


EX A M 6C FA L L 2014 S A M P L EA N S W ER S A N D EX AM IN ER ’S R EP O R T

Q U ES T IO N :11

T O T A L P O IN T VA L U E:1

L EA R N IN G O BJECT IVE(S ):B2

S A M P L E/A CCEP T ED AN S W ER S :

P arta:0.5 point

S am ple1

 N otallcostscanbeaccountedforrightaw ay

 P olicyholdersm ay haveclaim sstillbeingpaid

 T hirdpartiesm ay havepaym entsdueorcom pany isreceiving

 L iquidatingassetscanleadtofiresalesw hichcansignificantly reducetheassetprice

 P ACICC m ay usecom pensationfunduntilallcostsareknow n

 T hereareinsolvency coststhataredifficulttodeterm inerightaw ay

S am ple2

S om ecosts,suchaslostw ages,taxes,andexpensesincurredby insurersw indinguparedifficultto
evaluate.T heeconom icim pactisdifficulttoassesstoo.

S am ple3

T herearem any costsassociatedw ithit,unearnedprem ium andunpaidclaim sareeasy toevaluate,but
notthecostoflostjobs,salary,pension. N eitherarethecostsofaccountants,judicialintervention
involvedinliquidation.

P artb:0.5 point

5 m onthsearnedprem ium
7m onthsunearnedprem ium

   

 

7
Unearned Premium 2,500 0.7 1,020

12

Maximum payable for unearned premium 700

Min 700, Unearned Premium Min 700,1020 700

Outstanding claim 275,000

Maximum payable for claim 250,000

Min 250000,275000 1000

 
    

 



 





 250,000

Total amount paid 250,000 700 250,700



  



EX A M 6C FA L L 2014 S A M P L EA N S W ER S A N D EX AM IN ER ’S R EP O R T

EX A M IN ER ’S R EP O R T :

GeneralCom m entary

Ingeneral,candidatesrespondedw ellonthisquestion.

P arta

Candidatesrespondedw ellonthispart.
M any potentialresponsesw ereacceptedasdifficultcoststoestim ateofaninvoluntary exit. Aslongas
they w erereasonablethey w ereacceptableanddidnotneedtobefounddirectly inthesyllabus.

S om ecandidatesusedclaim costsorunearnedprem ium ,butthesew erenotacceptedasthosecosts
canbecalculatedasshow ninpartbofthisquestion.

P artb

Candidatesrespondedw ellonthispart.

Exam plesofcom m onerrorsw ere:

 Applyingthedeductibleafterapplyingthem axim um claim paym ent

 Calculatingtheunearnedprem ium usingeither5 or6m onthsrem aininginthepolicy term

 Failingtoapply thecaponunearnedprem ium


