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1. Where in an insurance contract would you typically find the
responsibilities of the insured?
A. Declarations
B. Exclusions
C. Conditions
D. Endorsements

2. In property insurance, what does ‘actual cash value’ refer
to?
A. Replacement cost minus depreciation
B. Full market value at the time of loss
C. Cost to replace with like kind and quality
D. Value assessed by an insurance adjuster

3. Which coverage typically provides the highest limit for an
insured's rentals?
A. Personal property floater
B. Homeowner policy
C. DP-3 form
D. Commercial liability policy

4. Under the New York no-fault plan, what is the purpose of
the $50,000 limit?
A. To cover lost wages
B. To cover funeral expenses
C. To cover medical and rehabilitation expenses
D. To cover property damage

5. Which following might be considered an exclusion under
the BOP?
A. Property damage caused by fire
B. Injury to employees
C. Damage due to natural disasters
D. Theft of business property
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6. Which of the following is not eligible for a homeowner
policy?
A. A single family occupied dwelling
B. A non-owner occupied one family dwelling
C. A  condo unit
D. A rental apartment

7. Who may terminate a fidelity bond?
A. Employee
B. Employer
C. Employer or the surety
D. Only the surety

8. What does indemnity in insurance refer to?
A. A method of calculating premiums
B. Restoration of an insured to the same condition enjoyed

before a loss
C. A type of coverage
D. The process of investigating claims

9. Which claims are typically covered under a Commercial
General Liability (CGL) policy?
A. Claims that occur on premises owned or operated by the

insured
B. Claims related to products or completed operations
C. Claims that involve personal injury to the insured
D. Claims for damages experienced during transportation

10. Which term is used to describe the failure to act as a
reasonably prudent person would?
A. Negligence
B. Liability
C. Malpractice
D. Fraud
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1. C
2. A
3. B
4. C
5. B
6. B
7. C
8. B
9. B
10. A
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Explanations
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1. Where in an insurance contract would you typically find the
responsibilities of the insured?
A. Declarations
B. Exclusions
C. Conditions
D. Endorsements

In an insurance contract, the responsibilities of the insured are typically outlined in the
section known as Conditions. This section defines the obligations that the policyholder
agrees to when they enter into the contract with the insurer. These responsibilities can
include requirements such as promptly reporting claims, paying premiums on time, and
notifying the insurer of any changes that could affect coverage. The Conditions section is
crucial because it sets the framework for how both the insurer and the insured are
expected to behave throughout the policy term.  Other sections of the insurance contract
serve different purposes. The Declarations section provides specific details about the
policy, including the insured parties, coverage limits, and effective dates. Exclusions
outline what is not covered under the policy, thus reducing the potential liabilities of the
insurer. Endorsements are modifications or additions to the standard contract that might
change its terms or coverage, but they do not typically outline the general
responsibilities of the insured. Therefore, the Conditions section is the correct answer in
identifying where the responsibilities of the insured are specified.

2. In property insurance, what does ‘actual cash value’ refer
to?
A. Replacement cost minus depreciation
B. Full market value at the time of loss
C. Cost to replace with like kind and quality
D. Value assessed by an insurance adjuster

‘Actual cash value’ refers to the amount of money it would take to replace an asset today,
considering its depreciation. This understanding is critical in property insurance claims,
where the payout is often not based on the replacement cost of the item but rather
reflects how much it is worth after accounting for wear and tear.  By defining ‘actual
cash value’ as replacement cost minus depreciation, the calculation considers the
deterioration of the property over time and adjusts the payout accordingly. This means
that if an insured owner suffers a loss, the compensation would reflect the current value
of the property rather than its initial purchase price or cost to replace it entirely with a
brand new item.  In contrast, other definitions, such as full market value or replacement
cost with like kind and quality, do not accurately capture the essence of how actual cash
value is determined in most insurance policies. Understanding this distinction helps one
navigate claims effectively and sets proper expectations for outcomes based on the type
of valuation involved.
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3. Which coverage typically provides the highest limit for an
insured's rentals?
A. Personal property floater
B. Homeowner policy
C. DP-3 form
D. Commercial liability policy

The homeowner policy is designed to provide comprehensive coverage for personal
property, which typically includes various items kept at the insured's residence. Among
the options presented, homeowner policies generally offer the highest limits for personal
property, which encompasses rentals that the insured might have in their home. This is
especially true for policies that cover personal liability and additional living expenses in
the event that the home is uninhabitable due to a covered loss.  In contrast, the personal
property floater primarily provides coverage for high-value personal items that need
extra protection but may not necessarily cover rental property to the same extent. The
DP-3 form (Dwelling Property policy) focuses on residential properties but usually has
lower limits and does not address personal liability as comprehensively as a homeowner
policy. Meanwhile, a commercial liability policy is tailored for businesses and covers risks
associated with commercial operations rather than personal property coverage for
individuals. Thus, the homeowner policy stands out in providing the most robust rental
limits for insured parties.

4. Under the New York no-fault plan, what is the purpose of
the $50,000 limit?
A. To cover lost wages
B. To cover funeral expenses
C. To cover medical and rehabilitation expenses
D. To cover property damage

The $50,000 limit under the New York no-fault plan primarily serves to cover medical and
rehabilitation expenses incurred as a result of a motor vehicle accident. This structure is
designed to provide immediate and necessary financial support for treatment and
recovery without the need for proving fault, thus allowing injured parties to access care
promptly. The no-fault system aims to minimize litigation and expedite compensation for
victims.  While other expenses, such as lost wages and funeral expenses, may be covered
under different conditions, the primary focus of the $50,000 limit is on the medical and
rehabilitation costs, ensuring that individuals can pay for essential healthcare services
during their recovery process. This limit reflects the intent of the no-fault system to
prioritize the health and recovery of injured individuals rather than entangle them in
lengthy legal disputes.
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5. Which following might be considered an exclusion under
the BOP?
A. Property damage caused by fire
B. Injury to employees
C. Damage due to natural disasters
D. Theft of business property

In a Businessowners Policy (BOP), certain types of losses are typically excluded as part of
the coverage terms. One important exclusion is injury to employees. This is primarily
because employees are generally covered under workers' compensation insurance rather
than a general liability insurance policy like the BOP. Workers' compensation insurance
is designed to cover on-the-job injuries, ensuring that employees receive the care they
need while also protecting employers from lawsuits related to employee injuries.  While
property damage caused by fire (first option), damage due to natural disasters (third
option), and theft of business property (fourth option) can potentially be covered under a
BOP or specific endorsements, employee injury specifically falls outside of the scope of
coverage provided by a standard BOP, due to the reasons described.

6. Which of the following is not eligible for a homeowner
policy?
A. A single family occupied dwelling
B. A non-owner occupied one family dwelling
C. A  condo unit
D. A rental apartment

The accuracy of the answer lies in the understanding of the criteria that define eligibility
for coverage under a standard homeowner's policy. A homeowner policy is specifically
designed for owner-occupied properties. Therefore, residences must be occupied by the
owner rather than leased to tenants.  The single-family occupied dwelling, condo unit,
and rental apartment can qualify for certain types of homeowner's insurance, though in
some cases, limitations may apply regarding liability or coverage based on rental
arrangements. However, the critical distinction pertains to the non-owner-occupied
dwelling, which is not eligible for a homeowner policy because it does not meet the
owner-occupancy requirement fundamental to these types of policies. Instead, this type
of property would typically require a different policy, often classified as a dwelling policy
or landlord insurance, which specifically addresses the risks associated with rental
properties.   Understanding these distinctions is important for anyone in the field of
insurance, as it influences not only the type of coverage that can be obtained but also the
underwriting considerations that come into play when determining insurability.
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7. Who may terminate a fidelity bond?
A. Employee
B. Employer
C. Employer or the surety
D. Only the surety

The correct answer indicates that both the employer and the surety have the authority to
terminate a fidelity bond. A fidelity bond is designed to protect an employer from losses
caused by fraudulent or dishonest acts of employees.   The employer has the ability to
terminate the bond if they believe that the coverage is no longer necessary, for instance
if they no longer employ the individual covered by the bond or if the bond's terms are no
longer favorable.   On the other hand, the surety, which is the company that guarantees
the bond, also has the right to terminate the bond under certain conditions, such as if
there is a breach in the terms of the bond or if the risk associated with the bond has
changed.   Therefore, the combination of both the employer and the surety being able to
terminate the bond reflects the interests of both parties in maintaining risk management
and financial protection.

8. What does indemnity in insurance refer to?
A. A method of calculating premiums
B. Restoration of an insured to the same condition enjoyed

before a loss
C. A type of coverage
D. The process of investigating claims

Indemnity in insurance refers to the principle that seeks to restore the insured to the
same financial position they were in before a loss occurred. This means that, in the event
of a claim, the insurance policy will cover the costs associated with the loss, up to the
limits of the policy, thereby fulfilling the purpose of insurance—providing financial
protection without allowing the insured to profit from the loss.   This principle helps
ensure fairness in the claims process, as it prevents the insured from receiving an
amount greater than what they lost. The idea is to make the insured whole again by
compensating for their losses, rather than providing a windfall.   Understanding
indemnity is crucial for those in insurance, as it forms the foundation for how claims are
handled and the calculations that are made when determining payouts. Other aspects of
the insurance process, such as calculating premiums or investigating claims, are
separate from the concept of indemnity itself, emphasizing the focus on restoration
rather than profit.
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9. Which claims are typically covered under a Commercial
General Liability (CGL) policy?
A. Claims that occur on premises owned or operated by the

insured
B. Claims related to products or completed operations
C. Claims that involve personal injury to the insured
D. Claims for damages experienced during transportation

A Commercial General Liability (CGL) policy is designed to protect businesses from a
variety of liability claims that can arise from their operations. One of the primary
coverages offered by a CGL policy includes claims related to products or completed
operations. This means that if a business produces a product that causes injury or
property damage once it has left their control, the CGL policy can provide coverage.
Similarly, if a project is completed and subsequently causes harm to a third party, the
policy will also cover those situations.  This aspect of the CGL is crucial for businesses
because it helps shield them from claims arising after they have finished their work or
after their products have been sold and are in use by consumers. It is specifically
designed to address the risks associated with the products and services offered by an
insured entity, ensuring they have a safety net in place against potential lawsuits and
claims stemming from their operations.  In contrast, a few other claims mentioned, such
as personal injury to the insured or damages experienced during transportation, do not
fall under the typical coverage of a CGL policy. Personal injury claims involving the
insured would usually be addressed under different types of insurance policies, while
transportation-related damages might be covered under specific cargo or auto liability
insurance, not general liability. Claims

10. Which term is used to describe the failure to act as a
reasonably prudent person would?
A. Negligence
B. Liability
C. Malpractice
D. Fraud

The term that describes the failure to act as a reasonably prudent person would is
negligence. Negligence is a legal concept that implies a breach of duty that results in
harm or damage to another person. It involves a situation where an individual or entity
fails to meet the standard of care necessary to prevent harm, and this lack of care results
in consequences. In legal terms, this could arise in various contexts, such as negligence
in driving, medical negligence, or failure to maintain safe premises.  This understanding
of negligence is essential, especially in fields like insurance and law, as it forms the basis
for many personal injury claims and legal disputes. By establishing that a party acted
negligently, a plaintiff can often successfully claim damages for the harm suffered due to
another's failure to act appropriately.

 v-1758339566 | Page 12Sample study guide. Visit https://nygenadjuster10to70.examzify.com for the full version

SA
M

PLE


