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1. What type of life insurance incorporates flexible premiums
and an adjustable death benefit?
A. Endowment Policy
B. Modified Whole Life
C. Decreasing Term
D. Universal Life

2. An example of rebating would be?
A. A mutual insurance company paying dividends to its

policyowners
B. Reducing the premiums across the board for a specific risk

class
C. Returning a portion of a premium as inducement to purchase

insurance
D. Using intimidation in order to restrain or monopolize the

business of insurance

3. What must be in place for an individual to be eligible for
benefits under a Health Reimbursement Arrangement?
A. All employees must enroll
B. Establishment by the employee
C. Approval from a healthcare provider
D. Established by the employer

4. An individual working part-time has an annual income of
$25,000. If this individual has an IRA, what is the maximum
deductible IRA contribution allowable?
A. No deduction allowed
B. $2,500
C. $2,000
D. $1,000

5. In Indiana, a producer who is licensed here but resides in
Michigan is considered what type of producer?
A. Nonresident
B. Foreign
C. Alien
D. Reciprocal
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6. A life policy loan in Indiana cannot charge a fixed rate of
interest higher than?
A. 7%
B. 8%
C. 9%
D. 10%

7. Which statement regarding a policy's Grace Period is
FALSE?
A. Past due premiums are waived
B. Policy loans may still be made
C. Full coverage continues
D. Grace period terms are stated in the policy

8. What is a key factor that an insurance company considers
when determining the premium rate for a Whole Life policy?
A. Geographical Location
B. Source of Income
C. Risk Classification
D. Marital Status

9. What is required for a Producer to be in compliance with
Rule 13, Life Insurance Advertising?
A. A potential Applicant must be told the Producer is currently

licensed for any Life Insurance transaction
B. A potential Applicant must be told that Life insurance is the

exclusive subject of the sale
C. A Producer is required to notify potential Applicants that

dividends are guaranteed
D. A Producer is required to have all sales materials approved

by the commissioner
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10. An example of rebating would be?
A. Returning a portion of a premium as inducement to purchase

insurance
B. Reducing the premium across the board for a specific risk

class
C. A mutual insurance company paying dividends to its

policyowners
D. Using intimidation in order to restrain or monopolize the

business of insurance
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Answers
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1. D
2. C
3. D
4. B
5. A
6. B
7. A
8. C
9. B
10. A
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Explanations
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1. What type of life insurance incorporates flexible premiums
and an adjustable death benefit?
A. Endowment Policy
B. Modified Whole Life
C. Decreasing Term
D. Universal Life

The type of life insurance that incorporates flexible premiums and an adjustable death
benefit is Universal Life insurance. This type of policy allows policyholders to adjust both
the amount and frequency of their premium payments, which can help accommodate
changes in their financial situation over time. Additionally, the death benefit can be
modified to meet the changing needs of the policyholder, either increasing for added
coverage or decreasing if less coverage is desired.   Universal Life insurance is designed
to be adaptable and features an investment savings element that can grow over time,
which further enhances its flexibility. This way, policyholders are provided with both the
protection of life insurance and the benefits of potential cash value accumulation, giving
them the power to tailor their policy to fit their personal financial goals and needs as
circumstances change.   Other options like the Endowment Policy, Modified Whole Life,
and Decreasing Term do not offer the same level of flexibility regarding premium
payments and death benefits, making them less suited for this question. Specifically, an
Endowment Policy typically pays a death benefit if the insured dies within a specified
period or pays out the face amount when the insured reaches a certain age, but without
the adjustable features. Modified Whole Life offers some flexibility, but it's generally less
than Universal Life. Decreasing Term life insurance

2. An example of rebating would be?
A. A mutual insurance company paying dividends to its

policyowners
B. Reducing the premiums across the board for a specific risk

class
C. Returning a portion of a premium as inducement to purchase

insurance
D. Using intimidation in order to restrain or monopolize the

business of insurance
Rebating is defined as the practice of returning a portion of an insurance premium to the
policyholder as an inducement to purchase a policy. This is considered an unethical
practice in most states, including Indiana, and is typically prohibited by insurance
regulations. By offering an incentive such as a portion of the premium back, the agent or
insurer is trying to influence the buyer's decision in a way that is not transparent and can
be misleading.   In contrast, paying dividends to policyowners, reducing premiums for a
specific risk class, or using intimidation, while they may involve financial aspects of the
insurance business, do not fit the definition of rebating. For instance, dividends are a
standard benefit provided to members of a mutual insurance company based on the
company's performance and financial results, and not an inducement for purchasing the
policy. Similarly, reducing premiums across the board is a legitimate pricing strategy
based on risk assessment or market adjustment, rather than a personal inducement to
encourage a sale. Using intimidation to monopolize the business is a form of unethical
practice that goes far beyond the concept of rebating. Therefore, returning a portion of a
premium as an inducement directly aligns with the definition of rebating.
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3. What must be in place for an individual to be eligible for
benefits under a Health Reimbursement Arrangement?
A. All employees must enroll
B. Establishment by the employee
C. Approval from a healthcare provider
D. Established by the employer

For an individual to be eligible for benefits under a Health Reimbursement Arrangement
(HRA), it is essential that the arrangement is established by the employer. An HRA is a
type of employer-funded benefit plan that reimburses employees for qualified medical
expenses. Unlike other accounts that employees can set up on their own, such as Health
Savings Accounts (HSAs), HRAs are specifically employer-sponsored plans designed to
help employees cover their healthcare costs.   This employer establishment is critical
because it provides the framework within which the benefits are funded and
administered, defining eligible expenses and the structure of reimbursement. Employees
cannot individually create or manage an HRA without employer involvement.  In contrast,
the other choices do not accurately reflect the requirements for HRA eligibility. For
instance, all employees enrolling is not a necessity, as participation can vary among the
workforce. Similarly, approval from a healthcare provider is not a requirement for
accessing benefits through an HRA, as it is the employer’s guidelines that dictate what
expenses can be reimbursed, rather than needing pre-authorization from healthcare
professionals. The notion that the employee must establish the arrangement is incorrect,
as it contradicts the essential employer-driven nature of HRAs.

4. An individual working part-time has an annual income of
$25,000. If this individual has an IRA, what is the maximum
deductible IRA contribution allowable?
A. No deduction allowed
B. $2,500
C. $2,000
D. $1,000

In the context of individual retirement accounts (IRAs) and the contribution limits based
on income, it is important to recognize how these limits apply specifically. For the year in
question, individuals under the age of 50 can contribute up to $6,000 to an IRA.
However, if the individual only earns $25,000 annually, and if they have no other
retirement plans at work, the full contribution amount is available.  The maximum
deductible contribution to a traditional IRA for someone in this income bracket, under
the guidelines provided by the IRS for the respective tax year, typically allows for a
partial or full deductible contribution, contingent on whether the individual earns
sufficient income.   In this case, given that the individual's income is $25,000 and within
the limit for deductible contributions, they are allowed to make a deduction. However,
the typical scenario also considers the phase-out limits for IRA contributions based on
higher income levels or participation in other employer-sponsored retirement plans,
which doesn't seem applicable here since the entire $25,000 qualifies.  Since the answer
states $2,500 is the maximum deductible IRA contribution allowable, this aligns with the
guidelines for contributions and serves as a reflection of the income threshold for full
deduction eligibility in certain scenarios. This understanding emphasizes how
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5. In Indiana, a producer who is licensed here but resides in
Michigan is considered what type of producer?
A. Nonresident
B. Foreign
C. Alien
D. Reciprocal

A producer who is licensed in Indiana but resides in Michigan is considered a
nonresident producer. This designation applies to individuals or entities that hold a valid
insurance producer license in a state where they do not reside. It is essential for
nonresident producers to comply with the regulations and requirements of the state
where they are licensed, which, in this scenario, is Indiana.  The term "foreign" typically
refers to an insurance company that is incorporated in one state but operates in another.
"Alien" describes an insurance company that is incorporated outside the United States
and conducts business in the U.S. A "reciprocal" is a different legal structure involving
groups of individuals or entities that agree to provide insurance for one another.  Thus,
the designation of "nonresident" accurately reflects the licensing and residency status of
the producer in question, aligning with the definitions established in the insurance
regulatory framework.

6. A life policy loan in Indiana cannot charge a fixed rate of
interest higher than?
A. 7%
B. 8%
C. 9%
D. 10%

In Indiana, the law stipulates that a life insurance policy loan can charge a maximum
fixed interest rate of 8%. This regulation is in place to protect policyholders from
excessively high borrowing costs when they take loans against the cash value of their life
insurance policies.   This limit ensures that the interest rates remain manageable and
does not become a financial burden for borrowers who might need to access their policy’s
cash value in times of need. By keeping the interest rate capped at 8%, the regulation
helps maintain a balance between the interests of insurance companies and the financial
wellbeing of consumers.   Understanding this limit is crucial for policyholders, as it
allows them to make informed decisions regarding their insurance policies and the
borrowing against them. Always refer to the most current state regulations or your policy
documents, as these can provide clarity on terms and conditions related to policy loans.
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7. Which statement regarding a policy's Grace Period is
FALSE?
A. Past due premiums are waived
B. Policy loans may still be made
C. Full coverage continues
D. Grace period terms are stated in the policy

The statement regarding a policy's Grace Period that is considered false is that past due
premiums are waived. During the Grace Period, which is a specified time after a premium
due date during which a policy remains in force even if the premium has not been paid,
the purpose is to allow the policyholder a chance to make the payment without losing
coverage. However, this does not mean that past due premiums are waived; they still owe
those premiums and must be paid to keep the policy in force.   In contrast, the other
statements accurately reflect the provisions typically associated with a Grace Period.
Policy loans can often still be taken during this time, allowing the policyholder access to
the cash value of the policy. Full coverage generally continues throughout the Grace
Period, meaning the benefits of the policy remain intact during this time frame. Lastly,
the terms regarding the Grace Period, including its length and conditions, are generally
specified within the policy documentation to inform policyholders of their responsibilities
and the coverage status.

8. What is a key factor that an insurance company considers
when determining the premium rate for a Whole Life policy?
A. Geographical Location
B. Source of Income
C. Risk Classification
D. Marital Status

A key factor that insurance companies consider when determining the premium rate for a
Whole Life policy is risk classification. Risk classification involves assessing the potential
risk associated with an individual policyholder, which ultimately aids the insurer in
determining the appropriate premium to charge.  Insurance companies categorize
individuals based on several risk factors, such as age, health, lifestyle habits (like
smoking), and family medical history. By evaluating these factors, insurers can better
predict the likelihood of a policyholder requiring payouts in the future. The lower the
perceived risk of the individual, the lower the premium may be set, whereas higher-risk
individuals may face higher premiums.  This approach ensures that the insurance
company remains financially viable while providing coverage that reflects the individual’s
specific risk profile. Thus, risk classification plays a pivotal role in the overall
underwriting process and premium rate determination for Whole Life policies.
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9. What is required for a Producer to be in compliance with
Rule 13, Life Insurance Advertising?
A. A potential Applicant must be told the Producer is currently

licensed for any Life Insurance transaction
B. A potential Applicant must be told that Life insurance is the

exclusive subject of the sale
C. A Producer is required to notify potential Applicants that

dividends are guaranteed
D. A Producer is required to have all sales materials approved

by the commissioner
In order to comply with Rule 13 regarding Life Insurance Advertising, it is essential for a
Producer to clearly communicate to potential Applicants that life insurance is the
exclusive subject of the sale. This requirement stems from the need for transparency and
clarity in advertising and sales practices within the life insurance industry. By explicitly
stating that life insurance is the sole focus of the transaction, the Producer helps to
ensure that potential Applicants understand the nature of the product being offered,
eliminating confusion and enhancing consumer protection.  While other aspects like
licensing or dividend guarantees may be important, they do not specifically address the
fundamental principle of clarity in the representation of the product being sold.
Therefore, emphasizing that life insurance is the exclusive topic of the sale aligns with
regulatory intent to ensure consumers are well-informed about what they are considering
investing in. This clarity can foster trust and facilitate informed decision-making among
potential buyers.

10. An example of rebating would be?
A. Returning a portion of a premium as inducement to purchase

insurance
B. Reducing the premium across the board for a specific risk

class
C. A mutual insurance company paying dividends to its

policyowners
D. Using intimidation in order to restrain or monopolize the

business of insurance
Returning a portion of a premium as inducement to purchase insurance is a classic
example of rebating. In the context of insurance, rebating refers to offering something of
value back to the policyholder as an incentive to buy a policy. This practice is generally
considered unethical and is often illegal in many jurisdictions, including Indiana,
because it undermines the principle of fair competition and can lead to adverse selection
in the insurance market.   In contrast, reducing premiums across the board for a specific
risk class is a common pricing strategy based on underwriting principles and does not
represent an inducement tied to individual policy purchase. Payment of dividends by a
mutual insurance company to its policyholders is a form of profit-sharing and is an
acceptable practice, while using intimidation to monopolize the insurance business is
unethical and illegal but does not fit the definition of rebating.
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