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LIFE INSURANCE 

6-1 Basic Types Of Life Insurance: 

Life insurance companies have made available many 

types of life insurance contracts (policies) to meet 

individual needs. However, there are only three basic 

types of life insurance contracts: (1) whole life insurance, 

(2) term insurance, and (3) endowment insurance. Every 

life insurance contract is one of these three kinds or is a 

combination of them. The protection offered by any type 

of life insurance contract may also be deferred to a future 

date. Thus, in addition to the three basic types of 

insurance, a discussion of deferred life insurance is 

included in this chapter. 

6-2 Whole Life Insurance: 

A whole life insurance contract provides that the 

insurance company will pay the face value of the policy to 

the beneficiary upon the death of the insured, regardless of 

when the death occurs. The premium for a whole life 

insurance policy (simply called a whole life policy) may 

be paid by a single amount or in periodic payments. When 

a premium is payable periodically, there are two plans 

under which the premium may be paid. Under the straight 

life plan, premiums are payable until death, while under 

the limited payment life plan, premiums are payable for a 

specified number of years. Net premiums are computed at 

a nominal interest rate of 4% in all of the life insurance 

problems in this chapters as explained before. 
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