
Rhode Island Casualty
Property Practice Exam
(Sample)
Study Guide

Everything you need from our exam experts!

Sample study guide. Visit https://ricasualtyproperty.examzify.com



Copyright © 2025 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.

1Sample study guide. Visit https://ricasualtyproperty.examzify.com for the full version

SA
M

PLE



Questions

2Sample study guide. Visit https://ricasualtyproperty.examzify.com for the full version

SA
M

PLE



1. Under which condition can an insurer impose penalties?
A. Whenever they deem it necessary
B. For violating state insurance laws
C. During natural disasters
D. Only after multiple complaints

2. What is a peril in insurance terms?
A. A specific risk or cause of loss covered by the policy
B. The total value of insured items
C. An action taken by the insurer
D. A type of limited liability

3. What is a cease and desist order?
A. A type of insurance policy
B. An administrative or judicial order prohibiting illegal

activities
C. A warning about potential risks
D. A voluntary agreement between parties

4. What is the primary responsibility of an insurance
adjuster?
A. To issue insurance policies
B. To investigate and evaluate claims
C. To manage insurance premiums
D. To sell insurance products

5. What is the meaning of "duty to defend" in a liability
insurance policy?
A. Insurer's obligation to settle a claim
B. Insurer's requirement to investigate a claim
C. Insurer's responsibility to defend claims regardless of

outcomes
D. Insurer's option to deny coverage
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6. What does an insurer's failure to respond to a claim in 30
days indicate?
A. Efficiency in claims processing
B. Potential unfair claim practices
C. Normal industry practice
D. An indication of policy termination

7. How is 'actual cash value' calculated?
A. Replacement cost plus depreciation
B. Replacement cost minus depreciation
C. The original purchase price of the item
D. The market value at the time of loss

8. What is business interruption insurance designed to cover?
A. A type of coverage that compensates for lost income due to

business operations being interrupted by a covered event
B. Coverage that protects physical assets against theft
C. A policy that provides funds for hiring additional staff
D. A type of coverage that includes only property damage

9. How is the term 'exclusion' defined in an insurance policy?
A. A reduction in coverage limits
B. Specific conditions or circumstances that are not covered by

the policy
C. A mandatory coverage offered by the insurer
D. An extra premium charged for additional coverage

10. Why might an insurance company send a 'Trailing
Notice'?
A. To advertise new policies
B. To update about policy changes
C. To offer premium discounts
D. To inform about payment reminders
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Answers
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1. B
2. A
3. B
4. B
5. C
6. B
7. B
8. A
9. B
10. B
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Explanations
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1. Under which condition can an insurer impose penalties?
A. Whenever they deem it necessary
B. For violating state insurance laws
C. During natural disasters
D. Only after multiple complaints

An insurer can impose penalties primarily for violating state insurance laws. This is
because state insurance regulations are designed to protect consumers and ensure
fairness in the insurance market. When an insurer fails to comply with these laws, it
undermines the integrity of the insurance industry, potentially harming policyholders
and the public.  Penalties for violations can range from fines to revocation of the
insurer's license to operate within the state. Regulatory agencies monitor compliance
and take action when insurers do not adhere to the established laws and guidelines. This
regulatory framework ensures that companies operate ethically and maintain a standard
of service that serves the interest of policyholders.  Conditions such as deeming actions
necessary, occurrences during natural disasters, or after receiving multiple complaints
do not specifically give insurers the authority to impose penalties. Penalties stem from
regulatory non-compliance, emphasizing the importance of adhering to established laws
governing the insurance industry.

2. What is a peril in insurance terms?
A. A specific risk or cause of loss covered by the policy
B. The total value of insured items
C. An action taken by the insurer
D. A type of limited liability

In insurance terminology, a peril refers to a specific risk or cause of loss that is covered
by an insurance policy. Understanding this concept is crucial for both policyholders and
insurers, as it defines the scope of protection provided by the policy. For example,
common perils in property insurance include fire, theft, and weather-related events like
storms. When a policyholder files a claim, it is typically evaluated against these identified
perils to determine whether the loss is covered under the terms of the policy.  This
definition is critical as it helps individuals know what types of incidents their insurance
will address, which influences their decision on selecting appropriate coverage. Other
options presented do not accurately capture the insurance definition of peril; for
instance, the total value of insured items pertains more to how much coverage is needed
rather than what is being covered. Similarly, actions taken by the insurer or types of
limited liability relate to the operational aspects of insurance rather than defining perils
themselves. Understanding perils ensures that insured parties can protect themselves
effectively against unexpected events.
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3. What is a cease and desist order?
A. A type of insurance policy
B. An administrative or judicial order prohibiting illegal

activities
C. A warning about potential risks
D. A voluntary agreement between parties

A cease and desist order is indeed an administrative or judicial order that prohibits
individuals or entities from continuing actions that are deemed illegal or harmful. It
serves as a formal directive to stop certain activities which may violate laws or
regulations, thereby protecting the rights of affected parties or the public interest. For
example, a cease and desist order might be issued to an individual or business that is
engaging in unfair competition or infringing on intellectual property rights, compelling
them to halt those actions immediately.  In contrast to other options, a cease and desist
order is more than just a warning about potential risks; it requires compliance to stop
specific behavior. It is also distinctly different from a type of insurance policy, which
provides financial protection against various risks, or a voluntary agreement between
parties, which often signifies a mutual decision rather than an enforced prohibition on
conduct. Understanding the nature of cease and desist orders is crucial in legal contexts
and regulatory compliance.

4. What is the primary responsibility of an insurance
adjuster?
A. To issue insurance policies
B. To investigate and evaluate claims
C. To manage insurance premiums
D. To sell insurance products

The primary responsibility of an insurance adjuster is to investigate and evaluate claims.
Adjusters play a crucial role in the claims process by assessing the circumstances of a
claim, determining the validity of the claim, and estimating the amount of loss or
damage. Their investigation may involve interviewing the policyholder, reviewing police
reports, consulting with experts, and examining any relevant documents or physical
evidence.  This role is essential for insurance companies to ensure that they pay
legitimate claims while protecting themselves from fraudulent ones. The evaluation
process helps in making informed decisions regarding claim payments and settlements,
ensuring that both the policyholder’s and the insurer’s rights are respected.  Other
options involve functions that are outside the scope of an adjuster's responsibility.
Issuing insurance policies, managing premiums, and selling insurance products are
typically the roles of agents or underwriters, who focus on different aspects of the
insurance business.
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5. What is the meaning of "duty to defend" in a liability
insurance policy?
A. Insurer's obligation to settle a claim
B. Insurer's requirement to investigate a claim
C. Insurer's responsibility to defend claims regardless of

outcomes
D. Insurer's option to deny coverage

The concept of "duty to defend" in a liability insurance policy refers specifically to the
insurer's responsibility to provide a legal defense for the insured against claims made in
a lawsuit, regardless of the eventual outcome of that case. This duty is a fundamental
aspect of liability insurance because it ensures that the insured is protected against the
costs associated with defending themselves against legal action.  The insurer is obligated
to defend the insured whenever there is a potential for coverage under the policy. This
means that as long as the allegations in the lawsuit fall within the scope of the policy’s
coverage, the insurer must appoint legal counsel and cover the defense costs. This
requirement exists even if the allegations are ultimately found to be without merit,
illustrating the broad nature of this duty. The rationale behind this duty is to provide the
insured with peace of mind during legal challenges, ensuring they have the resources
necessary to navigate potentially complex and costly legal disputes.  In context, the other
options do not align with the definition of "duty to defend." For instance, while an insurer
may have an obligation to settle or investigate claims, those actions stem from different
responsibilities under the policy and do not capture the essence of the "duty to defend."
The option suggesting the insurer has an option to deny coverage

6. What does an insurer's failure to respond to a claim in 30
days indicate?
A. Efficiency in claims processing
B. Potential unfair claim practices
C. Normal industry practice
D. An indication of policy termination

An insurer's failure to respond to a claim within a 30-day period is often indicative of
potential unfair claim practices. Many regulations and industry standards dictate that
insurers must promptly acknowledge and respond to claims to ensure fair treatment of
policyholders. When an insurer does not align with these timelines, it raises concerns
regarding their commitment to handling claims fairly and efficiently, indicating that they
might not be following proper procedures prescribed by state regulations.    This delay
can lead to negative implications for the insured, such as financial hardship or a lack of
trust in the insurer's ability to uphold their obligations. Therefore, recognizing this
timeframe as a signal of unfair claim practices is critical in assessing the insurer's
operational integrity and commitment to policyholder rights.
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7. How is 'actual cash value' calculated?
A. Replacement cost plus depreciation
B. Replacement cost minus depreciation
C. The original purchase price of the item
D. The market value at the time of loss

Actual cash value (ACV) is determined by taking the replacement cost of an item and
subtracting depreciation. This calculation reflects the current value of the property by
considering both how much it would cost to replace the item at today’s prices and
accounting for any reduction in value due to wear, tear, and age.   In this context,
replacement cost refers to the amount it would take to replace an asset with a new one of
similar kind and quality. However, since items typically lose value over time due to
physical deterioration and obsolescence, depreciation is deducted from the replacement
cost to arrive at the actual cash value.   This method provides a fair assessment of the
property's worth at the time of loss, ensuring that the insured receives a payment that
adequately reflects the value of the property after considering its condition.

8. What is business interruption insurance designed to cover?
A. A type of coverage that compensates for lost income due to

business operations being interrupted by a covered event
B. Coverage that protects physical assets against theft
C. A policy that provides funds for hiring additional staff
D. A type of coverage that includes only property damage

Business interruption insurance is specifically crafted to compensate a business for lost
income that occurs when operations are halted due to a covered event, such as a fire or
natural disaster. This type of insurance is vital because it helps businesses recover
financially during periods when they cannot operate as usual. By providing a safety net
for lost revenue, it allows businesses to cover fixed expenses like rent, utilities, and
payroll, ensuring they can remain solvent until they can resume normal operations.  The
other options focus on different types of insurance coverage, but they do not address the
primary purpose of business interruption insurance. For example, protecting physical
assets against theft or providing funds for hiring additional staff are not the main
functions of this insurance. Similarly, a policy that only covers property damage does not
encompass the financial losses related to the interruption of business activities.
Therefore, option A accurately represents the essence and intent of business interruption
insurance.
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9. How is the term 'exclusion' defined in an insurance policy?
A. A reduction in coverage limits
B. Specific conditions or circumstances that are not covered by

the policy
C. A mandatory coverage offered by the insurer
D. An extra premium charged for additional coverage

In an insurance policy, 'exclusion' refers to specific conditions or circumstances that are
not covered by the policy. This inclusion identifies certain risks that the insurer will not
assume, which helps to clarify the limits of coverage provided. Exclusions are critical
because they define the scope of what is protected under the policy and allow both the
insurer and the insured to understand which situations are outside the purview of the
coverage.  By clearly outlining these exclusions, insurers manage their risk and limit
their liability, while building trust with policyholders, as it sets clear expectations about
coverage. This is particularly important for policyholders to understand, as it allows them
to evaluate whether they need additional coverage or a separate policy for circumstances
that may not be included in their current insurance agreement.

10. Why might an insurance company send a 'Trailing
Notice'?
A. To advertise new policies
B. To update about policy changes
C. To offer premium discounts
D. To inform about payment reminders

A 'Trailing Notice' is typically used by insurance companies to provide important updates
regarding policy changes or renewals. This notice can inform policyholders about
modifications to their coverage terms, conditions, or any other relevant information that
significantly affects their policy.   For instance, if there are changes in the coverage
limits, endorsements added, or alterations in exclusions, a trailing notice serves to
ensure that the insured is kept informed and can make decisions based on the most
current information. This promotes transparency and helps maintain a good relationship
between the insurer and the insured.  While advertising new policies, offering premium
discounts, or sending payment reminders may also be essential functions for an
insurance company, they do not align with the specific purpose of a trailing notice, which
focuses primarily on updates related to existing policyholder agreements.
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