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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

Sample study guide, visit https://ncpropertyandcasualty.examzify.com
for the full version with hundreds of practice questions 5

SAMPLE



1. What is the primary condition under which Underinsured Motorist (UIM)
coverage applies?
A. When the at-fault driver has a liability limit greater than the damage
B. When the at-fault driver's liability limit for bodily injury is less than the

damages
C. When the insured has no other coverage
D. When the insured vehicle is a commercial vehicle

2. What type of damage is specifically excluded under the Earthquake Form?
A. Land slip
B. Property explosion
C. Tidal waves
D. Electrical surges

3. Which endorsement would you select to ensure coverage for business
activities conducted from home?
A. Home Day Care Business Liability
B. Business Pursuits
C. Personal Injury Liability
D. Watercraft Endorsement

4. What must a named insured do to ensure frozen pipes are covered under
DP-2 and DP-3?
A. Install additional heating devices
B. Maintain heat or shut off water supply
C. Insulate exposed piping
D. Drain all water from the premises

5. What is the purpose of the Insurance Info and Privacy Protection Act?
A. To allow unlimited access to all personal information
B. To protect consumers and their confidential information
C. To regulate insurance premiums
D. To ensure uniform advertising practices
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6. What defines an "insured" under a Personal Auto Policy (PAP)?
A. Only the named insured
B. Any blood relative living in the household
C. Individuals using the insured vehicle with permission
D. Both B and C

7. What is the primary purpose of the North Carolina Motor Vehicle
Reinsurance Facility?
A. To provide health insurance for all residents
B. To offer automobile coverage for "difficult to place" risks
C. To regulate insurance rates across the state
D. To manage statewide traffic laws

8. How do deductibles apply for Section I Losses under HO coverage?
A. Per policy term
B. On a per occurrence basis
C. Only for claims over $1,000
D. Are waived for all claims

9. What is required for coverage when a peril is caused by an unnamed peril
with a proximate cause from a covered peril?
A. Additional Endorsements
B. No Coverage Needed
C. Standard Rates
D. Proximate Cause Justification

10. What may occur if an insured is involved in an at-fault accident with a
traffic violation?
A. The insured will automatically lose their coverage
B. A surcharge will be applied for whichever situation leads to a higher premium

increase
C. The insured will receive a refund for their policy
D. The insured will be ineligible for further coverage
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Answers
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1. B
2. C
3. B
4. B
5. B
6. D
7. B
8. B
9. D
10. B
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Explanations
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1. What is the primary condition under which Underinsured Motorist (UIM)
coverage applies?
A. When the at-fault driver has a liability limit greater than the damage
B. When the at-fault driver's liability limit for bodily injury is less than the

damages
C. When the insured has no other coverage
D. When the insured vehicle is a commercial vehicle

Underinsured Motorist (UIM) coverage is designed to protect an insured driver when they are involved in an
accident with a motorist who does not have sufficient insurance to cover the damages resulting from the
incident. The primary condition under which UIM coverage applies occurs when the at-fault driver's liability
limits for bodily injury are lower than the actual damages incurred by the insured.  This situation addresses the
gap that exists when the at-fault driver holds a liability insurance policy that is inadequate to cover the costs of
the injuries sustained. Without UIM coverage, the affected driver would be left with the burden of covering their
own expenses out-of-pocket, which can be significant depending on the circumstances of the accident. UIM
ensures that the insured can recover the compensation owed when the at-fault party's insurance falls short,
providing a necessary safety net for drivers.  The other options do not accurately define the conditions under
which UIM coverage is activated. For instance, if the at-fault driver has a liability limit greater than the damages,
UIM coverage would not apply, as adequate compensation would already be available through the other party's
insurance. Additionally, the presence or absence of other coverage, or the status of the vehicle (whether
commercial or personal), does not define

2. What type of damage is specifically excluded under the Earthquake Form?
A. Land slip
B. Property explosion
C. Tidal waves
D. Electrical surges

The Earthquake Form is designed to cover specific types of damage that can occur as a result of seismic
activity. However, it also outlines certain exclusions to avoid overlapping coverage with other insurance policies
and to keep premiums manageable.  Tidal waves, often referred to in insurance contexts as tsunamis, are
specifically excluded under the Earthquake Form due to their nature as a natural disaster that typically results
from seismic activity under the ocean. Insurers categorize tidal waves separately because they are directly
related to oceanic movements and not solely the ground-shaking effects of an earthquake itself. Therefore, any
damage incurred from tidal waves, despite their potential correlation with earthquakes, falls outside the
coverage of the Earthquake Form.  In contrast, the other options, such as land slip, property explosion, and
electrical surges, may or may not relate directly to earthquake activity but generally fall under different risk
categories or specific policy provisions, and thus are treated differently in insurance contexts. This emphasis on
distinguishing types of natural disasters is essential for ensuring clarity in policy terms and coverage
responsibilities.
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3. Which endorsement would you select to ensure coverage for business
activities conducted from home?
A. Home Day Care Business Liability
B. Business Pursuits
C. Personal Injury Liability
D. Watercraft Endorsement

To ensure coverage for business activities conducted from home, selecting the Business Pursuits endorsement
is appropriate because it specifically addresses the need for liability coverage for business operations that occur
in a residential setting. This endorsement is designed to extend the personal liability coverage provided by a
homeowner's policy to include activities related to a business that is run from the home.   Home Day Care
Business Liability, while it provides coverage for risks specific to running a day care from home, is tailored to
that specific type of business. It would not necessarily extend to all business activities. Personal Injury Liability
covers claims related to personal injury, such as defamation, rather than business-related liabilities. The
Watercraft Endorsement is used to provide coverage for owned watercraft and does not relate to business
activities conducted from home.   Thus, the Business Pursuits endorsement is the most comprehensive option to
ensure coverage for a variety of business-related activities carried out in a residential environment, making it the
best choice for this scenario.

4. What must a named insured do to ensure frozen pipes are covered under
DP-2 and DP-3?
A. Install additional heating devices
B. Maintain heat or shut off water supply
C. Insulate exposed piping
D. Drain all water from the premises

To ensure that frozen pipes are covered under the DP-2 and DP-3 policies, the named insured must maintain
heat in the premises or shut off the water supply and drain the pipes. This requirement helps prevent the
conditions that lead to frozen pipes, which can result in significant damage.   By keeping the heat on, the
likelihood of water in the pipes freezing is greatly reduced. Alternatively, if the insured decides to shut off the
water supply, draining the pipes will eliminate the risk of water expanding and causing the pipes to burst when
frozen. Both actions demonstrate the named insured's responsibility to take reasonable precautions against
property loss due to freezing conditions, which is essential for coverage under these specific insurance forms.  
Maintaining adequate heating or properly managing the water supply is crucial for policy compliance and
protection during cold weather.
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5. What is the purpose of the Insurance Info and Privacy Protection Act?
A. To allow unlimited access to all personal information
B. To protect consumers and their confidential information
C. To regulate insurance premiums
D. To ensure uniform advertising practices

The purpose of the Insurance Info and Privacy Protection Act is to protect consumers and their confidential
information. This legislation establishes standards for how insurance companies handle personal and sensitive
data, ensuring that consumer privacy is safeguarded. Under this act, insurers are required to disclose their
information-gathering practices and obtain consent from individuals before sharing their information with third
parties. This intent is to enhance consumer trust and protect their rights concerning personal data, thereby
preventing unauthorized access and misuse.  In contrast, allowing unlimited access to personal information
would undermine the privacy protections established by this law, making consumers more vulnerable.
Regulating insurance premiums is not the focus of this act, as it primarily deals with privacy and information
handling rather than financial aspects of insurance. Likewise, ensuring uniform advertising practices does not
fall under this act's objectives, as its main aim is to protect personal information rather than dictate how
insurance products are marketed.

6. What defines an "insured" under a Personal Auto Policy (PAP)?
A. Only the named insured
B. Any blood relative living in the household
C. Individuals using the insured vehicle with permission
D. Both B and C

In a Personal Auto Policy (PAP), the term "insured" encompasses a broader definition than just the named
insured. It includes not only the named insured but also any family members or relatives living in the same
household. This ensures that coverage extends to individuals who might not be listed on the policy but reside
with the named insured.  Additionally, the policy also covers individuals who have permission to use the insured
vehicle. This means that if a friend borrows the car with the named insured's consent, they are considered an
insured under the policy as well. This feature is particularly important because it provides a safety net for those
who may drive the vehicle without being explicitly named in the insurance contract.  Therefore, when assessing
the definition of an "insured," it is accurate to state that it includes both blood relatives living in the household
and individuals using the insured vehicle with permission. This comprehensive approach ensures adequate
protection for various scenarios that could arise, ultimately reinforcing the policyholder's peace of mind in their
coverage.
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7. What is the primary purpose of the North Carolina Motor Vehicle
Reinsurance Facility?
A. To provide health insurance for all residents
B. To offer automobile coverage for "difficult to place" risks
C. To regulate insurance rates across the state
D. To manage statewide traffic laws

The primary purpose of the North Carolina Motor Vehicle Reinsurance Facility is to offer automobile coverage for
"difficult to place" risks. This facility is established to ensure that drivers who may not qualify for standard
automobile insurance due to high-risk factors can still obtain necessary coverage. It serves as a safety net for
those individuals, enabling them to comply with state laws requiring automobile insurance and promoting
greater access to coverage within the state.  The facility operates as a mechanism to pool risks, which helps to
stabilize the automobile insurance market by allowing insurers to share the financial burden of underwriting
high-risk drivers. This ensures that even those considered a higher risk can still find coverage, thus maintaining
a balance in the marketplace while encouraging safe driving practices.  Other options do not align with the
specific function of the facility. The incorrect answers do not accurately reflect the facility's role within the
context of insurance or its intended purpose.

8. How do deductibles apply for Section I Losses under HO coverage?
A. Per policy term
B. On a per occurrence basis
C. Only for claims over $1,000
D. Are waived for all claims

In the context of Section I Losses under Homeowners (HO) coverage, deductibles are applied on a per
occurrence basis. This means that for each separate incident resulting in a loss, the policyholder must pay the
deductible amount before the insurance coverage kicks in to cover the remaining loss.   For example, if a
homeowner experiences two separate incidents—such as a burglary and a storm damage event—the deductible
would apply to each individual claim. The insured would pay the deductible amount for each separate loss before
the insurance pays for the balance of the loss. This approach helps to manage small claims and encourages
policyholders to assess whether a claim is worth filing based on the deductible amount.  Other options do not
accurately reflect how deductibles function in the context of HO coverage. Deductibles are not set per policy
term, so only a single deductible applies to occurrences throughout the coverage term. Similarly, there is no
requirement for losses to exceed a specified amount, such as $1,000, in order for a deductible to apply. Lastly,
deductibles are not waived for all claims; they are standard-practice features of policies to mitigate minor claim
amounts.
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9. What is required for coverage when a peril is caused by an unnamed peril
with a proximate cause from a covered peril?
A. Additional Endorsements
B. No Coverage Needed
C. Standard Rates
D. Proximate Cause Justification

In property and casualty insurance, the concept of proximate cause plays a crucial role in determining coverage
eligibility. Proximate cause refers to the primary cause that leads to a loss. In this scenario, when a peril is
resulted from an unnamed peril but is connected through a proximate cause to a covered peril, justification for
coverage is needed.  The correct answer highlights the necessity of establishing a link between the unnamed
peril and a named peril that is covered under the policy. This means that if the loss is ultimately attributable to a
covered peril, even if it was initially triggered by an unnamed peril, the insurer may provide coverage based on
that established cause. Thus, in this scenario, demonstrating proximate cause effectively can justify the
application of coverage, enabling the policyholder to receive benefits for the loss.   The other options do not align
with this need for causation clarity. Additional endorsements might specify certain perils for coverage, but they
are not necessary if proximate cause can be demonstrated. Declaring no coverage needed overlooks the
principle that proximate cause can bridge unnamed and named perils. Standard rates do not apply since
coverage is not inherently about pricing but rather about the reasons behind the loss and their connections to
the covered risks.

10. What may occur if an insured is involved in an at-fault accident with a
traffic violation?
A. The insured will automatically lose their coverage
B. A surcharge will be applied for whichever situation leads to a higher premium

increase
C. The insured will receive a refund for their policy
D. The insured will be ineligible for further coverage

When an insured is involved in an at-fault accident that includes a traffic violation, option B is the correct course
of action as it reflects the practices of many insurance companies regarding premium adjustments. In this
scenario, a surcharge can be applied, which is an increase in the premium based on certain risk
factors—including accidents and traffic violations. The surcharge reflects the insurer's assessment of increased
risk due to the incident, which may ultimately lead to a higher premium.  Insurance companies often evaluate
various elements like the severity of the accident and the nature of the traffic violation to determine the most
appropriate adjustment. In this context, the premium increase might be based on both the accident and the
violation, allowing for the higher surcharge to take effect, thereby offering a more nuanced adjustment based on
risk assessment.  Furthermore, the other options are not applicable in scenarios involving at-fault accidents with
traffic violations. Automatically losing coverage or being ineligible for further coverage is typically not a direct
consequence of a single incident; rather, insurers may choose to continue providing coverage with the
application of surcharges instead. Refunds are also not generally given due to increased premiums unless there
are specific circumstances leading to a policy cancellation or adjustment outside of the typical surcharge
scenario. This highlights why option B is the most accurate

Sample study guide, visit https://ncpropertyandcasualty.examzify.com
for the full version with hundreds of practice questions 15

SAMPLE



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://ncpropertyandcasualty.examzify.com

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