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IIC Principles and Practice of Insurance Sample Questions (Q66-Q71):
NEW QUESTION # 66 
With respect to an insurance contract, what is the best example ofconsideration?

A. Yasmin offers to sell her dog for $500 but Paula refuses
B. Martin is returning a shirt he purchased online for $35 because he found it cheaper elsewhere
C. Jennifer agrees to sell a $20,000 painting for $10,000 to her friend Shania
D. Calvin wants to start a tutoring business and may charge $40 per hour

Answer: C

Explanation:
In contract law,considerationrefers to the exchange of something of value between parties. It is a necessary element for forming a
legally binding insurance contract. In insurance, the insurer promises to indemnify the insured in exchange for thepremium-this
exchange constitutes consideration.
OptionAis the only scenario demonstrating a clearbargained-for exchange. Jennifer gives up a painting of value, and Shania provides
monetary payment. Even though the price is reduced, consideration still exists because each party is giving something of legal value.
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Option B shows no exchange-only contemplation of future pricing.
Option C shows no contract formed, because the offer was not accepted.
Option D is a return/refund scenario, not an exchange forming a new contract.
Thus,Ais the best example of consideration.

NEW QUESTION # 67 
If one in every five houses suffers a $50,000 loss each year, and all houses have the same value, what would the pure premium be
for each homeowner?

A. $2,500
B. $5,000
C. $100,000
D. $10,000

Answer: B

Explanation:
Thepure premiumrepresents theexpected loss costper exposure unit. It is calculated as:
Pure Premium=Probability of Loss×Severity of Loss\text{Pure Premium} = \text{Probability of Loss} \times
\text{Severity of Loss}Pure Premium=Probability of Loss×Severity of Loss Here:
Probability of loss = 1 in 5 homes =0.20
Severity (loss amount) =$50,000
0.20×50,000=10,0000.20 \times 50,000 = 10,0000.20×50,000=10,000
But here is the key detail: one loss of $50,000 spread overfive homesmeans:
50,0005=10,000\frac{50,000}{5} = 10,000550,000=10,000
But the answer choices do not include $10,000 except option C, yet the correct pure premium per homeownerwith equal
distribution per yearequals:
$10,000 per home per year
Thus the correct answer isC: $10,000.

NEW QUESTION # 68 
What are the four requirements of a binding contract under the Civil Code of Quebec?

A. Capacity, intention, co-operation, and lesion
B. Acceptance, agreement, capacity, and offer
C. Acceptance, cause, consent, and subject of contract
D. Capacity, cause, consent, and object of contract

Answer: D

Explanation:
Under theCivil Code of Quebec, a valid contract requires four essential elements:
Capacity- Parties must be legally capable of contracting.
Cause- The reason or purpose each party has for contracting.
Consent- Agreement must be free and informed, without error, fear, or fraud.
Object of the contract- The subject matter of the agreement must be sufficiently defined and lawful.
These elements mirror common-law principles but differ in terminology. Option D is close but inaccurate-
"acceptance" is part of consent, and "subject" is a less precise term than "object." Options A and B include incorrect or irrelevant
components.
Thus, the correct answer reflecting Quebec civil law requirements isC.

NEW QUESTION # 69 
Jack is a first-time homeowner. How can he mitigate his risk?

A. Decrease his volume of risk
B. Purchase many different kinds of goods
C. Increase his volume of risk



D. Purchase insurance

Answer: A

Explanation:
Risk mitigation refers to reducing the frequency or severity of potential losses. A first-time homeowner can mitigate risk by taking
proactive measures such as installing smoke alarms, securing doors and windows, maintaining the property, or eliminating hazards.
These actions directly decrease the homeowner's volume of risk by reducing the probability of a loss or limiting its potential impact.
Option A-purchasing insurance-is not risk mitigation; it is risk transfer, where the financial consequences of loss are shifted to an
insurer. Insurance does not reduce the likelihood of loss; it only provides compensation after loss.
Option B is the opposite of mitigation.
Option D is irrelevant to risk management.
Thus, the correct answer is C: Decrease their volume of risk.

NEW QUESTION # 70 
In a non-proportional (excess of loss) reinsurance contract, the reinsurer agrees to pay the portion of any loss thatexceeds $80,000,
up to an additional$100,000.
How much would the primary insurer pay for an insured loss of$60,000?

A. $20,000
B. $36,000
C. $60,000
D. $0

Answer: C

Explanation:
Comprehensive Explanation (150-250 words):
In anexcess of loss (non-proportional) reinsurance contract, the reinsurer pays only when the lossexceeds the primary insurer's
retention, known as thepriorityorattachment point. In this question, the priority is$80,000.
This means reinsurance doesnotrespond unless the loss exceeds $80,000.
Here, the actual loss is$60,000, which isbelowthe attachment point. Because the loss never reaches the
$80,000 threshold, the reinsurer owesnothing. Theentire lossremains the responsibility of the primary insurer.
The reinsurer's limit of $100,000 only becomes relevant if the loss exceeds $80,000, which is not the case here.
Therefore, the primary insurer pays100% of the $60,000 loss.
Correct answer:D.
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