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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 is a "life settlement"?
A. The payout received upon the policyholder's death
B. The process of canceling an insurance policy
C. The sale of an existing policy to a third party for more than cash value
D. The conversion of a term policy into a whole life policy

2. Who does NOT need to prove insurability in Bob's insurance policy?
A. John and Kristen
B. Any children born to them after the contract's inception
C. Bob
D. Linda

3. What does solvency refer to in insurance companies?
A. The company’s total assets
B. The company's ability to pay long-term obligations
C. The number of policies sold
D. The market share of the insurance company

4. What does the term "adjustable life" refer to in insurance?
A. A policy with variable interest rates
B. A policy that allows adjustments of premiums or death benefits
C. A fixed premium policy
D. A type of term insurance

5. What does "waiver of premium" mean in life insurance?
A. A waiver of premium is a rider that allows non-payment of premiums if the

policyholder becomes incapacitated.
B. A waiver of premium allows for increased benefits without additional cost.
C. A waiver of premium is a type of loan against the policy's cash value.
D. A waiver of premium requires a medical exam to qualify.

6. What is "cash surrender value" in life insurance policies?
A. The value of the policy's death benefit
B. The amount accessible to the policyholder upon cancellation
C. The estimated future payout of the policy
D. The balance remaining in the insurer's accounts
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7. What is the purpose of a temporary insurance agreement?
A. To provide a provisional coverage that offers immediate life insurance
B. To define payment terms for the policyholder
C. To outline the claims process
D. To increase the policyholder's coverage temporarily

8. Which of the following is correct about a group health insurance policy?
A. It can exclude newborn children from coverage.
B. It cannot exclude coverage for VA hospital treatment.
C. It can provide coverage for handicapped children.
D. It cannot exclude coverage from an occupational accident.

9. Why is the ability of an insurance company to meet obligations important?
A. It reflects their customer service quality.
B. It indicates their financial stability and claim payment capability.
C. It demonstrates their market share.
D. It influences their premium rates.

10. Why are beneficiary designations important in life insurance?
A. They allow for policy adjustments.
B. They ensure intended recipients receive benefits directly.
C. They dictate premium amounts.
D. They affect the insurance company's risk assessment.
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Answers
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1. C
2. B
3. B
4. B
5. A
6. B
7. A
8. C
9. B
10. B
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Explanations
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1. What is a "life settlement"?
A. The payout received upon the policyholder's death
B. The process of canceling an insurance policy
C. The sale of an existing policy to a third party for more than cash value
D. The conversion of a term policy into a whole life policy

A life settlement refers to the sale of an existing life insurance policy by the policyholder to a third party for an
amount that is typically greater than the policy's cash surrender value but less than its death benefit. This option
allows the policyholder to gain immediate cash, especially in situations where they no longer need the insurance
coverage or can no longer afford the premiums.  In a life settlement, the third party who purchases the policy
becomes responsible for paying the premiums and ultimately receives the death benefit upon the policyholder's
passing. This can provide financial relief for the seller while presenting an investment opportunity for the buyer. 
The other options represent different concepts related to life insurance but do not align with the definition of a
life settlement. The payout received upon the policyholder's death refers specifically to the death benefit of the
policy, while canceling an insurance policy pertains to relinquishing coverage (not selling it). Converting a term
policy into a whole life policy describes a change in the type of insurance coverage rather than a sale of the
policy itself.

2. Who does NOT need to prove insurability in Bob's insurance policy?
A. John and Kristen
B. Any children born to them after the contract's inception
C. Bob
D. Linda

In the context of life insurance, the concept of "proving insurability" refers to the requirement that an individual
must demonstrate that they are in good health or meet certain risk criteria before being eligible for coverage
under a policy. This is often required for additional coverage, changes in policy amounts, or newly insured
parties being added.  In Bob's insurance policy, any children born to him and his spouse after the contract's
inception typically do not need to prove insurability. This is because, in many life insurance policies, children
added as dependents are automatically covered without the need for additional underwriting or proof of
insurability, as long as they are born after the policy is in effect. This provision is intended to provide immediate
coverage to new family members without additional hassle.  Bob, as the primary insured, will have already gone
through the process of proving his insurability when he initially obtained the policy. Similarly, others involved,
like John, Kristen, or Linda, would need to provide usable health information if they wish to be included under the
same policy or if they are otherwise proposed for insurance. Thus, the correct choice reflects a common
insurance practice that simplifies coverage for new children in a policyholder's family.
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3. What does solvency refer to in insurance companies?
A. The company’s total assets
B. The company's ability to pay long-term obligations
C. The number of policies sold
D. The market share of the insurance company

Solvency in the context of insurance companies refers to the company's ability to meet its long-term obligations
and financial commitments, especially in paying claims to policyholders. This concept is critical because it
ensures that an insurance company can fulfill its promises to policyholders, even in adverse situations.   When
assessing solvency, regulators and stakeholders look at the assets and liabilities of an insurance company. A
solvent insurer has sufficient assets to cover its liabilities, which include claims and other financial obligations
that may arise in the future. This financial stability is vital for maintaining consumer confidence and the overall
health of the insurance market.   The other options focus on aspects that do not provide a direct indication of an
insurance company's ability to meet its long-term obligations. While total assets are important, they do not
account for the company's liabilities; therefore, they don't directly assess solvency. The number of policies sold
and market share relate more to the company's market presence and business performance rather than its
financial health and ability to pay out claims.

4. What does the term "adjustable life" refer to in insurance?
A. A policy with variable interest rates
B. A policy that allows adjustments of premiums or death benefits
C. A fixed premium policy
D. A type of term insurance

The term "adjustable life" in insurance refers to a policy that provides the policyholder with the flexibility to
adjust both premiums and death benefits over the life of the policy. This type of policy combines features of
whole life insurance and term insurance, allowing individuals to adapt their coverage to meet changing financial
circumstances or needs.   For instance, if a policyholder experiences a change in income or wants to increase the
death benefit to accommodate for additional dependents, they can adjust the policy accordingly without needing
to initiate a new policy. This adaptability makes adjustable life insurance appealing for those who value the
ability to modify their insurance protection as life circumstances evolve. The flexibility in premium payments and
coverage amounts distinguishes it from fixed premium policies, which maintain consistent contributions and
benefits, and from term insurance, which typically does not have adjustable features.
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5. What does "waiver of premium" mean in life insurance?
A. A waiver of premium is a rider that allows non-payment of premiums if the

policyholder becomes incapacitated.
B. A waiver of premium allows for increased benefits without additional cost.
C. A waiver of premium is a type of loan against the policy's cash value.
D. A waiver of premium requires a medical exam to qualify.

A waiver of premium is a rider included in a life insurance policy that provides a significant benefit to
policyholders who find themselves unable to make premium payments due to incapacitation. Essentially, if the
policyholder becomes disabled and is unable to earn an income, the waiver of premium ensures that their life
insurance coverage remains in force without the need to pay premiums during this period of incapacity. This
feature is particularly important for protecting the policyholder's beneficiaries, as it prevents the policy from
lapsing and ensures continued coverage during a challenging time.  The other options describe features that are
not associated with the waiver of premium. Increased benefits without additional costs are more closely tied to
promotional offers or specific policy provisions, rather than the waiver itself. Similarly, loans against the policy's
cash value pertain to policy loans, a different function within a life insurance contract. Lastly, while some
insurance riders may require medical exams for qualification, the waiver of premium typically has its own criteria
that do not necessarily include a medical exam, focusing instead on the policyholder's disability status.

6. What is "cash surrender value" in life insurance policies?
A. The value of the policy's death benefit
B. The amount accessible to the policyholder upon cancellation
C. The estimated future payout of the policy
D. The balance remaining in the insurer's accounts

Cash surrender value refers to the amount of money a policyholder can receive if they decide to cancel their life
insurance policy before its maturity or before the insured event occurs. This value is significant because it
represents a portion of the premiums paid that accumulates over time, particularly in permanent life insurance
policies, such as whole life or universal life insurance.   Upon cancellation of the policy, the insurer will pay out
this cash surrender value to the policyholder, which can be used for various purposes. It's important to
distinguish this from the death benefit; the cash surrender value is available while the policy is still active and
can be accessed by the policyholder, whereas the death benefit is payable only upon the death of the insured.  
Understanding cash surrender value is crucial because it provides policyholders with the option to withdraw or
surrender their policy for cash, rather than maintaining the coverage for the full term, especially if their financial
needs or circumstances change.

7. What is the purpose of a temporary insurance agreement?
A. To provide a provisional coverage that offers immediate life insurance
B. To define payment terms for the policyholder
C. To outline the claims process
D. To increase the policyholder's coverage temporarily

A temporary insurance agreement serves the specific purpose of offering provisional coverage that allows an
individual to have immediate life insurance protection while their application is being processed. This kind of
agreement is particularly valuable if the applicant needs coverage quickly, perhaps due to an upcoming event or
urgent circumstances. It typically provides a level of coverage that becomes effective as soon as the applicant
submits the application and pays the first premium.   While payment terms and claims processes are essential
aspects of a life insurance policy, they do not define the fundamental role of a temporary insurance agreement.
Additionally, the purpose is not to enhance coverage but rather to ensure there is at least some form of
insurance in place for a short duration until the formal policy is issued.
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8. Which of the following is correct about a group health insurance policy?
A. It can exclude newborn children from coverage.
B. It cannot exclude coverage for VA hospital treatment.
C. It can provide coverage for handicapped children.
D. It cannot exclude coverage from an occupational accident.

A group health insurance policy typically provides coverage for a defined group of individuals, often through
employers or organizations. The option indicating that it can provide coverage for handicapped children
highlights an important feature of many group health insurance policies.   In many cases, group health plans
have provisions that allow for the inclusion of dependent children who are disabled beyond a certain age,
ensuring that they continue to receive health coverage even if they are unable to become independent. This
inclusion helps to protect families who may have children with special needs, allowing those children to maintain
access to necessary health care services.  While it’s common for group health insurance to provide such
coverage, the other options present conditions that often do not apply to group policies. For example, exclusions
for coverage based on hospital treatments or occupational accidents may have specific contexts or regulations
that allow for such exclusions, which does not universally parallel the coverage provisions for handicapped
children. Therefore, the correct understanding lies in recognizing that the policy explicitly allows coverage for
handicapped children, reflecting the broader intent to support families facing these challenges.

9. Why is the ability of an insurance company to meet obligations important?
A. It reflects their customer service quality.
B. It indicates their financial stability and claim payment capability.
C. It demonstrates their market share.
D. It influences their premium rates.

The ability of an insurance company to meet its obligations is crucial as it directly indicates the company's
financial stability and its capability to pay out claims to policyholders. This financial stability ensures that the
company can honor its commitments in terms of insurance payouts, which is the fundamental reason why
individuals purchase insurance in the first place. A company that is stable financially is less likely to face
insolvency and can therefore be trusted to compensate its clients in the event of a claim.  Additionally, financial
stability encompasses aspects such as adequate reserve funds, a healthy investment portfolio, and effective risk
management practices. This assurance gives policyholders peace of mind that their insurer can fulfill its
obligations, which is essential during times of need, such as in life insurance situations where beneficiaries
depend on the timely payment of claims.   The other options relate to various aspects of an insurance company's
operations but do not directly address the core significance of an insurer's obligation to meet claims. Customer
service quality, market share, and premium rates, while relevant to the overall functioning of an insurance
provider, do not encapsulate the primary concern of financial solvency and the assurance of claim payments to
policyholders.
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10. Why are beneficiary designations important in life insurance?
A. They allow for policy adjustments.
B. They ensure intended recipients receive benefits directly.
C. They dictate premium amounts.
D. They affect the insurance company's risk assessment.

Beneficiary designations are crucial in life insurance because they determine who will receive the death benefit
when the policyholder passes away. When the policyholder specifies a beneficiary, it ensures that the intended
recipients, such as a spouse, children, or a trust, receive the benefits directly without having to go through
probate. This direct transfer of funds can provide timely financial support and avoids complications that could
arise if there were no designated beneficiaries. The designation can also help in maintaining the intent of the
policyholder regarding how their assets should be distributed, protecting their wishes and reducing potential
disputes among relatives.   Other aspects, such as policy adjustments, premium amounts, or risk assessment for
the insurance company, are not the primary role of beneficiary designations. Their main function centers around
clearly directing the proceeds of the life insurance policy to the chosen beneficiary in accordance with the
policyholder's wishes.
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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://nvlifeinsurance.examzify.com

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