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• Will the fund be operated efficiently? 
• Will any statute withstand constitutional challenges? 

 
Actual candidate answer for full marks: 

(a) Because high part of the cost goes to lawyer rather than to compensate injured. 
(b) Fair Act (no passed) 

No-fault fund of 140B constituted of insurers, defendant and existing bankruptcy trust to 
compensate injured meeting medical and exposure criteria. 

(c) Would the fund is sufficient? 
Would the medical criteria would be efficient to identify injured parties? 

 
Examiner’s report: 

(a) Candidates performed well on this part in general. 
(b) Some candidates spent a lot of effort in describing how the trust fund was formed. Candidates 

are expected to provide full explanation on how this no-fault trust fund compensates claimants 
and the underlying criteria for identifying claimants that are eligible for compensation.   

(c) Candidates performed well on this part in general. 
 

Question 7 
Answer key: 
Companies that insure less conventional risks are pursuing a higher-risk business strategy and would 
require higher returns     
 
Also allow: 
Higher uncertainty requires higher returns. 
 
Restricting ROE to averages or predetermined range leads to availability concerns and will ultimately 
result in higher risk insurance consumers experiencing difficulty finding coverage    
Mention either availability or difficulty finding coverage – either one is worth full marks. 
 
Also allow: 
 
Other financial institutions with similar levels of risk allow returns in the same range for investors. 
 
Actual candidate answer for full marks: 
- The product is high-risk, thus in order to offer competitive returns to investors the ROE should be 

comparable to similar levels of risk in the market 
 
- Offering an ROE below market-perceived levels will lead to lack of investment, lower capital in the 

insurer which is needed to support the high risk and thus a decrease in the availability of insurance. 
 
Examiner’s report: 
This is a simple question, with several possible answers.  Candidate could reference the paper N&L PUB 
Property however, many other answers were accepted by candidates who drew on other areas of basic 
finance knowledge.  




