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1. Within what time frame may a lapsed policy be reinstated
in Maine?
A. 1 year from due date
B. 2 years from due date
C. 3 years from due date
D. 5 years from due date

2. Who is responsible for funding a Health Reimbursement
Arrangement (HRA)?
A. The insurance company
B. The employee
C. The employer
D. Medicare

3. What is the primary risk associated with a Modified
Endowment Contract?
A. Increased death benefit
B. 10% withdrawal penalty before age 59.5
C. Insufficient cash value accumulation
D. Non-taxable withdrawals

4. How does a decreasing term policy operate?
A. It has a static death benefit throughout the term
B. Its death benefit decreases according to a schedule
C. It cannot change any terms once issued
D. It is designed for a lifetime of coverage

5. Who owns a mutual life insurance company?
A. Investors who hold stock shares
B. Policyowners who elect a governing body
C. The government
D. Independent agents who sell policies
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6. What is a Family Income Life policy a combination of?
A. Whole Life and Increasing Term
B. Whole Life and Decreasing Term
C. Universal Life and Term Life
D. Term Life and Whole Life

7. When can reimbursements from an HRA be considered
tax-free?
A. When the employer funds the plan
B. When the employee pays for qualified medical expenses
C. After the employee leaves the company
D. Whenever the employee submits claims during enrollment

8. What is the maximum time limit for bringing legal action
on a claim?
A. One year
B. Two years
C. Three years
D. Five years

9. Replacement regulations apply to which type of life
insurance contract?
A. Term life
B. Whole life
C. Universal life
D. Ordinary life

10. What is required on the first page of individual long-term
care policies?
A. General policy information
B. A summary of benefits
C. A renewability provision
D. A copy of the application
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Answers
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1. B
2. C
3. B
4. B
5. B
6. B
7. B
8. D
9. D
10. C
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Explanations

7Sample study guide. Visit https://mainelifeinsurance.examzify.com for the full version

SA
M

PLE



1. Within what time frame may a lapsed policy be reinstated
in Maine?
A. 1 year from due date
B. 2 years from due date
C. 3 years from due date
D. 5 years from due date

In Maine, a lapsed life insurance policy can be reinstated within a time frame of 2 years
from the due date of the premium that was not paid. This provision is designed to provide
policyholders a reasonable opportunity to reclaim their insurance coverage after a lapse,
helping to ensure that they do not lose their financial protection unexpectedly.   During
this 2-year period, the policyholder typically has the option to pay any outstanding
premiums and possibly demonstrate insurability, depending on the specific terms of the
insurance policy. This allows individuals who may experience financial difficulties or
other challenges to maintain their coverage without starting over completely with a new
policy.  Understanding this timeframe is crucial for policyholders as it highlights the
importance of addressing premium payments promptly and the flexibility allowed by
insurance providers to reinstate coverage without penalty after a lapse.

2. Who is responsible for funding a Health Reimbursement
Arrangement (HRA)?
A. The insurance company
B. The employee
C. The employer
D. Medicare

The correct answer is that the employer is responsible for funding a Health
Reimbursement Arrangement (HRA). HRAs are employer-established benefit plans that
allow for tax-free reimbursement of qualified medical expenses incurred by employees.
The funds contributed by the employer can be used by employees to pay for expenses
such as deductibles, copayments, and other out-of-pocket healthcare costs.  One of the
primary features of an HRA is that the employer has discretion over the contributions
and how the funds can be spent. Unlike health savings accounts (HSAs) or flexible
spending accounts (FSAs), HRAs cannot be funded by employees; only the employer can
make contributions. This aspect highlights the employer's responsibility in funding the
HRA for the benefit of their employees.  In contrast, insurance companies, while they
may provide health insurance plans, do not fund HRAs directly. Employees typically do
not contribute to HRAs either, and Medicare, being a federal health insurance program
primarily for individuals aged 65 and older or those with certain disabilities, is unrelated
to the funding of HRAs. Thus, the employer's role is central to establishing and funding
an HRA to support their employees' healthcare needs.
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3. What is the primary risk associated with a Modified
Endowment Contract?
A. Increased death benefit
B. 10% withdrawal penalty before age 59.5
C. Insufficient cash value accumulation
D. Non-taxable withdrawals

The primary risk associated with a Modified Endowment Contract (MEC) is the 10%
withdrawal penalty before age 59.5. A MEC is a type of life insurance policy that has been
classified as a MEC due to the way it is funded, often through excessive premium
payments within a short time frame. This classification results in the policy losing some
of the favorable tax treatment typically enjoyed by life insurance policies.  When an
insurance policy is classified as a MEC, any withdrawals or loans taken from the cash
value before the policyholder reaches the age of 59.5 are subject to a 10% penalty tax on
the taxable portion of the distribution. This means that not only are the funds subject to
ordinary income tax, but there is also an added layer of penalty tax for early withdrawals.
This aspect significantly alters the financial considerations for policyholders, influencing
their decisions about accessing funds from their policy. Understanding this penalty is
crucial for individuals considering a MEC, as it can impact their long-term financial
planning strategies.

4. How does a decreasing term policy operate?
A. It has a static death benefit throughout the term
B. Its death benefit decreases according to a schedule
C. It cannot change any terms once issued
D. It is designed for a lifetime of coverage

A decreasing term policy operates by providing a death benefit that decreases according
to a predetermined schedule over the life of the policy. This means that as time goes on,
the amount payable upon the insured's death diminishes at specific intervals. This
structure is typically utilized for covering financial responsibilities that decline over
time, such as a mortgage or a loan.   For example, if a policy is set to decrease over a
20-year period, the death benefit might start at a higher amount and gradually reduce
each year according to the specified schedule. This feature makes decreasing term
policies particularly appealing for individuals looking to match the decline of their
financial obligations with life insurance coverage.   In contrast, a static death benefit
would not reflect the nature of a decreasing term policy, which is inherently designed to
change over time. Also, the inability to change any terms once issued does not apply
here, as these policies have a built-in schedule for decreasing benefits from the outset.
Lastly, decreasing term policies are not designed for a lifetime of coverage; they are
typically temporary and designed for shorter terms matching specific financial needs.
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5. Who owns a mutual life insurance company?
A. Investors who hold stock shares
B. Policyowners who elect a governing body
C. The government
D. Independent agents who sell policies

A mutual life insurance company is owned by its policyholders, which means that those
who hold life insurance policies in the company collectively have ownership rights. These
policyowners are able to elect a governing body, often referred to as a board of directors,
which makes key decisions for the company. This structure fosters a sense of community
among policyholders because they share in the company's profits, typically through
dividends or reduced premiums.   In contrast, in stock life insurance companies,
ownership is held by shareholders who possess stock shares, which is not the case in
mutual insurance companies. The government does not own mutual life insurance
companies, nor do independent agents who sell policies; they act as intermediaries and
do not hold ownership rights in the company. Thus, the correct choice reflects the unique
ownership structure of mutual life insurance companies, highlighting the democratic
aspect where policyholders have a voice and stake in the organization’s future.

6. What is a Family Income Life policy a combination of?
A. Whole Life and Increasing Term
B. Whole Life and Decreasing Term
C. Universal Life and Term Life
D. Term Life and Whole Life

A Family Income Life policy combines the features of Whole Life and Decreasing Term
insurance. This type of policy provides a death benefit that ensures financial protection
for beneficiaries, consisting of whole life coverage that lasts the insured's lifetime, while
also offering a decreasing term component that provides additional income during a
specified period after the insured's death.   The whole life portion ensures that there is a
permanent death benefit and a cash value accumulation over time, which can be an asset
to the policyholder. The decreasing term part is designed to cover a certain time frame,
typically aligned with financial responsibilities that may diminish over time, like raising
children or paying off a mortgage.   Thus, this combination provides both long-term
security and short-term financial assistance, making it an effective solution for families
needing income replacement during critical years after a loss. This is why the
combination of Whole Life and Decreasing Term is the defining characteristic of a Family
Income Life policy.
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7. When can reimbursements from an HRA be considered
tax-free?
A. When the employer funds the plan
B. When the employee pays for qualified medical expenses
C. After the employee leaves the company
D. Whenever the employee submits claims during enrollment

Reimbursements from a Health Reimbursement Arrangement (HRA) can be considered
tax-free when the employee pays for qualified medical expenses. The HRA is a type of
employer-funded plan that allows employees to be reimbursed for out-of-pocket medical
expenses incurred. The key factor for the tax-free status is that the reimbursements must
be used for qualified medical expenses as defined by the IRS. These include, but are not
limited to, medical, dental, and vision care costs that meet the qualifying criteria.  When
employees submit claims for expenses that are deemed qualified, the reimbursements
they receive from the HRA do not count as taxable income to the employee. This
structure incentivizes employees to seek necessary medical care without the burden of
taxation on these reimbursements, promoting access to necessary health services.  
Regarding the other choices, an employer funding the plan does not directly influence an
individual’s tax situation concerning the reimbursements. Leaving the company also does
not automatically allow for tax-free reimbursement, as benefits may vary based on the
company's policies. The timing of submitting claims during enrollment does not establish
whether the reimbursements are tax-free; rather, it is the nature of the expenses covered
that determines their tax status.

8. What is the maximum time limit for bringing legal action
on a claim?
A. One year
B. Two years
C. Three years
D. Five years

The maximum time limit for bringing legal action on a claim in the context of insurance
is often referred to as the statute of limitations. In many states, including Maine, this
time frame is set at five years. This period begins when the cause of action occurs, which
is typically when the insurer denies the claim or when the policyholder files a claim that
remains unresolved.   Having a five-year limit allows policyholders a reasonable amount
of time to address and resolve their disputes with an insurer while ensuring that claims
are brought in a timely manner. It balances the rights of the policyholders to seek justice
with the need for insurers to have certainty regarding their liabilities over time.   Other
time frames, such as one, two, or three years, are typically assigned to different types of
legal claims or may apply in other legal contexts, but in the case of life insurance claims,
the five-year limit is the correct and applicable duration for initiating legal action.
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9. Replacement regulations apply to which type of life
insurance contract?
A. Term life
B. Whole life
C. Universal life
D. Ordinary life

Replacement regulations are designed to protect consumers from being misled when they
replace one life insurance policy with another. In the context of life insurance contracts,
these regulations primarily apply to all types of life insurance, including whole life,
universal life, and term life policies. The reason why ordinary life may be referenced in
the context of replacement regulations is that it represents a traditional type of life
insurance often encountered in practice.  Typically, replacement regulations require the
original insurer to provide crucial information about the existing policy, such as its
benefits, costs, and potential surrender values. The purpose is to ensure that consumers
make informed decisions and understand the implications of replacing their policies. In
Maine and other states, these regulations apply broadly across various life insurance
contracts when a policyholder seeks to replace an existing insurance policy with a new
one.  Thus, while the term "ordinary life" may signify traditional policies, including whole
life and universal life, it is important to note that replacement regulations encompass all
types of life insurance contracts intended for replacement situations.

10. What is required on the first page of individual long-term
care policies?
A. General policy information
B. A summary of benefits
C. A renewability provision
D. A copy of the application

The requirement for a renewability provision on the first page of individual long-term
care policies is essential because it informs policyholders about the conditions under
which the policy can be continued or terminated. This provision outlines whether the
policy is guaranteed renewable, conditionally renewable, or non-renewable, which
significantly impacts the policyholder's rights. It provides clarity and transparency
regarding the insurer's obligations, ensuring that individuals understand how long they
can expect their coverage to last without any potential for cancellation or modification by
the insurer.  While general policy information, a summary of benefits, and a copy of the
application are important components of the policy, they do not hold the same critical
importance as the renewability provision, which directly affects the insured's coverage
status over time. Understanding the renewability aspect can help individuals make
informed decisions about their long-term care insurance needs and financial planning.
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