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Understand pricing 
factors within the 

context of the 
insurance underwriting 

process
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(ROCE)RISK PREMIUM

✓ Measures how efficiently a 

company is using its capital

✓ Financial Services Compensation 

Scheme (FSCS)

✓ Motor Insurers’ Bureau (MIB) 

✓ Mesothelioma Act 2014

✓ Another ‘earning stream’ for the business

✓ Fixed expenses

✓ Variable expenses : underwriting, 

commission, claims handling

'The expected ultimate cost in claims of the 

risk being accepted, including an allowance 

for the degree of uncertainty attaching to the 

claims cost.'

✓ Frequency

✓ Severity 

✓ Large claims

✓ Reinsurance cost

✓ Claims run-off

✓ IBNR (incurred but not reported claims) 

✓ Catastrophe claims

✓ Latent claims

✓ Claims inflation 

✓ Exposure

✓ Fraud 

✓ Legal Aid, Sentencing and Punishment of 

Offenders Act (LASPO) 2012

KEY FEATURES OF 
RISK PREMIUM

IF3 LEARNING OUTCOME 10 

5
QUESTIONS


	Slide 1

