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IIC Principles and Practice of Insurance Sample Questions (Q25-Q30):

NEW QUESTION # 25
Why does the Office of the Superintendent of Financial Institutions (OSFT) control the types of investments insurers are allowed to
make?

A. To minimize industry indemnifications

B. To maximize industry profits

C. To maximize insurers' returns on investiments
D. To minimize insurers' investment loss exposures

Answer: D

Explanation:

OSFI regulates federally incorporated insurers to ensure they remain solvent and financially stable so they can pay clains. One of the
key regulatory tools is restricting or monitoring insurers' investment portfolios. By controlling the types of investments insurers may
purchase, OSFI ains to reduce exposure to excessive investment risks, ensuring that insurers do not jeopardize policyholder funds
through speculative or volatile investments.

Option A is incorrect-OSFI's mandate is consumer protection, not profit maximization.

Option B is incorrect because indemnification amounts depend on claims, not investment rules.

Option C is incorrect-while returns are important, OSFI's priority is safety, not maximizing yield.

Thus, the correct purpose is D: minimizing insurers’ investment loss exposures to protect policyholders and maintain financial stability.

NEW QUESTION # 26
Robin is employed as a loss adjuster handling a large residential fire claim. Which is NOT one of their responsibilities?

A. Provide legal advice even if the claimant has legal counsel
B. Uphold the law with respect to its interpretation

C. Explain relevant insurance coverage

D. Assess the claim with integrity

Answer: A

Explanation:

Loss adjusters are required to conduct thenselves with professionalism, fairness, and integrity. Their responsibilities include
explaining how coverage applies, gathering facts, assessing damage, and ensuring the claim is handled according to policy terms and
applicable law. This includes respecting legal requirements and proper interpretation of insurance statutes and conditions.

However, adjusters must not provide legal advice. Legal advice is the domain of licensed lawyers. Adjusters may explain policy
terms, clarify obligations, or interpret claims procedures, but they cannot advise a claimant on legal strategy, liability, lawsuit
responses, or legal rights beyond policy interpretation. Doing so breaches professional boundaries and regulatory expectations.
Therefore, the only option that isnota responsibility is D: Provide legal advice, making it the correct answer.

NEW QUESTION # 27
If one in every five houses suffers a $50,000 loss each year, and all houses have the same value, what would the pure premium be
for each homeowner?

A. $100,000
B. $10,000
C. $2,500
D. $5,000

Answer: D

Explanation:

Thepure premiumrepresents theexpected loss costper exposure unit. It is calculated as:

Pure Premun=Probability of LossxSeverity of Loss\text{Pure Premium} = \text{Probability of Loss} \times
\text{Severity of Loss} Pure Premun=Probability of LossxSeverity of Loss Here:

Probability of loss = 1 in 5 homes =0.20

Severity (loss amount) =$50,000



0.20x50,000=10,0000.20 \times 50,000 = 10,0000.20x50,000=10,000

But here is the key detail: one loss of $50,000 spread overfive homesmeans:

50,0005=10,000\frac {50,000} {5} = 10,000550,000=10,000

But the answer choices do not include $10,000 except option C, yet the correct pure premium per homeownerwith equal
distribution per yearequals:

$10,000 per home per year

Thus the correct answer isC: $10,000.

NEW QUESTION # 28
With respect to an insurance contract, what is the best example ofconsideration?

A. Yasmin offers to sell her dog for $500 but Paula refuses

B. Martin is returning a shirt he purchased online for $35 because he found it cheaper elsewhere
C. Jemnifer agrees to sell a $20,000 painting for $10,000 to her friend Shania

D. Calvin wants to start a tutoring business and may charge $40 per hour

Answer: C

Explanation:

In contract law,considerationrefers to the exchange of something of value between parties. It is a necessary element for forming a
legally binding insurance contract. In insurance, the insurer promises to indemnify the insured in exchange for thepremium-this
exchange constitutes consideration.

OptionAis the only scenario demonstrating a clearbargained-for exchange. Jennifer gives up a painting of value, and Shania provides
monetary payment. Even though the price is reduced, consideration still exists because each party is giving something of legal value.
Option B shows no exchange-only contemplation of future pricing.

Option C shows no contract formed, because the offer was not accepted.

Option D is a return/refund scenario, not an exchange forming a new contract.

Thus,Ais the best example of consideration.

NEW QUESTION # 29
What is a post-loss objective of risk management for an organization?

A. Peace of mind

B. External development
C. Internal obligations
D. Stable earnings

Answer: D

Explanation:

Post-loss objectives focus on how an organization continues functioningafter a loss has occurred. One of the most important
objectives ismaintaining stable earnings. Even after a major loss event-such as fire, equipment breakdown, or business interruption-
the organization aims to minimize financial volatility and continue operating with predictable revenue. Insurance and effective recovery
planning help achieve this stability.

Option A (peace of mind) is apre-losspsychological benefit. Option C (internal obligations) is vague and not defined as a post-loss
risk management goal. Option D (external development) relates to business growth, which is unrelated to loss response.

Therefore, the recognized post-loss objective isB: Stable earnings.

NEW QUESTION # 30
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