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1. What does the term "deductible" signify in an insurance
policy?
A. The total coverage amount
B. The insured amount before a claim
C. The out-of-pocket payment before the insurer pays
D. The yearly cost of the policy

2. What term refers to the time period within which an
insured must report a claim?
A. Claim reporting period
B. Liability period
C. Coverage window
D. Claim submission interval

3. Assignment of an insurance policy is automatic when:
A. B buys A's seasonal residence
B. B is appointed as trustee in bankruptcy after A goes

bankrupt following a major investment
C. A sells his house to his cousin B
D. An insurance policy is personal and therefore never be

assigned to anybody

4. What does liability insurance typically cover?
A. Damage to your own property
B. Injuries or damages caused to other individuals
C. Loss of personal assets
D. Theft of personal belongings

5. What does claims processing involve?
A. Evaluating policyholder applications
B. Calculating premiums for new policies
C. Settling claims made by policyholders
D. Renewing insurance contracts
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6. In the case of a workplace injury with no lawsuit, what
could an employee receive?
A. Employer's liability
B. Personal liability
C. Voluntary compensation
D. Bodily injury liability

7. What is the main benefit of using an insurance broker for
clients?
A. They have the authority to create new insurance policies
B. They negotiate better terms directly with the insurers
C. They help clients find suitable coverage
D. They manage all insurance-related paperwork

8. Which of the following best describes "coverage types" in
insurance?
A. The different policies available and their associated benefits
B. The expanse of information regarding an insurer's reliability
C. The specific individuals covered under a policy
D. The duration for which a policy is active and effective

9. In insurance terms, what does "insured" mean?
A. An insurance policy provider
B. An individual or entity protected under an insurance policy
C. An insurance claim that has been paid out
D. An amount paid for an insurance policy

10. How does a claims-made policy operate?
A. It covers events that occurred during the policy period
B. It covers claims made after the policy expires
C. It provides lifetime coverage
D. It requires claims to be reported within 30 days
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Answers
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1. C
2. A
3. B
4. B
5. C
6. C
7. C
8. A
9. B
10. A
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Explanations
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1. What does the term "deductible" signify in an insurance
policy?
A. The total coverage amount
B. The insured amount before a claim
C. The out-of-pocket payment before the insurer pays
D. The yearly cost of the policy

The term "deductible" in an insurance policy refers to the specific amount that an
insured individual must pay out-of-pocket for covered expenses before the insurance
company begins to make payments towards a claim. This means that if a loss occurs, the
insured is responsible for this initial financial burden before their coverage kicks in. 
Understanding that the deductible must be met for the insurer to cover any further costs
is crucial for policyholders, as it affects how much they will need to pay in the event of a
claim. Deductibles help to lower insurance premiums and encourage insured individuals
to manage risks more effectively.  The other options do not accurately define a
deductible. The total coverage amount or the insured amount before a claim refers to the
limits of what the policy covers, which is separate from the concept of a deductible. The
yearly cost of the policy pertains to the premium, a different aspect of insurance
financing entirely. Thus, the definition of a deductible centers specifically on the initial
out-of-pocket payment required by the policyholder before the insurer begins to pay for
damages.

2. What term refers to the time period within which an
insured must report a claim?
A. Claim reporting period
B. Liability period
C. Coverage window
D. Claim submission interval

The term that refers to the time period within which an insured must report a claim is
known as the claim reporting period. This duration is critical because it establishes the
timeline for notifying the insurer of any incidents or losses that are covered under the
insurance policy. Adherence to this timeline is essential for ensuring that the claim is
considered valid and can be processed without issues.  Understanding the claim
reporting period helps policyholders grasp their responsibilities and the importance of
timely communication with their insurer, which can significantly affect the outcome of
their claim. Insurers set this period to ensure claims are reported while evidence is still
fresh and can be investigated properly.
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3. Assignment of an insurance policy is automatic when:
A. B buys A's seasonal residence
B. B is appointed as trustee in bankruptcy after A goes

bankrupt following a major investment
C. A sells his house to his cousin B
D. An insurance policy is personal and therefore never be

assigned to anybody
The automatic assignment of an insurance policy occurs in the context of bankruptcy
proceedings. When A goes bankrupt and B is appointed as a trustee in bankruptcy, B
assumes the rights to manage A's assets, including any insurance policies that A may
have. This assignment happens automatically as part of the process where the trustee
steps in to handle A's financial affairs and ensure fair distribution to creditors.  In
bankruptcy, debts and assets are typically managed through legal proceedings, and the
rights to any insurance benefits associated with A's policies are part of the estate to
settle claims against A. This legal framework allows the trustee to act on behalf of the
bankrupt individual, which includes the ability to manage or assign any insurance
policies that were held by A.  The other scenarios do not involve a legal mechanism that
results in an automatic assignment. The sale of property does not inherently transfer
insurance policies unless explicitly mentioned, and the notion that an insurance policy is
personal indicates it cannot be assigned at will. Thus, the context of bankruptcy is the
pivotal reason why automatic assignment occurs in this specific circumstance.

4. What does liability insurance typically cover?
A. Damage to your own property
B. Injuries or damages caused to other individuals
C. Loss of personal assets
D. Theft of personal belongings

Liability insurance is designed to protect individuals or businesses from the financial
repercussions of causing harm to others or their property. Specifically, it provides
coverage for bodily injuries and property damage that an insured party may be legally
obligated to pay due to their actions or negligence. This means that if a person causes an
accident that injures someone else or damages someone else's property, liability
insurance helps cover the legal costs and settlements associated with those claims,
thereby protecting the insured from potentially significant financial loss.  In contrast,
the other options are not relevant to what liability insurance covers. Damage to your own
property, loss of personal assets, and theft of personal belongings are typically covered
by other types of insurance, such as homeowners or renters insurance, rather than
liability insurance. This distinction is key in understanding the specific protections that
liability policies provide.
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5. What does claims processing involve?
A. Evaluating policyholder applications
B. Calculating premiums for new policies
C. Settling claims made by policyholders
D. Renewing insurance contracts

Claims processing primarily involves the procedures and actions taken to settle claims
made by policyholders. This includes receiving the claim, investigating the circumstances
surrounding the loss, verifying the policy details, and determining the amount that is
payable under the terms of the insurance policy. It is a critical aspect of the insurance
industry, as it ensures that policyholders receive the benefits they are entitled to when
they suffer a covered loss.   This process encompasses various tasks such as reviewing
documentation, assessing damages, and making decisions in accordance with policy
provisions. It is a vital function that supports the trust and reliability of the insurance
system by ensuring that claims are managed efficiently and fairly. In contrast, evaluating
policyholder applications, calculating premiums, and renewing insurance contracts
pertain to different aspects of the insurance lifecycle, such as underwriting and policy
maintenance, rather than the claims settlement process.

6. In the case of a workplace injury with no lawsuit, what
could an employee receive?
A. Employer's liability
B. Personal liability
C. Voluntary compensation
D. Bodily injury liability

In the context of a workplace injury where no lawsuit is involved, the employee could
receive voluntary compensation. This type of compensation is typically offered by
employers who choose to provide additional support to injured employees, even outside
of legal obligations. It is designed to cover lost wages and medical expenses related to
the injury, reflecting a commitment to employee welfare beyond what is legally required. 
Employer's liability usually relates to situations where an employee files a lawsuit against
the employer for negligence, which is not applicable in this scenario. Personal liability
refers to an individual's responsibility for their actions and would not be relevant in the
context of workplace injuries. Bodily injury liability typically pertains to insurance
coverage for injuries caused to others, not compensation for an injured employee. Thus,
voluntary compensation should be considered the appropriate option in this context.
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7. What is the main benefit of using an insurance broker for
clients?
A. They have the authority to create new insurance policies
B. They negotiate better terms directly with the insurers
C. They help clients find suitable coverage
D. They manage all insurance-related paperwork

Using an insurance broker primarily benefits clients by helping them find suitable
coverage tailored to their specific needs. Brokers possess in-depth knowledge of the
insurance market and have access to a wide range of policies from various insurers. This
allows them to assess the client’s unique situation, understand their coverage
requirements, and recommend options that provide the best protection at competitive
prices.  Moreover, brokers can evaluate different policies and explain the nuances among
them, making it easier for clients to understand their choices. This personalized service
goes beyond merely offering a selection of policies; it includes assessing risks, providing
guidance on policy features, and ensuring that clients select an insurance product that
aligns with their financial and protection goals.   While negotiating terms with insurers
and managing paperwork are important aspects of a broker's role, the core advantage
lies in their ability to match clients with appropriate insurance solutions based on
individual circumstances.

8. Which of the following best describes "coverage types" in
insurance?
A. The different policies available and their associated benefits
B. The expanse of information regarding an insurer's reliability
C. The specific individuals covered under a policy
D. The duration for which a policy is active and effective

The concept of "coverage types" in insurance fundamentally refers to the various policies
available and the specific benefits associated with each one. Coverage types entail the
range of protections provided by insurance products, such as liability, comprehensive,
collision, and personal injury protection, among others. Each type of coverage addresses
different risks and scenarios that a policyholder may encounter, defining what is
included in the insurance policy and guiding the policyholder in selecting the right
coverage based on their needs.  The other options address related but distinct aspects of
insurance. The expanse of information regarding an insurer's reliability relates more to
the insurer's ratings and reviews, which, while important, do not define what coverage
types are. The specific individuals covered under a policy pertains to the concept of
insured parties rather than the types of coverage. The duration for which a policy is
active and effective describes the policy's term or period of coverage, which is a separate
consideration from the types of coverage provided. Thus, the best description of
"coverage types" is indeed the variety of policies and their associated benefits.
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9. In insurance terms, what does "insured" mean?
A. An insurance policy provider
B. An individual or entity protected under an insurance policy
C. An insurance claim that has been paid out
D. An amount paid for an insurance policy

The term "insured" in insurance refers specifically to an individual or entity that is
protected under an insurance policy. This definition emphasizes that the insured party is
the one who receives coverage and benefits from the policy in the event of a loss or claim.
The role of the insured is crucial because it establishes who has the rights to claim the
coverage when an insured event occurs. They are essentially the party at risk that the
insurance company agrees to protect against specific losses or damages as outlined in
the policy documentation. This is foundational to the operation of insurance, as it
clarifies who is entitled to compensation and under what circumstances.  Understanding
this definition helps differentiate the insured from other related terms within the
insurance context, such as the insurer (the company providing the coverage), and the
premium (the amount paid for the policy). Each of these terms plays a distinct role in the
broader insurance system, but the insured is specifically the party benefiting from the
protection offered.

10. How does a claims-made policy operate?
A. It covers events that occurred during the policy period
B. It covers claims made after the policy expires
C. It provides lifetime coverage
D. It requires claims to be reported within 30 days

A claims-made policy operates by covering events that occur during the policy period,
provided that the claim is made within that same period. This means that for a claim to
be valid under a claims-made policy, the incident that triggered the claim must have
happened while the insurance policy was in effect, and the claim must be reported while
the policy is still active. This framework is crucial for professionals in fields like medicine
or law, where potentially years could pass between an incident and the filing of a claim.  
Other options refer to different coverage mechanisms or conditions that typically do not
align with how a claims-made policy functions. For instance, coverage for claims made
after the policy expires, lifetime coverage, or specific reporting requirements within a
limited time frame does not accurately describe the essential operation of a claims-made
policy. Instead, the focus on the timing of both the incident and the claim in option A
accurately captures the essence of how these policies are structured and executed.

 v-1764723649 | Page 12Sample study guide. Visit https://otherthanlife.examzify.com for the full version

SA
M

PLE


