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1. Briefly explain the “cost of risk” as a useful measurement device for reporting the results of the risk and insurance management function. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (12)

2. Name the two components of insurance costs. ___________________________________________________________________________________________________________________________________________________________ (2)

3. Name five (5) reasons for unreimbursed losses. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (5)

4. List four (4) expenditures relating to risk control and loss prevention. _________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (4)

5. List three (3) administrative expenses relating to cost of risk. __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (3)

6. Which risk management objectives should be achieved when considering the cost of risk? _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (6)

7. In pursuing the objective of minimising the cost of risk, which qualifications are necessary? _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (6) 

8. Explain the components of the definition of “cost of risk” _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (6)

9. Briefly explain macro and micro integration in relation to cost of risk. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (6)

10. Identify the main strategies in risk-financing and indicate how they are applied in practice. Give at least two examples. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (5)

11. Briefly describe three (3) scenarios when considering investment decisions pertaining to risk management. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (6)

LU 10
12. Briefly define unfunded risks and name the broad categories it could be divided into. __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (3)

13. Name the reasons why risks would not be funded. __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (3)

14. Explain the principle of funded retained risks. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (5)

15. Name the three (3) steps in implementing a risk retention programme.                                       (This could also be a discuss question for 15 marks). __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (3)

16. Discuss the evaluation of retention funding using the value of the firm criterion. _____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (15)

17. Provide two reasons for retention programmes. ___________________________________________________________________________________________________________________________________________________________ (2)
18. Explain the principle of deductibles and what are the benefits of deductibles? ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (5)

19. Briefly describe four (4) types of deductibles. _____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ (8)
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