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IIC Principles and Practice of Insurance Sample Questions (Q68-Q73):
NEW QUESTION # 68 
Robin is employed as a loss adjuster handling a large residential fire claim. Which is NOT one of their responsibilities?

A. Assess the claim with integrity
B. Provide legal advice even if the claimant has legal counsel
C. Explain relevant insurance coverage
D. Uphold the law with respect to its interpretation

Answer: B

Explanation:
Loss adjusters are required to conduct themselves 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 # 69 
What does the term "subject of insurance" refer to?

A. The perils associated with the risk
B. The type of wording applicable to the policy
C. The thing being insured
D. The company providing the coverage

Answer: C

Explanation:
Thesubject of insuranceis the property, person, or legal liability exposure that is being insured. This is the central object of the policy-
what the insurer agrees to indemnify or protect. For example, a house in a homeowner's policy, a vehicle in an automobile policy, or
a person's life in a life insurance contract.
Identifying the subject of insurance is essential because underwriting, policy wordings, rates, and coverage conditions all revolve
around what is being insured.
Option B refers toperils, which are the causes of loss, not the insured item. Option C refers to the insurer itself and is unrelated to the
definition. Option D refers to policy language but not the underlying exposure.
Thus, the correct meaning of the term isA: the thing being insured.

NEW QUESTION # 70 
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. $5,000
C. $10,000
D. $2,500

Answer: B

Explanation:
Thepure premiumrepresents theexpected loss costper exposure unit. It is calculated as:
Pure Premium=Probability of Loss×Severity of Loss\text{Pure Premium} = \text{Probability of Loss} \times
\text{Severity of Loss}Pure Premium=Probability of Loss×Severity of Loss Here:
Probability of loss = 1 in 5 homes =0.20
Severity (loss amount) =$50,000
0.20×50,000=10,0000.20 \times 50,000 = 10,0000.20×50,000=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 # 71 
A company suffers an $80,000 theft loss from its commercial property.
Insurer A covers the property for $300,000.
Insurer B covers the same property for $100,000.
Assuming both policies have identical terms, how is the $80,000 loss shared?

A. Insurer A pays $60,000; Insurer B pays $20,000
B. Insurer A pays $40,000; Insurer B pays $40,000
C. Insurer A pays $0; Insurer B pays $60,000
D. Insurer A pays $80,000; Insurer B pays $0

Answer: A

Explanation:
When two insurers cover the same property, theprinciple of contributionapplies. Each insurer pays a proportion of the loss based on
its share of the total insurance in force. Here:
Total insurance = $300,000 + $100,000 = $400,000
Insurer A's share = 300,000 / 400,000 =75%
Insurer B's share = 100,000 / 400,000 =25%
Loss = $80,000
Insurer A pays 75% × 80,000 =$60,000
Insurer B pays 25% × 80,000 =$20,000
Thus,Cis correct.

NEW QUESTION # 72 
Which action reduces a hazard?

A. Shutting off sprinkler systems during renovations
B. Using high beams at night on a busy highway
C. Removing protective packaging around items being moved
D. Installing anti-slip floor tile in the hallway

Answer: D

Explanation:
A hazard is a condition that increases the likelihood or severity of a loss. Installing anti-slip flooring reduces the chance of slips and
falls, thereby reducing a hazard. This is an example of loss prevention-altering physical conditions to make an environment safer.
Option B increases danger because high beams on a busy highway can blind other drivers. Option C significantly increases fire
hazard because sprinkler systems provide automatic fire suppression. Option D exposes items to damage during transit, increasing
rather than decreasing hazard.
Therefore, the only option that clearly reduces a hazard is A: installing anti-slip floor tile.

NEW QUESTION # 73
......
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