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IIC Principles and Practice of Insurance 52 & C11 sA 5[5 /8 (Q43-Q48):

ER#43
Which role is directly employed by the Canadian property and casualty insurance industry?

A. Health professional
B. Mechanic

C. Lawyer

D. Travel agent

EfE: C

AR :

The Canadian property and casualty (P&C) mnsurance industry employs a range of specialized professionals who support the
underwriting, clains, regulatory, and legal functions necessary for insurance operations.

Lawyers are commonly employed directly by nsurers to provide advice on policy interpretation, defend clains litigation, ensure
regulatory compliance, draft contracts, and handle disputes. They play a crucial role in the claims process, particularly for liability
claims and complex legal matters.

Mechanics, travel agents, and health professionals are not directly employed by the P&C insurance industry.

Mechanics may work with insurers as third-party repair facilities, but they are not typically employees. Travel agents relate to travel
services, not insurance employment. Health professionals may support life and health insurers or provide assessments for clains, but
they are not ordinarily employed in theproperty and casualtysector. Therefore, the correct answer is A: Lawyer.

R #44
What does the acronymPIPEDAstand for?

A. Protect Insurance Products by Electronic Decoding Algorithms
B. Personal Information Protection and Electronic Documents Act
C. Private Information Protected from Email Decoding Attacks

D. Personal Insurance Products Electronically Delivered Act

IEf#: B

RN -

PIPEDA:s the federal Canadian privacy legislation governing how private-sector organizations-including insurance companies,
brokers, and adjusters-collect, use, and disclosepersonal informationduring commercial activities. Its full and correct name is:
Personal Information Protection and Electronic Docurments Act

PIPEDA sets out requirements for informed consent, accuracy, safeguarding of data, client access rights, and limitations on
secondary use of personal information. Insurance operations rely heavily on personal data, so compliance is mandatory.
Options A, B, and C are fictitious and have no connection to Canadian insurance regulation or privacy law.

Thus, the correct answer isD.

HMA #45

Mark was involved in an at-fault accident one year ago. As there was minimal vehicle damage and no apparent injuries, Mark settled
with the third party and did NOT report the accident to his insurer. Today, Mark has been served a statement of claim alleging long-
term injuries. Which action will Mark's insurer MOST LIKELY take, and why?

¢ A Pay the claim because Mark's current policy must respond to a liability claim
¢ B. Pay the claim because accident benefit coverages have no expiration date

e C. Deny the claim because a limitation period is in effect

¢ D. Deny the claim because Mark had forfeited the right of recovery

R
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Insurance policies require the insured to report all accidents promptly, even when they appear minor. By settling privately and failing
to notify the nsurer, Mark violated a fundamental policy condition. This breach is significant because it prejudices the insurer's rights:
the insurer lost the opportunity to investigate, defend, or control settlement negotiations. Under the statutory conditions (especially
for automobile nsurance), failure to report may result in the forfeiture of the insured's right to recovery.

Option A is incorrect because limitation periods vary and do not automatically cause a denial, moreover, the issue is the insured's
breach, not limitation law. Option C is incorrect because this is a liability claim, not accident benefits. Option D is incorrect because
the current policy does not automatically cover past unreported accidents, and coverage can be denied if the insured breached
statutory reporting conditions.

Thus, the msurer will most likely deny coverage because Mark forfeited his rights by failing to report the loss, making B correct.

B #46

How would a moving and storage company benefit from purchasing insurance to cover custormers' goods while in transit?

A. More capital for business ventures

B. Provides a feeling of security

C. Greater acquisition potential

D. Opportunity for more subscription policies

EfE: C

R -

Purchasing insurance that covers customers' goods in transit enhances the company's ability toattract more clients, which is referred
to asgreater acquisition potential. Clients feel more confident choosing a mover that offers protection for their belongings, especially
when transporting high-value iterns. This competitive advantage increases business opportunities and strengthens the company's
reputation.

Option B-"feeling of security™is a benefit but applies to theinsured party, not the business's competitive positioning, Option C is
ncorrect because purchasing insurance does not provide additional capital; it is a business cost. Option D (subscription policies) has
1no connection to transit insurance.

Therefore, the most direct business benefit for the moving company isA: Greater acquisition potential.

R #47
How do insurers try to balance premiums against the losses they might have?

A. Through insuring a small number of superior risks

B. By having a good spread of risk

C. By writing as much business in one location as possible
D. Through specializing in one or two kinds of risk

EfE: B
W

Insurers must ensure they collect enough premium to cover potential losses while remaining competitive. One of the most important
methods is mantaining a good spread of risk-diversifying exposures across different geographical areas, classes of business, and
types of insureds. This spreads the impact of losses, reducing the chance that a single catastrophic event or concentration of similar
risks will threaten the insurer’s financial stability.

Option B, specialization, increases dependence on a narrow market segment and may elevate risk volatility.

Option C is unrealistic because msurers cannot rely solely on "superior risks," nor can they guarantee such a selection. Option D-
concentrating business in one location-is dangerous because natural disasters, economic downturns, or localized events could cause
severe aggregated losses.

Thus, insurers most effectively manage loss volatility through A: a good spread ofrisk.
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