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Q.

Who can take out a policy on my life?

A.

An insurable interest is required to obtain a life insurance policy on another. You,
individuals closely related by blood or law to you, such as a spouse or children,
have an insurable interest on your life. In some circumstances, a person with a
substantial economic interest, such as certain employers or a business partner,
may have an insurable interest.

Q.

Must my beneficiary have an insurable interest?

A.

No. If you buy a policy on your own life, you become the owner of the policy. As
the owner, you can name anyone as beneficiary, including your estate, a charity,
friend or a stranger.

Q.

I just learned that even though my whole life insurance policy is
accumulating cash value and I have never borrowed against the policy, my
beneficiary will only get the face amount of the policy and will not receive
the cash value that the policy accumulated. Is that true?

A.

A beneficiary will receive the death benefit in the policy. However, some whole
life policies may pay both the policy amount and the cash value. You should
inquire about this provision with your insurance professional before purchasing a
whole life insurance policy.

Q.

My grandmother recently passed away and I was a beneficiary to her life
insurance policy. Will I have to pay taxes on the money that I received from
the policy?

A.

Generally, life insurance proceeds you receive as a beneficiary are not included
in gross income. However, there are situations where interest earned under a
policy may be taxable. Consult your tax professional for information specific to
your situation.

Q

If I take a loan out against my life insurance policy, will I have to pay taxes
on this loan?

A.

In general, taking out a loan against your life insurance policy does not count as
taxable income. There may be tax consequences if the policy lapses. You
should consult your insurance professional and tax adviser.

Q.

My mother has paid more into her life insurance policy than the death
benefit that will be paid out. Is this legal?

A.

Life insurance premiums are based on the likelihood that someone will die before
reaching a predicted age. The insurer may refund excess premium or the policy
may provide an increase in cash value. Check with your tax advisor to learn if
there are tax consequences from payment of excess premium.

Q.

I took out a life insurance policy on my child who is now grown and the
insurance company is saying I cannot change the beneficiary. Can they do
that?

A.

A typical child policy is a term life policy or rider that covers a child to a certain
age. These policies terminate automatically at a certain age, often 25, and may
be converted to a whole life insurance policy. If your adult child converts the
policy to a permanent life insurance product, your adult child will be the owner
and will pay the premiums. Your ability to make changes to the named
beneficiary is governed by the terms of the policy.

Q.

We’re no longer married so my ex-spouse no longer has an insurable
interest. How do I get my life insurance policy back?

A.

Insurable interest is determined at the time of policy inception. If your spouse
legally took out the policy while you were married, and your spouse is the owner
when you divorce, your ex-spouse remains the owner. Your ex-spouse can
transfer ownership to you or another person with insurable interest.

