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Underwriting
Underwriting is establishing a certain value for accepted insurable risks. The insurance underwriters carry a valuation process upon which they end up coming up with an amount that will be acceptable and which the insurance companies will be willing to pay in case the insurer incurs loss when the insurance policy is in force and no principle has been breached (Boobier, 2016).
Understanding Risk Selection
[bookmark: _GoBack]The phrase “understanding risk selection” refers to one of the ways through which the insurers screen applicants for insurance covers. Once the insurers have gone through the forms filled by the applicants, they group those following underwriting principles (Boobier, 2016). Besides, they also set the amount that each of the insurance applicants should pay in form of a premium. 
Risk Classification
Preferred; preferred risk comprises people who indicate a low risk for the insurance company. Since they offer a lower risk, the insurance company ends up rewarding them with a lower premium rate. They are charged a lower rate since the prevalence of the risk is lower and even if it occurs, the insurer will be required to compensate them a lower amount than that which they would have paid in case of a standard risk (Cummins, Smith, Vance, & VanDerhei, 2013).
Approved standard; refers to an insurance risk which most of the insurers’ underwriters consider being common or normal. It qualifies to be priced at the prevailing standard premium rates in the market without attracting any special restrictions. 
Approved substandard; means that an applicant has been considered to be riskier to cover compared to an average person based on their health condition, habits, and age among other factors (Cummins & VanDerhei, et al., 2013). 
Declined; the individuals categorized under this group are considered to pose a risk that is too much for the insurer to cover. 
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