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ASSESSMENT 
 
 
Task 1 
 
Answer the following questions that clients regularly pose. 
 
(Each question only counts one mark) 
 
1. The client says that according to his/her broker items that are of sentimental value are 

not insurable. Is this correct?                                             
Yes/No          

 
2. Is it true that we only insure true risks, in other words, risks that carry the possibility of 

loss or no loss?            
           Yes/No          
 
3. Is the following statement true?  
 

In regard to the rest of the insurer’s policyholders, it is completely unacceptable for an 
individual to destroy his or her belongings in order to obtain an insurance payout.               

           Yes/No          
 
4. Is it possible for you to take out an insurance policy on a friends’ life and for you to receive 

a payout when the friend dies? 
           Yes/No          
 
5. Self-insurance can also be harmful to a client, especially in light of the fact that his or 

her own funds could run dry. Is this statement correct?             
Yes/No          

6. The client says he or she has heard of insurable interest. Should he or she wish to 
insure his or her spouse’s vehicle, would he or she have an insurable interest in the 
vehicle? 

Yes/No          
 
7. The client would like to insure his vehicle that is already four years old. Must he insure 

it for the replacement value or the market value?                                     
 

Replacement value/Market value                                                                               
 
8. Mr A says he has heard of average. Is it only applicable to short-term insurance? 

Yes/No          
 
 9. Do our insurance policies provide Indemnity/ Compensation for losses pertaining to 

vehicles, buildings, content of houses and electronic equipment? 
 



Copyright © Santam Ltd. 2010                                                        3                 Course code:  INPRI / Sum.Ass/Answersheet  Version 1 

 
10. Mr A makes the following statement about average and would like to know 

if it is correct. 
 

If the insured property at the time of damage is worth more than the amount 
for which it was insured, the insured becomes his/her own insurer for the 
difference and he thus carries a proportion of the damage.                                 

YES/NO 
 

Total marks 10 
 

Task 2                                                                                                         
    

 
Describe the following risks and confirm whether they are insurable: 

 
 

(a) The insured lost control of his vehicle and collided with a 
tree. Is this risk pure or speculative? Motivate your answer.  
________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

_______________________________________________________________________________(2) 

 

(b) Mr X invested all his savings in the stock market. For the first three months he was happy, 
since the market showed incredible growth.  

 
 
However, his dream of instant wealth was short-
lived. The stock market crashed in the fourth month. 
Mr X then lost 50% of his initial investment. Is this 
risk pure or speculative? Motivate your answer.  
 

______________________________________________

______________________________________________

_________________________________________________________________________________

_______________________________________________________________________________(2) 

                                                                                Total marks: 4  
 

 

 
 
 
 



Copyright © Santam Ltd. 2010                                                        4                 Course code:  INPRI / Sum.Ass/Answersheet  Version 1 

Task 3 

 
 
ABC ALUMINIUM 
 
 

Since we already manage the personal insurance of the owner of ABC Aluminium, he asks 
us to also manage the insurance of his factory (ABC Aluminium). ABC Aluminium 
manufactures aluminium roofs and awnings. 
 
  
 
 
 
 
 
 
 
 
 
 
 
 

The details of the risk that we have to insure are as follows: 
 
 
1. Building of standard construction and roof. 
 
2. Smaller types of machinery (welders, plate cutters) and equipment. 
 
3. One very big imported machine to the value of R10 million. 
 
4. Stock-in-trade. 
 
5. Office with electronic equipment inside it 
 
6. Money. 
 
7. One secretary, 10 factory workers and three people to install the manufactured roofs at 

their clients’ properties. 
 
8. One fork-lifter.     
 
9. One delivery vehicle. 
  
10. Private car of the agent. This person is not an 

employee of the insured and works for the insured on a 
commission-basis only. 

 
11.  Liability cover for all the employees. 
 
12.  Hand tools used by the workers when they do the installations 

 at clients’ premises. 
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Other background information: 
 
1. The client has successfully operated this business for the past ten years. 
 
2. There is a linked alarm system as well as burglar bars in front of all the windows that 

can be opened. 
 
3. In the past 10 years, the client has lodged only one claim for the delivery vehicle and 

four small burglary claims amounting in total to R3 500.   
 
4. Due to the premises being on low-lying ground, the factory is flooded at least once a 

year. 
 
Your manager asks you to visit the premises, to draw up a report and to make 
recommendations regarding the following aspects: 
 
 
1. Your manager does not want to insure the risk pertaining to the expensive imported 

machinery. 
______________________________________________________________________________

______________________________________________________________________________  

___________________________________________________________________________(1) 

 
2. The client also wants to insure the agent’s vehicle in terms of his policy.  Motivate your 

answer. 
 

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

__________________________________________________________________________  (2) 
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3. Provide the manager with two examples of any types of pure risk that 
are relevant to this. 

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

___________________________________________________________________________ (2) 

 

4. With regard to this risk, was there any mention of any type of peril that you would like to 
exclude? 

 

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

_________________________________________________________________________(1) 

 

5. Is there a possibility of any type of risk the client might carry himself? Motivate.    
SO4/AC3 

 
___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

________________________________________________________________________  (1) 

 

6. Following on the previous question, what would advantages would there be for the 
client if he were to carry some of the risks himself? Mention two.                       
 SO4/AC4   
___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

_________________________________________________________________________(2) 
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7. Our policies do not cover losses that clients experience due to inflation. 

To which type of risk are we referring?                                    SO2/AC4       

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

_______________________________ ________________________________________ (1) 

8. What would the suitable insurance classes be for the following insurable risks?                                                                                               
SO4/AC2 

 
(a) Transport of goods and items 

 
(b) Computers 

 
(c) Buildings                                                                               (3)                       

 
 
9. What should the sums insured be for the following items?         SO3/AC1 
 

(a) The building 
 

(b) The delivery vehicle 
 

(c) The employees’ hand tools                              (3) 
 
 
10. After negotiating with the client, you realise that his moral risk is not acceptable. In this 

instance, would the risk still be acceptable to you? Motivate.                                                                                                        
 
______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

____________________________________________________________________________(2) 

 
                                                                                                             Total marks: 18 
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Task 4 
 
 
You were appointed by the claims manager to settle the following claim: 
 
 
 
 
 
 
 
 
 
 
 
 
 

Background 
 
The insured’s residence is insured for R1 200 000. During a recent storm, the house’s roof 
was seriously damaged. The quotation for repairing it amounts to R48 500. 
 
This insured is very meticulous. Upon your arrival he wanted to know the following with 
regard to the payment of claims: 
 
1. His broker talked about compensation and indemnity, but he does not understand it. 

Explain the difference between these two concepts to him. 
______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

____________________________________________________________________________(2) 

 

2. According to the insured, his friends told him about average and he wants to know 
what it is. Explain to him in short the principle of average. 

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

____________________________________________________________________________(1) 

 
        

 



Copyright © Santam Ltd. 2010                                                        9                 Course code:  INPRI / Sum.Ass/Answersheet  Version 1 

 

3. When assessing the claim, you determine that the actual value 
of the insured’s residence is R1 850 000. What would the settlement 
amount for the claim be?   SO3/AC2    

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

_______________________________________________________________________(2)_____ 

 
                                                                                                               Total marks: 5 
 
 
 
       
 
         
 
 
 
 
 
 

 


