


Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.

Sample study guide, visit https://ciilm1insuranceessentials.examzify.com
for the full version with hundreds of practice questions 1

SAMPLE



Table of Contents
Copyright 1.................................................................................................................

Table of Contents 2....................................................................................................

Introduction 3.............................................................................................................

How to Use This Guide 4............................................................................................

Questions 5................................................................................................................

Answers 8...................................................................................................................

Explanations 10..........................................................................................................

Next Steps 16.............................................................................................................

Sample study guide, visit https://ciilm1insuranceessentials.examzify.com
for the full version with hundreds of practice questions 2

SAMPLE



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!

Sample study guide, visit https://ciilm1insuranceessentials.examzify.com
for the full version with hundreds of practice questions 4

SAMPLE



Questions
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1. What type of insurance addresses loss of crops due to natural disasters?
A. Agricultural insurance.
B. Property damage insurance.
C. Business interruption insurance.
D. Crop yield insurance.

2. What is integration in the context of money laundering?
A. Criminal gets access to clean money
B. Process of disguising illegally obtained funds
C. Transfer of funds across borders
D. Legitimate investment of profits

3. In the insurance context, what does financial stability refer to?
A. The ability to invest in new technologies
B. The capability to offer lower premiums to policyholders
C. The ability to meet long-term financial commitments
D. The management of short-term cash flow

4. What is NOT considered a primary function of insurance?
A. Transferring risk.
B. Spreading risk.
C. Providing a degree of certainty.
D. Investing in capital markets.

5. Who is responsible for regulating brokers in the London Market?
A. LIIBA
B. FOS
C. FCA
D. Lloyd's

6. What does key person insurance protect against?
A. Financial loss caused by a lawsuit
B. Loss due to the death or disability of a key employee
C. Liability from employee misconduct
D. Higher compensation for key employees
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7. What is BIPAR?
A. The European federation of insurance intermediaries
B. The European federation of insurance companies
C. The European federation of insurance regulators
D. The European federation of insurance buyers

8. Which of the following is an example of pecuniary insurance?
A. Money insurance.
B. Stock insurance.
C. Glass insurance.
D. Contractors all risks insurance.

9. If a second underwriter asks for more premium than the first, what should
the broker do?
A. Return to the first underwriter to negotiate
B. Not approach the first underwriter as it contravenes BIPAR rules
C. Request increases from both underwriters
D. Accept the second underwriter's terms only

10. When would the average be applied to an insurance claim?
A. Where the policy is subject to a franchise.
B. Where the insurer settles a claim but reserves the right to reclaim some of the

loss from a third party.
C. When there is underinsurance.
D. When the risk is insured with more than one insurer.
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Answers
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1. A
2. A
3. C
4. D
5. C
6. B
7. A
8. A
9. B
10. C
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Explanations
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1. What type of insurance addresses loss of crops due to natural disasters?
A. Agricultural insurance.
B. Property damage insurance.
C. Business interruption insurance.
D. Crop yield insurance.

Agricultural insurance is the correct answer because it encompasses a range of insurance products specifically
designed to protect farmers against losses associated with their agricultural activities. This type of insurance
often covers events such as natural disasters, including floods, droughts, and storms, which can lead to
significant damage and loss of crops.   While crop yield insurance is a subset of agricultural insurance that
focuses specifically on the volume of crops produced, agricultural insurance itself covers a broader spectrum,
including liability and other risks that farmers may face. Property damage insurance typically pertains to
physical damage to property rather than the specifics of crops and agricultural productivity. Business
interruption insurance provides coverage for lost income due to disruptions in operations but is not specific to
agriculture. Therefore, selecting agricultural insurance is appropriate as it provides comprehensive protection
tailored to the unique risks faced by farmers.

2. What is integration in the context of money laundering?
A. Criminal gets access to clean money
B. Process of disguising illegally obtained funds
C. Transfer of funds across borders
D. Legitimate investment of profits

Integration in the context of money laundering refers to the final stage of the money laundering process, where
illicitly obtained funds are reintroduced into the legitimate financial system in such a way that they appear to be
lawful. The correct understanding involves the concept of the criminal gaining access to what is known as "clean
money" after going through the processes of placement and layering.  When funds have been successfully
integrated, they can be used without attracting attention from authorities, allowing criminals to benefit from their
illegal activities without the risk of being detected. This is a crucial aspect of money laundering, as it completes
the cycle of disguising the origins of the money and reintegrating it into the economy.  The other choices, while
related to the broader themes of money laundering, do not capture the specific meaning of integration.
Disguising illegally obtained funds pertains more to the layering stage, transfer of funds across borders can be
part of both the placement and layering stages, and legitimate investment of profits could involve a variety of
legal financial activities but does not specifically denote the process of integrating illicit gains into the economy.
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3. In the insurance context, what does financial stability refer to?
A. The ability to invest in new technologies
B. The capability to offer lower premiums to policyholders
C. The ability to meet long-term financial commitments
D. The management of short-term cash flow

In the insurance context, financial stability refers to the ability to meet long-term financial commitments. This is
crucial because insurance companies must be able to pay out claims that may arise far into the future,
depending on the policies they underwrite. Financial stability ensures that an insurer can honor its obligations to
policyholders, maintain sufficient reserves, and remain solvent over time.   A financially stable insurer is better
positioned to withstand economic fluctuations, catastrophic events, or unforeseen claims, which can all
significantly impact the company's finances. This aspect of financial stability reassures policyholders that their
claims will be paid when needed, reflecting a healthy and sustainable business model.   In contrast, while
investing in new technologies, offering lower premiums, and managing short-term cash flow are all important
aspects of an insurance company’s operations, they do not directly define financial stability in the same way that
the ability to meet long-term commitments does. The focus on long-term obligations is what sets financial
stability apart in the insurance industry.

4. What is NOT considered a primary function of insurance?
A. Transferring risk.
B. Spreading risk.
C. Providing a degree of certainty.
D. Investing in capital markets.

The choice that indicates investing in capital markets is not considered a primary function of insurance is
accurate because it highlights the primary objectives of insurance operations. The fundamental functions of
insurance primarily revolve around risk management and assurance to policyholders.   Transferring risk involves
the concept where individuals or businesses transfer their potential financial losses to an insurance company,
thus reducing their exposure to unforeseen events. Spreading risk refers to the insurer's strategy of collecting
premiums from many policyholders and using that pool of funds to pay out claims, thereby distributing the risk
across a larger base. Providing a degree of certainty entails giving policyholders peace of mind by ensuring that
they will be compensated for covered losses, thus creating financial predictability in the face of uncertainties.  In
contrast, while investing in capital markets is a function that insurance companies engage in to manage their
portfolios and generate additional income, it is not fundamental to the insurance process itself. Instead, this
function supports the overall financial health and profitability of the insurer but does not represent the core
purpose of insurance, which is fundamentally about risk management and protection.
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5. Who is responsible for regulating brokers in the London Market?
A. LIIBA
B. FOS
C. FCA
D. Lloyd's

The correct answer is the Financial Conduct Authority (FCA), which is the body responsible for the regulation of
insurance brokers in the London Market. The FCA's primary role is to oversee and enforce regulations that
ensure consumer protection, maintain competition, and foster integrity within financial services in the UK. This
includes establishing the conduct rules under which insurance brokers must operate, overseeing their
compliance with these rules, and taking action against those who fail to adhere to regulatory standards.  The
FCA’s regulatory framework covers several areas pertinent to brokerage, including the requirements for license
applications, maintaining appropriate conduct towards customers, and handling complaints effectively. By
regulating brokers, the FCA aims to uphold a robust financial market in which consumers can operate with trust
and confidence.   Other organizations mentioned are involved in various capacities, but they do not hold the
regulatory authority for brokers. For instance, the Lloyd's is significant as it operates a specific insurance
market, and LIIBA represents the interests of insurance and reinsurance brokers but does not regulate them. The
Financial Ombudsman Service (FOS) provides dispute resolution but is not a regulatory body overseeing broker
operations.

6. What does key person insurance protect against?
A. Financial loss caused by a lawsuit
B. Loss due to the death or disability of a key employee
C. Liability from employee misconduct
D. Higher compensation for key employees

Key person insurance is specifically designed to address the financial impact that a business may face due to
the death or disability of a crucial employee, often referred to as a key person. Key individuals in a company
could include top executives, salespeople, or other essential personnel whose expertise, experience, or
relationships are critical to the organization's success.   This type of insurance provides a financial safety net for
the business, allowing it to recover from the loss by funding operational costs, recruiting and training
replacements, or covering any interim loss in revenue that may occur as a result of that individual's absence. The
payout from a key person insurance policy can ensure business continuity, mitigate financial strain, and support
the organization during a critical transition.   The other options do not align with the primary purpose of key
person insurance. Financial loss caused by a lawsuit deals with legal risks rather than employee loss. Liability
from employee misconduct relates to the company’s responsibility for an employee's actions, which is not what
key person insurance addresses. Higher compensation for key employees pertains to remuneration structures
within the company, which is a different aspect entirely from the protective aims of key person insurance.
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7. What is BIPAR?
A. The European federation of insurance intermediaries
B. The European federation of insurance companies
C. The European federation of insurance regulators
D. The European federation of insurance buyers

BIPAR stands for the European Federation of Insurance Intermediaries. It serves as an umbrella organization
representing the interests of insurance and reinsurance intermediaries across Europe. Established to advocate
for the role of these intermediaries within the European insurance market, BIPAR focuses on promoting
professional governance and fair competition in the sector.   Understanding this definition is crucial because it
highlights the critical function that intermediaries play in the insurance industry, including providing advice to
clients and facilitating transactions between consumers and insurers. This context emphasizes the unique
position of BIPAR among the choices provided, as it specifically targets intermediaries, distinct from the roles of
companies, regulators, or buyers in the insurance ecosystem.

8. Which of the following is an example of pecuniary insurance?
A. Money insurance.
B. Stock insurance.
C. Glass insurance.
D. Contractors all risks insurance.

Pecuniary insurance refers to policies that provide coverage for the financial aspects of loss, typically
concerning monetary assets. Money insurance is designed to protect businesses and individuals against the
loss or theft of money, whether in transit, on the premises, or stored in safes. This type of insurance directly
covers financial losses, thus fitting squarely within the definition of pecuniary insurance.  In contrast, stock
insurance addresses physical assets like inventory and goods, glass insurance pertains to protection against
damage or breakage of glass items, and contractors all risks insurance offers coverage for a wide range of
liabilities and property damages during construction projects. While these policies can also have financial
implications, they are not classified under the pecuniary category because they primarily deal with physical
assets or specific risks rather than directly covering monetary loss.

9. If a second underwriter asks for more premium than the first, what should
the broker do?
A. Return to the first underwriter to negotiate
B. Not approach the first underwriter as it contravenes BIPAR rules
C. Request increases from both underwriters
D. Accept the second underwriter's terms only

In situations where a second underwriter proposes a higher premium than the first, it is essential for the broker
to adhere to regulatory and industry standards. BIPAR (the European Federation of Insurance Intermediaries)
sets forth principles that guide the conduct of intermediaries, ensuring transparency and fair practices.  By not
approaching the first underwriter again, the broker respects the established rules of engagement, which
promotes a healthy market environment. This adherence to ethical standards is crucial in maintaining trust
among underwriters and preventing potential conflicts or misunderstandings. The broker's role includes
ensuring fair treatment of all parties involved, and following these rules protects both the integrity of the
insurance market and the interests of clients.   In contrast, other options may lead to complications or breaches
of these standards, so understanding and following the principles set by organizations like BIPAR is vital for
operating within the insurance industry.
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10. When would the average be applied to an insurance claim?
A. Where the policy is subject to a franchise.
B. Where the insurer settles a claim but reserves the right to reclaim some of the

loss from a third party.
C. When there is underinsurance.
D. When the risk is insured with more than one insurer.

The average clause is applied in situations of underinsurance to protect the insurer from losses resulting from
the insured not fully covering the value of their property. When a policyholder chooses to insure an asset for less
than its full value, the principle of average comes into play. This means that if a loss occurs, the insurer will only
pay a proportion of the claim that corresponds to the level of cover provided versus the actual value of the
insured property.   For example, if a property worth £100,000 is insured for only £75,000, and there is a claim for
a loss of £30,000, the average clause would mean the insurer pays only £22,500 because the insured amount is
75% of the property's value. This application ensures that the policyholder bears a part of the loss proportional to
their level of insurance, encouraging them to insure adequately.  Context around the other options helps clarify
the distinction. A franchise generally involves a specific threshold that must be met before a claim is paid, and
thus does not connect directly to the underinsurance principle. Similarly, situations where an insurer settles a
claim but reserves the right to reclaim from a third party involve liability and subrogation but do not relate to the
concept of average. Finally

Sample study guide, visit https://ciilm1insuranceessentials.examzify.com
for the full version with hundreds of practice questions 15

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://ciilm1insuranceessentials.examzify.com

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