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Skills Needed by the Supervisor
(Sufficient expertise, § 18)

Knowledge of products ( §§ 3-7)

Knowledge of reinsurance strategy and management
procedures ( §§ 8-17)

- Knowledge of risk management

- Knowledge of corporate governance




Education Programs

 Forms of reinsurance
— treaty/fac, prop/non-prop

* Characteristics. How, where and why to use
— q/s, surplus, fac/obl, fac, x/1, stop loss

* Evaluation of single risks
_ PML, MFL, EML

 Evaluation and cover of cat losses

— accumulation, conflagration, several classes of business, EML-failure,
reinstatements, aggregate deductible

* Correlation between prop and non-prop
— constuction of a reinsurance program
* Administration of reinsurance

— renewals, accounting, wordings/clauses




Supervisory regime for insurance business
(reinsurance cover and security)

* Before granting a license (§19)

— do the reinsurance cover MFL?

* Regularly evaluation and reporting ( §§ 20-22 )
— annually?

— amounts outstanding from reinsurers

* On-site inspections ( § 23)
— prudence of the risk profile

— evaluation of risk concentrations ( aggregate exposures )
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" The Danish system for monitoring of
reinsurance - REMOS

REMOS is designed to include information
both on coverage and on security.
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The Application of REMOS

The reinsurance cover of the insurance companies
Risk profile

Security

Benchmarking

Info on reinsurets

Info on brokers
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Proportional contracts
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Cover

Non-proportional contracts

Contract type (Surplus or ¢ Contract type (Excess of

Quota share)
EML/Sum insured
Retention

Covered risk

loss or Stop loss)
* Limit
* Excess point
* Covered risk
* Aggregates (the limit)
* Reinstatements (the
number of)

e Rate on line

1
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Financial Details on Reinsurers

* Company in S & P Classic - automatic data retrieval

* Company NOT in S & P Classic - manual data entry
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Ratings

Internal (Finanstilsynet): Key ratios
0,1,5-100 scale

External : S&P /A.M. Best /other
0, 1,5-100 scale
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Internal Rating (Finanstilsynet)

* Elements in the security calculation

— Combined ratio w: 0.50
— Return on investment w: 0.25
— Return on equity w: 0.25
— Risk base ratio w: 1.00

(technical reserves + own funds / net premium earned)
— Equity ratio w: 1.00
— Loading factor
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Other Reports

Market Ransurer Cedat Broker
X
X

1. Reinsurersranked by liability

2. Reinsurers ranked by FT- rating

3. Cedents ranked by ceded risk

4. Brokers ranked by placed risk

5. Sratification on risk class

6. Sratification on reinsurer domicile

7. Sraification on contract class

8. Sratification on reinsurer rating class
9. Contract shares

10.Cedent exposure
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Early Warning

* Benchmarking

* Reinsurer(s) with problems

— Ranking

— Finanstilsynet can identify the cedants
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Management and REMOS

* Reinsurance policy
— cover

— security

e Benchmarks

19
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The Auditors and REMOS

* The Auditors shall in their report declare that

— the reinsurance cover i1s 1n accordance with the decision
of the board of directors

— the security 1s satisfactory

— the procedures for reinsurance settling are satisfactory
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Q&A

mh(@ftnet.dk
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