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1. What does an employee generally receive under a CIliff
Vesting scheme after 3 years?

A. The right to 50% of employer contributions

B. 100% ownership of employer contributions

C. A percentage of contributions based on tenure
D. No ownership of any contributions

2. Which statement best describes a characteristic of a Last
Survivor policy?
A. It is issued to individuals without beneficiary designations
B. It pays benefits only after the first insured passes away
C. It involves two lives and pays upon the second death
D. It serves as a common type of whole life insurance

3. Which act regulates the activities of securities salespeople?
A. Securities Act of 1933

B. Investment Company Act of 1940
C. Securities Act of 1944
D. Securities Act of 1934

4. What occurs if an annuitant dies before their total
investment has been collected in a refund life annuity?

A. The insurance company keeps the remaining balance

B. The accumulated value is paid to the designated beneficiary
C. A monthly refund is issued

D. The annuity is transferred to the state

5. What is a characteristic of the death benefit in option A?
A. It fluctuates with the market
B. It only covers the cash value

C. It remains constant through the policy's duration
D. It increases annually
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6. What characterizes Joint Life policies?
A. Coverage for multiple lives without payout

B. Guaranteed face amount payout on the death of the last
insured

C. First to die policies, paying upon the death of the first
insured

D. Separate policies for each insured individual

7. Which term describes the process of giving up rights to a
life insurance policy to another party?

A. Transfer of Beneficiary
B. Absolute Assignment
C. Collateral Assignment
D. Policy Reassignment

8. What is the maximum interest rate that can be charged on
a new policy in Ohio?

A. 6% fixed annual interest
B. 7% fixed annual interest
C. 8% fixed annual interest
D. 9% fixed annual interest

9. Human life value is defined as how much insurance is
needed to cover what loss?

A. Loss of personal belongings

B. Loss of income assuming the insured died
C. Loss of business capital
D. Loss of property

10. What is a key characteristic of fixed annuities?
A. Variable returns based on the market
B. Fixed rates backed by a guaranty fund
C. Access to stock market investments
D. Unlimited withdrawal privileges
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1. What does an employee generally receive under a CIliff
Vesting scheme after 3 years?

A. The right to 50% of employer contributions
B. 100% ownership of employer contributions

C. A percentage of contributions based on tenure
D. No ownership of any contributions

In a CIliff Vesting scheme, an employee gains full ownership of employer contributions
only after they have completed a specified period of service, which in this case is three
years. This means that after the three-year mark, the employee receives 100% ownership
of all contributions made by the employer to their retirement plan, such as a 401(k).

The key characteristic of this vesting method is that until the specified time is reached,
the employee does not own any of the employer's contributions. This approach
incentivizes employees to stay with the company for a certain minimum period to secure
their benefits. Thus, after three years, the employee fully benefits from the contributions
made by the employer without any gradual accumulation of ownership prior to that point.
This is why the answer correctly identifies the entitlement to 100% ownership of
employer contributions after three years of service.

2. Which statement best describes a characteristic of a Last
Survivor policy?
A. It is issued to individuals without beneficiary designations
B. It pays benefits only after the first insured passes away
C. It involves two lives and pays upon the second death

D. It serves as a common type of whole life insurance

A Last Survivor policy is specifically designed to cover two individuals and pays out the
death benefit only upon the death of the second insured. This characteristic makes it
distinct from other life insurance policies that pay benefits upon the death of the first
insured. Such policies are often used in estate planning strategies, particularly for
couples, to ensure that sufficient funds are available to cover estate taxes or provide for
heirs after both individuals have passed away. This feature aligns with the goal of
providing financial security to beneficiaries after the second individual’s death, thus
emphasizing the importance of planning around the timing and needs of beneficiaries in
a comprehensive estate plan.
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3. Which act regulates the activities of securities salespeople?
A. Securities Act of 1933
B. Investment Company Act of 1940
C. Securities Act of 1944
D. Securities Act of 1934

The correct answer is the Securities Act of 1934, which establishes the regulatory
framework for the secondary trading of securities and governs the activities of securities
salespeople, also known as brokers. This act was enacted to promote transparency and
protect investors in the securities markets following the stock market crash of 1929.
Specifically, the Securities Act of 1934 created the Securities and Exchange Commission
(SEC), which is responsible for overseeing the securities industry, enforcing federal
securities laws, and regulating both securities exchanges and brokers/dealers. Through
the SEC, the act aims to prevent fraud, ensure that investors are provided with adequate
information, and maintain fair and efficient markets. The other options, while related to
securities regulation, serve different purposes. The Securities Act of 1933 primarily
focuses on the registration and disclosure requirements for new securities offerings. The
Investment Company Act of 1940 regulates investment companies and their activities,
ensuring that they operate fairly and transparently. The Securities Act of 1944, which is
not widely recognized, does not pertain specifically to regulating securities salespeople.
Therefore, the 1934 Act is the foundational legislation that directly addresses the
regulation of securities salespersons and their activities within the financial markets.

4. What occurs if an annuitant dies before their total
investment has been collected in a refund life annuity?

A. The insurance company keeps the remaining balance

B. The accumulated value is paid to the designated beneficiary
C. A monthly refund is issued

D. The annuity is transferred to the state

In a refund life annuity, if the annuitant passes away before they have received back their
total investment amount, the remaining balance is paid to the designated beneficiary.
This feature ensures that the annuitant's initial investment is not lost upon their death,
providing a financial benefit to their beneficiaries. The refund provision protects the
annuitant's assets by guaranteeing that the total amount contributed will be returned,
either through monthly payments or in a lump sum, depending on the structure of the
annuity. This inherent safeguard is a significant reason individuals may choose a refund
life annuity over other types, as it offers peace of mind regarding their investment.
Other options do not accurately represent the function of a refund life annuity. For
instance, the insurance company retaining the remaining balance would undermine the
purpose of the annuity, while monthly refunds typically do not apply once the annuitant
has died, and transferring the annuity to the state would not follow standard practices
regarding beneficiary designations.
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5. What is a characteristic of the death benefit in option A?
A. It fluctuates with the market
B. It only covers the cash value

C. It remains constant through the policy's duration
D. It increases annually

The death benefit in option A is described as remaining constant throughout the policy's
duration. This characteristic is typical of whole life insurance policies. Such policies are
designed to provide a guaranteed death benefit that does not change, ensuring that
beneficiaries receive a predetermined amount upon the policyholder's death. This
stability provides a sense of security for both the insured and their beneficiaries, as they
can rely on a specific death benefit without concerns about market fluctuations or other
variability. In comparison, other options describe features that either do not align with
the nature of a traditional whole life policy or represent more dynamic variable products.
For instance, a death benefit that fluctuates with the market implies it is linked to
investment performance, which is not a feature of a constant benefit policy. Similarly,
limiting coverage to cash value or having an annually increasing benefit suggests a
different type of insurance structure that contrasts with the stability of a constant death
benefit offered in whole life insurance.

6. What characterizes Joint Life policies?
A. Coverage for multiple lives without payout

B. Guaranteed face amount payout on the death of the last
insured

C. First to die policies, paving upon the death of the first
insured

D. Separate policies for each insured individual

Joint Life policies are specifically designed to provide coverage for two or more
individuals under a single policy, with a notable feature being that they pay out upon the
death of the first insured person. This characteristic allows for financial protection for
dependents or business partners, as the policy will provide a benefit when one of the
insured individuals passes away. The structure of a Joint Life policy is particularly
beneficial in scenarios such as partnerships or marriages, where the financial
implications of one person's death might have significant impacts on the other insured
individual or their beneficiaries. By ensuring a payout at the first death, Joint Life
policies can help address immediate financial needs or obligations that may arise at that
time. This option distinctly highlights the unique nature of Joint Life policies compared
to individual or other types of life insurance, making it crucial for understanding how
they function in the life insurance market.
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7. Which term describes the process of giving up rights to a
life insurance policy to another party?

A. Transfer of Beneficiary

B. Absolute Assignment
C. Collateral Assignment

D. Policy Reassignment

The correct term that describes the process of giving up rights to a life insurance policy
to another party is absolute assignment. This process involves the original policyholder
transferring all ownership rights in the life insurance policy to a new party, which can
include the right to make changes to the policy, access its cash value, and name
beneficiaries. Once an absolute assignment occurs, the original policyholder relinquishes
all rights to the policy, effectively making the new assignee the policy owner. This is an
important concept in life insurance because it allows policyholders to transfer their
interests in a policy for various reasons, such as leveraging the policy's value for a loan
or gifting it to someone else. It is essential to differentiate this from other terms like
collateral assignment, where the rights are typically retained partially by the original
policyholder, usually as security for a debt, or a transfer of beneficiary, which refers
specifically to changing who receives the benefit of the policy but does not involve
transferring ownership of the policy itself.

8. What is the maximum interest rate that can be charged on
a new policy in Ohio?

A. 6% fixed annual interest
B. 7% fixed annual interest
C. 8% fixed annual interest
D. 9% fixed annual interest

The maximum interest rate that can be charged on a new life insurance policy in Ohio is
established based on state regulations, which are designed to protect consumers while
allowing insurers to manage their finances effectively. In Ohio, the law permits a
maximum fixed annual interest rate of 8% on life insurance policies. This ensures that
policyholders are not subjected to excessively high interest charges that could impact
their long-term financial obligations associated with the policy. The rate strikes a
balance between providing insurers with a reasonable return while ensuring consumers
are safeguarded against extreme financial practices. Understanding this regulation helps
policyholders make informed decisions regarding life insurance products that adhere to
state guidelines and standards.
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9. Human life value is defined as how much insurance is
needed to cover what loss?

A. Loss of personal belongings

B. Loss of income assuming the insured died
C. Loss of business capital

D. Loss of property

Human life value refers specifically to the economic value of an individual's future
earnings and how those earnings contribute to the financial well-being of dependents or
beneficiaries in the event of the insured's death. This concept focuses on the potential
loss of income that the family or beneficiaries would face if the insured were no longer
alive to provide financial support. When considering life insurance, the objective is to
determine how much coverage is necessary to replace the income that the insured would
have earned throughout their working life. This involves estimating the present value of
future earnings that would be lost and ensuring that the life insurance policy is sufficient
to cover that loss. Therefore, the correct answer adequately captures the essence of why
life insurance is often tied to the income-generating capacity of an individual. In
contrast, the other options do not reflect the economic impact of the insured's death on
dependents. For instance, loss of personal belongings focuses on tangible assets rather
than income, while loss of business capital pertains to a company's finances and not the
individual beneficiary's livelihood. Lastly, loss of property refers to physical assets rather
than the financial support that one generates through their work, which is essential for
their family after their passing.

10. What is a key characteristic of fixed annuities?

A. Variable returns based on the market

B. Fixed rates backed by a guaranty fund
C. Access to stock market investments
D. Unlimited withdrawal privileges

A key characteristic of fixed annuities is that they provide fixed rates of return that are
backed by a guaranty fund. This means that the insurer guarantees the interest rate for
the annuity, ensuring that the policyholder receives stable and predictable returns over
time. Fixed annuities are considered low-risk investments, as they are not subject to
market fluctuations, unlike variable annuities which offer returns based on the
performance of underlying investments in the stock market. The backing by a guaranty
fund also adds a layer of security for policyholders, reassuring them that even if the
insurance company were to face financial difficulties, their principal and guaranteed
interest would still be protected. This makes fixed annuities an appealing option for
individuals looking for a reliable source of income, especially during retirement.
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