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TIME:  2 HOURS
INSTRUCTIONS:  
 Answer Questions ONE and Any other TWO Questions
Question One – 30 Marks
a)
i.
Describe the various classification of risk that may face a commercial 



organization.
[8 marks]

ii.
Differentiate between a peril and hazard, giving examples in each case.



[2 marks]

b)
Insurance contracts differ greatly from other types of contracts. Clearly bring to light the 
distinguishing features.
[10 marks]

c)
Thomas insured his car for sh. 50,000. He was involved in an accident and his car was 
damaged. The subsequently claimed for compensation from his insurer who accepted to 
pay him. The value of the damage was estimated at sh. 40000 and the scrap value was sh. 
10000.
i. You are required to state two options open to Thomas in relation to his insurer in this case, clearly supporting your answer with the relevant doctrine(s).

[5 marks]

ii. Suppose Thomas had previously been involved in several accidents and had not disclosed out when Thomas made the claim would be. Support your answer with the relevant doctrine.
[5 marks]

Question Two 
a)
Explain what is meant by risk management.
[2 marks]
b)
Discuss risk management process.
[8 marks]

c)
State and briefly explain five consequences of poor risk management.
[5 marks]

Question Three 
a)
Explain four characteristics of insurance risk.
[4 marks]
b)
Discuss the following doctrines of insurance; (Indemnity, insurable interest and 
subrogation).
[6 marks]

c)
Explain five circumstances under which an insured person may not be compensated in 
the event of a loss.
[5 marks]

Question Four 
a)
Differentiate between the following insurance policies.

i. Term assurance and decreasing term assurance.


ii. Whole life and endowment assurance.


iii. Public liability and products liability insurance.

iv. All risks insurance and contractor all risk insurance.


v. Third party insurance and comprehensive insurance.
Question Five 

a)
Explain five reasons why regulation of insurance is necessary in Kenya.
[5 marks]
b)
Identify five roles played by the insurance regulatory authority (IRA) in Kenya.

[5 marks]

c)
Identify five intermediaries is insurance market and the role played by each.

[5 marks]
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