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IIC Principles and Practice of Insurance Sample Questions (Q56-Q61):
NEW QUESTION # 56 
What is generally thethirdstep in responding to a privacy breach?

A. Contain the breach and assess ways to reduce harm
B. Evaluate the risks associated with the breach
C. Investigate how the breach happened and prevent recurrence
D. Determine who needs to be notified and send notices

Answer: B,C,D

Explanation:
The typical privacy-breach response sequence used in Canadian insurance organizations follows four steps:
Contain the breachand secure the data (stop further exposure).
Evaluate the risks- determine sensitivity of data, potential harm, affected individuals, and severity.
Notifythose who must be informed (affected clients, regulators, privacy commissioners, insurers, or law enforcement).
Prevent recurrence- investigate causes and implement corrective measures.
Since Step 1 is containment and Step 2 is risk evaluation, thethirdstep isnotification.
Therefore, the correct answer isC.

NEW QUESTION # 57 
What should the broker provide in the broker report?

A. Any personal knowledge of the client
B. The client's past premium and deductibles
C. Comparable accounts to assist the insurer in rating
D. Their suggested premium for the client

Answer: A

Explanation:
Abroker reportaccompanies an application submitted to an insurer. Its purpose is to give the underwriter helpful background
information to properly assess the risk. The broker is expected to providepersonal knowledge of the clientthat may not be evident
from the application itself, such as reputation, financial responsibility, prior behaviour, and risk-management practices. This
information can significantly influence underwriting decisions.
Option A is incorrect-the insurer, not the broker, determines premium.
Option C may be included if relevant, but it is not the essential purpose of a broker report.
Option D (comparable accounts) is not standard practice; insurers rely on their own rating manuals and actuarial data.
Thus, the most appropriate and expected content in a broker report ispersonal knowledge of the client, makingBthe correct answer.

NEW QUESTION # 58 
Original Insurance Company terminated its broker agreement with TOY Insurance Brokers. Which situation likely resulted in this
termination?

A. Original Insurance Company did not set service standards
B. TOY Insurance Brokers did not keep premiums in a trust account and used them to pay expenses
C. Original Insurance Company provided quotes on all broker applications
D. TOY Insurance Brokers did not remit commissions owed to the insurer

Answer: B

Explanation:
Brokers hold client premiums in trust accounts, separate from operating funds. This is a legal requirement under provincial insurance
legislation. Trust funds belong to insurers (or insureds) until properly remitted. If TOY Insurance Brokers used trust funds to pay
their own expenses, they violated both fiduciary duty and regulatory obligations. This constitutes serious professional misconduct and
is one of the most common and serious reasons for immediate termination of a broker contract-often accompanied by regulatory
investigation or license suspension.
Option A would not justify termination because service standards should be defined by the insurer, not the broker. Option B reflects



good insurer practice and is unrelated to termination. Option C is incorrect because brokers do not remit commissions to insurers-
insurers pay commissions to brokers.
Therefore, the only correct answer is D: failure to maintain premiums in a trust account.

NEW QUESTION # 59 
Usually, what must an insurance intermediary do before using the personal information of a client for a purpose other than that for
which the information was originally collected?

A. Obtain permission from the client to do so
B. Write to the client advising of the alternate usage
C. Obtain permission from the federal privacy officer to continue
D. Advise the insurer's ombudsperson of the intended usage

Answer: A

Explanation:
Under Canadian privacy legislation (such as PIPEDA), personal information may only be used for the specific purpose for which it
was originally collected unless the client provides informed consent for additional use.
Insurance intermediaries must therefore obtain explicit permission from the client before using or disclosing their information for any
new purpose, such as marketing, cross-selling, or sharing data with third-party providers.
Option B-simply notifying the client-is insufficient without consent. Option C is incorrect, as the ombudsperson deals with
complaints, not privacy approvals. Option D is incorrect because privacy officers do not grant permissions; the law requires consent
from the individual, not from government officials.
Since consent is central to privacy compliance in insurance operations, the intermediary must obtain permission from the client,
making A the correct answer.

NEW QUESTION # 60 
What type of company has the authority to bind coverage for a specific line of business as outlined by an insurer?

A. Reinsurer
B. Factory mutual
C. Syndicate mutual
D. Cover holder

Answer: D

Explanation:
A cover holder is a business entity authorized by an insurer-most often within the Lloyd's structure-to bind coverage, issue policies,
collect premiums, and sometimes handle claims for specific lines of business. This authority is granted through a binding authority
agreement, which outlines the scope of operations, underwriting limits, and compliance requirements. Cover holders extend the
market reach of insurers while maintaining oversight through strict reporting and audit mechanisms.
A reinsurer assumes risk from insurers but does not issue retail policies or bind coverage for individual clients. A factory mutual is a
specialized mutual insurer focusing on highly protected risks, not delegated binding authority. A syndicate mutual is not a recognized
category in Canadian P&C operations. Since only a cover holder has formal delegated binding authority from an insurer, the correct
answer is B.

NEW QUESTION # 61
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