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IIC Principles and Practice of Insurance 52 & C11 ;A5 [ E (Q30-Q35):

R #30
Antonio lights a firecracker and throws it to Brett. Brett tosses it to Sandra. Sandra catches it and throws it to Celina. It explodes in
Celina's hands, mjuring her. Who is the immediate cause of the loss?

e A, Antonio and Brett
e B. Celina and Antonio
e (. Sandra

e D. Brett
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In determining liability, the immediate (proximate) cause refers to the most direct, unbroken cause leading to the injury. In this
sequence, the firecracker explodes in Celina's hands immediately after she receives it from Sandra. Although Antonio initiated the
chain of events and Brett contributed, their actions are more remote.

The last voluntary act that directly placed the dangerous object in the position where it caused harm was Sandra's throw to Celina.
Sandra's action is therefore the immediate cause, even though earlier individuals may share legal responsibility in a broader causation
analysis.

Option D is incorrect because Celina did not cause her own injury; she merely received the firecracker.

Option C includes Antonio and Brett, but neither was the final actor in the chain.

Therefore, the immediate cause of loss is B: Sandra.

HM #31
What is the name of the pooling agreement where all high-risk drivers are underwritten in a common pool?

¢ A Substandard Group

¢ B. Facility Association

¢ C. High-risk Drivers of Canada
e D. Underwriters Association

Ef#: B

R -

The Facility Association is the Canadian automobile insurance mechanism designed to ensure that high-risk drivers, who carmmot
obtain insurance in the voluntary market, are still able to secure the legally required automobile insurance coverage. All auto insurers
in participating provinces must be members, and losses and premiums i the pool are shared among them according to market share.
Option B, "Substandard Group," is not an official Canadian mechanism. Option C does not refer to any recognized underwriting
pool for high-risk auto insurance. Option D is not an actual insurance entity.

Only the Facility Association accurately represents the mandatory pooling arrangement for high-risk drivers.

B #32
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?

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

EfE: B

R :

Thepure premiumrepresents theexpected loss costper exposure unit. It is calculated as:

Pure Premiune=Probability of LossxSeverity of Loss\text{Pure Premium} = \text{Probability of Loss} \times
\text{Severity of Loss} Pure Premiunm=Probability of LossxSeverity of Loss Here:

Probability of loss = 1 in 5 homes =0.20

Severity (loss amount) =$50,000

0.20x50,000=10,0000.20 \times 50,000 = 10,0000.20x50,000=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.

H #33
Which statement best explains the concept of utmost good faith?

e A Isarequirement of all legal contracts



¢ B. Requires a high standard of honesty
e C. Is alack of conduct that exceeds mere negligence
e D. Implies the ability to void an insurance policy

IEf#: B

R -

The principle of utmost good faith (uberrima fides) is fundamental to all insurance contracts. It requires a higher standard of honesty
than ordinary commercial agreements because the insurer must 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
insurer’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.

H #34
MacMan Inc. enploys several salespersons who travel throughout Canada with samples of its products.
Which type of coverage does MacMan Inc. require to protect its samples while in the salespersons' possession?

A. Personal Property Floater

B. Aviation Insurance

C. Commercial Property Floater
D. Accident Insurance

Ef#: C

BRI

A commercial property floater is designed for businesses that regularly transport goods, equipment, or samples away from their main
premises. In this case, MacMan Inc.'s traveling sales staff carry product samples across Canada. These samples are considered
business property, not personal property. Therefore, they nust be insured under a commercial floater, which provides coverage
regardless of location-hotel roomns, vehicles, trade shows, or customer vistts.

Option C, personal property floater, applies toindividualproperty such as jewelry, fine arts, or sporting goods, not business
merchandise. Option A, aviation insurance, is irrelevant unless aircraft are owned or used by the business for transport. Option B,
accident insurance, covers personal injuries, not physical property.

Because the exposure involves business-owned goods off-premises, the correct coverage is the commercial property floater. It
ensures protection against theft, loss, or damage while the goods are in the custody of traveling employees.

B #35
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