C11 — PRINCIPLES AND PRACTICE OF INSURANCE

QUIZ - STUDY 1

10 muttiple choice — 1 mark each
1 essay question — 5 marks

SECTION A; MULTIPLE-CHOICE QUESTIONS

1. Insurance is based on the existence of:

a. legality of object
b. loss..

@ risk ©

d. utmost good faith

2. Ininsurance terminology, a hazard is;

/ @ a factor that could influence the occurrence of a loss
) . the chance of loss

¢. the proximate cause of a loss
d. the risk of loss

3. Gambling is a good example of:

a. insurable risk
b. personal risk
C. purerisk

d} speculative risk

4. A peril is;
/. the equivalent of a hazard
b. the chance of loss
¢. aninsured risk
4.} an event that may cause a loss to oceur

5. An unearned premium is;

a. that portion of the premium under all policies in that class that is set aside as a
claims reserve




b. that portion of the premium under all policies in that class that is set aside to pay
for commissions and expenses
@that portion of the premium under an individual policy that will apply to that part
/ of the policy period that has not yet expired

d. the insurer’s profit after all losses, expenses, and taxes with respect to all policies
in that class have been paid

6. A faulty heating system is best described as a

6 hazard
/ b, peril
¢. pure risk

d. speculative risk

7. Tnsurance is

a. acontract
/ @ a method of sharing the losses of the few among the many
. the elimination of liability
d. the provision of total security )@ \
8. The main function of insurance is QK Q)( \
/\
a. an increase in security — %&Nb@
b. not putting all property in one location Q\

o. the reduction of the possibility of risk
the spread of risk ~

9. Risk management is; \ (\(\ W

a. elimination of risk

/ b. identification of risk

minimization of the possible detrimental effects of risk
d obtaining the best possible insurance at the best possible price
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a. A business operation is an example of pure risk L

/ b. Insurance prevents risk
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@) Some risks present the possibility of either a profit or a loss - ¢ WA
d. There can be no risk without insurance

10. Which of the following is true of risk?




SECTION B; NARRATIVE QUESTIONS \ M C

11. a. Identify three ways that a risk manager could control a risk (3 marks) B ‘ k“ _
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