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1. When is a vehicle considered a total loss in auto insurance?
A. When it is stolen
B. When the repair costs exceed its value
C. When the owner decides to sell it
D. When it receives significant damage but is repairable

2. What does nonconcurrency refer to in insurance terms?
A. Insurance written on the same risk with different coverage

amounts
B. Insurance written on multiple risks
C. Insurance written on identical risks and coverage terms
D. Insurance written on the same risk without the same

coverage basis

3. What is the "waiting period" in health insurance policies?
A. A duration when claims are processed
B. Time allowed for premium payment
C. A period during which no benefits are payable after the

policy inception
D. A grace period before policy cancellation

4. Why might someone choose excess and surplus lines
insurance?
A. For peace of mind against common risks
B. To protect high-value standard risks
C. To cover unique or high-risk situations not handled by

standard insurers
D. For lower premiums

5. Which type of insurance specifically covers risks that are
explicitly defined in the policy?
A. Unspecified risk insurance
B. Broad form insurance
C. Named peril coverage
D. General liability insurance

3Sample study guide. Visit https://washingtoninsuranceexam.examzify.com for the full version

SA
M

PLE



6. Which insurance covers property damage from flooding?
A. Auto insurance
B. Health insurance
C. Homeowners insurance
D. Flood insurance

7. What do general damages compensate for?
A. Specific out of pocket expenses for medical, miscellaneous

expenses, and loss of wages
B. Compensate the injured person for pain and suffering,

mental anguish, disfigurement, and other similar types of losses
C. Indicate the time period the policy provides coverage
D. Other valid insurance written on the same risk

8. Which of the following best describes the primary purpose
of subrogation?
A. To provide additional coverage to the insured
B. To recover costs from third parties after a claim
C. To terminate a policy at the insurer's discretion
D. To evaluate claims before approval

9. Which components determine insurance rates?
A. Broker commissions, investment returns, underwriting

guidelines
B. Claim frequency, policyholder credit score, industry

standards
C. Loss reserves, loss adjusting expenses, operating expenses,

and profits
D. Policy limits, retention rates, premium growth

10. What is the primary responsibility of an underwriter?
A. Adjusting claim settlements
B. Evaluating life insurance mortality rates
C. Evaluating applications and determining policy issuance

terms
D. Managing insurer funds and investments
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Answers
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1. B
2. D
3. C
4. C
5. C
6. D
7. B
8. B
9. A
10. C
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Explanations
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1. When is a vehicle considered a total loss in auto insurance?
A. When it is stolen
B. When the repair costs exceed its value
C. When the owner decides to sell it
D. When it receives significant damage but is repairable

A vehicle is classified as a total loss in auto insurance when the repair costs exceed its
actual cash value, which is generally determined by the vehicle's age, condition, and
market value prior to the accident. This assessment is critical because insurance
companies often base their decision to declare a vehicle a total loss on whether it is
economically feasible to repair it.   When the combined costs to repair the car and the
associated expenses surpass its value, it is financially impractical for the insurance
company to proceed with repairs. Therefore, in such cases, the insurer typically opts to
declare the vehicle a total loss and compensates the policyholder accordingly. This option
aligns with the principle of indemnity in insurance, aiming to restore the policyholder to
their financial position prior to the loss without resulting in profit.  The other options
highlight scenarios that do not meet the criteria for a total loss. Theft does not equate to
a total loss regarding repair costs, selling the car does not change its status immediately
after an accident, and significant damage may still allow for repairs to be feasible.

2. What does nonconcurrency refer to in insurance terms?
A. Insurance written on the same risk with different coverage

amounts
B. Insurance written on multiple risks
C. Insurance written on identical risks and coverage terms
D. Insurance written on the same risk without the same

coverage basis
Nonconcurrency in insurance terms refers to insurance policies that are written on the
same risk but do not have the same coverage basis. This means that each policy covering
the same risk may have different terms, conditions, or coverage limits, leading to
potential gaps or overlaps in coverage.   Option A is incorrect because nonconcurrency
does not specifically refer to different coverage amounts on the same risk.   Option B is
incorrect as it refers to insurance written on multiple risks, which does not align with the
concept of nonconcurrency focusing on the same risk.   Option C is incorrect because
nonconcurrency specifically deals with policies on the same risk that do not have
identical coverage terms.
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3. What is the "waiting period" in health insurance policies?
A. A duration when claims are processed
B. Time allowed for premium payment
C. A period during which no benefits are payable after the

policy inception
D. A grace period before policy cancellation

The "waiting period" in health insurance policies refers to a specific duration during
which no benefits are payable after the policy's inception. This means that if a
policyholder requires medical treatment or incurs healthcare expenses during this
waiting period, the insurance company will not cover those costs.   This provision is
commonly implemented to prevent individuals from purchasing a health insurance policy
only when they anticipate needing medical care. Waiting periods can vary in length
depending on the type of coverage and the specific insurance policy. For example, certain
policies may have a waiting period for coverage of pre-existing conditions, while others
might have waiting periods for specific types of services or treatments.  By having a
waiting period, insurance companies can better manage risk and prevent potential abuse
of the insurance system. Understanding this concept is crucial for policyholders, as they
need to be aware of when their benefits will begin and plan their healthcare accordingly.

4. Why might someone choose excess and surplus lines
insurance?
A. For peace of mind against common risks
B. To protect high-value standard risks
C. To cover unique or high-risk situations not handled by

standard insurers
D. For lower premiums

Choosing excess and surplus lines insurance is often driven by the need to address
unique or high-risk situations that are not adequately covered by standard insurers. This
type of insurance is specifically designed to provide coverage for risks that traditional
insurance companies may deem too high or unusual to insure.   Standard insurers
typically have strict underwriting guidelines and may not offer policies for certain
specialized industries, unusual property types, or high-risk activities. Excess and surplus
lines carriers, on the other hand, have greater flexibility and can craft policies tailored to
the specific needs of clients facing these unique circumstances. This allows businesses
and individuals with unconventional risks to gain the necessary coverage to protect
themselves adequately.  While peace of mind, protection against high-value standard
risks, and pricing may be considerations for selecting insurance, they do not capture the
primary purpose of excess and surplus lines insurance, which fundamentally addresses
coverage gaps that standard markets cannot accommodate.
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5. Which type of insurance specifically covers risks that are
explicitly defined in the policy?
A. Unspecified risk insurance
B. Broad form insurance
C. Named peril coverage
D. General liability insurance

Named peril coverage is designed to specifically cover risks that are explicitly listed in
the insurance policy. This type of coverage only protects against the hazards or perils
that are expressly mentioned, meaning that if a peril is not named in the policy, it will
not be covered. For example, if a homeowner’s policy only lists fire and theft as covered
perils, any loss due to flood or earthquake would not be covered because those risks were
not explicitly defined.  This approach provides a clear understanding for the policyholder
about what risks they are insured against, making it important for individuals and
businesses to carefully review the listed perils in their policies. Named peril coverage
contrasts with broader types of coverage, such as all-risk or open peril coverage, which
provides protection against all types of risks except those that are specifically excluded.

6. Which insurance covers property damage from flooding?
A. Auto insurance
B. Health insurance
C. Homeowners insurance
D. Flood insurance

Flood insurance is specifically designed to cover damage to property caused by flooding
events. This type of insurance is crucial for homeowners, renters, and business owners
located in flood-prone areas, as standard homeowners insurance typically excludes
flood-related damages. Flood insurance provides financial protection against loss or
damage to property and belongings directly resulting from flooding, which can include
significant repair costs and replacement expenses.  In contrast, auto insurance primarily
covers damages to vehicles rather than property structures, health insurance focuses on
medical expenses and health-related issues, and homeowners insurance can provide some
coverage for water damage but does not include coverage for floods unless an additional
flood insurance policy is purchased. Thus, for comprehensive coverage against
flood-related damages, flood insurance is the appropriate and necessary choice.

7. What do general damages compensate for?
A. Specific out of pocket expenses for medical, miscellaneous

expenses, and loss of wages
B. Compensate the injured person for pain and suffering,

mental anguish, disfigurement, and other similar types of losses
C. Indicate the time period the policy provides coverage
D. Other valid insurance written on the same risk

General damages compensate the injured person for intangible losses such as pain and
suffering, mental anguish, and disfigurement. These damages are meant to provide
compensation for the non-economic impact the injury has caused. This distinguishes
them from specific damages, which cover out-of-pocket expenses like medical bills and
loss of wages. Options A, C, and D are not related to the concept of general damages in
insurance.
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8. Which of the following best describes the primary purpose
of subrogation?
A. To provide additional coverage to the insured
B. To recover costs from third parties after a claim
C. To terminate a policy at the insurer's discretion
D. To evaluate claims before approval

The primary purpose of subrogation is indeed to recover costs from third parties after a
claim. When an insurance company pays a claim to its insured for a loss, it often has the
right to pursue the responsible third party to recover that amount. This process allows
the insurer to recoup its expenses when another party is at fault and ultimately reduces
the overall costs of providing insurance.  Subrogation benefits not only the insurance
company but also helps in keeping premiums lower for policyholders over time, as it
allows insurers to recover funds that might otherwise lead to increased rates. By
pursuing recovery, the insurance company strives to maintain a stable financial condition
while ensuring fairness among all stakeholders involved.

9. Which components determine insurance rates?
A. Broker commissions, investment returns, underwriting

guidelines
B. Claim frequency, policyholder credit score, industry

standards
C. Loss reserves, loss adjusting expenses, operating expenses,

and profits
D. Policy limits, retention rates, premium growth

The correct answer is A. Broker commissions, investment returns, and underwriting
guidelines are all components that can determine insurance rates.  Option B is incorrect
because claim frequency and policyholder credit score can influence insurance rates, but
the inclusion of industry standards is not a primary component in determining rates. 
Option C is incorrect because while loss reserves, loss adjusting expenses, operating
expenses, and profits are important factors for insurance companies, they typically do not
directly determine insurance rates for policyholders.  Option D is incorrect because while
policy limits, retention rates, and premium growth are factors that can affect insurance
rates for policyholders, they are not the primary components that determine rates.
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10. What is the primary responsibility of an underwriter?
A. Adjusting claim settlements
B. Evaluating life insurance mortality rates
C. Evaluating applications and determining policy issuance

terms
D. Managing insurer funds and investments

The primary responsibility of an underwriter is to evaluate applications and determine
policy issuance terms. Underwriters assess the risk associated with insuring a person or
entity based on various factors such as health history, lifestyle, and financial stability.
They use this information to decide whether to approve an application, as well as to
establish the terms of the policy, including the coverage amount and premiums. This
decision-making process is crucial in minimizing the insurer's risk exposure and
ensuring the overall financial stability of the insurance company.   Adjusting claim
settlements, evaluating life insurance mortality rates, and managing insurer funds and
investments are roles that typically fall under different departments within an insurance
company and are not the primary responsibilities of an underwriter.
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