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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. Which statement about adhesion contracts is true?
A. They are always negotiated.
B. They are negotiable.
C. Ambiguities are interpreted in favor of the drafting party.
D. They are non-negotiated contracts that must be accepted as written.

2. Which statements concerning the prudent-insurer standard used to test the
materiality of misrepresented facts are correct?
A. I only
B. II only
C. Both I and II
D. Neither I nor II

3. Suppose Sam Greene named two sons as primary beneficiaries and no
contingent beneficiaries, and Ira died leaving Ralph and Marie. If Ronald
survived his father, in which case would Marie receive 25% of the proceeds
when Sam's father died?
A. If there was no pertinent policy provision and the courts applied the New York

Rule
B. If the policy contained a typical succession-in-interest clause
C. If the beneficiary designation directed that the proceeds be distributed per

stirpes
D. If the beneficiary designation directed that the proceeds be distributed per

capita

4. What is the most important reason for the prospective insured to sign the
application for a policy procured by a person other than the insured?
A. To gain access to additional information sources
B. To obtain a valid signature to compare with signatures on future requests for

policy changes
C. To create potential leads for policy sales
D. To confirm the accuracy of the information in the application

5. A viatical settlement is
A. the sale of a life insurance policy to a church.
B. a pledge of a death benefit in exchange for a loan.
C. the sale of a life insurance policy by a terminally ill insured.
D. the sale of a life insurance policy by an older insured.
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6. Which statement defines a conclusive presumption in insurance law?
A. A presumption that can be rebutted by evidence.
B. A fact deemed true with no possibility of contrary evidence.
C. The standard for material representation.
D. A minor's capacity for contract.

7. A person's failure to share financial planning information could result in
which outcome?
A. I only
B. Neither I nor II
C. II only
D. Both I and II

8. Which relationship does NOT support an insurable interest?
A. financial dependency.
B. a debtor-creditor.
C. an investor-initiated purchase.
D. a business partnership.

9. Which statement about a contract of indemnity is true?
A. Indemnity contracts reimburse for a loss.
B. Indemnity contracts guarantee a profit.
C. Indemnity contracts require proof of loss.
D. Indemnity contracts provide no coverage until a loss occurs.

10. For minor beneficiaries within 2 years of the age of majority, the insurer
can pay interest only until majority. The insurer can then pay the full
proceeds.
A. I only
B. II only
C. Both I and II
D. Neither I nor II
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Answers
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1. D
2. D
3. C
4. D
5. C
6. B
7. C
8. C
9. A
10. C
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Explanations
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1. Which statement about adhesion contracts is true?
A. They are always negotiated.
B. They are negotiable.
C. Ambiguities are interpreted in favor of the drafting party.
D. They are non-negotiated contracts that must be accepted as written.

Adhesion contracts are standard-form agreements drafted by one party with much stronger bargaining power
and presented to the other on a take-it-or-leave-it basis. In life insurance practice, the insurer prepares the
policy terms, and the insured typically accepts the policy as issued, possibly with riders, but without bargaining
over the core terms. Because of this structure, the true statement is that adhesion contracts are non-negotiated
and must be accepted as written.  This doesn’t fit the other options: they are not normally negotiated, so saying
they are always negotiated or negotiable is incorrect. Regarding ambiguities, the general rule is that such
ambiguities are interpreted against the drafter, not in favor of the party who drafted the contract.

2. Which statements concerning the prudent-insurer standard used to test the
materiality of misrepresented facts are correct?
A. I only
B. II only
C. Both I and II
D. Neither I nor II

Materiality under the prudent-insurer standard is judged from an objective, underwriting-focused perspective. It
asks whether a reasonably prudent underwriter would have considered the misrepresented fact important in
deciding to issue the policy, set terms, or price the risk. In other words, a fact is material if, in light of standard
underwriting practices, it would have influenced the insurer’s decision-making at the time of issue. The test
looks at how the risk would have been assessed by a prudent insurer, not at the insured’s or agent’s subjective
beliefs or at the insurer’s actual historical choice in a specific case.  That’s why statements that imply
materiality depends on personal views or on the insurer’s particular decision in a given situation aren’t correct
under this standard. The emphasis is on whether a reasonable insurer would have considered the information
material in the underwriting process. Therefore, neither of the stated propositions aligns with how materiality is
determined by the prudent-insurer standard.
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3. Suppose Sam Greene named two sons as primary beneficiaries and no
contingent beneficiaries, and Ira died leaving Ralph and Marie. If Ronald
survived his father, in which case would Marie receive 25% of the proceeds
when Sam's father died?
A. If there was no pertinent policy provision and the courts applied the New York

Rule
B. If the policy contained a typical succession-in-interest clause
C. If the beneficiary designation directed that the proceeds be distributed per

stirpes
D. If the beneficiary designation directed that the proceeds be distributed per

capita
Per stirpes is the idea that a deceased beneficiary’s share passes to that beneficiary’s descendants, rather than
being redistributed among the remaining surviving beneficiaries. This preserves the beneficiary’s line down the
family tree.  In this scenario, one of the named primary beneficiaries predeceased the insured and left two
children, Ralph and Marie. Under a per stirpes provision, the deceased beneficiary’s share is split equally among
their descendants. Since Ira’s line has two children, Ralph and Marie, each receives half of Ira’s share. If Ira’s
share would have been 50% of the proceeds, Ralph and Marie would each get 25% of the total. That’s why Marie
would receive 25% under per stirpes.  If another method were used (for example, per capita, or a clause that
moves shares to the insured’s estate or under a New York Rule framework), the specific distribution would differ
and Marie might not receive that 25%. The essence of per stirpes here is keeping Ira’s line intact and distributing
Ira’s portion to his descendants, which results in Marie getting a 25% share.

4. What is the most important reason for the prospective insured to sign the
application for a policy procured by a person other than the insured?
A. To gain access to additional information sources
B. To obtain a valid signature to compare with signatures on future requests for

policy changes
C. To create potential leads for policy sales
D. To confirm the accuracy of the information in the application

Signing the application is primarily about confirming the accuracy and completeness of the information provided
for underwriting. The prospective insured is attesting that the health, age, habits, medical history, and other
details in the application are true to the best of their knowledge. This consent and attestation are essential
because the insurer relies on those statements to assess risk, determine eligibility, and set premiums. If later
information proves inaccurate, the insurer may have grounds to contest or rescind the policy during the
contestability period.  The other options miss the core purpose: the purpose isn’t to gain more information
sources, to create leads for sales, or to use the signature for future change verifications.
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5. A viatical settlement is
A. the sale of a life insurance policy to a church.
B. a pledge of a death benefit in exchange for a loan.
C. the sale of a life insurance policy by a terminally ill insured.
D. the sale of a life insurance policy by an older insured.

A viatical settlement involves a terminally ill insured selling an existing life insurance policy to a third party for a
lump sum. The buyer becomes the policy owner, pays future premiums, and will receive the death benefit when
the insured dies. This provides liquidity to someone with a short life expectancy and is distinct from simply
borrowing against the policy or using the death benefit as collateral. It’s also different from a life settlement,
which is the sale of a policy by an older insured who is not necessarily terminally ill.

6. Which statement defines a conclusive presumption in insurance law?
A. A presumption that can be rebutted by evidence.
B. A fact deemed true with no possibility of contrary evidence.
C. The standard for material representation.
D. A minor's capacity for contract.

In law, a conclusive presumption is an irrebuttable inference: once the fact is established under this rule, no
evidence can be used to contradict it. That idea matches the statement described as a fact deemed true with no
possibility of contrary evidence. It’s different from a rebuttable presumption, which can be defeated by
presenting contrary facts. The other options don’t fit because they describe a presumption that can be rebutted,
or they address concepts like material representations or contract capacity, not an irrebuttable inference.

7. A person's failure to share financial planning information could result in
which outcome?
A. I only
B. Neither I nor II
C. II only
D. Both I and II

Not sharing financial planning information is a concealment that can be material to underwriting in a life
insurance contract. When a fact is material, the insurer relies on full disclosure to assess risk, set premiums, and
decide on coverage. If the applicant withholds such information, the insurer has a basis to challenge the
contract—often by denying a claim or rescinding the policy if the concealment is discovered and deemed
material. The outcome described in the second statement aligns with this principle: nondisclosure can affect the
contract or its benefits, while the other described outcome would not logically follow from failing to reveal this
information. In short, failure to disclose material financial planning information is treated as misrepresentation/
concealment, and the remedy is tied to denying or rescinding benefits rather than other unrelated results.
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8. Which relationship does NOT support an insurable interest?
A. financial dependency.
B. a debtor-creditor.
C. an investor-initiated purchase.
D. a business partnership.

Insurable interest requires a real stake in the insured’s life—someone would suffer a financial or emotional loss if
the insured dies, and this must exist when the policy is issued. Relationships like financial dependency,
debtor-creditor, and a business partnership all create that stake: the policyowner would incur a loss if the
insured dies, so insurable interest is established.  An investor-initiated purchase does not. If someone buys a
policy mainly to profit from the death benefit, they have no genuine risk of loss tied to the insured’s death.
There’s no inherent stake or financial consequence for the investor, so insurable interest does not exist in that
scenario. Hence, an investor-initiated purchase does not support insurable interest, making it the correct
answer.

9. Which statement about a contract of indemnity is true?
A. Indemnity contracts reimburse for a loss.
B. Indemnity contracts guarantee a profit.
C. Indemnity contracts require proof of loss.
D. Indemnity contracts provide no coverage until a loss occurs.

Indemnity relies on restoring the insured to the financial position they had before the loss. The insurer’s
obligation is to reimburse the actual loss suffered, up to the policy limit, so the payout equals the amount of the
loss rather than creating a windfall profit. For example, if a covered loss is $5,000, the payment is designed to
cover that loss (subject to any deductible or limits), not to provide extra money beyond what was lost. Some
indemnity contracts require proof of loss to determine the amount paid, but this requirement doesn’t change the
fundamental idea: the purpose is to reimburse the loss, not to guarantee a profit. The idea that coverage exists
only after a loss or that indemnity provides no coverage until loss occurs confuses the trigger with the purpose;
indemnity is specifically about paying to offset an actual loss incurred.

10. For minor beneficiaries within 2 years of the age of majority, the insurer
can pay interest only until majority. The insurer can then pay the full
proceeds.
A. I only
B. II only
C. Both I and II
D. Neither I nor II

When a beneficiary is a minor, the insured party’s proceeds are often handled through a settlement arrangement
that protects the minor and fits with fiduciary norms. A common approach for minors who are within two years
of reaching the age of majority is to pay only the interest on the policy proceeds to the minor during minority.
Then, when the beneficiary reaches the age of majority, the full principal, i.e., the remaining proceeds, can be
paid to them. This structure prevents giving a lump sum to a young person who may not be able to manage it
responsibly, while still ensuring the beneficiary ultimately receives the entire amount.  In practice, this
arrangement may be implemented through a trust or custodian setup, but the essential idea is that payments to
the minor occur as interest-only until majority, followed by full payment at that time. That’s why both elements
described are correct.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://legalaspectoflifeinsurance.examzify.com

We wish you the very best on your exam journey. You've got this!
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