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NEW QUESTION # 25 
Courtland Incorporated owns a $1 million office building which it insures under a Building and Personal Property Coverage Form
with an 80 percent coinsurance provision. In an effort to reduce the premium, and assuming that it would never have a total loss,
Courtland Incorporated decided to insure the building for
$600,000. Ignoring any deductible that may apply, how much would the BPP insurer pay if the building suffered a covered loss of
$100,000?

A. $100,000
B. $80,000
C. $75,000
D. $60,000

Answer: C

Explanation:
CPCU 500 explains thatcoinsuranceis a policy condition designed to encourage insureds to carry insurance close to the property's
value. If the insured carries less than the required amount, the insurer applies acoinsurance penaltyon partial losses. The required
amount of insurance is calculated as:
Property value × coinsurance percentage.
Here, the building's value is$1,000,000and the coinsurance requirement is80%, so Courtland must carry at least:
$1,000,000 × 0.80 =$800,000.
Courtland only carried$600,000, which is below the required $800,000. Under the standard coinsurance formula, the insurer's
payment (before deductible) is:
(Amount carried ÷ Amount required) × Loss amount.
So the payment is:
($600,000 ÷ $800,000) × $100,000
= 0.75 × $100,000
=$75,000.
This result illustrates the CPCU 500 concept that underinsuring to save premium can create a significant out- of-pocket cost even on
a moderate loss. Courtland would absorb the remaining$25,000(plus any deductible, if applicable) because it did not meet the
coinsurance requirement.

NEW QUESTION # 26 
Daniel was asked to give a presentation to employees on the topic of cyber risk. While preparing for the presentation, he thought
about the most important thing that he wanted employees to take away from the presentation. Which one of the following steps in the
communication process has Daniel completed?

A. Ask for feedback
B. Identify potential problems
C. Analyze your audience
D. Set a clear communication objective

Answer: D

Explanation:
In CPCU 500, effective communication begins with clarity of purpose. A core step in the communication process is toset a clear
communication objective, meaning the communicator defines what success looks like and what the audience should think, feel, or do
as a result of the message. The question states that Daniel
"thought about the most important thing that he wanted employees to take away from the presentation." That phrasing directly
describes establishing the intended outcome of the communication-his primary takeaway message-before building the content and
delivery around it.
A clear objective guides key decisions such as which points to emphasize, what examples to use, how much detail is appropriate,
and what call to action is needed. For a cyber risk presentation, an objective might be to ensure employees can recognize phishing
attempts, follow password and multi-factor authentication practices, or understand reporting procedures. Without a defined
objective, presentations often become information dumps rather than focused messages that change behavior.
The other options occur at different stages.Analyzing the audienceinvolves considering employees' existing knowledge, roles,
motivations, and concerns to tailor the message.Identifying potential problemsis anticipating barriers (technology, resistance,
misunderstandings, sensitive topics).Asking for feedbacktypically happens during or after delivery to confirm understanding and
improve future communications. Since Daniel is defining the key takeaway, he has completed the step of setting a clear
communication objective.



NEW QUESTION # 27 
The Growers Insurance Company has begun a SWOT analysis because it has failed to meet its loss ratio goals for three consecutive
years. Growers has various strategies in place that have proven successful in the past.
Which of the following would be considered a strength that Growers might be able to capitalize on to address its problem?

A. Various markets have been identified for growth.
B. Growers' surplus is adequate for the present.
C. Competition is continuing to drive insurance rates down.
D. Growers' underwriting staff is very experienced.

Answer: D

Explanation:
In CPCU 500, SWOT is used as a strategic decision-making tool to clarify what an organization can control versus what it must
respond to. The key rule is that Strengths and Weaknesses are internal (resources, capabilities, culture, processes), while
Opportunities and Threats are external (market conditions, competitors, regulation, economic forces). Because Growers is trying to
correct an unfavorable loss ratio, the best
"strength" should be an internal capability that can directly improve underwriting performance.
Option B fits this definition. An experienced underwriting staff is an internal, controllable capability that can be leveraged to improve
results through better risk selection, stronger pricing judgment, tighter terms and conditions, improved portfolio management, and
more effective corrective action (for example, identifying segments driving loss experience and applying targeted underwriting
changes). These actions are directly connected to managing frequency/severity and restoring underwriting profitability.
By contrast, option A is an external market force driven by competitors and is typically a threat because it pressures pricing
downward. Option D describes a potential external opportunity (growth markets) rather than an internal strength. Option C is
internal, but "adequate surplus" is more of a financial condition than a distinctive capability-and it does not directly address the
underwriting drivers causing loss ratio deterioration as strongly as underwriting expertise does.

NEW QUESTION # 28 
James must sell his house quickly to take advantage of a career opportunity and purchase a new house in another state. Which one
of the following types of financial risk is James exposed to in this situation?

A. Credit risk
B. Liquidity risk
C. Exchange rate risk
D. Interest rate risk

Answer: B

Explanation:
In CPCU 500,financial risksinclude exposures that affect an individual's or organization's ability to obtain cash, meet obligations, or
preserve asset value. The scenario describes a timing problem: James must convert a relatively illiquid asset (his house) into cash
quickly so he can complete another transaction (buy a new home) and pursue a job opportunity. That exposure is best classified
asliquidity risk.
Liquidity riskis the risk that an asset cannot be sold fast enough-at a reasonable price-to meet immediate cash needs. Real estate is a
common example of an illiquid asset because it often takes time to market, negotiate, and close a sale. When James is under
pressure to sell quickly, he may face the possibility of having to accept a lower price, offer concessions, or incur additional costs
(such as bridge financing, temporary housing, or carrying two mortgages) to complete the move on time. The uncertainty is not
whether a buyer will eventually exist, but whether the house can be sold promptly without significant financial disadvantage.
The other options do not fit as well.Credit riskinvolves the chance that a borrower will fail to repay a debt- this is not the core issue
described.Exchange rate riskapplies when transactions involve foreign currencies.
Interest rate riskconcerns changes in borrowing costs or investment values due to rate movements; while James could face interest
rate considerations when financing a new mortgage, the question's main driver is the need for quick conversion of the existing home
into cash, which is liquidity risk.

NEW QUESTION # 29 
Gulford's is a large retail store chain with locations throughout the U.S. The operations are divided into three different profit centers.
Each center has a separate executive-level position and management team. The profit centers are based on type of product and



include apparel, electronics, and grocery. Which one of the following types of organizational structure has Gulford selected?

A. Flat structure
B. Multidivisional structure
C. Cost leadership structure
D. Functional structure

Answer: B

Explanation:
CPCU 500 links organizational design to strategy execution. When a company grows, diversifies, or serves distinct markets, leaders
often shift from a single centralized structure to one that creates accountability by business line. Amultidivisional structure (M-
form)organizes the company into separate divisions-often by product line, geography, or customer segment-where each division
operates as aprofit centerwith its own leadership and management team. Corporate leadership typically sets enterprise strategy,
allocates capital, and establishes governance, while division leaders are responsible for performance within their lines of business.
Gulford's arrangement matches this definition precisely. The company is divided into threeproduct-based profit centers(apparel,
electronics, grocery). Each has aseparate executive-level roleand dedicated management team, which signals decentralized
operational control and division-level accountability for revenue, expenses, and profitability. This is the hallmark of a multidivisional
structure.
The other options do not fit. Afunctional structureorganizes by functions such as marketing, finance, operations, and HR, typically
with centralized leadership rather than separate profit-center divisions by product. Aflat structureminimizes layers of management and
is inconsistent with multiple executive-level division heads. "Cost leadership structure" is not an organizational structure type; it is a
competitive strategy approach. Therefore, CPCU 500 reasoning supportsmultidivisional structureas the correct choice.
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