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Sample Questions (Q48-Q53):
NEW QUESTION # 48 
Helen and George purchased a vacation unit in a seaside condominium community. They should obtain coverage for it under an

A. HO-5 policy
B. HO-4 policy
C. HO-6 policy
D. HO-2 policy

Answer: C

Explanation:
In CPCU 500, selecting a personal lines property policy depends on thetype of residence interestthe insured has. A condominium
owner has a unique exposure because the condominium association typically insures the building's common elements (such as the
roof, exterior walls, hallways, and shared systems) under a master policy, while the individual unit owner is responsible for insuring
their own interests.
The correct policy for a condominium unit owner is theHO-6, commonly called theunit-ownersform. HO-6 is designed to cover the
unit owner'spersonal property, provideliability coverage, and insure the unit owner's portion of the building, often described as"walls-
in"coverage. Depending on the association's master policy and the condominium bylaws, the unit owner may need building coverage
for interior fixtures, improvements and betterments, flooring, built-in cabinetry, and other items that are not covered by the
association.
The other forms do not match a condo ownership interest. HO-2 and HO-5 are homeowners forms intended for owners of
standalone homes, not condominium units. HO-4 is a renters policy for tenants who do not own the dwelling. Because Helen and
George own a condominium unit, the HO-6 form is the appropriate insurance solution to protect their insurable interests and fill gaps
left by the association's master policy.

NEW QUESTION # 49 
John works for J & J Plumbing. One day while driving a company truck from one customer's house to another customer, he went
through a stop sign and struck another vehicle. John only suffered a minor injury, but the driver of the other vehicle was seriously
injured and the car was totaled. Which one of the following J
& J Plumbing commercial liability coverages would cover the other driver's medical expenses and the damage to the vehicle?

A. Commercial general liability insurance
B. Commercial auto liability insurance
C. Workers compensation insurance
D. Employers liability insurance

Answer: B

Explanation:
In CPCU 500, choosing the correct liability coverage depends on identifying thesource of liabilityand thetriggering exposure. Here,
the loss arises from the ownership, maintenance, or use of anauto-John was operating a company truck on public roads and caused
an accident that injured a third party and damaged the third party's vehicle. Those are classic third-party bodily injury and property
damage claims resulting from auto operations.
Commercial auto liability insuranceis specifically designed to respond to these exposures. It covers the insured business for sums it is
legally obligated to pay because ofbodily injuryandproperty damagecaused by an accident resulting from the use of a covered auto.
In this scenario, the other driver's medical expenses relate to bodily injury, and the totaled vehicle is property damage-both fit
squarely within commercial auto liability.
The other options do not apply.Commercial general liabilitytypically excludes bodily injury and property damage arising out of the
ownership or use of an auto, because that exposure is intended to be handled by the auto policy.Workers compensationcovers job-
related injuries to employees (John's minor injury), not injuries to third parties.Employers liabilityis the workers compensation "gap"
coverage for certain employee injury lawsuits, again focused on employee claims rather than third-party auto losses. Therefore, the
correct coverage for the other driver's injury and vehicle damage is commercial auto liability.

NEW QUESTION # 50 
The direct effects from labor union strikes fall under which one of the following general categories of risk sources?

A. Economic risk sources



B. Catastrophic risk sources
C. Natural risk sources
D. Human risk sources

Answer: D

Explanation:
Under CPCU 500, risk sources are categorized to help risk professionals understand where uncertainty originates and how it may
affect an organization. The major general categories includenatural, human, economic, and catastrophic risk sources. The key to
answering this question is identifying thedirect sourceof the risk rather than its secondary effects.
Labor union strikes are the result of deliberate human actions arising from workplace negotiations, disputes, or collective bargaining
decisions. The operational disruptions-such as halted production, supply chain interruption, reduced revenue, or contractual
penalties-stem directly from decisions and behaviors of people.
Therefore, strikes are classified ashuman risk sources.
Although strikes may produce financial consequences, they are not categorized primarily as economic risk sources. Economic risk
sources relate to broader market forces such as inflation, interest rate changes, recessions, or currency fluctuations. Similarly, strikes
are not natural risk sources, which involve perils like hurricanes, earthquakes, or floods. Nor are they typically catastrophic risk
sources, which refer to large-scale events causing widespread devastation across regions or industries.
CPCU 500 emphasizes analyzing risk by tracing it back to its origin. Since a labor strike originates from organized human decision-
making and behavior, its direct effects are properly classified underhuman risk sources.

NEW QUESTION # 51 
Which one of the following best summarizes the forces that drive competition in the insurance industry, as analyzed under the Five
Forces Model?

A. Customer buying power, customer loyalty, and changes in customer preferences
B. Financial institution involvement, insurance regulation, and economic downturns
C. Bargaining power of customers and reinsurers, threat of new entrants, and rivalry among existing firms
D. Threat of new entrants, economic downturns, and rivalry among the insurer's management team

Answer: C

Explanation:
CPCU 500 uses Porter's Five Forces Model to explain what shapes competitive intensity and profitability in an industry. The model
focuses on five structural forces:rivalry among existing competitors,threat of new entrants,threat of substitutes,bargaining power of
buyers, andbargaining power of suppliers. In insurance, buyers are typically policyholders (often working through agents/brokers),
while key suppliers can include capital providers and, importantly,reinsurers, because reinsurance capacity and pricing influence an
insurer's cost structure and risk-taking ability.
OptionBbest summarizes the model because it explicitly includes multiple core Five Forces elements:
bargaining power of customers(buyers),bargaining power of reinsurers(suppliers),threat of new entrants, andrivalry among existing
firms. Even though it does not list all five forces (it omits substitutes), it is the only choice that accurately reflects the Five Forces
framework and applies it appropriately to insurance by identifying a major supplier-side force.
OptionAcontains business factors, but not the Five Forces structure. OptionCincorrectly includes "rivalry among the insurer's
management team," which is not an industry force. OptionDlists environmental influences (regulation, economic downturns) that can
matter, but they are not the Five Forces and do not describe the model's competitive drivers. Therefore,Bis the correct answer.

NEW QUESTION # 52 
Paradox Contractors has been invited to bid on a major bridge project in Maryland. Senior management believes that the successful
completion of this project could place the organization in the position to meet its strategic goal of being a premier bridge contractor in
the Mid-Atlantic region. They also know that there will be a lot of competition for the project, and their bid will have to be
aggressive. Before bidding on the project, senior management met with project managers and suppliers to understand their
perspectives on the most pressing risks. Paradox Contractors is completing which one of the following essential activities of the risk
management process?

A. Monitor risks
B. Treat risks
C. Analyze risks
D. Identify risks



Answer: D

Explanation:
In CPCU 500, the risk management process is commonly framed around essential activities such asidentifying risks,analyzing risks,
andtreating risks(with ongoing monitoring and communication throughout). The facts emphasize that senior managementmet with
project managers and suppliers to understand their perspectives on the most pressing risksbefore bidding. This is characteristic of
therisk identificationactivity.
Risk identification focuses on finding and describing what could prevent the organization from achieving objectives. It is typically
performed by gathering input from stakeholders, reviewing prior loss and project data, using checklists, conducting interviews,
holding workshops, and mapping processes. Importantly, it looks broadly across operational, financial, legal, contractual, schedule,
safety, supply chain, and reputational risks-especially critical in construction bids where a single overlooked exposure can turn an
"aggressive" price into an unprofitable project.
Risk analysis comes after identification and involves evaluating likelihood and impact, prioritizing risks, and understanding
contributing causes and controls. Risk treatment comes later still and involves selecting responses such as avoiding,
reducing/controlling, transferring, or retaining risk (for example, contract terms, subcontracting strategy, insurance, contingencies, and
safety plans). Because Paradox is still gathering viewpoints to surface and define the key exposures, they are in theidentify risksstage,
setting the foundation for later analysis and treatment decisions.

NEW QUESTION # 53
......
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