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IntroductionIntroduction

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,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• 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 GuideHow 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.
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.

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. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

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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Questions
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1. Which insurance covers the cost of damages due to a fire in a commercial
building?
A. Professional indemnity insurance
B. Property insurance
C. Business interruption insurance
D. Employers' liability insurance

2. What is the main purpose of an insurer's privacy notice?
A. To advise customers on the way in which their data will be used and how long

it will be stored for
B. To provide customers with access to a website portal to view policy

information
C. To provide customers with details of the data they must submit when making

a claim
D. To provide customers with details of the data they must submit when making

a complaint

3. China Industries filed a claim for £2,000 after a break-in, but the loss
adjuster applied average condition. What would the final settlement amount
be if the sum insured was £7,500 and goods in stock were worth £10,000?
A. £2,000
B. £2,500
C. £2,666
D. £1,500

4. Who needs to give consideration to support the insurance contract?
A. Consideration is not required.
B. The insurer only.
C. The policyholder only.
D. Both the policyholder and the insurer.

5. What role does Robert have when he effects an insurance policy on behalf
of another party?
A. Bailee
B. Principal
C. Agent for the other party
D. Tenant
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6. If an independent intermediary completes a property survey for an insurer,
what role do they play?
A. Principal for the insurer
B. Principal for the property owner
C. Agent for the property owner
D. Agent for the insurer

7. Which term describes the principle that prevents an insured from profiting
from a loss?
A. Indemnity.
B. Subrogation.
C. Insurable interest.
D. Contribution.

8. An insurer ceases trading with liabilities far outweighing its assets. Which
organization will compensate the insurer's policyholders?
A. The Association of British Insurers
B. The Chartered Insurance Institute
C. The Financial Ombudsman Service
D. The Financial Services Compensation Scheme

9. What is defined as something that can adversely affect the risk to be
insured?
A. A coverage in an insurance policy
B. An exclusion in an insurance policy
C. A hazard
D. A non-impact factor

10. How is the measure of indemnity determined under an indemnity policy
for machinery?
A. Cost of replacement less wear and tear
B. Original purchase price less repair costs
C. Repair cost less an allowance for wear and tear
D. Cost of repair with no deductions
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Answers
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1. B
2. A
3. D
4. D
5. C
6. D
7. A
8. D
9. C
10. C
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Explanations
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1. Which insurance covers the cost of damages due to a fire in a commercial
building?
A. Professional indemnity insurance
B. Property insurance
C. Business interruption insurance
D. Employers' liability insurance

The coverage for damages resulting from a fire in a commercial building falls under property insurance. This
type of insurance provides financial protection against risks such as theft, fire, and certain other hazards that
can cause physical damage to buildings and their contents. Property insurance is specifically designed to cover
the loss or damage to tangible assets that a business owns, including commercial properties.   In this scenario,
property insurance would reimburse the policyholder for the costs associated with repairing or replacing the
damaged structure and any affected contents, making it essential for businesses that want to safeguard their
physical assets against fire-related losses. This type of coverage is critical in ensuring that a business can
continue to operate after experiencing a significant loss due to fire.  The other types of insurance listed are
designed for different purposes. For instance, professional indemnity insurance covers liability for professional
negligence, while business interruption insurance compensates for loss of income due to events that disrupt
business operations, such as a fire, but does not cover the physical damage itself. Employers' liability insurance
is focused on protecting employers from claims by employees who suffer job-related injuries or illnesses, thus
not relevant in the context of property damage from fire.

2. What is the main purpose of an insurer's privacy notice?
A. To advise customers on the way in which their data will be used and how long

it will be stored for
B. To provide customers with access to a website portal to view policy

information
C. To provide customers with details of the data they must submit when making

a claim
D. To provide customers with details of the data they must submit when making

a complaint
The primary function of an insurer's privacy notice is to inform customers about how their personal information
is collected, used, and stored. This notice is a crucial part of the regulatory compliance that insurers must
adhere to, particularly in jurisdictions governed by data protection laws. It serves to ensure transparency,
allowing customers to understand the ways in which their data will be handled, the purposes for which it will be
used, and the duration for which it will be retained.  This is essential for building trust between the insurer and
the customer, as individuals are increasingly concerned about their privacy and the security of their personal
information. A well-structured privacy notice fulfills the requirement of informing customers about their rights
regarding their data and the measures taken by the insurer to protect that data.  The other options, while related
to customer interactions with the insurer, do not address the central role of the privacy notice in data handling
and protection practices. They focus on specific aspects of customer service and claims processes, which are
not the main purpose of the privacy notice itself.
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3. China Industries filed a claim for £2,000 after a break-in, but the loss
adjuster applied average condition. What would the final settlement amount
be if the sum insured was £7,500 and goods in stock were worth £10,000?
A. £2,000
B. £2,500
C. £2,666
D. £1,500

In this scenario, the average condition clause comes into play when a policyholder is underinsured at the time of
a loss. Here, the sum insured is £7,500, but the actual value of goods in stock is £10,000, meaning China
Industries is underinsured by £2,500.  When the average condition clause is applied, the loss is calculated
proportionately based on the ratio of the sum insured to the actual value of the goods. The formula to find the
settlement amount is:  Settlement Amount = (Sum Insured / Actual Value) x Claim Amount  Using the values
provided:  Settlement Amount = (£7,500 / £10,000) x £2,000 Settlement Amount = 0.75 x £2,000 Settlement
Amount = £1,500  Thus, the final settlement amount would be £1,500. This demonstrates how underinsurance
impacts the claim amount and how the average condition works to adjust the settlement fairly in relation to the
actual risk covered.

4. Who needs to give consideration to support the insurance contract?
A. Consideration is not required.
B. The insurer only.
C. The policyholder only.
D. Both the policyholder and the insurer.

In the context of an insurance contract, both parties involved—the policyholder and the insurer—must provide
consideration to support the contract's validity. Consideration refers to something of value that is exchanged
between the parties. For the insurer, the consideration typically involves the promise to provide coverage and
pay claims as specified in the policy. For the policyholder, consideration usually includes the payment of
premiums in return for that coverage.   This reciprocal exchange is essential in establishing a legally binding
contract; without consideration from both sides, the agreement would not hold up in a legal sense. Therefore, the
requirement for both the policyholder and the insurer to provide consideration is fundamental to the contract's
enforceability and the overall integrity of the insurance relationship.
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5. What role does Robert have when he effects an insurance policy on behalf
of another party?
A. Bailee
B. Principal
C. Agent for the other party
D. Tenant

When Robert effects an insurance policy on behalf of another party, he is acting as an agent for that other party.
In this capacity, Robert represents the interests of the individual or entity looking to obtain insurance coverage.
The concept of agency in insurance is critical, as it establishes a legal relationship in which the agent (Robert)
can bind the principal (the party being insured) to contracts and make decisions on their behalf concerning the
procurement of insurance.  In this role, Robert is responsible for communicating the needs and objectives of the
principal to the insurer, and he must act in the best interests of that principal. The duties and responsibilities of
an agent include providing necessary information to the insurer, ensuring that the coverage obtained aligns with
what the principal requires, and facilitating any claims that may arise from the policy issued. This relationship is
governed by principles of agency law, which obligate the agent to uphold fiduciary duties to the principal.  In
contrast to this role, the other options do not adequately describe the nature of Robert's responsibilities in this
context. For instance, while a bailee involves a relationship pertaining to the temporary possession of personal
property, it does not relate to the agency role in insurance. The term 'principal' describes the party who is
represented by the agent

6. If an independent intermediary completes a property survey for an insurer,
what role do they play?
A. Principal for the insurer
B. Principal for the property owner
C. Agent for the property owner
D. Agent for the insurer

When an independent intermediary completes a property survey for an insurer, they act as an agent for the
insurer. This means that they are working on behalf of the insurer to gather necessary information about the
property, evaluating its condition, and potentially assessing risk factors that could affect underwriting decisions.
In this role, the intermediary has a fiduciary duty to represent the insurer’s interests but must also adhere to
ethical and professional standards while conducting the survey. This involves providing accurate and unbiased
information about the property, which aids the insurer in determining appropriate coverage options and premium
pricing.  The intermediary does not serve as the principal for the property owner in this context, as their primary
obligation is to the insurer who commissioned the survey. Their role is not to act on behalf of the property owner
nor represent their interests when conducting the survey; their findings and recommendations are intended for
the insurer's evaluation process. This clear distinction highlights the intermediary's position as an agent working
for the insurer rather than the property owner.
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7. Which term describes the principle that prevents an insured from profiting
from a loss?
A. Indemnity.
B. Subrogation.
C. Insurable interest.
D. Contribution.

The principle that prevents an insured from profiting from a loss is known as indemnity. This principle is
foundational in insurance, as it ensures that an insured party is compensated only for their actual loss or
damage, allowing them to return to their pre-loss financial position. Indemnity is crucial because it maintains
fairness in insurance; if individuals were allowed to profit from their losses, it could lead to moral hazards where
insured parties may not take appropriate care to prevent losses.  To elaborate, the concept ensures that
insurance is not a means of profit-making, which is vital for the stability and sustainability of the insurance
system. The indemnity principle applies to various types of insurance and mandates that the payment made to
the insured must reflect the actual value of the loss without exceeding it, thus preventing any gains from the
situation.   While subrogation involves the insurer's right to pursue third parties that may have caused a loss
after compensating the insured, this distinctly relates to recovery rather than the prevention of profit. Insurable
interest is concerned with the relationship between the insured and the subject matter of the insurance, ensuring
that the insured has a stake in the insured item. Contribution relates to situations where multiple insurers cover
the same risk, distributing the loss amongst them, but doesn

8. An insurer ceases trading with liabilities far outweighing its assets. Which
organization will compensate the insurer's policyholders?
A. The Association of British Insurers
B. The Chartered Insurance Institute
C. The Financial Ombudsman Service
D. The Financial Services Compensation Scheme

The Financial Services Compensation Scheme (FSCS) is the correct answer because it is specifically designed to
provide protection to consumers in the event that financial institutions, including insurers, become unable to
meet their obligations due to insolvency. When an insurer ceases trading with liabilities exceeding its assets, the
FSCS steps in to compensate policyholders for their losses, ensuring that they are not left without coverage or
financial support.  This organization plays a crucial role in maintaining consumer confidence in the financial
services industry by guaranteeing compensation for policyholders and claimants. The FSCS covers various types
of financial products, including insurance, and offers a safety net for individuals who have purchased policies
from firms that can no longer fulfill their commitments.  Other organizations mentioned have different purposes.
The Association of British Insurers primarily represents insurance companies and works to promote best
practices in the industry, while the Chartered Insurance Institute focuses on professional development and
standards within the insurance profession. The Financial Ombudsman Service, on the other hand, provides a
dispute resolution mechanism for consumers against financial service providers but does not offer
compensation when a firm fails financially.
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9. What is defined as something that can adversely affect the risk to be
insured?
A. A coverage in an insurance policy
B. An exclusion in an insurance policy
C. A hazard
D. A non-impact factor

The correct answer identifies a hazard as something that can adversely affect the risk to be insured. In the
context of insurance, a hazard refers to a condition or situation that increases the likelihood or severity of a loss
occurring. For example, certain behaviors or physical environments can present hazards, leading to higher risks
for insurers.  When considering the other options, coverage in an insurance policy refers to the scope or limits of
protection provided to the insured, while exclusions detail specific situations or conditions not covered by the
policy. Neither coverage nor exclusions inherently increase risk; rather, they define what is included or not
included in the insurance agreement. The term "non-impact factor" suggests elements that do not affect risk
levels at all, which is not the case with hazards that directly link to potential claims and financial exposure for
insurers. Thus, a hazard is clearly the factor that aligns with increasing risk, validating its designation in this
context.

10. How is the measure of indemnity determined under an indemnity policy
for machinery?
A. Cost of replacement less wear and tear
B. Original purchase price less repair costs
C. Repair cost less an allowance for wear and tear
D. Cost of repair with no deductions

The measure of indemnity under an indemnity policy for machinery primarily focuses on restoring the insured to
the financial position they were in before the loss occurred, without allowing for profit from the insurance claim.
The correct choice relates to assessing the repair cost while taking into account the depreciation of the
machinery, which is considered through an allowance for wear and tear.  When machinery is insured under an
indemnity policy, if it becomes damaged, the insurer will typically reimburse the policyholder for the cost of
repairs needed to return the machinery to its pre-loss condition. However, this reimbursement is often adjusted
for any depreciation that has occurred due to the machinery’s age and usage. Therefore, the correct approach to
calculating indemnity is to consider the repair cost and then reduce that amount by an allowance for wear and
tear, reflecting the actual value of the machinery at the time of loss, not its original value.  This method supports
the principle of indemnity, which is to ensure that the insured is compensated for their loss but does not profit
from the claim. Other choices may either suggest measures that do not accurately reflect the necessary
deductions for wear and tear or do not account for the principle of restoring the insured to their original position
effectively.
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Next StepsNext 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://ciicertininsuranceif1.examzify.com

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