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IIC Principles and Practice of Insurance 58 78 C11 X BX [ fE (Q43-Q48):

HP #43
What is the annual premium for a building insured for$500,000at a rate 0f$0.80 per $100?

o A. $4,000
e B.$2,500
e C.$6250
e D.$800
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EfE: A

RN -

To calculate premiuns rated per $100 of insurance, the formula is:

Premium = (Amount of Insurance + 100) % Rate

Step-by-step:

$500,000 + 100 = 5,000 rating units

5,000 x $0.80 =$4,000

Thus, the annual premium for the building is$4,000, makingOption Cthe correct answer.

Option A is too low, while Options B and D do not match the rating calculation. Underwriters rely on these standardized rating
methods to ensure consistent and adequate premium development.

B #44

How would a moving and storage company benefit from purchasing insurance to cover custormers' goods while in transit?

A. Greater acquisition potential

B. More capital for business ventures

C. Provides a feeling of security

D. Opportunity for more subscription policies

EfE: A

A -

Purchasing insurance that covers customers' goods in transit enhances the company's ability toattract more clients, which is referred
to asgreater acquisition potential. Clients feel more confident choosing a mover that offers protection for their belongings, especially
when transporting high-value items. This competitive advantage increases business opportunities and strengthens the company's
reputation.

Option B-"feeling of security™is a benefit but applies to theinsured party, not the business's competitive positioning, Option C is
mncorrect because purchasing insurance does not provide additional capital; it is a business cost. Option D (subscription policies) has
1no connection to transit insurance.

Therefore, the most direct business benefit for the moving company isA: Greater acquisition potential.

HR #45
Ifa dispute arises between the insurer and insured over a claim, which party is responsible for satisfying the courts that a
concealment of material facts has occurred?

A. Broker
B. Insured
C. Insurer
D. Third party

EfE: C

AR

In insurance law, the insurer bears the burden of proving that the insured failed to disclose a material fact.

Material facts are those that would influence an underwriter's decision to accept, rate, or decline the risk. If an insurer alleges
concealment or misrepresentation, the onus lies with the msurer to establish-through underwriting evidence, policy documentation,
and testimony-that the fact was material and that nondisclosure affected the mnsurer's judgment.

Option A is incorrect because the broker is merely an intermediary. Option C is not correct because the insured's role is to answer
questions truthfilly, but the legal burden of proof in court rests with the insurer when making the accusation. Option D, a third party,
has no role in proving concealment.

Therefore, the msurer must satisfy the court that a material concealment occurred, making B correct.

H #46
Stuart sells his vehicle and cancels his auto policy. The insurer refunds the full unearned portion of the premum. What type of
cancellation is this?

e A Totalrate



e B. Prorata
e C. Fully fixed
¢ D. Non-adjusted rate

IEf#: B
fR N .

Apro rata cancellationoccurs when an insurer cancels a policy or when the insured cancelswithout penalty, and the insurer refunds
thefullunexpired portion of the premium. The refind is calculated strictly based on time remaining in the policy period. No service
charges, cancellation penalties, or retained percentages apply.

This is different fromshort rate cancellation, where a penalty is applied when the insured cancels voluntarily.

"Total rate," "fully fixed," and "non-adjusted rate" are not recognized forms of cancellation methods.

Thus, refinding the entire unused premium confirms the cancellation ispro rata.

B #47
Which role is directly employed by the Canadian property and casualty nsurance industry?

e A Lawyer

e B. Mechanic

e C. Travel agent

e D. Health professional

EfE: A

A -

The Canadian property and casualty (P&C) insurance industry employs a range of specialized professionals who support the
underwriting, clains, regulatory, and legal functions necessary for insurance operations.

Lawyers are commonly employed directly by insurers to provide advice on policy interpretation, defend clains litigation, ensure
regulatory compliance, draft contracts, and handle disputes. They play a crucial role in the claims process, particularly for liability
claims and complex legal matters.

Mechanics, travel agents, and health professionals are not directly employed by the P&C insurance industry.

Mechanics may work with insurers as third-party repair facilities, but they are not typically employees. Travel agents relate to travel
services, not insurance employment. Health professionals may support life and health insurers or provide assessments for clains, but
they are not ordinarily employed in theproperty and casualtysector. Therefore, the correct answer is A: Lawyer.
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