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ER #88

Jack owns a convenience store. During a severe hurricane, he places sandbags in front of his store and boards up the windows.
Which technique of loss control is Jack utilizing?

e A. Avoidance
e B. Diversification
o C. Loss reduction
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e D. Risk transfer
EfE: C
fR

Loss control refers to strategies used to mnimize the frequency or severity of losses. In insurance principles, loss control is divided
intoloss prevention(reducing likelihood) andloss reduction(reducing severity once loss becomes imminent or unavoidable).

In this scenario, the hurricane threat is already occurring and cannot be prevented. Jack's actions-placing sandbags, boarding
windows, and securing the premises-are aimed atreducing the amount of damagefrom an impending peril. This aligns exactly withloss
reduction, which focuses on mitigating the extent of loss after a peril has already materialized or cannot reasonably be avoided.
Avoidance (option A) would involve eliminating the risk entirely, such as relocating the business out of hurricane-prone regions. Risk
transfer (option B) involves shifting financial consequences to an insurer.

Diversification (option C) spreads exposure across muiltiple assets or locations. Jack is instead applying a protective measure to
reduce damage, makingD. Loss reductionthe correct choice.

B #89

Karl recently purchased a house in Winnipeg, Prior to the purchase he asked if the house had termites. The house was infested, but
the seller falsely stated there were none. After signing the contract, Karl discovered the infestation. Which element makes the
purchase contract voidable?

¢ A. Undue influence

¢ B. Mistake about assumptions

¢ C. Fraudulent misrepresentation
¢ D. Innocent misrepresentation

Ef#: C

R -

A contract becomes voidable when one party is induced to enter it through fraudulent misrepresentation.

Fraudulent misrepresentation occurs when a party knowingly makes a false statement, intending to mislead the other party, and the
misled party relies on that statement when entering the contract. In this scenario, the seller knew the house had termites but
mtentionally misrepresented the truth when questioned by Karl. This is a deliberate falsehood, fulfilling all elements of fraud: false
representation, knowledge of falsity, intent to induce reliance, actual reliance, and resulting detriment.

Undue influence involves pressure or dominance, which is not present. A mistake about assumptions only applies when both parties
are mistaken in good faith about a findamental fact-here the seller acted deliberately. Innocent misrepresentation nvolves an
unintentional error, but the scenario explicitly describes intentional deception. Thus, the correct legal classification is fraudulent
misrepresentation.

E R #90
Stuart sells his vehicle and cancels his auto policy. The msurer refunds the full unearned portion of the premum. What type of
cancellation is this?

A. Total rate

B. Pro rata

C. Non-adjusted rate
D. Fully fixed

EfE: B
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Apro rata cancellationoccurs when an insurer cancels a policy or when the insured cancelswithout penalty, and the nsurer refinds
thefillinexpired portion of the premium. The refind is calculated strictly based on time remaining in the policy period. No service
charges, cancellation penalties, or retained percentages apply.

This is different fromshort rate cancellation, where a penalty is applied when the insured cancels voluntarily.

"Total rate," "fully fixed," and "non-adjusted rate" are not recognized forms of cancellation methods.

Thus, refunding the entire unused premium confirms the cancellation ispro rata.

R #91



What are many of the statutory conditions designed to accomplish?

¢ A, State how PIPEDA applies to the insured and insurer
¢ B. Outline the steps to take to cancel the policy

e C. Provide clarity on the intent of the policy

e D. Shift the onus of proof from the insured to the msurer

IEf: C
R -

Statutory conditions exist in property insurance legislation across Canadian provinces to ensure that insurers and insureds operate
withclarity, transparency, and fairness. These conditions outline important duties such as:

Requirements for notice of loss

Duties after a loss

Conditions for voiding coverage

Fraud provisions

Replacement and salvage rules

Their main purpose is toclarify the intent of the policy and give certainty to the terms and obligationsof both parties. Because
statutory conditions are mandated by law, they ensure uniform standards across all insurers and prevent inconsistent or unclear
policy interpretations.

Option B is only a small subset of what statutory conditions address.

Option C is incorrect-privacy legislation like PIPEDA is separate from insurance statutory conditions.

Option D is incorrect; statutory conditions do not alter legal burden-of-proof standards.

Thus, the best answer iSA.

R #92
MacMan Inc. employs 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. Aviation Insurance

B. Commercial Property Floater
C. Personal Property Floater

D. Accident Insurance

IEf#: B

BN -

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 must be insured under a commercial floater, which provides coverage
regardless of location-hotel roons, vehicles, trade shows, or customer visits.

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.
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