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Question 13 (2 points)
Al of the following are violations o the state unfair trade practices act by a producer, EXCEPT:
O 1) Rebating
2) Policy termination

3) Misrepresentation

4) Twisting

save

Question 14 (2 points)
Arisk retention group licensed in one state:
7 1) 1 prohibited from writing insurance in anather state
2) May be required to write assigned risk auto insurance

3) Is exempt from unfair claim settlement practices in al states

4) Must pay premium taxes only in its state of charter

save
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Question 15 (2 points) ()
Which of the following are factors that complicate the regulatory goal of rate adequacy?
1) Insurers can try to charge inadequate rates to gain a competitive advantage

2) Unexpected loss experience can make previously adequate rates inadequate.

3) Stae rate approval systems may ot approve rate requests for public plicy reasons o disagreament with requested rate

4) Al of the above

save

Question 16 (2 points) &
Insurers meet their social responsibilties when performing which of the following activities?
1) Intentionally charging low pramiums so people can afford insurance
2) Giving out smoke detectors for homeowners
3) Contributing to safety research organizations and medical/welfare efforts

4) Relaxing underwriting standards so higher-risk insureds can obtain insurance

Sove
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Question 17 (2 points) u

Which of the following is a factor that frequently contributes to insurer insolvency?
D 1) Fraud
2) Uncollectible reinsurance
3) Inadequate reserves

4) Al of the above

save

Question 18 (2 points)

When deciding upon what distribution channels to use, an insurer evaluates the degree of control desired over its marketing
actions. In which marketing system does an insurer have the greatest degree of control over its producers?

7 1) Independent agents
2) Direct writers
3) Brokers

4) Exclusive agents

save
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Question 19 (2 points)
Which statement is true of mutual insurers?
1) No dividends are paid to policyholders
2) The policyholders are the owners of the company

3, Operating profit is not a cancern because the main purpose of the organization is to provide insurance for its
members/policyholders
4) Amutual i a type of stock insurer

save

Question 20 (2 points)

Charging a lower premium for a safe driver as opposed to a driver with a poor driving record is an example of:
1) Fair discrimination
2) Unfair discrimination
3) Bad faith action

© ) Fair rate of retum

save
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Question 21 (2 points)

A pooling arrangement where all of the property insurers in  state pool to provide property insurance for high-risk urban area
properties is called:

7 1) AJUA Joint Underwriting Authority)
2) A windstorm pool
3) A FAIR plan (Fair Access to Insurance Requirements)

4) None of the above

save

Question 22 (2 points)
The ratio of incurred losses for a specific period divided by its earned premium for the same period is called the:
D 1) Expense ratio
2) Loss ratio

3) Combined ratio

4) Financial basis combined ratio
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Question 23 (2 points)

Among what are called the unofficial regulators of insurance are groups like ISO and AATS which provide a wide range of services|
to insurers regarding forms, rates, and data. These are known as:

1) Financial rating organizations.
2) Consumer groups
3) Insurance advisory organizations

4) Insurance industry professional and trade associations.

save
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Question 24 (2 points) lal

Insurance commissioners are either appointed by the governar of the state or elected by voters of the state. Which of the
following is NOT a reason proponents of the election system cite?

7) 1) The appointed commissioner can be dismissed, where the elected one s in office for a full term
2) An appointed commissioner may not be as aware of the public’s concerns as would an elected one.
3) An appointed commissioner needn't campaign or feel obligated to poitical contributors

) 4y An appointed commissioner may feel obligated to favor those who appointed him, where the elected one wouldn't be as.
obligated to particular groups

save

Question 25 (2 points) &
The insurer may choose to operate through an MGA because:
") 1) The insurer knows that the MGA normally represents only one insurance company
2) The insurer does not have to staff and support a branch office

3) The insurer does not have to pay contingent commissions.

4) The insurer does not have to surpervise the MGA that represent them

save
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Question 1 (2 points)
Al of the following are proprietary insurers, EXCEPT:
O 1) Insurance exchanges
) 2) Lloyds of London
7 3) Mutual insurance companies

7 4) Stock insurance companies

save

Question 2 (2 points)
Which of the following insurance personnel must be licensed in each state in which they do business?
D 1) Producers
) 2) Insurance consultants
D) 3) Claim adjusters

7 4) All of the above
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Question 3 (2 points)

Insurance producers wear many hats in their line of work. Digging up new business is a primary function, and they do this in
several ways. When they simply contact prospective new clients without an appointment, what is this process called?

1) Soliciting
2) Prospect mining
3) Mass marketing

4) Cold canvassing

save

Question 4 (2 points)
All of the following are cooperative insurers, EXCEPT:
1) Captives
2) Self-insurers
3) Reciprocal exchanges

4) Risk Retention Groups

save
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Question 5 (2 points)
An insurer that experiences a high retention ratio is:
D) 1) Retaining significantly more exposure than it is ceding to reinsurance
2) Enjoying longevity of staff due to low employee tumover
3) Renewing a high percentage of its policies

4) Realizing profit from providing third-party services such as loss control

save

Question 6 (2 points)
When the combined ratio of an insurance company is greater than 100 percent, it indicates:
D) 1) Aloss on insurance operations
2) Again on insurance operations.

3) Neither a loss nor  gain

4) An underwriting profit

save
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Question 7 (2 points) R

Al of the following statements concerning an insurance broker are correct, EXCEPT:
7 1) A broker is an independent contractor
2) A broker represents policyholders in their dealings with insurers
3) A broker has the same authority as an agent to bind coverage

4) Abroker can accept a premium payment from a policyholder as an agent of the insurer

save

Question 8 (2 points)

One of the benefits to an insurer of using the Internet as an alternative distribution channel is:
D) 1) Aloyal customer base

2) Discounted prices

3) Web site updating

4) Broadened market

save
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Question 9 (2 points)

One of the main services insurance producers perform for insureds is:

1) Rate calculations
2) Underwriting assistance
3) Risk management review

4) Reinsurance procurement

save

Question 10 (2 points)

Which of the following statements concerning rate discrimination by insurers is accurate?

1) It s essential to insurance rating
2) It s prohibited when rating insurance exposures
3) It raises rates for all policyholders

4) Al of the above

save
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Question 11 (2 points)
Monitoring insurer salvency protects insureds and the public by achieving the two broad goals of:

1) Reducing the insolvency risk, and protecting the public against loss when insurers do fail

) 2) Protecting the public against loss when insurers fai, enabling new insurers to open rapidly to maintain coverage for
insureds of the failed insurer

3) Reducing the insolvency risk, and maintaining  pool from which to pay claims of insureds of failed insurers

4) None of the above

save

Question 12 (2 points)
Which of the following is an insurer's expense ratio?
1) Incurred underwriting expense divided by written premiums
2) Loss adjustment expense divided by eamed premium
3) Commission expense divided by premiums

4) Incurred losses and underwriting expense divided by investment income.




