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1. What is typically needed next if an applicant reveals health
conditions requiring more information?
A. Medical exam
B. Attending physician's statement
C. Insurance history report
D. Health questionnaire

2. What term describes a person who asserts their right to
recover under an insurance policy?
A. Beneficiary
B. Policyholder
C. Claimant
D. Insured

3. Which type of life insurance policy provides coverage for a
specified term or period of time?
A. Whole life insurance
B. Universal life insurance
C. Term life insurance
D. Variable universal life insurance

4. In health insurance, what does it mean to have a
pre-existing condition?
A. It refers to any new health issues after policy issuance
B. It describes ongoing health problems before obtaining

insurance
C. It relates to uncovered services before a premium payment
D. It indicates a health issue that has never been treated

5. An insured is protected from the expense of a catastrophic
illness by which health insurance provision?
A. Co-insurance
B. Stop-loss
C. Deductible
D. Out-of-pocket maximum
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6. What does COBRA stand for and what does it provide?
A. Consolidated Omnibus Budgets Regulations Act; it allows

workers to continue health insurance coverage after leaving
employment.

B. Consolidated Omnibus Budget Reconciliation Act; it allows
workers to continue health insurance coverage after leaving
employment.

C. Consolidated Online Budget Reconciliation Act; it provides
tax benefits for workers.

D. Consolidated Organization for Budget and Rights Act; it
regulates workplace benefits.

7. A participating company is also referred to as which type of
insurer?
A. Stock insurer
B. Reciprocal insurer
C. Mutual insurer
D. Fraternal benefit society

8. If a life agent misappropriates fiduciary funds, what crime
is he guilty of?
A. Fraud
B. Theft
C. Embezzlement
D. Assault

9. What is it called when Paul is sold a new annuity that does
not hold greater financial benefit than his existing one?
A. Advisable investment
B. Unnecessary replacement
C. Suitable upgrade
D. Beneficial addition

10. What can contribute to the decision of insurance
premiums?
A. Only the provider's reputation
B. The insured's health status and history
C. Only government regulations
D. Only the type of insurance purchased
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Answers
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1. B
2. C
3. C
4. B
5. B
6. B
7. C
8. B
9. B
10. B
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Explanations
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1. What is typically needed next if an applicant reveals health
conditions requiring more information?
A. Medical exam
B. Attending physician's statement
C. Insurance history report
D. Health questionnaire

When an applicant discloses health conditions that necessitate further investigation,
obtaining an Attending Physician's Statement (APS) is typically the necessary next step.
An APS provides detailed information directly from the applicant's healthcare provider
regarding their medical history, current health status, and treatment plans. This
statement is crucial for the insurer to accurately assess the applicant’s health risks and
determine the appropriate coverage and premium rates.  The APS is considered a
standard practice in the underwriting process, especially when there are potential
high-risk factors involved, such as chronic illnesses or significant medical histories. The
insurer relies on this professional opinion to make informed decisions regarding
coverage approvals or denials.   While other options might also contribute information
during the underwriting process, they do not replace the need for an APS when there are
specific health concerns that need to be clarified. A medical exam might be required in
some cases, a health questionnaire is often completed by the applicant themselves, and
an insurance history report focuses on previous insurance coverage rather than current
health conditions. Therefore, the Attending Physician's Statement is the most direct and
applicable resource in this context.

2. What term describes a person who asserts their right to
recover under an insurance policy?
A. Beneficiary
B. Policyholder
C. Claimant
D. Insured

The term that best describes a person who asserts their right to recover under an
insurance policy is "claimant." A claimant is specifically someone who files a claim to
receive benefits or compensation as laid out in the terms of an insurance policy. This
could involve various situations, such as seeking benefits after an accident or requesting
payment for a covered loss. Understanding this term is crucial because it highlights the
action of pursuing an entitlement under the insurance framework, distinguishing it from
the roles of other participants in the insurance process.  In contrast, a beneficiary is an
individual designated to receive benefits from a policy, typically after the death of the
insured, but they do not necessarily assert a claim themselves. The policyholder is the
person or entity that owns the insurance policy, which does not imply they are currently
filing a claim. The insured refers to the individual who is covered by the policy and might
also be the policyholder; however, this term does not specifically denote someone actively
claiming benefits. Each of these roles plays a part in the insurance ecosystem, but a
claimant specifically focuses on the act of asserting a right to recover under the policy.
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3. Which type of life insurance policy provides coverage for a
specified term or period of time?
A. Whole life insurance
B. Universal life insurance
C. Term life insurance
D. Variable universal life insurance

Term life insurance is specifically designed to provide coverage for a predetermined
period, often ranging from one to thirty years. The nature of this policy means that the
insured will have life insurance protection during the specified term, but no benefits will
be paid out if the insured does not pass away during that time. This type of insurance is
typically more affordable than permanent life insurance options, as it is purely risk-based
and does not include a savings or investment component.  Whole life insurance, on the
other hand, offers coverage for the entire lifetime of the insured, as long as the
premiums are paid, and it has a cash value component. Universal life insurance also
provides lifelong coverage but includes flexible premiums and an investment savings
element. Variable universal life insurance combines features of both universal life and
investments, allowing the policyholder to direct the cash value to various investment
accounts, but it does not limit the coverage to a specified term. These characteristics
distinguish term life insurance as the clear choice for providing coverage solely for a
specific period.

4. In health insurance, what does it mean to have a
pre-existing condition?
A. It refers to any new health issues after policy issuance
B. It describes ongoing health problems before obtaining

insurance
C. It relates to uncovered services before a premium payment
D. It indicates a health issue that has never been treated

Having a pre-existing condition means that the individual had ongoing health problems
or medical issues prior to obtaining a health insurance policy. Insurers typically assess
whether any of the health conditions existed before the policy was issued, as this can
affect coverage options, potential exclusions, or waiting periods for specific treatments
associated with those conditions.   This definition is significant in the context of health
insurance because it plays a crucial role in determining how an insurer will handle
claims and coverage for treatments related to those conditions. Understanding
pre-existing conditions is important for consumers when selecting a policy, as it helps
them know what may or may not be covered based on their health status at the time of
application.
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5. An insured is protected from the expense of a catastrophic
illness by which health insurance provision?
A. Co-insurance
B. Stop-loss
C. Deductible
D. Out-of-pocket maximum

The correct answer is centered around the concept of stop-loss protection, which is
designed to limit the amount an insured individual has to pay out of pocket when faced
with significant health expenses. The stop-loss provision ensures that, after the insured
reaches a certain threshold of expenses, the insurance company will cover all additional
costs. This means that, in the event of a catastrophic illness, there is a defined limit
beyond which the insured is no longer financially responsible for medical expenses,
effectively protecting them from financial ruin.  In contrast, co-insurance and
deductibles are features of health insurance that require the insured to share in the cost
of care. Co-insurance involves a percentage split of costs after the deductible has been
met, while a deductible is the amount that must be paid out-of-pocket before insurance
begins to cover expenses. Both of these provisions do not provide the same level of
protection from catastrophic expenses, as they require the insured to bear some financial
burden regardless of the total medical costs incurred. The out-of-pocket maximum, while
it does provide a cap on total spending, typically encompasses deductibles, co-insurance,
and co-pays, representing a combined limit rather than specifically addressing the
protection from catastrophic illness expenses as the stop-loss provision does.

6. What does COBRA stand for and what does it provide?
A. Consolidated Omnibus Budgets Regulations Act; it allows

workers to continue health insurance coverage after leaving
employment.

B. Consolidated Omnibus Budget Reconciliation Act; it allows
workers to continue health insurance coverage after leaving
employment.

C. Consolidated Online Budget Reconciliation Act; it provides
tax benefits for workers.

D. Consolidated Organization for Budget and Rights Act; it
regulates workplace benefits.

COBRA stands for the Consolidated Omnibus Budget Reconciliation Act. This act
provides important protections for individuals and their families by allowing them to
continue their group health insurance coverage for a limited time after certain qualifying
events, such as job loss, reduction in hours, or other life events. This is crucial because it
ensures that people do not lose their health care coverage immediately upon leaving a
job or experiencing a change in employment status, allowing them time to find new
employment or make other arrangements without a significant gap in coverage.  The key
feature of COBRA is that it applies to employers with 20 or more employees and requires
that they offer continuation coverage to qualifying individuals, although the individuals
must pay the full premium for the coverage plus a small administrative fee. This
provision is critical in maintaining access to necessary health care services during
transitional periods in one's employment or life circumstances.
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7. A participating company is also referred to as which type of
insurer?
A. Stock insurer
B. Reciprocal insurer
C. Mutual insurer
D. Fraternal benefit society

A participating company is accurately referred to as a mutual insurer. This type of
insurer allows policyholders to participate in the company's profits and losses, which is
done through dividends or reductions in premium costs. The key distinction of a mutual
insurer is that it is owned by its policyholders, with each policyholder having a stake in
the company and the ability to share in its financial successes.  In contrast, a stock
insurer is owned by shareholders and may pay dividends to them instead of the
policyholders. A reciprocal insurer is a type of insurance exchange where the members
mutually insure one another, and a fraternal benefit society serves a specific social or
religious group, often providing insurance and other benefits to its members. Therefore,
the mutual insurer model encapsulates the essence of a participating company, focusing
on the involvement of policyholders in the company's operations and profits.

8. If a life agent misappropriates fiduciary funds, what crime
is he guilty of?
A. Fraud
B. Theft
C. Embezzlement
D. Assault

In the context of life insurance, a life agent has a fiduciary duty to handle clients' funds
responsibly and ethically. When an agent misappropriates these funds, they are
essentially taking money that they are obligated to protect and use it for personal gain.
This act of taking someone else's money with the intent to permanently deprive them of
it falls under the definition of theft.  The term "theft" encompasses various illegal acts of
taking or using someone else's property without permission. In this scenario, the life
agent's actions of misappropriation signal an intent to steal fiduciary funds that were
meant to be safeguarded.  While embezzlement is also a serious crime that involves the
wrongful appropriation of funds, it usually implies a violation of trust in a more formal
employment context and typically requires a more complex situation than outright theft.
Therefore, focusing specifically on the act of misappropriation in this case aligns more
closely with the definition of theft.
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9. What is it called when Paul is sold a new annuity that does
not hold greater financial benefit than his existing one?
A. Advisable investment
B. Unnecessary replacement
C. Suitable upgrade
D. Beneficial addition

When Paul is sold a new annuity that does not provide greater financial benefits than his
existing one, this situation is termed an "unnecessary replacement." This concept refers
to the practice of replacing an existing financial product with a new one that offers no
significant advantage or improvement in terms of performance, benefits, or costs.   In the
context of financial regulations and ethical practices, unnecessary replacements can be
problematic because they can lead to additional costs for the consumer, such as
surrender charges or new fees associated with the new product. Moreover, the process
may not align with the best interest of the client, as it does not contribute to an
improvement in their overall financial situation.   Understanding this concept is crucial
for professionals in the insurance and financial industries, as they are required to ensure
that their recommendations are in the best interest of their clients, avoiding unnecessary
products that do not enhance the client's financial status. This highlights the importance
of a thorough analysis before proposing any changes to a client's portfolio.

10. What can contribute to the decision of insurance
premiums?
A. Only the provider's reputation
B. The insured's health status and history
C. Only government regulations
D. Only the type of insurance purchased

The insured's health status and history plays a crucial role in determining insurance
premiums. Insurers assess risk when setting premium rates, and an individual's health
can significantly influence these decisions. For instance, those with pre-existing
conditions or a history of serious health issues may represent a higher risk to the
insurer, resulting in higher premiums. Conversely, individuals with a clean bill of health
and no significant medical history may qualify for lower rates.   While other factors like
the type of insurance or government regulations may also play a part in the
premium-setting process, the insured's health status is a direct personal risk factor that
insurers closely evaluate. This tailored assessment allows providers to align premiums
more accurately with the anticipated cost of coverage for each individual.
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