Final Test – Making Money in insurance
The Final Test is now comprised of a question bank that includes 20 questions (all 20 questions are included below for testing purposes). Each time the Final Test module is entered, only 10 of the 20 questions will be included in the Final Test. The 10 questions pulled into the Final Test are randomized. In addition the question order and the answers to each question are also randomized. Correct answers for all questions are in bold below. 
Course Objectives

1. Identify the sources of revenue and expense for insurance companies

2. Recognize the information found on insurance company financial statements

3. Explain key performance indicators (KPIs) used in the industry

4. Recall sources of financial information

5. Use financial information to better understand specific companies
Question Bank for Objective #1

#1 (1a)
Which constitutes the largest portion of an insurance company's expenses? Select the correct answer.

General expenses

Underwriting losses

Commissions

Taxes and insurance fees

#2 (2a)
Which event contributes to an insurance company increasing its loss reserves? Select the correct answer.

An increase in premiums written

A decrease in fee income 

A decrease in premiums written

An increase in investment earnings

#3 (3a)
Which is a source of revenue for a life insurance company? Select the correct answer.

Ceded premiums

Salvage payments

Asset management fees

Policyholder reserves

#4 (4a)
Which are considered sources of fee income for insurance companies? Select the correct answer.

Asset management fees and sales commissions

Premiums paid by policyholders and claims settlements

Investment income from company reserves and reinsurance

Coverage for catastrophic events and underwriting fees
#5 (5a)
Which is not considered an underwriting loss? Select the correct answer.

Investment income from insurance company reserves

Claims paid

Salvage payments

Loss adjustment expenses (LAE)

#6 (6a)
Which is an example of underwriting losses that involves recovering money from a third party responsible for a claim? Select the correct answer.
Subrogation

Salvage payments

Loss adjustment expenses (LAE)

Increases in loss reserves
#7 (7a)
Which is not typically considered an underwriting expense for insurance companies? Select the correct answer.

Claims paid to policyholders

Employee salaries and compensation

Marketing costs

Information technology costs
#8 (8a)
Which is not considered a general expense for insurance companies? Select the correct answer.

Claims processing costs

Policyholder dividends

Personnel expenses

Taxes and insurance fees

Question Bank for Objective #2

#9 (1b)
Which balance sheet item typically represents the majority of assets for an insurance company? Select the correct answer.

Investment securities

Assets held in separate accounts

Deferred policy acquisition costs

Fixed assets

#10 (2b)
What item are found on an insurance company's balance sheet? Select the correct answer.

Policy acquisition costs

Loss reserves

Investment securities losses
Underwriting gains

#11 (3b)
What is the primary difference between the income statement for life insurance companies and general insurance companies? Select the correct answer.
General insurance companies have a section for underwriting gains, while life insurance companies do not

Life insurance companies only have revenue, expenses, and net income sections

Life insurance companies include net investment income, while general insurance companies do not

General insurance companies only report net income, whereas life insurance companies include general expenses
#12 (4b)
Which is not typically included as a primary section of an income statement for general insurance companies? Select the correct answer.

Premiums earned

Underwriting gains

Net investment income

General expenses

Question Bank for Objective #3

#13 (1c)
Which metrics are indicators of an insurance company's ability to grow business? Select all that apply.

Assets under management
Net inflows
Insurance in force

Lapse rate

#14 (2c)
Which metric best indicates a general insurance company's overall underwriting performance? Select the correct answer.

Combined ratio

Net premiums written

Expense ratio

Net inflows
#15 (3c)
Which performance measurement is used in insurance risk management? Select the best answer.

Solvency margin

Charge-off ratio

Efficiency ratio

Return on risk

#16 (4c)
What does the expense ratio of a general insurance company measure? Select the correct answer.

The company's ability to manage expenses relative to its premium income

The relationship between underwriting expenses and general expenses

The relationship between underwriting losses and premiums earned

The company's profitability based on return on equity

Question Bank for Objective #4

#17 (1d)
Which are sources of financial information? Select all that apply.

Annual reports

Regulatory filings

Investor presentations

Product brochures
#18 (2d)
Which is a reliable source for obtaining financial information and key performance indicators for a specific insurance company? Select the correct answer.
Analyst reports written by brokerage firms and independent research firms

The company's marketing department

The company's social media accounts

Employee satisfaction surveys

Question Bank for Objective #5

#19 (1e)
Why should you use financial information to help you understand an insurance company? Select all that apply.

It improves your understanding of the company's business 

It allows you to participate in conversations with senior executives

It helps you prioritize your efforts 

It improves the company's strategy
#20 (2e)
When reviewing financial information for a specific company, which approach is most effective for understanding its financial health? Select the correct answer.

Comparing revenue and expense to identify trends and differences with industry peers

Focusing only on the company's total revenue without considering any breakdowns or trends

Relying solely on historical financial data and ignoring current performance metrics

Prioritizing the company's marketing strategies over its financial ratios and metrics
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