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PERSONAL INSURANCE: LEARNING 
 

What is insurance? 
 

 

 

Example: motor insurance. 

 

What are the two parties involved in insurance? 
 

Insured Refers to the individuals or organisations that 
purchase insurance products in order to prevent 
losing money if a risk occurs. 
 

Insurer Refers to the insurance company that takes on 
the risk of insuring individuals and organisations 
in return for a premium (fee). 
 

 

 
What is the insurance premium? 

 

 

 

The insurance premium is calculated by the actuary. They evaluate the risk posed by the individual or 
organisation seeking insurance and decide on the amount of premium to charge. 

 

 

Insurance is the term used to describe the sharing of risk. It is something 

individuals purchase in order to protect themselves from losing money.  

 

The insurance premium is the fee paid by the insured to the insurance 

company for an insurance policy. 
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What factors can determine the insurance premium? 
 

1. Age of the insured. 
 
 

2. Any previous claims made by the insured. 
 

 
3. Penalty Points (motor insurance). 

 
 

4. Type of insurance cover (for example, third party motor insurance or comprehensive). 
 

What is the proposal form? 
 

 

 

 
What is compensation? 

 

 

 

Compensation is calculated by the assessor. They assess the damage and calculate the amount of 
compensation to be paid to the insured. 

 

What is the claims form? 
 

 
 
 
 
 
 

Compensation is the sum of money paid by the insurance company to the 

insured after making a claim. This is usually a monthly payment. 

 

In insurance, the proposal form refers to the application form that is filled 

out by the individual or organisation seeking insurance. This must be filled 

out truthfully as it is used to calculate the insurance premium. 

The claims form is a form filled out by the insured who has suffered a loss 

and is making a claim. 
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What are the two steps involved in making a claim? 

 

1. The insured who has suffered a loss informs the insurance company. The insured completes the 
claims form. 
 

2. The assessor calculates the compensation. 
 

 
 

What are the types of insurance? 
 

Property Insurance Covers Damage From… 

1. Buildings Insurance Covers damage from water, fire or theft to the 
building.  
 

2. House Contents Insurance Covers damage from water, fire or theft to the 
contents of the property. 
 Example: Furniture. 

3. All Risks Insurance Covers the loss of named items anywhere in 
Europe. 
 Example: Laptop. 

 

 

 

 

 

Motor Insurance Covers Damage From… 

1. Third Party Covers damage to others as a result of a loss 
that was not caused by the insured. Required by 

law. 

 
2. Third Party Fire and Theft Additional insurance to third party. Covers 

damage to the insured’s vehicle from fire or 

theft. 
 

3. Comprehensive Covers accidental damage caused by the insured 
or others.  
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What is the no-claims bonus? 
 

 

 

 

 

Personal Insurance Risk Covered 

1. Travel Insurance Covers any loss that occurs during travel. For 
example, a cancelled flight. 

 
2. Health Insurance Covers the cost of hospital procedures and GP 

treatment.  
 

3. Pay related social insurance 

 

 

PRSI: Covers an employees’ salary if they 
become sick, unemployed or go on maternity 

leave. 
4. Adult Personal Accident Insurance Covers the cost of treatment and salary if an 

employee is unable to work after an injury. 
 

 
 

 

 

 

 

Life Assurance Explanation 

1. Term                              Pays a lump sum only if death occurs during the 

term of the policy.  
 

2. Whole life Pays a lump sum when the insured dies. 

 
3. Endowment  Pays a lump sum when the insured dies or 

reaches a certain age. 

The no claims bonus is an annual discount on the insured’s car insurance 

premium as a result of having made no claims for a certain number of years. 

 

. 
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What are the principles of insurance? 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5
Principles of 

Insurance

Indemnity

Utmost 
Good Faith

ContributionSubrogation

Insurance 
Interest
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Indemnity The insured cannot make a profit from insurance.  
 

Insurable Interest  The insured must own whatever they are 
insuring. They must benefit from its existence 
and suffer from its loss. 
 

Utmost Good Faith The insured must be truthful when applying for 
insurance. 
 

Subrogation Passes the legal right of the insured to the insurer 
after the insured has received compensation.  
 
Example: The insured’s car is stolen, and they 
receive full compensation for the car. If the car is 
found two months later, the car is owned by the 
insurer unless the insured returns the 
compensation because the insured cannot keep 
both the car and the compensation as they are 
therefore making a profit from insurance. 
 

Contribution  The insurance company will half the cost of the 
compensation with more than one party. 
 

 

 

 

 

         
How do you calculate an insurance premium? 

 

1. Loadings: Factors that make the insured a greater risk to the insurance company. Loadings are added on to 
the basic premium. 

 
2. Deductions: Factors that make the insured a lower risk to the insurance company. Deductions are taken 

away from the basic premium. 
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What is the formula for calculating insurance premiums? 

 
!"#$% + '(")$*+# − -.)/%0$(*#  

 

 
 

Sample Insurance Premium Question 

Michael Ryan is aged 55 from Cork. He is a smoker and a heavy drinker.  He is an active individual who is 
a member of a cycling club. He also has low cholesterol. His basic premium is €1,000. His loadings are 
10% of the basic premium. His deductions are 20% of the basic plus loading. 

Answer 

   € 
Basic Premium   1,000 
Add Loadings Smoker 10% 100 
 Drinker 10% 100 
Total Loadings   200 
Basic plus Loading   1,200 
    
Less Deductions Active 20% 240 
 Low Cholesterol 20% 240 
Total Deductions   480 

Remember: Basic + Loading – Deductions 

€1,000 + 200 = 1,200 

€1,200 – 480 = 720 

Net Premium = €720 
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What is average clause? 
 

 

 

 

 

 

 
What is the formula for calculating average clause? 

  

 

 

 

 

 

1. Sum ensured for: The amount of money the insured person has chosen to insure the item for. 

 
 

2. True Value: The actual value of the item insured. 
 

 

3. Loss Suffered: The cost of the damage. 

Sample Compensation Question  

John Smith owns a €20,000 car insured for only €15,000. An accident causes €4,000 damage to the car. 
Calculate the compensation. 

Answer 

Sum ensured for: €15,000 

True Value:  €20,000 

Average clause states that if the insured individual insures an item for a 

percentage of its value, then they will only receive that percentage in 

compensation. 

 

!"#$%&#	()%*+# = !"#	%&'"()*	+,(
-(")	./0") 	-	./++  
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Loss Suffered: €4,000 

Average Clause = (Sum Insured For / True Value) X Loss 

€15,000 / €20,000 = €0.75 

€4,000 X €0.75 = €3,000 

Compensation: €3,000 
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PERSONAL INSURANCE: REVISING 
Try to answer the below questions and then check to see if you answered them correctly. 

 

Personal Insurance 

 

Define the term insurance. 

Insurance is the term used to describe the sharing of risk. It 
is something individuals purchase in order to protect 
themselves from losing money. For example, motor 

insurance. 

 

Who is the insured? 

Insured: Refers to the individuals or organisations that 
purchase insurance products in order to prevent losing 
money if a risk occurs.  

 

Who is the insurer? 

Insurer: Refers to the insurance company that takes on the 
risk of insuring individuals and organisations in return for a 
premium (fee). 

 
The application form for insurance is called... The proposal form. 

What is compensation? 

Compensation is the sum of money paid by the insurance 
company to the insured after making a claim. This is 
usually a monthly payment. 

 

What is the claims form? 

The claims form is a form filled out by the insured who has 
suffered a loss and is making a claim. 

What is an insurance premium? 

The insurance premium is the fee paid by the insured to 
the insurance company for an insurance policy. 

 
Name the individual who calculates the premium. Actuary 
Name the individual who calculates the 
compensation. Assessor 

List and explain the 5 principles of insurance. 

 
1.  Indemnity: The insured cannot make a profit from 

insurance.  
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2.  Insurable Interest: The insured must own whatever 

they are insuring. They must benefit from its existence 
and suffer from its loss. 

 
3.  Utmost Good Faith: The insured must be truthful 

when applying for insurance. 
 

 
4.  Subrogation: Passes the legal right of the insured to 

the insurer after the insured has received 
compensation.  
 
For example, if the insured’s car is stolen and they 
receive full compensation for the car. If the car is 
found two months later, the car is owned by the 
insurer unless the insured returns the compensation 
because the insured cannot keep both the car and the 
compensation as they are therefore making a profit 
from insurance. 

 
5. Contribution: The insurance company will half the cost 

of the compensation with more than one party. 
 
 
 
 

 

What is the formula for calculating insurance 
premiums? 

Basic + Loadings - Deductions 

What is the formula for calculating average clause? 

Sum insured for / True value X Loss 

Explain average clause.  

Average clause states that if the insured individual insures 
an item for a percentage of its value, then they will only 
receive that percentage in compensation. 

 

What is meant by the term loadings in  insurance? 

Loadings: Factors that make the insured a greater risk to 
the insurance company. Loadings are added on to the 
basic premium. 

 

What is meant by the term deductions in 
insurance? 

Deductions: Factors that make the insured a lower risk to 
the insurance company. Deductions are taken away from 
the basic premium. 
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What is a no claims bonus? 

The no claims bonus is an annual discount on the insured’s 
car insurance premium as a result of having made no 
claims for a certain number of years 

 

Name two types of insurance required by law 
1. PRSI (Pay related social insurance) 
2. Third Party Motor Insurance 

Explain the three main types of motor insurance. 

1. Third Party Motor Insurance: Covers damage to others 
as a result of a loss that was not caused by the insured. 
Required by law. 

2. Third Party Fire and Theft: Additional insurance to 
third party. Covers damage to the insured’s vehicle 
from fire and theft. 

3. Comprehensive: Covers accidental damage caused by 
the insured or others. 

What are the three main types of property 
insurance? Explain. 

1. Buildings Insurance: Covers damage from water, fire 
or theft to the contents of the property. E.g. furniture. 

2. House Contents Insurance: Covers damage from 
water, fire or theft to the contents of the property.  

3. All Risks Insurance: Covers loss of named items 
anywhere in Europe. E.g. Laptop. 

What are the three main types of life assurance? 
Explain 

1. Term: Pays a lump sum only if death occurs during the 
term of the policy. 

2. Whole Life: Pays a lump sum when the insured dies. 
3. Endowment: Pays a lump sum when the insured dies 

or reaches a certain age. 

What does travel insurance cover? 

Covers any loss that occurs during travel. For example, a 
cancelled flight. 

What does health insurance cover? 

Covers the cost of hospital procedures and GP treatment. 

What does PRSI cover? 

Covers employees’ salary if they become sick, unemployed 
or go on maternity leave. 

What does Adult Personal Accident Insurance 
cover? 

Covers the cost of treatment and salary if an employee is 
unable to work after an injury. 


