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Abstract: Risks management means identifying them, assessing, quantifying and
strategy to counter them, and finding solutions to some levers to diminish or even
eliminate the possibility of developing or their consequences. Hung everywhere, risk
is associated with uncertain situations and opportunities. The consequences of risk
can result in adverse or positive effects related to the activity of the insurance
undertaking or of the reinsurance undertaking. The risk has a pronounced randomly
character, and its presence in the field of insurance undertakings and reinsurance.
This can be explained by the fact that the risks are taken by these companies and
have direct effects on their financial results during the period of validity of the
contractual relations. The results of risk effects have an impact on the results of
activity of insurance companies. The financial impact of a negative event, exceed
the sum of the individual loss, leading in some cases to bankruptcy. The financial
impact is due to the positive opportunities, which have not made an appearance,
and the first event to transform into income. An important role is the responsibility
of the information system, providing solutions based on scenarios, by electronic 
data processing, consider all types of consequences of a hazard and allow
insurance companies and reinsurance, on the other hand, to calculate all the
possible consequences of a given event and the ultimate financial impact on them,
and finally, to make decisions to base decisions for various insurance products and
reinsurance.  People insurance records for each situation. In practice the scenario
method is only used to make specific estimates for different scenarios depending
on the circumstances, which has a certain probability of realization, for the
favorable; for the neutral and negative and gives solutions for each individual, taking
into account certain criteria. For example, we will present a life insurance in several
poses.
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1. INTRODUCTION
Insurance and reinsurance companies are operating in all mandatory and optional
insurance and pursue profit and loss relief.
The aim of the insurance and reinsurance companies, is par excellence, human and
physical risk taking in exchange for receipt of premiums from policyholders and
respectively to reassure and when the event occurs unwanted material or human,
the insurance company, proceed according to the contract, to pay damages the
insured amounts.
The risk is hanging everywhere and is associated not only uncertain situations and
opportunities.
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The consequences of risk may materialize, either negative or positive effects related
activities of the insurance company or reinsurance company.
As a result, the risk is highly random, but a greater proportion made its presence in
the insurance and reinsurance companies, because the risks are taken by these
companies through insurance contracts and reinsurance contracts when they arise,
have direct effects on their financial results only within the validity period of the
contractual relationship with the insured, individuals and corporates.
The results of risk effects, positive or negative, impact on the output of insurance
and reinsurance companies.
The negative financial impact of an event can exceed the amount of individual
losses, leading in some cases to the bankruptcy of insurance and reinsurance
companies.
The positive financial impact of an event is due to favorable opportunities, situations
where during the validity of the insurance or reinsurance undertaking has not made
an appearance event.
Into the activities of insurance and reinsurance companies, "an important role is 
played by the information system, which is based on electronic data processing
takes into account, on the one hand, all the consequences of a hazard and allow
insurance companies and companies reinsurance, on the other hand, to calculate
all the possible consequences of a given event and the final financial impact on the
insurance or reinsurance companies, make decisions, and to base decisions for 
various insurance and reinsurance products. "Companies need to have relevant
information at the appropriate time. Information becomes available thanks to
technology arising from Web.

2. EXPOSURES TO THE RISK
For insurance and reinsurance companies is not enough just to identify risks.
A group is important and prioritize risks according to their influence on the insurance
and reinsurance companies.
This risk group according to their importance enable insurance and reinsurance
companies:

 to make a forecast risks in insurance and reinsurance companies,
 to identify solutions to quantify the impact of risk on them,
 to apply solutions to measure the risk
 to apply the measureemnt risk solutions to the identified risks
 to find solutions that may reduce the risk of the impact
 to find internal solutions that could reduce the risk of uncertainty on

insurance and reinsurance companies
 identification and determination of the direct costs of damage, occured from 

the phenomen

 identification and determination of indirect costs of damage, as an
occurrence of the undesirable phenomen

 to provide financial resources for monitoring and forecasting risk financing
 to provide financial resources for control and risk financing.

In practice, risk estimation accuracy depends on:
 the amount of information available to the risk manager
 the quality of information available to the risk manager 
 the methods;
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 the statistical techniques that can be used
 the ability risk manager 
 the subjectivity manager
 the risk control programs
 the risk retention programs
 taking into account all the possible consequences in case of a given event;
 the final impact on the occurrence of a given event the insurance company
 the risk control techniques
 the risk financing techniques.

The risk estimation is based on the design of methods for measuring the importance
of risk for insurance companies and their application for the identified risks.
Literature presents two main risk categories: pure risks and speculative risks.
The pure risks are defined as risks that implies a probability of loss unaccompanied
by any chance of winning.
The speculative risks are defined as risks that can result from either a loss or a gain.
The financial impact of the negative consequences of risk, leading to strong adverse
effects on financial planning insurance company, sometimes difficult to absorb and
may in some cases lead to bankruptcy.
The exposure characteristics are: the risk freqwency is called also the probability of
the event in a time and known risk severity consequences.
Exposure characteristics can be measured, knowing facts and information about
these risks.
Literature and empirical research make some clarifications in this sense that:

 in the case of pure risk: loss frequency or number of losses in a given period
and the size of losses.

 In speculative risks: the frequency of positive and negative outputs and the
size of these outputs.

If the risk manager has a huge number of information, we use risk assessment
techniques based on the calculus of probability and statistics. To estimate the
severity of the exposure, in practice and in the literature are used two concepts:

 maximum possible damage
 probable maximum damage.

Maximum possible damage is the maximum total amount of damage that can occur 
in a particular place on a particular good and can be estimated even in the absence
of adverse event, as a result, is used as limit value.
Maximum damage is the value of the damage they consider the risk manager and
will not exceed the maximum possible damage.
In the event that there is insufficient information and data for statistical techniques 
may be used in less rigorous methods based on the use of a probability scale
expression.
By Elaine M. Hall's theory, the probability scale is as follows:

 Very unlikely, in the situation where the probability of the event is below 10%,
is less likely, that the event does not occur over the life of the subject of
insurance;

 Unlikely, is when the probability of the event is between 10% and 40%, is
barely possible that the event does not occur over the life of the subject of
insurance,

 Is probably where the probability of occurrence is between 40% and 80%; it
is possible that the event occur over the life of the subject of insurance;
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 Most likely is the situation where the probability of the event of 80%, it is 
likely that the event will occur over the life of the subject of insurance.

In practice for risk diagnosis is used:
 The risk matrix
 The risk map.

The risk matrix shows four risk categories as follows:
 Class I represents risks with low frequency and low severity
 Class II are risks with low frequency and high severity,
 Class III are risks with high frequency, low severity
 Class IV represents risks high frequency, high severity category respectively 

risks with low frequency and low severity, the use tehnicilr risk retention.
For class II, respectively risks with low frequency and high severity should be
provided.
For class III, respectively risks with high frequency, low severity are recommended
control techniques, to be combined with restraint.
For class IV, respectively risks with high frequency, high severity are recommended
control techniques, to be combined with restraint.
Risk Map is a tool for diagnosis and risk analysis in business insurance and
reinsurance companies.
The achievement of such maps requires:

 To identify risks relating to insurance companies:
 The best estimation of the probability of each event
 The best estimation of losses resulted from each event
 The best estimation of the probability of the events with high probability of

occurrence but with little impact on the insurance company
 The combined use of techniques of control and risk financing;
 The control techniques to prevent risks;
 The creation and retention of techniques risk
 The calculation taking into account all the possible consequences if the

event
 The calculation taking into account the final impact on the insurance

companies for the event.
"The identification and the risk assessment should be made on several levels. First
on the overall level of their insurance company and then at all levels of organizational
structures. "
" The reinsurance acts only by means of ensuring that allows reducing the share of
risks exceeding the possibility of inclusion of insurers, reducing liability insurance
business." Because: "reinsurance is a complement to the business of insurance and
the receipt path failure risk."

3. THE SCENARIO METHOD
Over time, large volume of personal insurance operations, and data processing and
information required computerization of their individual so to be managed separately
and the funds and the final results to be highlighted separately from other categories 
and types of insurance. The security of a person records the status of each insured.
Based on these records is known amount of earned premiums to a point, any 
amounts redeemed, reduced insurance company loans, etc..
In practice, the scenario method is only used to make point estimates. for different
scenarios depending on the situation, which has a certain probability of realization,
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the state of positive, neutral and to the unfavorable and gives solutions for each
individual subject to certain criteria.
These criteria will follow:

 The market size
 The turnover size;
 The unit selling price;
 The turnover;
 The variable operating costs
 The operating variable costs for exploitation;
 The size of the fixed costs of financial
 The brut profit
 The taxes;
 The net profit.

For example, we will present a life insurance for the same person in three phases.
Option 1. Life insurance for 20 years with capitalization.
Estimated solution for Valentin Popescu:

 Date of birth 20.05.1980
 Married with two children,
 Engineer
 Medical history - no 
 Risk of occupational disease - no,

Life insurance capitalization benefits:
 guaranteed technical interest of 3.5% per year for the duration of the

contract,
 At the end of the profit is shared with customers at the rate of 85%
 Since the third year, the police can be buy
 in case of illness and hospitalization each, day of hospitalization, from the

third day, it compensates £ 150 per day.
 If surgical intervention he is payed, as it is also the convalescence, from the

third day after the surgical intervation.
Option 2: Life insurance for 20 years with capitalization and no protection. Estimative
solution for Valentin Popescu:

 Date of birth 20.05.1980;
 Married with two children;
 Engineer;
 Medical history – not;
 Risk of occupational disease – no.

Annual prima 1200 lei, 100 lei premium per month.
Does the sum assured in case of natural death of 24,000 lei. In case of accidental
death £ 48,000. In case of total disability due to accident 72,000.
Variant III. Life Insurance for 20 years with protective caps. Estimated solution for
Valentin Popescu:

 Date of birth 20.05.1980;
 Married with two children;
 Engineer 4. medical history – not;
 Risk of occupational disease - no,

First Annual: 1.200 lei, 100 lei monthly premium\.
At the end of the insurance contract, if the insured does not receive guaranteed
interest and special reserve. The first month is 100 lei per month, the annual
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premium is £ 1,200, of which £ 800 goes on capitalization per year and £ 400 for 
protection. Protection money if not used by the insured in a year are lost. Protection
in case of illness and surgery £ 4,800 per year, and the sum insured is £ 19,200.
Therefore, using the scenarios method, the insurance company representative shall
simulation provided several potential solutions and estimating the probability of risk,
life insurance benefits estimated for each scenario and its impact on insurance and
reinsurance company.

4. CONCLUSIONS
The simulation, as well as risk analysis technique is used to study the behavior of
random variables and variables depending on the performance will be decided by 
the acceptance or rejection.
This technique involves the automatic generation risk analysis, computer, a large
number of values of input variables of the system, after previously held:

 Identifying input variables
 Identify random variables
 Identify output variables,

Based on the electronic prelucration, it can be achieved:
 The analysis of simulation results,
 The interpretation of simulation results
 The decision to accept or reject the decision.

Using electronic engineering, risk analysis includes:
 identifying sources of risk;
 Reducing uncertainty
 subject to a decision maker risk that would endanger the viability of the

company
 decision to accept or reject the conclusion of insurance;
 construction of future scenarios, plans and projections
 estimating the probability of each scenario
 identify risks relating to insurance companies;
 best estimate of the probability of each event;
 accurately estimate the likelihood of various consequences;
 assessment of the possible consequences of the decision;
 decision helps the decision maker to compare alternatives in terms of the

degree of risk and choose the most attractive of them;
 decide whether the risk is acceptable or not.

"If the insurance people know some data about each family regarding the profession
(job), work, number of those who have incomes, their age etc, is very helpful in
dealing with the activity of the end insurance because according to these elements 
can indicate the insurance product that best suits the particular situation of each
person in that family”.
The information system by processing data and information through specialized
simulation software, makes it possible to multiple solutions to the same problem for
finding the final optimal solution.
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