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We know that,

Present value of total claim
.Net Single Premium CNJSP) = .

63013000
:+

61.350

.10=Tk. 1027,

Ans. Net Single Premium : Tk. 1027.10.

Calculation of NSP in Term Policy by "Pr bability Method':

From the following inforrnation calculate the Net single premium (NSP):

l. The period of term insurance is 5 years- t

2. Rate of return on investme ntis30/92,'/
(

Year

(t)

Age

(2)

No. of
insured
person

(3)
r.-------a

No. of
Death,,

(4)

Amount of
claim per

death

(s)

Present

valde of
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clairn (7 =
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2

J

4

5

3l

32

33

34

35.

\ 61,350 \\..--t
60,000

58,000

55,030

51,580

3;450

4,200

lJ50

2000

2,970

5,000

5,000

5,000

' 5,000

5,000

0.971

0.943

0.915

0.888

0.863

95?54,250

94,30,000

1,35,87,750

1,53,18,000

1,91,23,000

Total = 6,30,13,000
--'-'4
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3. The person is proposing at the age oP-and th" tosliU tutg1pl-U$from the'above

age are 2.10,2.25,2.42,2.63 and 2.85.respectively. n n _fi
ylet""ret"--

4. The amount of per policy is Tk. 20,ffi a /,/
lS"l,,tl"*l

The Formula for calculation of present value of Tk' I

S
D:-' (l+i)n

When,

P = Present value 
'

S = Sum for which present value is to be calculated in this case Tk. I

i = Rate of interest; in this case 3Yo

.n = Number of years.

Present value of Tk. I :

r"yearP=#=frI =k=.rT

zn'dyearP=s=1fu =k=.s4y
--i S --1- =k:g63'o year P = 6 = IIJJT = ll-gt: .

4tf year p = # =*b = rk = .*r,

5'hyearP=&:Gfu =#=.86?
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Table for the calculation

lnsurance and risk management

ofNetSinglePr.emium(NSP)for5yearstermpolicy

^ q{s

Calculation of NSP in ordinary Eolo*t9frt Bq!d'- n!'y
Under this policy payment of claim amount is made at the survi'{(of the term or at the

death of the life assured whichever ir ."rri.. p.lT-I,:this case is certain' since

rhe dcnrh and survival, the net premlum is calculated on death ar'rd

survival rate'

Thenetsinglepremiumonthebasisofdeattrhasbeendiscussedincaseofterm
insurance and on tt',e'busis of survival in case'of pure €ndowment assurance' For example'

wehavetocompleten.t.ingt,premiumofordinaryendowmentpolicyof5years'we
can easily base our calculation on !g'th and survival ralqs

Calculatethei)NetsinglePremiumand2)Net^annualpremiumfor{iveyears
endowment policy "i"d' 

5"'09/- frorn th" folt:itn*t"tot*l

payment is based on the t{ unO suyygt'

No.'of living Person

30,550

26,354

No. of death
Age

4,196

3,285
35

36

Pv of death
/n-

clalm ( / -
5x6)

Present

value of
rk.1@
3% (6)

Amount of
claim per

death

(4):?;
40.782

42.435

76.860

1 1 1.888

146.710

0.971

0.943

0,915

0.888

0.863

42

45

84

126

170

20,000

20,000

20,000

20,000

20,000

.0021

.0a225

.0042

.0063

.0085
Ttotal = 418.675
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tSg$ryff/iion of NSP in Pure Endowment Policy:
W* p;i.y. inru.., promises to pay the insured value in case the holder surviygq jl

certain {ixed period. Thus the holder o f 5 yyns pure eniiowment will #;"id;nlt*h*
he survives at the end of 5 years. ,.f#€\P
The insured, cannot get possessidn of the money invested in a pure endowment before the

expiration of the endowment period. If the insured dies during this period, the entire

premium paid is forfeitedl

Net/rdfi ual Premium (NAP)
g/ 

"nnuul 
premium (NAP) in case of general endowment policy: Insurance claim

Ian arise in two ways for this type of N$P, due to the death of the policyholder or due to

the expiry of the contract.

Here we must calculate the total present value of the insurance claim poth the claims of
rhe living policyholder and claimsi of the death policyholder. \

After calculating the total present value of the claim, if lVe divide it by the present value

of premium recei,vable @ T5 .l we will find the ne;t annualpremium (NA}.
Formula of NAP: 

NAp
Total PV of Claim (death + living)

Total PV of Premium collected @Tk 1 Per policy holder *
liAP in case of Pure Endowment Policy: Insurance claim can arise in one way for this

rlpe of NAP, the policy"holder receives the benefit if he or she survives up to thd

expiration of the contract. Here we need to calculate the total present value of the

insurance clairn of the liv.ing policyholder. After calculating the total present value of the

claim, if we divide it by the present value of premium receivable @Tk.l, we will find

dri net annual premium (NAP).
Total PV of living peson

-\-AP =
Total PV of Premium collected @Tk 1 Per policy hoHer

iE*rpl.A
:From the following information calculate the terminal reserve at the end of 3'd yearl

l. Rate of interest @ 5% per annum.

:., Net annual premium of a 20 years ordi.nary endowment policy of Tk. 2000 issued at

the"age of 40 years is Tk. 10.00

3. 1,000 policies have been issued.


