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IIC Principles and Practice of Insurance 52 C11 ;A Bk E (Q102-Q107):

B #102
‘Which action reduces a hazard?

A. Using high beans at night on a busy highway

B. Removing protective packaging around itens being moved
C. Shutting off sprinkler systems during renovations

D. Installing anti-slip floor tile in the hallway

Ef#: D

A -

A hazard is a condition that increases the likelihood or severity of a loss. Installing anti-slip flooring reduces the chance of slips and
falls, thereby reducing a hazard. This is an example of loss prevention-altering physical conditions to make an environment safer.
Option B increases danger because high beams on a busy highway can blind other drivers. Option C significantly increases fire
hazard because sprinkler systems provide automatic fire suppression. Option D exposes items to damage during transit, increasing

rather than decreasing hazard.
Therefore, the only option that clearly reduces a hazard is A: installing anti-slip floor tile.
Nama w siban
Simone Ownar.of [lability risk
Caanls Broker
Alan Administrative Manager of insurer
Cathy Chief Executive Officar of insurer
M #103

What is a cover note?

¢ A File notes confirming insurance discussions between the intermediary and the insured

¢ B. Document issued by intermediaries to inform the insured that coverage has been arranged
¢ C. Purchase agreement between the agent or broker and the insurer

¢ D. Anamendment added to a written document that alters its provisions

IEf#: B

A -

A cover note is a temporary docurment issued by a broker or agent to confirm that insurance coverage has been arranged and is in
force, pending the issuance of the formal policy. It is typically used when immediate proof of insurance is required before the insurer
can produce the finalized policy wording. Cover notes outline essential information such as the insured's name, type of coverage,
limits, and effective dates.

Option A is incorrect because a cover note is not a contract between insurer and broker. Option B describes an endorsement, not a
cover note. Option C refers to internal file documentation but does not serve as official proof of insurance.

Thus, the correct definition is option D: a document issued to the insured confirming that temporary coverage is effective until the
formal policy is issued.

M #104

John convinces Louise to sign a contract for roomand board at his house in Montreal in exchange for $1,000.

When Louise prepares to move in, John inforns her that she will be staying in a roomat a run-down hotel he owns. Which cause of
nullity is Lovise MOST LIKELY to employ to cause the contract to be of no effect?

A. Violence
B. Error

C. Lesion
D. Fraud



IEf#: D

R :

Under contract law principles referenced inPrinciples and Practice of Insurance, a contract is only valid when both parties givefree,
informed, and genuine consent. Fraud occurs when one party intentionally misleads another through deception, false representation,
or concealment to induce consent. In this scenario, John intentionally misrepresented the nature of the accommodation-promising his
private residence while intending to place Louise in a different, inferior property.

Because Louise agreed based on amaterial misrepresentation, the contract is voidable due tofraud, meaning she can invoke nullity
and have the contract deemed without effect. Fraud differs from error in that the misinformation wasdeliberatelycreated by John. It is
not lesion (which relates to unfair disadvantage in value) nor violence (which involves physical or psychological coercion). Therefore,
the correct answer isB. Fraud.

M #105
Which clause paysreplacement costeven if the lossexceeds the amount of insuranceon the dwelling?

A. Pure restitution replacement clause
B. Total replacement cost clause

C. Outright replacement clause

D. Guaranteed replacement cost clause

Ef#: A C. D
R

AQGuaranteed Replacement Cost (GRC)clause is a special provision in homeowners' insurance that ensures the isurer will pay thefull
cost to rebuild or repairthe dwellingeven if the loss exceeds the stated policy limit, provided all policy conditions are met (such as
nsuring to value and notifying the insurer of changes to the building).

This clause protects homeowners from unexpected increases in construction costs due to inflation, labour shortages, or material price
spikes. The insurer guarantees complete reconstruction of the home, not merely up to policy limits.

Option A is not a recognized policy clause.

Option B (total replacement cost clause) is not the standard industry term

Option C (pure restitution clause) does not exist in homeowners insurance terminology.

The only accurate clause that obligates the insurer to pay above policy limits is theGuaranteed Replacement Cost clause.

R #106
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. Insured
B. Insurer
C. Third party
D. Broker

IEf#: B

AR

In nsurance 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 mnsurer'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 truthfilly, but the legal burden of proof in court rests with the insurer when making the accusation. Option D, a third party,
has no role in proving concealment.

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

B #107
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