1. (c) Earned Premium

2. (a) The reinsurer and the reinsured’s share of the claim is proportionate.

3. (a) True

4. (b) False

5. (a) True

6. Reinsurance- a form of insurance purchased by insurance companies in order to mitigate risk. With reinsurance, the company distributes some part of its own insurance liabilities to the reinsurers.  Types of Reinsurance-

a. Proportional Reinsurance- The insurer and the reinsurer share the costs of all claims. Proportional reinsurance is further divided into-
i. Quota Share Reinsurance- The insurer and reinsurer share all losses and premiums according to a percentage decided by both parties in a contract.
Eg- In a contract that specifies a retained percentage of 75%, The reinsurer is obligated to 25% premiums and 25% claims.
ii. Surplus Share Reinsurance- A contract in which the ceding insurer retains a fixed amount of policy liability and the reinsurer takes responsibility for what remains.        
Eg- In a retention of 2Miliion in a policy with a total coverage of 5Million, the Reinsurer is obligate to pay the remaining 3Million.
   
b. Non Proportional Reinsurance-     Under a non-proportional reinsurance arrangement, the initial insurer writer pays a fixed premium to the reinsurer. The reinsurer will only be required to make payments where part of the claim amount falls in a particular limit.
i. Individual excess loss- Reinsurer makes a payment when the claim amount for an individual claim exceeds a specified excess point also called as retention.
Eg- If an excess point of 1M has been specified, then the reinsurer would be obligated to pay the insurer when the claim amount exceeds 1M. 
ii. Stop Loss Reinsurance- the reinsurer will be obligated to make payments if the total claim amount for a specified group of policies exceeds a specified amount.
Eg- If the contract states a stop loss limit of $500K, then the reinsurer will be liable to pay all claims over that amount.
7. The difference between stop loss insurance and excess loss of insurance is that in excess of loss reinsurance, the reinsurer indemnifies the ceding company for losses that exceed a certain limit where as in stop loss reinsurance an agreement is made whereby a reinsurer assumes on a per loss basis all loss amounts of the reinsured, subject to the policy limit, in excess of the stated amount.


8. The various ratios used in profit analysis of reinsurance are as follows:
	RATIO
	FORMULA
	SIGNIFICANCE IN ANALYSIS

	Premium Growth
	GPWT – GPWT-1 * 100 /GPWT-1 GPW:
 Gross Premium Written T: Current year 
T-1: Previous year
	Indicates growth in business undertaken by the insurance entity.

	Risk Retention
	Net Premium Written/Gross Premium Written
	Indicates the level of risks retained by the insurer vis-à-vis that ceded to reinsurers. Reinsurance plays an essential role in the risk spreading process.

	Loss Ratio
	Net Claims Incurred * 100 /Net Premium Earned
	The ratio measures the company’s loss experience as a proportion of premium income earned during the year. The loss ratio is a reflection on the nature of risk underwritten and the adequacy or inadequacy of pricing of risks.

	Expense Ratio
	Management Expense +/(-) Net Commission Paid/(Earned) * 100/ Net Premium Earned
	Expense ratio reflects the efficiency of insurance operations. Expense ratio for an insurer is analyzed by class of business, along with the trend of the same.

	Combined Ratio
	Loss Ratio + Expense Ratio
	Combined ratio is a measure of underwriting profitability of an insurance company after factoring claims expenses and operating expenses of the insurer.

	Investment Yield
	Total Investment Income/ Average Total Investments
	This ratio measures the average return on the company’s invested assets before and after capital gains and losses. While calculating the investment yield including capital gains, both realized as well as unrealized capital gains are considered.

	Net Earnings Ratio
	Profit After Tax/ Net Premium Written
	This ratio measures the overall profitability of an insurer after factoring underwriting result, operating expenses as well as investment income and tax.

	Return on Net worth
	Profit After Tax/Average Net worth
	This ratio reflects the post-tax return generated on net worth of an insurer. It’s a measure of overall return on the equity deployed in the business.


9. History of General Insurance in India-
a. First General Insurance company in India was Triton Insurance Company Ltd. Established in Calcutta in 1850 AD.
b. Indian Mercantile Insurance Company ltd was established in Bombay in 1906. 
c. Later, 107 insurers were amalgamated and grouped into 40 companies namely- National Insurance Company Ltd, the New India Assurance Company Ltd, the Oriental Insurance Company Ltd and the United India Insurance Company Ltd.
d. The General Insurance Corporation of India was incorporated as a company in 1971 and it initiated business on January 1st 1973.
10. 
Given 
Exp= 8500
Commission= 5700
NIC= 150000
NWP= 50000
NEP= 75000

Combined ratio = 

= 

=2.284

