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1. a) True
2. Reinsurance is a second level insurance that is taken by insurance companies on some of their policies. It is usually taken on policies that have huge claim amounts. This is done to avoid the huge losses that the company would face in case there is a claim on these policies. The different types of reinsurances are: 
i. Proportional reinsurance- In this type of reinsurance the cost is shared by both the original insurance company and the reinsurance company. There are two types of proportional reinsurances:
a. Quota share reinsurance- In this the claim amount is paid in a fixed proportion by the reinsurer. E.g.  If there is a claim of Rs.20,00,00,000 and the reinsurance company pays Rs.12,00,00,000. Then 12,00,00,000 = 0.6(20,00,00,000). So, the proportion share of the reinsurance company is 3/5 and the rest 2/5 will be paid by the insurance company.
b. Surplus loss reinsurance- In this claim the primary insurance company determines a limit known as line on the amount of risk it can bear on the claims of the policies in its portfolio. Any claim that exceeds the amount will be paid by both the insurance and reinsurance companies in a proportion. The insurance company will pay the amount of the line and the excess will be paid by the reinsurance. The amount ceded can vary from risk to risk. The premiums and losses are also shared by the reinsurer in the same proportion. E.g. ABC Insurance has a retention line of Rs.1,00,00,000 and they have a surplus treaty with XYZ Reinsurers with a maximum cession of Rs.5,00,00,000. They have insured ISD Ltd. for an amount of Rs.4,00,00,000. The premium paid by ISD Ltd. is Rs.5,00,000 and there is a loss of Rs.3,50,00,000. From the total policy amount we can say that ABC Insurance’s share is 25% and XYZ Reinsurers’ share is 75%. So, the premium that ABC Insurance will retain is Rs.1,25,000 and the amount paid to XYZ Reinsurers is Rs.3,75,000. For the loss repayment to ISD Ltd. ABC Insurance will pay Rs.87,50,000 and XYZ Reinsurers will pay Rs.2,62,50,000.
ii. Non-proportional reinsurance- In this type the primary insurer pays the reinsurer a fixed amount of premium and the reinsurer only needs to pay for the claims that fall under a pre-determined bracket. The different types of non-proportional reinsurances are:
a. Excess of loss reinsurance- In this type the insurer only pays the claim amount until the fixed line any excess amount over that is paid by the reinsurer. However, the reinsurance has an upper limit and if there is still residual amount left to paid then the primary insurer will bear that excess. E.g. ABC Insurance has a line of Rs.1,00,00,000 and they have a reinsurance agreement with XYZ Reinsurers with an upper limit of Rs.80,00,000. ABC Insurance has a claim of Rs.2,00,00,000. So, ABC Insurance will pay an amount of Rs.1,00,00,000 then XYZ Reinsurance should pay the residual amount but since there is an upper limit and the amount of residual claim is grater than that, they will only pay up to the upper limit of Rs.80,00,000. This leaves a residual amount of Rs.20,00,000 that needs to be paid. So, it will be paid by ABC Insurance.
b. Stop loss reinsurance- In this type the reinsurance is provided to the insurance company to reduce their loss in a particular year if they exceed a certain line. The reinsurance is paid up to an upper limit. It is not based on the aggregate of one policy, it is based on the aggregate of the entire portfolio of the insurance company. E.g. ABC Insurance has a line of Rs.40,00,00,000 on the losses incurred by them in a year. They have a reinsurance agreement with XYZ Reinsurers with an upper limit of Rs.30,00,00,000 in case their loss is greater than the line. In the fiscal year 2020-21, they incurred an aggregate loss of Rs.45,00,00,000. So, they will be paid Rs.30,00,00,000 by XYZ Reinsurers to reduce their losses.
3. The various ratios used in the profit analysis of reinsurance are:
i. Net loss ratio =   Net claims incurred     
                             Net earned premium
                                It determines the net loss incurred by the insurance company in the given year.
ii. Net expense ratio =                      Expenses                 
                                    Net written premium
     It determines the net expenses incurred in the given year.
iii. Net commission ratio =                Commission
                                           Net written premium
      It determines the net commission paid by the insurance company in the given year.
iv. Net combined ratio = Net loss ratio + Net expense ratio + Net commission ratio
It determines the profitability of an insurance company from its insurance business.
4. The general exclusions in a motor insurance are:
i. Depreciation
ii. Wear and tear of the vehicle
iii. Electrical or mechanical breakdown of the vehicle
iv. Damage caused to the vehicle by a person driving it without a valid license
v. Damaged caused due to drunken driving
vi. Damage caused due to driving under the influence of drugs
vii. Damage to tyres and tubes.
viii. Loss or damage caused to the vehicle due to war, mutiny or nuclear risk.
5. The first insurance company was established in India in the year 1850 in Calcutta by the British. The Indian Mercantile Insurance Ltd. was set up in the year 1907. It was the first company to carry out all classes of general insurance business. In 1957 the General Insurance Council was created. It structured a code of conduct to ensure fair and sound business practices. In 1972, the General Insurance Business Act was passed and 107 companies were amalgamated and grouped into four companies, namely, National Insurance Company Ltd., The New India Assurance Company Ltd., The Oriental Insurance Company Ltd., The United India Insurance Company Ltd. In the year 1971, the General Insurance Corporation of India was incorporated as a company and it commenced it business on 1st January 1973.


6. Expenses = $8500;        Commission = $5700;                 Net claims = $150000; 

Net written premium = $50000;          Net premium earned = $75000

Net loss ratio = Net claims incurred / Net earned premium
                        = 150000 / 75000
                        = 2
Net expense ratio = Expenses / Net written premium
                                 = 8500 / 50000
                                 = 0.17
Net commission ratio = Commission / Net written Premium
                                       = 5700 / 50000
                                       = 0.114
Net combined ratio = Net loss ratio + Net expense ratio + Net commission ratio
                                    = 2 + 0.17 + 0.114
                                    = 2.284
7. Various add-ons available on a motor insurance are:
i. No claim bonus (NCB)
ii. NCB retention add on cover
iii. Nil Depreciation
iv. Total cover
v. Engine protection cover
vi. Consumables cover
vii. Return to invoice
viii. Roadside assistance
ix. Tyre protect cover
x. Loss of personal belongings
xi. Key replacement
8. The documents required to claim health insurance are:
i. Health card
ii. Duly filled claim form
iii. Medical certificate / Form which is signed by the treating doctor
iv. Discharge summary or card (original), availed from the hospital
v. All bills and receipts (original)
vi. Prescription and cash memos from pharmacies / the hospital
vii. Investigation report
viii. If it is an accident case, then the FIR or Medico Legal Certificate (MLC) is required
9. [bookmark: _GoBack]The Third-Party Liability Insurance Cover also known as the “Legal Liability Coverage” is taken to protect you if you are sued for a physical injury or damage to someone else’s property. There are two types of automobile third party cover:
i. Bodily Injury Liability- It covers the costs resulting from injuries to a person. These costs could include hospital care, lost wages, and pain and suffering due to the accident.
ii. Property Damage Liability- It covers the costs resulting from damages to or loss of property. For example, payment to replace landscaping and mailboxes.

10. Seven types of Health Insurance products are:
i. Individual health insurance
ii. Family health insurance
iii. Critical illness insurance
iv. Senior citizen health insurance
v. Hospital daily cash
vi. Personal accident insurance
vii. Mediclaim
 
  
