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Instructlotrs to Csndldetes:
l. Write your Roll No. on the top immediately on receipt ofthis question paper.

2. Use ofSimple Calculator is allowed.
3. Attempt any FM questions.

Ql ADswer the questions ftom the following caselets

(a) Mr. Amamalh lost his factory machinery valued (market value) at Rs. 20,00,000 as on the date of fire. IIe
warted to recove. a claim ofRs 25,00,000 for he had a policy ofRs 50,00,000. On enquiry, it was lound that
the same new machinery's cost is Rs 17,50,000. Iiyou were the insur€r, what amount ofclaim would have bee!
passed for Mr Amamath? txplain thc principle goveming your answer.

(b) Ratnam Manufactur€rs got their stock iosured against firc during the year. During Diwali celebmtions,
uccidently, a burning cracker caused fire in the warchouse and flrEm€n were able to remove undamaged stock
from the buming building to avoid its involv€mont in the fi.e. It was stacked in the open ysrd and subsequently
got damaged by Bin. What was thc proximate cairse ofihe damage, the firc or rain? Also, cxplain the principle
ofprcximate cause.

(c) Mr. R njith made a propossl to an insumnce company for an insurance policy on his life for Rs.8,00,000. He
truthfrilly answered all questions on th€ proposrl form and had disclosod all relevant facts. A few days latcr, but
belorc lhe proposal was acoepted, Mr- Ranjith fe)l ill with pneumonia. Th€ proposal was accepted by the
company dre next day. Two days lster Mr. Ranjith died ofpneomonia and the company leamt for the first time
of his illncss. Is th€ insumnce company liable to mak€ th€ pa),rnent? Explain your answer with ref€rence to the
basic principle ofinsurance applicable in this situation. (3 x 6 = 18)

Q2. Define lnsurance. Based on your definition, identiry and e)aplain the bssic characteristics of insurtuice and
characteristics olideally insursble risk. (18)

Q3. Bharat Limitcd has been a manufacturing company with great future potentisls. Thet manufacturing plants

sre spread across the country. Reoentl, after experiencing losses due to lack of preparedness, they hired a
professional tesm for risk management. Risk managers use a number of methods for identirying and managing
risk. They proposed oertain meihods of risk management for different situations. For each of the followi[g,
what method for handling risk is uBed? Explain your answer.

a. '[he decision not to carry earthquake insurancc on a firm's main manufacturing plant

b. The installation ofan aulomatic sprinkler system in the oflice.

c. The decision not to produce a product tha! might r€sult in a pmduct liability Iawsuit

d. Requiring reuileB who scll the firm's pmduct to sigD an ag.e€ment releasing the Iirm from liability ifthe
product injures someone.

e. Having contracls with several suppliers for timely sopply ofmw materials.

f. Taking malino insurance aSainst lh€ risk ofloss ofgood." during shipment. (6 x 3 = 18)

Q4, "The Insumflc. Regulatory and Developmest Authority of India has directed Heslth tnsurance providers to
develop specialized policies to cater to the needs of s€nior citizeff and also establish dedicated chanrcls for
addressing their grievanc€s and claims. With effect fmm I Ap'jll2l24,lR-DAI has r€moved the age limit for
purchasing health insuranoc poliojes. Earlier,65 yea$ was the age limit for buyirjg new he3lth insuranc€
policies." This recent news on IRDA throws some light on tho mle of IRDA in insurance sector. you are
required to explain lhe duties, powers and functions of IRDA in India.

(18)

Q5. ABC lnsurers, the ceding insurcr, was reinsrred by MN Reinsurance Co. The contracl stipulates cession ofI surplus lines of e]rch Rs 5,00,000 by reinsurer. The retention amount is Rs 10,00,000. Six policies are
underwritlen by ABC lnsur€rs of sum assured ofRs 50 lakhs, Rs 44 lakhs, Rs 9 lakhs, Rs 1.2 crores, Rs 95
lakhs and Rs E0 lakhs. (3 x 6 - 18)

(a) Compute percent rctention and cession risk in @ch case.

(b) Wlat would be your answ€r if ABC Insurers oeded first eight surplus lines to MN Re and second six surplus
lines ofRs 5,00,000 each to LB Reinsurer for last three policies?

(c) In case of(a), calculate the amount ofpremium and loss sharcd amongst thc ABC and MN Re on th€ basis
of following information

Policy I Prcmium - Rs 50,000 toss - Rs 2,00,000
Polioy 2 Prcmium - Rs 44,000 Ioss - Rs 1,00,000
Policy 3 Premium - Rs 10,000 Loss - Rs 65,000
Policy 4 Prcmium - Rs 1,25,000 Loss - Rs 5,00,000
Pol;cy 5 Premium tu 1,00.000 Loss - Rs 3,00,000
Policy 6 Premium - tu 85,000 loss - Rs 2,40,000

Q6. Answer any THREE ofthe followingi (3 x 6 = 18)

a, Requircments ofan insuranc€ conlract
b. 5000 factories require a Sum Insured of Rs.20 crorcs each. Statistic{tlly, we know that l0 factories get

dastroyed by fire each year, but we do not know which ten ifthe losses are to be paid for by all ofthe
5000 factory owners, whst should be the contuibution by each factory owner by way ofpure premiums?
Ifexpense ratio is 20%, what is the amount ofgross premium?

c. Endorsements and Riders
d. An agent places Rs 30,00,000 ofinsurance with Company A, Rs 10,00,000 with Company B, and Rs

10,00,000 with Company C, for a total of Rs 50,00,000. Ifpremirm receiv€d is Ib 32,000 and a Rs
1,00,000 loss occurs, what will be the share ofp.ernium and loss for each company

e. Benefits ofRisk Management
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