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CPCU-500 & B [ 8 (Q42-Q47):

HRE #42

Daniel was asked to give a presentation to employees on the topic of cyber risk. While preparing for the presentation, he thought
about the most important thing that he wanted employees to take away from the presentation. Which one of the following steps in the
communication process has Daniel completed?

A. Analyze your audience

B. Identify potential problems

C. Ask for feedback

D. Set a clear comnmunication objective

IEf#: D

RN -

In CPCU 500, effective communication begins with clarity of purpose. A core step in the communication process is toset a clear
commumnication objective, meaning the communicator defines what success looks like and what the audience should think, feel, or do
as a result of the message. The question states that Daniel

"thought about the most important thing that he wanted employees to take away from the presentation." That phrasing directly
describes establishing the intended outcome of the communication-his primary takeaway message-before building the content and
delivery around it.

A clear objective guides key decisions such as which points to emphasize, what examples to use, how much detail is appropriate,
and what call to action is needed. For a cyber risk presentation, an objective might be to ensure employees can recognize phishing
attempts, follow password and muilti-factor authentication practices, or understand reporting procedures. Without a defined
objective, presentations often become information dumps rather than focused messages that change behavior.

The other options occur at different stages. Analyzing the audienceinvolves considering employees' existing knowledge, roles,
motivations, and concerns to tailor the message.Identifying potential problensis anticipating barriers (technology, resistance,
misunderstandings, sensitive topics). Asking for feedbacktypically happens during or after delivery to confirm understanding and
improve future communications. Since Daniel is defining the key takeaway, he has completed the step of setting a clear
commumication objective.

HM #43
Risks that arise from property, liability, or personnel loss exposures and are generally the subject of insurance are known as

e A. Hazard risk.

¢ B. Strategic risk.

¢ C. Operational risk.
¢ D. Financial risk.

EfE: A

A -

CPCU 500 distinguishes among several broad categories of risk, includinghazard risk, financial risk, operational risk, and strategic
risk. The question focuses specifically on risks arising fromproperty, liability, or personnel loss exposures, which are traditionally the
core subjects of insurance coverage. These exposures nvolve accidental losses such as fire damage to buildings, liability claims from
third-party ijuries, or enployee mnjuries and illnesses.

These types of exposures fall underhazard risk. Hazard risk refers to risks arising from property damage, legal liability, or personnel-
related losses that typically involve only the possibility of loss or no loss. They are accidental in nature and are the primary domain of
property-casualty insurance. Insurers are structured to pool and finance these risks because they can be analyzed in terms of
frequency and severity and are generally fortuitous.



The other options describe different risk categories in CPCU 500.Strategic riskinvolves high-level decisions that affect an
organization's long-term objectives and competitive position.Operational riskrelates to failures in internal processes, systems, or
people that disrupt business operations.Financial riskconcerns market factors such as interest rates, credit risk, or liquidity.
Because property, liability, and personnel loss exposures are the traditional insurable hazards addressed by insurance policies, they
are correctly classified ashazard risk.

HE #44

George is CFO of XYZ Medical and has just learned that the company is about to announce a major breach into its customer
database. Two days before the proposed announcement date, George sells a 10,000 share block of his stock in XYZ Medical.
After the hacking is anmounced, the share price falls by 27%. George's actions likely constitute

A. Insider trading,

B. Business judgment.
C. Outside trading,
D. Reasonable care.

EfE: A

A -

CPCU 500 emphasizes professional responsibility, ethics, and sound decision-making as part of building a strong foundation for
leadership in risk and insurance. A key principle is recognizing when a decision crosses from acceptable business conduct into
unethical or illegal behavior. In this situation, George is a corporate officer who learns of a significant data breach before it is publicly
disclosed. A major breach is typicallymaterial nonpublic informationbecause a reasonable investor would likely consider it important
when deciding whether to buy, sell, or hold the stock, and the later 27% price decline strongly reinforces its material impact.

Selling shares shortly before the public announcement indicates George acted while in possession of nonpublic information to avoid
losses that other investors could not foresee. That aligns with the core concept ofinsider trading: trading a company's securities based
on material information that is not available to the general public, which undermines market fairness and violates expected ethical
standards.

The other options do not fit. "Business judgment" refers to legitimate management decision-making, not trading personal securities
using confidential information. "Outside trading” is not a recognized concept here.

"Reasonable care" relates to acting prudently to avoid harm, but it does not justify using confidential information for personal financial
advantage. CPCU 500's ethical framework supports transparency, integrity, and avoiding conflicts of interest-standards George's
actions likely violate.

HR #45

Bobbie works for Triple Hills Associates and is gathering current information to consider the application of a new account. She asks
Reggie, a junior underwriter, to gather as much information as he can from public sources about the account to help in her analysis,
but to be careful of bias and credibility issues. Which one of the following situations might Reggie avoid reporting to Bobbie due to
the informational hazards she mentioned?

e A. A former employee posted negative comments about management on a public website.

¢ B. Reggie discovered a police report involving one of the account's truck drivers indicating he did not have a proper CDL
license.

¢ C. Reggie discovered offices from the account's website that are located in an area known for flooding.

e D. Anonline map search of the headquarters revealed they are located in a large corporate building with a number of other
companies.

IEf#E: A

AR :

CPCU 500 stresses that strong critical thinkers evaluate information quality before using it in decisions. When gathering public-
source information, "informational hazards" commonly includebias,lack of verification, missing context, andquestionable credibility.
The goal is not to ignore all negative nformation, but to recognize which nputs are most likely to be unreliable or misleading and
therefore require careful validation before they influence underwriting judgment.

OptionDis the best example of a source that presents clear credibility and bias concerns. A former employee's negative online
comments may reflect a personal grievance, selective experiences, or incomplete context. The identity of the poster may be
unknown, details may be exaggerated, and clainms may not be supported by verifiable facts. CPCU 500 encourages avoiding
unsubstantiated or emotionally charged inputs that can distort analysis, or at mnimum treating them as preliminary "leads" rather than
decision-grade evidence.



In contrast, optionsAandBare generally observable and verifiable (company locations and mapping information), and
optionCreferences an official record, which typically carries higher credibility and can be confirmed through appropriate channels.
Therefore, the item most likely to be avoided or heavily discounted due to bias and credibility issues is the unverified, potentially
biased commentary from a former employee.

I #46
‘Which one of the following quadrants of risk deals with uncertainties associated with the organization's procedures, systems, and
policies?

A. Operational risk
B. Hazard risk

C. Strategic risk
D. Financial risk

EfE: A

R -

CPCU 500 categorizes enterprise risks into four primary quadrants:hazard, financial, operational, and strategic. Understanding these
distinctions is fndamental to properly identifying, assessing, and managing risk across an organization.

Operational riskrefers to uncertainties that arise from an organization'sinternal processes, people, systems, and day-to-day
procedures. This includes failures in internal controls, technology breakdowns, inadequate policies, human error, fraud, or inefficient
workflows. Because the question specifically references uncertainties associated with procedures, systems, and policies, it directly
aligns with the definition of operational risk. These risks typically affect an organization's ability to execute its business plan effectively
and efficiently.

By contrast,hazard riskinvolves accidental losses such as property damage, liability clains, or injuries- generally insurable
exposures. Financial riskrelates to market fluctuations, credit risk, liquidity issues, or changes in interest rates and capital

structure. Strategic risksterms from high-level business decisions that affect long-term direction, such as mergers, acquisitions, or
entering new markets.

CPCU 500 emphasizes that operational risks are often controllable through strong governance, internal controls, employee training,
and effective system design. Proper identification and management of operational risk help ensure consistency, reliability, and
regulatory compliance within the organization. Therefore, the correct quadrant in this case isOperational risk.
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