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Question: 1548

A telecom tower's wind load experiments produced parameters showing 5% gust-induced sway 
frequency but 51% structural failure severity (£2.9 million repairs). The risk level is gauged by?

A. Known perils in anemometer readings
B. High frequency of minor sways
C. Deterministic load thresholds
D. High severity despite low frequency

Answer: D
Explanation: Risk level is gauged through low frequency (rare failures) and high severity (extensive
repairs), a profile for catastrophe modeling in insurance. This contrasts high frequency (common sways)
or deterministic thresholds (set limits), highlighting the need for parametric triggers in coverage.

Question: 1549

Which of the following statements regarding the powers of the Financial Ombudsman Service is true?

A. The FOS can revoke insurance licenses
B. The FOS's decisions are binding on the insurer
C. The FOS can only recommend changes to company policies
D. The FOS can impose criminal penalties on insurers

Answer: B
Explanation: The Financial Ombudsman Service's decisions are binding on the insurer, meaning that they
must comply with the outcomes determined by the FOS regarding complaints.

Question: 1550

In a complex international scenario, GlobalTech Ltd., a multinational technology firm headquartered in
Singapore with subsidiaries across Europe and Asia, experiences a cyber-attack resulting in a £50 million
data breach affecting client records valued at £200 million in potential liabilities. The risk is deemed too
specialised for standard UK insurers, prompting the firm's risk manager to engage a Lloyd's Broker in
London to access the London Market's expertise in cyber liability coverage. Considering the London
Market's structure, which involves subscription policies where multiple syndicates underwrite portions
(e.g., lead syndicate at 40% with a £20 million line, followed by three followers at 20%, 25%, and 15%
⠊—‡ԉ਎༆आഔ܅फआІഔԚ̉̕਄ਉࠊ།ࠅ఍Ԝ㽑䄆ഄਔःЊ܅܆␭Ԋᔚȃ␥܅ਇ⨡ԃഈԔؓ਍ԄȊԹ̉ሊл̉܂



a minimum 15% reduction in carbon emissions disclosure for tech risks), what is the primary purpose of
the London Market in this national and international context?

A. Facilitating high-capacity, specialised insurance for complex global risks beyond domestic markets,
leveraging international reinsurance networks and ESG-compliant syndicates to distribute £50 million
exposures efficiently.
B. Acting exclusively as a reinsurance exchange for UK-based composite insurers, limiting access to
brokers without a minimum £100 million annual premium turnover.
C. Primarily serving as a retail hub for standard personal lines insurance within the UK, focusing on low-
value claims under £10,000 with minimal international involvement.
D. Providing mandatory coverage for all EU-domiciled firms under Solvency II directives, with premiums
calculated at a fixed 2% of global turnover regardless of risk profile.

Answer: A
Explanation: The London Market serves as a global centre for insuring large, complex, and specialised
risks that exceed the capacity or expertise of standard national insurers, as demonstrated in the GlobalTech
scenario where a £50 million cyber risk with £200 million liabilities requires the Market's subscription
model for layered underwriting. Nationally, it supports the UK economy by generating over £100 billion in
̍ഏ̑Ԛऊᔆ༕܅⠚ਉԤ┤ⴅ㙈ㄅऊᨌऄܪԃഈԊᔚᄌ∆ഔԩ┡┥┅ᨉఐਇ܆఍̑؍܅ԄȊԟ؄∅ఐԷ఍ࠌഡԫȆᄊ
internationally, it handles 20% of global specialty insurance through networks like Xchanging and
international syndicates, incorporating ESG parameters such as the 15% emissions disclosure to align with
␥␭ԯ㠱Ԕ༆ࠊᄆഊ܅఍ԇ༇Ѓ̘؍ᄊԏഈਉ⬉؍؄ᐠԗȆ܅ᨏचఇਅ਍܏ऊ܅ਐဆଆ਍ЅआܒԄःഇညअဌऀ
multinational entities, reducing basis risk through tailored wordings and access to 100+ syndicates, unlike
retail-focused or reinsurance-only models.

Question: 1551

A business owner fails to disclose a previous denial of insurance on a proposal form. Which of the
following best describes the effect of this non-disclosure under the principle of utmost good faith? 

A. It will have no effect unless it is proven that the denial is material to risk assessment.
B. It may give the insurer grounds to avoid the policy or refuse claims due to breach of good faith.
C. The insurer is automatically required to accept the risk regardless due to consumer protection laws.
D. It is irrelevant if the insurer had the ability to discover that denial through other means.

Answer: B
Explanation: Non-disclosure of material facts such as previous denial of insurance breaches the principle of
utmost good faith. The insurer relies on full transparency to assess risk. Such a breach allows the insurer
to avoid the contract or deny claims since the insured has compromised the insurer’s ability to evaluate the
risk accurately. 

Question: 1552



If a principal is found to have not compensated their agent for expenses incurred during negotiations,
which of the following applies?

A. The principal can revoke the agent's authority.
B. The agent can sue for breach of contract.
C. The agent must forfeit their commission.
D. The principal is not liable for any expenses.

Answer: B
Explanation: The agent can sue for breach of contract if the principal fails to compensate them for
expenses incurred during negotiations. This ensures that agents are reimbursed for costs associated with
performing their duties.

Question: 1553

㘍ԃԤ┤ⴅ܄ఋህࠊ؍ᔍ؄∅ᨌᄆଢԐఉԃԉ਄̆ᄊडԐᄌఈԈਇЉఢ؍┅┥┡✩܅ጊഄఉ∅ጃᄏਈԃЅଌ܄℅᠏Ѐ
market resale was £50,000. Settlement is based on what to exemplify indemnity's economic focus?

A. Replacement cost at £40,000
B. Depreciated stock value
C. Original purchase price only
D. Resale market value of £50,000

Answer: A
Explanation: For trading stock, indemnity uses replacement cost to sustain business continuity, £40,000
here, as insurable interest ties to economic replacement. This prevents profit from lost markup, illustrating
the principle's adaptation to commercial realities via FIFO/LIFO methods.

Question: 1554

A property insurer employs a catastrophe simulation tool like RMS, inputting parameters for wind speeds
>100km/h (frequency 0.02/year) and deductibles of 2% property value, yielding expected losses of £8
million. The critical risk factor here is?

A. Spatial correlation in hurricane paths
B. Inflation adjustments in rebuild costs
C. Moral hazard from under-maintained roofs
D. Basis risk in index-based parametric triggers

Answer: A



Explanation: Spatial correlation is pivotal, as hurricane paths link perils across properties, inflating severity
beyond moral hazards (behavioral) or basis risk (mismatches). Frequency-severity modeling via
simulations helps set cat bonds to transfer peak accumulations.

Question: 1555

What characteristic defines material circumstances that must be disclosed under the duty of fair
presentation? 

A. Circumstances that increase the risk by any measurable degree.
B. Facts that would influence the judgment of a prudent insurer in deciding whether to accept the risk or
on what terms.
C. Only circumstances expressly requested by the insurer.
D. Any information related to the insured’s business, regardless of relevance.

Answer: B
Explanation: Material circumstances are those that would affect a prudent insurer’s decision about whether
to accept the risk and on what terms (price, conditions). They exclude irrelevant details and emphasize
meaningful risk factors that impact underwriting judgments. 

Question: 1556

In synthetic biology bio-hazard policy, lab submits containment protocols with premium bond. Insurer
accepts conditional on biosafety level verification. Lab agrees but requests phased verification for scale-up.
Containment breach pre-phase. As:

A. Phased request conditional
B. Protocols unconditional
C. Bio policies waive
D. Bond fulfilling

Answer: A
Explanation: Bio-hazards condition on levels; phasings counter. Safeguards experimental risks.

Question: 1557

What are the potential consequences for an insurance firm failing to comply with regulatory requirements?

A. Increased consumer trust and loyalty.
B. Legal action, fines, or restrictions on business operations.



C. Enhanced reputation in the financial market.
D. Automatic renewal of all licenses without review.

Answer: B
Explanation: Non-compliance with regulatory requirements can lead to severe consequences for insurance
firms, including legal action, substantial fines, and restrictions on their ability to operate. Regulators
enforce compliance to protect consumers and maintain the integrity of the financial system, and firms that
fail to adhere to these standards face significant repercussions.

Question: 1558

In a 2024 Geneva Association study, an airline transfers turbulence injury risks (n=300 flights, p=0.009,
£25,000 claim, compound Poisson λ=2.7, claim size lognormal). Expected £67,500 has SD £150,000;
pooled with 6,000 flights, SD £15,000, premium £54,000. Define the transfer mechanism:

A. Hedging via fuel derivative offsets
B. Outsourcing of pilot training mandates
C. Barter of liability defenses for coverage
D. Swap of probabilistic losses for deterministic premiums

Answer: D
Explanation: The mechanism transfers probabilistic turbulence losses (compound Poisson variance
λE[X²]= high SD £150,000) for deterministic £54,000 premiums, stabilized by pooling to match expected
£67,500 claims. Geneva 2024 data on 11% injury rises underscores its role in airline solvency.

Question: 1559

ㄅ␥␭ԋ఍Њഄ܅ᨌᄆଢԄਉᔞԼ㘍܏ऊअଂఌ܅܊ऊᨃ؉ਉ㈅ഌԃᄄਉഃІጊ‼Հఉԋ఍܏ᔊअᰓ਻ࠃ܅ᔃᐊࠀ
sofa, why potentially unfair?

A. Matches indemnity value
B. Prominent in renewal notice
C. Excludes subrogation
D. Limits consumer choice significantly

Answer: D
Explanation: Terms excluding consumer rights (e.g., choice) to detriment are unfair if imbalanced. Forcing
repairer limits Eve's options, potentially inferior service. CRA s.62/63; IF1 explains importance in
protecting against insurer-favoring terms in contracts.



Question: 1560

In a scenario where a mid-sized UK property insurer, ABC Insurance Ltd., faces an unprecedented £50
ᔆᄑ،അ଑̆ᔇԚ̢ఏЅဉకԫ؈ਇᨉਃࠅထఌࠆഔԆഅЂਅ㤆ࠇ̍ࠑԉਔ،അࠏआഔՇ䐅␥␭℅ऊ܏ᄄ؍ᐅ؍ԃԤ♂
deviation from their projected annual loss ratio of 65%, the CEO reviews their facultative reinsurance
treaty with parameters including a 70% retention rate and excess of loss cover up to £30 million per event.
What is the primary purpose of this reinsurance arrangement in stabilizing ABC Insurance Ltd.'s financial
position?

A. Expanding the insurer's product offerings to include flood-specific endorsements without additional
capital outlay
B. Transferring complete liability for all flood-related claims to a third-party reinsurer to eliminate
administrative overhead
C. Protecting the insurer's solvency by capping exposure to catastrophic losses and ensuring regulatory
capital adequacy ratios remain above PRA thresholds
D. Enabling rapid claims settlement to maintain customer satisfaction metrics above 90%

Answer: C
Explanation: Reinsurance serves as a risk transfer mechanism where the primary insurer (cedent) passes a
portion of its potential losses to a reinsurer, thereby protecting the insurer's balance sheet from extreme
volatility. In this case, the facultative treaty with a 70% retention and £30 million excess of loss layer
directly mitigates the £50 million flood claims by covering the excess, preventing a breach of solvency
requirements under the PRA's Solvency II framework, which mandates a minimum capital requirement
based on projected losses. This ensures the insurer can continue operations without injecting emergency
capital, maintaining investor confidence and compliance with ICAEW financial reporting standards.

Question: 1561

Following a data breach affecting client records, FinSecure Bank reviews its £8 million cyber liability
exposure. It has two policies: one standalone from CyberGuard Ins. (£6 million limit) and another
embedded in a package from RiskNet Ltd. (£4 million for cyber perils). Breach costs total £7 million in
remediation and fines. What characterizes this as dual insurance, and its key difference from coinsurance
in claims apportionment?

A. Full recovery from the higher limit, voiding the lower for administrative efficiency
B. A single contract with multiple underwriters sharing defaults, applied uniformly to all perils
C. Sequential activation where the package policy pays excess over the standalone
D. Independent policies without joint agreement, leading to pro-rata sharing without default liability, unlike
coinsurance's joint responsibility

Answer: D
Explanation: The independent cyber policies from CyberGuard (£6m) and RiskNet (£4m) constitute dual



insurance, as they cover the same £7 million breach risk without coordinated underwriting, requiring pro-
rata contribution (CyberGuard: 60%, £4.2m; RiskNet: 40%, £2.8m) to match the loss exactly.
Coinsurance, conversely, features a unified agreement where insurers jointly bear defaults (e.g., if one
fails, others cover proportionally). Under ICOBS 6.3, dual setups demand prompt dual notification to
enable contribution, distinguishing it from coinsurance's streamlined joint handling, and highlighting merger
due diligence needs.

Question: 1562

An insurer offers to cover a high-risk industrial plant under an insurance policy but states it will only
accept the contract if the company installs additional fire safety equipment within 30 days. This represents
which type of acceptance? 

A. Conditional acceptance
B. Unconditional acceptance
C. Implied acceptance
D. Counteroffer acceptance

Answer: A
Explanation: This is conditional acceptance since the insurer agrees to the contract only if the insured
meets specific requirements (installing fire safety equipment within 30 days). Unconditional acceptance
would involve no additional obligations or conditions. The insurer's response modifies the original offer by
imposing a condition, thus it is conditional. 

Question: 1563

Which of the following scenarios best illustrates the principle of indemnity?

A. An insured is reimbursed for a loss that occurred due to their negligence.
B. An insured receives a cash payment exceeding the value of their loss.
C. An insured is compensated with a new vehicle after their old one was totaled.
D. An insured receives a payout that covers the exact amount of their loss.

Answer: D
Explanation: The principle of indemnity aims to restore the insured to their financial position prior to the
loss, without allowing them to profit from the insurance claim. Receiving a payout that matches the exact
loss exemplifies this principle.

Question: 1564



A homeowner's insurance policy excludes coverage for damage caused by mold. If a claim is filed for
mold damage after a water leak, what does this illustrate about the concepts of peril and hazard in
insurance?

A. The water leak is the peril; mold is the hazard
B. The relationship between peril and hazard is irrelevant
C. Mold is the peril; the water leak is the hazard
D. Both mold and water leaks are perils

Answer: C
Explanation: In this scenario, mold represents the peril (the actual event causing damage), while the water
leak is the hazard (the condition that allowed the peril to occur). The exclusion in the policy highlights the
importance of understanding these distinctions in insurance coverage.

Question: 1565

In the context of liability insurance, which of the following scenarios would likely trigger a claim?

A. A vehicle collision resulting from poor weather conditions.
B. A customer slipping and falling in a store due to a wet floor.
C. A fire caused by faulty electrical wiring in a rented property.
D. An employee injuring themselves while performing their job duties.

Answer: B
Explanation: Liability insurance is designed to cover claims made against the insured for damages or
injuries caused to third parties. A slip and fall incident in a store is a classic scenario that would trigger a
liability claim.

Question: 1566

ᬏआഔԃԤ┤ⴅ⬆ഈ܄ఉᔅ଑̆ᔇԇ༉ᐊԃတ਋ІഔԮ☥Ԛ఑܅؊؋⬆ЂԃጊःᐊԈ̔̕ਅఐԧ⸤┡┥┅̍ࠅᐏ܄
speeds recorded at 65 knots exceeding Beaufort scale thresholds by 20%, the forensic services team
analyzes debris patterns. What is their specialized role in validating claim legitimacy?

A. Reinsuring excess layers for wind perils under a cat XL treaty with £10 million attachment
B. Managing risk registers for portfolio exposure to Beaufort scale events
C. Calculating wind load parameters using Eurocode 1 for structural reinforcement recommendations
D. Employing scientific techniques, such as trajectory modeling of debris at 65 knots, to confirm storm
causation and detect any fraudulent exaggerations in £120,000 assessments

Answer: D



Explanation: Forensic experts apply evidentiary science (e.g., debris trajectory at 65 knots) to substantiate
or refute claim elements, supporting defenses against fraud per Fraud Act 2006. In this surge, their
analysis validates genuine £18 million aggregate damages (150 x £120k), aiding quick settlements for
legitimate claims while isolating anomalies, in compliance with FCA's claims management rules.

Question: 1567

Aviation operator FlyHigh leases a £30 million jet, insured for hull on an agreed value basis with a 10%
franchise (excess). Lightning strike (per METAR weather reports: thunderstorm at 500ft) causes £18
million airframe damage during takeoff. The policy excludes wear/tear. What property element applies,
factoring the franchise?

A. Cargo protection up to £30m, including avionics
B. Total loss or repair indemnity at agreed value, less franchise for partial damage
C. Passenger delay benefits, fixed per hour
D. Third-party liability for runway impact, prorated by lease term

Answer: B
Explanation: Aviation insurance's hull element covers aircraft physical loss/damage (lightning peril,
METAR-confirmed) at £30m agreed value, applying 10% franchise (£3m excess) so £15m payable for
£18m repair. Excludes wear; distinguishes from liability (third-party). Warsaw Convention influences but
not core here.

Question: 1568

㘍ԄȊԫ̒ਅఐԃԤ┤ⴅऊᐏᄃЌढԇȆငԕ̍ࠃІഔԊം̍ଊ܋ࠆࠅᄌ܏ऊԐఉԘ།ࠑਈԐ̍؍ଆ̑Ԛऌࠏ଄ܡԃഀ
elderly policyholder with a combined life and critical illness insurance policy complains to the FOS about
misadvised bundling leading to £65,000 in overpaid premiums, after the provider's eight-week review
yields only partial redress. As a qualifying vulnerable consumer under expanded eligibility, which FOS
award mechanism would mandate the provider to refund premiums plus 8% interest while directing policy
reconfiguration to standalone terms, binding only if the policyholder accepts the ombudsman's
determination?

A. Directions for policy adjustments and interest-bearing money awards binding on firms
B. Capped reimbursements at 90% without interest for bundled non-compulsory elements
C. Unlimited payouts solely for compulsory illness coverage disputes
D. 䨌ു਍ဌऋਃ᠑ਅ܏ᐔਇІ఍܅ᄆᔆЊࠅЌԚऊ䄤┤ⴅ᠏ഈᄆഔԚः଄؋ਇ

Answer: A
Explanation: The FOS employs a dual mechanism of money awards for quantifiable losses, such as the
£65,000 overpaid premiums in this misadvised bundling scenario, augmented by 8% simple interest to



compensate for the time deprived of funds, alongside directions compelling the provider to reconfigure the
ᨌᄆଢԄఅࠃ̍܄ᄌഊԑؐਅ̍ࠅଉ̑؋؄Ԇᄑഊ܇Ԅਉᔇԋకᨑ؃ഄԫ؄ȅ␥␭Ԉ؇଑ఇ༉ਅᔃഈ̄ਇ ᜂਇਅ̫̉ࠇ℀
capped variably by referral date (e.g., £445,000 for post-April 2019 complaints), bind the financial firm
irrevocably upon the vulnerable policyholder's acceptance, enforceable via courts if ignored, while
preserving the complainant's right to reject and litigate. Triggered after the provider's prior consideration,
the ombudsman's fresh review integrates FCA vulnerability guidelines, codes like ABIs on fair advice, and
industry norms for bundled products, ensuring holistic redress that addresses both financial detriment and
potential distress, without imposing costs on the eligible complainant and fostering trust in regulated advice
processes.

Question: 1569

A policyholder is reviewing their contract and notices that it lacks clarity regarding the obligations of each
party. Which element of a valid contract is most likely compromised in this situation?

A. Contract certainty of terms
B. Offer and acceptance
C. Capacity to contract
D. Legality of purpose

Answer: A
Explanation: Contract certainty of terms is compromised when a contract lacks clarity regarding the
obligations of each party. Clear and specific terms are essential to ensure that all parties understand their
rights and responsibilities.

Question: 1570

Two insurers have issued policies covering the same warehouse. A theft loss amounting to £80,000 is
claimed. Insurer A’s policy limit is £60,000 and Insurer B’s limit is £100,000. How would contribution be
calculated using the rateable proportion method?

A. Insurer B pays the entire claim as it has the larger limit
B. Each pays half of the £80,000 claim
C. Insurer A pays £32,000, Insurer B pays £48,000 based on policy limits
D. Insurer A pays £80,000, Insurer B pays £0

Answer: C
Explanation: Using rateable proportion, payments are divided in ratio to policy limits (£60k:£100k = 3:5).
Applying this to £80,000, Insurer A pays 3/8 (£30,000) and Insurer B pays 5/8 (£50,000), but precise
calculation results in £32,000 and £48,000 respectively, reflecting proportional liability.



Question: 1571

In an e-commerce warehouse's fire suppression tests, parameters showed 11% ignition rate but 39% total
inventory loss severity ($2.1 million). The risk level is best described as?

A. Low frequency paired with high severity
B. Known hazards in storage layouts
C. Deterministic ignition sources
D. High frequency and contained severity

Answer: A
Explanation: Description as low frequency (rare ignitions) and high severity (full losses) aligns with
standard risk leveling for fire perils, favoring broad policies. This varies from high frequency (frequent
small fires) or deterministic sources (identified causes), informing layered coverage strategies.

Question: 1572

A policyholder submits a risk presentation via a lengthy data dump without highlighting key hazards like
poor security. The insurer issues the policy. A theft occurs. The insurer claims breach of fair presentation.
What defines a fair presentation in this case?

A. Clear, accessible disclosure putting insurer on notice.
B. Verbal summaries suffice over documents.
C. Any information provided, regardless of format.
D. Only facts directly asked by the insurer.

Answer: A
Explanation: Fair presentation under the Insurance Act 2015 requires disclosure in a reasonably clear and
accessible manner, not overwhelming with data. A data dump fails this, as it doesn't highlight material risks
like security flaws. This puts the prudent insurer on notice to inquire further. The Act aims to prevent
hidden facts, ensuring informed underwriting. Here, the insurer can seek remedies like claim reduction for
the theft loss.
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