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IIC Principles and Practice of Insurance Sample Questions (Q79-Q84):

NEW QUESTION # 79
Which statement best explains the concept of utmost good faith?

A. Is a requirement of all legal contracts

B. Is a lack of conduct that exceeds mere negligence
C. Requires a high standard of honesty

D. Inplies the ability to void an insurance policy

Answer: C

Explanation:

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.

NEW QUESTION # 80
Which statement reflects the concept that the premium for each risk should be commensurate with that risk?

A. One or more persons should provide protection to another person against loss
B. Risks more likely to have losses should pay higher premiums

C. Proper settlement of losses should be paid out of the pool of funds

D. Risks can happen to anyone, so each individual should purchase insurance

Answer: B

Explanation:

One of'the fundamental principles of insurance rating is that thepremium charged must accurately reflect the level of riskbeing insured.
This principle ensures fairness and financial stability: individuals or businesses presenting a higher probability of loss or greater
potential severity must payhigher premiums, while lower- risk policyholders pay less. This is essential because nsurers must collect
sufficient funds to cover expected clains, expenses, and maintain solvency.

Option B describes the pooling of fnds, which is part of how insurance works but does not address how premiuns are determined.
Option C relates to the general purpose of insurance, not premium adequacy.

Option D loosely refers to indemnification, not rating methodology.

Therefore, the only statement that accurately reflects the idea that premiums must be commensurate with the risk isA.

NEW QUESTION # 81
Which role is directly employed by the Canadian property and casualty nsurance industry?

A. Mechanic

B. Lawyer

C. Travel agent

D. Health professional

Answer: B

Explanation:

The Canadian property and casualty (P&C) insurance industry employs a range of specialized professionals who support the
underwriting, clains, regulatory, and legal functions necessary for insurance operations.

Lawyers are commonly employed directly by insurers to provide advice on policy interpretation, defend clains litigation, ensure
regulatory compliance, draft contracts, and handle disputes. They play a crucial role in the clains process, particularly for liability
claims and complex legal matters.



Mechanics, travel agents, and health professionals are not directly employed by the P&C insurance industry.

Mechanics may work with insurers as third-party repair facilities, but they are not typically employees. Travel agents relate to travel
services, not insurance employment. Health professionals may support life and health insurers or provide assessments for clains, but
they are not ordinarily employed in theproperty and casualtysector. Therefore, the correct answer is A: Lawyer.

NEW QUESTION # 82
George emails his cousin offering to buy her textbooks for $500. He states that unless she replies "no," they have a deal. Which
essential element of a binding contract is missing?

A. Legality of object

B. Offer and acceptance
C. Consideration

D. Capacity to contract

Answer: B

Explanation:

For a legally binding contract, there must beoffer and acceptance-a clear proposal and a clear, communicated acceptance. In this
case, George attempts to treatsilenceas acceptance. According to contract law,silence cannot constitute acceptance, unless there is a
prior agreement between the parties stating otherwise. Because his cousin has not actively communicated acceptance, the contract
remains incomplete.

Option A is incorrect-consideration exists (money in exchange for books).

Option B is trrelevant-buying textbooks is legal.

Option C does not apply-George is 18 and has legal capacity in Alberta.

The missing element isacceptance, so the correct answer isD.

NEW QUESTION # 83
What is the effect of perils and hazards on insurance rates for the underwriter?

A. The rate is determined by the law of large numbers for the hazards listed on the policy

B. Anunderwriter may increase the rate if the insured event is likely to increase the hazard

C. Anunderwriter may use a higher rate if a hazard increases the likelihood of a loss by an insured peril
D. The rate is calculated by multiplying the premium by the amount insured for each peril

Answer: C

Explanation:

Hazards are conditions thatincrease the likelihood or severity of a losscaused by an insured peril.

Underwriters assess hazards (physical, moral, and morale hazards) to determine whether a risk is acceptable and at what price.
Ifhazards make an insured perilmore likely to occur, the underwriter willincrease the rateto reflect higher expected losses. This aligns
exactly with option C.

Option A is close but incorrectly states "insured event," not "insured peril," and is less precise.

Option B misinterprets the law of large numbers; it applies to loss predictability, not hazard listing,

Option D misunderstands rating-rates are not calculated by multiplying premium by insured value.

Thus, the correct staterment isC.

NEW QUESTION # 84
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