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Note:Attemptanyfourfrom SectionAandSectionBiscompulsory.

Q1a).WhatisInsurance?Explainanyfourprinciplesofinsurance.(8marks)
b).Mr.SrinivastakesoutafirepolicyonhishousevaluedatRs.24lakhswith
twoinsurancecompanies.HeinsuresitforRs.12lakhswitheachcompany.
Whenthehouseispartiallydamagedinafire,thelossisestimatedatRs.6lakhs.
HeclaimsRs.6lakhseachfrom thetwoinsurers.Thetwoinsurersdeclineto
givehim Rs.6lakhseach.Why?(2marks)

Q2a).Insurancecontractshavecertainlegalcharacteristicsthatdistinguishthem
from othercontracts.Explainthelegalcharacteristicsofinsurance
contracts.(8marks)
b).Due to some unfortunate incident,fire indeed broke outdue to some
combustibleexplosivesinthehouse.ThekitchengotdestroyedandMurali
wanted to presschargesagainstthedamages.Theclaimsdepartment,on
receiptoftherequest,orderedanenquiry.Theydiscoveredthattherewassome
combustiblematerialinthehouse,whichincreasedtheriskoffire.Thiswasnot
mentionedasaprobabilitywhentheinsurancewasdrawn.Thus,NICcanrefuse
thepayment.
Whatcharacteristicoftheinsurancecontractdoestheexampleexemplify?
(2marks)

Q3a).Discussratingofinsuranceproducts.(8marks)
b).RishihastakentwoMediclaim policiesforself,Rs2,50,000from Xcompany
andforRs1,50,000from Ycompany.RishihasincurredanexpenseofRs1,
60,000onhospitalisationfollowinganailment.ThiscompensationofRs1,
60,000willbesharedandpaidbyboththecompaniesonrateable(prorata)
proportionbasis.Theshareofeachcompanywillbe(2marks).

Q4a).WhatisRisk?ExplaintypesofRisk(8marks)

b).A publishingcompanysolicitsmanuscriptsforpublication.Thepublishing

companyisconcernedthatanauthormightplagiarizematerialandthatthe

personwhowasplagiarizedmightsuethepublisher.Toaddressthisrisk,the

contractwith theauthorincludesahold-harmlessagreement.Through this

agreement,theauthor,ratherthanthepublisher,isheldliableforplagiarism.In

thissituation,thepublisherisusingthehold-harmlessagreementaswhattype

ofrisktreatmentmeasure?(2marks)



Q5.a)ExplainMarineInsurancepolicy.(8marks)

b)Ifthe cargo ship sunk,whatwillbe the ship insurance paythe cargo

owner?(2marks)

Q6)Writeshortnoteson(anytwo)

a)ECGC

b)IRDA

c)RiskManagementTechniques

SectionB(20marks)

Q7A)Whatriskmanagementtechniqueisillustratedbyeachofthefollowing?

(a)Mid-SouthVanLinesrequireseachoftheirmovingvandriverstocompletea

defensivedrivingcourseeachyear.

(b)Lindapurchaseddisabilityincomeinsurance.

(c)Aftertestsrevealedanexperimentaldrugproducedharmfulsideeffects,Acme

DrugCompanydiscontinueddevelopmentofthedrug.

(d)Toprotecthispersonalassetsfrom theclaimsofcreditors,Davedecidedto

incorporatehissmallbusiness.

(e)TowneandCountryDryCleanersinstalledasprinklersystem inthelaundering

area

Q7B)Osamaisapplyingforahealthinsurancepolicy.Hehasachronicliver

ailmentandotherhealthproblems.Hehonestlydisclosedthetruefactsconcerning

hismedicalhistorytotheinsuranceagent.However,theagentdidnotincludeall

thefactsintheapplication.Instead,theagentstatedthathewasgoingtocoverthe

materialfactsinaseparatelettertotheinsurancecompany’sunderwriting

department.However,theagentdidnotfurnishmaterialfactstotheinsurerand

thecontractwasissuedasstandard.Aclaim occurredshortlythereafter.After

investigatingtheclaim,theinsurerdeniedpayment.Osamacontendsthatthe

companyshouldpaytheclaim becauseheansweredhonestlyallquestionsthat

theagentasked.

a)Onwhatbasiscaninsurancecompanydenypaymentoftheclaim?

b)WhatlegaldoctrinescanOsamausetosupporthisargumentthattheclaim

shouldbepaid?




