Property and Casualty
Insurance Practice Exam
(Sample)

Study Guide

BY EXAMZIFY

Everything you need from our exam experts!

This is a sample study guide. To access the full version with hundreds of

questions,




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any
means, graphic, electronic, or mechanical, including photocopying,
recording, web distribution, taping, or by any information storage retrieval
system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain from reliable
sources accurate, complete, and timely information about this product.

Sample study guide, visit https://propertyandcasualty.examzify.com
for the full version with hundreds of practice questions



Table of Contents

Copyright ..o e s eeaaes
Table of Contents ...........ccccciciiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieaan.
INtroducCtion ..........cccciiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiiieieieaeaaas
How to Use This Guide ............cccoveiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiininaas
[0 11 =77 5 0 ) 4 1t
ANSWERT'S .oiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiieieeseaseaseasososoasonsoassasonsonsonssnssnsons
EXplanations ..........ccooiiiiiiiiiiiiiiiiiiiiiiiiiiiniiietiietinseiaeosnconsconsenasonnes

LN T ] 1= 0 1

Sample study guide, visit https://propertyandcasualty.examzify.com
for the full version with hundreds of practice questions



Introduction

Preparing for a certification exam can feel overwhelming, but with the
right tools, it becomes an opportunity to build confidence, sharpen your
skills, and move one step closer to your goals. At Examzify, we believe
that effective exam preparation isn’t just about memorization, it’s about
understanding the material, identifying knowledge gaps, and building
the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional
certification, or entry-level qualification, this book offers structured
practice to reinforce key concepts. You’ll find a wide range of
multiple-choice questions, each followed by clear explanations to help
you understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and
aligned with the types of questions and topics commonly found on
official tests. It’s ideal for learners who want to:

¢ Practice answering questions under realistic conditions,
e Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

e Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but
alongside other resources like flashcards, textbooks, or hands-on
training. For best results, we recommend working through each
question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question
right the first time, it’s about learning from your mistakes and improving
over time. Stay focused, trust the process, and know that every page you
turn brings you closer to success.

Let’s begin.
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How to Use This Guide

This guide is designed to help you study more effectively and approach
your exam with confidence. Whether you're reviewing for the first time
or doing a final refresh, here’s how to get the most out of your Examzify
study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what
you need to focus on. Don’t worry about getting everything right, your
goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 - 45 minutes).
Review a handful of questions, reflect on the explanations, and take
breaks to retain information better.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got
it right. It reinforces key points, corrects misunderstandings, and
teaches subtle distinctions between similar answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions.
Revisit these regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without
pausing. Set a timer and simulate test-day conditions to build confidence
and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions
after a few days and revisit explanations to reinforce learning.

7. Use Other Tools

Pair this guide with other Examzify tools like flashcards, and digital
practice tests to strengthen your preparation across formats.
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There’s no single right way to study, but consistent, thoughtful effort
always wins. Use this guide flexibly — adapt the tips above to fit your
pace and learning style. You've got this!
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1. Under the Regular Flood Insurance Plan, how long is

property covered at an alternate location when removed for
protection?

A. 30 days
B. 45 days
C. 60 days
D. 75 days

2. In terms of insurance, what does nonrenewal signify?
A. It is a strict event leading to policy cancellation
B. It allows the insured to renew the policy without restrictions

C. It is less strict than cancellation but limits the insurer's
reasons

D. It automatically renews the policy for an additional term

3. What does an audit in the context of insurance involve?
A. Reviewing insurance claims only
B. Verifying the accuracy of financial records
C. Assessing property damage claims
D. Adjusting premiums for policyholders

4. Which of the following statements best describes a
contract?

A. A casual agreement between friends

B. A legal agreement promising a specific performance for
consideration

C. A document that can be broken at any time
D. A subjective arrangement between two parties

5. What defines the chance or uncertainty of loss in a
business context?

A. Risk

B. Exposure
C. Liability
D. Indemnity
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6. Which of the following does the Builders Risk Coverage
Form NOT cover?

A. Commercial buildings under construction
B. Residential buildings under construction
C. Completed structures ready for sale

D. Farm buildings under construction

7. What type of policy change does a Liberalization Clause
allow without additional premium?

A. Any changes that are intentional by the insured
B. Coverage changes applicable to all existing similar policies

C. Changes limited to endorsements specifically requested
D. Only changes that reduce coverage levels

8. What does the Fair Credit Reporting Act mandate
concerning consumer information?

A. Confidential reporting of consumer information
B. Immediate denial of credit based on scoring

C. Mandatory sharing of credit scores with all insurers
D. Public disclosure of consumer credit details

9. Which type of risks can insurance not protect against?
A. Pure Risks

B. Speculative Risks

C. Both Pure and Speculative Risks
D. Insurable Risks

10. In which scenario might a policyholder encounter a
deductible?

A. When a primary insurance company accepts a claim
B. When submitting a claim for a first-party loss
C. When their insurance policy has expired

D. When their policy is classified as excess insurance
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Answers
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Explanations
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1. Under the Regular Flood Insurance Plan, how long is

property covered at an alternate location when removed for
protection?

A. 30 days

B. 45 days
C. 60 days

D. 75 days

Under the Regular Flood Insurance Plan, property that is removed for protection is
covered at an alternate location for a duration of 45 days. This provision is particularly
important in flood insurance policies because it ensures that insured individuals have
temporary coverage for their belongings when they are moved away from a flood-prone
area to mitigate potential losses from flooding. The 45-day coverage period strikes a
balance between offering adequate protection during emergencies while also limiting the
insurer's exposure. After this period, coverage at the alternate location ceases unless the
property is relocated back to its original location, or further arrangements are made with
the insurance provider. Understanding these specifics is crucial for policyholders to
effectively manage their risks and know how to respond during flood emergencies.

2. In terms of insurance, what does nonrenewal signify?
A. It is a strict event leading to policy cancellation
B. It allows the insured to renew the policy without restrictions

C. It is less strict than cancellation but limits the insurer's
reasons

D. It automatically renews the policy for an additional term

Nonrenewal signifies that an insurance policy will not continue into the next term, often
based on certain conditions or limitations set by the insurer. This choice is correct
because nonrenewal typically happens at the expiration of the policy period and can
provide a rationale that differs from outright cancellation. While cancellation implies an
immediate end of coverage, nonrenewal suggests that the policy is not extended for
another term, often due to underwriting criteria, changes in risk, or changes in the
insured's circumstances. In this context, nonrenewal allows insurers to decline the
renewal of a policy without necessarily providing a strict or immediate cancellation of the
existing coverage. Insurers may have specific guidelines or requirements that determine
whether nonrenewal is appropriate, differentiating it from cancellation, which tends to
have a more stringent approach and immediate effect.
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3. What does an audit in the context of insurance involve?
A. Reviewing insurance claims only
B. Verifying the accuracy of financial records

C. Assessing property damage claims
D. Adjusting premiums for policyholders

In the context of insurance, an audit primarily involves verifying the accuracy of financial
records. This process is crucial in ensuring that the financial information reported by the
insured reflects the true nature of their operations and exposure to risk. By conducting
an audit, insurance companies can assess various factors, including the premium
calculations, risk classifications, and coverage limits. Audits help maintain compliance
with insurance contracts and determine if the insured has accurately reported their
exposure to risk, which directly affects their premiums. In an insurance audit, the focus
is not solely on claims or damage assessments; rather, it encompasses a comprehensive
review of financial documentation and operational procedures to ensure that all
underwriting information presented aligns with the actual business status. This
verification process is essential for the sustainability of the insurance model, as it helps
prevent fraud and misrepresentation. The other options refer to specific aspects of the
insurance process but do not encapsulate the broader purpose of an audit as a
verification of financial accuracy and compliance. Insurance claims and property
assessments belong to different functions within the insurance ecosystem, whereas
adjusting premiums is typically a result of findings from audits rather than the audit
process itself.

4. Which of the following statements best describes a
contract?

A. A casual agreement between friends

B. A legal agreement promising a specific performance for
consideration

C. A document that can be broken at any time
D. A subjective arrangement between two parties

A contract is fundamentally defined as a legal agreement between parties that outlines
specific obligations and performances that are enforceable by law. The essence of a
contract is its ability to create a binding obligation, which means that if one party fails to
fulfill their end of the agreement, the other party has the right to seek legal remedy. The
correct choice emphasizes this key aspect: a legal agreement promising a specific
performance for consideration. This means that contracts generally require that
something of value (consideration) is exchanged between the parties involved. The
promise of performance defines the terms of what each party has agreed to deliver or
uphold, which can include services, goods, or actions. The other options lack the
defining characteristics of a legally enforceable contract. A casual agreement between
friends may not contain the necessary formalities or intent to create legal obligations,
making it more likely to be an informal understanding rather than a contract. The
statement about a document that can be broken at any time suggests a lack of binding
authority, which contradicts the fundamental nature of a contract. Lastly, a subjective
arrangement implies that the terms may not be clear or legally relevant, which dilutes
the contract's capacity to enforce obligations clearly outlined by both parties. Therefore,
the statement that encapsulates the true nature
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5. What defines the chance or uncertainty of loss in a
business context?

A. Risk

B. Exposure
C. Liability
D. Indemnity

The term that defines the chance or uncertainty of loss in a business context is risk. In
insurance and business, risk refers to the potential that a loss will occur, along with the
variability of outcomes associated with that potential. Businesses face various risks,
including financial, operational, market, and credit risks, which can impact their
profitability and operations. Understanding risk is crucial for businesses as it helps
them identify, assess, and mitigate potential losses. Companies often evaluate the level of
risk associated with different activities or decisions to develop strategies that manage
potential negative outcomes. This can include purchasing insurance, which protects
against specific risks, thereby enabling businesses to operate with more certainty
regarding their financial future. Other terms like exposure, liability, and indemnity
relate to aspects of risk and insurance but do not directly define the concept of
uncertainty of loss. Exposure usually refers to the extent to which a business is subject to
loss, liability indicates legal responsibility for damages or loss, and indemnity involves
compensation for loss or damage. Understanding these distinctions is critical for
effective risk management in a business setting.

6. Which of the following does the Builders Risk Coverage
Form NOT cover?

A. Commercial buildings under construction
B. Residential buildings under construction
C. Completed structures ready for sale

D. Farm buildings under construction

The Builders Risk Coverage Form is specifically designed to cover buildings that are in
the course of construction, as well as materials, equipment, and fixtures that are
intended for use in the project. However, it does not extend coverage to structures that
have been completed and are ready for sale. When a building is completed, it is no
longer classified as a builders risk, and its coverage needs would shift to a standard
property insurance policy, which would protect against risks associated with owning and
operating the property rather than the construction risks covered by the Builders Risk
Form. Thus, when a completed structure is ready for sale, it falls outside the intended
purpose of the Builders Risk Coverage, making this option the one that the form does not
cover. On the other hand, commercial buildings, residential buildings, and farm
buildings that are still under construction are exactly what the Builders Risk Coverage is
meant to protect.
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7. What type of policy change does a Liberalization Clause
allow without additional premium?

A. Any changes that are intentional by the insured

B. Coverage changes applicable to all existing similar policies
C. Changes limited to endorsements specifically requested
D. Only changes that reduce coverage levels

The Liberalization Clause in an insurance policy allows for coverage changes that are
applicable to all existing similar policies without an additional premium. This means that
if an insurer introduces a new and more favorable coverage option to its policies, that
change can automatically apply to existing policies that are similar, effectively enhancing
the coverage of those policies at no extra cost to the policyholders. This clause is
designed to ensure that policyholders benefit from improvements in coverage without
having to pay more or amend their existing policies. It reflects the insurer's commitment
to treat all policyholders fairly and keep them informed of better coverage options as
they become available. The other options do not align with the function of a
Liberalization Clause. Changes that are intentional by the insured, specifically requested
endorsements, or changes that reduce coverage levels do not inherently reflect the
automatic enhancements provided for under the Liberalization Clause, which is
specifically about broadening or improving coverage generally offered.

8. What does the Fair Credit Reporting Act mandate
concerning consumer information?

A. Confidential reporting of consumer information

B. Immediate denial of credit based on scoring

C. Mandatory sharing of credit scores with all insurers
D. Public disclosure of consumer credit details

The Fair Credit Reporting Act (FCRA) mandates that consumer information be handled
with a high level of confidentiality and accuracy. This federal law was established to
ensure consumers have privacy regarding their credit information and to promote fair
and accurate reporting practices. Under the FCRA, consumer reporting agencies and
entities that use consumer reports must ensure the information is collected, maintained,
and shared in a responsible manner. Confidentiality is a key element of the FCRA, which
grants consumers the right to access their credit reports, dispute inaccuracies, and be
informed about any adverse actions taken based on their credit information. The law
aims to protect consumers from identity theft and unfair practices by ensuring that their
financial information remains private and is not shared without their knowledge or
consent. Understanding this framework helps illustrate how the FCRA contributes to a
fair credit environment by establishing standards for how consumer information is
managed and reported, ensuring that consumer rights are prioritized.
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9. Which type of risks can insurance not protect against?
A. Pure Risks
B. Speculative Risks
C. Both Pure and Speculative Risks
D. Insurable Risks

Insurance primarily covers pure risks, which are situations that involve the possibility of
loss or no loss, but not gain. These include risks like fire, theft, and natural disasters.
Pure risks are insurable because they present a predictable likelihood of loss, allowing
insurers to establish premiums and provide adequate coverage. On the other hand,
speculative risks involve the possibility of gaining or losing something, such as investing
in stocks or starting a new business venture. These risks are inherently uncertain and do
not fall within the realm of traditional insurance. Insurance is designed to protect
against losses that can be quantified and managed; therefore, speculative risks are
typically not insurable because they involve voluntary choices where individuals accept
the potential for both loss and gain. Thus, the correct answer identifies speculative risks
as those that insurance cannot protect against, as they fundamentally differ in nature
from the types of risks that insurance aims to cover.

10. In which scenario might a policyholder encounter a
deductible?

A. When a primary insurance company accepts a claim

B. When submitting a claim for a first-party loss
C. When their insurance policy has expired

D. When their policy is classified as excess insurance

A deductible is a specific amount that a policyholder must pay out-of-pocket before their
insurance coverage kicks in to cover the remaining costs associated with a claim. This
amount reduces the insurance company's payout and is a standard feature in many
insurance policies, including health, auto, and property insurance. When a policyholder
submits a claim for a first-party loss, they are typically involved in a situation where they
are claiming benefits for damages or losses to their own property. In this context, the
deductible comes into play, as it represents the portion of the claim that the policyholder
is responsible for paying before the insurance company contributes to the rest of the
covered expenses. The deductible is applied to ensure that the insured shares in the
costs, which discourages minor claims and helps keep insurance premiums manageable.
In scenarios involving the acceptance of a claim by a primary insurer or the expiration of
a policy, deductibles do not apply or are not a factor. Similarly, excess insurance
generally comes into effect after primary policies have paid up to their limits, typically
not imposing a deductible relative to claims made under a primary policy. Hence,
submission of a first-party loss claim is the scenario where encountering a deductible is
most relevant.
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Next Steps

Congratulations on reaching the final section of this guide. You've taken
a meaningful step toward passing your certification exam and advancing
your career.

As you continue preparing, remember that consistent practice, review,
and self-reflection are key to success. Make time to revisit difficult
topics, simulate exam conditions, and track your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love
to hear from you. Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:
https://propertyandcasualty.examzify.com

We wish you the very best on your exam journey. You've got this!
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