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SIMULATED CASUALTY
AND LAW INSURANCE EXAM

PART | -MULTI —STATE CASUALTY

50 QUESTIONS

Read each question carefully and select the answer that best answers the question or statement posed.

Allot 105 minutes as your maximum time for successful completion of both Parts (I and I1). Do not consult the
answer key until you are completely finished with both Parts. After scoring, review each missed question and
try to determine why your answer was incorrect. This SSMULATED EXAM is an excellent fina step to passing
your actual state exam and must not be skipped.
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accessing it from www.dohrnit.com may print a copy solely for their personal usein the course of study.

1) Mary Moffit causes an accident and isliable 4) Additional or Supplementary payments under an
for the following expenses: Automobile policy refer to which of the following?
$40,000 for bodily injury 1) Payments made by the company which are
$30,000 for property damage beyond the limits of liability for legal
$ 2,000 for lost wages over 10 days to attend defense expenses
court
$5,000 for damage to traffic signal 1) Payments made be the company which are
$100 for an appeal bond beyond the limits of liability for the cost
$100 for bonds related to traffic violations of posting an appeals bond
Mary has a combined single policy with a limit of 60,000. [11) Payments made by the company which are
Which of the following is the maximum amount the insurance beyond the limits of liability for the cost of
company will pay? bodily injury to someone other than the
insured
A) $85,200
B) $75,000 A) | only
C) $62,200 B) Il only
D) $60,000 C) I and Il only

D) I, Il and Il only

2) The premium basis for aWorkers Compensation Policy
5) If an insured does not immediately notify the company of a

A) ismostly based on payroll taxes claim asrequired in a contract, the insurance
B) is mostly based on payroll company may
C) is mostly based on the number of employees
D) is mostly based on the revenues generated A) increase premium
by theinsured B) cancel the policy immediately
C) deny coverage
3) In addition to the named insured other parties may also be D) none of the above

covered. This section of an insurance contract which
listsall such other insured will be found in the

A) Definition of the Insured
B) Insuring Agreement

C) Declarations

D) Other Insured
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12) Workers Compensation policies cover all of the
following losses, EXCEPT

6) A construction company builds a deck for a homeowner
and six months after the job was finished the deck
crashes to the ground and causes damage to the
homeowner. Such an accidentisa A) employee medical expenses

B) income lost due to disability

C) reimbursement to the business owner for the lost

services of an insured key employee

D) cost associated with rehabilitating an

injured employee

A) Products and Completed Operations L oss
B) Operations Loss
C) Premises Loss
D) Contractual Loss 7) Theft is defined as
7) Theft is defined as 13) The coverage provided under an insurance contract can be
found in which of te following sections of a casualty
A) forcible removal of property contract?
B) forced entry and subsequent removal of property
C) vanished property for which thereisno
explanation

D) any act of stealing

A) Insuring Agreement

B) Conditions Clause

C) Declarations

D) Exclusions

8) Which of the following statements about the
Automobile Assigned Risk Program are accurate? 14) Workers Compensation Insurance Part One will provide
payment for all of the following situations, EXCEPT

1) The program decides which company is

assigned to a particular insured A) the worker’ s negligence contributed to his

I1) Several insurers are usually assigned to injury
share any losses created by asingle insured B) costs to defend the employer against third party
[11) Any agent can assign acompany to a lawsuits
specific insured C) the worker was hurt due to the negligence of a
coworker

A) | only
B) Il only
C) land Il only
D) I, Il and 1l

9) The unintentional actions of one individual which result in

causing injury to another individual isthe concept of

A) No fault

B) Carelessness
C) Legd Liahility
D) Negligence

10) Cliff Hanger owns an office supply store and has Premises

Burglary Insurance. Late one night atrusted
employee breaksinto the store and steals some office
furniture. The policy will

A) cover some of the loss

B) cover all of theloss

C) not cover the loss because such an act by
an employeeis excluded

D) not cover the loss because the worker had a
right to bein the store

11) Bodily injury includes all of the following concepts

EXCEPT

A) pain and suffering
B) libel

C) death

D) medical expenses

D) the worker was not properly trained to do
the task at which he was injured

15) An unidentified party boresadrill through alock to gain

entry to a store and steals merchandise. Theloss
involves which peril?

A) Fidelity
B) Robbery
C) Mysterious Disappearance
D) Burglary

16) Anitem which is missing without apparent

explanationisreferredto asa

A) Theft
B) Mysterious Disappearance
C) Robbery

D) Burglary

17) Under a personal auto policy, if the insured drives his

vehicle over alarge rock, damage is paid under
which coverage?

A) Medical Payments

B) Callision

C) Comprehensive

D) Bodily injury and Property Damage



18) According to an automobile insurance contract, the
insured owes a duty to do which of the following
after an accident?

A) Contact the police immediately

B) Complete an accident report with the
Department of Motor Vehicles

C) Contact the Insurance Company as soon as
possible

D) Take the vehicle to an auto body repair shop
immediately for a damage estimate

19) A Products and Completed Operation Form will
cover which of the following?

1) Injury which happens after the possession of a
product has been relinquished
I1) Injury caused by a defective product
[11) Injuries caused by a brewing company who
makes a batch of beer that turns rancid
because of a bottling error.

A) | only
B) Il only
C) I and Il only
D) I, Il and I11

20) A building subcontractor is hired to install central

heating into a building which is being contracted. As

the subcontractor isremoving the heating unit from
its container, it slips and falls out and is damaged.
Which of the following coverages, if any, will
protect such aloss?

A) Negligence Liability

B) Commercia General Liability
C) Products Liability

D) None of the Above

21) “Hold Harmless” agreements can create an exposure to
loss which is best covered by which of the following
types of insurance?

A) Contractual Liability

B) Completed Operations Liability
C) Advertising Liability

D) None of the Above

22) An auto policy has a combined single limit of $1,000,000
for Bodily injury and Property damage. If three
parties are hurt and incur $500,000 of bodily injury
per victim, the policy will pay a maximu m of

A) $ 500,000
B)$ 800,000
C) $1,000,000
D) $1,800,000
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23) “Replacement cost minus physical depreciation” is
the definition of

A) Actual Cash Value
B) Replacement Cost
C) Pro Rata Liability
D) Coinsurance

24) The sections of a casualty insurance contract which names
the parties to the agreement iscalled the

A) Insuring Agreement
B) Conditions

C) Declarations

D) Liability Section

25) The portion of an insurance contract which sets forth the
duties and rights of theinsured and of theinsurance
company is

A) Exclusions
B) Conditions
C) Waivers

D) Declarations

26) Who is considered the insured under coverage from a
Fidelity Bond?

A) An employee
B) A creditor

C) An employer

D) A subcontractor

27) Clara Clumsy was the at-fault driver in an accident with
Vinnie Victim. Vinnie's car wasdestroyed and he
received $50,000 for his bodily injuries while the
passenger in his car, William Whiplash incurred
$10,000 in medical expenses. Clara's auto policy has
Boadily Injury coverage of $30,000 per person and
$60,000 per accident and Property damage coverage
of $5,000. Her policy will pay a  maximum of

A) $45,000
B) $50,000
C) $60,000
D) $65,000

28) Under all of the following coverage forms, payment will
be made only to an insured with the exception of

A) afidelity blanket bond

B) bodily injury and property damage liability
C) commercial property building

D) auto other than collision coverage



29) A manufacturer makes toy riding vehicles for small
children. If atoy is made defectively and resultsin
the bodily injury of achild, which of the following
coverages, if any, will provide protection?

A) Contractors Liability

B) Commercial General Liability
C) Workers Compensation

D) None of the above

30) Robert Reckless is at-fault in an auto accident with Sally
Sherbet and Sally’ sinsurance company pays her
claim and then legally goes after Robert to recover.
Thisisan example of

A) Pro Rata Liability
B) Subrogation

C) Appraisal

D) Negligence

31) Aninsurance company’s representative inspects an

insured building and notices loose carpeting on some

of the stairs. Thisconditionis known asa

A) peril

B) risk

C) legal liability
D) hazard

32) The Commercial General Liability policy will
cover which of the following loss exposures?

1) Premises Liability
I1) Insured Contracts
[11) Completed Operations

A) | only

B) Il only

C) I and I11 only
D) I, Il and 11l

33) Losses which arise out of which of the following
operations will be covered in a Commercial
General Liability policy?

1) Those which are business and personal
I1) Those which happen on the insured premises
[11) Those which happen away from the insured

premises
A) Il only
B) Il only
C) Il and 111 only
D) I, Il and I11
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34) An event which takes place instantly and is unforeseeable
isan example of

A) an occurrence
B) an accident
C) an arbitration
D) asubrogation

35) Aninsured shall not gain economically from apolicy in
the event of loss. Thisisthe

A) Principle of Liberalization

B) Principle of Indemnification
C) Principle of Quid Pro Quo

D) Principle Assumption of Risk

36) Under a personal auto policy, if the insured’ s vehicle has a
rock fly through her windshield, damageis paid due
to which coverage?

A) Medical Payments

B) Collision

C) Comprehensive

D) Bodily Injury and Property Damage

37) Theterm “Occurrence” includes all of the following
concepts EXCEPT

A) Itisatime specific event

B) It can be arepeated exposure

C) It can be a continuous exposure

D) Itis amuch broader term than accident

38) Under an automobile policy a deductible applesto which
of the following policy

A) Medical Payments

B) Physical Damage

C) Car Rentad

D) Property Damage Liability

39) Written agreements can lead to legal liability. Toinsure
against such loss exposure the insured should
purchase

A) Completed Operations Liability form
B) Advertising Liability form
C) Contractual Liability form
D) Errorsand Omission form

40) Under a personal auto policy, if the insured’ svehicle
comes into contact with amoose, damage is paid due
to which coverage?

A) Medical Payments

B) Callision

C) Comprehensive

D) Bodily Injury and Property Damage



41) “Liberalization” basically means

A) expanded policy coverageis granted to older
policy holders at no cost if anew form
includes broader coverage

B) expanded policy coverageis granted to older
policy holders at a discounted premium if a
new form includes broader coverage

C) court decisions which alter contract meanings
automatically change the contract to the
same interpretation

D) insurance companies are allowed to expand
premium cost and reduce coverage in
times of economic uncertainty

42) “uncertainty of loss” is the basic definition of

A) Uninsurability
B) Risk

C) Indemnification
D) Gambling

43) An applicant for automobile insurance states that he has
not received a moving violation in the last 36 months.
This statement is an exampl e of

A) Warranty

B) Omission

C) Representation
D) Concea ment

44) Aninsured may cancel an automobile policy

A) At any time by notifying the company

B) Upon providing 10 days written notice to the
company

C) by completing the proper paperwork as required
by the company

D) by contacting the state department of insurance

45) Which of the following actionsisrequired by the Fair
Credit Reporting Act?

I) Aninsurance company must send a copy of a
credit report to an insured upon request

I1) Aninsurance company must notify an applicant in
advance if an inspection report will be
ordered.

[11) Aninsurance company may not use any
information which an applicant claimsis

inaccurate.
A) lonly
B) Il only
C) lanllonly

D) Il andll only

46) Under acasualty Insurance contract, if the insurance
company and the insured disagree onthe amount of
loss involved, which of the following will occur?

A) The claim is automatically denied

B) The insurance company pays whatever it decides
isfar

C) Each party selects an appraiser and each appraiser
agrees upon areferee

D) Each party gets two estimates and the average of
estimatesis the amount paid.

47) If an insured has more than one policy on the same
property with separate insurers, the contract provision
that will apply in the event of lossis

A) Indemnification
B) Subrogation

C) Over- Insurance
D) Pro Rata Liability

48) A newspaper carries $1,000,000 coverage for Personal and
Advertising Liability under theterms of a
Commercia General Liability policy. The editor of
the newspaper intentionally publishes a story which
he knows to be slanderous and false. The paper is
sued and ajudgment is entered against them for
$2,000,000. The policy will pay

A) $2,000,000
B) $1,000,000
C) $ 500,000
D) Nothing

49) Under a Commercial General Liability policy a
disagreement between the insurance company and the
insured regarding the loss amount can be settled by

A) A lawsuit

B) Subrogation

C) Averaging independent loss estimates from each
party to the dispute.

D) Arbitration

50) When acar is entered into by athief and an item of
equipment isremoved, coverage will exist under
which of the following?

A) Other than Collision (Comprehensive)

B) Collision

C) Burglary
D) Property Damage Liability
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SIMULATED CASUALTY
LAW INSURANCE EXAM

PART Il —ILLINOISLAW 45QuUESTIONS

Read each question carefully and select the answer that best answers the question or statement posed.

Allot 105 minutes as your maximum time for successful completion of both Parts (I and I1). Do not consult
the answer key until you are completely finished with both Parts. After scoring, review each missed question
and try to determine why your answer was incorrect. This SSMULATED EXAM is an excellent final step to
passing your actual state exam and must not be skipped.

© 2007 Entire Contents by Dohrn Insurance Training, Inc. All Rights Reserved. No portion of this document may
bereproduced, in any format or for any purpose of any kind without the express per mission of the owner. Persons
accessing it from www.dohrnit.com may print a copy solely for their personal usein the cour se of study.

1) A cancellation provision setting out the manner in which 5) Renewal, Nonrenewal and Cancellation Provision do not
policies may be canceled must beincluded in all of apply to which of the following
the following EXCEPT:
I) Contracts of reinsurance

A) An automobile policy I1) Surpluslinesinsurance
B) A homeowners policy [11) Homeowners policy
C) An ocean marine policy
C) A dwelling and contents policy A) | only
B) Both | and |1
2) If apolicy insures against fire and extended coverage and it O L, Ilandlll
has been in effect for 5 months, how much notice of D) Neither I, Il nor 111

cancellation prior to termination must be given by

the company, if the reason is other than nonpayment

of premium? 6) When the insured cancels apolicy and arefund is owed,
such arefund is paid by the company on a

A) at least 10 days

B) at least 15 days A) proratabasis
C) at least 30 days B) afull and complete basis
D) at least 60 days C) an administrative deduction policy

D) short rate basis
3) A notice of cancellation must be sent by registered mail to
7) All of the following statements concerning the

A) the Director of Insurance Nonrenewal of auto policiesistrue EXCEPT:

B) the insured at his address of record

C) to the address of the insured property A) Auto policies may not be canceled just because
D) anyone with an indirect insurable interest there are claims pending

B) Any appeals by the insured must be made within
20 days prior to cancellation

4) Nonrenewal of an auto policy is effective in how many C) If aninsured is cancel ed because of nonpayment,
days after an insurer supplies notice to the insured? a company must notify the insured about
potential eligibility under the Illinois Auto
A) 15 Insurance Plan
B) 20 D) A policy cannot be canceled because the writing
C) 30 agent has | eft the employ of the company

D) 45
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8) In which of the following automobile policies must a

cancellation provision be included?

A) A Policy covering five vehicles

B) Policies insuring automobiles at auto sales
agencies or repair shops

C) A personal automobile policy

D) Autos covered by the lllinois Auto Insurance Plan

9) The Illinois Automobile Insurance Plan offers coverage for

A) Uninsured motorists
B) Collision

C) Comprehensive

D) All of the above

10) The equipment exclusion applies to which of the

following policy type?

A) Extended Coverage

B) Fire Insurance

C) Automobile Insurance

D) Workers' Compensation Insurance

11) All of the following statements about the Defensive

Driving Discount are false, EXCEPT:

A) An Insured must be 55 years of age or older

B) Thereductionis effectivefor 2 years

C) It appliesto vehicles which are part of afleet

D) A motor vehicle violation within the last year will
not prevent the discount

12) A Personal Auto policy may be canceled more than 60

days after the effective dates for which of the
following reasons?

A) Theinsured’s divorce decree becomes final

B) Theinsured’ sdiverslicenseis suspended for a
DUI conviction

C) Theinsured changesreligions

D) Theinsured leaves teaching to become a hog
farmer

13) Underinsured Motorist Coverage can best be described as

A) Coverage when the other driver has no insurance
B) A “difference in coverage” up to prescribed limits
C) Protection against hit-and-run drivers

D) A program for low income families

14) Anemployeeis entitled to retroactive disability benefits

after how many weeks of disability?

A) One
B) Two
C) Three
D) Four

15) In al of the following situations, Uninsured Motorist
Protection provides coverage, EXCEPT:

A) When death or injury is caused by an uninsured
motorist

B) When death or personal injury occursto an
insured when heis a pedestrian

C) When death or injury is caused by a motorist who
has inadequate amounts of insurance

D) When death or injuries are caused in an accident
in which an uninsured driver is at fault

The following questions, numbers 16-46 represent a test of
your knowledge of the basic common content outline of
Illinois Insurance Law which is applicableto all line of
insurance authority.

16) If an insurance producer has his license revoked, he may
not apply for another license for which period of
time?

A) 6 months
B) 1year

C) 2 years
D) 3years

17) The general powers of the insurance director include
which of the following?

) Makerulesand regulations

1) Inprison offenders who violate
insurance laws

[11) Theright to approve or reject any
individual insurance applicant’s offer to an
insurance company for coverage.

A) lonly
B) landll only
C) landlll only

D) Neither I, Il nor Il

18) Jim violated an insurance regulation, had a hearing and
was notified his license would be suspended. What is
the maximum suspension Jim could receive?

A) 12 months
B) 24 months
C) 36 months
D) Thisisat the discretion of the Director

19) Karen was convicted of drug possession with the intent
to distribute, afelony in Illinois, on
May 1. What isthe latest point in time she hasto
notify the Director of Insurance of this conviction?

A) May 8

B) May 16

C) May31

D) Thereisno requirement to report any
conviction not involving insurance law or
regulations.



0) All of the following statements concerning commissions are
true except

A) Service fees must be in writing

B) Aninsured can be charged a service fee for the
processing of acancellation

C) Deferred commissions may be paid

D) A person must have a producer license to receive
insurance commission

21) What isthetotal number of times the same individual
may hold atemporary license in the same line of

authority?
A) Once
B) Twice

C) Threetimes
D) No more than once per decade

22) The continuing education requirement is best expressed
aswhich of the following?

A) 10 hours per year
B) 15 hoursevery two years
C) 30 hoursevery two years
D) 25 hours per year

23) Anindividual who wishesto sell Industrial life insurance
must obtain which type of license?

A) Limited Lines Producer

B) Producer

C) Temporary Insurance Producer

D) Temporary Licensein the Case of Death

24)  Jill moves her residence in Chicago from the north side
of town to the south side. According to insurance
regulation, Jill must notify the Director of insurance
within how many days of making this move?

A) 10
B) 20
C) 30
D) Atlicenserenewal time

25) Regarding an applicant who fails to pass an insurance
producer exam, which of the following statementsis
true

A) He must pay another compl ete test fee to retake
the test

B) He must successfully pass the entire exam upon
retaking, even if he passed any section

C) Heislimited to 4 attempts at passing in any 12
month period of time

D) Heiseligible for a partial refund of the testing fee

26) Examples of rebating include

1) Selling property insurance to schoolteachers
I1) Selling ahomeowners policy to an elected official
of amunicipal government
[11) Giving an insured afreeinfant car seat

A) | only

B) Il only

C) Bothl and Il

D) Neither I, 11 nor Il

27) The lllinois Insurance Guaranty Fund is designed to do
which of the following?

A) Protect policy owners from loss because of the
financial insolvency of insurance companies

B) To help otherwise uninsurable risks obtain some
form of basic coverage

C) Allow insurance companies to have some liquidity
in the event of financial panic

D) Enable insurance companies to exchange
information with each other about poor risks

28) Which statement(s) concerning the issuance of a
temporary license in the case of the death of a
producer is(are) true?

1) May beissued to the executor of a licensee’s

estate

I1) Maybe issued to the administrator of alicensee's
estate

[11) A person obtaining such alicense may solicit
new business

A) | only

B) Il only

C) Both1 AND Il

D) I, 1l and Il

29) Once an lllinois producer has obtained apolicy from a
company for delivery to aclient, heis authorized to
collect the first premium due on the contract within a
maximum of how many days?

A) 30
B) 45
C) 60
D) 9

30) In the normal course of business, an insurance
producer may do all of the following except:

A) Distribute brochures describing a competitor

B) Compare the relative strengths and weakness of a
competitor’ s policy

C) Mislead a client with respect to premium cost
between selected companies

D) Provide required documents



31) lllinois insurance law requires which of the

following, if any, to be licensed as insurance
producers?

A) An employee of an Employers Association
working with an insurer

B) Administrative and clerical employees of an
insurance company whose compensation is
not based on insurance sal es production

C) A marketing consultant

D) None of the above

32) Aninsurance producer may have his license revoked by

the lllinois Director of Insurance for all of the
following reasons except:

A) Conviction of a misdemeanor

B) Misappropriating client premiums

C) Willful violation of an insurance law

D) Engaging in fraudulent business practices

33) Any producer having his license revoked for cause could

be faced with any of the following disciplinary
actions, except

A) apossiblecivil penalty fineif the violation was
deemed willful

B) apossiblecivil penalty fineif the violation was
not willful

C) never being able to apple for a producer
license again

D) possible revocation or suspension of producer
licensing

34) Aninsurance producer can be fined for all of the

following actions concerning awritten order of the
Director except

A) personally violating the order

B) helping aco-worker to violate the order

C) following the order as directed

D) disregarding the order and violating it
unintentionally

35) “Controlled Business” appliesto al of the following

potential buyers except:

A) Theinsurance producer himself

B) Theinsurance producer’s best friend

C) Theimmediate family of the insurance producer
D) An employer of the insurance producer

36) An insurance producer is aweek latein renewing his

license. Asaresult,

A) fallswithin the 30 day grace period aslong as
he pays the fee within thistime.

B) hewill be unable to renew and must retake his
state licensing exam.

C) hehastwo yearsin which to reinstate his
lapsed license.

D) hewill berequired to pay adouble license
fee

37) A producer who enters active duty with the armed forces

of the US Military Service

A) loses hislicense and must retake
exam when serviceis complete.

B) iseligiblefor temporary licensing

C) Must pay a$150 biannual license fee

D) Must complete continuing education or lose his
license

38) To be qualified when initially applying for an

insurance producer license, the applicant must

A) satisfactorily complete a prelicensing course of
study certified by the department of
insurance

B) show appointment from an insurance company
admitted under Illinois law

C) prove he or she has a satisfactory credit rating

D) purchase a surety bond

39) Which of the following statements regarding the
authority of the insurance director is (are) true?

I) Thedirector hasthe authority to deny, revoke or
suspend a producer license.

I1) The director may subpoena and examine
witnesses under oath.

A) |-only
B) Il-only
C) Bothlandll

D) Neither I nor Il

40) All of the following statements about business entities are

true except

A) They may pay commissions

B) They must pay abiannual license fee
C) They may hire producers

D) They never need a producer license



41) All of the following are unfair claims practices on the part

of insurance companies except:

A) Trying to settle aclaim on the basis of an altered
application

B) Unfairly delaying the payment of aclaim

C) Seeking to enforce the contractual provisions of a
policy against the policyholder

D) Not providing required claims forms and
instructions on how to use them

42) A person who sellsinsurance without any license

A) Isquilty of committing a Class A misdemeanor

B) Cannot be imprisoned

C) Isgquilty of aClass 4 felony

D) Isnot breaking any rule aslong as the
commission is generated solely for a
recognized charity

43) Which of the following statements regarding an

insurance producer license is not accurate?

A) It isaperpetual license

B) Thereisno annual fee

C) Continuing education requirements must be
fulfilled by renewal time

D) Individuals convicted of misdemeanor violations
will be automatically denied alicense

44) A candidate for a casualty producer license must

successfully complete a minimum of how many
hours of prelicensing with a certified course
provider?

A) 75
B) 10
C) 15
D) 30

45) When a producer establishes a Premium Fund Trust

Account all of the following actions are rule
violations except

A) maintaining the account with a Federal
Savings and Loan located in lowa

B) placing personal assetsin the account along
with premiums

C) letting the balance fall below the amounted
deposited less any funds lawfully
withdrawn

D) returning premiums due to insureds
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