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R 78 #55

Under an absolute assignment, a life insurance policyowner transfers:

A. The requirement to pay premiuns to a third party
B. Limited policy rights to another party

C. Ownership rights as collateral for a loan

D. All policy ownership rights to a new owner
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Detailed Answer in Step-by-Step Solution:

* An absolute assignment transfers all ownership rights (C) ofa life insurance policy to a new owner, relinquishing the original
owner's control.

* Option A (limited rights) is a partial assigniment. Option B (premium payment) is not ownership.

Option D (collateral) is a collateral assignment, not absolute.

The Virgiia study guide defines absolute assignment as the complete transfer of all policy rights to a new owner, distinct from
collateral assignments for loans. Reference: Virginia Life, Annuities, and Health Insurance study guide, section on "Policy
Assignments."

P RE #56
What is the effect on a life insurance policy if the insured fails to repay the full value of loans taken against the policy?

A. The premium is increased.

B. The policy lapses immediately.
C. Dividends are suspended.

D. The death benefit is reduced.

ZE: D

L EER

Virgnia Code § 38.2-3205 governs policy loans in life insurance. When an insured borrows against the policy' s cash value and fails
to repay the loan (principal plus interest), the outstanding amount is deducted from the death benefit upon the nsured's death. Option
C correctly states this reduction. Option A is false; premiumns are fixed unless the policy is adjustable, and loans don't alter them.
Option B is incorrect; dividends depend on insurer performance and policy terims, not loan repayment, though they might be applied
to reduce the loan if elected. Option D is wrong; immediate lapse occurs only if the loan exceeds the cash value and premiums aren't
paid, not simply from non-repayment. The study guide likely stresses that the death benefit is the primary adjustment mechanisim,
ensuring the insurer recovers the loan while honoring the policy, making Cthe accurate choice.

i RE #57
Preferred provider organizations (PPOs) encourage patients to use specified hospitals by:

A. Offering greater coinsurance percentages
B. Making public service announcements

C. Offering outpatient diagnostic coverage

D. Extending days of hospitalization coverage
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Detailed Answer in Step-by-Step Solution:

* PPOs incentivize use of in-network providers (e.g., specified hospitals) by offering higher coinsurance percentages (D), meaning
the nsurer pays a larger share of costs (e.g., 80% vs. 60% out-of-network).

* Option A (announcerments) is not a direct incentive.

* Option B (diagnostic coverage) applies broadly, not specifically to in-network use.

* Option C (extending hospital days) is not a typical PPO feature.

The Virgmia study guide notes that PPOs encourage in-network use through financial incentives like higher coinsurance or lower out-
of-pocket costs, distinguishing them from HMOs. Reference: Virginia Life, Annuities, and Health Insurance study guide, section on
"Managed Care Plans."

i /8 #58
All of the following statements about the installments for a fixed period settlement option in life insurance policies are true EXCEPT:

A. The longer the period of time, the smaller each instaliment

B. The amount of the periodic payment is based on the beneficiary's age

C. The beneficiary may elect this option unless the policyowner has specified otherwise
D. Each installment payment consists of both principal and interest
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The fixed period settlement option in life nsurance, per Virginia Code § 38.2-3115, pays the death benefit in equal installments over
a set time (e.g., 10 years), determined by the policyowner or beneficiary if not restricted. Option B is true; a longer period spreads
the principal and interest over more payments, reducing each installment (e.g,, $100,000 over 20 years yields smaller paymentsthan
over 5 years). Option C is true; payments blend principal and interest earned on the remaining proceeds held by the mnsurer. Option
D is true; Virginia law allows beneficiaries to choose settlement options unless the policyowner locks in a method (e.g., via a policy
endorsement). Option A is false; the payment amount depends on the proceeds, interest rate, and period length-not the beneficiary's
age, which might influence a life income option instead. The study guide likely contrasts fixed period (time-based) with life annuity
(age-based) options, using examples like $500 monthly for 10 years, making A the exception.

RIE #59

The interest that an insurance company earns on life insurance premiuns paid helps to:

A. Increase the life insurance premium rate
B. Increase the mortality rate

C. Decrease the mortality rate

D. Decrease the life insurance premium rate

ZE: D
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Detailed Answer in Step-by-Step Solution:

* Life insurance premiums are calculated based on three factors: mortality (death rates), interest (investment earnings), and expenses
(operating costs).

* When an insurer earns interest on premiuns invested, it increases the finds available to pay claims, reducing the amount needed
from policyholders.

* This results in a decrease in the premium rate (C), as higher interest earnings offset the cost of coverage.

* Option A (increase premium rate) would occur if interest earnings decreased.

* Options B and D (mortality rate changes) are unrelated to interest, as mortality is a statistical factor, not a financial one.

The Virgnia study guide explains that interest earned on premiuns is a key component of pricing life insurance, allowing nsurers to
lower premum rates when investment returns are favorable. Reference:

Virgnia Life, Annuities, and Health Insurance study guide, section on "Premium Determination."
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