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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. What is true about a policy that pays for room and board expenses on an
indemnity basis?
A. The policy pays a stated amount per day in the hospital with no limit

regardless of the number of days
B. The policy pays a specified, pre-established amount per day for a maximum

number of days
C. The policy pays a percentage of the total cost per day in the hospital up to 30

days
D. The policy pays only a percentage of what is considered to be usual,

customary, and reasonable

2. Which of the following would be considered a speculative risk?
A. The possibility your car is totaled in an auto accident
B. The possibility the painting you bought might be a long-lost masterpiece
C. The possibility you will die on the job at a young age
D. The possibility you will become disabled

3. Why does Alabama encourage the purchase of Long-Term Care Insurance
through its LTC 'Partnership Program'?
A. All of the answers listed
B. Allows Medicaid to disregard some or all of your assets for Medicaid eligibility
C. Requires Medicaid to disregard some or all of your assets during estate

recovery
D. Provides you with asset protection

4. What is the primary source of support for Medicare Part A?
A. Local tax revenues
B. Federal bond fund
C. Medicaid
D. Social Security payroll taxes

5. What typically happens if an applicant does not pay their premium?
A. The policy will automatically renew
B. The insurer will cancel the policy
C. The policy remains in force until the renewal date
D. The insurer will contact the applicant for a grace period
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6. Under Alabama law, which of the following is a requirement for a health
maintenance organization (HMO)?
A. Must have a license from the federal government
B. Must provide state-subsidized healthcare
C. Must contract with healthcare providers to offer services
D. Must limit enrollment to state residents only

7. When an applicant for life insurance faces potential financial loss in the
event of injury or sickness of an insured, it is said the applicant has:
A. Beneficiary status
B. Incidents of ownership
C. Indemnity rights
D. Insurable interest

8. Who appoints the Commissioner of insurance in Alabama?
A. Appointed by the house of representatives
B. Appointed by the president of the United States
C. Voted into office by primary elections
D. Appointed by the governor

9. A policy that pays out benefits without requiring proof of loss is known as
a(n):
A. Indemnity Policy
B. Non-indemnity Policy
C. Conditional Policy
D. Uncertain Policy

10. What does a split-dollar plan typically entail?
A. Insuring key employees for the sole benefit of the employer
B. Splitting costs of additional insurance between employee and employer
C. Providing a retirement plan for the employee
D. Part of a buy-sell agreement
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Answers
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1. B
2. B
3. A
4. D
5. B
6. C
7. D
8. D
9. B
10. B
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Explanations
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1. What is true about a policy that pays for room and board expenses on an
indemnity basis?
A. The policy pays a stated amount per day in the hospital with no limit

regardless of the number of days
B. The policy pays a specified, pre-established amount per day for a maximum

number of days
C. The policy pays a percentage of the total cost per day in the hospital up to 30

days
D. The policy pays only a percentage of what is considered to be usual,

customary, and reasonable
A policy that pays for room and board expenses on an indemnity basis provides benefits that are structured as a
specified, pre-established amount per day, but it typically also includes a maximum number of days for which
benefits can be received. This means that the insured knows exactly how much they will receive each day they
are in the hospital, allowing for better financial planning. Importantly, even though the payment is made based
on the number of days covered, there is a limit on how long the benefits will be paid out, which helps the insurer
manage risk and potential payout costs.  In contrast, other options do not accurately describe indemnity
policies. For instance, a policy paying a stated amount per day with no limit offers an unrealistic scenario, as
most policies will have caps to avoid excessive payouts. Similarly, a policy that covers only a percentage of the
total cost or what is usual and customary is more aligned with expense-based reimbursement policies, rather
than indemnity coverage, which provides a set daily benefit without regard to the actual expenses incurred.

2. Which of the following would be considered a speculative risk?
A. The possibility your car is totaled in an auto accident
B. The possibility the painting you bought might be a long-lost masterpiece
C. The possibility you will die on the job at a young age
D. The possibility you will become disabled

Speculative risk involves situations where there is the potential for both loss and gain, creating uncertainty
regarding the outcome. When considering the scenario of the painting you bought potentially being a long-lost
masterpiece, this perfectly illustrates speculative risk. There is a chance the value of the painting could increase
dramatically if it turns out to be a significant piece of art, providing a financial gain. Conversely, if it turns out to
be of little value, you could incur a loss.  This characteristic of having both upside and downside makes it
distinctly different from pure risks, which are situations where the only possible outcomes are loss or no loss. In
the other scenarios presented, while they all involve potential negative outcomes, they do not offer the
possibility of a financial gain, which is essential for classifying something as speculative.   Thus, the option
involving the painting stands out as the only scenario where both positive and negative outcomes exist,
solidifying it as the correct choice for identifying a speculative risk.
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3. Why does Alabama encourage the purchase of Long-Term Care Insurance
through its LTC 'Partnership Program'?
A. All of the answers listed
B. Allows Medicaid to disregard some or all of your assets for Medicaid eligibility
C. Requires Medicaid to disregard some or all of your assets during estate

recovery
D. Provides you with asset protection

The Alabama Long-Term Care Partnership Program is designed to encourage individuals to purchase Long-Term
Care Insurance by providing significant benefits in terms of asset protection and Medicaid eligibility. By
participating in this program, individuals can protect some or all of their assets from being counted when
determining eligibility for Medicaid. This asset protection allows individuals to plan for long-term care needs
without the fear of depleting their life savings.  When you purchase a qualifying Long-Term Care Insurance policy
through the Partnership Program, the state agrees to disregard the value of your insurance policy when
calculating resources for Medicaid eligibility. This means that you can maintain a greater level of personal
wealth while still being eligible for Medicaid should you require long-term care.  Additionally, the program
mandates that, during estate recovery, which typically follows the death of the Medicaid recipient, certain assets
can be protected from recovery by the state. This further incentivizes individuals to invest in Long-Term Care
Insurance, knowing that it can provide them with a safety net while ensuring they have some level of asset
protection.  In summary, the Alabama Long-Term Care Partnership Program encourages the purchase of
Long-Term Care Insurance by offering asset protection, allowing for disregarding assets in Medicaid eligibility
determinations, and enhancing overall security in long-term care planning. Therefore, the option that

4. What is the primary source of support for Medicare Part A?
A. Local tax revenues
B. Federal bond fund
C. Medicaid
D. Social Security payroll taxes

The primary source of support for Medicare Part A comes from Social Security payroll taxes. These taxes are
collected from employees and employers and are specifically designated to fund Medicare. When a worker earns
wages, a portion is deducted as a payroll tax, and this contributes to the Medicare trust fund. This funding
mechanism is crucial because it ensures that Medicare Part A, which provides hospital insurance and covers
inpatient care, is financially supported by a steady stream of revenue directly linked to the earnings of workers. 
Other sources mentioned do not play a significant role in supporting Medicare Part A. Local tax revenues do not
fund Medicare, as it is a federal program primarily supported by federal funds. Federal bond funds generally
pertain to financing government projects, rather than being a direct source of revenue for Medicare. Medicaid
operates as a different program designed to assist low-income individuals and families and does not provide
direct funding for Medicare. Understanding the essential role of Social Security payroll taxes in funding Medicare
Part A helps clarify how this program is sustained over time.
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5. What typically happens if an applicant does not pay their premium?
A. The policy will automatically renew
B. The insurer will cancel the policy
C. The policy remains in force until the renewal date
D. The insurer will contact the applicant for a grace period

When an applicant fails to pay their premium, the insurance policy is usually subject to cancellation by the
insurer. Insurers rely on premium payments to maintain an active policy and cover the risk associated with
providing insurance protection. If premiums are not remitted according to the schedule outlined in the policy, the
insurer is typically empowered to terminate the agreement due to non-payment.  In most cases, insurance
policies include specific provisions regarding non-payment, which typically detail the insurer's rights to cancel
the policy and the potential for grace periods. However, once the grace period elapses—if applicable—and the
payment has not been received, the insurer will proceed with cancellation. This underscores the critical nature of
timely premium payments in keeping an insurance policy in effect.

6. Under Alabama law, which of the following is a requirement for a health
maintenance organization (HMO)?
A. Must have a license from the federal government
B. Must provide state-subsidized healthcare
C. Must contract with healthcare providers to offer services
D. Must limit enrollment to state residents only

A health maintenance organization (HMO) is required to contract with healthcare providers to offer a range of
medical services to its members. This contracting enables the HMO to manage healthcare costs effectively while
providing access to a defined network of doctors, hospitals, and other medical services. By establishing such
contracts, the HMO can ensure that its members receive coordinated care from providers who agree to deliver
services under specific conditions and rates, which is central to the HMO model of managed care.  The necessity
for contracts with healthcare providers is foundational to how HMOs operate, allowing them to maintain a
structure that prioritizes preventive care and cost control. Therefore, this requirement is essential for ensuring
that members have access to healthcare services as part of their membership, meeting both regulatory
expectations and the organizational goals of improving health outcomes while managing expenses.  Regarding
the other options, they do not accurately represent what is required by law for an HMO in Alabama. Federal
licensing is not necessary for HMOs, as they primarily operate under state regulations. There is no stipulation for
state-subsidized healthcare, allowing HMOs to operate independently of state financial support. Additionally,
limiting enrollment only to state residents is not a strict requirement, as HMOs can serve a broader population
based on their
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7. When an applicant for life insurance faces potential financial loss in the
event of injury or sickness of an insured, it is said the applicant has:
A. Beneficiary status
B. Incidents of ownership
C. Indemnity rights
D. Insurable interest

The correct answer is insurable interest. This concept is fundamental in insurance, particularly life insurance, as
it ensures that the applicant has a legitimate interest in the preservation of the insured's life. Insurable interest
exists when the applicant would suffer a financial loss or hardship upon the insured's death or disability. This
principle helps prevent moral hazard and fraudulent claims, as it requires a tangible relationship between the
applicant and the insured.  In the context of life insurance, insurable interest typically exists between individuals
who have close personal, financial, or legal relationships, such as family members, business partners, or those
with a financial obligation to one another. For example, a spouse typically has insurable interest in their partner's
life because they would face financial hardship in the event of that partner's death.  The other concepts do not
directly address the relationship of financial loss in the same manner. Beneficiary status relates to who receives
the death benefit, incidents of ownership refer to the rights the policyholder has in the policy itself, and
indemnity rights deal with compensating for loss, primarily in property insurance, not life insurance. Thus,
understanding insurable interest is crucial for both the ethical and operational framework of insurance policies.

8. Who appoints the Commissioner of insurance in Alabama?
A. Appointed by the house of representatives
B. Appointed by the president of the United States
C. Voted into office by primary elections
D. Appointed by the governor

The Commissioner of Insurance in Alabama is appointed by the governor. This means that the governor has the
authority to select an individual for this role, which is an important position overseeing the regulation and
enforcement of insurance laws in the state. The appointment process allows for the governor to choose
someone they believe is qualified to manage the complexities of the insurance industry and enforce state
policies effectively.  The other options do not accurately represent the appointment process for the
Commissioner. For instance, the house of representatives does not have the authority to appoint state officials
in this context. Similarly, the president of the United States does not have jurisdiction over state-level insurance
commissioners, as this role is specific to individual states. While voting in primary elections is a common
practice for electing various public officials, the Commissioner of Insurance in Alabama is not chosen through a
voting process, but rather appointed directly by the governor.
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9. A policy that pays out benefits without requiring proof of loss is known as
a(n):
A. Indemnity Policy
B. Non-indemnity Policy
C. Conditional Policy
D. Uncertain Policy

A policy that pays out benefits without requiring proof of loss is characterized as a non-indemnity policy. This
type of policy usually provides coverage based on the agreed terms, such as a specified benefit amount,
regardless of the actual loss incurred. These policies are structured to provide a certain level of protection or
financial benefit upon the occurrence of a specified event, and beneficiaries receive the stated amount without
needing to validate the exact financial loss or damages suffered.  In contrast, an indemnity policy typically
requires the policyholder to demonstrate the extent of their losses before a payment is made, ensuring that the
compensation reflects the actual financial impact. Conditional policies often impose specific requirements that
must be met for benefits to be paid, while uncertain policies do not conform to insurance standards; thus, they
don’t distinctly convey a clear coverage structure.  Understanding the definition and implications of each type of
policy helps clarify the nature and procedures in the insurance context, especially regarding payout conditions.

10. What does a split-dollar plan typically entail?
A. Insuring key employees for the sole benefit of the employer
B. Splitting costs of additional insurance between employee and employer
C. Providing a retirement plan for the employee
D. Part of a buy-sell agreement

A split-dollar plan typically involves a financing arrangement between an employer and an employee, where both
parties share in the costs of a life insurance policy. Typically, the employer pays part of the premium while the
employee may cover the remainder, or vice versa. The key characteristic of this arrangement is that both the
employer and the employee benefit from the policy, whether it be through the death benefit or cash value
accumulation.  In essence, the split-dollar plan is designed to enable employees to obtain insurance coverage
while minimizing the financial burden associated with obtaining that coverage solely through individual means.
This arrangement can also provide a significant recruitment and retention tool, as it represents a valuable
benefit to employees when they recognize that the costs are shared. By splitting the costs, this plan can make
life insurance more accessible and financially feasible for both parties.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://adbanker.examzify.com

We wish you the very best on your exam journey. You've got this!
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