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“People who work for insurance companies do a lot
more than sell insurance.”
Insurance Information Institute
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Lecture objectives
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After studying this chapter, you should be able to:

(s (38 05T OF gt Jardll 1 u\).s.uu

** Explain the rate-making function of insurers. wu‘ u\f}w d )bu’ﬂ\ .u.xs !j ,:
% Explain the steps in the underwriting process. u\::f’ﬁ\ ddos u\}‘ar CJ"“ X
AR R vy Il Olack! dosal 2 o2
¢ Describe the sales and marketing activities of insurers. .WU\ UKJ“ e & ‘9 Slas | AP o
AaJl :\?‘M ddas CJ\# R 9 X
+»» Describe the steps in the process of settling a claim. R P N . A
elel Sldales &\}s‘j o) dalel Gl Sl

% Explain the reasons for reinsurance and the various types of pritEay W&j‘
.‘ A . ‘.. - & - Soe o i & ®,
reinsurance treaties. &\y’ﬁ\ s g uy"U‘ UG}“’ Oy lediw! 4P S **

» Explain the importance of insurance company investments

and identify the various types of investments of insurers.



Insurance Company Operations
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The most important operations of an insurance

company include the following: Zg@, Lo gyu\ 35};3 Slhes ('_af M‘
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Rate making
Underwriting
Production

Claims settlement
Reinsurance

Investments
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Rate making refers to the pricing of insurance and the
calculation of insurance premiums. The premium paid by the
insured is the result of multiplying a rate determined by
actuaries by the number of exposure units, and then adjusting
the premium by various rating factors (a process called rating).
A rate is the price per unit of insurance. An exposure unit is the
unit of measurement used in insurance pricing, which varies

by line of insurance.

Insurance pricing differs considerably from the pricing of other
products.

The person who determines rates and premiums is known as
an actuary. He or she is a highly skilled mathematician who is
involved in all phases of insurance company operations,

including planning, pricing, and research
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Underwriting
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% Underwriting refers to the process of selecting, classifying, and pricing U.‘.'"%‘ e 9 Mj B1gl Ldas él o g\:&’f}l\
applicants for insurance. The underwriter is the person who decides to g_“lb uﬂ) ji d}é )in ‘éﬁ‘ UWJ‘ 9 M‘ &Jl‘w
accept or reject an application. -Wu‘

Statement of Underwriting Policy SN il Ol

¢ Underwriting starts with a clear statement of underwriting policy. An o & - “ . . ,,,, f

a.{..., GL‘; s .q\..S}I\ dwlod cqa\j Ol g\...f}l\ Ko

insurer must establish an underwriting policy that is consistent with
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territories to be developed; forms and rating plans to be used; me RS J: 2 J G:M‘ Euﬁjb ('"" ‘zéj‘
acceptable, borderline, and prohibited business; amounts of insurance to SL@:&J”A (':'*""o ‘é}“ Q}A\::J‘ éu ‘“‘}“’Mj ‘;3“@" L!Lc “d}‘i‘m

be written; business that requires approval by a senior underwriter; and *JW J‘”’wﬁ (’Jl‘; "‘*‘S. =S S w‘ﬁ'“ “"u‘*‘ J é‘“ JL""&“
other underwriting details. .gsji-‘

company objectives.
** The insurer’s underwriting policy is determined by top-level management
in charge of underwriting. The underwriting policy is stated in detail in an

underwriting guide that specifies the lines of insurance to be written;
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Underwriting is based on a number of principles. s (S3Lws Ry b ,5_3\,;@3 Y Bl gsk' SNt

Three principles are especially important: P Jg_;d
1- Attain an underwriting profit. RES[ELy U g2 —1
2- Select prospective insureds according to the i3 OLSNI pulal \.Esj ks (,.@.;.Lc oo s -2
company’s underwriting standards. 35;33\-‘

3- Provide equity among the policyholders. .04l L;l.a\;- v ANl pdgs -3




MIDOCEA|

UNIVERSITYl

L X4

L X4

>

L0

L)

Basic Underwriting Principles

Tl LS teales

The primary objective of underwriting is to attain an underwriting
profit. The objective is to produce a profitable book of business. The
underwriter constantly strives to select certain types of applicants
and to reject others so as to obtain a profitable portfolio of business.
The second principle is to select prospective insureds according to
the company’s underwriting standards. This means that the
underwriters should select only those insureds whose actual loss
experience is not likely to exceed the loss experience assumed in the
rating structure.

A final underwriting principle is equity among the policyholders. This
means that equitable rates should be charged, and that each group of
policyholders should pay its own way in terms of losses and
expenses. Stated differently, one group of policyholders should not

unduly subsidize another group.
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Steps in Underwriting
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s Agent as First Underwriter This step is often called field underwriting. The agent is told what types of

applicants are acceptable, borderline, or prohibited.
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The underwriter requires certain information in deciding A ;T Jssds 1l | e Sleghall Jany LSy (e

whether to accept or reject an applicant for insurance.

Important sources of information include the following: :dli Lo QL"M il JJLa.U J""‘“’
Application: The type of information required depends on .gjllzl\ ww @3 u‘L’ Z\{}.UQL‘ uu}&l\ @3 dasias :w‘.
the type of insurance requested. ji Jﬁfj‘j‘ o wu‘ CJ\-SJ" o Sydadl Cllass IJ-z;jj‘ ﬁﬁ;.
Agent’s report: Many insurers require the agent or broker .J»J;‘ J*"‘*U ("“’” g‘:w _izwjj\
to give an evaluation of the prospective insured. LS 5 SJMJ\ WNVSINE ceo S uub ¥ :uw‘ },Jjgo
Inspection report: In property insurance, the company NETEEY Jjb. S99 (3 u\;;{‘y’\ axs) 13 Aol (i)l 45\5

may require an inspection report by some outside agency, Yozis | 25 g uuLJ\ b (3 adl s as e g5
especially if the underwriter suspects moral hazard. An AKJMU
outside firm investigates the applicant for insurance and

makes a detailed report to the company.



Sources of Underwriting Information

Physical inspection: In property insurance and casualty cd)s\jﬁ-\ c;,ui?:; NS o uwb 3 ‘:;:LU : i)
insurance, the underwriter may require a physical ub w‘ﬁ“ ‘_P @ole i o) > v;m bz,
inspection before the application is approved. RNV
Physical examination : In life insurance, a physical exam el oy 6 (LA sl IR gL V- |
may be required to determine if the applicant is O d\.:u (‘m‘ O3] Loy S jo>d
overweight; has high blood pressure; or has any sl 3529 of fcﬁ}‘ RURNCY o ¢0)0 L5
abnormalities in the heart, respiratory system, urinary J}J‘ Sl JT w‘*j‘ S )T Ll @ el

system, or other parts of the body. -v'wjf" ot S sl bl



Making an Underwriting Decision
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After the underwriter evaluates the information, an underwriting decision must be made. There are three

basic underwriting decisions with respect to an initial application for insurance:

s Accept the application

s Accept the application subject to certain restrictions or modifications

** Reject the application.
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Other Underwriting Considerations
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+* Rate adequacy and underwriting: Property and casualty

K/

insurers are more willing to underwrite new business for a

specific line if rates are considered adequate. Szl Lo bl ol5s 055 1oksYy jewll daeSlas
< Reinsurance and underwriting: Availability of reinsurance 13 cpme dos (3 3 Jlesl (3 OLSW Blamznl ST oslsds
may result in more liberal underwriting. However, if LA )\-**“S“ Qﬁ;-“‘
reinsurance cannot be obtained on favorable terms, %’\3’51 él w‘w* sale] ol (g5 A 3“."'“‘{?‘3 U}‘u‘ |

underwriting may be more restrictive. B3le] e Jyat Qg*l‘ o u'i' <1 15) (23 2 Sales J‘f‘
J3s ST Ol 065 18 (aaidle bg iy sl
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* Renewal underwriting: In life insurance, policies are not

L)

cancellable. In property and casualty insurance, most policies
can be canceled or not renewed. If the loss experience is

unfavorable, the insurer may either cancel or not renew the

policy.
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% The term production refers to the sales and marketing
activities of insurers. Agents who sell insurance are
frequently referred to as producers. This word is used
because an insurance company can be legally chartered,
personnel can be hired, and policy forms printed, but no
business is produced until a policy is sold. The key to the
insurer’s financial success is an effective sales force.

s Agency Department

This department is responsible for recruiting and training new

agents and for the supervision of general agents, branch office

managers, and local agents.

Production
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Every insurance company has a claims division or
department for adjusting claims. This section of the
chapter examines the basic objectives in adjusting
claims, the different types of claim adjustors, and the
various steps in the claim-settlement process.

Basic Objectives in Claims Settlement From the
insurer’s viewpoint, there are several basic objectives
in settling claims.

Verification of a covered loss.

Fair and prompt payment of claims.

Provide personal assistance to the insured.

Claims Settlement

Sl 4eus
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s The first objective in settling claims is to verify that a @j,g,. o M\ §8 I RIAY 3,,}.,.3 3 Jfﬁ\ J.Lé,\
covered loss has occurred. This step involves determining a\_{‘s‘ Lo .b.@ 3}_&;‘ S ‘ - ‘U}w 5)\...«}

whether a specific person or property is covered under the S ‘wjjs “'SW Ls e j‘ nre RS

policy, and the extent of the coverage . Alead) oda

* The second objective is the fair and prompt payment of 3] ey d:\.c !g £y Q\.JU:.U 8" Jrs Gw‘ AU

claims. If a valid claim is denied, the fundamental social
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and contractual purpose of protecting the insured is

defeated.

4
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» A third objective is to provide personal assistance to the

)

insured after a covered loss occurs. Aside from any
contractual obligations, the insurer should also provide

personal assistance after a loss occurs.
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Types of Claims Adjustors

Personnel who adjust claims are known as

a claims adjustors. The major types of

Jozs oUWl eis SULL Ssandy cp ) 531 el
adjustors include the following: «.;L’ Lo ox L o gt 8)555“
Agents IS«
Staff claims representatives T 81 (3 Oglalall UL glze o
izl Ogandll
Ogesgondl Ogarall
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Independent adjustors o4

¢ @
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Public adjustors.




Insurance agents
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¢ Insurance agents often have authority to settle

WL & gus dale pldl ISP 0,5 L WLE
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B Sy el ade il Lhamty Spis 8, 8ylas e (oaldl
the insured. The insured submits the claim directly S S ) 5 bl 2l PEN e asl v
to the agent, who has the authority to pay up to 3 aky,kll ol T i Cl‘” c“‘ il ) al
ified t. Thi h to clai T .. . 4 g

some specified amoun is approach to claims o Jis g (e P Ll se U Ll 24
settlement has several advantages: It is speedy;, it A gl A e g 2_:,@) (Jednd) s

reduces adjustment expenses, and it preserves the

small first-party claims up to some maximum limit.

4
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» A first-party claim is a claim submitted by the

insured to the insurer, such as a small theft loss by

policyholder’s goodwill..
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Claims representatives staff

Sl a2 gy

Claims representatives Staff are employees of an insurer who adjust most claims. Staff claim

representatives are typically salaried employees and represent only one insurer. After notice of the loss is

received, a claims representative will investigate the claim, determine the amount of loss, and arrange

for payment.
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Independent adjustors
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** Independent adjustors can also be used to adjust claims. An independent adjustor is an organization or

individual that adjusts claims for a fee. Claims personnel are highly trained individuals who adjust claims

on a full-time basis.
Hlie SUL Gy pois 33 o Zebate s Jaznd) all LWL 45 e ) pedl) plisanl W)l oSe
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Public adjustors
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+** Public adjustors are also used to settle claims.

gt "Cpalall L) e plasiaal Ual o5
A public adjustor represents the insured rather u"-cb o J"jl‘ (\.,J\ JSL:M;L\ m—a‘ J.:,Q Ul
than the insurance company and is paid a fee i . -
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$ .
technical assistance is needed, and also in u'i"“’ p sz‘ <NV JJ{J (b el

those cases where the insured and insurer Jﬁ" ﬁrj‘ J"' o’ Ww‘ Z'{J"f“ﬁ s U‘Jﬁ" Lt
2l

based on the amount of the claim settlement.
A public adjustor may be employed by the

insured if a complex loss situation occurs and

cannot resolve a dispute over a claim..



Steps in Settlement of a Claim
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There are several important steps in settling a claim:

&

¢ Notice of loss must be given. 's)\""‘""""‘ = f})\"l % **
<+ The claim is investigated. Al (3 ool = o
¢ A proof of loss may be required. -5)‘-~>'=U <L) &—A'Uai A ’:’
< A decision is made concerning payment. .cé-U\ ol )3 s ol Qe



Reinsurance
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Reinsurance is another important insurance operation.

K/

** Reinsurance is an arrangement by which the primary . p A

el aSE W . A ol D

insurer that initially writes the insurance transfers to el J"U LI R e el Bale] %
Jf;‘ TS lad) 3 el g,,\& 5 éj‘ ¢ LY
el 353 L) el 10 alag N alaxd) L
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another insurer (called the reinsurer) part or all of the

potential losses associated with such insurance.

s The primary insurer that initially writes the insurance is (Wu‘ o Ls"*“:) LSJ’.'T
called the ceding company. The insurer that accepts L} Cf}"u‘ "‘"is é’“ Z‘W"“"’% U»"‘u‘ 2{]& s ’:’
part or all of the insurance from the ceding company is J*E @5‘ Cfbﬁu‘ Z\ff”‘ (s Loy -Jjw‘ Z\fflv 4yl
called the reinsurer. The amount of insurance retained -d}ﬂu‘ N Jjw‘ Z‘-{ﬁ Ol wu‘ J-()T ‘iﬁ-
by the ceding company for its own account is called the sl J)L'&S‘ Z\fj& A Lad Lf-m J}Au‘ i .C'L’U

retention limit, or net retention. .3l LlaYl jT Ll d> ey ol



Reinsurance
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** The amount of insurance ceded to the reinsurer is known as the cession. Finally, the reinsurer in turn

may reinsure part or all of the risk with another insurer.
IS5l s el Balel oyt el il sy 8 Bl Lol Gl il U] e Bl el 08705 40
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Reasons for Reinsurance
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Reinsurance is used for several reasons. The most . . s
Lol s el Bslel C-M

important reasons include the following:

% Increase underwriting capacity. UL Lo 2,81 ,531\ UL‘MY‘ Jot

%
e o0

¢ Stabilize profits. - Yl le‘c °J“u'“ ok %
. . LI )zl %e
*¢ Reduce the unearned premium reserve. C ¥ BUT= v
r . . . . .. o®

** Provide protection against a catastrophic loss. -“vrwﬁ‘ s Ll L“;b\-:-’" J':L“-‘ %
w s . . - e ‘

Reinsurance also enables an insurer to retire .Aw\-Q\ j\.w:l-‘ Lo 4.3\.4.4-\ Brgy 5

from a territory or class of business and to obtain oo ol el aS7ad el sle 5 LS
underwriting advice from the reinsurer. 0) ginn ul.c Jj..p.;’-\j dLmn JLQ.:—T dz9 jT dalo e



Increase Underwriting Capacity

UL’C{:?\ LSLG ij‘ 35\3)

Reinsurance can be used to increase the insurance company’s underwriting capacity to write new business.
The company may be asked to assume liability for losses in excess of its retention limit. Without

reinsurance, the agent would have to place large amounts of insurance with several companies or not

accept the risk.
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Stabilize Profits
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Reinsurance is used to stabilize profits. An insurer may i " . » . )
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wish to avoid large fluctuations in annual financial gaand! AJL G’u‘ t} 5 S L) 4 g 0‘53"
results. Loss experience can fluctuate widely because 5 . o 3 o o f
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of social and economic conditions, natural disasters, .Jw‘j SRR [ &)‘ﬂ‘ﬁ sl 2*"9’9\3 e loz=N1
and chance. Reinsurance can be used to stabilize the J;\Mg.\ Jj}' )@,T Canidd cpaldl B318) al s NS

effects of poor loss experience A



Reduce the Unearned Premium Reserve
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Reinsurance can be used to reduce the unearned
premium reserve. For some insurers, especially
newer and smaller companies, the ability to write
large amounts of new insurance may be restricted by
the unearned premium reserve requirement. The
unearned premium reserve is a liability item on the
insurer’s balance sheet that represents the unearned
portion of gross premiums on all outstanding policies

at the time of valuation.
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Reinsurance also provides financial protection against 5l Lo il il Lol ol s3le f““’"‘

a catastrophic loss. Insurers often experience AT TR .
catastrophic losses because of hurricanes and
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earthquakes and other natural disasters, industrial
explosions, commercial airline disasters, and similar
events. Reinsurance can provide considerable
protection to the ceding company that experiences a

catastrophic loss.
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% The reinsurer pays part or all of the losses that exceed 27 L“SM D | J{J‘ s el -

the ceding company’s retention up to some specified S u,@é‘ A Z‘-S)L‘@U :‘frw‘ bla|

maximum limit.
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% An insurer can also use reinsurance to retire from the e sl ol ssle f‘ ol Calf cpaldll 3572) - S o
business or from a given line of insurance or territory. - v o T 408 LR £

Reinsurance permits the insurer’s liabilities for Al bl malell bl 3 s bl LG cebell g
] f ) i VJLQ.S‘ wa \ WU‘ ASM u\.ﬂ\fj\ }.u WU\ ob\&l
existing insurance to be transferred to another o « . .. ) S D
g e d.:bj.S\ L“;’“L" Aoz Jim CL}ULJJ ¢ s> el dg> )
carrier; thus, policyholders’ coverage remains 5 5las
undisturbed. JPEAL Pl Y O}‘u‘ iS5 EJ&“U\ 55lel 7 “j&_jo}
+** Finally, reinsurance allows an insurer to obtain the .w‘w‘ W SJ&LWUJ
underwriting advice and assistance of the reinsurer. AR e (2] Ll ol - ooh
. "’9.1&«4"“ LQ.:.% Aol sdsls gc:.)uu ULG W\.L’.S\ . NP N\
** The reinsurer can often provide valuable assistance e Ly ‘&7\3}3‘ el l:'“j a2 gl ¢ i
with respect to rating, retention limits, policy ol Lo L5

coverages, and other underwriting details.



Types of Reinsurance
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There are two principal types of reinsurance: facultative . A
b el 3ole) 1ol 33le] e Ol Oy Hlia
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reinsurance and treaty reinsurance.

+* Facultative reinsurance is an optional, case-by-case
method that is used when the ceding company receives
an application for insurance that exceeds its retention
limit. Reinsurance is not automatic..

.

** Treaty reinsurance means the primary insurer has agreed

to cede insurance to the reinsurer, and the reinsurer has

agreed to accept the business. All business that falls el osle] = 'J"’”‘M J}" lep Oeld) A 32y A5
within the scope of the agreement is automatically wj Bl LYl Sl P Cﬁ t,éj‘ Jles C‘}

Lial} Lo ol

reinsured according to the terms of the treaty.



= Methods for Sharing Losses
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There are two basic methods for sharing losses: pro rata o25ly ekl Al : slad as)lal Sl Ol b sla

and excess-of-loss. Under the pro rata method, the ceding Z\ffﬁd\ B3RS clgjil\ L) Z\Agjla ook .8)\.%2-\ O
company and reinsurer agree to share losses and U,Lp 2l DMJ}\) Jj\m';’-\ &SL&» ul.c WU\ 85le] g Lol
premiums based on some proportion. Under the excess-of- as Cé.,\; Byl o 2 Ay b (el L dims A
loss method, the reinsurer pays only when covered losses Lf,:,u (S Frmr sllaall JjLWQ..\ )'jL?:;J Leie bois CJ&‘U‘ s5le)
exceed a certain level. y\{‘jL;, A0 P ;L..A-\ z_g\*ﬂ_ WU\ 5;@}} aﬁjw\ djja_j\
The following reinsurance methods for the sharing of 30}13&;125‘
losses are examples of both methods: Lol Lot suales 0:0

/

%* Quota-share treaty %

u@fu.j\ slales *%*

%* Surplus-share treaty ¢

Sl o 25l cualdl Sale] %0
W;L:J\ SJU«l co.z- ’:’

/

%* Excess-of-loss reinsurance

/

%* Reinsurance pool
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% Quota-Share Treaty & j..ﬁ.\ g\::f’;ﬁ\ Sl les
Under a quota-share treaty, the ceding company and i) i el gew (Haall Ol susles WP N
reinsurer agree to share premiums and losses based on some Lch ALY JfL.,.J—\) L\M;‘y\ Z\SW L;;, U}‘u‘ 3;\_;1 :\_(fg,j
proportion. The ceding company’s retention is stated as a fy.x_z Ay gs w ZJ)’L'A\ ij&J\ A Mj: i) v
percentage rather than as a dollar amount. .)ij\_;b 'CL:A-{M-M; %
%* Surplus-Share Treaty dﬁw‘ q\::::f'g\ 3 las

Under a surplus-share treaty, the reinsurer agrees to accept

el sale] iSTa 3blg o @il ClaSY saalas ook
insurance in excess of the ceding insurer’s retention limit, up ‘ij‘ Z\fj.':J\ Blia | e jj\—?da gS-m wu‘ J}é L;J"’
to some maximum amount. The retention limit is referred to st (""“L? Bl s él )L«ié o Al CL"“ il

JYJJ.SL: &wb-’;.l.j

as a line and is stated as a dollar amount.
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¢ Excess-of-Loss Reinsurance 3
B Jludt Lo el Bale)

Lo Blasll wlol [y daaas 3011 Sl do cald) ssle)
A el ) Ll S ol epr el dme mby A58 )L

Excess-of-loss reinsurance is designed largely for protection against
a catastrophic loss. The reinsurer pays part or all of the loss that
exceeds the ceding company’s retention limit up to some maximum .
e o2 Ggies g Al i el blas
ol dsls] degag
el Bole] Aegez N e paldl) Bole] i Lal S
el S el OSe e deboie o el Sale) deges
iS )% ﬂww‘ws s3le] wlegest J&w & Brea Ml e
LS ST 2ST1 AW 3,0 L 0SS Y 5 Uy el
= LeSs ae gomaS ol S8 Sy (ald) o 3508
) 5,04l dl" J},,a.xU U Las,lge

level.

% Reinsurance Pool

Reinsurance can also be provided by a reinsurance pool. A
reinsurance pool is an organization of insurers that underwrites
insurance on a joint basis. Reinsurance pools have been formed
because a single insurer alone may not have the financial capacity to

write large amounts of insurance, but the insurers as a group can

combine their financial resources to obtain the necessary capacity
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The investment function is extremely important in the overall S a) delal Q‘“l I 23 Z\i&U 5 )\ w o\ 5 '*i.} s

operations of insurance companies. Because

o il (K6 odie LLAYH wol & L opald
olaidly S a2 U

premiums are paid in advance, they can be invested until

needed to pay claims and expenses.

¢ Life insurance investments have an important economic gs;w"‘ﬁ stw\ J»‘JL:’ °L3;" le'c ww‘ Q‘JW\ C:'“ﬁ
and social impact on the nation for several reasons. First, 3\-;-'«"-‘ le_c Q}Aw‘ Jj-a-f' Cyj‘ Pl sda) deY| le-" &
life insurance contracts are long-term, and the liabilities LSLc 3L:;L\ L;l,c wu\ C_')LS.& C_')Lﬁ‘j’d‘ ..\:.5) ch—S]\ Z\.l.ijla
of life insurers extend over long periods of time, such as u"’b o xS céﬂ.ﬂ Ll 60 j‘ 50 J"" 42\1-3}19 Q‘JU

<

1) 0B ile 3LaY) & LS (@ png Ll Tlael JW
bl 3055 aledl Ol (3 Shlaza¥l e solasll

50 or 60 years. Thus, safety of principal is a primary
consideration. Consequently, as stated earlier, the
majority of investments in the general account are in

bonds.
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Second, investment income is extremely important in
reducing the cost of insurance to policyholders because
the premiums can be invested and earn interest. The
interest earned on investments is reflected in the payment
of dividends to policyholders, which reduces the cost of
life insurance.

Finally, life insurance premiums also are an important
source of capital funds to the economy. These funds are
invested in shopping centers, housing developments,
office buildings, hospitals, new plants, and other economic

and social programs.

Investments
CJ‘)W?\
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Two important points must be stressed when the investments of property and

dl.cwu\a\ffi ubwsymwmgpwUsJ
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casualty insurers are analyzed.

+» First, in contrast to life insurance, property insurance contracts generally
are short-term in nature. The policy period in most contracts is one year or
less, and property claims are usually settled quickly. Also, in contrast to life
insurance claims, which are generally fixed in amount, property insurance
claim payments can vary widely depending on catastrophic losses,
inflation, medical costs, construction costs, auto repair costs, economic
conditions, and changing value judgments by society. For these reasons,
the investment objective of liquidity is extremely important.

» Second, investment income is extremely important in offsetting

L)

unfavorable property and casualty underwriting experience. The
investment of capital and surplus funds, along with the funds set aside for
loss reserves and the unearned premium reserve, generate investment
earnings that usually permit an insurer to continue its insurance

operations despite an underwriting deficit.
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Other important insurance company operations include ‘Q\Jwy\ O}*"u‘ QLS;J Z‘-‘*-G-U L;J,zi[s <o Llasl) J_‘,_,;,;
investments, information systems, legal services, and loss- ‘5[;, W\ <l sz;j;uj\ Qu_xg_\j ‘Quyw_s Mh,\j
control services. .JjLw_;_\
Information systems au}w“ A |
information systems are extremely important in the daily OW gv“w}c;\ lLlon)l L} w‘y‘ Al Quj‘u‘ e
operations of insurers. These systems depend heavily on W‘J“A’" &Lc J‘:{J-{A:“ AN asins Wu‘
computers and new technology. i ad L:#Wb
Accounting il
The accounting department is responsible for the financial r}aa .wu‘ 2_{};'5 AW o Uleall Z*:jﬁ*“‘ PN ("‘"‘ﬁ éﬁ
accounting operations of an insurer. Accountants prepare C)L:L*-*j\ J-:Lﬁj ‘QL&‘):U Jajlﬁj ‘%M‘ wa‘ sldsls OWL;‘
financial statements, develop budgets, analyze the company’s Jp'-\.: e Léj‘ C)‘JYJA-“ P 4 PR e, CZKJJ;«U AU
financial operations, and keep track of the millions of dollars . . wr .
e IS e 3gadl 3720 £l

that flow into and out of a typical company each year
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Legal Function i\l adD ol
Another important function of insurance companies is the ¢ ,Z\,gjjw\ :\_Q:jgjj\ P wiﬂ‘ uLiJ:J dognr LS;"-T Zui.glb)
legal function. In life insurance, attorneys are widely used in L} C‘”‘) s u‘L" O}"";‘ C‘M‘ o 48\.3!-\ u&“E
advanced underwriting and estate planning. -Lﬁ)u’d‘ Lol rm‘ s
Loss-Control Services ;L%.;_‘ GL" 3 Jb':"“‘j‘ lods
Loss control is an important part of risk management, and a (‘wj cjla\o';l\ 5] o B e Jj\.mi-\ L}J& W‘ Jr%
typical property and casualty insurer provides numerous loss- S Ll C e O"‘j;'b ERCSPRT gsL9 wu\ Q@

control services. These services include advice on alarm

SRV oledd) ol Leis . jlud) de s bl Clads
ASSLggY) pl dadaly IGY) audail Olay 3yeall
Sl e 1Bl (65T daiily (LM

systems, automatic sprinkler systems, fire prevention,
occupational safety and health, prevention of boiler

explosions, and other loss-prevention activities.
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