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The 2025 CAS Study Kit is the same as the 2024 CAS Study Kit.

Solution 14.16: The balance equations are:

rg-rH=(G-H)/(cET)=(160% - 50%) /{(1.175)(63%)(1.061)} = 1.40.
Xy-Xg=(€+E-H/M)/(cE)=(0.135+0.63 - 0.50/1.061) / {(1.175)(63%)} = 0.3968.
Trying values:

$(0.6) - $(2.0) = 0.5205 - 0.1236 = 0.3969. OK.

y(0.6) =0.5205 - 1 + 0.6 = 0.1205.

Net Converted Insurance Charge: (1.175)(63.0%)(0.1236 - 0.1205)(1.4 million) = $3213.
Basic Premium = Expense in the basic premium + Net Converted Insurance Charge.
Basic Premium is: 3213 + (13.5%)(1.4 million) - (0.175)(63.0%)(1.4 million) = $37,863.
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