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Course description: This course provides an overview to the different types of risks faced by individuals,
businesses, and society along with ways in which they make an assessment of, control, and transfer of
different types of risks including property risk, liability risk, personal risks, and speculative risks such as
financial risks. It covers risk management techniques including risk control and risk financing with a
focus on insurance policies, and also presents other major topics in personal financial planning, social
insurance, insurance operations and regulations, and reinsurance. Attention will also be given to
contemporary issues and challenges in risk management and insurance and how they are applied in
society at large.
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PREFACE

his text deals with risk and its management. Since

the last edition of the text appeared, several trage-
dies have occurred that clearly demonstrate the deadly
presence of risk in our society. A suicide bomber
entered a market near Baghdad, detonated a bomb,
and killed 11 people. Malaysia Flight 360 mysteri-
ously disappeared with 239 passengers aboard, caus-
ing an enormous amount of pain and suffering to the
surviving families. A deadly earthquake struck Nepal,
a low-income country in Asia, which killed more than
8,600 people and destroyed or damaged tens of thou-
sands of houses. Meanwhile, in the United States, a
gunman killed nine members of a Bible study group in
an historical African American church in Charleston,
South Carolina, and a student enrolled at Umpqua
Community College in Oregon killed nine people and
himself in a tragic and senseless shooting.

In addition to reporting events making national
headlines, the media routinely report on tragic events
at the local level that clearly show the destructive
presence of risk. A runner is hit by a car while jogging;
a tornado touches down and destroys most of a small
town; a house fire leaves a family homeless; a drunk
driver fails to stop at a red light and smashes into
another motorist; a plant explosion kills two people and
injures several employees; and a blinding snowstorm
and ice-packed interstate highway cause a chain-like
accident and collision damage to 10 cars. To say that
we live in a risky and dangerous world is an enormous
understatement.

This thirteenth edition of Principles of Risk Man-
agement and Insurance discusses these issues and
other insurance issues as well. As in previous editions,
the text is designed for a beginning undergraduate
course in risk management and insurance with no pre-
requisites. This edition provides an in-depth treatment
of major risk management and insurance topics. Top-
ics discussed include basic concepts of risk and insur-
ance, introductory and advanced topics in traditional
risk management and enterprise risk management,

functional and financial operations of insurers, legal
principles, life and health insurance, property and
liability insurance, employee benefits, and social
insurance. In addition, the Affordable Care Act is dis-
cussed in depth. Once again, Principles of Risk
Management and Insurance places primary emphasis
on insurance consumers and blends basic risk man-
agement and insurance principles with consumer
considerations. With this user-friendly text, students
can apply basic concepts immediately to their own
personal risk management and insurance programs.

KEY CONTENT CHANGES IN

THE THIRTEENTH EDITION
Thoroughly revised and updated, this edition pro-
vides an in-depth analysis of current insurance indus-
try issues and practices, which readers have come
to expect from Principles of Risk Management and
Insurance. Key content changes in this edition include
the following:

e Capital retention approach eliminated. In
Chapter 11, the capital retention approach for
determining the amount of life insurance has
been eliminated. This method generally is not
discussed in the online websites of life insur-
ers. In contrast, the needs approach is heavily
stressed in the available online calculators.

e Healthcare reform. Chapter 15 has an in-depth
discussion and update of the broken healthcare
delivery system in the United States, which led to
enactment of the Affordable Care Act.

e Update on the Affordable Care Act. Chapters 15
and 16 provide an update on the Affordable Care
Act (ACA) and its impact on individual and group
health insurance coverages. Primary attention is
devoted to provisions that have a major financial
impact on individuals, families, and employers.
Chapter 18 summarizes the possible desirable and

XV
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undesirable effects of the ACA on both workers
compensation programs and employers.

 Current developments in employer-sponsored
group health insurance plans. Employers con-
tinue to grapple with the rapid increase in group
health insurance premiums and to seek new so-
lutions for holding down costs. Chapter 16 dis-
cusses current trends in group health insurance
to contain higher healthcare costs and premiums,

® Change in sequence of homeowners and auto
insurance chapters. In previous editions, home-
owners insurance was discussed prior to auto
insurance. This thirteenth edition reverses the se-
quence of homeowners and auto insurance chap-
ters. Auto insurance is discussed first because it
is more relevant and interesting to students than
homeowners insurance. In addition, discussion
of liability coverage in the Personal Auto Policy
(now Chapter 20) logically follows the general
discussion of the liability risk treated in the previ-
ous chapter (Chapter 19).

* Legalization of medical marijuana and opiate
overuse in workers compensation. The medical
use of marijuana has been legalized in at least 20
states and the District of Columbia. The increased
use of medical marijuana and opiate overuse, and
their impact on workers compensation programs,
are important issues discussed in Chapter 18.

* Cyber-liability insurance. Computer hackers have
been successful in accessing the credit card records
and other personal information of millions of cus-
tomers of major retail firms. Cyber-liability insur-
ance covers damages arising from the failure of a
data holder to protect private information from
being accessed by an unauthorized party. Chapter
26 discusses some basic concepts in cyber-liability
insurance.

* New Insurance Services Office (ISO) Forms. The
latest revisions of the ISO Commercial Property
form, the Commercial General Liability form,
and the Commercial/Government Crime Forms
are discussed in these pages. The text also covers
the new Auto Dealers Coverage form.

® New Insight boxes. A number of new and timely
Insight boxes appear. Insights are valuable learn-
ing tools that provide real-world applications of
a concept or principle discussed in the text.

* Technical accuracy. As in previous editions,
numerous experts have reviewed the text for

ical accuracys especially in areas whe,,
r;chnl;a occur rapidly- This new edition preg,,
- n i | :
fcc‘;m%cally accurate and up-to-date material,

OR RESOURCES

Instructor Resource Ccnter,'www'Pears‘mhigh‘
At the Inst instructors can easily Tegister (o ga,
ered.com/irc, riety of instructor resources available
ac.ceSSh_tO r:x:?n downloadable format. If assistance
:cl::go:d,l i)ur dedicared technical SIUPPO;;t ttcar‘n‘ . “‘?d)
to help with the media suPPlCm’mctl5 £e :“"’mpdﬂy
this text. Visit http:/247.pearsone .cgr? or "T‘““,”"“
to frequently asked questions and tol-free user sup.

port phone numbers.

INSTRUCT

The following supplements are available with this
text:
e Companion Website
— Internet exercises
— A multiple choice practice quiz for each chapter
e Instructor’s Resource Manual & Test Bank
¢ TestGen® Computerized Test Bank
¢ PowerPoint Presentations
¢ Student Study Guide
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or positions of the reviewers whose assistance we
gratefully acknowledge.

Finally, the fundamental objective underlying
this thirteenth edition remains the same as in the first
edition: We have attempted to write an intellectually
stimulating and visually attractive textbook from
which students can learn and professors can teach.

George E. Rejda, Ph.D., CLU
Emeritus Professor of Finance, University of
Nebraska—Lincoln

Michael J. McNamara, Ph.D., CPCU, CLU, ARM
Mutual of Enumclaw/Field Distinguished Professor
of Insurance, Washington State University




" SCHOOL OF MATHEMATICAL
& STATISTICAL SCIENCES

ACT 301 - Risk Management and Insurance

[ Instructor: Dr. May Boggess and Dr. Jelena Milovanovic || Office: WXLR 335 and 337 |
[ Telephone: 480-965-0064 |l E-mail: may.boggess@asu.edu, jmilovan@asu.edu |

Course description: This course provides an overview to the different types of risks faced by individuals, businesses, and
society along with ways in which they make an assessment of, control, and transfer of different types of risks including
property risk, liability risk, personal risks, and speculative risks such as financial risks. It covers risk management
techniques including risk control and risk financing with a focus on insurance policies, and also presents other major
topics in personal financial planning, social insurance, insurance operations and regulations, and reinsurance. Attention
will also be given to contemporary issues and challenges in risk management and insurance and how they are applied in
society at large.

Student learning outcomes: Students successfully completing this course will be able to:

Demonstrate an understanding of the scope, application and definition of risk.

Explain the risk management requirements needed by various entities in the 21% century.

Define and match risk management methods with the appropriate risk.

Identify and classify insurance and uninsurable risks.

Explain the role private insurance market and how it functions.

Identify and calculate insurance finance.

Explain the role of regulation.

Explain how insurance law and contract function.

Define and explain: life, health, and personal property and casualty insurance, retirement plans, commercial
insurance, and social insurance.

Prerequisites: MAT 270, 265 or 210 with C or better; STP 420, STP 226 or ECN 221; ECN211 or ECN212
recommended.

Required Textbooks: Principles of Risk Management and Insurance (13" edition) by G. Rejda and M.
McNamara

Optional Textbooks: CAS Online Course 1 (CA 1) — Risk Management and Insurance Operations

Risk Management and Insurance (2" edition) by S. Harrington and G. Niehaus

Calculator: TI-30XS Multiview.

Attendance: For classes that meet two days a week, the maximum number of allowed absences is four (4). Students who
exceed the number of allowed absences will receive a grade of EN.
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Course Outline:

Week Topics Due Dates
1 Intro to class
Ch. 1: Risk in our society
o Definitions of Risk
*  Chance of Loss
» Peril and Hazard
» Classification of Risk
»  Major Personal Risks and Commercial Risks
» Burden of Risk on Society
* Techniques for Managing Risk
2 Ch. 2: Insurance and Risk QUIZ_1(Ch.1)
» Definition and Basic Characteristics of Insurance
» Characteristics of An ldeally Insurable Risk
* Adverse Selection and Insurance
» Insurance and Gambling Compared
» Insurance and Hedging Compared
»  Types of Insurance
» Benefits and Costs of Insurance to Society
Ch. 3: Intro to Risk Management
* Meaning of Risk Management
*  Objectives of Risk Management
» Steps in the Risk Management Process
» Benefits of Risk Management
» Personal Risk Management
3 Ch. 3: Intro to Risk Management HW_1 (Ch. 1and 2)
Ch. 4: Advanced Topics in Risk Management QUIZ_2(Ch. 2)
» The Changing Scope of Risk Management
* Insurance Market Dynamics
* Loss Forecasting
» Financial Analysis in Risk Management Decision Making
» Other Risk Management Tools
4 Ch. 4: Cont. QUIZ 3(Ch.3)
5 Ch. 5: Types of Insurers and Marketing Systems
»  Overview of Private Insurance in the Financial Services Industry
» Types of Private Insurers HW _2 (Ch. 3and 4)
e Agents and Brokers QUIZ_4(Ch. 4)
*  Types of Marketing Systems
»  Group Insurance Marketing
6 Ch. 6: Insurance Company Operations QUIZ_5(Ch.5)
» Rating and Ratemaking
*  Underwriting
* Production
» Claims settlement
* Reinsurance
» Alternatives to Traditional Reinsurance
* Investments
»  Other Insurance Company Functions
7 Ch. 7: Financial Operations of Insurers HW_3 (Ch. 5 and 6)
» Property and Casualty Insurers QUIZ 6 (Ch. 6)
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Life Insurance Companies
Ratemaking in Property and Casualty Insurance
Ratemaking in Life Insurance

Ch. 8: Government Regulation of Insurance

Reasons for Insurance Regulation

Historical Development of Insurance Regulation
Methods for Regulating Insurers

What Areas are Regulated?

State versus Federal Regulation

Modernizing Insurance Regulation

Insolvency of Insurers

Credit-Based Insurance Scores

Review for the midterm exam

QUIZ_7 (Ch. 7 and 8)
MIDTERM (Ch. 1-8) in class

Spring Break

Ch. 9: Fundamental Legal Principals

Ch. 10:

Principle of Indemnity

Principle of Insurable Interest

Principle of Subrogation

Principle of Utmost Good Faith

Requirements of an Insurance Contract

Distinct Legal Characteristics of Insurance Contracts
Law and the Insurance Agent

Analysis of Insurance Contracts
Basic parts of an insurance contract
Definition of “Insured”
Endorsements and Riders
Deductibles

Coinsurance

Other-insurance provisions

HW_4 (7 and 8)

11

Ch. 11:

Life Insurance

Premature Death

Financial Impact of Premature Death on Different Types of
Families

Amount of Life Insurance to Own

Types of Life Insurance

Variations of Whole Life Insurance

Other Types of Life Insurance

HW_5 (Ch. 9 and 10)
QUIZ_8 (Ch. 9 and 10)

12

Health Care Reform; Individual Health Insurance Coverages
Health-Care Problems in the US

Health-Care Reform

Basic Provisions of the Affordable Care Act

Individual Medical Expense Insurance

Individual Medical Expense Insurance and Managed Care Plans
Health Savings Accounts

Long-term Care Insurance

Disability-Income Insurance

Individual Health Insurance Contractual Provisions

HW_6 (Ch. 11)
QUIZ_9 (Ch. 11)

13

Social Insurance
Social Insurance

HW_7 (Ch. 15)
QUIZ_10 (Ch. 15)
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Old-age, Survivors, and Disability Insurance
»  Types of Benefits
* Medicare
* Problems and Issues
*  Unemployment Insurance
»  Workers Compensation
14 Ch. 20: Auto Insurance HW_8 (Ch. 18)
»  Personal Auto Policy QUIZ_11 (Ch. 18)
— Part A: Liability Coverage
— Part B: Medical Payments Coverage
— Part C: Uninsured Motorists Coverage
— Part D: Coverage for Damage to Your Auto
— Part E: Duties After an Accident or Loss
— Part F: General Provisions
e Insuring Motorcycles and Other Vehicles

15 | Review for the final exam (see final exam schedule) QUIZ_12 (Ch. 20)
FINAL

Homework: Homework will be written and will contain a mixture of problems from the textbooks, in class instructor-led
discussions, and other resources and due before class on the due date. Homework assignments will be posted on Blackboard
after relevant material is covered in class.

Online Quizzes: Quizzes will be online and posted on Blackboard. They will contain a mixture of problems from the
textbooks, in class instructor-led discussions, and other resources.

Exams: You will take two exams during the semester. Each will involve a mix of mechanical skills and conceptual
reasoning. The best possible preparation for them is regular attendance and completion of assigned homework.
o Midterm — Will be taken in class during regular class time.
e Final exam - Prescribed by the standard university final exam schedule - see http://students.asu.edu/final-
exam-schedule. The place of the final exam will be announced later in the semester.
¢ No test will be dropped!

Makeup tests: Makeup exams are given at the discretion of the instructor and only in the case of verified medical or other
documented emergencies. Notify your instructor before the test is given if possible. Call your instructor or the Math
Department Office (480-965-3951) and leave a message or directly notify your instructor by email ASAP. If the event is
not an emergency, you must notify the instructor in advance to request a makeup.

Piazza discussion: During the semester each student is required to post two current issues relating to two different
chapters covered in the course as well as to comment twice on their fellow peers post expressing your view/opinion.

Assignments and Grading Criteria:

Point Allocation

Midterm and Final Exam (each 35%) 70%
Homework (equally weighted) 10%
Online Quizzes (equally weighted) 10%

Piazza Discussion 10%


http://students.asu.edu/final-exam-schedule
http://students.asu.edu/final-exam-schedule
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Grading Scale:
A+: 97-100%, A: 93-96.9%, A-: 90-92.9, B+: 87-89.9%, B: 83-86.9%, B-: 80-82.9%,
C+: 76-79.9%, C: 70-75.9%, D: 60-69.9% E: 59.9% or less.

Classroom behavior: Make sure you arrive on time for class. Excessive tardiness will be subject to sanctions. Under
no circumstances should you allow your cell phone to ring during class. Any disruptive behavior, which includes
ringing cell phones, listening to your mp3/iPod player, text messaging, constant talking, eating food noisily, reading a
newspaper will not be tolerated. The use of laptops (unless for lecture note taking), cell phones, MP3, IPOD, etc are
strictly prohibited during class. Students who engage in disruptive classroom behavior may be subject to various
sanctions. The procedures for initiating a disruptive behavior withdrawal can be found at
http://clas.asu.edu/classroom/disruptive.

Academic Integrity: Academic honesty is expected of all students in all examinations, papers, and laboratory work,
academic transactions and records. The possible sanctions include, but are not limited to, appropriate grade penalties,
course failure (indicated on the transcript as a grade of E), course failure due to academic dishonesty (indicated on the
transcript as a grade of XE), loss of registration privileges, disqualification and dismissal. For more information, see
http://provost.asu.edu/academicintegrity

Attendance Policy: Attendance is mandatory! Your instructor reserves the right to take attendance and to incorporate
your attendance as part of your overall grade. For classes that meet two days a week, the maximum number of absences is
four. For classes that meet three days a week, the maximum number of absences is six. Students who exceed the number
of allowed absences will receive a grade of EN. Your instructor reserves the right to take attendance and to incorporate
your attendance as part of your overall grade.

Disability Accommodations: Qualified students with disabilities who will require disability accommaodations in this class
are encouraged to make their requests to me at the beginning of the semester either during office hours or by appointment.
Note: Prior to receiving disability accommodations, verification of eligibility from the Disability Resource Center (DRC)

is required. Disability information is confidential.

Establishing Eligibility for Disability Accommodations: Students who feel they will need disability accommodations in
this class but have not registered with the Disability Resource Center (DRC) should contact DRC immediately. Their
office is located on the first floor of the Matthews Center Building. DRC staff can also be reached at: 480-965-1234 (V),
480-965-9000 (TTY). For additional information, visit: www.asu.edu/studentaffairs/ed/drc. Their hours are 8:00 AM to
5:00 PM, Monday through Friday.

Policy against threatening behavior: All incidents and allegations of violent or threatening conduct by an ASU student
(whether on-or off campus) must be reported to the ASU Police Department (ASU PD) and the Office of the Dean of
Students. If either office determines that the behavior poses or has posed a serious threat to personal safety or to the
welfare of the campus, the student will not be permitted to return to campus or reside in any ASU residence hall until an
appropriate threat assessment has been completed and, if necessary, conditions for return are imposed. ASU PD, the
Office of the Dean of Students, and other appropriate offices will coordinate the assessment in light of the relevant
circumstances.

Agreement of Terms: By remaining registered in the course through drop/add period, you agree to all terms and
policies set forth in the syllabus.
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Appendix A

ACT 301:

Course description: This course provides an overview to the different types of risks faced by individuals,
businesses, and society along with ways in which they make an assessment of, control, and transfer of
different types of risks including property risk, liability risk, personal risks, and speculative risks such as
financial risks. It covers risk management techniques including risk control and risk financing with a
focus on insurance policies, and also presents other major topics in personal financial planning, social
insurance, insurance operations and regulations, and reinsurance. Attention will also be given to
contemporary issues and challenges in risk management and insurance and how they are applied in
society at large.



Appendix B
Student Learning Outcomes

Demonstrate an understanding of the scope, application and definition of risk.

Explain the risk management requirements needed by various entities in the 21stcentury.
Define and match risk management methods with the appropriate risk.

Identify and classify insurance and uninsurable risks.

Explain the role private insurance market and how it functions.

Identify and calculate insurance finance.

Explain the role of regulation.

Explain how insurance law and contract function.

Define and explain: life, health, and personal property and casualty insurance, retirement plans,
commercial insurance, and social insurance.



Appendix C

Course Outline:

Week

Topics

Due Dates

1

Intro to class

Ch. 1:

Risk in our society

Definitions of Risk

Chance of Loss

Peril and Hazard

Classification of Risk

Major Personal Risks and Commercial Risks
Burden of Risk on Society

Techniques for Managing Risk

Ch. 2:

Ch. 3:

Insurance and Risk

Definition and Basic Characteristics of Insurance
Characteristics of An Ideally Insurable Risk
Adverse Selection and Insurance

Insurance and Gambling Compared

Insurance and Hedging Compared

Types of Insurance

Benefits and Costs of Insurance to Society

Intro to Risk Management

Meaning of Risk Management
Objectives of Risk Management

Steps in the Risk Management Process
Benefits of Risk Management
Personal Risk Management

QUIZ_1 (Ch. 1)

Ch.
Ch.

L] L] L) L] L] -J>00 L] L] L) L] L]

. Intro to Risk Management
: Advanced Topics in Risk Management

The Changing Scope of Risk Management

Insurance Market Dynamics

Loss Forecasting

Financial Analysis in Risk Management Decision Making
Other Risk Management Tools

HW_1 (Ch. 1and
2)
QUIZ_2(Ch.2)

Ch.

: Cont.

QUIZ 3 (Ch. 3)

Ch.

L] L) L] L] U'I-h

: Types of Insurers and Marketing Systems

Overview of Private Insurance in the Financial Services Industry
Types of Private Insurers

Agents and Brokers

Types of Marketing Systems

Group Insurance Marketing

HW_2 (Ch. 3and
4)
QUIZ_4 (Ch. 4)

Ch. 6:

Insurance Company Operations
Rating and Ratemaking

Underwriting

Production

Claims settlement

Reinsurance

Alternatives to Traditional Reinsurance

QUIZ_5 (Ch. 5)




Investments
Other Insurance Company Functions

Ch. 7: Financial Operations of Insurers

Property and Casualty Insurers

Life Insurance Companies

Ratemaking in Property and Casualty Insurance
Ratemaking in Life Insurance

Ch. 8: Government Regulation of Insurance

Reasons for Insurance Regulation

Historical Development of Insurance Regulation
Methods for Regulating Insurers

What Areas are Regulated?

State versus Federal Regulation

Modernizing Insurance Regulation

Insolvency of Insurers

Credit-Based Insurance Scores

HW_3 (Ch.5and
6)
QUIZ_6 (Ch. 6)

Review for the midterm exam

QUIZ_7(Ch.7
and 8)
MIDTERM (Ch.
1-8) in class

Spring Break

Ch. 9: Fundamental Legal Principals

Ch. 10:

Principle of Indemnity

Principle of Insurable Interest

Principle of Subrogation

Principle of Utmost Good Faith

Requirements of an Insurance Contract

Distinct Legal Characteristics of Insurance Contracts
Law and the Insurance Agent

Analysis of Insurance Contracts
Basic parts of an insurance contract
Definition of “Insured”
Endorsements and Riders
Deductibles

Coinsurance

Other-insurance provisions

HW_4 (7 and 8)

11

Life Insurance

Premature Death

Financial Impact of Premature Death on Different Types of
Families

Amount of Life Insurance to Own

Types of Life Insurance

Variations of Whole Life Insurance

Other Types of Life Insurance

HW_5 (Ch. 9 and
10)
QUIZ_8(Ch.9
and 10)

12

Health Care Reform; Individual Health Insurance Coverages
Health-Care Problems in the US

Health-Care Reform

Basic Provisions of the Affordable Care Act

HW_6 (Ch. 11)
QUIZ_9 (Ch. 11)




Individual Medical Expense Insurance

Individual Medical Expense Insurance and Managed Care Plans

Health Savings Accounts

Long-term Care Insurance

Disability-Income Insurance

Individual Health Insurance Contractual Provisions

13

Social Insurance

Social Insurance

Old-age, Survivors, and Disability Insurance
Types of Benefits

Medicare

Problems and Issues

Unemployment Insurance

Workers Compensation

HW_7 (Ch. 15)
QUIZ_10 (Ch. 15)

14

Auto Insurance
Personal Auto Policy
— Part A: Liability Coverage
— Part B: Medical Payments Coverage
— Part C: Uninsured Motorists Coverage
— Part D: Coverage for Damage to Your Auto
— Part E: Duties After an Accident or Loss
— Part F: General Provisions
Insuring Motorcycles and Other Vehicles

HW_8 (Ch. 18)
QUIZ_11 (Ch. 18)

15

Review for the final exam (see final exam schedule)

QUIZ_12 (Ch. 20)
FINAL




Appendix D

Course Outline:

Week

Topics

Due Dates

1

Intro to class

Ch. 1:

Risk in our society

Definitions of Risk

Chance of Loss

Peril and Hazard

Classification of Risk

Major Personal Risks and Commercial Risks
Burden of Risk on Society

Techniques for Managing Risk

Ch. 2:

Ch. 3:

Insurance and Risk

Definition and Basic Characteristics of Insurance
Characteristics of An Ideally Insurable Risk
Adverse Selection and Insurance

Insurance and Gambling Compared

Insurance and Hedging Compared

Types of Insurance

Benefits and Costs of Insurance to Society

Intro to Risk Management

Meaning of Risk Management
Objectives of Risk Management

Steps in the Risk Management Process
Benefits of Risk Management
Personal Risk Management

QUIZ_1 (Ch. 1)

Ch.
Ch.

L] L] L) L] L] -J>00 L] L] L) L] L]

. Intro to Risk Management
: Advanced Topics in Risk Management

The Changing Scope of Risk Management

Insurance Market Dynamics

Loss Forecasting

Financial Analysis in Risk Management Decision Making
Other Risk Management Tools

HW_1 (Ch. 1and
2)
QUIZ_2(Ch.2)

Ch.

: Cont.

QUIZ 3 (Ch. 3)

Ch.

L] L) L] L] U'I-h

: Types of Insurers and Marketing Systems

Overview of Private Insurance in the Financial Services Industry
Types of Private Insurers

Agents and Brokers

Types of Marketing Systems

Group Insurance Marketing

HW_2 (Ch. 3and
4)
QUIZ_4 (Ch. 4)

Ch. 6:

Insurance Company Operations
Rating and Ratemaking

Underwriting

Production

Claims settlement

Reinsurance

Alternatives to Traditional Reinsurance

QUIZ_5 (Ch. 5)




Investments
Other Insurance Company Functions

Ch. 7: Financial Operations of Insurers

Property and Casualty Insurers

Life Insurance Companies

Ratemaking in Property and Casualty Insurance
Ratemaking in Life Insurance

Ch. 8: Government Regulation of Insurance

Reasons for Insurance Regulation

Historical Development of Insurance Regulation
Methods for Regulating Insurers

What Areas are Regulated?

State versus Federal Regulation

Modernizing Insurance Regulation

Insolvency of Insurers

Credit-Based Insurance Scores

HW_3 (Ch.5and
6)
QUIZ_6 (Ch. 6)

Review for the midterm exam

QUIZ_7(Ch.7
and 8)
MIDTERM (Ch.
1-8) in class

Spring Break

Ch. 9: Fundamental Legal Principals

Ch. 10:

Principle of Indemnity

Principle of Insurable Interest

Principle of Subrogation

Principle of Utmost Good Faith

Requirements of an Insurance Contract

Distinct Legal Characteristics of Insurance Contracts
Law and the Insurance Agent

Analysis of Insurance Contracts
Basic parts of an insurance contract
Definition of “Insured”
Endorsements and Riders
Deductibles

Coinsurance

Other-insurance provisions

HW_4 (7 and 8)

11

Life Insurance

Premature Death

Financial Impact of Premature Death on Different Types of
Families

Amount of Life Insurance to Own

Types of Life Insurance

Variations of Whole Life Insurance

Other Types of Life Insurance

HW_5 (Ch. 9 and
10)
QUIZ_8(Ch.9
and 10)

12

Health Care Reform; Individual Health Insurance Coverages
Health-Care Problems in the US

Health-Care Reform

Basic Provisions of the Affordable Care Act

HW_6 (Ch. 11)
QUIZ_9 (Ch. 11)




Individual Medical Expense Insurance

Individual Medical Expense Insurance and Managed Care Plans

Health Savings Accounts

Long-term Care Insurance

Disability-Income Insurance

Individual Health Insurance Contractual Provisions

13

Social Insurance

Social Insurance

Old-age, Survivors, and Disability Insurance
Types of Benefits

Medicare

Problems and Issues

Unemployment Insurance

Workers Compensation

HW_7 (Ch. 15)
QUIZ_10 (Ch. 15)

14

Auto Insurance
Personal Auto Policy
— Part A: Liability Coverage
— Part B: Medical Payments Coverage
— Part C: Uninsured Motorists Coverage
— Part D: Coverage for Damage to Your Auto
— Part E: Duties After an Accident or Loss
— Part F: General Provisions
Insuring Motorcycles and Other Vehicles

HW_8 (Ch. 18)
QUIZ_11 (Ch. 18)

15

Review for the final exam (see final exam schedule)

QUIZ_12 (Ch. 20)
FINAL




Appendix E

Course Outline:

Week

Topics

Due Dates

1

Intro to class

Ch. 1:

Risk in our society

Definitions of Risk

Chance of Loss

Peril and Hazard

Classification of Risk

Major Personal Risks and Commercial Risks
Burden of Risk on Society

Techniques for Managing Risk

Ch. 2:

Ch. 3:

Insurance and Risk

Definition and Basic Characteristics of Insurance
Characteristics of An Ideally Insurable Risk
Adverse Selection and Insurance

Insurance and Gambling Compared

Insurance and Hedging Compared

Types of Insurance

Benefits and Costs of Insurance to Society

Intro to Risk Management

Meaning of Risk Management
Objectives of Risk Management

Steps in the Risk Management Process
Benefits of Risk Management
Personal Risk Management

QUIZ_1 (Ch. 1)

Ch.
Ch.

L] L] L) L] L] -hw L] L] L) L] L]

. Intro to Risk Management
: Advanced Topics in Risk Management

The Changing Scope of Risk Management

Insurance Market Dynamics

Loss Forecasting

Financial Analysis in Risk Management Decision Making
Other Risk Management Tools

HW_1 (Ch. 1and
2)
QUIZ_2(Ch.2)

Ch.

: Cont.

QUIZ 3 (Ch. 3)

Ch.

L] L) L] L] U'I-h

: Types of Insurers and Marketing Systems

Overview of Private Insurance in the Financial Services Industry
Types of Private Insurers

Agents and Brokers

Types of Marketing Systems

Group Insurance Marketing

HW_2 (Ch. 3and
4)
QUIZ_4 (Ch. 4)

Ch. 6:

Insurance Company Operations
Rating and Ratemaking

Underwriting

Production

Claims settlement

Reinsurance

Alternatives to Traditional Reinsurance

QUIZ_5 (Ch. 5)




Investments
Other Insurance Company Functions

Ch. 7: Financial Operations of Insurers

Property and Casualty Insurers

Life Insurance Companies

Ratemaking in Property and Casualty Insurance
Ratemaking in Life Insurance

Ch. 8: Government Regulation of Insurance

Reasons for Insurance Regulation

Historical Development of Insurance Regulation
Methods for Regulating Insurers

What Areas are Regulated?

State versus Federal Regulation

Modernizing Insurance Regulation

Insolvency of Insurers

Credit-Based Insurance Scores

HW_3 (Ch.5and
6)
QUIZ_6 (Ch. 6)

Review for the midterm exam

QUIZ_7(Ch.7
and 8)
MIDTERM (Ch.
1-8) in class

Spring Break

Ch. 9: Fundamental Legal Principals

Ch. 10:

Principle of Indemnity

Principle of Insurable Interest

Principle of Subrogation

Principle of Utmost Good Faith

Requirements of an Insurance Contract

Distinct Legal Characteristics of Insurance Contracts
Law and the Insurance Agent

Analysis of Insurance Contracts
Basic parts of an insurance contract
Definition of “Insured”
Endorsements and Riders
Deductibles

Coinsurance

Other-insurance provisions

HW_4 (7 and 8)

11

Life Insurance

Premature Death

Financial Impact of Premature Death on Different Types of
Families

Amount of Life Insurance to Own

Types of Life Insurance

Variations of Whole Life Insurance

Other Types of Life Insurance

HW_5 (Ch. 9 and
10)
QUIZ_8(Ch.9
and 10)

12

Health Care Reform; Individual Health Insurance Coverages
Health-Care Problems in the US

Health-Care Reform

Basic Provisions of the Affordable Care Act

HW_6 (Ch. 11)
QUIZ_9 (Ch. 11)




Individual Medical Expense Insurance

Individual Medical Expense Insurance and Managed Care Plans

Health Savings Accounts

Long-term Care Insurance

Disability-Income Insurance

Individual Health Insurance Contractual Provisions

13

Social Insurance

Social Insurance

Old-age, Survivors, and Disability Insurance
Types of Benefits

Medicare

Problems and Issues

Unemployment Insurance

Workers Compensation

HW_7 (Ch. 15)
QUIZ_10 (Ch. 15)

14

Auto Insurance
Personal Auto Policy
— Part A: Liability Coverage
— Part B: Medical Payments Coverage
— Part C: Uninsured Motorists Coverage
— Part D: Coverage for Damage to Your Auto
— Part E: Duties After an Accident or Loss
— Part F: General Provisions
Insuring Motorcycles and Other Vehicles

HW_8 (Ch. 18)
QUIZ_11 (Ch. 18)

15

Review for the final exam (see final exam schedule)

QUIZ_12 (Ch. 20)
FINAL




Appendix F

Piazza discussion: During the semester each student is required to post two current issues relating to two

different chapters covered in the course as well as to comment twice on their fellow peers post expressing
your view/opinion.
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