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1. In an application, the information that must be disclosed
includes?
A. only his date and place of birth
B. only his family history
C. every fact in his knowledge that is material to the insurance
D. only information he wants the agent to know

2. What is the advantage of receiving dividends in life
insurance?
A. They guarantee lower premiums indefinitely
B. They can enhance the policy's cash value or reduce costs
C. They allow for permanent coverage without extra cost
D. They are paid out regardless of policy performance

3. Which aspect of Whole Life insurance is often highlighted
to show its value?
A. Its connection to disability benefits
B. Its ability to be converted into term insurance
C. Its capacity to build cash value
D. Its customizable premium payments

4. What financial metric can influence a person's insurance
requirements?
A. Annual income only
B. Total debts only
C. Total assets only
D. Net worth

5. What does "payment mode" refer to in life insurance?
A. The number of beneficiaries on the policy
B. The length of the policy term
C. The frequency of premium payments
D. The age when premiums must be paid

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

SA
M

PLE



6. What does the IC require proof of prior to granting an
insurance license?
A. A clean record of employment
B. A reasonable educational background
C. A prospective agent's character and reputation
D. All of the above

7. When will an insurance agent's license be renewed?
A. When the commissioner is satisfied with the application

information
B. Only for one month
C. During the agent's lifetime
D. When the application and fee are received

8. What is a fixed amount added to the premium known as?
A. Policy fee
B. Policy reserve
C. Policy values
D. Extra premium

9. Which of the following factors would have the least effect
on the premium charged for life insurance?
A. Age
B. Occupation
C. income
D. all of the above

10. What benefit does the Accidental Death Benefit Rider
provide?
A. Increased cash value
B. Double benefits if the insured dies due to an accident
C. Lower premiums for the insured
D. Coverages for critical illnesses
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Answers
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1. C
2. B
3. C
4. D
5. C
6. D
7. A
8. A
9. C
10. B
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Explanations
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1. In an application, the information that must be disclosed
includes?
A. only his date and place of birth
B. only his family history
C. every fact in his knowledge that is material to the insurance
D. only information he wants the agent to know

The correct choice highlights the importance of full disclosure in the insurance
application process. When applying for insurance, applicants are required to provide all
relevant facts that are material to the risk being insured. This means that any
information that could influence the insurer's decision to provide coverage or determine
the terms of that coverage must be shared.   Insurance operates on something called
"utmost good faith," where both parties are expected to act honestly and transparently.
By disclosing every material fact, the applicant helps ensure that the insurer can
accurately assess the risk involved. If an applicant fails to disclose pertinent information,
it could lead to complications in claims processing or even cancellation of the policy. 
Other options fall short of this standard: disclosing only the date and place of birth or
family history may leave out critical health information or lifestyle factors that could
impact the underwriting process. Additionally, only sharing information that the
applicant wants the agent to know undermines the principle of full transparency and
could result in misunderstandings or claim denials later on.

2. What is the advantage of receiving dividends in life
insurance?
A. They guarantee lower premiums indefinitely
B. They can enhance the policy's cash value or reduce costs
C. They allow for permanent coverage without extra cost
D. They are paid out regardless of policy performance

Receiving dividends in life insurance primarily provides the benefit of enhancing the
policy's cash value or reducing costs. This advantage comes from the nature of dividends,
which are a portion of the insurer's surplus returned to policyholders. When a
policyholder receives dividends, they have options for how to use them, such as applying
them to reduce premium payments, purchasing additional insurance coverage, or adding
them to the policy's cash value, which can be beneficial for future borrowing or
withdrawal.  This flexibility allows policyholders to strengthen their financial position
through their policy, maximizing the benefits they receive. Enhancing cash value can be
particularly advantageous as it may help meet financial goals in the future, such as
funding retirement or other long-term needs.  In contrast, other options may suggest
guarantees or benefits that do not accurately represent the nature of dividends. For
instance, dividends are not a fixed amount and depend on the performance of the
insurance company, which means they do not guarantee lower premiums indefinitely or
allow for permanent coverage without extra costs. Additionally, dividends are not paid
out regardless of policy performance; their distribution is intricately tied to the insurer's
financial condition and operational success. Thus, option B accurately captures the
primary advantage of dividends in life insurance.
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3. Which aspect of Whole Life insurance is often highlighted
to show its value?
A. Its connection to disability benefits
B. Its ability to be converted into term insurance
C. Its capacity to build cash value
D. Its customizable premium payments

Whole Life insurance is often highlighted for its capacity to build cash value, which is
considered one of its most significant benefits. Unlike other types of life insurance,
Whole Life policies accumulate a cash value over time as a portion of the premiums paid
goes towards this investment component. This cash value grows at a guaranteed rate,
making it a relatively low-risk savings vehicle. Policyholders can borrow against this cash
value or even withdraw it, providing additional financial flexibility and security.  The
growth of the cash value is a key selling point for Whole Life insurance, as it can be used
for various financial needs, such as funding education, purchasing a home, or supporting
retirement plans. This feature distinguishes Whole Life from term insurance, which does
not build any cash value and only provides a death benefit during the term of the policy.
The ability to have a financial asset that can contribute to long-term financial growth is a
crucial reason why individuals may choose Whole Life insurance over other options.

4. What financial metric can influence a person's insurance
requirements?
A. Annual income only
B. Total debts only
C. Total assets only
D. Net worth

Determining a person's insurance requirements involves a comprehensive evaluation of
their financial situation, and net worth serves as a critical financial metric in this
assessment. Net worth is the difference between an individual's total assets and total
liabilities, providing insight into their overall financial health.   When calculating life
insurance needs, understanding net worth allows individuals to gauge the amount of
coverage necessary to protect their loved ones and debts in the event of their premature
death. A higher net worth may indicate more significant financial responsibilities, which
could require a larger policy to ensure that beneficiaries can maintain their lifestyle and
cover outstanding obligations. Conversely, individuals with lower net worth may need less
coverage, depending on their specific circumstances and needs.  While annual income,
total debts, and total assets are important components of a financial picture, net worth
encapsulates the entirety of an individual’s financial status, making it the most
influential metric in shaping insurance requirements.
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5. What does "payment mode" refer to in life insurance?
A. The number of beneficiaries on the policy
B. The length of the policy term
C. The frequency of premium payments
D. The age when premiums must be paid

"Payment mode" in life insurance refers to the frequency with which premium payments
are made. This can include options such as monthly, quarterly, semi-annually, or
annually. Each mode may have different implications for the policyholder, including how
much they pay in total premiums and how often they need to budget for those payments. 
Selecting a specific payment mode can impact cash flow and financial planning for the
policyholder, as well as potentially affect the overall cost of the insurance. Often,
insurers will provide discounts for choosing less frequent payment schedules, such as
annual payments, compared to making monthly payments. Understanding the payment
mode is crucial for policyholders to manage their insurance costs effectively.

6. What does the IC require proof of prior to granting an
insurance license?
A. A clean record of employment
B. A reasonable educational background
C. A prospective agent's character and reputation
D. All of the above

The Insurance Commission (IC) requires proof of several factors before granting an
insurance license to ensure that only qualified and trustworthy individuals are allowed to
operate in the insurance industry. This is crucial because the role of an insurance agent
involves dealing with clients' sensitive information and financial matters.  Having a clean
record of employment is important as it reflects the applicant's reliability and integrity in
previous roles. A reasonable educational background shows that the applicant has the
necessary knowledge base to understand insurance products and regulations. Perhaps
most significantly, assessing a prospective agent's character and reputation is key to
maintaining public trust in the insurance sector. This involves examining any past legal
issues, complaints, or other factors that might affect the individual's suitability for the
role.  Therefore, the requirement of all these factors—employment history, educational
qualifications, and personal character—works collectively to ensure that licensed agents
are competent, reliable, and ethical, ultimately protecting consumers and upholding the
integrity of the insurance marketplace.
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7. When will an insurance agent's license be renewed?
A. When the commissioner is satisfied with the application

information
B. Only for one month
C. During the agent's lifetime
D. When the application and fee are received

The correct answer focuses on the conditions under which an insurance agent's license is
renewed. Renewal occurs when the commissioner is satisfied with the application
information. This implies that there is a process that involves reviewing the materials
submitted by the agent to ensure they meet all regulatory requirements and standards.
The commissioner’s satisfaction is critical in ensuring that agents maintain their
licensure by adhering to industry regulations and demonstrating their qualifications and
fitness to operate as an insurance agent.  In contrast, the other options do not accurately
reflect the renewal process. Suggesting that renewal happens "only for one month" is
misleading, as licenses are typically renewed for longer periods, often up to a few years
depending on state regulations. The notion of a license being renewed "during the
agent's lifetime" is unrealistic, as licensing typically requires periodic renewal to ensure
compliance and competency. Lastly, stating that renewal occurs simply "when the
application and fee are received" overlooks the critical step of the commissioner’s review
and approval, which is essential to the renewal process. Thus, the focus on the
satisfaction of the application information as a prerequisite reflects the necessary
regulatory oversight in maintaining effective licensure.

8. What is a fixed amount added to the premium known as?
A. Policy fee
B. Policy reserve
C. Policy values
D. Extra premium

The term referring to a fixed amount added to the premium is known as a policy fee. This
fee is usually a set charge that covers the administrative costs associated with
maintaining the insurance policy. It is distinct from the actual costs of risk coverage
provided by the insurance and is typically applied uniformly to all policies regardless of
coverage amount.   Understanding this concept is vital, as policy fees can affect the
overall cost of insurance products, influencing a policyholder's decision-making process
when comparing different insurance plans. Recognizing this charge is essential in
accurately assessing the total premium cost over the life of the policy. In contrast,
options such as policy reserve relate to funds set aside to cover future claims, policy
values represent the benefits or cash value of the policy, and extra premium refers to
additional charges for specific risks or benefits beyond the standard coverage.
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9. Which of the following factors would have the least effect
on the premium charged for life insurance?
A. Age
B. Occupation
C. income
D. all of the above

The premium charged for life insurance typically takes into account several risk factors,
and among them, income has the least direct correlation with the risk profile presented
to the insurer.   Age is a critical factor; as a person gets older, the likelihood of mortality
increases, leading to higher premiums. Occupation is also significant because certain
jobs involve more risk than others—high-risk occupations can lead to higher premiums
due to the greater chance of injury or death associated with that line of work.  Income,
while relevant to the level of coverage a person might choose, does not directly influence
the risk of insuring an individual’s life. Insurers focus more on factors that affect life
expectancy and risk of claims, whereas income primarily affects how much coverage a
person can afford rather than their overall risk profile. Hence, it is reasonable to
conclude that income would have the least effect on the premium charged for life
insurance.

10. What benefit does the Accidental Death Benefit Rider
provide?
A. Increased cash value
B. Double benefits if the insured dies due to an accident
C. Lower premiums for the insured
D. Coverages for critical illnesses

The Accidental Death Benefit Rider provides the specific benefit of paying double the
death benefit in the event that the insured's death occurs as a direct result of an
accident. This rider is designed to enhance the standard life insurance policy by offering
additional financial protection during tragic and unforeseen circumstances. If the
insured passes away due to an accident, the rider kicks in and pays an additional benefit,
effectively doubling the amount that would typically be paid out under the policy.  This
rider is particularly valuable for those who wish to ensure their loved ones receive a
greater financial cushion in case of accidental death, reflecting the heightened risk and
unpredictability associated with such events. It is important to understand that this
benefit only applies if the death is classified as accidental and does not extend to deaths
resulting from natural causes or illnesses. Thus, the Accidental Death Benefit Rider
serves as a targeted enhancement to provide peace of mind in case of untimely accidents.
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