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Ouestion 1

Draft a reply to Miss Newcomber of 700 to 850 words. [90]

OQuestion 2

(@)  Explam how you have given details of the calculation in a manmer that the
policyholder will understand 12]

(k)  State which data you decided not to use (from either the advance matenial or queshon
paper), miving the reason for its cmission. 4]

()  Explan using TWO examples, how you have demonstrated sensitivity in handling
the pohcyholder's complamt. 12]

(d)  State which actuanal terms or concepts you have used which might be considered
jargon, indicatng how you ensured that the policyholder will be able to inderstand
them [2]

[TOTAL 100]
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1 A life insurance company has decided to launch a new product in a developing
country (Country A) in which it has not operated before.

An actuary working for the life insurance company is carrying out an assessment of
life expectancy in Country A for the purposes of projecting future liabilities.

The actuary 1s considering using past data from the country’s statistical authority as a
basis for their initial work.

Outline the factors the actuary should take into account when using this data. [6]
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6 A developed country has introduced legislation which requires the following for
corporate governance of boards of insurance companies:
« separation of roles of chairman, chief executive, finance director and chief risk
officer
« the majority of the board to consist of non-executive directors
« a director representing employees and pensioners
« amiimum of 40% of directors to be male
« a minimum of 40% of directors to be female
« the regulator must approve all board and senior management appointments.
Discuss the appropriateness of the new legislation from the perspective of the main
stakeholders. [15]
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1 Company A 1s an established provider of individual Income Protection (IP) insurance.
[t sells most of its policies through intermediaries (brokers) and a small proportion
online. The Marketing Director suggests that a new individual IP product should be
designed to be sold primarily online.

Discuss the advantages and disadvantages of the Marketing Director’s suggestion and
what the insurer might do to try to make the launch of the new product on the online
channel successful. [10]
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7 (1) Define the term Excess/Deductible in relation to reinsurance. [2]

A health and care insurer has an excess of loss treaty with its reinsurer under which
the following terms apply:

* every Critical Illness (CI) policy written must be reinsured

* the excess point is £10,000 and the upper limit is £40,000

* there is a stability clause which allows for the limits to be increased by the lesser
of annual price inflation and 5% on 1 January each year, where the annual price
inflation is defined as the increase in prices over the previous 12 months.

(i1)  Suggest reasons why the treaty includes a stability clause. [2]
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A CI policy was sold on 1 January 2016 with a sum assured of £50,000.
On 1 March 2018 a valid claim is paid out in respect of the policy.

* On 1 January 2017 the annual price inflation was 2.9%.
* On 1 January 2018 the annual price inflation was 1.5%.

(i11)  Determine the total claim amount paid to the policyholder, showing the split
between the insurer and the reinsurer. [3]

(iv)  Determine how your answer to part (ii) would change if the reinsurer became

insolvent on 1 January 2018. [2]
[Total 9]
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