ in his new plan
for London in 1667.” A number
of attempted fire insurance
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schemes came to nothing, but
in 1681 Nicholas Barbon, and
eleven associates, established
England’s first fire insurance
company, the ‘Insurance Office
for Houses’, at the back of

the Royal Exchange. Initially,
5,000 homes were insured by
Barbon’s Insurance Office.

The first insurance company in
the United States underwrote
fire insurance and was formed
in Charles Town (modern-day
Charleston), South Carolina,

in 1732. Benjamin Franklin
helped to popularize and

make standard the practice of
insurance, particularly against
fire in the form of perpetual
insurance. In 1752, he founded
the Philadelphia Contribution
ship for the Insurance of
Houses from Loss by Fire.
Franklin’s company was the
first to make contributions
toward fire prevention. Not only

Insurance as we
know it today
can be traced
to the Great

Fire of London,
which in 1666

did his company warn against
certain fire hazards, it refused
to insure certain buildings
where the risk of fire was too
great, such as all wooden
houses. In the United States,
regulation of the insurance
industry is highly Balkanized,
with primary responsibility
assumed by individual state
insurance departments. Whereas
insurance markets have become
centralized nationally and
internationally, state insurance
commissioners operate
individually, though at times

in concert through a national
insurance commissioners’
organization. In recent years,
some have called for a dual
state and federal regulatory
system (commonly referred to
as the Optional federal charter
(OFC) for insurance similar

to that which oversees state
banks and national banks.



he or she would receive an
amount of twice as much.”

A thousand years later,

the inhabitants of Rhodes
invented the concept of the
‘general average’. Merchants
whose goods were being
shipped together would

pay a proportionally divided
premium which would be used
to reimburse any merchant
whose goods were jettisoned
during storm or sink age.

The Greeks and Romans
introduced the origins of health
and life insurance c. 600 AD
when they organized guilds
called “benevolent societies”
which cared for the families
and paid funeral expenses of
members upon death. Guilds
in the middle Ages served a
similar purpose. The Talmud
deals with several aspects of

insuring goods. Before insurance
was established in the late 17th
century, “friendly societies”
existed in England, in which
people donated amounts of
money to a general sum that
could be used for emergencies.

Separate insurance contracts
(i.e., insurance policies not
bundled with loans or other kinds
of contracts) were invented in
Genoa in the 14th century, as
were insurance pools backed by
pledges of landed estates. These
new insurance contracts allowed
insurance to be separated from
investment, a separation of

roles that first proved useful in
marine insurance. Insurance
became far more sophisticated in
post-Renaissance Europe, and
specialized varieties developed.

Some forms of insurance had
developed in London by the

The inhabitants of
Rhodes invented

the concept of the
‘general average’

early decades of the seventeenth
century. For example, the will

of the English colonist Robert
Hayman mentions two “policies
of insurance” taken out with the
diocesan Chancellor of London,
Arthur Duck. Of the value of
£100 each, one relates to the
safe arrival of Hayman'’s ship

in Guyana and the other is in
regard to “one hundred pounds
assured by the said Doctor Arthur
Ducke on my life”. Hayman’s will
was signed and sealed on 17
November 1628 but not proved
until 1633. Toward the end of the
seventeenth century, London’s
growing importance as a centre
for trade increased demand for
marine insurance. In the late
1680s, Edward Lloyd opened

a coffee house that became a
popular haunt of ship owners,
merchants, and ships’ captains,
and thereby a reliable source
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In some sense we can say
that insurance appears
simultaneously with the
appearance of human society.
We know of two types of

economies in human societies:

money economies (with
markets, money, financial
instruments and so on)

and non-money or natural
economies (without money,
markets, financial instruments
and so on). The second type
is a more ancient form than
the first. In such an economy
and community, we can see
insurance in the form of
people helping each other.
For example, if a house burns
down, the members of the
community help build a new
one. Should the same thing
happen to one’s neighbour,
the other neighbours must
help? Otherwise, neighbours
will not receive help in the
future. This type of insurance
has survived to the present
day in some countries where
modern money economy
with its financial instruments
is not widespread.
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Turning to insurance in the
modern sense (i.e., insurance

in a modern money economy,

in which insurance is part of the
financial sphere), early methods
of transferring or distributing risk
were practised by Chinese and
Babylonian traders as long ago
as the 3rd and 2nd millennia BC,
respectively. Chinese merchants
travelling treacherous river rapids
would redistribute their wares
across many vessels to limit the
loss due to any single vessel's
capsizing. The Babylonians
developed a system which

was recorded in the famous
Code of Hammurabi, c. 1750
BC, and practised by early
Mediterranean sailing merchants.
If a merchant received a loan

to fund his shipment, he would
pay the lender an additional

sum in exchange for the
lender’s guarantee to cancel

the loan should the shipment

be stolen or lost at sea.

Achaemenian monarchs of
Ancient Persia were the first to
insure their people and made

it official by registering the
insuring process in governmental
notary offices. The insurance
tradition was performed each

year in Norouz (beginning of the
Iranian New Year); the heads of
different ethnic groups as well
as others willing to take part,
presented gifts to the monarch.
The most important gift was
presented during a special
ceremony. When a gift was
worth more than 10,000 Derrik
(Achaemenian gold coin) the
issue was registered in a special
office. This was advantageous
to those who presented such
special gifts. For others, the
presents were fairly assessed
by the confidants of the court.
Then the assessment was
registered in special offices.

The purpose of registering was
that whenever the person who
presented the gift registered

by the court was in trouble, the
monarch and the court would
help him. Jahez, a historian
and writer, writes in one of his
books on ancient Iran: “[W]
whenever the owner of the
present is in trouble or wants

to construct a building, set up a
feast, have his children married,
etc. the one in charge of this

in the court would check the
registration. If the registered
amount exceeded 10,000 Derrik,



Who is a potential candidate
for disability insurance?

If you are not financial
independent or able to
maintain an income in the
event of disability or long
term illness then you review
whether disability insurance
is an option for you. As
disability insurance replaces
your income you need to
ask yourself whether you
can afford to go without
your work related income
into the future. There is no
requirement by law to have
a disability insurance policy.

What typically does

a disability insurance

policy cover?

Disability insurance
typically pays an income
stream to you in the event
of disability or long term
illness. Disability is a broad
term and covers a host of
afflictions that could cause
you to stop working. For the
exact list of conditions that
you are covered for, check
with your potential insurer.
Most policies cover

terms from 5 years up

to retirement age. The
payment level you receive
is purely down to the
premium you pay. The
higher the premium, the
higher the payment. Some
insurers even include
complementary health
sessions as part of their
package to assist your
recovery. Insurers are
beginning to offer more
and more with disability

insurance as they know
the sooner you get fit
and well, the sooner
they can stop paying.

What typically does

a disability insurance

policy not cover?

A standard disability
insurance will not cover
disability or illness to a
blue-collar worker. Blue
collar workers are in a
higher risk group so wont
be covered by a basic
policy. Normally, blue collar
workers will have to pay a
much higher premium to
have the same kind of cover
as a white collar worker.

Additional insurance products
that policy holders might
take out in this area

Many people also look at
health insurance policies,
which cover the medical
bills that are incurred is
crucial for the wellbeing of
each and every person.
Healthcare is getting
increasingly expensive and
without health insurance
potentially be unable to

get the medical treatment
you would like in a timely
fashion. Disability insurance
normally takes time to
establish as it is normally
means-tested. Health
insurance can fill the gap
between your first diagnosis
and your first disability
insurance payment.

Additional coverage for a
disability insurance policy
Disability insurance has

Health insurance
can fill the gap
between your first
diagnosis and
your first disability

insurance
payment.

two main variables, the
length of cover and the
percentage of income paid
to you. Additional coverage
amounts to the percentage
of income you would like
covered which generally
has a top limit of 65%,

and length of cover can
reach to retirement age. By
getting the full amount of
coverage, your premiums
will invariably go up.

What will disability
insurance typically cost?
Disability insurance plans
differ massively between
insurers. Shopping for
the most competitive

rate available will end

up costing you more
money in the long run.
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you are injured or ill and

are out of action for an
extended period of time, then
disability insurance is intended
to make up a percentage of
your income. Also known as
income protection insurance,
disability insurance varies
in a great degree with some
of the cheaper policies only
covering you for a period of
five years and better quality
insurers will make sure
you are looked after until
retirement age. Either way, if
you become disabled, that will
greatly impact your potential
for income and disability
insurance is a way of staying
solvent during this time.

81] Insurance and Knowledge issue 8 winter 2011




your beneficiaries. Obtain life
insurance quotes when you are
younger and in better health to
get lower rates.

If you have a life insurance policy
and have been making your
payments, your medical condition
can change and your policy

will still be in force. Insurers
recognize that there are gray
areas concerning a policyholder’s
medical history. As long as you
have shown no intent to deceive
your insurer, your life insurance
policy will be effective as soon

as your sign your contact. So,

if you have high blood pressure
and decide to stop taking your
medication, you won’t lose your
life insurance coverage. You

also won't invalidate your policy,
if you refuse medical treatment
for a potentially life-threatening
condition or if you decide to try
alternative medicine approaches.
If you health condition improves,
apply for life insurance quotes

to find out if you are eligible for
lower rates.

You may be healthier today than
you were when you first applied
for your life insurance policy. For
instance, if you can show that
your high blood pressure is under
control, you may be able to get
lower rates. Or, if you have quit
smoking for a certain number of
years, you may be able to get a
nonsmoker rate. You may also
be able to lower your premium,

) (Y

if you have given up dangerous
hobbies, such as scuba diving,
parachute jumping and rock
climbing. If your lifestyle or health
condition has become less risky,
apply for life insurance quotes to
find out if you are eligible for

When you are ready to buy a

life insurance policy, you can
call agents in your local area,
contact insurance companies
directly or use Insurance Quotes.
com to instantly get competitive
life insurance quotes from the
nation’s leading insurance
providers. Simply fill out a short
online form on InsuranceQuotes.
com to find the right insurance
coverage at the best possible
price in minutes. Take the time
to protect you and your family
today.
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When You Apply for Life Insurance

you plan to buy life

insurance to protect
your family, make sure you are
accurate about your medical
history when you fill out your
application. Most standard life
insurance policies include a
two-year contestable period,
during which time the insurer
can rescind a policy due to
misrepresentation or fraud found
on your form. Don’t omit any
relevant health information or
make any misrepresentations
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that may invalidate your policy.
Make sure you apply for life
insurance quotes to get the best
rates and the best coverage.

Before you sign a life insurance
policy, ask if there is a
contestable period. Most high-
value policies have them. The
contestable period can be for
one or two years. During this
time, the insurance company
can cancel your policy, if it

discovers you provided false or
incomplete medical information.
If an insurance company cancels
a policy, it generally will refund
the premiums you have paid.
However, some companies will
opt to adjust your insurance rates
to account for the increased
amount of risk. If you die during
the contestable period and

your insurer discovers fraud on
your medical application, the
company may rescind your policy
and decline to pay a claim to
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