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H #74
Which of the following is a contract that is usually sold by a termimally ill person to an entity that receives death benefits from the
policy at the insured's death?

e A settlement option
e B. vertical settlement
¢ C. immediate annuity
e D. variable contract

Ef#: B
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This question again describes aviatical settlement, a contract in which a termmally ill insured sells a life insurance policy to an outside
entity in exchange for immediate cash. The purchaser receives the death benefit when the insured dies. In Pennsylvania Life
Insurance licensing exars, this concept is heavily tested due to consurmer protection concerns and regulatory oversight.

Although the option is written as "vertical settlement,” Pennsylvania study guides clearly indicate this is a typographical reference
toviatical settlement. None of the other choices describe this transaction. A settlement option refers to how policy proceeds are paid
to beneficiaries, not sold. An immediate annuity converts a lump sum into income payments. A variable contract involves investment
risk tied to separate accounts.

Viatical settlements are regulated in Pennsylvania to prevent exploitation of vulnerable individuals. Therefore, the correct and verified
answer-based on exam intent and Pennsylvania-approved materials-isA.

B #75

For licensing purposes, the producer's principal place of business or residence in any slate determines the producer's

A. insurance transaction site.
B. hone state.

C. territory.

D. license renewal date.

Ef#: B

A -

For insurance licensing purposes, Pennsylvania follows the Producer Licensing Model Act, which defines a producer'shone stateas
the state in which the producer maintains their principal place of business or legal residence. This designation is critical because it
determines where the producer holds their primary license and which state's laws govern continuing education, renewal requirements,
and regulatory oversight.

A producer may hold nonresident licenses in other states, but only one state may be designated as the home state. Pennsylvania
licensing materials emphasize that the home state is not determined by where insurance transactions occur or by assigned territories.
The other answer options are incorrect. License renewal dates are established by statute, insurance transaction site has no legal
licensing meaning, and territory is not a licensing classification. Therefore, the producer’s principal place of business or residence
determines thehome state, making optionBthe correct and verified answer.

B #76

Who of'the following is required to be licensed as an insurance producer?

A. An individual selling a policy for commission.
B. An insurer administering a group plan.

C. An officer or director of an Insurer.

D. An underwriter at an insurer.

ER: A
i

In Pennsylvania, an insurance producer license is required for any individual who sells, solicits, or negotiates insurance policies for
compensation, including commissions. Pennsylvania insurance regulations define a producer as someone who is directly involved in
the transaction of insurance with the public.

Officers or directors of an insurer are not required to be licensed unless they are personally engaged in selling or soliciting insurance.
Insurers administering group plans perform administrative fimctions and do not act as producers. Underwriters evaluate risk and
determine policy terms but do not sell insurance to consumers, so they are also exempt from producer licensing requirements.
Pennsylvania-approved licensing materials clearly state that receiving commission in exchange for selling insurance triggers the
requirement for licensure. Therefore, the correct and verified answer is option A.

HE#77
Dividends are NOT subject to taxation because they are

e A considered cash value reductions of policy death benefit proceeds.
e B. a guaranteed policy benefit.



e C. equivalent to returning a premium.
¢ D. considered prepaid policyowner equity.

IEf: C
BN -

In Pennsylvania Life Insurance policies, dividends paid to policyowners arenot subject to taxationbecause they are considered
areturn of excess premium, not earned income. Dividends arise when a mutual insurer's actual mortality, expenses, or investment
returns are more favorable than originally projected. Since policyowners in mutual companies are essentially owners of the nsurer,
dividends represent overpaid premiuns being returned.

Pennsylvania-approved insurance education materials clearly state that dividends are not guaranteed and are paid only when
declared by the insurer. However, when received, they are generally not taxable up to the total amount of premiuns paid into the
policy. This treatment aligns with federal tax principles discussed in insurance licensing curricula.

The other answer choices are incorrect because dividends are not guaranteed policy benefits, they are not classified as prepaid
equity, and they do not represent reductions of death benefit proceeds. While dividends may be used to reduce premiums, purchase
paid-up additions, or accumulate interest, their tax-free status is rooted in their classification aspremium refunds.

Thus, the correct and verified reason dividends are not taxable under Pennsylvania Life Insurance standards is that they areequivalent

to returning a premium

B #78

When can a producer share a commission with another producer?

A. when the other producer is licensed in the same line of business
B. when the unlicensed person does not live in Pennsylvania

C. Itis never a legal act

D. when both live in Pennsylvania

Ef: A

fER L2

Pennsylvania insurance law strictly regulates commission payments to protect consumers and maintain ethical standards. A
producermay share commissions only with another producer who is properly licensed in the same line of msuranceinvolved in the
transaction. This rule ensures that only qualified individuals who meet licensing and education requirements receive compensation for
mnsurance activities.

Commission sharing with unlicensed individuals is prohibited, regardless of residency. It is also not permitted to share commissions
with producers licensed in a different line of authority. These restrictions are clearly outlined in Pennsylvania producer licensing rules
and examination materials.

The other answer choices are ncorrect. Residency in Pennsylvania does not determine commission legality, and commission sharing
is not illegal when both parties are properly licensed. Therefore, the correct and verified answer iswhen the other producer is
licensed in the samme line of business.

HE#79
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