14 questions people ask about life insurance

When it comes to life insurance, it's important to ask the right questions to ensure you make an
informed decision. In this article, we will address fourteen 14 questions people ask about life
insurance. By understanding these key aspects, you'll be well-equipped to navigate the world of
life insurance and choose a policy that provides the necessary protection for you and your loved
ones.

1. What is life insurance?

A life insurance policy is a contract between a person (the policyholder) and an insurance
company. In exchange for premium payments, the insurance company agrees to pay a
predetermined sum of money (the death benefit) to the policyholder's beneficiaries upon the
policyholder's death. This financial protection can help cover expenses such as funeral costs, and
outstanding debts, and provide ongoing financial support for the policyholder's loved ones.

2. Why do I need life insurance?
Life insurance is important for several reasons:

Income Replacement: If you have dependents who rely on your income, life insurance can
provide financial support to your loved ones if you pass away.

Debt and Expenses: Life insurance can help cover outstanding debts, such as a mortgage, car
loans, or credit card bills, as well as funeral expenses and other final costs.

Education: It can ensure that your children's education expenses are covered.

Business Protection: Life insurance can also be used to protect a business in case of the
death of a key person or partner.

Financial security: It can offer financial security to your survivors by way of covering taxes
and estate settlement costs.

3. What are the different types of life insurance available, and
which one is suitable for my needs?

There are several different types of life insurance policies available, each designed to meet
specific needs and objectives. Understanding these options can help you choose the most
suitable policy for your individual circumstances. Here are some of the common types of life
insurance:

e Term Life Insurance: Term life insurance provides coverage for a specific period,
usually 10, 20, or 30 years. It offers a straightforward approach with a fixed death benefit
and affordable premiums. This type of policy is ideal for individuals who have temporary
needs, such as paying off a mortgage or providing income replacement until children are
financially independent.

e Whole Life Insurance: Whole life insurance provides coverage for your entire
lifetime. It includes a death benefit and a cash value component that develops over time.
Premiums for whole life insurance are typically higher than term life insurance, but they
remain level throughout the life of the policy. This type of policy is suitable for



individuals who want lifelong coverage and value the ability to accumulate cash value
over time.

e Universal Life Insurance: Universal life insurance offers flexibility in premium
payments and death benefit amounts. It consists of a death benefit component and a
cash value component, which earns interest based on prevailing market rates. This type
of policy allows you to adjust the premium and death benefit to accommodate changing
financial circumstances. Universal life insurance is suitable for individuals who desire
flexibility and the potential for cash value growth.

e Variable Life Insurance: Variable life insurance combines a death benefit with
investment options. Policyholders can allocate their premiums to various investment
accounts, such as stocks or bonds. The cash value and death benefit could fluctuate based
on the performance of the selected investments. Variable life insurance is suitable for
individuals who are comfortable with investment risk and seek potential growth in their
policy's cash value.

e Indexed Universal Life Insurance: Indexed universal life insurance offers a death
benefit and a cash value component linked to a specific market index, such as the S&P
500. The cash value growth is tied to the performance of the chosen index, providing the
potential for higher returns. This type of policy offers a balance between flexibility and
the opportunity for cash value growth.

To determine which type of life insurance is suitable for your needs, consider factors such as
your financial goals, budget, age, health condition, and the specific needs of your beneficiaries.
Term life insurance may be a good choice if you have temporary financial obligations and seek
affordable coverage. If you desire lifelong protection and the ability to accumulate cash value,
whole life or universal life insurance might be appropriate. Variable life insurance and indexed
universal life insurance are more suitable for individuals who are comfortable with investment
risk and seek potential growth.

4. Are physical exams necessary for life insurance policies?

While some life insurance policies do require a physical exam, not all of them do. It might be
advantageous for you to opt for a medically underwritten policy, which involves a physical exam
if you meet the criteria. The underwriting process is crucial in life insurance, as it involves
insurance companies evaluating the risk associated with insuring an individual. This evaluation
is typically based on statistical analysis using actuarial data that determines the life expectancy
of individuals based on factors such as age, gender, and health status. Applicants in good health
who are non-smokers typically receive the most favorable rates.

On the other hand, "simplified issue" policies do not necessitate a medical exam, and
"guaranteed issue" policies do not require any health-related questions. However, in these cases,
the insurer assumes a greater risk and charges higher premiums because they lack the means to
assess your health status or verify your medical history without a medical evaluation. It's worth
noting that some individuals may be unaware of underlying health conditions, such as
hypertension until they undergo a life insurance exam.

5. What is a life insurance beneficiary, and how do I choose
one?



A life insurance beneficiary is the person or entity designated to receive the death benefit from
your life insurance policy upon your death. You can choose one or multiple beneficiaries, and
you can also designate primary and contingent beneficiaries. Primary beneficiaries receive the
death benefit first, while contingent beneficiaries receive the benefit if the primary beneficiaries
are unable or unwilling to accept it.

When choosing a beneficiary, consider the following:

e Relationship: Typically, beneficiaries are close family members, such as a spouse,
children, or parents. However, you can also choose friends, business partners, or even
charitable organizations.

e Financial needs: Consider the financial needs of your beneficiaries, such as ongoing
living expenses, education costs, or debt repayment.

e Age and legal capacity: Minors or individuals with limited legal capacity may require
a legal guardian or trust to manage the death benefit on their behalf.

e Tax implications: Be aware of potential tax implications for your beneficiaries, as the
death benefit may be subject to estate or inheritance taxes.

6. Can I have multiple life insurance policies?

Yes, you can have multiple life insurance policies from different insurance companies or even
the same company. This strategy, known as "laddering" or "layering," can help you customize
your coverage to meet your changing financial needs over time. For example, you might
purchase a 30-year term policy to cover your mortgage and a 20-year term policy to provide for
your children's education expenses. When considering multiple policies, ensure that the

combined coverage amount aligns with your financial goals and that the premiums are
affordable.

7. What factors affect the cost of life insurance premiums?
Several factors can influence the cost of life insurance premiums, including;:

e Age: Generally, younger individuals pay lower premiums, as they are considered lower
risk.

e Gender: Women typically pay lower premiums than men, as they have a longer average
life expectancy.

e Health: Individuals with pre-existing medical conditions or a history of health issues
may pay higher premiums. A medical exam may be required to assess your health status.

e Lifestyle: Risky behaviors, such as smoking or excessive alcohol consumption, can lead
to higher premiums. Engaging in hazardous hobbies or occupations may also impact
your premium.

e Policy type: Term life insurance policies usually have lower premiums compared to
permanent life insurance policies.

e Coverage amount: Higher coverage amounts typically result in higher premiums.

e Policy term: Longer policy terms may result in higher premiums.

e Riders: Adding optional riders to your policy, such as a waiver of premium or
accelerated death benefit, can increase your premium.



8. How does the premium payment structure work?

When considering a life insurance policy, it's crucial to grasp the cost and payment structure.
Here's an overview of how it works and what you should know:

Premiums: These are regular payments to maintain your coverage. The amount is
based on factors like age, health, occupation, lifestyle choices, and coverage amount.
Younger, healthier people typically pay reduced premiums.

Underwriting: Insurance companies assess your risk through underwriting,
considering factors like medical history and exams. Pre-existing conditions or high-risk
activities may increase premiums or result in exclusions.

Policy Expenses: Administrative fees, commissions, and mortality charges are
expenses included in the premium. Review the policy documents for transparency.
Level Premiums: Many policies offer level premiums, meaning they stay constant
throughout the policy's duration. While initially higher, they provide predictability and
ease of budgeting.

Renewability and Conversion: Some term policies allow renewal without
underwriting, but premiums increase with age. Conversion to permanent policies may be
possible without an exam, but premiums may rise.

Cost Comparison: Compare quotes from multiple insurance companies to find the
best value. Consider underwriting guidelines, pricing structures, and policy features.
Consult an insurance professional for assistance.

Remember, cost shouldn't be the sole factor when choosing a policy. Assess the financial
strength of the company, policy features, and coverage needs.

Understanding the premium payment structure helps you make an informed decision aligned
with your budget and provides the necessary protection for your loved ones.

9. Can I customize the policy with additional riders or benefits

to enhance coverage?

When considering a life insurance policy, you may have the option to customize it with
additional riders or benefits to enhance your coverage. These riders offer added protection and
flexibility to tailor the policy to your specific needs. Here are some common riders and benefits
you might consider:

Accelerated Death Benefit Rider: This rider allows you to receive a portion of the
death benefit in advance if you are diagnosed with a terminal illness or a specified critical
illness. It provides financial support to cover medical expenses or other financial
obligations during a difficult time.

Waiver of Premium Rider: With this rider, if you become disabled or unable to work
due to illness or injury, the insurance company waives your premium payments. This
ensures that your coverage remains in force even if you're unable to pay the premiums,
providing continued protection for your loved ones.

Guaranteed Insurability Rider: This rider allows you to purchase additional
coverage at specific intervals without undergoing medical underwriting. It is useful if you
anticipate a need for increased coverage in the future, such as after the birth of a child or



a significant life event, as it offers the flexibility to secure additional protection without
proving insurability again.

Accidental Death Benefit Rider: This rider provides an additional death benefit if
you die as a result of an accident. It supplements the base policy's death benefit, offering
extra financial protection for your beneficiaries in the event of accidental death.

Child Term Rider: This rider provides coverage for your children. In the unfortunate
event of a child's death, this rider pays a death benefit that can help cover funeral
expenses and provide financial support for the family during a difficult time.

Return of Premium Rider: With this rider, if you outlive the term of your policy, a
portion or all of the premiums you've paid are returned to you. While the premiums for a
policy with a return of premium rider are typically higher than a regular term policy, it
offers the benefit of a potential refund if the policy is not utilized.

Long-Term Care Rider: This rider provides coverage for long-term care expenses if
you require assistance with activities of daily living or suffer from cognitive impairment.
It can help cover costs associated with home care, nursing homes, or assisted living
facilities.

Income Replacement Rider: This rider offers an additional income stream to your
beneficiaries if you pass away. It provides regular payments over a specified period,
helping to replace lost income and provide financial stability for your loved ones.

When considering riders and benefits, it's important to evaluate your specific needs, budget, and
long-term goals. Assess the potential benefits each rider offers and consider the associated costs.
While riders can enhance your coverage, they may increase the premium amount.

Customizing your life insurance policy with riders and benefits allows you to tailor the coverage
to meet your unique requirements, providing additional financial security and peace of mind for
you and your loved ones.

10. Are there any exclusions or limitations to coverage, such

as suicide clauses or risky activities?

Life insurance policies often come with certain exclusions or limitations to coverage. These
provisions are in place to mitigate risks and ensure the financial stability of the insurance
company. It's essential to understand these exclusions and limitations before purchasing a
policy. Here are some common examples:

Suicide Clause: Most life insurance policies have a suicide clause that stipulates that
the death benefit will not be paid if the insured person dies by suicide within a specific
period after the policy is issued (usually within the first two years). However, after this
initial period, the full death benefit is typically paid, regardless of the cause of death.
Contestability Period: The contestability period is typically the first two years of the
policy, during which the insurance company has the right to contest the validity of the
policy and investigate any discrepancies or misrepresentations made by the policyholder
during the application process. If the insurer discovers material misrepresentation or
fraud, they may deny the claim or adjust the benefits accordingly.

Pre-existing Condition Exclusions: Insurance companies may exclude coverage for
pre-existing medical conditions for a specified period, usually within the first one to two
years of the policy. Any claim related to a pre-existing condition during this exclusion



period may be denied. It's crucial to provide accurate medical information during the
application process to avoid potential coverage issues.

Risky Activities or Hobbies: Certain high-risk activities or hobbies may be excluded
from coverage or require additional premium payments. Examples include skydiving,
scuba diving, rock climbing, and participation in extreme sports. It's important to
disclose these activities during the application process to ensure the policy covers them
adequately.

Misrepresentation of Health and Lifestyle: Providing inaccurate or false
information about your health, lifestyle, or habits during the application process can lead
to claim denials or policy cancellations. It's essential, to be honest and provide accurate
information to avoid any adverse consequences.

War or Act of Terrorism Exclusions: Life insurance policies may exclude coverage
for death caused directly or indirectly by acts of war, declared or undeclared, or acts of
terrorism. The specific exclusions and limitations related to these events may vary
between insurance companies and policies.

Illegal Activities: Engaging in illegal activities at the time of death may result in the
denial of the death benefit. Insurance companies generally exclude coverage if the
insured person's death is a result of their participation in illegal acts or criminal
activities.

It's worth noting that different insurance companies and policy types may have varying
exclusions and limitations.

Remember, transparency and accuracy in providing information during the application process
are essential to avoid coverage issues or claim denials in the future.

How do I file a life insurance claim?

To file a life insurance claim, follow these general steps:

.

ii.

iii.

iv.

Contact the insurance company: Notify the insurance company of the policyholder's
death by calling their customer service or claims department. They will then guide you
through the claim process.

Gather required documents: Prepare the necessary documents, including the death
certificate, policy documents, and any other requested forms or proofs.

Complete claim forms: Fill out the claim forms provided by the insurance company,
providing accurate information about the deceased and the beneficiaries.

Submit the claim: Send the completed claim forms and supporting documents to the
insurance company via mail, email, or their online portal.

Follow up: Stay in touch with the insurance company to ensure the claim is being
processed, and provide any additional information if requested.

Receive the benefit: Once the claim is approved, the insurance company will
distribute the death benefit to the designated beneficiaries.

Remember that the specific claim process can vary between insurance companies, so it's
essential to follow the instructions provided by your insurance company when filing a claim.



12. Can the policy be converted to a different type of life

insurance in the future if my needs change?

The ability to convert a life insurance policy to a different type in the future can be an important
feature for policyholders whose needs change over time. Policy conversion allows individuals to
adjust their coverage to better align with their evolving financial circumstances. Here's an
overview of converting a life insurance policy and what you should know:

Convertible Life Insurance Policies: Some life insurance policies, particularly
permanent life insurance policies like whole life or universal life insurance, come with a
conversion option. This means that policyholders have the right to convert their existing
policy to a different type of policy offered by the same insurance company without the
need for additional underwriting or medical evaluations.

Conversion Eligibility and Timeframe: The policy contract will specify the
eligibility criteria and the conversion timeframe. Typically, conversion options are
available during a specific period, such as the first 10 to 20 years of the policy. It's
important to understand the conversion window and any associated limitations or
conditions.

Available Policy Types for Conversion: The insurance company will provide a list
of policy types that are eligible for conversion. The available options may include
different types of permanent life insurance, such as whole life, universal life, or variable
life insurance. It's crucial to review the options and consider how they align with your
long-term financial goals and coverage needs.

No Underwriting or Medical Evaluations: One of the advantages of converting a
policy is that it typically eliminates the need for additional underwriting or medical
evaluations. This means that if your health has changed since the original policy was
issued, you can still convert to a different policy without facing potential premium
increases or coverage limitations due to new health conditions.

Premium Adjustments: When you convert a policy, the premium structure may
change. The premium for the new policy will be based on your age at the time of
conversion and the coverage amount of the new policy. It's important to review the
premium adjustments and ensure they fit within your budget and financial plans.
Policy Features and Benefits: The converted policy may have different features and
benefits compared to the original policy. It's crucial to carefully review the new policy
contract to understand any changes in death benefit options, cash value accumulation,
investment options (if applicable), and any additional riders or benefits that may be
available.

Consultation with an Insurance Professional: Before making a decision to
convert a policy, it's advisable to consult with an insurance professional or financial
advisor. They can assess your current needs, evaluate the available options for
conversion, and provide guidance on the potential benefits and drawbacks of converting
the policy.

Policy Conversion Limitations: It's important to be aware that there may be
limitations on the conversion process. For example, the conversion may be subject to a
minimum or maximum coverage amount, or there may be limitations on the type of
policy that can be converted to. It's essential to review the policy contract and discuss
any limitations with the insurance company or advisor.



e Policy Conversion Fees: Some insurance companies may charge a conversion fee
when policyholders choose to convert their policy. The conversion fee covers
administrative costs associated with the conversion process. It's important to understand
if any fees apply and how they may impact the overall cost of the converted policy.

Policy conversion can be a valuable feature that allows policyholders to adapt their coverage to
their changing needs without the need for new underwriting or medical evaluations.
Understanding the conversion eligibility, available policy types, premium adjustments, and any
associated limitations or fees will help you make an informed decision regarding the conversion
of your life insurance policy.

13. Are there any discounts or incentives available, such as
bundling life insurance with other insurance products?

When considering a life insurance policy, it's important to explore discounts and incentives that
can save you money and enhance your coverage. Insurance companies frequently offer various
discounts and incentives to attract customers and promote the purchase of multiple insurance
products. Here are some prevalent options to consider:

e Multi-Policy Discount: Bundling multiple insurance policies together, like life, auto,
home, or health insurance, can lead to significant savings on premiums through a
multi-policy discount.

e Preferred Rates: Individuals who meet specific health and lifestyle criteria, such as
excellent health, healthy habits, and a favorable family medical history, may qualify for
preferred rates, which are typically lower than standard rates.

e Non-Smoker Discount: Non-smokers or those who haven't used tobacco products
within a specified period often receive discounts on life insurance premiums, making
quitting smoking a potential long-term cost-saving measure.

¢ Good Health Discounts: Some insurers offer discounts or reduced premiums to
policyholders who undergo regular health screenings, maintain good overall health, or
participate in wellness programs.

e Age-Based Discounts: Younger policyholders may be eligible for age-based discounts
since purchasing life insurance at a younger age is generally considered lower risk.

e Group Insurance Discounts: Membership in professional associations, alumni
groups, or organizations offering group life insurance plans may qualify you for
discounted rates due to the larger pool of insured individuals.

e Loyalty Discounts: Renewing policies with the same company over an extended
period can earn loyalty discounts or rewards, with incentives typically increasing over
time.

e Payment Discounts: Opting for annual or semi-annual premium payments instead of
monthly installments can result in discounts from some insurers.

e Healthy Lifestyle Incentives: Insurers may offer incentives or programs encouraging
policyholders to maintain a healthy lifestyle, such as discounted gym memberships,
wellness coaching, or discounts on health-related products and services.

e Online Application Discounts: Applying for coverage online often leads to discounts
or incentives as it streamlines the process and reduces administrative costs for the
insurer.



When researching life insurance policies, it's important to inquire about any available discounts
or incentives. Insurance companies may have specific eligibility criteria or requirements for
these discounts, so it's essential to understand the terms and conditions associated with each
discount before making a decision.

By taking advantage of these discounts, you can potentially reduce your premiums and enhance
the overall value of your life insurance coverage.

14. How are death benefits paid?

Unless the beneficiary elects to receive the benefit as an annuity or in installment installments,
the death benefit is paid out as an income tax-free lump amount. There are a few policies in
which the premium is paid using pre-tax dollars (for example, some employee benefit plans);
however, the death benefit may not be income tax-free in that situation. A death benefit can also
be split: the policyholder can name more than one beneficiary, such as sharing the payment
evenly (or not) among their children.

Concluding Remarks

Life insurance is a crucial financial tool that provides peace of mind and financial security for
you and your loved ones. By asking the right questions and understanding the nuances of life
insurance, you can make an informed decision that aligns with your needs and goals. From
exploring the different types of policies available to determine the appropriate coverage amount,
considering additional riders or benefits, understanding the cost structure, and being aware of
exclusions or limitations, you now have a solid foundation of knowledge to navigate the world of
life insurance.

Remember, it's important to assess your individual circumstances, consult with professionals,
and review policy details carefully to ensure you choose a policy that provides the necessary
protection and meets your long-term financial objectives. With the right life insurance policy in
place, you can have peace of mind knowing that your loved ones will be financially secure even
in your absence.

Call us now at 1-866-311-3140 to get your free quote.
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