RISK CLASSIFICATION 101
FINAL EXAM

Assume that you are the Pricing Manager for an insurer specializing in private passenger auto insurance.  Assume that studies by your actuaries (or consultants) have clearly demonstrated that, for each of the following potential rating factors, expected losses vary significantly, and in a way that is not accounted for by any other current or proposed rating factors.  You realize that a more accurate risk classification system would reduce adverse selection and possibly improve your company’s bottom line.  Assume also that no jurisdiction in which your company does business has passed any law limiting the use of any of these factors.





Would you recommend use of this rating factor?

1. eye color




Yes ____
No ____

2. race/ethnic origin



Yes ____
No ____

3. credit score




Yes ____
No ____

4. marital status




Yes ____
No ____

5. number of at-fault accidents


Yes ____
No ____

Essay question:
How did you make your decision on each of the above factors?  What criteria did you apply?
(If there is not enough room below, please continue your answer on additional sheets of paper.)

PUBLIC POLICY 101

FINAL EXAM

Assume that you are a state [provincial] legislator [MP] considering a bill that would prohibit the use of various rating factors for private passenger auto insurance.  Suppose that insurers and their actuaries have testified that, for each of the following potential rating factors, expected losses vary significantly, and in a way that is not accounted for by any other current or proposed rating factors.  They say that, if these rating factors are not permitted, adverse selection will be the result.  Prohibition of certain factors might also reduce the availability of auto insurance to some segments of the populace.






Would you vote to prohibit use of this rating factor?

1. eye color




Yes ____
No ____

2. race/ethnic origin



Yes ____
No ____

3. credit score




Yes ____
No ____

4. marital status




Yes ____
No ____

5. number of at-fault accidents


Yes ____
No ____

Essay question:
How did you make your decision on each of the above factors?  What criteria did you apply?
(If there is not enough room below, please continue your answer on additional sheets of paper.)

