
Pennsylvania Surplus Lines
Practice Exam (Sample)
Study Guide

Everything you need from our exam experts!

Sample study guide. Visit https://pasurpluslines.examzify.com



Copyright © 2025 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any
means, graphic, electronic, or mechanical, including photocopying,
recording, web distribution, taping, or by any information storage retrieval
system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain from reliable
sources accurate, complete, and timely information about this product.

1Sample study guide. Visit https://pasurpluslines.examzify.com for the full version

SA
M

PLE



Questions

2Sample study guide. Visit https://pasurpluslines.examzify.com for the full version

SA
M

PLE



1. In what name should a surplus lines license be issued?
A. In the name of the agency only
B. In the name of the individual applicant or business entity
C. In the name of the insurance company
D. In the name of the state

2. In insurance terminology, what does the term "entity"
commonly refer to?
A. An individual taking out an insurance policy
B. A legal organization providing insurance coverage
C. A group of policyholders submitting a claim
D. An insurance agent representing multiple insurers

3. Who is responsible for overseeing the surplus lines
insurance market in Pennsylvania?
A. The Pennsylvania Insurance Department
B. The National Association of Insurance Commissioners
C. The Federal Insurance Office
D. The Pennsylvania Department of Revenue

4. What does a "bind order" indicate in surplus lines
insurance?
A. An order to cancel a policy immediately
B. An instruction to secure coverage for a specific risk
C. A notification that insurance is not needed
D. A document for the insured to sign

5. Are surplus lines insurance contracts regulated by state
laws?
A. Yes, they are completely unregulated
B. They are less regulated but still subject to certain laws
C. No, they are exempt from all regulations
D. Only federal regulations apply
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6. What form is required for a surplus lines producer license
application?
A. A form supplied by the department
B. Online application form provided by the state
C. A self-prepared application document
D. License application form from the National Association of

Insurance Commissioners

7. What is the civil penalty for each succeeding offense?
A. A civil penalty of up to $2,000
B. A civil penalty of up to $4,000
C. A civil penalty of up to $6,000
D. No civil penalty for succeeding offenses

8. What is meant by "risk classification"?
A. Classifying insurance agents
B. Categorizing insureds based on their risk profiles
C. A method for calculating policy premiums
D. A system for creating insurance policies

9. Which of the following is a primary responsibility of an
insurance producer?
A. Underwriting policies for clients
B. Investing client premiums for profit
C. Selling insurance contracts
D. Handling regulatory compliance for insurers

10. What does transportation insurance cover when moving
goods from point of origin to final destination?
A. Insurance for only air transportation
B. Insurance covering only overland transport
C. Insurance during transportation by various modes to the

final destination
D. Insurance for port operations only
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Answers
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1. B
2. B
3. A
4. B
5. B
6. A
7. B
8. B
9. C
10. C
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Explanations
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1. In what name should a surplus lines license be issued?
A. In the name of the agency only
B. In the name of the individual applicant or business entity
C. In the name of the insurance company
D. In the name of the state

A surplus lines license should be issued in the name of the individual applicant or
business entity. This is important because the surplus lines license is a personal
permission granted to a specific individual or organization authorizing them to engage in
the business of placing insurance with non-admitted insurers. This means that the
license identifies the who is allowed to conduct such transactions, ensuring that they
possess the necessary qualifications, training, and compliance with state regulations. 
Issuing the license in the name of the individual or business entity allows for
accountability and traceability of insurance transactions, which is essential in
maintaining a regulated and organized insurance market. This practice helps safeguard
the interests of consumers by ensuring that only licensed professionals are handling
surplus lines insurance.

2. In insurance terminology, what does the term "entity"
commonly refer to?
A. An individual taking out an insurance policy
B. A legal organization providing insurance coverage
C. A group of policyholders submitting a claim
D. An insurance agent representing multiple insurers

In insurance terminology, the term "entity" commonly refers to a legal organization that
provides insurance coverage. This can encompass various types of organizations, such as
insurance companies, corporations, partnerships, or even governmental bodies that
engage in the business of providing insurance products and services.   Recognizing
"entity" as a legal organization is crucial since it defines the institutional aspect of the
insurance industry, where risk management and coverage are offered by structured and
regulated bodies. Understanding this helps clarify the role of insurance providers in the
marketplace and their responsibilities under the law, including compliance with
regulations that govern their operations.  Other options represent different facets of the
insurance process. An individual taking out a policy might be referred to as a
"policyholder" or "insured," while a group of policyholders submitting a claim refers to a
collective action involving insurance coverage, but does not fit the broad legal definition
of an entity. Lastly, an insurance agent is a person authorized to sell insurance policies,
not a legal organization itself. Thus, recognizing "entity" as a legal organization
providing insurance coverage aligns with the formal definitions and roles present in the
insurance sector.
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3. Who is responsible for overseeing the surplus lines
insurance market in Pennsylvania?
A. The Pennsylvania Insurance Department
B. The National Association of Insurance Commissioners
C. The Federal Insurance Office
D. The Pennsylvania Department of Revenue

The Pennsylvania Insurance Department is the entity responsible for overseeing the
surplus lines insurance market in Pennsylvania. This department's primary role includes
regulating the insurance industry within the state, ensuring compliance with state laws,
and protecting consumers. In the context of surplus lines insurance, which refers to
coverage offered by non-admitted insurers, the Pennsylvania Insurance Department
establishes guidelines and requirements that these insurers must follow to operate
legally in the state.  The National Association of Insurance Commissioners serves as a
collective organization for state insurance regulators but does not directly oversee
specific state markets, such as the surplus lines market. Similarly, the Federal Insurance
Office focuses on the broader insurance system at the national level and does not play a
role in regulating state-specific insurance practices. Lastly, the Pennsylvania Department
of Revenue handles tax-related matters and revenue collection for the state, but does not
have jurisdiction over insurance market regulation.   Thus, the Pennsylvania Insurance
Department's dedicated focus on insurance oversight makes it the correct answer
regarding the regulation of the surplus lines insurance market in Pennsylvania.

4. What does a "bind order" indicate in surplus lines
insurance?
A. An order to cancel a policy immediately
B. An instruction to secure coverage for a specific risk
C. A notification that insurance is not needed
D. A document for the insured to sign

A "bind order" in surplus lines insurance serves as an instruction to secure coverage for a
specific risk. This term is critical in the context of surplus lines because it conveys a
commitment from the broker or agent to obtain insurance for the insured immediately.
When a bind order is issued, it allows the insurer to proceed with underwriting and
providing coverage, ensuring that the insured is protected against potential losses from
the time the order is placed.   In surplus lines, where coverage is often sought for unique
or high-risk situations that standard market insurers may not accommodate, the bind
order becomes an essential tool. It effectively communicates the urgency and necessity
for coverage, allowing the insurer to take on the risk based on the defined terms. The
process typically involves the broker or agent working closely with the insurer to finalize
the terms of the coverage, ensuring the insured's needs are met.
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5. Are surplus lines insurance contracts regulated by state
laws?
A. Yes, they are completely unregulated
B. They are less regulated but still subject to certain laws
C. No, they are exempt from all regulations
D. Only federal regulations apply

Surplus lines insurance contracts are indeed less regulated than traditional insurance
policies but they are still subject to certain state laws. This approach allows for greater
flexibility and responsiveness to the unique needs of policyholders while ensuring that
there are minimum standards in place to protect consumers.   States require that surplus
lines insurers be licensed either in their home state or in the state where the insurance is
being placed. As a result, specific provisions are put in place regarding the licensing of
surplus lines brokers, the adherence to reporting requirements, and the payment of
taxes. These regulations safeguard the market by ensuring that the surplus lines
insurance remains available to cover risks that standard insurers may not want to
underwrite.  The incorrect options reflect a misunderstanding of how surplus lines
operate. Complete unregulation would lead to a lack of oversight that could harm
consumers, while being exempt from all regulations would mean there are no protections
whatsoever. Similarly, saying that only federal regulations apply ignores the vital role
that state laws play in governing these transactions. In practice, surplus lines insurance
exists within a framework that balances flexibility with necessary consumer protection.

6. What form is required for a surplus lines producer license
application?
A. A form supplied by the department
B. Online application form provided by the state
C. A self-prepared application document
D. License application form from the National Association of

Insurance Commissioners
The requirement for a surplus lines producer license application specifies that it must be
submitted using a form supplied by the department. This ensures that applicants use a
standardized format that meets the specific criteria and information requirements set by
the state regulatory authority. By using an official form from the department, the
application process becomes streamlined and maintains uniformity, which aids in the
efficient processing and assessment of applications.  Using a form provided by the
department also aligns with regulatory expectations and avoids any ambiguity or
omissions that might occur with self-prepared documents. This standardization helps
both the applicants and the regulatory body to ensure all necessary information is
included, facilitating a smoother review process for licensure.
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7. What is the civil penalty for each succeeding offense?
A. A civil penalty of up to $2,000
B. A civil penalty of up to $4,000
C. A civil penalty of up to $6,000
D. No civil penalty for succeeding offenses

In the context of Pennsylvania's insurance regulations, particularly concerning surplus
lines, a civil penalty is imposed to enforce compliance and deter repeated violations.
Each succeeding offense indicates a repeat violation of the regulations set out in the
Surplus Lines law.   The correct choice reflects the structured penalty system established
by regulatory authorities, which increases the financial repercussions for repeated
infractions. A civil penalty of up to $4,000 for each succeeding offense serves to both
punish and discourage individuals or entities from continuing to violate the law after
already being penalized. This amount emphasizes the seriousness with which regulatory
bodies treat compliance with insurance laws, aiming to protect consumers and ensure
integrity in the marketplace.   Other amounts in the options might pertain to initial
violations or different infractions, but the specific context of succeeding violations is
crucial in understanding why the $4,000 figure is applicable here, as it reinforces the
importance of adherence to regulatory standards in the surplus lines sector.

8. What is meant by "risk classification"?
A. Classifying insurance agents
B. Categorizing insureds based on their risk profiles
C. A method for calculating policy premiums
D. A system for creating insurance policies

"Risk classification" refers to the process of categorizing insured individuals or entities
based on their risk profiles, which includes analyzing factors such as health, age,
occupation, location, and previous claims history. This classification helps insurance
companies to assess the potential risk they undertake when issuing a policy and to
determine appropriate premiums based on the level of risk associated with insuring that
particular individual or entity.   By accurately categorizing insureds, insurers can ensure
that they maintain financial stability and offer fair pricing to policyholders. This method
is crucial for risk management, allowing insurers to group similar risks together and
predict future claims more reliably. Risk classification is a fundamental concept in
insurance underwriting, guiding not only premium calculations but also policy terms and
conditions.
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9. Which of the following is a primary responsibility of an
insurance producer?
A. Underwriting policies for clients
B. Investing client premiums for profit
C. Selling insurance contracts
D. Handling regulatory compliance for insurers

An insurance producer's primary responsibility is to sell insurance contracts. This role
involves engaging with clients to assess their insurance needs, presenting various
coverage options, and facilitating the purchase of insurance policies that best meet those
needs. Insurance producers serve as intermediaries between the insurance company and
the client, working to understand both sides to ensure that the clients receive
appropriate coverage.  Selling insurance contracts encompasses not only direct sales but
also building relationships, providing customer service, and offering advice about the
best practices for coverage based on the clients' specific circumstances. This role is
essential in ensuring that individuals and businesses are adequately protected against
risks.  Other responsibilities, while important, do not typically fall under the primary
duties of an insurance producer. For example, underwriting policies is generally the
responsibility of underwriters who evaluate risk and determine coverage terms. Investing
client premiums for profit is typically managed by financial institutions and the
insurance company itself, rather than the producer who focuses on sales. Handling
regulatory compliance for insurers is also a specialized function carried out to ensure
adherence to laws and regulations governing the insurance industry, but it is not the
focus of an insurance producer's role. Therefore, selling insurance contracts is the clear
primary responsibility of an insurance producer.

10. What does transportation insurance cover when moving
goods from point of origin to final destination?
A. Insurance for only air transportation
B. Insurance covering only overland transport
C. Insurance during transportation by various modes to the

final destination
D. Insurance for port operations only

Transportation insurance is designed to cover the risks associated with moving goods
from one location to another, regardless of the mode of transport used during the
journey. This type of insurance is comprehensive in nature, accommodating various
methods of transportation, which can include air, land, and sea.   By covering the
transportation process in its entirety, this insurance addresses the various risks that may
arise during transit, such as theft, damage, or loss of goods, ensuring that the
policyholder has adequate protection regardless of how the goods are shipped. This
multifaceted approach to coverage makes it essential for businesses that regularly
transport products to protect their assets and minimize financial loss during the
transportation phase.  The other options are limited in scope—focusing either on specific
modes of transport or aspects of transportation that don’t encompass the whole
journey—thus failing to deliver the broad coverage required for effectively safeguarding
goods in transit.
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