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QUIZ #7 — CHAPTER 7

Pure premium is defined as
The premium required to pay claims.

b The premium required to pay claims and underwriting expense.
c) The premium required to pay claims and all administrative expenses.
d) The premium required to pay claims, administrative expenses and allow for a profit.

Rates are developed by
a) Underwriters in consultation with insurance brokers.
b) The marketing department.

c Actuaries.
Claims adjusters.

The process of rate discrimination attempts to

a) Identify the probably frequency and severity of loss of risks within a rating class.
Exclude risks belonging to classes containing excessive numbers of risk.

c) Identify risks within a class that are least in need of insurance.
d) None of the above.

The best exposure base for the rating of premises liability for a record store would be the
a) Square footage of the building.
@ Number of customers entering the premises.
c) Amount of street frontage involved.
d) Number of hours during which the store is open.

One example of a long tail situation arises when losses are incurred during the policy period
a) And resuit in clairns requiring immediate payment.
b And the expected payout is immediately known.

But are not discovered and reported until later.

And are denied by insurers when presented as claims.

Underwriting profit is defined as the amount by which
7 éj) Earned premium exceeds the cost of incurred claims and expenses.
\75) Earned premium exceeds the cost of incurred claims.
c) Written premium exceeds the cost of incurred claims and expenses.
d) Written premium exceeds the cost of incurred claims.

Loss statistics for most insurance sold in Canada is gathered and reported by the

a) Insurers Advisory Organization.
b) Federal government.
c) Provincial government.

@ Insurance Bureau of Canada.




8. What is the definition of pure premium?
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9. What is the difference between development factors and trend factors?
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11.  What are the major components of a rat}e? (commicsion 3
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12.  What are the two conditions for rate accuracy?
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13.  What is the exposure base of a risk? Ideally, what should it reflect? .
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14, ow is the premium rate or unit cost of insurance calculated?
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15.  Explain the law of large numbers and the theory of probability.
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16.  Describe the general process for all ratemaking.
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Explain the process of fixing and modifying the base rate of insurance.

Deloits ¢ credits e apphied  based onfctors fhak malce

W yisk either beter or worte tham the Ovtinge sk

of i fype.

M{)df;ﬁ{j ’EVUW\, “HWUJ_ +o T ba.i.Qg\ On \gﬁaﬁg'tf.\c@ﬂ /?Kmkitg
ﬁ“ﬁ (bﬁ{—a;j’L ())LQJZ—S bmad -@’%OUL@LL \\Vk SQQPQ —f—C @@dﬂi»@. &
edibie  wdication @z% f}__ﬂmg aime (oste.




