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HEE #90
A large commercial brokerage is approached by a new client who owns a spacecraft and wants liability insurance. What solution
should the brokerage recommend?

A. Health and life insurer

B. Government insurance company
C. Lloyd's Insurance Market

D. Specialized captive insurer

HE: C

Y.

Spacecratt liability is anextremely specialized, high-severity, low-frequency riskrequiring underwriting expertise not found in standard
insurers. TheLloyd's marketis internationally known for insuring unique, complex, and unusual risks-from satellites and spacecratft to
aviation and marine exposures. Lloyd's operates as a marketplace of syndicates, allowing multiple underwriters to participate in a
single risk, making it ideal for large and unusual exposures.

A healtvlife insurer (B) is irrelevant; they do not underwrite commercial liability exposures.

A captive insurer (C) could theoretically insure such a risk but requires the client tocreate and findtheir own insurance company-
impractical unless they are very large and sophisticated.

Government insurers (D) generally insure auto, workers' comp, or agricultural risks-not spacecraft.

Thus the best recommendation isA: Lloyd's Insurance Market.

HE #91
A retailer reports $250,000 revenues and $100,000 expenses, and projects $50,000 in sustained growth next year. What is its net
income for the past year?

A. $300,000
B. $150,000
C. $250,000
D. $200,000

2
m

SH: B

MH.

Net incone is calculated by subtractingexpensesfromrevenues:

Net Income=Revenues#Expenses\text {Net Income} = \text{Revenues} - \text{Expenses} Net Income=Revenues#Expenses For
this retailer:

$250,000#$100,000=$150,000\$250¢,} 000 - \$1004,} 000 =\$1504,}000$250,000#$100,000=$150,000 The projection of
$50,000 sustained growth next year is irrelevant because the question asks specifically forlast year'snet income. Many insurance-
based financial questions test the ability to isolate actual financial performance from future projections.

Options B, C, and D incorrectly combine revenue, expense, or growth figures.

Thus, the correct net income isA: $150,000.

EE2 #92
George emails his cousin offering to buy her textbooks for $500. He states that unless she replies "no," they have a deal. Which
essential element of a binding contract is missing?

A. Capacity to contract
B. Consideration

C. Legality of object

D. Offer and acceptance

He:. D

Y.

For a legally binding contract, there must beoffer and acceptance-a clear proposal and a clear, communicated acceptance. In this
case, George attempts to treatsilenceas acceptance. According to contract law,silence cannot constitute acceptance, unless there is a
prior agreement between the parties stating otherwise. Because his cousin has not actively communicated acceptance, the contract
remains incomplete.



Option A is incorrect-consideration exists (money in exchange for books).
Option B is irrelevant-buying textbooks is legal.

Option C does not apply-George is 18 and has legal capacity in Alberta.
The missing element isacceptance, so the correct answer isD.

EE #93
Kamal's home has an actual cash value (ACV) of $380,000 and is insured for $400,000. The house suffers
$180,000 damage. Which amount indemnifies Kamal?

A. $180,000
B. $200,000
C. $380,000
D. $400,000

]

o
M

: A

MY

Indemnity means restoring the insured to the financial position they occupied immediately before the loss- no better, no worse. Since
the loss amount is$180,000, this is the amount required to fully indemnify the insured.

Although the policy limit is$400,000, the insurer does not pay policy limits unless the loss equals or exceeds the limit. The ACV of
$380,000 is irrelevant here because the loss ispartial, not total. ACV only caps reimbursement in cases of total loss or when
replacement cost is not available.

Option B ($200,000) has no basis in any indemnity or co-insurance fornuila.

Options C and D refer to total loss payouts, not applicable here.

Thus, the amount that indemnifies Kamal isA: $180,000.

HAE #9%4
What should an insurer do if it wishes to have additional terms incorporated i an interim cover?

A. Avoid releasing an interim cover prior to policy inception
B. Verbally declare its intent to the intermediary

C. Rely on Statutory Conditions / General Conditions

D. Set the terms down in writing

3

dE:

Interim covers-also called binders or cover notes-are legal proof of temporary coverage. Because they finction as contracts, any
additional terms the insurer wishes to impose must be clearly written and communicated to the insured at the time coverage is bound.
Courts consistently require that policy terms be in writing to be enforceable, especially when modifying or restricting standard
coverage.

Option B is incorrect because verbal instructions can lead to disputes and are not enforceable under contract law or statutory
requirements. Option C is incorrect because statutory conditions apply automatically but do not add insurer-specific terms. Option D
is unrelated-interim covers exist precisely to provide immediate insurance before the policy is issued.

Therefore, if the insurer wants additional conditions or limitations to apply, they must be set down in writing as part of the interim
contract, making A the correct answer.
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