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1. What protection does livestock gross margin (LGM)
provide?
A. A decline in the feeding margin for cattle and swine
B. Protection against natural disasters causing livestock loss
C. Insurance coverage for property damage on farms
D. Coverage for diseases in livestock

2. What is the goal of the Gramm-Leach-Bliley Act?
A. To increase premiums for insurers
B. To ensure affordable health insurance
C. To protect the confidentiality of consumer information
D. To eliminate all insurance fraud

3. What is the primary purpose of the high risk maps?
A. Assist in land valuation
B. Identify eligible crop insurance areas
C. Determine tax assessments
D. Provide information for crop rotation

4. Which of the following is NOT considered a direct loss?
A. Fire
B. Wind
C. Theft
D. Flood

5. Under an MPCI policy, how much is the insurance amount
reduced for each acre planted after the final planting date?
A. 8 percent
B. 10 percent
C. 12 percent
D. 15 percent

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

SA
M

PLE



6. What term describes the uncertainty or chance of loss in
insurance?
A. Risk
B. Peril
C. Indemnity
D. Depreciation

7. What does nonrenewal signify in the context of insurance
policies?
A. Automated termination
B. Continuation of coverage
C. Failure to renew coverage
D. Early cancellation

8. What does the common crop insurance policy NOT cover?
A. Weather events
B. Negligence
C. Natural disasters
D. Theft

9. What does the term "harvest price exclusion" indicate in
insurance policy?
A. Inclusion of harvest price fluctuations
B. Exclusion of certain crop types
C. Non-coverage of price spikes during harvest
D. Coverage of all market risks

10. What is morale hazard?
A. A risk arising from a lack of integrity
B. A risk characterized by a careless attitude
C. A risk that is predictable and manageable
D. A risk associated with environmental conditions
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1. A
2. C
3. B
4. B
5. C
6. A
7. C
8. B
9. C
10. B
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Explanations
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1. What protection does livestock gross margin (LGM)
provide?
A. A decline in the feeding margin for cattle and swine
B. Protection against natural disasters causing livestock loss
C. Insurance coverage for property damage on farms
D. Coverage for diseases in livestock

Livestock Gross Margin (LGM) provides a specific type of protection against fluctuations
in the feeding margin for cattle and swine. This insurance product is designed to protect
livestock producers from fluctuations in the prices of feed and livestock, particularly the
gross margin, which is defined as the revenue from the sale of livestock minus the costs
of feed.   In practical terms, if the prices of feed rise significantly or livestock prices fall,
producers might find their profitability severely impacted. The LGM coverage specifically
helps mitigate the risk of declining margins by providing a payout when the gross margin
falls below a certain guaranteed level, thus ensuring that producers can manage their
financial risks more effectively.   This unique focus on the feeding margin distinguishes
LGM from other forms of insurance that might cover different risks, such as natural
disasters, property damage, or disease outbreaks affecting livestock, which are not the
primary concern of LGM.

2. What is the goal of the Gramm-Leach-Bliley Act?
A. To increase premiums for insurers
B. To ensure affordable health insurance
C. To protect the confidentiality of consumer information
D. To eliminate all insurance fraud

The goal of the Gramm-Leach-Bliley Act (GLBA) is to protect the confidentiality of
consumer information. Enacted in 1999, the GLBA primarily governs the financial
services industry, focusing on the sharing of personal financial information between
financial institutions, which includes banks, insurance companies, and securities firms.
The act establishes measures to ensure that consumers are informed about how their
information will be shared and gives them the ability to opt-out of certain
information-sharing practices, thereby safeguarding their privacy.  While topics such as
insurance fraud and affordability of health insurance are significant within the broader
context of financial and health services, they are not the central aims of the
Gramm-Leach-Bliley Act. The act does not focus on modifying insurance premiums or
directly combating fraud; instead, its primary intent is to enhance consumer protections
in terms of personal data confidentiality.
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3. What is the primary purpose of the high risk maps?
A. Assist in land valuation
B. Identify eligible crop insurance areas
C. Determine tax assessments
D. Provide information for crop rotation

The primary purpose of high risk maps is to identify eligible crop insurance areas. These
maps are crucial tools used by insurance providers and farmers to determine which
regions may require specific coverage based on their susceptibility to particular risks,
such as natural disasters, pests, or drought. By highlighting areas that are considered
high risk, these maps help ensure that farmers can obtain crop insurance tailored to
their particular needs, thus protecting their livelihoods against unforeseen losses.  Land
valuation, tax assessments, and crop rotation are significant aspects of agricultural
management, but they do not directly pertain to the creation or intent of high risk maps.
The maps serve a focused role in risk assessment and crop insurance eligibility, making
them invaluable for farmers in managing their insurance options effectively.

4. Which of the following is NOT considered a direct loss?
A. Fire
B. Wind
C. Theft
D. Flood

In insurance terminology, a direct loss refers to damage that has occurred to property as
a result of a specific peril. In this context, fire, theft, and flood are all considered direct
losses because they result in immediate damage to property.   Fire causes destruction
directly to structures or crops, theft results in a loss of property that was directly
possessed, and flooding causes direct damage to land and property due to the inundation
of water.   Wind, while it can certainly cause damage, is typically considered to have a
more indirect relationship with damage when compared to the other options. Wind may
contribute to damage, but the direct cause of loss is often associated with a subsequent
event, such as a fallen tree or a torn roof from a storm, rather than as a singular event
itself. This distinction is what sets wind apart in this instance, making it the answer that
does not fit the category of direct loss as defined in insurance contexts.

9Sample study guide. Visit https://kansascropinsurance.examzify.com for the full version

SA
M

PLE



5. Under an MPCI policy, how much is the insurance amount
reduced for each acre planted after the final planting date?
A. 8 percent
B. 10 percent
C. 12 percent
D. 15 percent

The insurance amount under a Multi-Peril Crop Insurance (MPCI) policy is reduced by 1
percent for each day that planting is delayed beyond the final planting date, up to a
maximum of 25 percent. This means that if planting occurs after the final date, not only
is the crop insured at a reduced level, but there is also a specific reduction percentage
applied to the coverage amount. Specifically, if planting occurs more than 12 days past
this deadline, the insurance amount is reduced by 12 percent for each acre planted late,
aligning with the choice indicating a 12 percent reduction.  This reduction is a critical
component of the MPCI policy to ensure that farmers adhere to planting schedules,
which are important for managing crop viability and risk. Therefore, when considering
the implications of these policies, understanding the financial impact of late planting is
essential for effective risk management in farming operations.

6. What term describes the uncertainty or chance of loss in
insurance?
A. Risk
B. Peril
C. Indemnity
D. Depreciation

The correct term that describes the uncertainty or chance of loss in insurance is "risk."
In the context of insurance, risk refers to the potential for a loss to occur, which provides
the basis for the insurance coverage. Insurers assess risk when determining policy
premiums and coverage because they need to evaluate the likelihood of claims being filed
and the financial implications of such claims.  When discussing insurance concepts, peril
refers to the specific cause of loss, such as fire or flooding, rather than the overall
uncertainty. Indemnity describes the compensation or reimbursement for the loss
sustained, and depreciation refers to the reduction in value of an asset over time.
Understanding risk is fundamental in the insurance industry, as it shapes how policies
are designed and how insurers evaluate their exposure to losses.
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7. What does nonrenewal signify in the context of insurance
policies?
A. Automated termination
B. Continuation of coverage
C. Failure to renew coverage
D. Early cancellation

Nonrenewal in the context of insurance policies signifies the failure to renew coverage
when the policy term expires. This means that the insurer has decided not to extend the
insurance coverage for another term, which can occur for various reasons such as
changes in risk assessment, policyholder behavior, or underwriting guidelines. When a
policy is not renewed, the policyholder will no longer have coverage once the current
policy period ends, which can leave them exposed to potential risks without insurance
protection.  This understanding contrasts with the other options: automated termination
and early cancellation imply an immediate or unilateral cessation of the policy, while
continuation of coverage suggests that the policy remains in force without interruption.
Nonrenewal specifically pertains to the decision made at the end of the policy term,
rather than any action taken during the policy period.

8. What does the common crop insurance policy NOT cover?
A. Weather events
B. Negligence
C. Natural disasters
D. Theft

The common crop insurance policy does not cover negligence. This means that if a
farmer fails to take proper care of their crops—perhaps by not following recommended
agricultural practices or by not maintaining equipment—the losses incurred due to this
negligence would not be compensated under the policy. Crop insurance is designed to
protect against specific perils such as adverse weather events, natural disasters, and
theft, all of which are typically included in the coverage. The rationale is that insurance
is meant to mitigate risks outside of a farmer's control, whereas negligence stems from
the farmer's actions or inactions, which the insurance cannot cover. This distinction
emphasizes the importance of responsibility and adherence to best practices in farming.
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9. What does the term "harvest price exclusion" indicate in
insurance policy?
A. Inclusion of harvest price fluctuations
B. Exclusion of certain crop types
C. Non-coverage of price spikes during harvest
D. Coverage of all market risks

The term "harvest price exclusion" specifically refers to the aspect of an insurance policy
where price fluctuations that happen during the harvest period are not covered. This
means that if the market price of the crop increases significantly at harvest time, this
increased value will not factor into the insurance settlement. Instead, the insurance
payout is based on the pre-established price at which the crop was insured, regardless of
any price spikes that may occur during the actual harvesting process.   This concept is
crucial for farmers to understand because it affects how they plan financially for
unexpected changes in market conditions right when they expect to sell their crops.
Recognizing that the policy does not provide coverage for these potential price increases
helps in making informed decisions about risk management and pricing strategies.

10. What is morale hazard?
A. A risk arising from a lack of integrity
B. A risk characterized by a careless attitude
C. A risk that is predictable and manageable
D. A risk associated with environmental conditions

A morale hazard refers to a risk that arises from a careless attitude or a lack of concern
for the potential consequences of one's actions. This concept is particularly relevant in
the context of insurance, where individuals may take larger risks or behave less
cautiously simply because they know they are covered by insurance. For instance, if a
person feels secure in the knowledge that their crop insurance will compensate them in
the event of a loss, they might neglect proper farm management practices, thus
increasing the likelihood of loss due to their negligence.  Understanding this risk is
crucial for insurers and farmers alike, as it highlights the importance of promoting
responsible behavior to minimize losses and maintain farm viability. This is distinct from
issues arising from a lack of integrity, predictability and manageability of risk, or
environmental factors, which are rooted in different aspects of risk management.
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