FINAL 9

RSK3702

OCT/NOV 2017

UNISA

RISK MANAGEMENT: LONG TERM INSURANCE

STUDENT NUMBER

| |

IDENTITY NUMBER

aa.

unpeerury
alsou b afrea

FOR USE BY EXAMINATION INVIGILATOR

Question No

Marks

Examiners

2

Section A

1

2

Section B

3

Subject

Number of paper

Date of examimnation

WARNING

NB

4

Total

A candidate who vathout authonsation takes into the exarmination venus any book, document or object which could assist him in the
examnation and does not hand over such malenal to the mvigilator before the official commancement of the exarination will ba guilty of
infinging the Umiversity s examination regulations and will be tiable to purishment as determinad by Council

Rough wark may be done only on the examinahon question paper and must be labelled as such

No notes may be mada on any parl of the body such as the hands or on any garmeant

This page/paper 15 the property of the University and under no circumstances may the candidate retain 1l or take it out of the examinaton

venue

PLEASE COMPLETE THE ATTENDANCE REGISTER ON THE BACK PAGE, TEAR OFF AND HAND TO THE INVIGILATOR



UNIVERSITY EXAMINATIONS _ —‘ UNIVERSITEITSEKSAMENS
= D 3 O R —
SE=SS UNISA |
o e a3 0 S o south rnca
RSK3702 October/November 2017
RISK MANAGEMENT: LONG TERM INSURANCE
Duration 2 Hours 70 Marks
EXAMINERS
FIRST MR WK MPHANJUKELWA
SECOND MR LP MAMARO
EXTERNAL PROF RW VIVIAN

Use of a non-programmable pocket calculator is permissibte
Closed book examination

This examination question paper remains the property of the University of South Africa and may not be
removed from the examination venue

This pape? consists of 21 pages in total, w'wld’“dmg 3 pages for rdugh work
. ;' ' 1 -
This 'baper compnises two sections, A and 8 .

'

'Sect:on A cornpnses multiple-choice and trueffalse queshons -

Section B compnses paragraph and essay-type questions

e

uBoth sections must be answered in the des:gnated area below. the question You must answer all
the questions .-
[

Please note*

1 This is a fill-in examination paper and there 18 no need for any examination scripts.
Students must hand over the examination paper to the invigilator before leaving the
examination halil.

2 NO MARK-READING SHEET IS PROVIDED for the multiple-choice questions. The
answers must be indicated on the exam paper as instructed.

3 Any silent, non-programmable, battery operated pocket calculator may be used.
4 Pages far rough work have heen provided (see pages from 139 to 21). No rough work
will be marked.

[TURN OVER]



3 RSK3702
OCTOBER/NOVEMBER 2017

SECTION A: MULTIPLE-CHOICE AND TRUE/FALSE QUESTIONS

Indicate the correct answer to each question by writing the number of the correct
option in the table on page 6.

Question 1 [10 Marks]

11

0o 0O oo

Life nsurance companies assess risks in terms of

mortality in permanent health insurance

occupation and medical condrtion in personal accident iInsurance
morbidity in life insurance

medical condition and medical history in hospital and medical insurance

Choose the correct combination

,d

c
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1

In which category would you classify credit life insurance?

Whole life
Term
Endowment
Universal life

Morbidity rates

are used to calculate premiums for life benefits the proposer might want.

are used to calculate premiums for disability benefits the proposer might want.
used by life insurers are based on census statistics

are not impacted by HIV/AIDS

Defined contribution funds
are less flexible about retirement ages when compared to defined benefits funds
usually present an open-ended contribution and liabihty to employers

have an easily calculated member share of the fund
lead to cross-subsidisation between members, dependent on their ages
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Indicate the correct statement.

Policy loans approved by a life insurer are pard from the investment account of the
policy.

The value of a policy loan granted 1s imited to a percentage of the cash value of the
policy

No interest is charged on policy loans where the policy has a surrender value

Policy loans are paid out from the money retained in the reserve account of the Iife
Insurer

The difference between medical schemes and health insurance s that .

contributions to hospital cash plans are taxable while contributions to medical schemes
are not

hospital cash plans pay the hosprtal for all the medical expenses while medical
schemes pay the member,

hospital cash plans are only for accidents sustained at work while medical schemes
cover natural tlinesses.

medical schemes fall under the Medical Schemes Act while hospital cash plans fall
under the Long- and Short-term insurance Acts

Competition 1s an important aspect to be considered by the underwriter. Competition
wili ensure that the policy

IS equitable

provides benefits that meets the need of the buyer
delivery I1s prompt

premium 1s much lower than that of the competition

Choose the correct combination

[TURN OVER]
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Indicate the correct statement

A nsk class as 1t applies to life insurance is a group of insured who present a dissimilar
morbtdity risk to the insurance company

The standard life insurance nsk class includes individuals with impairments that can be
expected to shorten their life span

Proper underwriting helps guard against anti-selection in life insurance

The preferred Iife insurance nsk class includes individuals whose anticipated mortality
1s regarded as average

Indicate the correct statement

Any annuity arranged or paid by a pension fund 1s a voluntary annuity

The gender of a person applying for a compulsory annuity will have no impact on the
annurty the insurer 1s prepared to guarantee

With an annuity certain, the annuity will cease If the annutant dies within the stipulated
penod

Indexed annurties are normally issued with a minimum annual interest to protect the
investor against stock crashes

The following persons are disqualfied from receiving a benefit from the will of the
testator

A person that attest and sign the will as witness

The spouse of the person who signs the will on behalf of the testator

A person who wntes the will In his or her own handwriting

A person generally disqualified but declared by a court competent to receive a benefit

Choose the correct combination:

A WN =

b, c, d
a,b,c
ab,cd
ac
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Indicate your answer in this table.

1

2

3

10

(10X1=10)
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Question 2 [20 Marks]

Evaluate the accuracy of each of the following statements. Indicate whether you
consider the statement accurate or not and provide a full motivation for your answer.

21 Wrih the exception of second-hand policy, persons do not need to declare the
proceeds of iife insurance policies for the purpose of the payment of capital gain tax

True/False

22 Where an insurer uses aggregated charging to charge for expenses, there i1s usually
very little difference between the cash and surrender value of a policy, especially if the
policy Is still fairly new.

True/False

23 Contingent liability insurance secures the personal estate of the deceased director who
may have signed personal sureties

True/False
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2.4 The nomination of a beneficiary 1s automatically revoked if the policy I1s ceded to a third
party

True/False

25  Afoster child grant 1s provided to a primary care giver who cares for a child or chidren
who are under the age of 18

True/False

26  Lwing benefits policies provide for the payment of a tump sum to an insured who 1s
suffering a disabling health event as defined in the policy

True/False
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27 The reserve value of a policy 1s the amount which at any point 1n time 1s made up of the
premiums and interest received to date, less expenses

True/False

28 Annuity investments are most certainly beneficial to the investor, especially with regard
to short-term investments

True/False

29 A pension fund may pay the total accumulated benefit to a member as a lump sum on
retirement where the accumulated benefit 1s under the statutory minimum

True/False

[TURN OVER]
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210 It s the responsibilty of the claims assessor to check If that insurable interest exists at
the inception of the contract

True/False

(10 x 2 = 20)
Sub-total [30]
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SECTION B

ANSWER ALL THE QUESTIONS IN THIS SECTION IN THE SPACES PROVIDED.

Question 3 ‘ [14 marks]

Discuss the various devices which are used to overcome the escalating costs of healthcare

[TURN OVER]
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Question 4 [10 marks]

Discuss the general functions of the life insurance underwriter
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Question 5 [16 marks]

Mr Tata 1s the chuef executive officer of More Life Insurance Company, a newly formed life
insurance office in South Africa Mr Tata does not want the company to make underwriting
losses and has informed the staff in underwniting, claims and accounting about the following
loss preventing controls which are monitored on a weekly basis

Control one
All  policies with an outstanding premwum should be cancelled mmediately
and the insured be informed accordingly within 25 days of such non-receipt

State whether you agree with this measure or not and provide a brief motivation for
your answer. (7 marks)
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Control two
Provide new chents with a two percent (2%) discount of premiums of the rate table submitted
to the Registrar of Insurance

State whether you agree with this measure or not and provide a brief motivation for
your answer. (6 marks)
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Control three
Charge a thirty percent (30%) Increase In premiums per annum

State whether you agree with this measure or not and provide a brief motivation for
your answer. (3 marks)

= [40]

TOTAL MARKS: 70
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DO YOUR ROUGH WORK HERE.
NO ROUGH WORK WILL BE MARKED.
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DO YOUR ROUGH WORK HERE.
NO ROUGH WORK WILL BE MARKED.
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