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1. How does Medicare differ from Medicaid?
A. Medicare serves any age group, while Medicaid is

age-restricted
B. Medicare is primarily for individuals aged 65 and older, while

Medicaid assists low-income individuals
C. Medicare is free for all, while Medicaid requires premiums
D. Medicare only covers hospital services, while Medicaid

covers all services

2. Which of the following is a key feature of managed care
plans?
A. Higher premiums for broader coverage
B. Network of providers for reduced costs
C. Unlimited access to any healthcare provider
D. No requirement for referrals

3. What typically incentivizes patients under a tiered network
model?
A. Guaranteed access to specialists
B. Lower out-of-pocket costs for preferred providers
C. Higher out-of-pocket costs for all services
D. Access to every provider without restrictions

4. Which of these is considered a mandatory provision in a
health insurance policy?
A. Renewal options
B. Payment of Claims
C. Exclusions
D. Pre-existing conditions

5. What type of health plan does J belong to if it contracts
with doctors and hospitals to provide medical benefits at a
preset price?
A. Preferred Provider Organization (PPO)
B. Indemnity Plan
C. Health Maintenance Organization (HMO)
D. Exclusive Provider Organization (EPO)
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6. How do out-of-pocket maximums function?
A. They determine the total cost of insurance premiums per

year
B. They limit the amount an insured pays in a policy year for

covered services
C. They are the minimum amount required to pay for a visit
D. They provide an exemption from premiums if reached

7. Who must provide proper disclosure concerning the
replacement of an insurance policy?
A. Insurer
B. Agent
C. Policyholder
D. Broker

8. What is a health savings account (HSA)?
A. A retirement account for medical expenses
B. A tax-advantaged savings account for qualifying medical

expenses
C. A fund managed by insurance companies for health coverage
D. A type of insurance coverage for emergencies only

9. What is the meaning of "claims processing" in health
insurance?
A. The procedure by which customers submit their health

information
B. The method insurers determine the amount owed by

policyholders
C. The procedure by which an insurer processes and pays claims

for covered services
D. The process of adjusting premiums based on risk assessment

10. Which of the following typically applies to a Preferred
Provider Organization (PPO)?
A. Low out-of-pocket payments for all services
B. No requirement for a primary care doctor or referrals
C. Coverage limited to in-network providers only
D. Higher premiums for being part of the network
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Answers
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1. B
2. B
3. B
4. B
5. C
6. B
7. B
8. B
9. C
10. B

6Sample study guide. Visit https://gahealthinsurance.examzify.com for the full version

SA
M

PLE



Explanations
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1. How does Medicare differ from Medicaid?
A. Medicare serves any age group, while Medicaid is

age-restricted
B. Medicare is primarily for individuals aged 65 and older, while

Medicaid assists low-income individuals
C. Medicare is free for all, while Medicaid requires premiums
D. Medicare only covers hospital services, while Medicaid

covers all services
The choice that states Medicare is primarily for individuals aged 65 and older, while
Medicaid assists low-income individuals, accurately reflects the fundamental differences
between these two programs. Medicare is a federally funded health insurance program
designed mainly to serve senior citizens, although it also covers certain younger
individuals with disabilities or specific health conditions. This program aims to provide
essential health coverage for those who are typically retired and may have limited income
from work.  On the other hand, Medicaid is a state and federally funded program that
provides health coverage to low-income individuals and families, which can include
people of any age. This means that while the primary focus of Medicare is on older
adults, Medicaid is more about financial need, covering children, pregnant women, and
adults with disabilities or low income among others.  The other options do not accurately
represent the primary distinctions between these two programs. For instance, the
statements about age restriction, costs, and the scope of coverage do not clearly define
how Medicare and Medicaid serve different populations and have different purposes
within the healthcare system.

2. Which of the following is a key feature of managed care
plans?
A. Higher premiums for broader coverage
B. Network of providers for reduced costs
C. Unlimited access to any healthcare provider
D. No requirement for referrals

Managed care plans are designed to provide cost-effective healthcare by utilizing a
network of healthcare providers. This network includes hospitals, specialists, and
primary care physicians who have agreed to provide services at reduced fees. The cost
savings arise from the plan's ability to negotiate lower rates with these providers and
manage the care provided to members.  Members of a managed care plan typically
receive better coverage and lower costs when they use providers within the network. This
arrangement encourages members to seek care from designated providers, helping to
control overall healthcare spending while maintaining a certain standard of care.
Therefore, the establishment of a network of providers is a fundamental aspect of
managed care that distinguishes it from other health insurance models, where members
might have more flexibility in choosing providers but at a higher cost.  In contrast, the
alternatives provided do not align with the core principles of managed care. For instance,
higher premiums indicate a traditional insurance approach that does not emphasize cost
control through a provider network. Unlimited access to any healthcare provider and no
requirement for referrals suggest a more flexible plan, which is typically characteristic of
indemnity plans rather than managed care.
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3. What typically incentivizes patients under a tiered network
model?
A. Guaranteed access to specialists
B. Lower out-of-pocket costs for preferred providers
C. Higher out-of-pocket costs for all services
D. Access to every provider without restrictions

In a tiered network model, the structure is designed to encourage patients to utilize
preferred providers by offering financial incentives. Lower out-of-pocket costs for these
preferred providers are a key feature of this model, which includes a variety of provider
tiers. Typically, costs are minimized when patients choose providers that are considered
in-network or preferred within the tiered system.  By offering lower out-of-pocket
expenses for services received from preferred providers, the model not only aims to steer
patients towards those providers but also to contain costs for the overall healthcare
system. This arrangement can lead to improved quality of care and better health
outcomes, as preferred providers are usually those who have met certain performance
criteria or cost-effectiveness standards.  In contrast, options indicating guaranteed
access to specialists, higher out-of-pocket costs for all services, or unrestricted access to
every provider do not align with the fundamental purpose of a tiered network model,
which is to create a structured hierarchy of providers that rewards patients for choosing
care wisely based on cost and quality.

4. Which of these is considered a mandatory provision in a
health insurance policy?
A. Renewal options
B. Payment of Claims
C. Exclusions
D. Pre-existing conditions

The mandatory provision in a health insurance policy refers to a requirement that must
be included for the policy to meet the standards set forth by regulatory authorities. In
this case, the payment of claims is a critical aspect, as it outlines how and when the
insurer will pay for covered services.  This provision ensures that policyholders
understand their rights and the process for receiving benefits when they file a claim. It
typically includes specific details such as the timeframe in which claims must be paid
after they are submitted and the documentation required to process these claims. By
having this provision, consumers are protected and can expect timely assistance from
their insurance provider, fostering transparency and trust in the insurance process.  The
other concepts, such as renewal options, exclusions, and pre-existing conditions, while
important, are not mandated by law and can vary considerably between different
insurance policies. This variability allows insurers to compete and tailor their offerings,
but it also means that policyholders need to be vigilant in understanding the terms of
their specific policies.
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5. What type of health plan does J belong to if it contracts
with doctors and hospitals to provide medical benefits at a
preset price?
A. Preferred Provider Organization (PPO)
B. Indemnity Plan
C. Health Maintenance Organization (HMO)
D. Exclusive Provider Organization (EPO)

J belongs to a Health Maintenance Organization (HMO) because this type of health plan
typically contracts with a network of doctors and hospitals to provide medical services at
predetermined costs. Members of an HMO usually select a primary care physician and
need referrals to see specialists. The HMO structure emphasizes preventive care and
routine check-ups, encouraging members to seek care within the network to minimize
out-of-pocket expenses. This model helps to manage healthcare costs effectively while
ensuring coordinated care among providers, which aligns with the description given in
the question.

6. How do out-of-pocket maximums function?
A. They determine the total cost of insurance premiums per

year
B. They limit the amount an insured pays in a policy year for

covered services
C. They are the minimum amount required to pay for a visit
D. They provide an exemption from premiums if reached

Out-of-pocket maximums serve as a protective measure for insured individuals, capping
the total amount that a policyholder must pay out of their own pocket for covered
healthcare expenses within a policy year. Once this limit is reached, the insurance
company covers 100% of any additional costs for the rest of that year, providing
significant financial relief and making healthcare more affordable for policyholders.  
This mechanism is crucial in preventing excessive financial burden from medical
expenses, ensuring that while individuals may pay deductibles and co-pays throughout
the year, there is a definitive limit to their financial liability for necessary medical care.
By understanding how out-of-pocket maximums function, individuals can better navigate
their healthcare costs and choose insurance plans that align with their financial
capabilities and healthcare needs.   Other options do not accurately describe the role of
out-of-pocket maximums; for example, they do not pertain to the total cost of premiums,
they are not minimum payment requirements for visits, and they do not exempt
individuals from paying premiums if a certain threshold is reached.
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7. Who must provide proper disclosure concerning the
replacement of an insurance policy?
A. Insurer
B. Agent
C. Policyholder
D. Broker

The responsibility for providing proper disclosure concerning the replacement of an
insurance policy primarily lies with the agent. This requirement is crucial in the
insurance industry as it safeguards the interests of policyholders by ensuring they are
fully informed about the implications of replacing an existing policy with a new one. 
Agents are obliged to explain not only the benefits of the new policy but also the risks
associated with replacing an existing one. This includes addressing issues such as
potential loss of coverage, changes in premiums, and any waiting periods that could
affect the policyholder's coverage. By providing thorough and clear disclosures, agents
empower clients to make informed decisions and avoid any unintended consequences
related to policy replacements.  Additional context reveals that while insurers play a role
in policy formation and distribution, they rely on agents to carry out the disclosure
process effectively. Policyholders themselves, while informed participants in this process,
are not tasked with providing disclosures, and brokers, similar to agents, primarily act on
behalf of clients rather than having the onus of providing proper disclosures regarding
replacements. Thus, the agent's role is paramount in ensuring compliance with these
important consumer protection regulations.

8. What is a health savings account (HSA)?
A. A retirement account for medical expenses
B. A tax-advantaged savings account for qualifying medical

expenses
C. A fund managed by insurance companies for health coverage
D. A type of insurance coverage for emergencies only

A health savings account (HSA) is a tax-advantaged savings account designed specifically
for individuals to save money for qualified medical expenses. This type of account allows
individuals to contribute pre-tax dollars, effectively lowering their taxable income. The
funds in an HSA can be used for various qualified medical costs, including deductibles,
copayments, and other out-of-pocket healthcare expenses, which helps in managing
healthcare costs more effectively.  The key features of an HSA include tax deductions on
deposits, tax-free growth on interest, and tax-free withdrawals when the funds are used
for qualified medical expenses. This structure encourages individuals to save for future
healthcare costs while also providing significant tax benefits.  In contrast, the other
options describe different financial tools or products that do not fit the definition of an
HSA. A retirement account for medical expenses does not accurately capture the nature
of HSAs, which are primarily intended for current medical expenses rather than as a
retirement savings vehicle. A fund managed by insurance companies for health coverage
does not reflect the personal ownership and control individuals have over their HSAs.
Lastly, a type of insurance coverage for emergencies only does not align with the broad
range of expenses an HSA can cover.
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9. What is the meaning of "claims processing" in health
insurance?
A. The procedure by which customers submit their health

information
B. The method insurers determine the amount owed by

policyholders
C. The procedure by which an insurer processes and pays claims

for covered services
D. The process of adjusting premiums based on risk assessment

Claims processing refers to the procedure by which an insurer evaluates the claims
submitted by healthcare providers or policyholders related to covered medical services.
When a healthcare service is rendered, the provider submits a claim to the insurance
company detailing the services performed and their costs.   The insurer then reviews the
claim to ensure it meets the policy's coverage criteria, verifies the medical necessity of
the services rendered, and assesses the submitted documentation against the terms and
conditions of the health insurance policy. Once all criteria are met, the insurer processes
the claim by determining how much they will reimburse the provider (or pay the
policyholder, if applicable) based on the agreed-upon terms of the policy. This involves
applying any deductibles, co-pays, or coinsurance amounts before finalizing the payment.
This understanding of claims processing is essential in health insurance, as it illustrates
the crucial steps involved in ensuring that medical services are not only billed correctly
but also reimbursed fairly according to the policyholder's coverage.

10. Which of the following typically applies to a Preferred
Provider Organization (PPO)?
A. Low out-of-pocket payments for all services
B. No requirement for a primary care doctor or referrals
C. Coverage limited to in-network providers only
D. Higher premiums for being part of the network

A Preferred Provider Organization (PPO) plan is characterized by its greater flexibility in
choosing healthcare providers compared to other types of insurance plans, such as
Health Maintenance Organizations (HMOs). One of the key features of a PPO is that
enrollees do not need to select a primary care physician (PCP) and are not required to
obtain referrals to see specialists. This aspect allows members the freedom to seek care
from specialized providers without going through a gatekeeping process, which is a
significant advantage for those who value convenience and direct access to a wide range
of services.  While PPOs may have lower out-of-pocket costs within their network
compared to out-of-network care, it is essential to understand that they emphasize
flexibility and choice in provider selection rather than minimizing overall costs. High
premiums may also be associated with PPO plans due to the broader networks and the
ability to access out-of-network care, which is indicative of the trade-offs that come with
this type of insurance. Therefore, the ability to forego a primary care doctor or referrals
is what distinctly defines the PPO structure, making this the correct choice.
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