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IIC Principles and Practice of Insurance C11 Priifungsfragen mit Losungen

(Q15-Q20):

15. Frage
‘What should an insurer do if it wishes to have additional terms incorporated in an interim cover?

e A Set the terms down in writing

e B. Rely on Statutory Conditions / General Conditions

e (. Verbally declare its intent to the intermediary

e D. Avoid releasing an interim cover prior to policy inception

Antwort: A

Begrindung;
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Interim covers-also called binders or cover notes-are legal proof of temporary coverage. Because they finction as contracts, any
additional terms the insurer wishes to impose must be clearly written and commumnicated to the insured at the time coverage is bound.
Courts consistently require that policy terms be in writing to be enforceable, especially when modifying or restricting standard
coverage.

Option B is incorrect because verbal instructions can lead to disputes and are not enforceable under contract law or statutory
requirenments. Option C is incorrect because statutory conditions apply automatically but do not add insurer-specific terms. Option D
is unrelated-interim covers exist precisely to provide immediate insurance before the policy is issued.

Therefore, if the insurer wants additional conditions or limitations to apply, they must be set down in writing as part of the interim
contract, making A the correct answer.

16. Frage
Which statement best explains the concept of utmost good faith?

A. Is a lack of conduct that exceeds mere negligence
B. Inplies the ability to void an insurance policy

C. Is a requirement of all legal contracts

D. Requires a high standard of honesty

Antwort: D

Begrindung;

The principle of utmost good faith (uberrima fides) is findamental to all insurance contracts. It requires a higher standard of honesty
than ordinary commercial agreements because the insurer nust rely on the applicant to disclose all material facts that could affect the
underwriting decision. The insured has superior knowledge of the risk, and failure to disclose material information can jeopardize the
nsurer's ability to assess the exposure properly.

Option B is incorrect because utmost good faith is not required inalllegal contracts-only in specific types where one party must rely
heavily on the full disclosure of the other, such as insurance. Option C is partially related-breachescanlead to policy voidance-but
that is a consequence, not the definition. Option D is incorrect because utmost good faith refers to the presence of elevated honesty,
not the absence of negligence.

Therefore, the best explanation is A: Requires a high standard of honesty.

17. Frage
Original Insurance Company terminated its broker agreement with TOY Insurance Brokers. Which situation likely resulted in this
termination?

A. TOY Insurance Brokers did not keep premiums in a trust account and used them to pay expenses
B. TOY Insurance Brokers did not remit commissions owed to the nsurer

C. Original Insurance Company provided quotes on all broker applications

D. Original Insurance Company did not set service standards

Antwort: A

Begriindung;

Brokers hold client premiums in trust accounts, separate from operating finds. This is a legal requirement under provincial insurance
legislation. Trust funds belong to insurers (or insureds) until properly remitted. If TOY Insurance Brokers used trust finds to pay
their own expenses, they violated both fiduciary duty and regulatory obligations. This constitutes serious professional misconduct and
is one of the most common and serious reasons for immediate termination of a broker contract-often accompanied by regulatory
investigation or license suspension.

Option A would not justify termination because service standards should be defined by the insurer, not the broker. Option B reflects
good insurer practice and is unrelated to termmation. Option C is incorrect because brokers do not remit commissions to insurers-
insurers pay commissions to brokers.

Therefore, the only correct answer is D: failure to maintain premiuns in a trust account.

18. Frage
Rashida clains she told her broker about the swimming pool when binding coverage. The adjuster disputes coverage because the
msurer was not informed. What should have been done to prevent this dispute?



A. Broker should have requested Rashida send in a signed notice after issuance
B. Broker should have sent written confirmation to Rashida and the insurer

C. Insurer should have contacted Rashida directly before binding coverage

D. Broker should have requested a witness during the oral application

Antwort: B

Begriindung;

Whenever coverage is boundorally, the broker must follow up withwritten confirmationto both:

theinsured, to confirm the accuracy of information provided, and

theinsurer, to notify them of all disclosed underwriting details.

This written documentation protects all parties by ensuring the insurer is fully aware of material facts-such as the presence of a
swimming pool-and prevents disputes like this one.

Option A is unnecessary and not industry practice.

Option C refers to a notice after issuance, but the dispute occurred at binding, so this is too late.

Option D is incorrect; the insurer does not verify every detail directly with insureds-this is the broker’s responsibility.

Thus, the broker should have completed written confirmation, makingBthe correct answer.

19. Frage
What is stated in the insuring agreements of a policy?

A. Premium

B. Signature clause

C. Lienholder

D. Description of the property covered

Antwort: D
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