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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

Sample study guide, visit https://califeagent.examzify.com
for the full version with hundreds of practice questions 5

SAMPLE



1. What is a fundamental principle to consider when establishing an insurance
program?
A. Don't risk a lot for a little
B. Always choose the most expensive option
C. Ignore the odds
D. Ensure high returns on small investments

2. What happens to premiums during the renewal of a level premium term
policy?
A. They increase significantly
B. They remain the same
C. They vary by age
D. They are waived

3. Which ownership arrangement is suitable for a parent purchasing a life
insurance policy for their child?
A. Mutual ownership
B. Third-party ownership
C. Joint ownership
D. Common ownership

4. Which type of insurance policy provides pure death protection?
A. Whole life insurance
B. Universal life insurance
C. Term insurance
D. Variable life insurance

5. Which statement describes the purpose of a proof of claim?
A. To seek an insurance license
B. To provide monetary compensation
C. To document the loss severity and details
D. To express dissatisfaction with service
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6. What does an insurance policy typically cover?
A. Legal fees
B. Medical expenses
C. Life events
D. Property damage

7. Which type of life insurance policy involves a current premium scale and a
maximum premium scale beyond which premiums cannot be raised?
A. Indeterminate level premium
B. Level premium with decreasing death benefit
C. Decreasing term
D. Increasing term

8. How many policies are necessary for a cross purchase (buy/sell
agreement) among three persons?
A. 3
B. 4
C. 6
D. 9

9. What kind of relationship do insurers usually have with individuals involved
in STOLI policies?
A. A fiduciary relationship
B. No existing relationship
C. A direct relationship
D. A business partnership

10. Which premium type allows flexibility in adjusting premiums while
providing certain guarantees?
A. Indeterminate level premium
B. Fixed premium
C. Variable premium
D. Term premium
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Answers
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1. A
2. C
3. B
4. C
5. C
6. C
7. A
8. C
9. B
10. A
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Explanations

Sample study guide, visit https://califeagent.examzify.com
for the full version with hundreds of practice questions 10

SAMPLE



1. What is a fundamental principle to consider when establishing an insurance
program?
A. Don't risk a lot for a little
B. Always choose the most expensive option
C. Ignore the odds
D. Ensure high returns on small investments

The principle of "Don't risk a lot for a little" is essential when establishing an insurance program because it
encapsulates the concept of risk management. In insurance, one of the primary goals is to protect against
significant financial loss while minimizing unnecessary exposure to risk. This means that individuals and
businesses should carefully evaluate the level of coverage they require based on the potential financial impact of
a loss, ensuring that the premiums paid are reasonable in relation to the risks being insured.  By applying this
principle, clients can avoid scenarios where they incur high premiums for low levels of coverage or excessive risk
which isn’t warranted. It emphasizes that insurance should provide adequate protection without venturing into
excessive expenditure or taking on disproportionate risks. This approach fosters sound financial planning and
helps clients make informed decisions tailored to their unique needs and circumstances.

2. What happens to premiums during the renewal of a level premium term
policy?
A. They increase significantly
B. They remain the same
C. They vary by age
D. They are waived

When a level premium term policy is renewed, the premiums indeed vary based on the insured's age at the time
of renewal. Initially, level premium term policies offer fixed premiums for a specific term, making them more
affordable in the early years. However, upon renewal, the insurance company reassesses the risk associated
with the policyholder, which includes considering their current age. As the insured gets older, the risk of
mortality increases, leading to a rise in renewal premiums.   This adjustment reflects the higher likelihood of a
claim being made as the insured ages, which is a standard practice in life insurance. As a result, while the
renewal premiums are not fixed as they were initially, they do change to correspond with the age and health
condition of the insured at the time of the renewal.
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3. Which ownership arrangement is suitable for a parent purchasing a life
insurance policy for their child?
A. Mutual ownership
B. Third-party ownership
C. Joint ownership
D. Common ownership

The correct answer highlights the concept of third-party ownership, which is particularly relevant in the context
of a parent purchasing a life insurance policy for their child. In this scenario, the parent is the policy owner while
the child is the insured. This arrangement allows the parent to manage the policy, make premium payments, and
maintain control over the benefits that would be paid out upon the child's death.  Third-party ownership is
commonly used in circumstances where the individual being insured may not have the financial means or legal
ability to enter into a contract themselves, such as minors. By utilizing third-party ownership, the parent ensures
that the life insurance policy is appropriately managed and that the death benefit can provide financial support
to the family or serve as an inheritance for the child when they reach adulthood.  The other ownership
arrangements do not suit this scenario as effectively. Mutual ownership, for example, suggests shared
ownership, which is not applicable when one party (the child) is not the direct payer or owner of the policy. Joint
ownership often implies that both parties have rights and responsibilities to the policy, which could complicate
decision-making if the child is too young. Common ownership typically refers to similar rights and obligations
split among co-owners, which doesn’t fit the dynamic of a parent-child relationship

4. Which type of insurance policy provides pure death protection?
A. Whole life insurance
B. Universal life insurance
C. Term insurance
D. Variable life insurance

Term insurance is designed specifically to provide pure death protection for a specified period of time. This
means that if the insured person passes away during the term of the policy, the beneficiaries receive a death
benefit. If the insured survives the term, there is no payout, and the policy simply expires without value.   This
characteristic of term insurance differentiates it from other types of life insurance. Whole life insurance, for
example, includes a savings component and builds cash value over time, while universal life insurance offers
flexibility in premium payments and death benefits, also including a cash value component. Variable life
insurance allows policyholders to invest in various sub-accounts, which can affect both the cash value and the
death benefit. In contrast, term insurance focuses solely on providing financial protection against the risk of
death for the specified term without any additional saving or investment features.

Sample study guide, visit https://califeagent.examzify.com
for the full version with hundreds of practice questions 12

SAMPLE



5. Which statement describes the purpose of a proof of claim?
A. To seek an insurance license
B. To provide monetary compensation
C. To document the loss severity and details
D. To express dissatisfaction with service

The purpose of a proof of claim is to document the loss severity and details. This document is essential in the
insurance claims process, as it provides the insurance company with the necessary information regarding the
extent and nature of the loss that the policyholder is claiming. By detailing the circumstances of the claim, such
as the date of the loss, the cause, and the specific items affected, the proof of claim allows the insurer to assess
the situation accurately and determine the valid amount of compensation owed to the policyholder.  In the
context of an insurance claim, having a thorough and precise proof of claim is crucial for processing, as it
streamlines communication between the claimant and the insurer and helps expedite the claims process by
ensuring that all pertinent information is provided upfront. This careful documentation aids in the fair evaluation
of the claim, which is vital for both parties involved.

6. What does an insurance policy typically cover?
A. Legal fees
B. Medical expenses
C. Life events
D. Property damage

An insurance policy primarily serves to provide financial protection against specific risks or events that may
occur during an individual’s life. By covering life events, an insurance policy can address various scenarios, such
as the death of the insured, providing financial support to beneficiaries, or even covering certain life milestones,
depending on the type of policy. This aligns with the principle that insurance is designed to mitigate the financial
impact associated with unforeseen life changes.  While other options like legal fees, medical expenses, and
property damage can be associated with certain types of insurance policies, they are not universally covered by
all insurance policies. For example, legal fees are typically covered under liability insurance rather than life
insurance. Medical expenses are associated with health insurance, not life insurance. Property damage is
specifically tied to homeowners or auto insurance. Therefore, focusing on life events encapsulates a broad range
of scenarios that insurance policies are designed to address, particularly in the context of life insurance.

7. Which type of life insurance policy involves a current premium scale and a
maximum premium scale beyond which premiums cannot be raised?
A. Indeterminate level premium
B. Level premium with decreasing death benefit
C. Decreasing term
D. Increasing term

The indeterminate level premium life insurance policy is characterized by its structure, which includes a current
premium scale that reflects the insurer's current costs of providing coverage, along with a maximum premium
scale that sets a ceiling on how high the premiums can be raised in the future. This means that policyholders are
initially charged lower premiums that can fluctuate based on the insurer's performance and risk assessment, but
they are protected from excessive increases beyond a specified maximum amount.  This type of policy offers
flexibility and predictability for consumers, as they benefit from potentially lower initial premiums while having
the assurance that their costs will not climb beyond a certain limit. It strikes a balance between affordability and
long-term planning, making it an appealing option for individuals who want to secure life insurance coverage
without the fear of unpredictable premium increases over time.
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8. How many policies are necessary for a cross purchase (buy/sell
agreement) among three persons?
A. 3
B. 4
C. 6
D. 9

In a cross-purchase buy-sell agreement among three individuals, each person must purchase a life insurance
policy on the lives of the other individuals. This ensures that if one of the partners passes away, the remaining
partners have the necessary funds to buy out the deceased partner's share of the business from their
beneficiaries.  For three people, each person will need to have a policy on the other two individuals. So, the first
person needs policies on the second and third persons (2 policies), the second person needs policies on the first
and third persons (2 policies), and the third person needs policies on the first and second persons (2 policies). 
Thus, the total number of policies is calculated as follows:  - Person A insures Person B and Person C = 2
policies - Person B insures Person A and Person C = 2 policies - Person C insures Person A and Person B = 2
policies  Adding these together results in a total of 2 + 2 + 2, which equals 6 policies necessary for a
cross-purchase agreement among three individuals. This understanding clarifies why the correct choice reflects
the total number of policies needed for the agreement to function effectively.

9. What kind of relationship do insurers usually have with individuals involved
in STOLI policies?
A. A fiduciary relationship
B. No existing relationship
C. A direct relationship
D. A business partnership

In the context of STOLI (Stranger Originated Life Insurance) policies, insurers typically do not have a direct
relationship with the policy owner in the traditional sense. Instead, these individuals usually maintain a separate
or indirect connection with the insurance company. STOLI arrangements involve third parties who purchase life
insurance on the lives of individuals whom they do not have a significant pre-existing relationship with, often for
the primary purpose of profiting from the death benefit.   Since the individuals involved in STOLI schemes are
often not individuals that the insurer has any prior dealings with, or any anticipated ongoing relationship, it is
accurate to state that there is no existing relationship. This lack of connection differentiates STOLI from
standard life insurance practices where a direct relationship and insurable interest between the insurer and the
insured are essential components. In traditional life insurance, the insured typically has a direct relationship with
the insurer based on the policy purchased, as well as a built-in interest in the policy due to their investment into
the premium payments and potential benefits.
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10. Which premium type allows flexibility in adjusting premiums while
providing certain guarantees?
A. Indeterminate level premium
B. Fixed premium
C. Variable premium
D. Term premium

The indeterminate level premium type offers flexibility in adjusting premiums while still providing certain
guarantees. This premium structure typically starts with a low, fixed premium for a specific period, which then
may be adjusted by the insurer under specified conditions. The adjustments are based on the insurer's
experience and other relevant factors, but decreases or increases will be within a set range.   This approach
allows policyholders to benefit from initial lower costs while ensuring that there are parameters in place to
manage future adjustments. The guarantees that come with this premium type, such as a limit on how high
premiums can increase, provide a level of financial predictability that is essential for individuals planning
long-term insurance needs.   In contrast, other premium types lack this blend of flexibility and guarantees. Fixed
premiums remain constant and do not allow for any adjustments based on underwriting changes; variable
premiums fluctuate based on investment performance, which can lead to greater unpredictability; and term
premiums usually pertain to temporary insurance coverage without the flexibility for adjustments during the
term. Therefore, the indeterminate level premium is uniquely positioned to balance flexibility and stability in
premium payments.
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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://califeagent.examzify.com

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