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LU 11

1. Define a captive insurance company. ________________________________________________________________________________________________________________________________________________________________________________________________________________ (3)

2. Briefly describe how captives work. ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (4)

3. Name and briefly describe the factors influencing the decision where to domicile a captive. ____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (14) 

4. Name and describe the various types of captives. ______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (11x2)

5. Explain the reasons that should be considered in forming a captive. ___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (8x3)

6. A decision to invest in a SPV (special purpose vehicle) or specially designed third-party insurer is driven by various considerations. List seven (7). _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (7)

7. Define ART (alternative risk transfer) _________________________________________________________________________________________________________________________________________ (2)

8. Define IRIS (Insurance risk integration strategies) _________________________________________________________________________________________________________________________________________ (2)

9. Describe five (5) types of captive ownership structures. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (10)

LU 12

10. What are the purposes of insurance? _____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (4)

11. What is the function of the insurer? _____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (4)

12. Describe adverse selection. _______________________________________________________________________________________________________________________________________________________________________________________________________________ (3)

13. Briefly describe what an insurable peril is. _____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (4)

14. What are the factors to be considered to decide whether a peril is insurable? _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (7)

15. Briefly explain the reasons for the un-insurability of speculative risks? _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (3x2)

16. Describe three (3) problems in determining insurance rates. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (3x2)

17. There are two fundamental approaches to setting rates and premiums ie Class rates and Individual risk rating. Describe:

a. Class rates. ________________________________________________________________________________________________________________________________________________________________________________________________
b. Individual or experience risk rating. ________________________________________________________________________________________________________________________________________________________________________________________________
i. [bookmark: _GoBack]Experience rating. _________________________________________________________________________________________________________________________________________________________________________________
ii. Retro rating. _________________________________________________________________________________________________________________________________________________________________________________
iii. Schedule rating. _________________________________________________________________________________________________________________________________________________________________________________
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