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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. What increases the probability or severity of loss due to a peril?
A. Risk
B. Liability
C. Hazard
D. Incident

2. What factors are considered during the underwriting process?
A. Interest rates, inflation, and global economics
B. Risk factors, health history, and prior insurance claims
C. Education level, marital status, and occupation
D. Geographical location and credit scores

3. Under what conditions can insurance agents share commission?
A. With any referral partner
B. With another licensed agent only
C. With any authorized personnel
D. With non-licensed financial advisors

4. Which unethical practice involves inducing a policyholder to surrender their
insurance?
A. Quoting
B. Twisting
C. Churning
D. Rebating

5. What does the term 'Subrogation' refer to?
A. The right to recover costs
B. The right to refuse payment
C. The right to collect insurance premiums
D. The right to claim twice

6. What does disparagement involve in insurance advertising?
A. Fairly representing competitor insurance products
B. Making false statements about a competitor's financial standing
C. Offering competitive prices
D. Highlighting the success of another insurer
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7. What is the maximum fine the Commissioner may impose for violations
instead of revoking a license?
A. $1,000 per violation
B. $2,000 per violation
C. $5,000 per violation
D. $10,000 per violation

8. What is required to obtain a limited lines insurance license in Texas?
A. A college degree in insurance
B. Completion of pre-licensing education and passing the state exam
C. A minimum of three years of experience in the insurance field
D. Passing a federal background check

9. What is the role of insurers in the insurance process?
A. Claim processing
B. Policy underwriting
C. Providing coverage for risks
D. All of the above

10. How often must a limited lines insurance agent renew their license in
Texas?
A. Every year
B. Every two years
C. Every three years
D. Every five years
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Answers
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1. C
2. B
3. B
4. B
5. A
6. B
7. B
8. B
9. C
10. B
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Explanations
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1. What increases the probability or severity of loss due to a peril?
A. Risk
B. Liability
C. Hazard
D. Incident

The correct choice, hazard, refers to a condition or situation that increases the probability or severity of a loss
occurring from a specific peril. Hazards can be categorized into different types, such as physical hazards (which
involve tangible conditions), moral hazards (which involve the behavior of individuals that may affect the
likelihood of a loss), and morale hazards (which refer to carelessness resulting from the existence of insurance). 
For example, if a building has an old, frayed electrical system, this physical hazard increases the risk of a fire,
thus heightening the potential for loss. In contrast, while risk refers to the uncertainty of loss, and liability
pertains to legal obligations, they do not specifically address the conditions that elevate the likelihood or impact
of a loss. An incident typically describes an event that occurs but does not inherently suggest an ongoing
condition that influences loss potential. Therefore, hazard accurately captures the idea of a contributing factor
that amplifies the chances or consequences of a loss resulting from a peril.

2. What factors are considered during the underwriting process?
A. Interest rates, inflation, and global economics
B. Risk factors, health history, and prior insurance claims
C. Education level, marital status, and occupation
D. Geographical location and credit scores

The underwriting process is a critical function in the insurance industry where insurers assess the risk of
insuring a potential policyholder. The correct choice focuses on elements integral to evaluating an individual's
risk profile. By examining risk factors, health history, and prior insurance claims, underwriters can determine the
likelihood of a claim being made and the potential costs involved.  Risk factors relate to the likelihood of loss
based on the applicant's specific circumstances. Health history provides insights into potential medical
expenses or risks associated with insuring an individual. Prior insurance claims are indicative of the applicant's
past behavior in managing risk, which can signal whether they are likely to make future claims.  The other
options encompass factors that, while they may have some relevance in broader financial assessments or
underwriting categories, do not directly evaluate an individual's insurability in the same targeted way. Interest
rates and global economics are typically more related to the overall market environment rather than personal
risk assessments. Education level, marital status, and occupation could provide context in niche underwriting
situations, but they are not as significant compared to the immediate health and risk metrics. Geographical
location and credit scores may influence insurance rates, yet they do not provide as comprehensive a risk
assessment as the health and claims history does for personal underwriting processes.
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3. Under what conditions can insurance agents share commission?
A. With any referral partner
B. With another licensed agent only
C. With any authorized personnel
D. With non-licensed financial advisors

Insurance agents can share commissions with another licensed agent only when both parties are properly
authorized to conduct insurance business. This arrangement is typically regulated to ensure that all transactions
are compliant with state laws and that both parties possess the necessary licensure to engage in selling
insurance. Sharing commissions in this way helps maintain an ethical and professional standard within the
industry and protects consumers.  The regulation requiring that commission sharing occurs only between
licensed agents serves several purposes, including ensuring that all individuals involved in the sale of insurance
products have the requisite knowledge and training to provide proper service and advice to clients. Non-licensed
individuals, such as financial advisors without an insurance license, may not have the regulatory authority to
earn commissions from insurance sales, which maintains the integrity of the insurance market.

4. Which unethical practice involves inducing a policyholder to surrender their
insurance?
A. Quoting
B. Twisting
C. Churning
D. Rebating

The unethical practice that involves inducing a policyholder to surrender their insurance is accurately identified
as twisting. Twisting occurs when an agent persuades a policyholder to cancel an existing policy and replace it
with a new one, often under misleading pretenses about the benefits of the new policy compared to the old one.
This practice can harm the policyholder by causing them to lose valuable benefits or incur additional costs, while
the agent benefits from the commission on the new policy.  In the context of insurance ethics, twisting typically
involves misrepresentation or omission of critical information to persuade the client to make a change that is
not in their best interest. This highlights the importance of transparency and the ethical duty agents have toward
their clients to provide truthful and clear information about their insurance options.   While other practices like
churning, quoting, and rebating are significant in the insurance world, they pertain to different unethical
behaviors. Churning, for instance, refers to the practice of convincing clients to switch policies frequently to
generate commissions without a real benefit to the client, while quoting relates to the process of providing price
estimates for insurance, and rebating involves offering a part of the agent's commission to the client, which is
not typically allowed in many jurisdictions.
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5. What does the term 'Subrogation' refer to?
A. The right to recover costs
B. The right to refuse payment
C. The right to collect insurance premiums
D. The right to claim twice

Subrogation refers to the legal process by which an insurer, after paying a claim to its insured, assumes the
rights of that insured to seek recovery from a third party that may be responsible for the loss. In simpler terms,
once the insurance company has compensated the insured for their loss, it gains the right to pursue any legal
action against the party at fault to recover the funds it has paid out.  This process is important as it helps
insurance companies manage their costs and helps them to keep premiums lower for policyholders. By being
able to recover the amounts paid out in claims from responsible third parties, insurers can more effectively
maintain financial stability.  The other choices do not accurately define subrogation. The right to refuse payment
would usually relate to exclusions or conditions in a policy. The right to collect insurance premiums pertains to
revenue for the insurer and does not involve claims. The idea of claiming twice would relate to fraudulent
behavior in insurance, which is the opposite of what subrogation promotes, as it is about recovering legitimately
owed amounts rather than seeking duplicate compensation.

6. What does disparagement involve in insurance advertising?
A. Fairly representing competitor insurance products
B. Making false statements about a competitor's financial standing
C. Offering competitive prices
D. Highlighting the success of another insurer

Disparagement in insurance advertising specifically refers to making false or misleading statements about a
competitor's products, services, or financial standing. This practice is seen as unethical and can lead to legal
consequences because it undermines fair competition by deceiving potential customers about the reliability or
stability of another insurance provider.   In this context, making assertions about a competitor’s financial status
could damage their reputation and influence potential policyholders' decisions. By focusing on damaging
untruths rather than the qualities of one’s own offerings, an advertisement engages in disparagement. This
practice is contrary to the ethical standards expected in advertising, which require that all statements be truthful
and not misleading.  The other choices represent practices that do not align with disparagement. Fairly
representing competitor products and highlighting the success of another insurer would maintain integrity in
advertising. Offering competitive prices, if done transparently and honestly, is a standard and encouraged
practice that promotes healthy competition rather than misleading tactics.
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7. What is the maximum fine the Commissioner may impose for violations
instead of revoking a license?
A. $1,000 per violation
B. $2,000 per violation
C. $5,000 per violation
D. $10,000 per violation

The maximum fine that the Commissioner can impose for violations, as an alternative to revoking a license, is
indeed $2,000 per violation. This provision allows the Commissioner to maintain regulatory oversight and
promote compliance within the insurance industry while offering a financial penalty as a corrective measure
rather than resorting to revocation of a license.  This option reflects the balance between enforcement and the
ability for individuals and entities to remain in operation while addressing infractions. When the penalty is set at
this level, it encourages licensees to adhere to compliance standards, as financial consequences can be
significant, yet still allows them the opportunity to rectify their practices without losing their ability to operate.
This structure serves the dual purpose of punishing non-compliance while still providing a pathway for
improvement in the licensee's conduct.

8. What is required to obtain a limited lines insurance license in Texas?
A. A college degree in insurance
B. Completion of pre-licensing education and passing the state exam
C. A minimum of three years of experience in the insurance field
D. Passing a federal background check

To obtain a limited lines insurance license in Texas, it is essential to complete pre-licensing education and pass
the state exam. This requirement ensures that applicants possess the necessary knowledge and understanding
of the insurance products they will be dealing with, as well as the laws and regulations that govern the insurance
industry in Texas. The pre-licensing education typically covers topics relevant to limited lines insurance, which
may include specific types of coverage and consumer protections.  By requiring a state exam, Texas ensures
that only those who are adequately prepared and knowledgeable in the field are granted the ability to sell
insurance, thus maintaining a standard of competency and protecting consumers from unqualified individuals.
This approach helps ensure that licensed agents can effectively explain insurance products to clients and assist
them in making informed decisions.   Other options such as a college degree in insurance, significant experience
in the insurance field, or passing a federal background check are not prerequisites for obtaining a limited lines
insurance license in Texas and do not reflect the specific regulatory requirements set forth by state law.
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9. What is the role of insurers in the insurance process?
A. Claim processing
B. Policy underwriting
C. Providing coverage for risks
D. All of the above

The role of insurers in the insurance process primarily revolves around providing coverage for risks. This is the
fundamental purpose of any insurance company, which is to offer financial protection against potential losses
that may occur due to unforeseen events. By pooling the risks of multiple policyholders, insurers can manage
and cover these risks effectively, ensuring that their clients receive compensation when they file a claim.  While
claim processing and policy underwriting are essential components of the insurance process, they are more
specific functions carried out by insurers, rather than defining their overall role. Claim processing involves the
evaluation and payment of claims, while underwriting refers to the assessment of risk and the determination of
policy terms and premiums. However, these tasks serve the larger goal of providing coverage.  Thus, the correct
answer emphasizes the primary function of insurers, which is to provide coverage for risks, illustrating their
essential role in the insurance industry.

10. How often must a limited lines insurance agent renew their license in
Texas?
A. Every year
B. Every two years
C. Every three years
D. Every five years

In Texas, a limited lines insurance agent is required to renew their license every two years. This renewal process
is essential for maintaining the agent's eligibility to continue conducting business in the insurance field. The
two-year renewal period ensures that agents remain updated on current laws, regulations, and industry
standards, which can change frequently.   Regular renewal also serves to uphold the integrity and
professionalism of the insurance market by ensuring that agents are continuously educated and compliant with
ongoing requirements. This biannual renewal process is a common practice across many types of licensing in
various fields to promote accountability and ensure competency among professionals.
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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://txinsurancelimlines.examzify.com

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