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AE #131
A spendthrift clause in a life msurance policy would have NO effect if the beneficiary receives the proceeds as:

A. Fixed amount installments
B. Interest-only payments

C. Fixed period installments
D. One lump sum payment

He: D

Y.

A spendthrift clause, permitted under Virginia Code § 38.2-3122, protects life insurance proceeds from creditors or the
beneficiary's mismanagement by restricting access to the fnds. It's effective when proceeds are paid in controlled installiments (e.g,,
options A, B, C), as the insurer retains and distributes the money over time, preventing lump-sum dissipation. Option A (fixed
amount installments) pays a set dollar amount periodically, option B (fixed period installments) pays over a set time, and option C
(nterest-only payments) holds the principal while paying interest-all compatible with spendthrift protection. Option D (one lump sum
payment) delivers the full proceeds at once, bypassing the clause's control mechanism, rendering it ineffective since the beneficiary
gains unrestricted access. The study guide likely explains this clause as a safeguard for structured payouts, noting that ump-sum
elections nullify its purpose, as seen in Virginia case law and NAIC guidelines, making D the correct choice.

AE #132
Ifan agent misleads or fails to adequately disclose the title and true nature of a policy offered to a potential insured, it may be
considered:

e A Misrepresentation
e B. Defamation

e C. Unfair discrimmnation
e D. Coercion

HE: A

MY

Virgnia Code § 38.2-502 defines misrepresentation as an unfair practice, where an agent misstates or omits key policy details (e.g,,
calling a term policy "permanent”) to mislead the insured. OptionC fits this legal breach. Option A (defamation) involves false
reputational harm, not policy sales. Option B (unfair discrimination, § 38.2-211) nvolves unequal treatment, not misrepresentation.
Option D (coercion) implies force, not deception. The study guide likely warns of misrepresentation penalties-e.g., an agent fined for
hiding exclusions-making C the applicable violation.

HE #133
The owner of a life insurance policy who enters into a viatical settlement contract is called:

o A A viatee
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e B. A viator
e (. A viatical settlement broker
¢ D. A viatical settlement provider

HE: B

Y.

Detailed Answer in Step-by-Step Solution:

* A viatical settlement involves a terminally ill policyowner selling therr life insurance policy for a ump sum. The policyowner in this
transaction is called the viator (C).

* The viatical settlement provider (A) is the entity purchasing the policy.

* The viatical settlement broker (B) facilitates the transaction.

* "Viatee" (D) is not a recognized term in this context.

The Virgmia study guide defines the viator as the insured policyowner who sells their policy in a viatical settlement, typically due to a
terminal illness. Reference: Virginia Life, Annuities, and Health Insurance study guide, section on "Viatical Settlements."

AE #134
Which of the following terms may NOT be used in the advertisement of Accident and Sickness Insurance?

A. Pre-existing conditions
B. Exclusions

C. Unlimited Benefits

D. Reductions

: C

H

Virgnia Code § 38.2-503 prohibits unfair or deceptive advertising in insurance, including Accident and Sickness policies. Terms like
"reductions" (option A), "exclusions" (option B), and "pre-existing conditions" (option C) are factual policy features that must be
disclosed clearly under Virgnia Administrative Code

14VACS5-41-10 et seq., ensuring transparency. However, "unlimited benefits" (option D) is misleading if untrue, as all policies have
limits (e.g., maximum benefits or coverage caps). Advertising "unlimited benefits" without substantiation violates Virginia's rules
against exaggerated or false clains, risking consumer deception. The study guide likely warns against such terms, citing examples
where insurers faced penalties for overstating coverage, making D the prohibited choice.
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B #135
Coverage under a cancelable health insurance policy may be terminated by:

A. An arbitration committee

B. The insured only

C. Either the msured or the insurer
D. The insurer only

4

o
m

: C

MY

Virginia Code § 38.2-3508 defines a cancelable health policy as one either party-the insured or insurer-can terminate before its term
ends, with notice (e.g,, 30 days). Option C reflects this mutual right. Option A (insurer only) and option B (insured only) are too
restrictive; cancelable policies aren't unilateral. Option D (arbitration committee) isn't a standard mechanism; cancellation follows
policy terns, not third-party rulings.

The study guide likely contrasts cancelable with non-cancelable policies, using examples like an insurer canceling for nonpayment or
an insured canceling due to better rates, making C the correct scope.
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