Gross Prem. consists of:

1-Net prem (pure single prem) to cover the
cost of the risk 1.e. the benelits.

2-Loading which consists of:

1/2-Commission (a % of the prems & will be
paid during the prems payment’s period or
as specified if less).

2/2-Administrative expenses (fixed amount &
will be incurred during the policy’s period,
not the prems period).




paid at time of death or when the policy is
matured).

4/2-Premium tax (a % of the prems & will be

paid during the prems payment’s period or
as specified if less).

5/2-Profit we will assume that it i1s included in
the expenses).

6/2-Contingency loading we will assume that
/It Is Included in the expenses.

T2



+ PV of Loading.




expenses will be needed for a $100,000
whole life ins policy issued at age 35.

a-Agent commission, 55% of the first prem,

10% of the second prem, 5% of the third
through the tenth prem, followed by a
“service fee” of 2% on all prems collected
thereafter.

b-Prem taxes 3% of each gross prem.

c-Administrative expenses $150 in the first yr
vk $80 In each subsequent yr. T4




$250.

Compute the gross annual prem (rate of
Interest 6%).
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Ex 2 A life ins Co estimates that the following
expenses will be needed for a $100,000
thirty year term ins policy issued at age 35:

a-Agent commission, 55% of the first

premium, 10% of the second prem, 5% of
the third through the tenth prem, followed
by a “service fee” of 2% on all prems
collected thereafter.

b-Prem. taxes 3% of each gross prem.

c-Administrative expenses $150 in the first yr
vk $80 In each subsequent yr. T10




d-Cost of settlement at time of death claim
$250. Compute the gross annual prem.

Solution:
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