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FEY 7 Hh R 1
¢ Fthics and Professional Practice: This part of the exam focuses on the legal and ethical responsibilities of
FEY 2 1 life insurance professionals. It outlines the legal framework for life insurance in common law provinces and

territories and stresses the importance of maintaining professionalism

¢ Life Insurance: This section assesses the expertise of insurance professionals, including financial advisors

and life insurance agents, in understanding the financial impact of death. It explains how life insurance helps
hEY 72 address those financial needs and introduces various life insurance products, along with their features and
benefits.
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¢ Accident and Sickness Insurance: Aimed at insurance professionals offering individual and group health

FEy 23 nsurance, this section emphasizes the importance of financial protection in the case of serious illness or
mjury.
¢ Segregated Funds and Annuities: Targeted at investment advisors and financial planners, this section
NEw 24 evaluates their understanding of saving and investment strategies, which are essential for retirement and
financial planning,
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R #242

Laekyn purchased an individual disability insurance policy 3 years ago from Awah, her insurance agent.

Today, Awah receives a call from Laekyn, who says she is hospitalized following a suicide attempt. Laekyn says her doctor
diagnosed her with bipolar disorder and expects she will be able to return to work in 3 months.

Will Awah be able to help Laekyn receive disability benefits?

e A Yes, because the event occurred more than 2 years after the policy was purchased.
e B. No, because she is disabled due to a suicide attempt.

e C. Yes, because Laekyn contacted her as soon as she received her diagnosis.

¢ D. No, because the minimum waiting period on an individual disability policy is 90 days.

Ef#: A
R 2

Most individual disability insurance policies include atwo-year incontestability clause, after which the insurer cannot deny claims due
to misrepresentations on the application, unless they mvolve fraud. Since Laekyn's policy was purchased over three years ago, and
assuming there was no fraudulent application, she should be eligible for benefits. The fact that her disability is related to a suicide
attempt is not an automatic disqualification beyond this period unless specifically excluded by the policy. Therefore, the insurer
should process her claim under the standard disability terms of the policy.

M #243

Leanna has an accidental death and dismemberment policy for $175,000 that she purchased through Leo, her financial advisor, four
years ago. Leanna works as a heavy-duty mechanic at a local diesel mechanic shop in town. Leanna was in a tragic accident that
mvolved a hoist issue which resulted in the loss of one of her legs.

How much benefit will Leanna receive when she makes a claim?

A. $87,500

B. $116,725
C. $175,000
D. $131,250

EfE: A
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Comprehensive and Detailed Explanation From Exact Extract:

AD&D policies typically pay50% of the policy valuefor the loss of one limb. Therefore, $175,000 x 50% =
$87,500. The LLQP outlines thatfull benefits are for death or multiple limb loss, while partial payouts apply to single
dismemberments.

H I #244

Janice meets with Patrick, an insurance agent, to review her investment needs. Patrick suggests that she invest in segregated funds.
Janice is not familiar with these types of funds.

‘What information can Patrick provide to Janice to help her understand the advantages of segregated funds?

¢ A They are fully protected by Assuris.

¢ B. They require medical underwriting.

¢ C. They can be withdrawn anytime.

¢ D. They guarantee protection from creditors.

Ef#: D

A -

Ore of the significant advantages of segregated funds is creditor protection, which is particularly beneficial for business owners and
professionals who may face potential clains fiom creditors. Under LLQP principles, segregated finds are insurance contracts, and
when beneficiaries such as spouses or children are named, the investment may be protected from creditors in the event of
bankruptcy or legal action. This makes segregated funds distinct from other investment types, which do not inherently offer creditor
protection unless specific trusts or structures are in place.

Option A is incorrect as Assuris provides limited coverage rather than full protection, Option B ispartially true but not unique to
segregated funds, and Option D is incorrect as segregated funds typically do not require medical underwriting,

HR #245

The company Xtra is growing, Mr. Trenet, chair of the executive committee, invites his financial security advisor, Noah, to meet with
them to underwrite an annuity contract. The treasurer of Xtra offers to invest

$2,500,000 of the company's retained earnings. Before voting on a resolution to designate a policyholder, the treasurer asks Noah if
Xtra can be designated as the policyholder instead of Mr. Trenet. What answer should Noah give?

e A Ifthe capital is not registered, Xtra can be the policyholder

¢ B. Because Xtra is a legal person, Xtra can be the policyholder; Mr. Trenet must be the subrogated annuitant to approve
decisions on behalf of Xtra

e C. For Xtra to become the subscriber of the contract, the investment amount must come from aregistered plan, such as a
retirement find

¢ D. Only an individual can be a policyholder; therefore, Noah can recommend that Mr. Trenet be the policyholder

EE: A

R

Comprehensive and Detailed In-Depth Explanation: Under the Civil Code of Quebec (Article 2415), a policyholder (or subscriber)
is the entity that owns and pays for an insurance or annuity contract, which can be an individual or a legal person like a corporation.
Xtra, as a conpany, can use its retained earnings (unregistered capital) to find an annuity contract and be designated as the
policyholder, making option D correct. Option A is false, as legal persons can own contracts (e.g., group insurance). Option B's
requirement of a registered plan is incorrect-annuities can be finded with non-registered finds. Option C introduces a

"subrogated annuitant," a misnomer here, as the annuitant is the person receiving payments, not a decision- maker, and no such
requirement exists. The LLQP and Ethics manual confirm that corporations can be policyholders for business purposes, like key
person coverage or investments.

References: Civil Code of Quebec, Article 2415; LLQP Module on Annuities; Ethics and Professional Practice (Civil Law) Manual,
Section on Contract Ownership.

R #246

(Eric, aged 28, currently works for an accounting firm. He still lives with his parents but is saving to buy a place of his own. Seven
years ago, his grandparents gave him a significant cash gift following his college graduation. He deposited it into a segregated fund
that invests in the natural resources sector.



However, real estate prices are rapidly increasing. Eric is concerned that if he does not buy a place in the next three to five years, it
might become altogether unaffordable. In addition, the shares of the segregated fund he holds have seen a sharp drop in market
value two years ago and they have not recovered yet. Eric questions his current choice of investment and asks his life insurance agent
if he should switch to a different type of segregated fund.

‘What should the agent recommend?)

A. Hold on to his natural resources fund.
B. Switch to a dividend fund.

C. Switch to a balanced fund.

D. Switch to a bond find.

IEf#: C

TR

Eric has ashorter time horizon (3-5 years)and needs alower-risk, more diversifiedinvestment approach suitable for saving for a
house. Abalanced fundspreads investments across stocks and bonds, helping reduce risk compared to the high volatility of a single-
sector natural resources fund.

Exact Extract:

"Balanced finds combine equity and fixed-income mvestments to reduce portfolio volatility, providing moderate growth for investors
with medium-term objectives." (Reference:Segfinds-E313-2020-12-7ED, Chapter 2.2.5 Balanced Funds#49:11Segfunds-E313-
2020-12-

7ED.pdf**)
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