Let me refer to the basic premium equation
Jbeing.
Premium =(Pxc) +
Where P=Probability of a loss occuring
c=Average size of loss which oceurs

E=Loading for expenses and profit.

The first term of the equation (pxc) gives
the loss expectancy or pure premium. The pro-
bability of loss “p” is estimated by observing
the number of times the event occurs during a
given time period and dividing this figure by
the number of units exposed to loss. As you
would become aware, KFPA, ‘jointly established
by 10 Local Underwriters by virtue cf KFPA
Law, gives its utmest effert to reduce the pro-
bability of lcss (pJand to minimize the average
size of loss (¢). at cne portion of the expenses
loaded in the premium (ED, by efficiently effe-
-cting inspections on the units expcsed to loss,
by improvirg the standards of the inspectiors,

and by educating and enlightering the public,
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CONCLUSION

It has been generally realized that the evalu-
ation of fire hazards of insurance objects shoul-
d not rely on statistical methods only, and the
underwriting survey is desirable to be made by
the engineers. Consequently, it is recommended
that the insurers adopt an active risk managem-
ent or loss prevention method by means of
engineering and education, including fire safety

inspection and research activites.

It was learned that in Switzerland, the so-ca-
lled Greterer Method for systematic determina-
tion and evzluation of factors in figures for
better risk management has been applied for
several years, and the result was found to be
very successful. (The 4th International Fire
Seminar held in Zurich in 1973).

Unless the insurers are interested in modern
Insurarce engineering and education to the pu-
blic for the active risk management, the future
of insurance buisness, I dare to say, seems very

dim. Thank you.
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