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EE #54
Which type of insurance company has the same capital structure as any other capital enterprise?

A. Factory mutual company
B. Captive conmpany

C. Co-operative company
D. Stock company

HE: D

CEF

A stock insurance company operates with the same capital structure as other conventional for-profit corporations. Ownership is
represented by shares of stock, held by shareholders who supply capital and expect a return on investment. Profits are distributed as
dividends or reinvested into the company. This structure aligns closely with traditional corporate financial frameworks in Canadian
commerce.

Option B, a captive company, is owned by a parent business to isure its own risks-not structured like a general capital corporation.
Option C, a co-operative company, is owned by its policyholders or members, not shareholders. Option D (factory mutual
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company) refers to a mutual insurer owned by its policyholders and requiring high loss-prevention standards.
Thus, the only insurer type that mirrors the capital structure of typical Canadian corporate enterprises is the stock company, making
A correct.

HEE #55
With respect to an insurance contract, what is the best example ofconsideration?

A. Calvin wants to start a tutoring business and may charge $40 per hour

B. Jennifer agrees to sella $20,000 painting for $10,000 to her fiiend Shania

C. Martin is returning a shirt he purchased online for $35 because he found it cheaper elsewhere
D. Yasmin offers to sell her dog for $500 but Paula refises

He: B

Y.

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.
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/refind scenario, not an exchange forming a new contract.

Thus,Ais the best example of consideration.

EE #56
Which clause paysreplacement costeven if the lossexceeds the amount of msuranceon the dwelling?

A. Outright replacement clause

B. Total replacement cost clause

C. Guaranteed replacement cost clause
D. Pure restitution replacement clause

HE. ACD

ME:

AGuaranteed Replacement Cost (GRC)clause is a special provision in homeowners' insurance that ensures the insurer 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.

AE #57
A person applies for fire insurance on their house but fails to mention that in winter they leave the house unoccupied for two months
while vacationing. What is this an example of?

A. Breach of warranty
B. Non-disclosure

C. Discharge of contract
D. Negligence

: B

oo
8 m



Insurance contracts are built on the principle of utmost good faith, meaning applicants must disclose all material facts that could
influence the insurer's decision to accept the risk or determine the premium. Failing to mention a material fact-such as the home being
unoccupied for long periods-is considered non- disclosure. Unoccupancy increases the risk of vandalism, frozen pipes, fire severity,
and delayed emergency response, all of which affect underwriting decisions.

Option A, negligence, refers to failure to act with reasonable care, not failure to disclose.

Option C, breach of warranty, applies only after a policy is in force and a condition guaranteed to be true is violated.

Option D, discharge of contract, refers to cancellation or completion of contractual obligations.

Since the issue arises during the application stage and involves withholding a material fact, the correct classification is non-disclosure.

EHE #58
What type of wording is written on a custom basis for a specific situation?

A. Treaty

B. Standard
C. Manuscript
D. Chattel

3

"

: C

Y.

Amanuscript wordingis a policy or endorsement crafted specifically for an individual client or an unusual risk exposure. It iscustom+
writtenand negotiated between the insurer and the insured (or their broker). These wordings are used when standard forms do not
adequately describe or protect a particular exposure, usually for large commercial clients, unique operations, or highly specialized
risks.

Option A refers tostandardwordings, which are pre-written, commonly used forms approved by insurers or industry bodies.
Option B (chattel) refers to movable personal property, not policy wording.

Option C (treaty) refers to reinsurance agreements between insurers and reinsurers, not client-facing policy forns.

Therefore, the only option describing a custom-written policy wording isD: Manuscript.
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