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the exam. If you have any questions about C11 exam materials, you can have a conversation with us.

IIC Principles and Practice of Insurance Sample Questions (Q21-Q26):
NEW QUESTION # 21 
What is the effect of perils and hazards on insurance rates for the underwriter?

A. The rate is determined by the law of large numbers for the hazards listed on the policy
B. An underwriter may increase the rate if the insured event is likely to increase the hazard
C. An underwriter may use a higher rate if a hazard increases the likelihood of a loss by an insured peril
D. The rate is calculated by multiplying the premium by the amount insured for each peril

Answer: C

Explanation:
Hazards are conditions thatincrease the likelihood or severity of a losscaused by an insured peril.
Underwriters assess hazards (physical, moral, and morale hazards) to determine whether a risk is acceptable and at what price.
If hazards make an insured perilmore likely to occur, the underwriter willincrease the rateto reflect higher expected losses. This aligns
exactly with option C.
Option A is close but incorrectly states "insured event," not "insured peril," and is less precise.
Option B misinterprets the law of large numbers; it applies to loss predictability, not hazard listing.
Option D misunderstands rating-rates are not calculated by multiplying premium by insured value.
Thus, the correct statement isC.

NEW QUESTION # 22 
Ace Brokerage Inc., a liability insurer, has been in business for three years. It is suffering financial difficulties despite writing a
significant amount of new business. What is the most likely reason?

A. Poor handling of its accounts receivable
B. Premiums were discounted when policyholders paid in full
C. Many clients have added endorsements to their policies
D. Lack of profit-sharing commissions earned

Answer: A

Explanation:
For a new insurer, cash flow and premium collection are critical. Liability claims often take years to develop, but expenses such as
commissions, reinsurance, administration, and claim reserves must be funded immediately. If premiums are not collected promptly
due to poor management of accounts receivable, the insurer may not have sufficient liquidity to meet obligations-even if it has written
a large volume of business on paper.
Option B is irrelevant because insurers (unlike brokers) do not receive profit-sharing commissions.
Option C is not typically a cause of financial distress since endorsements generateadditionalpremium.
Option D-discounting premiums-could affect income but would not normally create severe financial difficulty unless combined with
other poor practices.
The most likely reason for early-stage financial trouble is failure to collect premiums efficiently, making A correct.

NEW QUESTION # 23 
Which problem could arise with an oral binder?

A. It is illegal in some provinces
B. The intermediary may not have authority to bind coverage
C. It may override a policy warranty
D. The insurer did not secure privacy documentation

Answer: B

Explanation:
An oral binder is a legally recognized temporary contract that provides immediate insurance coverage before a written policy is
issued. While oral binders are valid in all Canadian provinces, their reliability depends entirely on whether the intermediary actually



has binding authority from the insurer. If the broker or agent who gives the oral binder doesnothave the authority to commit the
insurer, then the binder may not be valid, and coverage may not exist. This makes lack of authority the primary risk associated with
oral binders.
Option A is incorrect-oral binders are legal across Canada.
Option B is incorrect-a binder cannot override policy warranties; it simply provides temporary coverage.
Option C is unrelated; privacy documentation is not what makes a binder valid or invalid.
Thus, the key problem is that the intermediary may not have binding authority, making D the correct answer.

NEW QUESTION # 24 
What should an insurer do if it wishes to have additional terms incorporated in an interim cover?

A. Set the terms down in writing
B. Avoid releasing an interim cover prior to policy inception
C. Rely on Statutory Conditions / General Conditions
D. Verbally declare its intent to the intermediary

Answer: A

Explanation:
Interim covers-also called binders or cover notes-are legal proof of temporary coverage. Because they function as contracts, any
additional terms the insurer wishes to impose must be clearly written and communicated to the insured at the time coverage is bound.
Courts consistently require that policy terms be in writing to be enforceable, especially when modifying or restricting standard
coverage.
Option B is incorrect because verbal instructions can lead to disputes and are not enforceable under contract law or statutory
requirements. Option C is incorrect because statutory conditions apply automatically but do not add insurer-specific terms. Option D
is unrelated-interim covers exist precisely to provide immediate insurance before the policy is issued.
Therefore, if the insurer wants additional conditions or limitations to apply, they must be set down in writing as part of the interim
contract, making A the correct answer.

NEW QUESTION # 25 
What is his responsibility?

A. Advise the insured the policy covers the loss, if he confirms it
B. Advise an underwriter the policy requires a premium increase at renewal
C. Record preliminary information and ask further details
D. Verify the independent adjuster's report has no errors

Answer: C

Explanation:
A claims adjuster's primary initial responsibility is to receive, record, and gather preliminary information about a loss. This includes
confirming the identity of the insured, the date and circumstances of the loss, and whether the situation appears to fall within the
policy period and coverage. The adjuster also must ask probing questions to obtain the essential facts to begin an investigation. This
early information is critical because it guides further steps such as contacting witnesses, arranging inspections, evaluating liability, and
determining the need for expert reports.
Option A is incorrect because an adjuster cannot confirm coverage until a full review of the policy and the facts is completed. Option
C is incorrect because the adjuster uses an independent adjuster's report but is not required to "verify no errors" in a formal sense;
they assess and evaluate the report's content. Option D is unrelated to claims adjusting-premium changes are underwriting functions.
Therefore, the adjuster's correct responsibility at the early stage is to record preliminary details and obtain further necessary
information, making B the accurate answer.

NEW QUESTION # 26
......
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