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1. When ranking annuity settlement options, which option
provides the lowest monthly income?
A. Straight life annuity
B. Life with ten years certain
C. Life with refund option
D. Life with refund and ten years certain

2. In which scenario would a binding receipt be most likely
issued?
A. With a completed policy as an emergency measure.
B. In property insurance only.
C. With client checks for initial premiums.
D. Only after a medical exam is completed.

3. What is the primary purpose of the Entire Contract clause
in a life insurance policy?
A. To allow the policyowner to make changes to the policy at

any time.
B. To ensure that the policy and the application constitute the

entire agreement.
C. To prevent the insurer from denying claims for any reason.
D. To define the rights and responsibilities of the beneficiary.

4. What is the elimination period in a disability income
policy?
A. The waiting time before benefits start
B. The time limit for filing a claim
C. The period before the policy is active
D. The duration for which benefits are paid

5. Which of the following is usually considered a benefit of
life insurance?
A. Premium refunds upon cancellation
B. The immediate payment of benefits upon death
C. Tax deductions for premiums paid
D. Guaranteed insurance premiums

3Sample study guide. Visit https://caaccidentsickness.examzify.com for the full version

SA
M

PLE



6. A life insurance policy's cash value loan feature allows the
policyowner to:
A. Borrow against the death benefit without reducing it.
B. Receive a portion of the death benefit while the insured is

still alive.
C. Borrow money from the accumulated cash value of the policy.
D. Pay premiums with a loan from the insurer.

7. Which statement about the incontestability clause in a life
insurance policy is TRUE?
A. It prevents the insurer from denying a claim due to

misstatements after a specific period
B. It allows the insurer to contest the policy at any time if fraud

is established
C. It applies only to accidental death claims
D. It gives the insured the right to cancel the policy at any time

without penalty

8. An illustration used to sell life insurance must include all
the following information EXCEPT?
A. Generic policy name and form number
B. Name and address of the producer
C. A label that identifies it as an illustration
D. The probability that illustrated non-guaranteed scenarios

will occur

9. When must insurance records for agents and brokers be
available to the insurance commissioner?
A. Only during audits
B. At the end of each fiscal year
C. At all times
D. During policy renewals only
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10. Which type of beneficiary designation ensures that a
deceased beneficiary's share passes to their living
descendants?
A. Per Capita
B. Per Stirpes
C. Revocable
D. Irrevocable
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Answers
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1. C
2. A
3. B
4. A
5. B
6. C
7. A
8. D
9. C
10. B
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Explanations
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1. When ranking annuity settlement options, which option
provides the lowest monthly income?
A. Straight life annuity
B. Life with ten years certain
C. Life with refund option
D. Life with refund and ten years certain

When ranking annuity settlement options by the income they provide, the straight life
annuity option typically results in the lowest monthly income payout. This type of annuity
pays the annuitant for their lifetime, with no further benefits payable to beneficiaries
after death. Because the payments cease upon death, this option allows the insurance
company to retain the risk of longevity, meaning they can offer the highest monthly
income for the lifetime of the annuitant.  In contrast, options that include features like a
guaranteed period (such as a life with ten years certain), a refund option, or both require
additional security for beneficiaries, which effectively lowers the monthly income the
annuitant receives. The life with ten years certain guarantees payments for at least ten
years, regardless of the annuitant’s lifespan, which increases the assurance for
beneficiaries but reduces the monthly income compared to a straight life annuity.
Similarly, the life with refund option ensures that beneficiaries receive any remaining
funds upon the annuitant's death, also decreasing the monthly income relative to a
straight life annuity. Finally, the life with refund and ten years certain option combines
these two features, providing the most security for beneficiaries and resulting in an even
lower monthly income than the other options.  Therefore, the life with

2. In which scenario would a binding receipt be most likely
issued?
A. With a completed policy as an emergency measure.
B. In property insurance only.
C. With client checks for initial premiums.
D. Only after a medical exam is completed.

A binding receipt is a form that provides temporary coverage for an applicant before the
formal issuance of an insurance policy. It serves as evidence that coverage has been
initiated, pending further underwriting.   In situations where immediate coverage is
necessary, such as during the application process, a binding receipt is most likely issued
as an emergency measure when the applicant has completed the necessary paperwork.
This allows the insurer to provide coverage before the final underwriting decisions are
made. This is particularly relevant in instances where the applicant may have an
immediate need for insurance protection.  The other scenarios do not align with the
purpose of a binding receipt. For example, issuing a binding receipt solely in property
insurance does not reflect its broader applicability across various types of insurance.
Similarly, while collecting initial premiums through client checks is common, it does not
directly relate to the temporary coverage aspect that a binding receipt represents. Lastly,
the requirement of a medical exam before issuing a binding receipt is not standard;
binding receipts are often issued without the completion of such exams to facilitate
urgent insurance coverage.

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

SA
M

PLE



3. What is the primary purpose of the Entire Contract clause
in a life insurance policy?
A. To allow the policyowner to make changes to the policy at

any time.
B. To ensure that the policy and the application constitute the

entire agreement.
C. To prevent the insurer from denying claims for any reason.
D. To define the rights and responsibilities of the beneficiary.

The primary purpose of the Entire Contract clause in a life insurance policy is to ensure
that the policy and the application together constitute the complete agreement between
the insurer and the policyholder. This clause legally binds both parties to the terms and
conditions outlined in these documents, preventing either from claiming that other
documents or oral statements are part of the agreement.   By establishing that no other
representations or agreements outside of what is written in the policy and the application
can govern the contract, it protects both the insurer and the policyholder. This clarity
helps to reduce misunderstandings and disputes over what is covered, what is required,
and the responsibilities of each party. The inclusion of this clause reinforces the idea
that modifications or changes to the policy must be formally documented and agreed
upon, rather than being based on informal agreements or statements.   Other options
focus on aspects that do not align with the primary purpose of the Entire Contract clause.
For example, the option concerning the policyholder making changes at any time
misrepresents the contract's binding nature. Likewise, statements about preventing
claims denials or defining a beneficiary's rights do not encompass the comprehensive
agreement aspect that the Entire Contract clause specifically addresses.

4. What is the elimination period in a disability income
policy?
A. The waiting time before benefits start
B. The time limit for filing a claim
C. The period before the policy is active
D. The duration for which benefits are paid

In a disability income policy, the elimination period refers specifically to the waiting time
before benefits are initiated following a disability that qualifies for coverage. This period
is designed to give a buffer after the onset of the disability, during which the
policyholder must wait before they can start receiving financial assistance. 
Understanding the elimination period is crucial for policyholders, as it directly impacts
when the benefits will begin and how they manage their finances during that waiting
period. The length of the elimination period can vary between policies and can be an
important factor in determining both the premium of the policy and the overall coverage.
The other options relate to different concepts within insurance policies. For instance, the
time limit for filing a claim deals with the timeframe a policyholder has to notify the
insurer of a disability event, while the period before the policy is active refers to any
initial waiting or grace periods after purchasing the policy. The duration for which
benefits are paid indicates the length of time for which a policyholder can receive
payments, which is different from the initial waiting period defined by the elimination
period.
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5. Which of the following is usually considered a benefit of
life insurance?
A. Premium refunds upon cancellation
B. The immediate payment of benefits upon death
C. Tax deductions for premiums paid
D. Guaranteed insurance premiums

Life insurance is primarily designed to provide financial support to beneficiaries upon
the policyholder's death. The immediate payment of benefits upon death is a fundamental
aspect of life insurance because it ensures that loved ones are financially protected
without delay. This benefit provides peace of mind, allowing policyholders to know that
their family or dependents will receive a sum of money to help with expenses such as
funeral costs, living expenses, and settling debts.  While other options might appear to
have their own advantages, they do not typically align with the main features of life
insurance. For instance, premium refunds upon cancellation are not standard in most
policies; tax deductions for premiums paid is usually not applicable, as personal life
insurance premiums are generally not tax-deductible; and guaranteed insurance
premiums can exist, but they are specific to certain types of policies rather than a
universal benefit of life insurance. Overall, the direct benefit that life insurance provides,
which is the immediate financial support upon the policyholder's death, is what makes
that option the most aligned with the primary purpose of life insurance.

6. A life insurance policy's cash value loan feature allows the
policyowner to:
A. Borrow against the death benefit without reducing it.
B. Receive a portion of the death benefit while the insured is

still alive.
C. Borrow money from the accumulated cash value of the policy.
D. Pay premiums with a loan from the insurer.

The cash value loan feature of a life insurance policy primarily allows the policy owner to
borrow money from the accumulated cash value of the policy. Over the duration of the
policy, a portion of the premiums contributed builds up as a cash value, which the
policyholder can access through loans. This cash value acts as collateral, enabling the
policyholder to obtain funds without needing a credit check or fulfilling other typical
loan requirements.  When this feature is utilized, it is important to note that the loan
does not require repayment during the policyholder's lifetime; however, any outstanding
loan balance plus interest will be deducted from the death benefit if it is not repaid
before the insured person's passing. This aspect of borrowing from the cash value makes
it a relatively unique feature among various types of financial products, directly linking
the policyholder's ability to access funds with the savings element of the life insurance
policy.   The other choices may present misunderstandings about how life insurance
operates. For example, borrowing against the death benefit directly doesn’t happen in the
way described. Receiving a portion of the death benefit while alive is essentially related
to living benefits or riders, not the cash value loan feature. Paying premiums with a loan
from the insurer conflates the functions of borrowing against cash value with premium
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7. Which statement about the incontestability clause in a life
insurance policy is TRUE?
A. It prevents the insurer from denying a claim due to

misstatements after a specific period
B. It allows the insurer to contest the policy at any time if fraud

is established
C. It applies only to accidental death claims
D. It gives the insured the right to cancel the policy at any time

without penalty
The statement that the incontestability clause prevents the insurer from denying a claim
due to misstatements after a specific period is true. This clause is a standard provision
found in life insurance policies, which typically stipulates a time frame during which the
insurer can contest the validity of the policy based on misrepresentations or omissions
made by the insured.   Once this specified period has elapsed, usually two years, the
insurer is generally barred from denying a claim for misstatements in the application,
except in cases of outright fraud. This provides a measure of security for the
policyholder, ensuring that as long as they have been honest and any claims are made
after this period, they cannot be denied coverage simply based on previously disclosed
misstatements.  The other options do not accurately describe the function of the
incontestability clause. The clause does not allow for contesting the policy indefinitely or
restrict itself only to accidental death claims, nor does it grant the insured the right to
cancel the policy without penalty. Instead, it is focused on the assurance that after the
specified contestability period, the insurer must honor the claim as long as no fraud is
involved.

8. An illustration used to sell life insurance must include all
the following information EXCEPT?
A. Generic policy name and form number
B. Name and address of the producer
C. A label that identifies it as an illustration
D. The probability that illustrated non-guaranteed scenarios

will occur
In the context of selling life insurance, an illustration is a vital tool that provides
prospective buyers with a clear understanding of the policy's potential benefits and how
it works. Legal requirements ensure that certain information is included in an
illustration to protect consumers and provide transparency.  The requirement that an
illustration must include items such as the generic policy name and form number, the
name and address of the producer, and a label that identifies it as an illustration is
critical for maintaining clarity and accountability in the sales process. This information
helps the consumer understand which specific policy they are considering, who is
providing it, and that what they are looking at is indeed an illustrative document and not
a legally binding contract.  The notion of including the probability that illustrated
non-guaranteed scenarios will occur is not a typical requirement for these illustrations.
Instead, illustrations generally include assumptions about future performance based on
current expectations, but they do not promise outcomes or probabilities attached to
non-guaranteed elements. Non-guaranteed scenarios are often just that—speculative and
based on various market conditions that cannot truly predict future performance. Hence,
this particular information is not necessary for the illustration.   Thus, the correct
understanding leads to the conclusion that while transparency and clarity are key in
illustrations, asserting probabilities on non
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9. When must insurance records for agents and brokers be
available to the insurance commissioner?
A. Only during audits
B. At the end of each fiscal year
C. At all times
D. During policy renewals only

Insurance records for agents and brokers must be available to the insurance
commissioner at all times to ensure compliance with regulatory requirements and to
facilitate oversight of the insurance industry. This continuous access allows the
commissioner to monitor practices, investigate complaints, and enforce laws related to
insurance operations.   Making records available only during audits would limit oversight
and potentially allow for non-compliance issues to go unchecked until an audit occurs.
Similarly, having records available only at the end of each fiscal year or during policy
renewals would not provide adequate transparency or protection for consumers
throughout the year. Continuous availability of records ensures that regulations can be
enforced proactively rather than reactively.

10. Which type of beneficiary designation ensures that a
deceased beneficiary's share passes to their living
descendants?
A. Per Capita
B. Per Stirpes
C. Revocable
D. Irrevocable

The designation that ensures a deceased beneficiary's share passes to their living
descendants is known as "Per Stirpes." This method of distribution allows for the
deceased beneficiary's portion to be divided among their children or other descendants,
effectively maintaining the family lineage in the allocation of benefits.   For example, if a
parent is a beneficiary and they pass away before the individual who holds the policy,
their share would not simply disappear or be redistributed among the remaining
beneficiaries. Instead, it would go to their children (the living descendants), ensuring
that the deceased beneficiary's portion benefits their direct heirs.   In contrast, the other
options focus on different aspects of beneficiary designations. "Per Capita" would
distribute a deceased beneficiary's share equally among the surviving beneficiaries at the
same generation level, without considering the descendants of any deceased
beneficiaries. "Revocable" and "Irrevocable" refer to the ability to change or not change
the beneficiary designation after it's set, but they do not inherently address how shares
would be distributed in the event of a beneficiary's death. Thus, "Per Stirpes" is the
appropriate choice for ensuring that a deceased beneficiary's share flows down to their
living descendants.
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