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Z| &l Chartered Insurance Professional (CIP) C11 2 MEZE Xl (Q63-Q68):

HEE #63
What is the correct placement of statutory conditions to their respective insurance policy?

A. A: accident & sickness, B: automobile, C: fire
B. A: fire, B: accident & sickness, C: automobile
C. A: accident & sickness, B: fire, C: automobile
D. A: automobile, B: accident & sickness, C: fire

He:. B

MY

In Canadian insurance law,statutory conditionsapply differently depending on the class of insurance:
Fire msurance policiescontainStatutory Conditionsunder provincial Insurance Acts.

Accident & sickness policiescontainStatutory Conditionsspecific to health and travel insurance.
Automobile insuranceincludesStatutory ConditionsorGeneral Conditions(depending on the province).
The table shown in your image lists headings:

A: Rights of examination,B: Action,C: Prohibited use by insured.

These correspond directly to statutory condition categories found infire insuranceandaccident & sickness insurance, not automobile.
The correct ordering is:

A =Fire,B = Accident & Sickness,C = Automobile.

This matches optionB.

HEE #64
Ifa dispute arises between the insurer and insured over a claim, which party is responsible for satisfying the courts that a
concealment of material facts has occurred?

A. Broker
B. Third party
C. Insured
D. Insurer

HE: D

Y.

In insurance law, the insurer bears the burden of proving that the insured failed to disclose a material fact.

Material facts are those that would influence an underwriter's decision to accept, rate, or decline the risk. If an insurer alleges
concealment or misrepresentation, the onus lies with the insurer to establish-through underwriting evidence, policy documentation,
and testimony-that the fact was material and that nondisclosure affected the insurer's judgment.

Option A is incorrect because the broker is merely an intermediary. Option C is not correct because the insured's role is to answer
questions truthfully, but the legal burden of proofin court rests with the insurer when making the accusation. Option D, a third party,
has no role in proving concealment.

Therefore, the nsurer must satisfy the court that a material concealment occurred, making B correct.

HEE #65
What is the definition of subrogation?

A. A promise by one party to release another from responsibility in exchange for money

B. The process allowing an insurer that paid a claim to recover the amount from the legally responsible party
C. The full payout an insurer makes before receiving the deductible

D. The right of the insurer to take action against the insured in cases of fraud

e B

HE:
Subrogationallows an insurer that has indennified an insured to pursue recovery from the partylegally responsiblefor the loss. It



prevents the insured from collecting twice and shifts the financial burden back to the negligent third party. Subrogation is a
fundamental principle tied to indemnity.

Option A describes insurer action in fraud cases-not subrogation.

Option B is incorrect; deductibles are always retained by the insured, not reimbursed later.

Option C describes a release or waiver, not subrogation.

Thus, the correct definition isD.

[Insurance as a Contract - Utmost Good Faith / Material Facts]

EHE #66
Tame Insurance Company recently decided to terminate its broker agreement with XYZ Insurance Brokers.
‘Which situation would likely have resulted in this termination?

A. XYZ Insurance Brokers did not keep handled premiums in a trust account and instead used them to pay expenses
B. XYZ Insurance Brokers did not remit commissions owed to the insurer immediately after issuing a policy

C. Tame Insurance Company set a standard deductible for certain classes of business

D. Tame Insurance Company provided quotes on all applications received from the broker

HE: A

dE:

Brokers are legally and ethically required to keep premiuns in a trust account, separate from operating funds.

These trust monies belong to insurers (or insureds, depending on the context) until remitted. Misusing trust funds-such as using them
to pay operating expenses-is considered a serious breach of fiduciary duty and a violation of insurance regulatory requirements. Such
conduct jeopardizes financial integrity and can lead to immediate termination of the broker contract, regulatory sanctions, or license
revocation. Therefore, option D reflects a valid and serious reason for termmating the agreement.

Option A concerns underwriting rules, not broker misconduct. Option B actually reflects good insurer service, not grounds for
termination. Option C is incorrect because brokers do not owe commissionstoinsurers- insurers pay commissionstobrokers. The
broker's responsibility is to remit collected premiums, not commissions.

Thus, the only option representing a breach serious enough to terminate an agency contract is D.

HE #67
Which insurance term is defined as providing compensation for losses or expenses that have been incurred?

A. Salvage
B. Utmost good faith
C. Pure captive

D. Indennify
He. BD

ME:

Comprehensive Explanation (150-250 words):

The termindenmifyis findamental in nsurance. To ndemnify means tocompensate an insured party for actual losses or expenses
incurred, restoring them as closely as possible to the financial position they occupied immediately before the loss. This principle
ensures that insurance does not create profit or gain for the insured but instead acts as a financial safety mechanismto cover
legitimate losses.

Indenmity is applied across many types of policies-property, automobile, liability, and more-and forms the basis of how clains are
settled. When an insurer indemnifies an insured, the nsurer may pay for repairs, replacement, medical expenses, or financial
judgments depending on the policy coverage.

Option A,Salvage, is the insurer's right to recover value from damaged property after paying a claim

Option C,Pure captive, refers to an insurance company created by a parent company to insure its own risks.

Option D,Utmost good faith, is the legal duty requiring both insurer and insured to disclose all material facts.
Only"'indemmnify"directly describes providing compensation for an incurred loss.

EE #68
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