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IIC Principles and Practice of Insurance C11 Prüfungsfragen mit Lösungen
(Q93-Q98):
93. Frage 
In a non-proportional (excess of loss) reinsurance contract, the reinsurer agrees to pay the portion of any loss thatexceeds $80,000,
up to an additional$100,000.
How much would the primary insurer pay for an insured loss of$60,000?

A. $60,000
B. $36,000
C. $20,000
D. $0

Antwort: A

Begründung:
Comprehensive Explanation (150-250 words):
In anexcess of loss (non-proportional) reinsurance contract, the reinsurer pays only when the lossexceeds the primary insurer's
retention, known as thepriorityorattachment point. In this question, the priority is$80,000.
This means reinsurance doesnotrespond unless the loss exceeds $80,000.
Here, the actual loss is$60,000, which isbelowthe attachment point. Because the loss never reaches the
$80,000 threshold, the reinsurer owesnothing. Theentire lossremains the responsibility of the primary insurer.
The reinsurer's limit of $100,000 only becomes relevant if the loss exceeds $80,000, which is not the case here.
Therefore, the primary insurer pays100% of the $60,000 loss.
Correct answer:D.

94. Frage 
Rashida claims 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 requested a witness during the oral application
B. Broker should have requested Rashida send in a signed notice after issuance
C. Insurer should have contacted Rashida directly before binding coverage
D. Broker should have sent written confirmation to Rashida and the insurer

Antwort: D

Begründung:
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.

95. Frage 
Jack is a first-time homeowner. How can he mitigate his risk?

A. Purchase insurance
B. Increase his volume of risk
C. Decrease his volume of risk
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D. Purchase many different kinds of goods

Antwort: C

Begründung:
Risk mitigation refers to reducing the frequency or severity of potential losses. A first-time homeowner can mitigate risk by taking
proactive measures such as installing smoke alarms, securing doors and windows, maintaining the property, or eliminating hazards.
These actions directly decrease the homeowner's volume of risk by reducing the probability of a loss or limiting its potential impact.
Option A-purchasing insurance-is not risk mitigation; it is risk transfer, where the financial consequences of loss are shifted to an
insurer. Insurance does not reduce the likelihood of loss; it only provides compensation after loss.
Option B is the opposite of mitigation.
Option D is irrelevant to risk management.
Thus, the correct answer is C: Decrease their volume of risk.

96. Frage 
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. Proper settlement of losses should be paid out of the pool of funds
C. Risks more likely to have losses should pay higher premiums
D. Risks can happen to anyone, so each individual should purchase insurance

Antwort: C

Begründung:
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 insurers must collect
sufficient funds to cover expected claims, expenses, and maintain solvency.
Option B describes the pooling of funds, which is part of how insurance works but does not address how premiums 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.

97. Frage 
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 insurer MOST LIKELY take, and why?

A. Pay the claim because Mark's current policy must respond to a liability claim
B. Deny the claim because a limitation period is in effect
C. Deny the claim because Mark had forfeited the right of recovery
D. Pay the claim because accident benefit coverages have no expiration date

Antwort: C

Begründung:
Insurance policies require the insured to report all accidents promptly, even when they appear minor. By settling privately and failing
to notify the insurer, Mark violated a fundamental 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 insurer will most likely deny coverage because Mark forfeited his rights by failing to report the loss, making B correct.

98. Frage
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