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TOP COMMERCIAL TECHNICAL INTERVIEW QUESTIONS – ANSWERS 
 
 

1. Explain Public Authorities extension on a Buildings Insurance.  
 
Public/Local authorities extension covers the unexpected losses which occur due to the 
additional cost of reinstatement of the damaged or destroyed property to comply with the 
local bylaws but subject to the sum insured.  
This clause provides coverage against the damage incurred to fulfil the necessity to comply 
with the building or other regulations under any act of parliament or bylaws of any municipal 
or local authority.  
 

2. Provide an overview of 3 (BI) Business Interruptions extensions with a claims scenario.  
(ref: Cert CII) – Please see a number of extensions and examples  
 
Business interruption insurance (BI) is also known as time loss, consequential loss and loss of 
profits insurance. It provides cover for the financial losses due to an interruption to a 
business caused by material damage to property.   
It can be issued as a separate stand-alone policy, although business interruption insurance 
may also be incorporated into a package or commercial combined policy. 
 
The indemnity period 
In deciding the maximum indemnity period, the insured will need to take into account the 
type of business, the time taken to replace specialist machinery, the types of customer and 
other factors that may have an impact upon the speed of a firm's recovery to its anticipated 
trading position. 
 
Gross Profit 
variable costs: those that reduce in direct proportion to the reduction in turnover, such as 
raw materials, and fixed costs: those that must still be paid even if the business is not 
operating, such as rent. 
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Increased cost of working 
Certain expenses may be incurred following loss or damage to try to maintain business 
activity, such as renting alternative premises, hiring additional staff and additional 
advertising. A business interruption policy provides cover for such risks, so long as there is an 
equivalent saving in the loss of gross profit claim that would otherwise be paid. 
 
Accountants' fees 
Cover includes the cost of accountants' or auditors' fees incurred in preparing a claim. There 
is no separate sum insured for this item. This is the only class of business that allows for the 
preparation of the insured's claim to form part of the claim itself. 
Material damage warranty 
for a claim to be payable. 
 
There are several types of business interruption policies, the most common being: 
• fire and special perils 
• all risks 
• engineering 
 
 
Fire and special perils 
The minimum cover provided is for loss of gross profit following damage to the insured's 
property caused by fire, lightning and explosion of gas used for domestic purposes and all 
boilers. 
Additional perils, known as special perils or specified contingencies, can be added to this 
basic cover. These are explosion, aircraft, riot and civil commotion, malicious damage, 
earthquake, subterranean fire, spontaneous fermentation or heating, storm, flood, escape of 
water, impact, sprinkler leakage and subsidence. 
 
All risks 
Cover is provided for loss of gross profit following accidental loss or destruction of, or 
damage to, the property insured. All types of loss or destruction of or damage to the 
property insured are covered, provided the cause is not specifically excluded from the policy. 
 
Engineering 
The perils covered usually fall under one of two headings: 
• failure of the public utilities supply of gas, electricity, water or telecommunications at 
the supply undertaking's feed to the premises 
• sudden and unforeseen damage from any accidental cause not specifically excluded. 
Cover is only in respect of specified items of machinery and plant. 
 
Engineering business interruption policies usually exclude: 
• perils covered by the fire and special perils policy 
• general market exclusions (war etc.) 
• any scheme which rations supplies by a supply authority 
• deliberate acts of a supply authority. 
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Such extensions are subject to an additional premium but not to the material damage 
warranty. 
 
The most common extensions include: 
• losses resulting from damage at the premises of suppliers 
• losses resulting from damage at the premises of named customers. Limits apply based 
on the estimate of maximum turnover which is dependent on each named customer 
• losses resulting from damage to the property of the insured whilst in transit 
• losses resulting from access to an insured's premises being prevented due to damage 
to nearby premises. Cover may be extended to include prevention of access due to a bomb 
threat 
• losses resulting from damage at the premises of a public utility 
• losses due to the occurrence of a notifiable disease, vermin, defective sanitary 
arrangements, murder and suicide 
 

3. Explain briefly the point of ownership with Ex Works, FOB and CIF 
 
(ref: Investopedia) 
 
Ex works and Free on Board are both international shipping terms. CIF is the cost of the 
product/Freight.  
 
With Ex works, the seller makes the product available at a designated location, and the buyer 
incurs transport costs. 
With Free on Board, the seller is responsible for the goods until they are loaded on a shipping 
vessel; at which point, all liability transfers to the buyer. 
 
With CIF  
Cost, Insurance, and Freight (CIF) is an expense paid by a seller to cover the costs, insurance, 
and freight against the possibility of loss or damage to a buyer's order while it is in transit to 
an export port named in the sales contract 
 

4. Define composite Insurance  
(Ref: Freelance Insure)  
 
Composite Insurance is nominally a contract of insurance providing cover to different insured 
persons in respect to their different interests in the subject matter of the contract.  Example 
of composite insurance would be a contract of insurance covering both the credit provider 
and a car owner, for their respective interests. 
The simplest method is for a lender to become an insured party; however, this can give rise 
to both commercial and legal issues. 
The addition of the lender, commercially, is likely to raise an insurance premium, while legal 
issues will arise concerning the status of each of the insured parties that will impact on its 
rights under the policy. 
The core distinction is: 
• the insurance is placed on a joint or composite basis. 
• And in either case each insured will be required to comply with the policy obligations 
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• Meaning that both parties will be liable for the whole premium. 
• Also each insured will have a direct right of action against the chosen insurer 
 

5. Describe to me what joint insured first loss is 
(ref: Investopedia)  
 
A first-loss policy is a type of property insurance policy that provides only partial insurance. In 
the event of a claim, the policyholder agrees to accept an amount less than the full value of 
damaged, destroyed, or stolen property. 
 

6. What is a JCT standard form of contact? 
 
(Ref – Wikipedia)  
 
The Joint Contracts Tribunal, also known as the JCT, produces standard forms of contract for 
construction, guidance notes and other standard documentation for use in the construction 
industry in the United Kingdom. From its establishment in 1931, JCT has expanded the 
number of contributing organisations. 
 
A standard form contract (sometimes referred to as a contract of adhesion, a leonine 
contract, a take-it-or-leave-it contract, or a boilerplate contract) is a contract between two 
parties, where the terms and conditions of the contract are set by one of the parties, and the 
other party has little or no ability to negotiate more favourable terms and is thus placed in a 
"take it or leave it" position. 
 

7. Out of the 9 main sections to the JCT Suite of contracts explain to me 3 options.  
 
There are nine main sections to the JCT suite of contracts. They cover: 
• definitions 
• carrying out the works 
• control of the works; 
• payment; 

I. to increase clarity and certainty as to payment in construction contracts; 
II. to introduce a 'fairer' payment regime, and improve rights for contractors to 

suspend their work in non-payment circumstances; and 
III. to make adjudication more accessible for the resolution of disputes. 

• variations; 
• injury, damage and insurance; 
• assignment, third party rights and collateral warranties; 
• termination; 

I. refusal to carry out work; 
II. abandonment of the site or removal of plant by the contractor; 

III. employing other contractors to carry out the same work; 
IV. failure by an employer to give access to the site. 
• settlement of disputes. 

I. to increase clarity in construction contracts; 
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II. to introduce a 'fairer' payment regime, and improve rights for contractors to suspend 
their work in non-payment circumstances; 

III. to encourage the use of adjudication for the resolution of disputes 
 
 

8. Differences between property owners and public liability  
 
Property owner’s liability insurance provides cover if the tenant decides to make a claim 
against you for any injury. ... Property owner’s insurance typically covers you for damages 
awarded to the claimant, your legal costs in defending a claim, and their legal costs, if you're 
found to be at fault 
 
Public liability insurance covers the cost of legal action and compensation claims made 
against your business if a third party is injured or their property suffers damage whilst at your 
business premises or when you are working in their home, office or business property 
 
 

9. What type of insurer is owned by a non-insurance parent company and is established 
with the express purpose of providing insurance cover for the parent companies risk. 

A. Captive Insurer 
B. A Lloyds Syndicate 
C. A Mutual Insurer 
D. D. A proprietary insurer 

 
The answer is A – Captive Insurer  
A "captive insurer" is generally defined as an insurance company that is wholly owned and 
controlled by its insureds; its primary purpose is to insure the risks of its owners, and its 
insureds benefit from the captive insurer's underwriting profits 
 

 
10. What is IPT? 

Insurance Premium Tax ( IPT ) is a tax on general insurance premiums. There are 2 rates: a 
standard rate. a higher rate - for travel insurance, mechanical or electrical appliances 
insurance and some vehicle insurance 
 
 

11. What is the difference between gross profit and net profit?  
The difference between gross profit and net profit is when you subtract expenses. Gross 
profit is your business's revenue minus the cost of goods sold. Net profit is 
business's revenue after subtracting all operating, interest, and tax expenses.  
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