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i 8 #18
The balanced scorecard approach to measuring organisation performance has four perspectives. What are the four perspectives
recommended by this approach?

A. Planning; organising; leading; controlling.

B. Financial; internal business processes; learning & growth; customer.
C. Regulatory; solvency; liquidity; profitability.

D. Shareholder; policyholder; employee; supplier.
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The Balanced Scorecard, a seminal strategic performance management framework, supplements traditional financial metrics with
three additional non-financial perspectives to provide a holistic view of corporate health. The four canonical perspectives, as
confirmed by the source, are: Financial (e.g,, return on equity); Custorer (e.g., policyholder satisfaction, market share); Internal
Business Processes (e.g., clains cycle time, IT uptime, activity-based costing efficiency); and Learning & Growth (e.g., staff training,
IT's proactive contribution to strategy). This framework is a key component of the Management Accounting and Budgeting topic, as
it translates strategic vision into a coherent set of performance measures that cross- reference each other. The other options list
tactical functions like the management cycle (planning, organizing, leading, controlling) or stakeholder groups, but not the balanced
measurement perspectives that drive long-term value, inking the innovation in internal systens to financial outcomes. This ensures a
stakeholder perspective is measured and not just stated.
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il RE #19
‘What scope of risks within risk management is likely to be affected by the London office's financial issues and the need to sell off the
New York office?

A. Group

B. Strategic

C. Market

D. Operational

BER: A
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A problem affecting the financial stability of one office (London) that necessitates the sale of another office (New York) clearly
elevates the risk scope to the "Group" level. Group risk encompasses dangers that can have a material impact on the consolidated
financial position of an entire corporate group, often arising from interconnected entities, contagion, or significant concentration of
exposures. The need to sell a major subsidiary to shore up finances is a classic group-level event managed under enterprise risk
management frameworks. Strategic risk relates to high-level business direction, operational risk to internal processes, systems, and
people (which may be the initial cause), and market risk to external factors like interest rates or currency. However, the cross-
border recourse and potential capital call triggered by the "London office's financial issues" transcend a single risk category to
represent a group-wide solvency threat. This aligns with the Capital Management and Solvency main topic, where group supervision
and the assessment of double- leveraging and intra-group transactions are critical to understanding the true financial strength of an
insurance conglomerate.

R RE #20

The term 'unearmed premium’ in UK's accounts will be shown as

A. a liability.

B. a note to the accounts only.
C. anasset.

D. shareholder equity.
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The unearned premium reserve (UPR) represents the portion of premiunms written that relates to the unexpired period of risk on
policies in force at the balance sheet date. Because the msurer still has an obligation to provide cover for this future period, the UPR
is shown as a significant liability on the balance sheet. It is a technical provision, an amount owed by the insurer to its policyholders in
the form of future protection. As the source confirns, it is "a liability." This contrasts with the double-entry principle for recording
income, where the earning of the premium shifts it from an unearned liability to an earned revenue on the income statement.

The UPR is a critical component of the balance sheet's net financial position and sits alongside the claims reserve in the technical
provisions. Correctly calculating the UPR is essential for an accurate income statement and for the actuary's work on technical
pricing and reserving, directly linking the Financial Accounting Principles topic to the integrity of the insurer's solvency margin
calculation.

P& #21
What would NOT typically be regarded as a part or component of all businesses?

A. Human resources.

B. Intellectual resources.
C. Physical resources.
D. Financial resources.
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While all businesses possess human, financial, and physical resources as fundamental inputs, Intellectual resources are not a typical
and separable component of all businesses in the same intrinsic way. A small, traditional one-person business without a brand,
patents, or proprietary systens may have negligible identifiable intellectual resources separate from its human capital. The source



marks this as the element NOT typically a component of all businesses. This contrasts with large insurers where intellectual property,
such as a proprietary calculation kernel for an internal solvency model, a sophisticated codified management system, or a uniquely
powerful brand as an outcome of a stakeholder perspective, represents a distinct, valuable, and manageable asset. This conceptual
understanding relates to the broader themes in The Insurance Company Environment, where an insurer's value lies increasingly in
intangible assets, such as the quality of its enterprise risk management as a rating modifier, data accrued for technical pricing, and the
strategic knowledge that lets its IT department make a proactive contribution to the business strategy.

P RE #22
‘Which management style would it be best to adopt during a period of radical change?

e A Paternalistic.
e B. Autocratic.

e C. Democratic.
e D. Laissez-faire.
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