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RIBO Level 1 - Review Questions with
complete solution

Mon-tisclosure - correct answer « Withholding facts necessary to underwrite
arnsk

Independent Adjuster - correct answer « Someone who adjusts losses on
behalf of the insurance companies, but is not employed by them

Reinsurance - correct answer « A form of insurance whereby one insurance
company (the reinsurer) in consideration of a premium paid to it, agrees to
indemnify another insurance company (the ceding company) for part or all of
its latalties from insurance policies it has issued.

Stock Companies - correct answer « owned by shareholders, they are for
profit and it comes from underwriding and investment income. The capital
comes from shareholders and cannot be assessed

Assessment or Premium Mote - correct answer « Owned by
membersipolicyholders, not for profit. The capital comes from premium notes
({insurance premiumns) and assessments. They do not pay dividends and they
can be assessed,

Factory Mutual - correct answer « Owned by policyholders who are members
and they are not for profit. Capital comes from members and policyholders.
Does not pay dvidends and they can be assessed. Benelit to policyholders is
expertise on reducing fire hazards and loss prevention.

Stock Mutual - correct answer «+Owned by shareholders, not for profit, its a
mutual that provides insurance 10 shareholders, Capital comes from
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B #62
A client is upset because their premium increased significantly even though they have had no claims. How should the Broker handle
this situation to maintain the relationship?

A. Tell the client that they have no control over rates and that the client should speak to the insurance company directly.

B. Advise the client to cancel their policy immediately to protest the increase.

C. Offer a discount from the Broker's own commission to appease the client.

D. Explain the market factors (e.g., "Hard Market," inflation in repair costs) and offer to conduct a "market search" to see ifa
more competitive rate is available.

IEf#: D

AR :

This question tests the Relationship Management and Consulting and Advising competencies. A broker's value lies in their role as an
mtermediary and a market expert who provides context and solutions during difficult "Hard Market" cycles.

Under the RIBO Code of Conduct, a broker must be "candid and honest." Option B is the professional standard because it
combines Education with Action. The broker should explain that premiums are driven by macro-economic factors (like the rising
cost of parts/labor and the frequency of catastrophic weather events) rather than just the individual's claim history. This helps the
client understand that the increase is not a

"penalty" but a reflection of the rising cost of risk.

Furthermore, the broker fulfills their duty by offering a "Market Search" (Remarket). This demonstrates that the broker is working
for the client, not the nsurer. Choosing Option D (commission rebating) is strictly prohibited as professional misconduct under
Regulation 991, Section 15. Option A is a failure of Professionalism, as the broker is abdicating their responsibility to provide
service.

The RIBO Level 1 Blueprint emphasizes that high-quality Consulting and Advising can turn a negative interaction into an opportunity
to demonstrate the broker's expertise. By managing the client's expectations through clear Information Management and a proactive
search for better rates, the broker strengthens the Broker-Client Relationship and ensures long-term client retention.

P #63
‘When determining the actual cash value of a building, which factors is NOT taken into consideration?

A. The ownership of the building,

B. The resale value of the building.

C. The normal life expectancy of the building,

D. The condition of the building immediately before the damage occurred.

Ef#: A

it

The determination of Actual Cash Value (ACV) is a fundamental concept in the Risk Identification and Assessment competency.
ACV is typically defined as the cost to replace the property with like kind and quality, minus depreciation. Depreciation is calculated
based on several objective factors that reflect the property's physical and economic state at the time of the loss.

Standard factors in an ACV calculation include:

* The Condition of the building: Whether the property was well-maintained or in a state of disrepair significantly impacts its value.

* Normal Life Expectancy: Every building component (roof, HVAC, structure) has a projected lifespan, which is used to determine
the rate of depreciation.

* Resale/Market Value: In some jurisdictions and contexts, the market value can provide a "sanity check” or a ceiling for ACV,
ensuring the insured does not profit from the loss (the Principle of Indemnity).

However, the ownership of the building is entirely irrelevant to its physical value. Whether the building is owned by a corporation, a
sole proprietor, or a family does not change the cost of the materials or the amount of wear and tear the structure has sustained. The
RIBO Level 1 Blueprint requires brokers to understand that insurance is intended to indenmify theinterestin the property, but the
valuation of the physical asset itselfis based on its material characteristics. By identifying that ownership is not a valuation factor, the
broker demonstrates a clear understanding of the Principle of Indemmity, which seeks to return the insured to the same financial
position they were in prior to the loss-no better and no worse.



HR #64
Your client has been renting a house and carries a Tenants Comprehensive policy through your office. They are getting married soon

and has just bought a house into which they will soon move. Which of the following actions should you NOT do?

A. Use a Home Calculator to estimate the replacement cost of the house.

B. Cancel their Tenant policy and re-write their insurance as a Homeowners policy.

C. Endorse their Tenants policy to show the new address and add building coverage in the amount of the purchase price of
the house.

D. Check into the security arrangements in the house as it may affect the premium to be charged.

Ef#: C

ER #65
A building worth $500,000 is insured for $300,000 with a 90% co-insurance clause. A fire causes $200,000 damage. How much
does the insurer pay?

A $122,222.22
B. $133,333.33
C. $200,000
D. $100,000

Ef#: B

fEE -

This question tests the Critical and Analytical Thinking competency through a mathematical application of the Co-insurance Clause, a
fundamental concept in commercial and some personal property insurance. The purpose of the co-insurance clause is to encourage
the insured to maintain adequate limits of insurance relative to the value of the property. Ifthe insured fails to meet the required
percentage, they become a "co- insurer” and must share in the loss.

The formula for co-insurance is: (Amount of Insurance Carried / Amount of Insurance Required) x Amount of Loss = Claim
Payment.

In this scenario:

* Value of building: $500,000.

* Required amount (90%y): $500,000 x 0.90 = $450,000.

* Amount carried (Did): $300,000.

* Amount required (Should): $450,000.

* Loss: $200,000.

Calculation: ($300,000 / $450,000) x $200,000 = (2/3) x $200,000 = $133,333.33.

The RIBO Level 1 Blueprint emphasizes that brokers must not only perform this calculation but also explain the implications of
underinsurance to their clients during the Consulting and Advising phase. By failing to insure the building for at least $450,000, the
client has suffered a penalty of $66,666.67 on a $200,000 loss. A broker's ability to identify this risk and assess the correct
replacement cost value is vital to avoiding Errors and Omissions (E&O). This calculation demonstrates the practical application of
property valuation and the contractual consequences of failing to maintain insurance to value, ensuring the broker provides a
professional assessment of the client's financial exposure.

E Y # 66
Who is a Broker NOT permitted to pay a referral fee to?

A. A mortgage Broker.

B. A life nsurance Agent/Broker.
C. A car salesperson.

D. A realtor.

IEf: C

A

Under the Registered Insurance Brokers Act (RIB Act) and Ontario Regulation 991, Section 15, strict guidelines govern the sharing
of commissions and the payment of referral fees. The primary intent of these regulations is to maintain the professional independence
of the broker and to protect the public from "tied selling" or unethical solicitation practices. A broker is permitted to pay a referral
fee only to individuals who are licensed under the RIB Act or those licensed under other specific financial regulatory frameworks,



such as the Insurance Act (Life Agents) or the Real Estate and Business Brokers Act, provided that the referral does not violate the
rules of those respective bodies and is fully disclosed.

A car salesperson is strictly prohibited from receiving such fees because they are not licensed to provide insurance advice, and such
an arrangement creates a significant conflict of interest. This type of "kickback" could incentivize the salesperson to pressure a
consurrer into a specific insurance product for personal financial gain rather than the consurmer's best interest. According to the
RIBO Code of Conduct, brokers must remain candid and honest, ensuring that their recommendations are based solely on the
client's needs.

Engaging in referral fee payments to unlicensed persons in the automotive industry constitutes professional misconduct. The RIBO
Blueprint emphasizes that a Level 1 broker must demonstrate knowledge of these boundaries to ensure the integrity of the profession
and to prevent the exploitation of consumers at the point of sale. Maintaining a clear separation between the sale of a physical good
(the car) and the procurement of a financial contract (insurance) is a fundamental regulatory requirement in Ontario.

B #67
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