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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. Which type of term insurance is designed to provide coverage for a
decreasing debt, such as a mortgage?
A. Level term
B. Increasing term
C. Decreasing term
D. Convertible term

2. What does "coinsurance" refer to in health insurance plans?
A. The percentage of costs that the policyholder shares with the insurer after the

deductible is met
B. The total amount paid by the insurer for extensive treatments
C. The fixed amount a policyholder pays for each medical service
D. The sum paid by patients before coverage kicks in

3. Which of the following terms describes an insurance company that has
been organized outside the United States or its possessions?
A. Remote
B. Alien
C. Foreign
D. Reciprocal

4. What defines a health policy's free-look period?
A. A time within which the policyholder may cancel for a refund
B. A period where coverage is active without payment
C. A duration after which benefits become accessible
D. A deadline for enrollment in group coverage

5. What typically happens if a policyholder fails to pay their insurance
premium?
A. The policy will become inactive after a grace period
B. The policy will automatically convert to a whole life policy
C. The coverage amount will be doubled
D. The insurance company will lower the premium rates
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6. Which factor typically does NOT influence life insurance premium rates?
A. Health status of the insured
B. Desired coverage amount
C. Personal hobbies of the insured
D. Fluctuating taxes

7. Which of the following are the two main types of life insurance?
A. Term life insurance and universal life insurance
B. Term life insurance and whole life insurance
C. Whole life insurance and variable life insurance
D. Index life insurance and term life insurance

8. Which insurance policy type offers savings that grows over time?
A. Term life insurance
B. Universal life insurance
C. Accidental death and dismemberment insurance
D. Group life insurance

9. Which of the following affects the deductibility of contributions made to a
traditional IRA?
A. The type of investments the IRA purchases with the contributions
B. The IRA owner's age
C. The IRA owner's marital status
D. Whether or not the IRA owner participates in a qualified employer plan

10. Which of the following is NOT true regarding straight life annuities?
A. Payments continue until the annuitant's death
B. They cannot be sold or transferred
C. They provide a level of financial security
D. Death benefits are usually not involved
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Answers
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1. C
2. A
3. B
4. A
5. A
6. D
7. B
8. B
9. D
10. B

Sample study guide, visit https://lahinsurancemastery.examzify.com
for the full version with hundreds of practice questions 9

SAMPLE



Explanations
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1. Which type of term insurance is designed to provide coverage for a
decreasing debt, such as a mortgage?
A. Level term
B. Increasing term
C. Decreasing term
D. Convertible term

Decreasing term insurance is specifically structured to correspond with the diminishing value of a debt, making
it ideal for scenarios like a mortgage. As the borrower makes payments, the outstanding balance of the
mortgage decreases, and so does the coverage amount of the insurance policy. This type of insurance protects
lenders by ensuring that if the borrower passes away, there is still sufficient coverage available to pay off the
remaining loan balance. The decreasing nature of the policy aligns with the borrower’s obligation, providing
necessary financial security for beneficiaries while potentially allowing for lower premiums compared to other
types of term insurance.   In contrast, level term insurance provides a fixed coverage amount throughout the
policy term, regardless of any decrease in debt. Increasing term insurance typically features a coverage amount
that rises over time, which does not serve the purpose of matching a declining debt. Convertible term insurance
allows for the conversion of a term policy into a permanent policy, but it does not specifically address the need
for coverage corresponding to a decreasing debt.

2. What does "coinsurance" refer to in health insurance plans?
A. The percentage of costs that the policyholder shares with the insurer after the

deductible is met
B. The total amount paid by the insurer for extensive treatments
C. The fixed amount a policyholder pays for each medical service
D. The sum paid by patients before coverage kicks in

Coinsurance refers specifically to the arrangement in health insurance where the insured individual shares a
percentage of the costs of covered medical services after the deductible has been met. This means that once the
policyholder has paid the deductible, which is the initial out-of-pocket expense before the insurer starts to pay,
they will then pay a certain percentage of subsequent treatment or service costs, while the insurer covers the
remaining percentage.  For example, if the coinsurance is set at 20%, after the deductible is satisfied, the
policyholder would pay 20% of the costs for any further medical care, and the insurance company would pay the
remaining 80%. This arrangement helps distribute healthcare costs between the insurer and the insured,
incentivizing the policyholder to consider costs associated with their healthcare decisions.  The other options do
not accurately describe coinsurance. The total amount paid by the insurer for extensive treatments relates more
to benefit coverage limits rather than coinsurance. A fixed amount for each medical service corresponds to
copayments, not coinsurance. Finally, the sum paid by patients before coverage kicks in refers to the deductible,
which precedes any coinsurance calculation.
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3. Which of the following terms describes an insurance company that has
been organized outside the United States or its possessions?
A. Remote
B. Alien
C. Foreign
D. Reciprocal

The term that describes an insurance company organized outside the United States or its possessions is "Alien."
An alien insurer is one that is incorporated in a country other than the one in which it is doing business. For
example, if a company is established in Canada and operates in the U.S., it would be classified as an alien
insurer in the U.S.  Understanding this term is important because it helps in identifying the regulatory
requirements and the jurisdictional laws that govern insurance companies operating in different regions. An
alien insurer must adhere to both the regulations of the country where it is incorporated and those where it
operates, ensuring compliance with varying legal frameworks.  The other terms used in the context of insurance
companies have distinct meanings. A "foreign" insurer refers specifically to an insurance company that is
established in a different state within the same country. In the U.S., for instance, a company based in Texas that
operates in California is a foreign insurer in California. "Remote" does not apply in the context of insurance
company classification, and "reciprocal" describes a specific type of insurance arrangement where subscribers
exchange insurance among themselves rather than through a traditional insurer, which does not pertain to the
location of the company’s organization.

4. What defines a health policy's free-look period?
A. A time within which the policyholder may cancel for a refund
B. A period where coverage is active without payment
C. A duration after which benefits become accessible
D. A deadline for enrollment in group coverage

The free-look period is a specific timeframe allowed by insurers during which a policyholder has the opportunity
to review the newly issued health insurance policy. This period enables the policyholder to thoroughly assess the
terms, conditions, and coverage options outlined in the policy. If the policyholder decides that the policy does
not meet their needs or expectations, they are entitled to cancel the policy during this designated period and
receive a full refund of any premiums paid. The intention of the free-look provision is to provide consumers with
a level of protection, ensuring they have the opportunity to reconsider their decision after acquiring the policy. 
The other choices address concepts that are not directly associated with the free-look period. Coverage being
active without payment, the timing of accessing benefits, and deadlines for group enrollment do not accurately
define this critical consumer protection feature inherent in health insurance policies.
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5. What typically happens if a policyholder fails to pay their insurance
premium?
A. The policy will become inactive after a grace period
B. The policy will automatically convert to a whole life policy
C. The coverage amount will be doubled
D. The insurance company will lower the premium rates

When a policyholder fails to pay their insurance premium, the standard procedure is that the policy will become
inactive after a grace period. Insurance policies typically include a grace period, which is a specified period
during which the policyholder can make the premium payment without losing coverage. If the payment is not
made by the end of this period, the policy lapses, meaning that the coverage provided by the policy will no longer
be valid, and the insured may lose their benefits.  This process is designed to give policyholders a chance to
maintain their insurance coverage even when they encounter temporary financial difficulties. It's essential for
policyholders to understand the terms of their specific insurance agreements, including the duration of the grace
period and the consequences of failing to pay premiums.

6. Which factor typically does NOT influence life insurance premium rates?
A. Health status of the insured
B. Desired coverage amount
C. Personal hobbies of the insured
D. Fluctuating taxes

Fluctuating taxes are generally not a factor that influences life insurance premium rates because premium
pricing is based on risk assessment associated with the insured’s profile and the specifics of the policy itself,
rather than broader economic conditions such as tax rates. Life insurance premiums are primarily calculated
based on the individual’s health status, age, desired coverage amount, and lifestyle choices, including personal
hobbies that may increase risk.   Factors like health status reflect the likelihood of the insured making a claim,
while the desired coverage amount directly affects the risk exposure of the insurer. Personal hobbies,
particularly those considered hazardous, can also raise the premium as they indicate a higher probability of
accidents or injuries. Therefore, fluctuations in taxes, which relate more to economic policy and regulation, do
not directly affect the premium rates that life insurers charge.

7. Which of the following are the two main types of life insurance?
A. Term life insurance and universal life insurance
B. Term life insurance and whole life insurance
C. Whole life insurance and variable life insurance
D. Index life insurance and term life insurance

The correct identification of the two main types of life insurance is based on the fundamental structures and
benefits these policies provide to the policyholders. Term life insurance is designed to provide coverage for a
specific period, typically ranging from one year to 30 years, and it pays a death benefit only if the insured passes
away during that term. This makes it an affordable option for many individuals seeking financial protection for a
designated timeframe.  Whole life insurance, on the other hand, is a permanent life insurance policy that remains
in force throughout the insured's lifetime, as long as premiums are paid. It also accumulates cash value over
time, which can be accessed by the policyholder. This dual benefit of lifelong coverage and potential cash value
accumulation distinguishes whole life from term insurance and makes it a popular choice for long-term financial
planning.  Together, term and whole life insurance represent the two primary categories of life insurance, each
addressing different financial needs and goals. Other options mentioned may involve different types of
permanent insurance or variations thereof, but they do not encapsulate the fundamental distinctions as clearly
as term and whole life policies do.
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8. Which insurance policy type offers savings that grows over time?
A. Term life insurance
B. Universal life insurance
C. Accidental death and dismemberment insurance
D. Group life insurance

Universal life insurance stands out as a policy type that offers a savings component that grows over time. It is a
form of permanent life insurance that combines a death benefit with a cash value feature. As premiums are paid,
a portion goes toward the insurance coverage, while the rest is allocated to the cash value account. This cash
value accumulates interest over time based on a rate specified by the insurer, which can vary according to the
policy terms.   Additionally, policyholders have the flexibility to adjust their premiums and death benefits, and
they can also access the cash value through loans or withdrawals, providing both a layer of security and an
opportunity for savings growth. This flexibility and the potential for cash value accumulation make universal life
insurance a suitable choice for individuals looking for a policy that not only provides life coverage but also
serves as a savings vehicle.  In contrast, term life insurance strictly offers death benefit protection for a specified
period without any cash value accumulation. Accidental death and dismemberment insurance provides benefits
only in cases of specified accidents and does not accumulate savings. Group life insurance typically provides
coverage to members of a group, such as employees, without a personal cash value component, focusing solely
on providing death benefits.

9. Which of the following affects the deductibility of contributions made to a
traditional IRA?
A. The type of investments the IRA purchases with the contributions
B. The IRA owner's age
C. The IRA owner's marital status
D. Whether or not the IRA owner participates in a qualified employer plan

The deductibility of contributions made to a traditional IRA is fundamentally influenced by whether the IRA owner
participates in a qualified employer plan. This is a critical factor because the IRS has established income limits
that determine how much, if at all, an individual can deduct when they are an active participant in such a plan. 
When an individual is enrolled in a qualified employer-sponsored retirement plan, their ability to deduct
contributions to a traditional IRA can be significantly affected based on their modified adjusted gross income
(MAGI). If their income exceeds certain thresholds, the deduction may be reduced or eliminated entirely. This
encourages individuals who are not covered by such plans to make contributions to IRAs without the same limits
on deductibility.  The other factors mentioned, such as the type of investments within the IRA, the owner's age,
and marital status, primarily influence contributions in other ways—like contribution limits or withdrawal
penalties—but they do not directly affect the deductibility of contributions. The focus on participation in a
qualified employer plan showcases how the IRS aims to manage retirement savings within the broader context
of all available retirement income strategies.
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10. Which of the following is NOT true regarding straight life annuities?
A. Payments continue until the annuitant's death
B. They cannot be sold or transferred
C. They provide a level of financial security
D. Death benefits are usually not involved

The statement that straight life annuities cannot be sold or transferred reflects a misunderstanding of these
financial products. Straight life annuities are contracts that provide regular payments to the annuitant for as long
as they live, and they typically offer significant financial security by guaranteeing income for the duration of the
annuitant's life, regardless of how long that may be.   Payments continue until the death of the annuitant, which
is true and reflects the purpose of this type of annuity. Furthermore, while it's commonly understood that
straight life annuities do not usually provide death benefits, this does not mean that the annuity itself is entirely
intractable; some policyholders may find ways to use its value in estate planning or may choose options that do
manage aspects of transferability depending on specific contract terms.   In general, straight life annuities are
indeed designed primarily to provide steady income and financial security for the annuitant’s lifetime without the
contingency of death benefits being a prominent feature, thereby reinforcing their role as a source of guaranteed
income in retirement.
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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://lahinsurancemastery.examzify.com

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