Finance 431
Class Assignment #17
Sample Exam

Names:_______________________     _______________________   _______________________

These questions are designed to give you an idea of what to expect on the Second Exam.  Work on these questions in a team of 2-3 people.

True/False and Multiple Choice Questions - Circle the appropriate answer 

1.
The Building and Personal Property Broad Form Policy would provide coverage if an employee stole business property from the company.

True                        False

2.
Outdoor signs are not covered by the Building and Personal Property policy unless they are attached to the building.

True                        False

3.
Restrictive regulations on other types of insurance contributed to the growth of Inland Marine insurance coverage.

True                        False

4.
Under CGL policies, a BERP is automatically provided at no cost if the policy is cancelled by the insurer.

True                        False

5.
An employer would be subject to liability for harm done by an employee under which one of the following:


A.
Punitive damages


B.
Strict liability


C.
Bad faith


D.
Vicarious liability


E.
Interference with employment

6.  
Fred's Frisbee Shop sells frisbees and also provides entertainment at parties by demonstrating frisbee tricks.  Fred is the owner.  Allen works in the store from 5-9 pm every weekday and 9-5 on Saturday.  Sally puts on the frisbee shows at parties using her own special frisbees.  Fred contracts with Sally to work at the parties, but lets her make the arrangements for dates and times with the customers herself.  One day Sally was practicing her tricks at home when she sprained her wrist, causing her to miss the next show she was scheduled to perform.  Fred fills in for her, but breaks his finger (which costs $500 to splint) while performing a difficult catch.  Meanwhile, Allen is injured in a robbery attempt when he valiantly fights off two would be bandits by throwing frisbees at them.  Which of these injuries would be covered by Fred's Workers' Compensation policy (circle all that apply).


A.
Allen


B.
Fred


C.
Sally


D.
None of them would be covered

7.
Swiss Re raises $150 million through a single trache catastrophe bond based on earthquake losses in which the principal is reduced by 1/3 if a California earthquake in excess of 6.0 on the richter scale occurs, another 1/3 if the earthquake is in excess of 7.0 and the final 1/3 if the earthquake is in excess of 8.0.  What type of trigger does this represent?


A.
Indemnity


B.
Parametric


C.
PCS


D.
Modeled loss


E.
None of the above

Short Answer/Calculation Questions

8.
A company has a CGL policy with $1,000,000 per occurrence and aggregate limits, an umbrella liability policy over a $1,000,000 retention that has $1,000,000 in per occurrence and aggregate limits and an aggregate excess liability policy that provides $5,000,000 coverage per occurrence over  $2,000,000 million retention.  The excess liability policy has no aggregate limits.  All polices have the same effective and expirations dates.  How much will each policy pay if the company has two $2,500,000 losses during the policy period?  Assume that these are the only losses the company has during the policy term.

_____________________________________________________________________________

_____________________________________________________________________________

9.
Assume you are the underwriter for an insurer that writes CGL coverage.  A pet store applies for coverage.  List two important factors you would want to consider before deciding whether to provide this coverage.

_____________________________________________________________________________

_____________________________________________________________________________

10.
An employee in Illinois with an average weekly wage of $500 loses a leg in a work accident.  The employee incurs $50,000 in medical expenses.  How much will this employee receive in workers' compensation benefits in total for this injury?

______________________________________________________________________________

______________________________________________________________________________

The next 2 questions relate to the following situation.  A grocery store had a claims-made CGL policy for the period 1/1/04-12/31/04, with a retroactive date of 1/1/04.  They went out of business on 12/31/04.  They did purchase SERP coverage at that time.  The policy had the following limits:

$1,000,000 General Aggregate

$1,000,000 Products and Completed Operations Aggregate

$1,000,000 Per Occurrence (Coverages A and C) 

$100,000 Personal and Advertising Injury 

$100,000 Fire Damage  

$25,000 Medical Expense Limit per Person

Indicate how much this policy (including the SERP) would pay in each of the following losses.  Remember that coverage for each claim can be affected by the other claims.  Unless otherwise indicated, the store notifies its insurer whenever a claim is filed.  

11.
On March 14, 2004, a customer trips over a box in an aisle and breaks his leg.  The customer files a claim on March 15, 2004.  On February 1, 2005, the company was found liable for $1,200,000 in damages.


______________________________________________________________________

12.
On December 20, 2004, the customer is hurt when a display in the store topples over on her.  The customer filed a claim on June 1, 2005.  On March 15, 2006, the customer won an award of $500,000.


______________________________________________________________________

