NON-LIFE ASSIGNMENT 1                                                                 MANSI MANDALIYA, ROLL NO.- 19

1) The premium collected by an insurance company for the portion of a policy that has expired
is called:  
Ans. EARNED PREMIUM
2) How is surplus reinsurance similar to quota share reinsurance?
 Ans. THE REINSURER AND REINSURE D’S SHARE OF THE CLAIM IS PROPORTIONATE.
3) An individual loss on an insured risk triggers the reinsurance coverage if it exceeds the
deductible, is described as an excess of loss per risk treaty.
Ans. TRUE
4) Non-proportional reinsurance is usually expressed as a percentage of the risk a reinsurer is
taking from the primary insurer. 
Ans. FALSE
5) A reinsurance contract is a contract of indemnity.
Ans. TRUE

6) 
· Reinsurance is basically protection to an insurance company against large claims.
· Its like insurance for an insurance company to safeguard them in case of any large payouts.
· Reinsurance is insurance that an insurance company buys from another insurance company to protect itself against the risk of a large claim.
·  Treaty and facultative reinsurance are the two main types of reinsurance.
·  Treaties are agreements that cover large groups of policies, such as the entire auto business of a primary insurer.
·  Individual, generally high-value or hazardous risks, such as a hospital, that would not be accepted under a treaty are covered by facultative.
·  In most treaty agreements, once the contract terms have been established, including the categories of risks covered, all policies that fall with facultative reinsurance, the reinsurer must underwrite the individual risk, such as a hospital, taking into account all aspects of the operation as well as the hospital's attitude toward and safety record.
·  within those terms – in many cases, both new and existing business – are covered, usually automatically, until the agreement is cancelled. 
7)
· Stop-Loss Reinsurance is an agreement whereby a reinsurer assumes on a per-loss basis all loss amounts of the reinsured, subject to the policy limit.
·  In excess of a stated amount, a form of reinsurance that indemnifies the ceding company for the portion of a loss that exceeds its own retention.
·  The major difference between a person’s excess loss and stop loss reinsurance is that in excess loss, the reinsurance layer is fixed while in stop loss everything above the specific amount. 
8)
· Net premiums written is the total of premiums written by an insurance company through the course of time, less premiums ceded to reinsurance companies, plus any reinsurance assumed. 

· Earned Premium: The premium collected by an insurance company for the portion or part of a policy that has expired.
·  In other words, the earned premium is what the insured person or individual has paid for a portion of time in which the insurance policy was in effect, but has expired until that.
·  Since the insurance company covers the risk during that time, it considers the associated premium payments it takes from the insured party as unearned.

· Net Earned Premium: The net written premium recorded during the experience period, plus the unearned premium reserves at the beginning of the period, minus the unearned premium reserves at the end of the period.
· Insurance companies generally buy reinsurance policies that help protect the insurers by paying claims against large losses.

1) Net Loss ratio:  Net claims incurred/ Net earned premium
Net Loss Ratio means, for any period, the ratio of (a) Ultimate Net Loss ceded to the Reinsurer plus the Reinsurer's quota share of ceded reserves for Ultimate Net Loss (including losses incurred but not reported) during such period, to (b) the Subject Premiums earned during such period.
2) Net expense ratio: Expenses/ Net written premium
The expenses can include advertising, employee wages, and commissions for the sales force. The expense ratio signifies an insurance company's efficiency before factoring in claims on its policies and investment gains or losses.
3) Net Commission ratio: Commission/ Net written premium

9)
· The history of general insurance dates back to the Industrial Revolution in the west and the consequent growth of sea-faring trade and commerce in the 17th century.
·  General Insurance in India has its roots in the establishment of Triton Insurance Company Ltd., in the year 1850 in Calcutta by the British.
·  In 1907, the Indian Mercantile Insurance Ltd, was set up.
·  This was the first company to transact all classes of general insurance business.
·  1957 saw the formation of the General Insurance Council, a wing of the Insurance Association of India.
·  The General Insurance Council framed a code of conduct for ensuring fair conduct and sound business practices.
·  In 1968, the Insurance Act was amended to regulate investments and set minimum solvency margins.
·  The Tariff Advisory Committee was set up.
·   In 1972 with the passing of the General Insurance Business Act, general insurance business was nationalized with effect from 1st January, 1973.
·  107 insurers were clubbed and made into four companies.

10)
Expenses- $8500
Commission- $5700
Net claims incurred- $150000
Net written premium- $50000
Net premium earned- $75000
Expense Ratio = Expenses/ net written premium 
=  
= 0.17
Loss Ratio = Net claims incurred/ Net premium earned 
=  
= 2
Commission Ratio = Commission/ Net written premium 
=  
= 0.11
Combined Ratio = Expense Ratio + Loss Ratio + Commission Ratio = 0.17+ 2+ 0.11= 2.28


                                                   END.

