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IIC Principles and Practice of Insurance 52 & C11 ;A5 [5E (Q51-Q56):

ER #51
Rashida clainms she told her broker about the swimming pool when binding coverage. The adjuster disputes coverage because the
nsurer was not informed. What should have been done to prevent this dispute?

e A Insurer should have contacted Rashida directly before binding coverage

¢ B. Broker should have sent written confirmation to Rashida and the nsurer

e C. Broker should have requested a witness during the oral application

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

IFf#: B

AR

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

H #52
Which role is directly employed by the Canadian property and casualty insurance industry?

e A Lawyer

¢ B. Travel agent

e C. Mechanic

¢ D. Health professional

EfE: A

TR

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 nsurance 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.

P #53

Mark was involved in an at-fault accident one year ago. As there was minimal vehicle damage and no apparent injuries, Mark settled
with the third party and did NOT report the accident to his insurer. Today, Mark has been served a statement of claim alleging long-
term injuries. Which action will Mark's msurer MOST LIKELY take, and why?

A. Deny the claim because a limitation period is in effect

B. Pay the clam because accident benefit coverages have no expiration date

C. Deny the claim because Mark had forfeited the right of recovery

D. Pay the claim because Mark's current policy must respond to a liability claim

EfE: C

fi .-

Insurance policies require the insured to report all accidents promptly, even when they appear minor. By settling privately and failing
to notify the nsurer, Mark violated a findamental policy condition. This breach is significant because it prejudices the insurer's rights:
the insurer lost the opportunity to investigate, defend, or control settlement negotiations. Under the statutory conditions (especially
for automobile insurance), failure to report may result in the forfeiture of the insured's right to recovery.

Option A is incorrect because limitation periods vary and do not automatically cause a denial, moreover, the issue is the insured's
breach, not limitation law. Option C is incorrect because this is a liability claim, not accident benefits. Option D is incorrect because
the current policy does not automatically cover past unreported accidents, and coverage can be denied if the insured breached
statutory reporting conditions.

Thus, the nsurer will most likely deny coverage because Mark forfeited his rights by failing to report the loss, making B correct.

M #54
What is the annual premium for a building insured for$500,000at a rate 0f$0.80 per $100?

A. $800

B. $4,000
C. $6,250
D. $2,500

IEf#: B

A -
To calculate premiums rated per $100 of insurance, the formula is:



Premium = (Amount of Insurance + 100) x Rate

Step-by-step:

$500,000 + 100 = 5,000 rating units

5,000 x $0.80 =$4,000

Thus, the annual premium for the building is$4,000, makingOption Cthe correct answer.

Option A is too low, while Options B and D do not match the rating calculation. Underwriters rely on these standardized rating
methods to ensure consistent and adequate premium development.

HM #55

Dominika's house sustains a fire resulting in a $500,000 total loss to the house and contents. Some pieces of furniture are
salvageable and valued at $4,000 by the insurer. Dominika chooses to keep these items for her next home. Dominika's policy has a
guaranteed replacement cost clause with a limit of $500,000 and a deductible of $1,000. What settlement amount will Dominika
recover fromthe loss?

o A $495,000
e B. $496,000
e C.$499,000
e D. $500,000

EfE: A

A -

With a guaranteed replacement cost policy, the insurer agrees to pay the full cost of replacing the damaged or destroyed property
(subject to conditions), even if that amount approaches or, in some forns, exceeds the stated limit. Here, the total replacement cost
of the loss is $500,000.

However, some furniture is salvageable and valued at $4,000. Since Dominika elects to keep this salvage, she is effectively retaining
part of the value of the damaged property. To maintain the principle of indemnity and avoid overpayment, the insurer deducts the
salvage value from the total amount they would otherwise pay.

Step-by-step:

Replacement cost of loss: $500,000

Less salvage value retained by insured: $4,000

Subtotal: $496,000

Less deductble: $1,000

Net settlement: $495,000

Therefore, Dominika will recover $495,000, making Option A correct.

H #56
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