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Unit 1
Risk Analysis

1. Moral hazard is determined on the basic of the data given by
A. Special enquires
B. Proponent
C. Agent
D. All of these

2. Which of the following client categories are considered to be a high-risk group in context of accidental death
or injury?

College going student

Young adult with family

Matured person of 45 years ago

Retired person

oo

3. Loss of income derived from a property is an example of
Consequential Loss arising out of Property risk
Direct Loss arising out of Property risk’

Personal Risk

Liability risk

ooy

4. Risk management is scientific approach that deals in managing the
Speculative Risk

Static Risk

Pure Risk

Dynamic Risk

oo

5. Liability arising from the ownership or occupation of a property is an example of
A. Fixed Liability
B. General Liability
C. Speculative Liability
D. Personal Liability

6. Perils in insurance means
A. The condition which can increase the loss
B. The cause of loss
C. Financial loss
D. The amount of compensation in case of loss

7. Generally in terminology, the pure risks are classified in the following categories
A. Private and Official Risk
B. Personal property and liability Risk
C. Property and Liability Risk
D. None of the above

83. All the following statement are true about insurance EXCEPT:-
A. A large, uncertain loss is traded for a small, certain loss
B. Itis a social device for spreading loss over a large number of people
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C. Insurance is a mechanism for handling speculative risk
D. Insurance transfers risk from one party to a group

84. Normally insurance is an example of ..............
Risk prevention

Risk transfer

Risk Retention

Risk Reduction

oo

91. A particular fact is material to the risk or not is decided by the
A. Proposer
B. agent
C. Underwriter
D. Any of the above

92. The process of due diligence observed by an insurance agent can be termed as
A. Underwriting
B. Site Check
C. Inspection
D. Investigation

93. Whenever an insurer partly reinsurer the risk with Reinsures, itis a case of
I.  Risk avoidance
II.  Risk Transfer
lll.  Risk Retention

A. landll
B. Il and lll
C. Only |
D. landlll

94. Risk control means
A. Avoiding, reducing and eliminating the chance of occurrence of all events
B. Anticipation, ascertaining and increasing the chances of occurrence of loss producing events or limiting
the severity of losses that do happen
C. Avoiding, reducing and eliminating the chances of occurrence of loss producing events or limiting the
severity of losses that do happen
D. None of the above

205. The following is the similarity between insurance and gambling

A. Promise to pay on the happening of an event

B. The amount of loss to be paid is known beforehand
C. Bothe the parties win on happening of an event

D. Both are enforceable at law

206. The income of a client is used to determine:
I. The amount of income protection cover required
Il. The amount of premium loading and/or any exclusion applicable to the policy
Ill. What level of income would be required for dependants in the event of premature death?
IV. What level of income would be required in the event of disability?
A. landll
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B. Iland IV
C. I,lIIland IV
D. I, lland IV

207. Which of the following is a benefit of having multiple lives covered under the one policy?

The premium is calculated based on the details of 'the person of least risk'’

The clients are only required to pay the equivalent of one person's premium, being whichever is the
most expensive

C. Each of persons covered has access to their own sum insured plus that of the other life insured,
D

w >

effectively doubling their level of cover
. The clients only incur one policy fee

208. A financial adviser must demonstrate to the underwriter that they have considered:
A. The insurer's requirements, for the proposed amount of cover, has been fulfilled
B. Their clients ability to meet the cost of premiums
C. Alternative methods to control or avoid the risk
D. The amount of risk that the insurer is taking on by accepting the client

209. Step 2 in the insurance review process is, 'Establish changes in client circumstances’. What would NOT
be considered a ‘change'?

The client is made redundant

The client wants their insurances reviewed more frequently

The client's mother has permanently moved in

The client's marriage recently ended

oo

210. A client explains that she only wants an insurance policy that will cover her family against financial risk
over the next five years, while she still has dependent children and a large mortgage. It is unlikely her income
will increase over this period. What type of insurance is she looking for?

A. An unit linked insurance plan

B. Money back policy

C. Term insurance with a level premium

D. Term insurance with a stepped premium

211. Mrs. Kavita, a 40-year-old widow, has a 8-year-old son. Her current savings are not adequate to provide
for her son’s post graduate studies however she will be able to save it up by the time he finishes graduation i.e.
when he is 20 years old. Mortality tables indicate that her life expectancy is another 30 years. Which of the
following is true?

She needs to insure her life for 12 years

She does not need to insure her life

She needs to insure her life for 30 years

She needs to insure her son’s life for 30 years

oo

212. Mohan, 36 years and married, works for a multinational firm, which provides adequate medical and
related covers. He is also able to accumulate sick leave. He already has his own home and savings of Rs. 35
lakh, which are well invested. Which insurance cover does he require the most?

Life Cover

Medical Cover

Property Insurance

Temporary Total Disablement Cover

OCOow>»
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Answer Sheet Unit 1

1/ D| 44|C 87| B 130 | C 1731 D 216 | A
2|A| 45| D 88 | B 131 | B 174 | C 217 | A
3|A| 46| A 89 | D 132 | A 175 | C 218 | D
4 C| 471 A 90 | C 133 | B 176 | C 219 | C
5S|D| 48| D 91| C 134 | C 177 | B 220 | D
6/ B| 49| A 92 | A 135 | A 178 | A 221 | A
7/B|] 50| A 93| B 136 | C 179 | B 222 | B
8/ B| 51|C 94 | C 137 | B 180 | B 223 | A
9/B| 52| D 95 | C 138 | A 181 | A 224 | A

10| C| 53| A 96 | D 139 | D 182 | D 225 | A

11 B| 54| B 97 | A 140 | A 183 | B 226 | D

12| C| 55| C 98 | B 141 | C 184 | A 227 | B

13|A| 56| C 9 | D 142 | A 185 | B 228 | C

14|/ C| 57|C 100 | B 143 | D 186 | B 229 | D

15|/C| 58| C 101 | C 144 | B 187 | D 230 | B

16| B| 59| A 102 | C 145 | C 188 | A 231 | B

17/D| 60| A 103 | D 146 | A 189 | D 232 | A

18/ B| 61| B 104 | A 147 | D 190 | D 233 | B

19/ B| 62| A 105 | D 148 | C 191 | D 234 | D

20 B| 63| A 106 | C 149 | D 192 | D 235 | B

21| D| 64| C 107 | B 150 | B 193 | A 236 | D

22| D| 65| D 108 | A 151 | B 194 | B 237 | C

23| D| 66| B 109 | A 152 | A 195 | B 238 | C

24| B| 67|C 110 | C 153 | C 196 | D 239 | B

25| C | 68| D 111 | B 154 | D 197 | C 240 | A

26 | D| 69| C 112 | B 155 | C 198 | C 241 | A

27| B| 70| D 113 | C 156 | C 199 | D 242 | B

28| C| 71| A 114 | C 157 | C 200 | A 243 | A

2| C| 72|C 115 | D 158 | B 201 | D

30| B| 73| B 116 | C 159 | C 202 | C

31| B| 74| A 117 | B 160 | D 203 | C

32| A| 75| D 118 | B 161 | A 204 | C

33|A| 76| C 119 | C 162 | A 205 | A

34| C| 77| B 120 | A 163 | D 206 | C

35|C| 78| A 121 | B 164 | A 207 | D

36| B| 79| C 122 | D 165 | C 208 | A

37| B| 80| A 123 | B 166 | B 209 | B

38| C| 81 |C 124 | B 167 | A 210 | C

39| B| 82| A 125 | D 168 | A 211 | A

40| D | 83| C 126 | A 169 | C 212 | A

41 | B| 84| B 127 | C 170 | D 213 | A

421 A| 8 |C 128 | C 171 | B 214 | D

43|/ C | 8 |D 129 | D 172 | B 215| C
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Unit 2

Insurance Concepts
244. What does the insured's duty of disclosure mean?
The insured must disclose everything to the insurer
If a proposer does not answer on the application form, the insurer does not have to pay claims
The insured must disclose to the insurer every relevant matter known

If an application form is ambiguous, and as such the meaning is misunderstood by the insured, the
insurer can claim non-disclosure

oo

245. Insurance is an agreement to

Share the losses

Spread the economic burden throughout the group
Make the individual feel more secure

All of the above

oowp

246. (A) Under the principle of indemnity, the amount payable by the insurer in the event of contingency
insured against happening, payment will be limited to the loss the insured suffers.
(B) In certain forms of medical/health insurance, the principle of indemnity is applicable

A. Statement A is only correct

B. Statement B is only correct

C. Statement A and B are incorrect

D. Statement A and B are correct

247. Which among the following limits the applicability of the principle of indemnity in insurance?
A. The subject matter of insurance is the insured’s interest in that subject
B. The maximum liability of the insurer is limited to the sum insured
C. The sum insured may not always reflect the full value at risk
D. The value at risk is usually the depreciated value

248. A person owns a flat worth (market value) Rs.200000. He had insured it only for Rs 1, 50,000. The flat is
damaged by an earthquake, which loss is assessed at Rs.40000. Assuming the insurer applies the principle of
Average to the loss, the insured will get a claim payment of

Rs.30,000

Rs.53,333

Rs.40,000

No

oo

249, In life insurance, for a claim to be entertained, insurable interest must exist
A. At the time of contract
B. At the time of occurrence of loss
C. Both at (a) and (b)
D. None of the above

250. In the above question if contact is for property insurance(excluding marine insurance) insurable interest
must present

At the time of contract.

At the time of occurrence of loss.
Both at (a) and (b) above.

None of the above.

oo
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251. (A) Debtors have insurable interest on the lives of creditors
(B) Children have insurable interest on the lives of parents

A. Statement A is only correct

B. Statement B is only correct

C. Statements A and B are incorrect

D. None of these

252. In marine insurance claims, insurable interest must shown to exist at the time of
A. Loss
B. Contract
C. Both a and b above
D. None of the above

337. Policy document is
Evidence of the contract

Evidence of risk

Evidence of the company having accepted premiums
None of the above

oo

338. Of the following which is the basis of the contract?
Proposal form

Agent's confidential report

Occupational query form

Medical report

oo

339. Parties to a contract must have intention to create relationship.
Social

Legal

Political

Emotional

ooy

340. Offer in life insurance contract refers to :

Proposer paying first premium

Proposer’s filling up application form for taking insurance
Original policy document

Company’s brochure duly authenticated

oo

341. The application of the law of contract does not apply to contracts.
A. Insurance
B. Stock markets
C. Property deals
D. None of them

342. Insurance can be contracts.
A = Benefit, B= Indemnity, C= Negotiated.
A. Only A
B. EitherBorC
C. Only A
D. OnlyB

343. An insurance contract can be described as a contract of
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Indemnity
Profit

Capital gains
Earning return

oo

344. In an insurance contract the side making the offer is
A. The insurance company
B. The insured
C. The beneficiary
D. All of the above
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Answer Sheet Unit-2

244 C 278 D 312 D 346 C
245 D 279 D 313 C 347 D
246 D 280 C 314 A 348 A
247 C 281 C 315 B 349 A
248 A 282 B 316 A 350 D
249 A 283 B 317 A 351 C
250 C 284 B 318 D 352 D
251 C 285 B 319 A 353 B
252 A 286 D 320 B 354 C
253 D 287 A 321 A 355 D
254 D 288 A 322 D 356 A
255 B 289 D 323 D 357 C
256 A 290 D 324 A 358 B
257 A 291 B 325 A 359 B
258 D 292 C 326 D 360 C
259 A 293 B 327 B 361 C
260 A 294 C 328 A 362 B
261 C 295 D 329 A 363 D
262 D 296 C 330 A 364 D
263 A 297 D 331 B 365 B
264 A 298 B 332 B 366 B
265 C 299 C 333 B 367 A
266 A 300 A 334 A 368 D
267 C 301 C 335 D 369 A
268 C 302 A 336 C 370 D
269 B 303 C 337 A 371 D
270 B 304 A 338 A 372 B
271 D 305 D 339 B 373 B
272 C 306 B 340 B 374 A
273 D 307 A 341 D 375 C
274 D 308 B 342 B 376 C
275 B 309 B 343 A

276 C 310 C 344 B

277 B 311 A 345 B
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Solution287: Professional Indemnity requirement as per IRDA norms:

Direct broker Three times of remunerationin PY subject

toMin 50 Lakh

Reinsurance Three times of remunerationin PY subject

toMin 2.5Lakh

Composite Three times of remunerationin PY subject

toMin 5 Crore

Solution 369: Intentional Tort could be Libel - Publication of false statement to damage others

reputation. Slander - Damaging reputation verbally Assault - Unlawfully touching another person

Solution370: Landless Agricultural Labourers Group Insurance (LALGI) scheme is a social

security group scheme where in head of the family between 18 to 60 years is eligible if has no
land. On his death a sum of Rs.2000/ is paid to the family.

Roots Institute of Financial Markets
1197 NHBC Mahavir Dal Road. Panipat. 132103 Haryana.
Ph.99961-55000, 0180-2663049 email: info@rifm.in

RIFM Web: www.rifm.in
Strong Roots Wide Reach




Unit 3

Insurance Policies and Strategies

390. General insurance policies shall be void unless the person affecting the insurance has an
insurable interest in that property at the time the policy is affected as well as at the time of the
occurrence of the insured event.

A. True

B. False

391. Amita purchased collision insurance on her new car. While Amita was driving home from
work, another driver failed to stop at the traffic signal and hit Amita’s car. Amita called up her
insurance agent and reported the accident. The agent said, “Don’t worry, Amita, we’ll pay to get
your car fixed. And after we pay for the damage to your car, we will try to collect the damages
from the driver who damaged your car.” The process the agent described is called

A. Waiver.

B. Consideration.

C. Estoppels.

D. Subrogation.

392. For dependent parents, the least important risk to be covered is
A. Life insurance cover
B. Hospitalization / Sickness Insurance
C. Disability Insurance
D. Long term Care cover

393. Liability exposure is NOT
A. Self - injury in an accident
B. Injury to employees
C. Bodily injury or property damage
D. Professional negligence in giving advice

394. Mohan and Sohan are healthy, able bodied men. Mohan lives on a flood plain and Sohan
lives on a hill next town. While talking out insurance, the insurance company proposes a higher
premium for Mohan. How would you discuss the present situation?

A. Both are healthy, so both should be charged the same premiums

B. They should get a discount for being healthy

C. Living on a flood plain does not in any way affect the premium

D. Mohan should understand that that the risk is higher so the premium is also higher.

395. Mr. Rihan lives in Kerela, which is not earthquake prone. He decides to take out insurance
on his property. As an insurance advisor, you would advise him that

He should not take out property insurance since he does not need it.

He should not take the earthquake option, since it will be expensive

He should not take out property insurance, since it will be expensive

He can take out property insurance as the premium will depend on the risk and will
therefore be cheaper.

oo
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396. Which of the following is NOT a control measure, which may be used to reduce Property
risk?

A. Extinguishers and fire blankets

B. An excess on the house and contents insurance

C. Car alarm

D. Cutting back trees around the home

397. Professional Indemnity Insurance upholds that:
I.  Duty of care is owed by suppliers of advice or information
II.  Suppliers of advice or information present themselves as having special skill and
knowledge in the area that the information is related to
lll. It was reasonable that the person who took the advice or information would rely and act
on that advice
IV. Liability only arises as a result of dishonest service

A LILITT&IV
B. ,LIIl&IV
C. LI&IV

D. I, I&ll

478. What does annuity signifies?
A. Regular monthly payments
B. Regular quarterly payments
C. Regular half yearly payments
D. All of the above

479. Nomination can be made subsequent to issuance of policy by
A. Passing an Endorsement
B. Intimating the insurer
C. Intimating the new nominee
D. BothA&B

480. State which of the following statement is correct?
A. A policyholder loses his rights on the policy money once the assignment is done
B. Assignment can be cancelled by crossing/tearing the deed of assignment
C. Both the statements above are correct
D. Both the statements above are wrong

481. What do you mean by proposal form?
A. ltis written document by medical examiner
B. Itis a document submitted by prospective insured to insurance company
C. ltis written document by insurance broker
D. None of the above

482. A policy that has been assigned will revert back to the assignor
A. If the assignment is conditional
B. Whenever the assignor demands it
C. When the conditions specified in the conditional assignment are completed
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D. On maturity of the policy

483. Numerical rating systems refers to
A. Rating of performance of insurers
B. Rating of premium of standard lives
C. Rating of performance of agent
D. Rating the risk of proposer

484. Implosion in fire insurance means

Inward burst

Sudden burst with loud report
Damage caused by corrosion
Damage cause by tempest

oO0w»

485. State which of the following Statement is true
Statement A: Declaration by insured/proposer, in proposal form is accepted by insurer based on
the Principle of Utmost Good Faith
Statement B: Declaration by insured/proposer, in proposal from is accepted by the insurer
based in the principle of indemnity

A. Both Statement A & B are true

B. Only Statement A is True

C. Only Statement B is True

D. Both Statements A & B are False

486. Kavita, aged 34 years, is having a policy of Rs. 1, 25,000 and paying a premium of Rs.
2,000 for last 12 years. The cash surrender value of this policy is at the end of previous year
was Rs. 30,000. It is estimated that by this year end, the cash surrender value of this policy
would be Rs. 34,000. New term insurance of sum assured of Rs. 1, 00,000 costs Rs. 400 per
annum today as per Kavita. If rate of interest is 7% then advise Niharika if it is better to
continue this policy or discontinue it?

To discontinue the policy

To continue the policy

More information required

None of the above

oow>

630. A group of 55000 persons each aged 40 years wish to apply for term insurance for a one
year period for a sum of Rs. 3,00,000. If mortality tables show that out of 60, 00,000 people
55,000 die within a year, find the premium to be paid by each of the 55000 applicants.

1500

1250

1400

2750

oo

635. Calculate half yearly premium on SA 150000/-on the basis of the following data:
e Plan Term — Endowment 25 years, tabular premium Rs. 53.40 per thousand
e Accepted with DAB extra Re.1 per thousand S.A.
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e Occupation Extra Rs. 3 per thousand
e S.A Rs. 1, 50,000 Rebate Rs. 2
e Yearly Mode = Rebate — less 3%
e Half yearly premium — Rebate — Less 1.5%
e Quarterly premium — Rebate — Nil
e Monthly premium — Rebate — plus 5%
A. 8070
B. 4095
C. 7740
D. 8610

636. Which of the following is / are true regarding the ownership of life insurance?
1. A policy can only be issued to the insured.
2. Generally, assigning a policy requires proof that the insured is still “insurable” meaning still in
good health.
3. Only a person with an insurable interest, generally a relative, a business associate, or lender,
can be named as a beneficiary.
4. The owner can assign (transfer) the policy to whomever he or she chooses, even if the
assignee has no insurable interest.

A. 1, 2, and 3 only.

B. 1only.

C. 2 and 4 only.

D. 4 only.

637. The amount required to meet the risk of death for a given age in a particular year is called

Risk premium

Net premium
Gross premium
None of the above

oow>

638. The proposal form includes:
Personal details of the client
Policy details

Information about the insurer

Risk factors in insurance business

oo

639. The proposal form has to be signed by :
A. The proposer and witnessed by a third party
B. The proposer and the agent
C. The proposer and the person whose life is to be assured
D. BothAand C

640. The surplus generated from the investment division of an insurance company, which is
distributed amongst the policyholders is called as

A. Bonus

B. Interest
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C. Maturity value
D. None of the above
813. Domiciliary hospitalization period is defined as
A. One day
B. Two days
C. Three days
D. Four days

814. Bhavishya Arogya policy is meant for persons in the age group between
A. 2510 55 years
B. 30 to 55 years
C. 25t0 60 years
D. 30 to 60 years

815. The waiting period under a disability benefit policy refers to

The period of time that must elapse before the policy benefit commence.

The period of time that must elapse between submission of claim and settlement of the
claim.

C. The period of time that must elapse before the issue of the policy document.

D. The period of time that must elapse before the proposal can be considered.

© >

816. Under an Overseas Travel Insurance policy, the maximum cover for third party liability is
A. US $1,00,000
B. US $2,00,000
C. US $5,00,000
D. None of the above

817. Insurance under Disability Insurance is not provided for
Disabilities caused by sickness

Disabilities caused by accidents

Disabilities caused by hereditary causes

None of these

oowp

818. A Hospital Expenses Insurance policy will NOT cover:
Expenses incurred due to outstation treatment

Pre and post hospitalization expenses
Hospitalization expenses following an accident injury
None of these

oow>

819. Under a disability benefit policy, the waiting period is the period of time that must elapse

A. before the issue of the policy document

B. before the policy benefit will commence

C. before the proposal can be considered

D. before the settlement of claim after submission

820. When should one inform the insurer in case of a health insurance claim?
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oo

When the insured person is hospitalized

When the health disorder is noticed

When the course of treatment for the insured person is complete
When the bills of the hospital, where the insured individual was hospitalized, are paid.
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Solution444: The purpose of excess is to keep away the small claims and reduce the expenses
of servicing claims. So, nothing would be paid here as excess is 5000 and loss is 4500 which is
below excess limit
Solution 463: CPT= {(P+CVP) (1+i)-(CSV+D) = 23.380 = 17.71
(F-CSV) * 0.001 1.320
Solution 475: Earning= 80,000 * 12=9, 60,000
Maintenance expenses:-, Professional tax= 6000 + Income tax= 1, 50,000 +Self Expenses=
30,000 + Insurance Premium= 43,000
2, 29,000
Earnings- maintenance expenses=9, 60,000-2, 29,000= 7, 31,000
CMPD option
Set-Begin, n= 60-30=30,1=6,PMT=7,31,000,FV=0,PV=(-) 1,06,65,817.70
Human Life value= 1, 06, 65,817.07-2, 50,000=1, 04, 15,817.70
Solution 486: CPT= {(2.000+30,000)(1.07)-(34,000+0)}
(1, 25,000-34,000) (0.001
= 34,240-34,000 = 240 =2.6373
9191
Cost of existing policy= 2.6373
Cost of new policy= 400 * 1000=4
1, 00,000
So, existing life insurance is better than purchasing a new policy as it‘s cost is lower than the
new policy.
Solution 490: Life Insurance = 2, 00,000 x 75 =1, 50,000
100
=100 x 1, 50,000 =18, 75,000
8

=18, 75,000+1, 00,000 = 19, 75,000]
Solution 492: CPT = {(13,000 + 5, 50,000) (1.09) — (6, 00,000 + 0)}
(20, 00,000 - 6, 00,000) 0.001
= (5, 63,000) (1.09) - (6, 00,000)
(14, 00,000) 0.001
=6, 13,670- 6, 00,000 13,670
1400 1400
=9.76
Solution 493: CPT = {(14,000 + 35,000) (1.08) — (40,000 + 10,000)
(15, 00,000 — 40,000) 0.001
= (49,000 X 1.08) - 50,000
(1, 46,000) 0.001
=52, 920 - 50,000 =2
1460
Cost of old policy = 2
Cost of the new policy = 4200 x 1000 =2.8
15, 00,000
So, he should continue the policy
Solution 499 CPT = {(30,000 + 6,50,000) (1.14) — (7,00,000 + 15,000)
(15, 00,000 — 7,00,000) 0.001
=7,75,200 — 7,15,000 = 75.25
800
Solution 505: {(23,000 + 5,70,000) (1+.10) - (13,000 + 6,00,000)

(20, 00,000 - 6,00,000) 0.001

=6,52,000 - 6,13,000
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1400
= 39,300 =2 8.07
1400
Solution 519 :( HINT: H= (E-M)*An H=human life value, E= earnings per annum,
M=maintenance charges+ taxes+ life insurance premium, an annuity factor at a given rate of
discount, N=number of years (working span) Calculation Amount in Rs.
Gross total income= 240000
Less: Self maintenance expenses 30000
Taxes payable 35000
Life insurance premium 15000
Surplus income generated for the family 160000
This surplus income will be capitalized through discounting at the interest rate of 8% per annum
for 25 years term.
160000 pmt, bgn mode, 25 n, 8 i
Comp PV=1844600
Solution 520 :( HINT: Mohan needs an annuity which will cover his expected span of life
(1950+65=2015) as well as the expected life span of his wife Sujata (1955+70=2025).So the
annuity should be life spans of both Mohan and Sujata)
Solution 526: Salary = (55000 x 12) — (3000 + 132000 + 45000 +18000) = 462000/- PMT
Working Life left = 60 — 30 = 30 years = NPER
Rate of Capitalization = 8% pa = Rate, HLV = 52 Lakhs (approx)
Net recommended amount = 52 Lakhs — 12 Lakhs = Rs. 40 Lakhs (approx
Solution527: Rs. 15 Lakhs — (5000 + 410000 + 55000 + 100000) = 930000
Rate is 5%, Nper is 25, HLV = PV = 1.31 crore, Hence the answer is Rs.2.26 crore.
Solution 532: Use capital liquidation approach,(i) Need Based:, PMT : (5 — 1) = 2 Lakhs
NPER: 40, Rate: 3%, Type: 1, PV = 47.61 — 20 = 27.61 Lakh, Income approach
PMT : (3.5-1) = 2.5,NPER : 40,Type : 1,Rate : 3%,Pv : 59.52.
Solution 544 5 + 1 + 2 = 8 % of income....
8/100 x 500000 = 40000.
Solution 546 4 + 3 + 0.30 — 2 = 7.30 Lakhs
Solution 547: Find FV given NPER = 15; Rate =5 %; PMT = 23000
As one pays premium as advance this is Type =1, FV = 521122
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Unit 4
Environment of an Insurance Advisor

836. In case of assessment of loss where the assessment is not carried out by licensed surveyor and loss
assessor.

A. Up to 20000/-

B. More than 20000/-

C. None

D. BothA&B

837. In case of Non-Marine losses insured can exercise/opt for as per policy in case amount offered
by insurer is not acceptable to insured..

A. Arbitration

B. Litigation

C. Grievance Redressal Committee

D. Ombudsman

838. Which Surveyor’s services are mandatory under section 64UM of Insurance Act 1938 where loss is
25000/-?

Independent Surveyor

In-House surveyor

Both

None of the above

oo

839. Select the correct option in respect of pecuniary jurisdiction of the National Commission under the
Consumer Protection Act 1986.

Above Rs. 20 lakhs and up to Rs. 40 lakhs

Above Rs. 20 lakhs and up to Rs. 50 lakhs

Above Rs. 40 lakhs

Above Rs. 20 lakhs and up to Rs. 40 lakhs

oo

840. Which approach is good?

. Agent advises his prospect that he need not mention that he is an NRI.

Agent advises his prospect that he need not mention death due to suicide in his family.
Both approaches.

Neither.

oOOwp

845. State which statement is correct?
A. Ombudsman is created by IRDA Act.
B. Proportional paid up value is guaranteed by the Insurance Act 1938.
C. Both statements are correct.
D. Both statements are wrong

846. Social sector includes
Formal sector

Organized sector
Economically vulnerable sector
None of these

oo
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847. Consensus ad idem means parties are of _ mind.
A. Two
B. Differing
C. Same
D. All of these

956. Reinsurance cannot exist

Without its global character

Without captive insurers

Without there being direct insurance.
Without past data of catastrophe risk covered

oo

957. Every reinsurance instrument executed out of India chargeable with duty may be stamped
Within four months

Within five months
Within three months
Within six months

oo

958. A person takes insurance for Rs. 5 Lakhs from one insurance company and Rs. 3 Lakhs from another for
the asset worth Rs. 8 Lakhs. In this case when there is a loss of Rs. 6 Lakhs then the total sum paid by the two
insurance companies put together will
be
Rs. 5 Lakhs
Rs. 6 Lakhs
Rs. 8 Lakhs
None of the above

ooy

963. Rate of premium depends on the basis of
Age

Term

Policy type

All of the above

ooy
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Answer Sheet Unit — 4

825
826
827
828
829
830
831
832
833
834
835
836
837
838
839
840
841
842
843

D

969
970
971

972
973
974
975
976
977

978
979
980
981
982
983
984
985
986
987
988

989
990
991

992
993
994
995
996
997
998
999

1000

B

933
934
935
936
937
938
939
940
941
942
943
944
945
946
947
948
949
950
951
952

953
954
955
956
957
958
959
960
961
962
963
964
965
966
967
968

897
898
899
900
901
902
903
904
905
906
907
908
909
910
911
912
913
914
915
916

917
918
919
920
921
922
923
924
925
926
927
928
929
930
931
932

861
862
863
864
865
866
867
868
869
870
871
872
873
874
875
876
877
878
879

880
881
882
883
884
885
886
887
888
889
890
891
892
893
894
895
896

844
845
846
847
848
849
850
851
852
853
854
855
856
857
858
859
860
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Sample Paper 1

1 Mark (40 Questions)

1. What does a Pure Risk involve?
A. Loss or no loss
B. Loss and Gain
C. Gain
D. All the above

2 Insurable risks are categorized into
A. Private and official risk
B. Personal and property and liability risks
C. Officials and property risks
D. Private, official and property risks

3 An insurable loss must be
A. Certain
B. Fortuitous or accidental
C. Indefinite
D. Impossible to happen

Four Mark (15 Questions)
1 Sohan got some injuries at the building site when the building contractor's car ran over his toe. He was
unable to attend work for 6 weeks. What are the options available to Sam?
A. Sohan and the contractor get the Accident Insurance.
B. Sohan gets Accident Insurance. The contractor gets third party Liability Insurance and Sam can sue the
contractor for damages.
C. Sohan gets Disability Insurance, if he has one. The Contractor gets a third party Liability Insurance and
Sam also gets insurance for third party negligence.
D. Sohan gets Disability Insurance, and the contractor gets Accident Insurance.

2. Mohan owns a flat worth Rs. 2,00,000 (market value). He has insured it only for Rs. 1,50,000. The flat is
damaged by an earthquake, and loss is assessed at Rs. 1,00,000. Assuming the insurer applies the principle
of Average to the loss the insurer will get a claim payment of _

RS. 75,000

Rs. 70, 000

Rs. 37, 900

Rs. 1,00,000

oo

3 A Prospect and Planner agreed for an Endowment Assurance Policy for Rs. 41akhs, limited payment for 10
years with the term of 20 years. If Reversionary bonus is taken as 7.5% p.a and terminal bonus as Rs. 150/-
per 1000/-. The maturity value would be _

A. RS.10,50,000

B. RS.10,60,000

C. Rs. 10,70,000

D. Rs.10,80,000

4 Malhotra Heart Centre has a great marketing centre and a full business. Dr. Kohli, the Chief Heart Surgeon is
held in high esteem nationwide for his expertise and success rate in surgery. He has made an outstanding

Roots Institute of Financial Markets
1197 NHBC Mahavir Dal Road. Panipat. 132103 Haryana.
Ph.99961-55000, 0180-2663049 email: info@rifm.in

RIFM Web: www.rifm.in
Strong Roots Wide Reach




contribution for the last 8 years to enable market leadership for Malhotra Heart Centre. The most appropriate
policy that the owners may take in the interests of business on the life of Dr. Kohli would be

A. Personal Accidental Insurance

B. Term Insurance

C. Key Man Insurance

D. Mediclaim Insurance
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Sample Paper 2

Two Mark (20 Questions)

1. If a claim arises out of the death of an insured individual would be paid the money.
A. The first son of the insured individual
B. The spouse of the insured individual
C. The mother of the insured individual
D. the person nominated under the policy by the individual, if any

2. When does the insurer has to be informed in case of a health insurance claim?
A. When the insured person is hospitalized
B. When the health disorder is noticed
C. When the course of treatment for the insured person is complete
D. When the bills of the hospital, where the insured individual was hospitalized, are paid.

3. Who initiates the action with respect to maturity claims under a life insurance policy.
A. The planner
B. The policy holder
C. The intermediary who sold the policy
D. The insurance company

7. The insurance planner or intermediary is responsible for
A. Health insurance claims
B. Death claims in life insurance policies
C. Disability claims in personal accident. policies
D. All of these
Four Mark (15 Questions)

1. Given the following information, indicate which of the four options given below shows the monthly premium
(rounded off to the nearest rupee)to be paid by a person born on 28.06.1974, who has taken an endowment
policy on his life.
Sum Assured Rs. 40000
Term 35 years
Date of maturity 24.12.2037
Tabular premium for age nearest birthday 27 — Rs. 27.46 per thousand
Tabular premium for age nearest birthday 28 — Rs. 27.83 per thousand
Tabular premium for age nearest birthday 29 — Rs. 28.37 per thousand
Premium adjusted — 5% extra for monthly mode, Rs.1 less for half yearly mode and Rs. 1.50 less for yearly
mode.
SA Rebate Rs. 1.50 less for Rs. 50000 and above
A. 97.00
B. 97.40
C. 97.50
D. None of the above

2. There are 2000 buildings in B, city valued at Rs. 20, 00,000 each. All the buildings are insured upto 50% of
their value. The following fire losses occur:

2 total losses 30 partial losses at Rs. 2, 00,000 each.

What would be the pure premium rate?
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Rs. 1.25 per thousand
Rs. 2.00 per thousand
Rs. 2.50 per thousand
Rs. 4.00 per thousand

oo

3. Find out the loan payable at 90% of surrender value on the basis of the following data, (the answer to be
rounded off to the next higher rupee) SA Rs. 50000 DOC-19.02.2002, endowment without profit-20 years due
date of last unpaid premium 19.02.2006, mode yearly.
Bonus declared Rs. 60 per thousand SA every year since 2001, SV factor 32%

A. 2880

B. 8784

C. 9760

D. None of these

4. Given the following data, state which of the following is the correct amount of the claim payable under the
policy
Plan and term Endowment 38 years
Sum Assured Rs. 50000
Date of commencement 20.05.1989
Date of death of life assured 18.08.2002
Quarterly premium Rs.320 due in August 2002 paid on 6™ August 2002
Bonus vested Rs. 36000
Interim bonus declared after valuation on 31.03.2001 Rs. 38 per thousand
A. 85360
B. 88760
C. 86320
D. 89720

5. Rohan owns a laptop that was stolen. The laptop cost Rs. 35,000 when it was purchased one year back. A
similar laptop can be bought today for Rs. 20,000. Assuming that the laptop was 50% depreciated, what is the
amount payable by the insurer? Assume deductible to be Rs. 1,000.

Rs.9,000

Rs. 10,000

Rs. 19,000

RS.34,000

oo

15. From the following data, calculate the amount of claim payable, if the insured dies on 27.10.2005:
Date of Commencement: 13/09/1989
Sum Assured: Rs. 1, 00,000
Plan Term: Money back (with profit) 25 years
Last premium paid due: 13/09/2004
Three installments of Rs. 20,000 each have been paid in 1994, 1999 and 2004
Assume that bonus declared is Rs. 600 per thousand SA
Assume premium: Rs. 2,000
(Ignore interest if any)
A. Rs. 1,00,000
B. Rs. 64,000
C. Rs. 1,24,000
D. Rs.1,56,000
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“Every effort has been made to avoid any errors or omission in this book. In spite of this error may creep in.
Any mistake, error or discrepancy noted may be brought to our notice, which, shall be taken care of in the
next printing. It is notified that neither the publisher nor the author or seller will be responsible for any
damage or loss of action to anyone of any kind, in any manner, therefrom.

ROOTS Institute of Financial Markets, its directors, author(s), or any other persons involved in the preparation
of this publication expressly disclaim all and any contractual, tortuous, or other form of liability to any person
(purchaser of this publication or not) in respect of the publication and any consequences arising from its use,
including any omission made, by any person in reliance upon the whole or any part of the contents of this
publication.

No person should act on the basis of the material contained in the publication without considering and taking
professional advice.
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Helpful Books from RIFM

NCFM Modules Practice Books (about 500 Questions per Module)
Cost Rs. 800 Per Module
1. FINANCIAL MARKETS: A BEGINNERS MODULE
SECURITIES MARKET (BASIC) MODULE
CAPITAL MARKET (DEALERS) MODULE
DERIVATIVES MARKET (DEALERS) MODULE
COMMODITIES MARKET MODULE
INVESTMENT ANALYSIS AND PORTFOLIO MANAGEMENT
OPTION TRADING STRATEGIES
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NISM Modules Practice Books (about 500 Questions per Module)
Cost Rs. 800 Per Module

1. MUTUAL FUND DISTRIBUTORS CERTIFICATION EXAMINATION

2. CURRENCY DERIVATIVES CERTIFICATION EXAMINATION

CFP Certification Modules ---Study Notes (Detailed Study notes as per FPSB
syllabus) Cost Rs. 1000 Per Module
1. INTRODUCTION TO FINANCIAL PLANNING
INVESTMENT PLANNING
RISK ANALYSIS AND INSURANCE PLANNING
RETIREMENT PLANNING
TAX PLANNING
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CFP Certification Modules ---Practice Books (about 800 Questions per Module)
Cost Rs. 1000 Per Module

1. INTRODUCTION TO FINANCIAL PLANNING

2. INVESTMENT PLANNING

3. RISK ANALYSIS AND INSURANCE PLANNING

4. RETIREMENT PLANNING

5. TAX PLANNING

Advance Financial Planning Module---
Practice Book & Study Notes (Cost Rs. 5000/-)

Roots Institute of Financial Markets (RIFM)
1197 NHBC Mahavir Dal Road. Panipat. 132103 Haryana.
Ph.99961-55000, 0180-2663049 email: info@rifm.in
Web: www.rifm.in
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