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1. In workers' compensation insurance, what primarily
influences the premium rates?
A. The overall expenses of the company
B. The classification put on the employees' occupations
C. The historical claims experience of the industry
D. The size of the workforce

2. What percentage of income benefits can an attorney
charge for representation in a workers compensation claim
dispute?
A. 15%
B. 20%
C. 25%
D. 30%

3. What is "actual cash value" (ACV)?
A. The market value of a property at the time of sale
B. The cost to replace property minus depreciation
C. The estimated cost of property damage
D. The value of physical assets listed in the balance sheet

4. What is "subrogation" in the context of insurance?
A. The process of signing a new insurance policy
B. The process by which an insurer seeks reimbursement from a

responsible party
C. The method of determining coverage limits
D. The negotiation process between insurer and insured

5. The phrase "power to bind" in the context of insurance
adjusters means what?
A. The adjuster makes decisions for the policyholder
B. The insurer is responsible for the actions of the adjuster
C. The principal is bound to the decisions of the adjuster
D. The adjuster can revoke policies at will
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6. What does the term "twisting" refer to in the insurance
industry?
A. Switching an insurance provider for better rates
B. Inducing a policy owner to drop a policy using

misrepresentations
C. Consulting with multiple agencies before renewing
D. Encouraging clients to take unnecessary coverage

7. Which type of growth is NOT included in the definition of
"fungus" under the additional coverage of cause of loss
forms?
A. Mold
B. Fungi
C. Algae
D. Bacteria

8. What is typically NOT covered under a standardized
Dwelling policy?
A. Structural damage from weather
B. Liability for personal injuries
C. Damage caused by boarders living on the property
D. Fire damage to the property

9. What does the practice of rebating involve in the insurance
industry?
A. Offering discounts on premiums
B. Making false statements about dividends
C. Providing bonus policies
D. Offering gifts to policyholders

10. In property insurance, what is considered a 'moral
hazard'?
A. Poor maintenance of property
B. Deliberately misleading a company
C. Involuntary accidents
D. Increased risks due to negligence
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Answers
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1. B
2. C
3. B
4. B
5. C
6. B
7. C
8. C
9. B
10. B
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Explanations
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1. In workers' compensation insurance, what primarily
influences the premium rates?
A. The overall expenses of the company
B. The classification put on the employees' occupations
C. The historical claims experience of the industry
D. The size of the workforce

In workers' compensation insurance, the classification assigned to employees based on
their specific occupations plays a central role in determining premium rates. Each
classification has an associated risk level, which insurance companies assess to predict
potential costs associated with employees in that category. For instance, jobs that
inherently carry higher risks, such as those in construction or manufacturing, generally
have higher premium rates due to the increased likelihood of workplace injuries.   The
classification system allows insurers to evaluate risks more accurately and charge
premiums that reflect the potential for claims. This structured approach ensures that
businesses engaged in riskier activities contribute more to the insurance pool to cover
future claims, while those with lower risk occupations can benefit from lower premiums.  
Other factors, such as the overall expenses of the company, historical claims experience
of the industry, and the size of the workforce, may influence premiums as well, but the
occupational classification remains the primary determinant in establishing base rates
for coverage.

2. What percentage of income benefits can an attorney
charge for representation in a workers compensation claim
dispute?
A. 15%
B. 20%
C. 25%
D. 30%

In Georgia, the legal framework allows attorneys to charge a contingency fee of up to
25% for representing clients in workers' compensation claims. This fee is typically
calculated based on the amount of income benefits awarded to the claimant as a result of
the dispute. The 25% fee structure is established to ensure that attorneys are
compensated for their work while also providing an incentive to secure maximum
benefits for their clients. This percentage aligns with common practice in workers'
compensation cases, balancing the need for legal representation with overall fairness for
injured workers who may already be facing financial difficulties due to their
circumstances.
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3. What is "actual cash value" (ACV)?
A. The market value of a property at the time of sale
B. The cost to replace property minus depreciation
C. The estimated cost of property damage
D. The value of physical assets listed in the balance sheet

Actual cash value (ACV) is defined as the cost to replace property minus depreciation.
This means that when an insurance policy uses ACV to determine the payout amount for
a claim, it considers the current value of the property after accounting for wear and tear,
age, and other factors that decrease its value over time.   For example, if a policyholder
has a roof that is 10 years old and suffers damage, the insurance company will assess
how much it would currently cost to replace that roof with a new one, and then subtract
depreciation to determine the payout amount. This method ensures that the claim
settlement reflects the true value of the property at the time of the damage, rather than
the original purchase price or replacement cost without accounting for depreciation. 
Other choices describe different concepts that do not align with the definition of ACV.
Market value pertains to the price that a property could fetch in the current market and
does not account for depreciation; it reflects potential sale conditions rather than an
insurance payout scenario. The estimated cost of property damage does not consider
depreciation, while the value of physical assets listed in a balance sheet focuses on
accounting figures rather than the current value of assets for insurance purposes.

4. What is "subrogation" in the context of insurance?
A. The process of signing a new insurance policy
B. The process by which an insurer seeks reimbursement from a

responsible party
C. The method of determining coverage limits
D. The negotiation process between insurer and insured

Subrogation is a key concept in the insurance industry that refers to the process by
which an insurer, after paying a claim to the insured, seeks reimbursement from a third
party that is responsible for the loss. This mechanism allows the insurer to recover some
or all of the costs associated with the claim by pursuing legal action or negotiations
against the party at fault.   For instance, if an individual is involved in a car accident
caused by another driver and their insurer covers the damages, the insurer may initiate
subrogation against the responsible driver's insurer to reclaim the amount it paid for the
claim. This is beneficial not only to the insurer by reducing their losses, but it can also
help keep insurance premiums lower for policyholders by controlling the costs associated
with claims.  In contrast, the other choices do not capture the essence of subrogation.
Signing a new insurance policy refers to the initiation of coverage, determining coverage
limits relates to understanding the extent and cap of the insurance provided, and
negotiation between the insurer and insured involves discussions about terms and
coverage rather than the recovery of funds after a claim has been paid.
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5. The phrase "power to bind" in the context of insurance
adjusters means what?
A. The adjuster makes decisions for the policyholder
B. The insurer is responsible for the actions of the adjuster
C. The principal is bound to the decisions of the adjuster
D. The adjuster can revoke policies at will

In the context of insurance adjusters, the phrase "power to bind" refers to the authority
the adjuster has to make decisions that legally commit the insurer to a certain course of
action. When the adjuster acts within the scope of their authority, they effectively
represent the insurer, which means that any decisions or agreements made by the
adjuster can bind the insurer to those decisions. This establishes a legal obligation for
the insurer based on the actions taken by the adjuster.  This understanding is crucial
because it underscores the adjuster's role within the claims process. Insurance policies
often grant adjusters specific authority, which includes the ability to negotiate
settlements and make determinations regarding the outcome of claims. The binding
nature of these decisions reflects the trust insurers place in adjusters to act in their best
interests, as the adjuster is typically an agent of the insurer.  The other options do not
accurately capture the meaning of the phrase. While adjusters do make decisions related
to claims, they do so on behalf of the insurer rather than making decisions for
policyholders directly. Although insurers are responsible for the actions of their
adjusters, that responsibility is a broader principle of agency law and does not
specifically define the "power to bind". Moreover, adjusters do not have the authority

6. What does the term "twisting" refer to in the insurance
industry?
A. Switching an insurance provider for better rates
B. Inducing a policy owner to drop a policy using

misrepresentations
C. Consulting with multiple agencies before renewing
D. Encouraging clients to take unnecessary coverage

In the insurance industry, "twisting" specifically refers to the unethical practice of
inducing a policyholder to drop their current insurance policy based on
misrepresentations or incomplete information. This often involves agents or companies
convincing clients to switch their insurance provider under false pretenses, such as
overstating the benefits of the new policy while downplaying or misrepresenting the
drawbacks of the existing one.   This practice is considered harmful not only because it
can lead to financial loss for the policyholder due to lapses in coverage or less favorable
terms but also because it undermines trust in the insurance industry as a whole. Because
of the serious implications involved, regulatory bodies often impose penalties on those
found to be engaging in twisting behaviors, reinforcing the importance of ethical conduct
within the field.   The other choices do not correctly define the term "twisting." For
instance, switching providers for better rates could be a legitimate practice, and
consulting with multiple agencies before renewing is a common way to ensure
competitive pricing without any deceptive tactics. Encouraging unnecessary coverage,
while potentially unethical, does not fit the specific definition of twisting as it pertains to
misrepresentation related to policy cancellation and switching.
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7. Which type of growth is NOT included in the definition of
"fungus" under the additional coverage of cause of loss
forms?
A. Mold
B. Fungi
C. Algae
D. Bacteria

The definition of "fungus" in the context of insurance cause of loss forms specifically
includes certain types of organisms typically associated with decay and deterioration. The
term "fungus" generally encompasses organisms such as mold and fungi, which are
known for affecting materials like wood and causing health issues.   In this case, algae,
while it can grow in damp environments and be problematic in other contexts, is not
classified under the broader category of fungi by the insurance definitions. Thus, algae is
the correct answer because it is a different type of organism that does not fit within the
conventional perceptions or categorizations of fungus-related damage covered in most
insurance policies.  Bacteria, on the other hand, is a distinct entity from fungi and is
typically addressed separately in policy language, indicating a clear delineation of
coverage when it comes to different types of biological growth. Mold and other fungi fall
under the scope of coverage due to their nature as decomposing agents that can cause
significant property damage and health concerns. This highlights the importance of
understanding how terms are defined within policy documents to ascertain what risks are
covered and informs the policyholder of the specific exclusions or limitations in coverage.

8. What is typically NOT covered under a standardized
Dwelling policy?
A. Structural damage from weather
B. Liability for personal injuries
C. Damage caused by boarders living on the property
D. Fire damage to the property

A standardized Dwelling policy is designed to provide coverage for specific types of risks
associated with the property itself, such as structural damage from weather, fire damage,
and other perils outlined in the policy. However, liability coverage, which includes
personal injuries that may occur on the property, is typically not included in a Dwelling
policy. This means that if a boarder living on the property were to cause damage, that
would not be covered under the policy, as it is primarily focused on protecting the
physical structure and not extending to liability for personal injuries or damages caused
by individuals residing on the property. This distinction underscores the limitations of
what a standardized Dwelling policy encompasses, reinforcing the importance for
property owners to consider additional liability coverage separate from their Dwelling
policy.
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9. What does the practice of rebating involve in the insurance
industry?
A. Offering discounts on premiums
B. Making false statements about dividends
C. Providing bonus policies
D. Offering gifts to policyholders

Rebating in the insurance industry refers to the practice where an insurance agent or
broker provides an inducement, typically in the form of cash or some other benefit, to a
potential customer as a means of attracting them to purchase a policy. Although the term
may seem to involve simple discounts or bonuses, it traditionally includes misleading or
false promises of payments or benefits that are not disclosed in the standard policy itself,
such as making false statements about dividends.  The key reason why this practice is
often considered unethical and is prohibited in many states is that it can mislead
consumers about the true price of insurance products and create an unfair competitive
advantage for those who engage in it. By making false statements about the benefits like
dividends that the policyholder can expect, the practice undermines the transparency and
trust that are essential in the insurance industry. Therefore, understanding rebating is
crucial for adjusters and agents to ensure compliance with legal and ethical standards in
their profession.

10. In property insurance, what is considered a 'moral
hazard'?
A. Poor maintenance of property
B. Deliberately misleading a company
C. Involuntary accidents
D. Increased risks due to negligence

In property insurance, a 'moral hazard' refers to the scenario where an individual's
behavior characteristically changes with the presence of insurance coverage, leading
them to take risks they otherwise would not take. This form of hazard arises from
attitudes or behaviors that can lead to dishonest acts, such as deliberately misleading a
company about the extent of property damage or loss. This means that the person may
feel emboldened to act in ways that could result in claims, knowing they are covered, and
thus potentially engaging in fraudulent behavior to benefit from the insurance policy. 
The other options relate to different types of risks but do not fit the definition of a moral
hazard. Poor maintenance would relate more to physical hazards that increase the
likelihood of damage or loss. Involuntary accidents imply that the event occurs without
intention or premeditated action, thus not constituting moral hazard. Increased risks due
to negligence focus on carelessness rather than intentional behavior motivated by the
presence of insurance. Thus, the characteristic of deliberately misleading the company
firmly aligns with moral hazards in the context of property insurance.
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