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1. What fundamental requirement defines a Noncontributory
Group insurance plan?
A. Employees share the cost of premiums
B. 100% of eligible employees must participate
C. Employers can limit participation to select individuals
D. Premiums are partially covered by employees

2. How does a conditional receipt affect insurance coverage?
A. Coverage starts immediately, regardless of the premium

payment
B. Coverage is in effect only if the policy is issued as applied for
C. Coverage is guaranteed to start after medical underwriting is

complete
D. The insurer must provide a full refund within 30 days of

application

3. A Domestic Insurer is defined as?
A. An insurer incorporated outside the state but doing business

within
B. An insurer organized under the laws of the state
C. A foreign insurer admitted to do business in the state
D. An unlicensed entity operating in the state

4. What happens to premiums in an Annually Renewable
Term policy upon renewal?
A. They remain constant regardless of age
B. They decrease based on claims history
C. They increase based on attained age
D. They are eliminated if no claims are made

5. How long must a policy be in force for the incontestable
clause to apply?
A. 1 year
B. 2 years
C. 5 years
D. 10 years
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6. What happens when the owner of a cash value policy
decides to surrender the policy?
A. The policy remains active with reduced benefits
B. The owner receives the cash surrender value but loses

insurance coverage
C. The insurer continues to provide coverage until the owner

requests cancellation
D. The cash value is transferred to a new policy under the same

terms

7. What are dividends paid-up additions used for in
insurance?
A. To purchase term insurance
B. To buy additional permanent benefits
C. To reduce future premiums
D. To fund short-term care policies

8. What is the purpose of the group term life insurance
premiums paid by an employer?
A. To offer discounts to employees
B. To provide coverage regardless of employee contribution
C. To offer a tax benefit to the employee
D. To maintain financial stability for the business

9. Who is considered the chief insurance regulator in a state?
A. Governor of the state
B. State Commissioner, Supervisor, or Director of Insurance
C. Insurance policyholder advocate
D. State legislative committee

10. What is a Supplemental Major Medical Policy designed to
do?
A. Cover basic medical expenses fully
B. Pay over and above a Basic Medical policy
C. Include a lifetime maximum limit
D. Provide long-term care coverage
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Answers
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1. B
2. B
3. B
4. C
5. B
6. B
7. B
8. B
9. B
10. B
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Explanations
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1. What fundamental requirement defines a Noncontributory
Group insurance plan?
A. Employees share the cost of premiums
B. 100% of eligible employees must participate
C. Employers can limit participation to select individuals
D. Premiums are partially covered by employees

A Noncontributory Group insurance plan is characterized by the requirement that 100%
of eligible employees must participate in the plan. This means that the employer pays the
entire premium for the insurance coverage without requiring any financial contribution
from the employees.   This arrangement promotes broader coverage and helps ensure
that all employees benefit from the insurance policy since there is no burden of premium
costs placed on them. It is particularly advantageous for employers who want to ensure
complete participation and equitable access to benefits among their employees.   The
requirement of full participation helps achieve risk pooling, which is essential for the
effectiveness of group insurance. In contrast, plans where employees share costs or
where participation is limited to select individuals do not meet the criteria of a
Noncontributory plan. Such plans may lead to varied participation levels, which can
undermine the financial stability and risk-sharing intended in a group insurance model.

2. How does a conditional receipt affect insurance coverage?
A. Coverage starts immediately, regardless of the premium

payment
B. Coverage is in effect only if the policy is issued as applied for
C. Coverage is guaranteed to start after medical underwriting is

complete
D. The insurer must provide a full refund within 30 days of

application
A conditional receipt is a type of acknowledgment given to applicants when they submit
an application for insurance and may include a premium payment. It indicates that
coverage is contingent upon certain conditions being met.   When a conditional receipt is
issued, it means that the coverage will only be effective if the insurer ultimately decides
to issue the policy as applied for, reflecting the information provided by the applicant
during the application process. This concept is crucial because it allows applicants to
have some level of coverage before the final policy is formally issued, provided all
underwriting conditions are satisfied.   If the insurer finds that the applicant does not
meet the required underwriting standards or if the policy is altered in any significant way
from what was applied for, the conditional receipt does not guarantee that coverage will
become effective. Therefore, it is the understanding that if the policy is not issued as
initially applied for, the conditional coverage is voided.  This makes the correct answer
relevant, as it encapsulates how a conditional receipt is structured around the issuance
of the policy based on the underwriting review.
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3. A Domestic Insurer is defined as?
A. An insurer incorporated outside the state but doing business

within
B. An insurer organized under the laws of the state
C. A foreign insurer admitted to do business in the state
D. An unlicensed entity operating in the state

A Domestic Insurer is correctly defined as an insurer that is organized under the laws of
the state in which it operates. This means that the insurer has been created and operates
according to the regulatory framework and legal requirements established in that
particular state. This definition emphasizes the concept of state sovereignty, where each
state has the authority to regulate insurance companies that are incorporated within its
borders.   In contrast, an insurer that is incorporated outside of the state but conducts
business there would be classified as a foreign insurer, which suggests that it is not
subject to the same local regulations that apply to domestic insurers. Similarly, an
unlicensed entity operating in the state does not meet the necessary regulatory
requirements to conduct insurance business legally and, therefore, does not fit the
definition of a domestic insurer. The concept of a foreign insurer involves companies that
are admitted to do business in a state but are organized under the laws of another state.
Thus, the distinction is critical in understanding the classifications of insurers and the
regulatory framework governing each type.

4. What happens to premiums in an Annually Renewable
Term policy upon renewal?
A. They remain constant regardless of age
B. They decrease based on claims history
C. They increase based on attained age
D. They are eliminated if no claims are made

In an Annually Renewable Term (ART) policy, premiums increase upon renewal based on
the insured's attained age. This reflects the fundamental nature of term insurance, where
the risk of mortality increases as a person gets older. As individuals age, the likelihood of
a claim being made rises, necessitating higher premiums to ensure that the insurer can
cover potential payouts.  It's important to recognize that these adjustments are not based
on past claims history or any form of rating for good health but are strictly tied to the
age of the policyholder at the time of renewal. Therefore, policyholders will see their
premiums rise annually, reflecting this increasing risk.  This characteristic of ART
policies provides a clear understanding of cost expectations, indicating that individuals
should be aware of the financial implications as they continue their coverage over the
years.

9Sample study guide. Visit https://adbankerlifehealth.examzify.com for the full version

SA
M

PLE



5. How long must a policy be in force for the incontestable
clause to apply?
A. 1 year
B. 2 years
C. 5 years
D. 10 years

The incontestable clause in a life insurance policy generally applies after the policy has
been in force for a period of two years. This clause protects the policyholder by ensuring
that the insurer cannot contest the validity of the policy or deny a claim due to
misstatements after this time frame. It is designed to provide stability and assurance to
policyholders that once a policy has been in force for two years, the insurer has limited
grounds to dispute the contract based on issues such as misrepresentation or fraud.  The
rationale behind the two-year period is to allow insurers enough time to review the
application thoroughly and assess the risk before fully committing to the policy. After
this period, policyholders can have confidence in the continuation of their coverage
without the fear of future disputes regarding their eligibility or information provided at
the time of application.

6. What happens when the owner of a cash value policy
decides to surrender the policy?
A. The policy remains active with reduced benefits
B. The owner receives the cash surrender value but loses

insurance coverage
C. The insurer continues to provide coverage until the owner

requests cancellation
D. The cash value is transferred to a new policy under the same

terms
When the owner of a cash value policy decides to surrender the policy, they receive the
cash surrender value, which is the amount of money available to them upon cancellation
of the policy. This value represents the accumulated savings within the policy, minus any
surrender charges, loans, or other fees that may apply. When the policy is surrendered,
the coverage ceases, meaning that the policyholder will no longer have life insurance
protection after the surrender is completed.  The decision to surrender effectively ends
the insurance contract, and the owner forfeits their right to any future benefits under the
policy. This is why it's crucial for policyholders to carefully consider their options and
understand the implications of surrendering their policy, including the potential loss of
valuable insurance coverage.
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7. What are dividends paid-up additions used for in
insurance?
A. To purchase term insurance
B. To buy additional permanent benefits
C. To reduce future premiums
D. To fund short-term care policies

Dividends paid-up additions are a feature associated with participating whole life
insurance policies. When a policyholder receives dividends from their life insurance
policy, they have the option to use these dividends to buy additional paid-up insurance,
which enhances their coverage while without requiring further premiums.  When
dividends are used in this way, they increase the overall death benefit of the policy, and
the additional coverage is guaranteed and does not come with additional premium
payments. This ability to augment the policy's value and benefits makes paid-up
additions a powerful tool for enhancing long-term financial planning and security.  The
other options are not applicable to how dividends paid-up additions operate. For
instance, while dividends might be used in various ways within the broader insurance
context, they are not typically used to purchase term insurance. Similarly, reducing
future premiums or funding short-term care policies do not align with the unique
characteristics of how dividends function in the context of paid-up additions.
Understanding this distinction helps clarify why buying additional permanent benefits is
the correct application of dividends in this scenario.

8. What is the purpose of the group term life insurance
premiums paid by an employer?
A. To offer discounts to employees
B. To provide coverage regardless of employee contribution
C. To offer a tax benefit to the employee
D. To maintain financial stability for the business

The purpose of the group term life insurance premiums paid by an employer is to provide
coverage regardless of employee contribution. This type of insurance is typically offered
by employers to provide a basic level of life insurance to their employees without
requiring them to pay for it out of pocket. It ensures that all eligible employees receive a
death benefit, enhancing financial protection for employees and their beneficiaries. This
coverage is generally provided as part of an employee benefits package, which can help
improve employee satisfaction and retention.   While the other options mention potential
benefits or outcomes related to group term life insurance, they do not specifically
address the core purpose of the premiums being paid by the employer. For example,
while discounts or tax benefits may be ancillary considerations, they are not the primary
reason for the employer’s contribution to the premiums. Similarly, maintaining financial
stability for the business is a broader business concern that doesn't directly define the
purpose of these premiums. The primary intent remains to ensure that employees have
access to insurance coverage without direct financial participation on their part.
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9. Who is considered the chief insurance regulator in a state?
A. Governor of the state
B. State Commissioner, Supervisor, or Director of Insurance
C. Insurance policyholder advocate
D. State legislative committee

The chief insurance regulator in a state is the State Commissioner, Supervisor, or
Director of Insurance. This official is responsible for overseeing the insurance industry
within the state and ensuring compliance with state laws and regulations. Their duties
encompass various critical functions, including licensing insurance companies and
agents, approving policy forms and rates, protecting consumer rights, and enforcing
financial solvency standards for insurers.  This role is vital for maintaining the integrity
of the insurance market, safeguarding policyholders’ interests, and ensuring that
companies operate fairly and responsibly. The Commissioner further serves as a liaison
between the insurance industry and the public, helping to educate consumers about their
rights and the products available to them.  In contrast, while the Governor has broad
powers over state administration, they do not specifically focus on the regulation of
insurance. Insurance policyholder advocates assist consumers but do not serve as the
regulatory authority. State legislative committees may influence insurance law through
legislation, but they do not have the direct regulatory responsibilities that the chief
insurance regulator possesses. Thus, the position of the State Commissioner, Supervisor,
or Director of Insurance is essential for effective oversight and regulation of the
insurance sector within a state.

10. What is a Supplemental Major Medical Policy designed to
do?
A. Cover basic medical expenses fully
B. Pay over and above a Basic Medical policy
C. Include a lifetime maximum limit
D. Provide long-term care coverage

A Supplemental Major Medical Policy is specifically designed to pay additional benefits
on top of what a Basic Medical policy covers. This type of policy assists in covering costs
that exceed the standard benefits provided by a basic health plan, which typically
includes limited coverage for essential health services. By offering extra financial
protection, the Supplemental Major Medical Policy helps to manage out-of-pocket
expenses for the insured when faced with high medical bills.  The concept behind this
policy is to provide more comprehensive coverage for individuals who may face high
healthcare costs that surpass the limits or exclusions of their basic insurance plan.
Supplementary coverage is especially beneficial in cases of major illnesses or
catastrophic events, where substantial medical expenses can quickly accrue.   This type
of policy does not focus on providing a complete or primary layer of medical coverage on
its own, nor does it necessarily impose a lifetime maximum limit as part of its definition,
nor is it intended to cover long-term care needs, which are addressed by separate types of
policies. 
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