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PR #85
With respect to an insurance contract, what is the best exanple ofconsideration?

e A Martin is returning a shirt he purchased online for $35 because he found it cheaper elsewhere
¢ B. Jennifer agrees to sell a $20,000 painting for $10,000 to her friend Shania

e C. Yasmin offers to sell her dog for $500 but Paula refises

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

Z%: B

S R «

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 indennify the insured in exchange for thepremium-this
exchange constitutes consideration.
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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/refund scenario, not an exchange forming a new contract.

Thus,Ais the best example of consideration.

78 #86

‘When one reinsurer cedes part of its business to another reinsurer, what is the second reinsurer called?

A. Cessionaire

B. Alternate Insurer
C. Retrocessionaire
D. Primary Insurer

ER: C

i RE S -

In the structure of reinsurance practices explained inPrinciples and Practice of Insurance, aretrocessionaireis the reinsurer that
accepts risk from another reinsurer. This occurs through a process calledretrocession, where a reinsurer (the retrocedent) transfers a
portion of its assumed risk to another reinsurer to further spread exposure and maintain solvency stability.

The terminology is important:

Theprimary msurerissues the original policy to the nsured.

Theremsurer(cessionaire) accepts risk from the primary insurer.

When that reinsurer then cedes part of the risk again, the receiving party is theretrocessionaire.

Retrocession is essential in risk-management frameworks because it allows reinsurers to diversify exposures and avoid concentration
risks from catastrophic events. Therefore, the correct term for the second reinsurer isC. Retrocessionaire.

F "8 #87
Rashida clainms she told her broker about the swimming pool when binding coverage. The adjuster disputes coverage because the
insurer was not informed. What should have been done to prevent this dispute?

A. Broker should have sent written confirmation to Rashida and the msurer

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

C. Insurer should have contacted Rashida directly before binding coverage

D. Broker should have requested Rashida send in a signed notice after issuance

BEE: A

fRRERR A

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.

I RE #88
What is stated in the insuring agreements of a policy?

A. Description of the property covered
B. Signature clause

C. Premium

D. Lienholder
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il RE #89
How are staff adjusters and independent adjusters similar?

¢ A. Both work on behalf of, and are paid by, the insurer

¢ B. Both are licensed only in Quebec and New Brunswick

¢ C. Neither is allowed to perform an investigation

¢ D. Neither has any limitation on their authority to settle claims

BER: A

it BB -

Bothstaff adjustersandindependent adjusterswork on behalf of the insurer when handling clains. A staff adjuster is an employee of
the insurance company, while an independent adjuster is contracted by an insurer to investigate and adjust claims. Regardless of their
employment relationship, both types of adjusters operate under the insurer's authority, follow the insurer's procedures, and act in the
insurer’s interests when assessing damages, determining coverage, and recommending settlement amounts.

Option A is incorrect because both adjustersdoperform investigations. Option C is incorrect-adjusters are licensed in most
provinces, not only Quebec and New Brunswick. Option D is incorrect because both staff and independent adjusters have specific
limitations on their settlement authority, which depend on the nsurer' s internal guidelines. Therefore, the similarity that applies
universally isB.
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