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Q1] a) True

Q2] Reinsurance is a second layer of insurance which acts as insurance to insurance companies. In this way insurance companies are protected from very large risks or claims; reinsurance helps insurance companies minimize their potential losses. Reinsurance works in a similar way to insurance; the reinsurer takes a certain sum of premium and in return covers some part of the risk involved. 
Types of reinsurance-
· Proportional reinsurance- Under this type, the direct writer (insurance company) and reinsurer divide the premiums and claims in proportions which are predetermined.
This is further divided into
1. Quota share reinsurance- The reinsurer pays a fixed proportion of the claim no matter the claim size. 
Example: If the policy states that the division will be 30%:70% and a claim of $100,000 is passed, the $30,000 will be paid by insurer and $70,000 will be paid by reinsurer.
2. Surplus loss reinsurance- It is a type of pro rata reinsurance in which the ceding company chooses the amount of risk it wants to retain. This amount is termed ‘line’. Each risk that requires an amount greater than the line is ceded to the reinsurance company on a predetermined proportional basis. 
Example: for a set line of $25,000, if 2 claims A and B of size $100,000 and $175,000 respectively, are passed. For A, the insurance company will pay $25,000 and reinsurance will pay $75,000. For B, insurance company will pay$25,000 and reinsurance will pay $150,000.

· Non-proportional reinsurance- Under this type, the direct writer pays a fixed premium to the reinsurer. The reinsurer will only be required to pay the claim when it falls within a particular range.
3. Excess loss reinsurance- In this type the reinsurer will pay any amount above a certain amount (suppose P), but fixes a certain limit after which the insurance company will pay again. 
Example: If an insurance company (A) sets up a policy with a reinsurance company(B) stating that the reinsurance company will pay anything above $150,000 with upper limit being $500,000. 
Suppose a claim of $7500,000 is passed,
A will pay $150,000
B will then pay $500,000 (max limit of policy)
A will again pay $100,000.
4. Stop loss reinsurance- This type of reinsurance does not work on each claim basis. It protects the insurer from suffering losses exceeding a certain limit over the year.
Example: If an insurance company’s total claim amount for the year exceeds the total premium amount for that year, the reinsurance company would pay till the losses are covered upto a limit.

Q3] Profitability terms:
· Net premiums written- It is the sum of premiums written by an insurance company in a given time period, less premiums given to reinsurance companies, plus and reinsurance acquired.
· Earned premium- It is the amount of premium collected by the insurance company from an insurance policy during the term of the policy.
· Net earned premium- It is the sum of net written premium and premium reserves at the beginning of a period minus the earned premium reserves at the end of the period.
· Net loss ratio- it is the ratio of net claims incurred to the net earned premium.
· Net expense ratio- it is the ratio of total expenses incurred to net written premium.
· Net commission ratio- it is the ratio of commissions to net written premium.
· Net combined ratio- it is the sum of loss ratio, commission ratio and expense ratio.
 

Q4] Exclusions of a motor insurance policy-
· Not having a valid Driving license.
· Driving under the effect of intoxicants.
· Vehicle is used for unlawful purposes; thefts/kidnapping/etc.
· Damage to tyres and/or tubes unless the body of vehicle is damaged at the same time.
· Accident taking place beyond geographical limits; driving a sedan car across a river knowing that it will cause damage to the car.
·  Electrical or mechanical breakdowns.
· Depreciation.

Q5] India had its first insurance company in 1818, when Oriental life insurance company started. Consequentially, Madras Equitable (1829), Bombay Mutual (1870), Oriental (1874), and Empire of India (1897) were started. In 1870, the British government passed the British Insurance Act inviting more companies into this sector. The Indian Life Assurance Companies Act was passed in 1912 and was the first to regulate life business. In 1928, The Indian Insurance Companies Act was enacted to enable the government to collect statistical data. An ordinance was issued in 1956, nationalizing the life insurance sector, and subsequently the life insurance corporation came into existence. Thus started India’s true insurance industry.

Q6] Expenses = $8500, commission = $5700, net claims incurred= $150000, 
        net written premium = $50000, net earned premium = $75000.
To calculate net combined ratio, we need to first find- net loss ratio, net expense ratio and net commission ratio.

Net loss ratio = (net claims incurred)/ (net earned premium)
Net loss ratio = $150000/ $75000
Net loss ratio = 2

 Net expense ratio = (expenses)/ (net written premium)
Net expense ratio = $8500/ $50000
Net expense ratio = 0.17

Net commission ratio = (commission)/ (net written premium)
Net commission ratio = $5700/ $50000
Net commission ratio = 0.114

Net combined ratio = Net loss ratio + Net expense ratio + Net commission ratio
Net combined ratio = 2 + 0.17 + 0.114
Net combined ratio = 2.284



Q7] List of Add-Ons-
1. No claim bonus: it is a discount given to a policy holder for making no claims during the policy term.
2. Nil depreciation: it pays the depreciation deducted on the value of parts.
3. Engine protection cover: Covers damage to the engine which is not covered under a normal policy.
4. Consumables cover: Pays for consumables like engine oil, brake fluid, etc.
5. Return to invoice: In case of total damage or theft, it gives you the entire amount of your car at the time of its purchase including registration and tax fees.
6. Tyre protect cover: Covers the wear and tear of tyres which is generally not covered under normal policies.
7. Roadside assistance: 24/7 availability of towing and repair services in case of roadside breakdown.
8. Loss of personal belongings: belongings lost in an accident will be covered.
Q8] Documents required to claim health insurance-
· Health card
· Appropriately filled claim form.
· Medical certificate which is signed by the treating doctor.
· Discharge summary or card from the hospital.
· All bills and receipts (original).
· Prescription pharmacies/ the hospital.
· Investigation report.
· If it is an accident case, then the FIR or Medico Legal Certificate (MLC) is required.

Q9] Third-party liability coverage is the portion of an insurance policy that protects you if you’re sued (or threatened to be sued) for a physical injury or damage to someone else’s property. Also
referred to as legal liability coverage, this section of your home or car insurance policy is set up
to cover things like legal fees. When the policyholder collides with the car of a third party leading to death or bodily injury to the third party, your liability to the third party is covered by the insurer.
It also covers damage to property of third party caused by policyholder’s car. In case of absence of personal cover, damage to self can be also be added as an add-on in the
third party cover. Damages to own car is not covered under third party cover. There are two types of automobile third-party liability coverage. 
First, bodily injury liability covers costs resulting from injuries to a person. These injuries' costs could include expenses like hospital care, lost wages, and pain and suffering due to the accident. 
Second, property damage liability covers costs resulting from damages to or loss of property. 

Q10] List of health insurance products- 
· Individual health insurance
· Family health insurance
· Critical illness insurance
· Specific Disease insurance
· ULIP’s
· Personal accident insurance 
· Top up health insurance



