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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 the role of a trustee in the context of a trust?
A. To benefit from the trust
B. To hold property for the beneficiary's benefit
C. To ensure the trust pays taxes
D. To terminate the trust when deemed necessary

2. What does 'Prescription' refer to in an insurance context?
A. A medical prescription covered by the policy
B. The period in which a claim may be brought by the policy holder
C. A directive to pay a certain amount
D. The inclusion of specific medications under a policy

3. In insurance terms, what is a "loss ratio"?
A. The ratio of claims paid to premiums earned
B. The percentage of claims filed by policyholders
C. The ratio of the insurer's operating expenses to premiums collected
D. The total number of policies in force

4. What does estoppel mean?
A. A policy endorsement
B. A legal term for stopping someone from exercising a right later
C. A type of underwriting authority
D. A clause related to claim processing

5. What is the main purpose of Treaty Reinsurance?
A. To individually assess each risk before acceptance
B. To automatically accept portions of liability within specified business classes
C. To eliminate the need for reinsurance
D. To cover only the proportion of risks exceeding a set threshold

6. What does "collapse coverage" protect against?
A. Structural failure due to regular wear and tear
B. Flood damage to a building
C. Structural failure from specific causes
D. Fire damage to residential properties
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7. What is retrocession in the insurance industry?
A. A method for calculating premiums
B. Claim recovery procedures
C. Ceding a portion of risk to another insurer
D. A type of policy available to consumers

8. What does active listening involve?
A. Only interpreting what is said
B. Listening, interpreting, processing non-verbal cues, questioning, and

confirming understanding
C. Focusing on the speaker without responding
D. Taking notes during conversations

9. What type of information do regulators monitor?
A. Only the statistics on the frequency and severity of claims
B. Average length of time a claim is open
C. Only changes in average private premiums
D. Incidence and cost of fraudulent activity only

10. What does the office of the Superintendent of Insurance in Alberta do?
A. Sell insurance policies
B. Regulate the insurance market and address concerns
C. Operate as an insurance broker
D. Provide loans to insurance companies
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Answers
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1. B
2. B
3. A
4. B
5. B
6. C
7. C
8. B
9. B
10. B
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Explanations
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1. What is the role of a trustee in the context of a trust?
A. To benefit from the trust
B. To hold property for the beneficiary's benefit
C. To ensure the trust pays taxes
D. To terminate the trust when deemed necessary

A trustee in a trust is responsible for managing the assets and property of the trust for the benefit of the
beneficiaries. This includes collecting, investing, and distributing assets according to the terms of the trust.
Option A is incorrect because a trustee's role is to act in the best interest of the beneficiaries, not to personally
benefit from the trust. Option C is incorrect because while a trustee may have some responsibilities related to
taxes, their overall role is not focused on tax payments. Option D is incorrect because a trustee is not typically
responsible for terminating the trust, unless specifically outlined in the trust agreement or deemed necessary by
a court.

2. What does 'Prescription' refer to in an insurance context?
A. A medical prescription covered by the policy
B. The period in which a claim may be brought by the policy holder
C. A directive to pay a certain amount
D. The inclusion of specific medications under a policy

Prescription in an insurance context refers to the period of time in which a policy holder must make a claim for
coverage. Option A is incorrect because it refers to a medical prescription, which is a term commonly used in
healthcare. Option C is incorrect because it refers to a directive to pay a certain amount, which is more closely
related to the term "bill" or "invoice". Option D is incorrect because it refers to the inclusion of specific
medications under a policy, which is a term commonly used in healthcare and not specific to insurance.
Therefore, the correct answer is B, as it accurately describes the term "prescription" in an insurance context.

3. In insurance terms, what is a "loss ratio"?
A. The ratio of claims paid to premiums earned
B. The percentage of claims filed by policyholders
C. The ratio of the insurer's operating expenses to premiums collected
D. The total number of policies in force

The term "loss ratio" refers specifically to the relationship between claims paid out by an insurance company
and the premiums that have been earned during a given period. It is calculated by dividing the total amount of
claims by the total premiums earned, and it is often expressed as a percentage. This metric is crucial for
insurance companies as it helps them assess the profitability of their policies and the effectiveness of their
underwriting process.   A higher loss ratio indicates that a greater portion of the premiums is being used to pay
claims, which may suggest higher risk or inadequate pricing of policies. Conversely, a lower loss ratio reflects
more efficient claims management and underwriting practices, indicating that the company retains a larger
portion of its premiums as profit.  The other choices provided do not define a loss ratio correctly. The percentage
of claims filed and the ratio of operating expenses to premiums collected pertain to different financial metrics in
insurance, while the total number of policies in force does not relate specifically to financial performance in
terms of losses versus premiums.
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4. What does estoppel mean?
A. A policy endorsement
B. A legal term for stopping someone from exercising a right later
C. A type of underwriting authority
D. A clause related to claim processing

Estoppel refers to a legal principle that prevents a person or entity from denying a fact or claim due to their
previous actions or statements. Option A, a policy endorsement, is not related to legal terms but rather refers to
a provision in an insurance policy. Option C, underwriting authority, does not pertain to legal matters but is a
term used in the insurance industry to describe the process of evaluating and approving insurance applications.
Option D, claim processing, may be related to legal matters but does not encompass the concept of estoppel.
Overall, estoppel is a specific term used in legal contexts to hold individuals accountable for their previous
actions or statements.

5. What is the main purpose of Treaty Reinsurance?
A. To individually assess each risk before acceptance
B. To automatically accept portions of liability within specified business classes
C. To eliminate the need for reinsurance
D. To cover only the proportion of risks exceeding a set threshold

Treaty reinsurance serves the primary purpose of establishing a pre-agreed arrangement between an insurer and
a reinsurer, where the reinsurer automatically accepts certain portions of risk within specified classes of
business. This arrangement simplifies the risk management process for the insurer, allowing them to write new
policies without needing to individually negotiate reinsurance for each one. By doing so, treaty reinsurance
creates stability and predictability in the insurance sector, as the insurer knows in advance how much of its
liabilities will be covered by the reinsurer.  In treaty reinsurance, the insurer and reinsurer agree on the terms,
limits, and conditions in advance, which streamlines claims handling and improves operational efficiency. The
reinsurer is obligated to accept the designated portion of risk as outlined in the treaty whenever it is ceded by the
insurer.  The other options do not align with the purpose of treaty reinsurance. While assessing individual risks is
important in other contexts, treaty arrangements are designed to cover groups of policies rather than each one
on a case-by-case basis. The option that suggests treaty reinsurance eliminates the need for reinsurance does
not hold since treaty reinsurance is a form of reinsurance. Lastly, covering only those risks exceeding a certain
threshold pertains more to excess of loss reinsurance

6. What does "collapse coverage" protect against?
A. Structural failure due to regular wear and tear
B. Flood damage to a building
C. Structural failure from specific causes
D. Fire damage to residential properties

Collapse coverage is specifically designed to provide protection against structural failures resulting from defined
and specific events. This type of insurance typically covers situations such as sudden and accidental collapse
due to various risks, including improper construction, hidden decay, or even specific peril such as weight
overload from snow or other factors.   When a structure collapses due to these defined causes, this coverage
comes into play to help policyholders manage the financial impact of repairs or rebuilding. It is important to note
that collapse coverage does not extend to structural failures that occur from ongoing wear and tear, which is
generally considered a maintenance issue rather than an acute event, nor does it cover issues like flooding or fire
damage, which are addressed by separate policies or coverages more specific to those perils.

Sample study guide, visit https://alberta-level-1-insurance.examzify.com
for the full version with hundreds of practice questions 12

SAMPLE



7. What is retrocession in the insurance industry?
A. A method for calculating premiums
B. Claim recovery procedures
C. Ceding a portion of risk to another insurer
D. A type of policy available to consumers

Retrocession refers specifically to the practice of ceding a portion of risk from one reinsurer to another reinsurer.
In the insurance industry, this is a key mechanism that enables primary insurers to manage their risks by
distributing them among multiple entities. By doing so, insurers can reduce their exposure to large losses,
thereby promoting stability within the industry.  When a reinsurer takes on risks from a primary insurer, they may
choose to further limit their exposure by transferring some of that risk to another reinsurer. This practice not
only helps spread risk across multiple organizations but also allows for better capital management and the
potential for more competitive pricing in the reinsurance market.  The other options do not accurately capture
the meaning of retrocession. Methods for calculating premiums and claim recovery procedures focus on
different aspects of insurance operations, while a type of policy available to consumers does not pertain to the
risk transfer underlining the concept of retrocession.

8. What does active listening involve?
A. Only interpreting what is said
B. Listening, interpreting, processing non-verbal cues, questioning, and

confirming understanding
C. Focusing on the speaker without responding
D. Taking notes during conversations

Active listening involves listening not just to what is said, but also interpreting the meaning behind it, processing
non-verbal cues such as body language and tone, asking questions for clarification, and confirming
understanding. Option A is incorrect because it only mentions interpreting what is said, while active listening
involves much more than just that. Option C is incorrect because actively listening also involves responding and
engaging with the speaker. Option D may be helpful in some situations, but it is not a necessary aspect of active
listening as it may distract from fully focusing on the speaker.

9. What type of information do regulators monitor?
A. Only the statistics on the frequency and severity of claims
B. Average length of time a claim is open
C. Only changes in average private premiums
D. Incidence and cost of fraudulent activity only

Regulators monitor the average length of time a claim is open because it gives insight into the efficiency of the
claims process. Other options may also be important to monitor, such as A (statistics on frequency and severity
of claims) for determining risk and D (incidence and cost of fraudulent activity) for detecting potential fraud.
However, these options do not provide information about the overall effectiveness of the claims process. C
(changes in average private premiums) may also be monitored, but this does not directly relate to the claims
process and is more relevant to insurance companies' financial stability. Therefore, B is the most appropriate
response.
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10. What does the office of the Superintendent of Insurance in Alberta do?
A. Sell insurance policies
B. Regulate the insurance market and address concerns
C. Operate as an insurance broker
D. Provide loans to insurance companies

The Office of the Superintendent of Insurance in Alberta is responsible for regulating the insurance market and
addressing any concerns that may arise. This includes ensuring that insurance companies are following legal
and ethical guidelines, protecting the rights of consumers, and monitoring the overall health and stability of the
insurance industry. Option A is incorrect as the office does not sell insurance policies, but rather oversees the
selling and buying of policies. Option C is also incorrect as the office does not act as a broker, but instead
regulates brokers operating within Alberta. Option D is incorrect as the office does not provide loans to
insurance companies, but rather enforces financial regulations to ensure companies are financially stable.

Sample study guide, visit https://alberta-level-1-insurance.examzify.com
for the full version with hundreds of practice questions 14

SAMPLE



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://alberta-level-1-insurance.examzify.com

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