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Iggtmcﬁogs:

Answer question one and any other three questions

Question 1

a) Explain the main characteristics of insurance

b) Outline the various methods of handling risk

¢) Describe the distinguishing features of insurance contract

d) Explain wha i required for a risk to be considered an insurapje risk
) Explain the benefits and Costs of insurance




It is the policy of company to insure fire risks if premium charged does not exceed 10 % of

expected loss, otherwise the risk is retained.
(i). As a risk manager advice the company on the course of action with regard to fire risks

if costs for fire insurance is Ksh.5000 - (3 marks)
(i1). What is the probability of losses exceeding Ksh.80,000 (2 marks )
Question 4
a) Explain the consideration that affects choice between retention and transfer of risk
(5 marks)

b) Cdnsidcr two vehicles A and B. A is a petrol transport tanker with probability of fire
of 0.05 and B is a diesel transport tanker where the probability is 0.02, the vehicles are
always transporting fuel together that if one catches fire, there is 85% chance that the
other one will burn as well. Determine the probability that A starts fire and spreads it

toB (10 marks)
Question 5
a) Discuss the roles of government in risk management (5 marks)
b) Explain the various parts of an insurance contract (5 marks)

¢) Explain the principles of insurance (5 marks)



