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Insurance Awarences

| 4 Mistakes That Can
Ruin Your Life Insurance

| Corporate Culture is a red flag

| Why Do Businesses Benefit

From Life Insurance on Employees
| 5 Keys to Finding the Right Life Insurance Agent
| How Utmost Good Faith is Applied in Practice
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Many people mistakenly believe that price is the only
differentiator for term life insurance. However, there
are important policy provisions that you should inves-

tigate before going with the lowest price.

Most term policies are “convertible,” meaning they
may be exchanged for a permanent type of life insur-
ance policy at a later date regardless of your future
health. Some policies also offer more generous con-
version privileges than others. Get an understanding
of how long the conversion option is available; the
most generous conversion privileges are available
for as long as you pay term policy premiums or to
a specific age, such as 70. Also, make sure to find
out if there are any restrictions on the type of policy
available for purchase under the conversion privilege.
Some policies offer just one type of permanent policy

at conversion, while others offer several.

Mistake No.3 — Making Late or Missed Pay-
ments

If you're considering buying a universal life policy
with secondary guarantees — low-premium guaran-
teed death benefits for life or for a specified period of
time — a late payment can have an impact on policy

benefits.

Universal life is a special type of permanent policy
that has been marketed as having longterm guaran-
teed protection at the lowest possible rate — it is very
different from term insurance. While many of these
types of policies have cash surrender value, universal
life with secondary guarantees focuses on maximiz-
ing the amount of insurance available per dollar of

premium.

Some of these policies can be sensitive to the timing
of premium payments. For example, if you happen to
miss a monthly payment — or are more than a month
late sending in your check — your guaranteed policy
may no longer be guaranteed. A policy purchased
with guaranteed coverage to age 100 might only pro-
vide protection to age 92 if one premium payment is
late or missed. Be sure to check with your company if
you think you're going to be late on a payment; many
will allow 30 to 60 days without changing the policy’s

guarantee.

Mistake No.4 - Borrowing From Your Policy
The cash value of a permanent policy can generally
be used for any reason you see fit, including tax-free
withdrawals and loans, if done properly. This is a
great benefit, but it must be carefully managed. If you
take too much money out of your policy and your poli-
cy “lapses,” or runs out of money, all the gains you've

taken out will become taxable.

If you have taken too much money out and your pol-
icy is about to lapse, you may be able to maintain
the policy by making additional premium payments,
assuming you can afford them. When accessing your
life insurance policy’s cash value, be sure to monitor it

closely to avoid any unwanted tax liability.

Conclusion

The decision to buy life insurance is an important one.
Make sure you do your homework, read your policy
and understand all of its provisions. While losing or
never buying life insurance may not ruin your life, it
will certainly hurt those people who you're buying it

for.
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4 Mistakes That Can Ruin Your Life Insurance

There are many good reasons to consider buying a
life insurance policy, such as a recent marriage, a
new baby, or a large debt purchase , that loved ones
would have trouble paying if something happened to
you. Or, perhaps you have witnessed firsthand the
impact a death has on a surviving family’s finances. If
you're in the market for life insurance or have recently
bought a policy, make sure you don't put your family’s

finances in jeopardy by making these mistakes.

Mistake No.1 — Waiting to Buy Insurance
Regardless of the reason, it's important to take action

as soon as you feel a policy is required. Life insurance

rates generally increase as people age or their health
deteriorates. And, in some cases, illnesses or health
problems may make you ineligible for coverage. The
longer you put off the buying decision the more the

insurance will probably cost — if you can buy it at all.

Mistake No.2 — Buying the Cheapest Policy
While it is important to shop for a policy that's priced
in line with the rest of the marketplace, that should not
be the sole consideration in your decision-making pro-
cess. Life insurance policies can be a bit complicated,
so it's a good idea to learn about policy features and

benefits.
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Corporate Culture is a red flag

by :Maher Sinjar

When' we speak about culture, we have to talk more
about people than rules and regulations, because the
culture is created by what we do and what we have to
do. Generally, the actions speaking loader than anything
when the culture is the objective.

Nowadays, the contemporary strategies in insurance
companies depend on the working people in those
companies with the aim of connecting between their
sub-culture and different geographies and the expected
culture module of the insurance company.

The culture of the company is the reflection of its units,
departments, people, economic environment, mission
and values .For this purpose a management behavior
modeling was created by the board of directors and a
communication plan was announced.

The compliance of the insurance company management to
this module is necessary and the board control is required
in order to guarantee that the management behavior is
consistent and in compliance with this module in order to
deliver the required culture.

In insurance companies, It is not very healthy to look at
the culture as a separated elements of others, all used
processes to bridge up the required culture module must
take into consideration other factors which organize
insurance company’s activities as customer service,

brokers and agents relationship management, insurance
and reinsurance activities, legal affairs activities, decision
making, managing employees, branches management,
, risk management, governance requirements, internal
auditing, anti- money laundering etc. All these factors
must come together.

The mission and value of the insurance company must
be enlightened in people behaviors and that needs a lot
of training and knowledge in order to change insurance
company’s values info reality.

It is normal to see that the companies have an ethic
code but it would be amazing to notice the behaviors
of all employees which reflect company culture module.
The company performance will be indirectly enhanced
through applying this culture module.

At the end, the challenge of converting the mission and
values of the company to some touchable behaviors is still
the giant challenge that must be treated by the board of
directors and the executive management.

All employees in the insurance company are responsible
to overcome all challenges that make the delivery of the
culture module a hard process. At the end the culture of
the insurance company is the mirror of all business aspects
and activates so let us keep this mirror clean to reflect our
insurance companies reality.
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Why Do Businesses Benefit From Life

Insurance on Employees

Buying life insurance on a key employee to protect the
business against the loss of that employee is widely
accepted as a legitimate business practice. However,
many large corporations have taken the practice to
extremes by buying life insurance on non-key employees
so they can reap the benefits when they die. It may be
controversial and morbid, but, within certain limits, it is

not illegal.

The Business Purpose of Owning Life Insurance
on an Employee

The practice of buying life insurance on an employee
is common and accepted in situations in which a
company stands to lose revenue and profits from the loss
of a key employee. Often times, a key employee is a
major contributor to the success of a company. When a
company loses a key employee to a premature death, it
can impact revenue if the employee plays a major role
in generating that revenue. Not only will the company
have to replace lost revenue, it has to expend substantial
resources to replace the employee. In these situations,
keyperson life insurance is often purchased, with the

company named as the owner and beneficiary of the

policy.

Life Insurance as a Revenue Generator
Larger corporations also purchase keyperson life

insurance on senior executives and employees who bring

critical human capital to the business. However, many
companies expanded the practice to include employees
up and down the value chain, including those who sweep
the floors and empty the garbage at night. As the owner
of these policies, a company collects tax-free death
benefits upon the death of the employee. Companies
that follow this practice offer as the reason the necessity
to use the proceeds to finance the increasing costs of
health care and pension obligations. Companies claim
that the tax advantages of life insurance make it the most
costeffective way to fund these obligations. However,
to outside observers, it simply looks like the company is

profiting from the death of employees.

The practice became so widespread that regulators
were compelled to step in and draw some boundaries,
disallowing corporate ownership of life insurance on
all but the highest-paid %35 of employees. In addition,
the employees must give their consent. However, for
companies the size of JPMorgan Chase & Co. (NYSE:
JPM), Wells Fargo & Co. (NYSE: WFC) and Bank of
America Corp. (NYSE: BAC), that still includes thousands
of employees, and hundreds of corporations engage in
the practice. It is estimated that hundreds of billions of
dollars of corporate-owned policies are in place, with
more than 1$ billion added each year. As current and
former employees die, the policies can provide the

companies with a steady stream of income in perpetuity.
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tax, you may want to purchase a permanent life insur-

ance policy with a cash value to help pay those taxes.

When you meet with an agent, pay attention to the
due diligence that the agent performs. An agent who
fails to ask probing questions about your financial
situation doesn’t have enough information to make
informed recommendations. In particular, avoid work-
ing with an agent who recommends products before

learning anything about you.

Agents Should Avoid Jargon

The life insurance industry uses plenty of arcane terms
to describe its products and services. A good agent
should explain what these terms mean in simple, clear
language. State financial agencies often provide glos-
saries that explain industry terms, but it is the agent’s
responsibility to make sure that you have a clear un-
derstanding of the product you are purchasing. A
good agent should provide you with a personalized
written document that summarizes your financial situa-
tion and describes the features of the proposed cover-

age in clear, simple language.

Agents Should Follow Up

Your life insurance needs change over time, and a
good agent should follow up with you periodically
to determine whether the product you purchased con-
tinues to be suitable. For example, if your dependent
children enter the workforce or your income changes,
then your life insurance needs may change as well. If
an agent fails to follow up regularly, then you should

seek out a new agent.

Agents Should Be Licensed

Make sure that your agent is licensed by the insurance

department in your state. One way to ensure that an
agent is qualified is to choose a member of the Na-
tional Association of Insurance and Financial Advisors
(NAIFA). The agents in this organization subscribe to
the organization’s code of ethics. Use the organiza-

tion’s search features to locate an agent in your area.

In addition, seek out agents who have one or more of
the professional financial service designations used in
the industry. These include the Chartered Life Under-
writer Chartered Financial Consultant issued by The
American College, Certified Financial Planner issued
by Certified Financial Planner Board of Standards,
and Registered Representative or Registered Principal
issued by the National Association of Securities Deal-

ers.

Understand the Agent’s Compensation

Agents and insurance brokers get paid for connecting
buyers with insurance companies. While most agents
get compensated with commissions, some receive
fees for their services. Most agents receive the bulk of
their commissions at the time of sale and then receive

monthly residuals from the insurance premiums.

Before you buy life insurance, understand how your
agent gets paid. If it seems that your agent is only
pushing products that give him or her a high commis-

sion, look for a new agent.
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5 Keys to Finding the Right
Life Insurance Agent

Choosing the right life insurance agent is the first and
most important step in obtaining coverage. A good
agent can help you make important decisions about
the type and amount of coverage you need, and ex-
plain confusing industry jargon. There are many ways
to find agents, including personal recommendations
from friends, lawyers and accountants, as well as
internet resources. However, not all agents offer the
same level of service. Pay attention to these key fac-

tors.

Agents Should Develop a Financial Profile
A good life insurance agent should get to know your

complete financial picture before recommending any

products. First, the agent should be familiar with your
attitude about risk and your income and tax bracket.
This information can help an agent figure out how
much coverage you need to provide for your depen-
dents if you die. Generally, if you have a higher in-
come, you require more coverage fo make up for a

larger shortfall in income.

The agent should inquire about your marital status and
dependents. The number of dependents correlates

with the amount of coverage that you need.

Finally, the agent should inquire about your assets.

For example, if your assets are subject to an estate
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Practical Meaning of Acting in Utmost Good Faith

Over the vyears, courts have dealt with complex
questions related to the doctrine of utmost good faith,
such as whether the obligation is sufficient basis for
an independent cause of action and to what extent it
applies to contract law. However, the basic principle
is fairly straightforward. The duty to act in good faith
means that the insured has the responsibility to honestly
and fully disclose all information that is relevant to an
insurer being able to make an informed decision to
accept the risk of providing insurance coverage at a
given price. The insured is further obligated to cooperate
with the insurer when filing a claim, and to file only fair

and honest claims.

On the opposite side, the insurer’s good faith obligation
includes responding to the filing of claims in a prompt
and honest manner, making a fair and honest assessment
followed by prompt payment, and not refusing to pay
claims without just cause. For example, if an insurer
refuses to pay a claim based on using the findings of
a medical generalist in preference to the findings of a
medical specialist, then the insurer is failing to act in

good faith.

The utmost good faith doctrine is commonly applied to
applications for life or health insurance. An applicant
for insurance has a positive duty to disclose all relevant
information that might reasonably have a bearing on
the insurens decision to provide coverage, and at what
premium price. Applying the doctrine to claims filed on a
life or health insurance policy, a court may well find that
an insurer is not required to pay a claim if the insured
provided false, misleading or incomplete information
on his application, such as presenting himself as a non-

smoker when he is, in fact, a smoker.

Utmost Good Faith as Applied to Reinsurance

The principle of acting in utmost good faith in the context
of reinsurance means an imperative for the ceding
company to clearly communicate to the reinsurer all
relevant representations of the original insured party,
along with any other relevant information that the ceding
company has which could reasonably be considered
material to the reinsurers risk. This obligation applies
regardless of whether the ceding company obtained the
information before or after providing insurance coverage

to the original insured.

Suppose an insurance company provided a policy
for property insurance against storm damage, and
subsequently sought to purchase reinsurance to offload
its risk exposure from that policy. Then assume that, after
issuing the original policy, the ceding company learned of
significant construction faults that increase the likelihood
that the property will sustain a large amount of damage
in the event of a storm. Even if the ceding company did
not possess this information when it issued the original
policy, it is nonetheless obligated to communicate the
information to the reinsurance firm when applying for

reinsurance.

Companies failing to act in good faith in the reinsurance
market increase costs because reinsurers have to
redundantly investigate and verify the risk assessment
already conducted by the cedent, or alternatively, raise

premiums to cover an uncertain level of risk.

The Bottom Line

Insurance relationships between insurer and insured are
inherently based on trust. The principle of utmost good
faith is an articulation of the need for both parties to act
in a completely open and honest manner with each other

to facilitate access to services at a fair market price.
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How Utmost Good Faith is
Applied in Practice

«Utmost good faith» is the common English translation of the Latin phrase «uberrimae fidei,» alternately translated
as «most abundant faith,» and designates the crucial principle that all parties to a financial transaction have an
obligation to act in an open, honest, fair and trustworthy manner toward the other parties in a contractual relationship,

such as that which exists between insurer and insured.

History of the Good Faith Doctrine

The doctrine of utmost good faith was first formally recognized in the 18th century, in British maritime insurance law.
Lord Mansfield is credited with articulating the principle in the seminal legal case of Carter v. Boehm. A critical point
noted by Lord Mansfield was that the duty to act in good faith is reciprocal, applying to both parties in a contractual
or other legal circumstance. Further, the doctrine is to be understood as not just a basic obligation to avoid acting in

bad faith, but a positive imperative to act in good faith.

Although the principle is applied across a wide range of business and legal matters, there has been great emphasis in
recent years on its application to reinsurance services. Reinsurance is insurance that one insurance company, known
as the «ceding company,» obtains from another insurance company, known as the «reinsurer,» for the purpose of
reducing risk exposure. The management of portfolio risk through the purchase of reinsurance is such a critical service

in the industry that a number of insurance companies specialize in providing reinsurance.
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