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ST1 S2013–2 

1 (i) List incentives that the State can use to encourage self-provision of healthcare 
funding. [2] 

 
 (ii) Explain ways in which these incentives might be applied to a pre-funded long 

term care insurance product. [4] 
 
 (iii) Suggest product features that might be used to define whether a long term care 

insurance product is eligible to qualify for State incentives. [4] 
   [Total 10] 
 
 
2 (i) Outline the new business sales analyses that a health insurer might perform. 

[7] 
 
 A health insurer that sells long term health and care insurance business has just 

calculated its current embedded value, but has since decided that its future new 
business sales volumes are likely to be lower than it had previously expected. 

 
 (ii) Explain how lower than expected future new business volumes might impact 

the current and future embedded value of the insurer. [3] 
 
 (iii) Suggest ways by which the insurer could attempt to increase sales of its 

income protection insurance business. [6] 
   [Total 16]  
 
 
3 A health insurer currently sells individual and group private medical insurance (PMI) 

and health cash plan business through insurance intermediaries and specialist brokers. 
 
 The marketing director has proposed that the insurer starts to sell its business using 

the internet. 
 
 Discuss this proposal. [15] 
 
 
4 Discuss the relative merits of offering individual critical illness insurance policies on 

guaranteed and reviewable premium rates. [7] 
 
 
5 (i) Suggest possible reasons why group health insurance is purchased.  [3] 
 
 (ii) Describe the benefits that may be provided under group income protection 

insurance. [5] 
 
 (iii) Describe the typical reserves and reserving methodologies for group income 

protection insurance contracts. [14] 
   [Total 22] 
 



ST1 S2013–3  

6 ABC Health is a health insurer based in the country of Actuaria.  It writes income 
protection and critical illness insurance business on a mutual basis (i.e. it has no 
shareholders).  

 
 For the last ten years it has reinsured 50% of the sum insured on all of its business 

using risk premium reinsurance.  The reinsurer has just informed ABC Health that it 
intends to cancel the reinsurance treaty for new business, although existing policies 
will continue to be reinsured.  

  
 (i) Discuss the possible implications for the insurer of this intended cancellation, 

if the reinsurance protection cannot be replaced. [13] 
 

 ABC Health has subsequently heard a rumour that the reinsurer is in financial 
difficulties and may default on payment of reinsurance claims. 

  
 (ii) Outline the additional considerations for the insurer. [3] 
   [Total 16] 
 
 
7 In the country of Actuaria, the presenter of a television programme on consumer 

affairs has recently been very critical of the health and care insurance industry. 
 
 She has drawn attention to the practice of declining to pay claims in some situations 

and has stated that this is not acceptable. 
 
 (i) Outline the points that the insurance industry should make in response to this 

statement.  [6] 
 
 She has also said that she does not believe there to be any need for a health and care 

insurance industry, as Actuaria has a State healthcare service which is free to all 
residents. 

 
 (ii) Discuss this comment.          [8] 
   [Total 14] 
 
 

END OF PAPER 




