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Setting the Table
Basics & Vocabulary
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Types of 
Reinsurance

Coinsurance

YRT

ModCo

Division of 
Risk 

Excess of 
Retention 

Excess Pool

First Dollar 
Quota Share

Manner of 
Cession

Automatic

Facultative

Both

The Basics
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Inforce v. New Business 

Issue Age v. Attained Age

Inforce Management

Key Vocabulary and Concepts



A Guided Tour
Key Provisions in a Life Treaty
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�What does the Agreement cover?Scope of Agreement

�How can the cedent transfer risk to the reinsurer?Mechanism for Ceding Risks

�What standards did the cedent agree to follow?Underwriting

�How are premiums calculated, and when can they be 
changed? 

Premium Accounting & Premium 
Guarantees

�How much risk is the cedent retaining for itself, and when can it 
take risk back from the reinsurer?

Retention Limits & Recapture

�When does the reinsurer have a duty to pay claims?Liability / Claims Administration

�What happens when a reinsured risk changes?Policy Changes / Lapse / Conversion

�Protections against counterparty risk?Transfer / Continuity of Business

�What does the Treaty say about the duty of utmost good faith?
Good Faith / Hounourable 

Engagement

Life Reinsurance Treaties � Key Provisions



Life Reinsurance Treaties � Scope of Coverage

� What type of risk does this 
Agreement cover?

� How can the cedent bind 
the reinsurer on risks?

� What does the 
Agreement not cover?

Questions to Ask

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
662 (Sample Life Treaty)



Life Reinsurance Treaties � Automatic Reinsurance

�Policy must be �covered 
under this Agreement�

�Cedent Retains amount 
stipulated in Exhibit D

�Reinsurer accepts risk up 
to Automatic Acceptance 
Limits specified in Exhibit E

Conditions for 
Automatic Coverage

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
663 (Sample Life Treaty)



Life Reinsurance Treaties � Automatic Reinsurance (Exhibit A)

��All Product� v. Specified 
Products

�Riders and other non-
mortality benefits

�Jurisdictional Limitations?

Defining the Covered 
Business

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
687 (Sample Life Treaty)



Life Reinsurance Treaties � Automatic Reinsurance (Exhibit D)

�Quota share v. Excess

�Maximum retention limits

�Specialized sub-limits?

Defining the Retention

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
695 (Sample Life Treaty)



Life Reinsurance Treaties � Facultative Reinsurance

� Reinsurance would exceed Automatic 
Acceptance limits

� Cedent intends to retain less than its 
automatic retention

� The new policy (plus any prior 
coverages) would exceed the Jumbo 
Limit

� The cedent previously submitted a 
facultative application on the 
individual for another policy

� The cedent chooses to submit the 
policy for facultative consideration

Conditions for Facultative 
Consideration

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
663 (Sample Life Treaty)



Life Reinsurance Treaties � Premium Accounting

How Are Premiums Calculated?

� See �Exhibit C-1�

How Are Premiums Paid?

� See �Exhibit F�

What Happens if the Cedent Doesn�t 
Pay?

� Reinsurer can charge interest

� Reinsurer can terminate 

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
665-66 (Sample Life Treaty)



Life Reinsurance Treaties � Premium Accounting (Exhibit C-1)

� Rates are set out in sub-parts of 
Ex. C-1

� Premiums are product of rates 
and the NAR, less the 
appropriate allowance.

� Allowances can vary by class 
and duration.

Premium Calculation

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at p. 
692 (Sample Life Treaty)



Life Reinsurance Treaties � Premium Rate Guarantees

� One year only

� �Reserves the right�

� Option to recapture in lieu of 
paying rate increase.

Premium Guarantee

� Reinsurer won�t hold reserves 
required to be held by the 
cedent

No Reserve Financing

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 692 (Sample Life Treaty)



Life Reinsurance Treaties � Changes to Inforce Policies

�What happens if a policy reinsured to the Treaty converts to another type of 
product?

Conversions

�What happens if the plan, amount, or  premiums of a policy are changed?

Policy Changes

�What happens if the amount of insurance on a reinsured policy is reduced?

Reductions

�What happens if a reinsured policy lapses?

Lapses

�What happens if a lapsed or terminated reinsured policy is reinstated?

Reinstatements

�Establishes a floor on the amount of net amount at risk for reinsured policies.

Minimum Reinsurance Limit



Life Reinsurance Treaties � Increase in Retention & Recapture

� Retention limits are the maximum dollar 
amount of risk that cedent will retain on a 
given life.

� As set forth in Ex. D, can vary by age and 
risk class.  

� Companies increase maximum limits 
when they decide they can internalize 
more risk. 

� Retention limit increases are prospective 
only, unless requirements for recapture 
are met. 

Retention Limit Changes

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 669 (Sample Life Treaty)



Life Reinsurance Treaties � Increase in Retention & Recapture

� Notice Period.

� Recapture Period.  

� Retention Requirement. 

� Anti-Cherry Picking. 

Common Recapture 
Conditions

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 670 (Sample Life Treaty)



Life Reinsurance Treaties � Increase in Retention & Recapture

� Notice Period.

� Recapture Period.  

� Retention Requirement. 

� Anti-Cherry Picking. 

Common Recapture 
Conditions

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 671 (Sample Life Treaty)



Life Reinsurance Treaties � Payment of Claims

� Time-bar on contesting claims on life 
insurance policies.

�Contestability Period�

� Cedents are generally required to 
provide reinsurers with notice and 
copies of all papers associated with 
the claim and relevant to the 
reinsurer�s consideration of a claim

Notice and Access to Records for 
Contestable Claims

� For claims outside the contestability 
period, the Reinsurer is liable to the 
Company for the benefits reinsured.

Reinsurers Pay Valid Claims

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 672 (Sample Life Treaty)



Life Reinsurance Treaties � Duration of Agreement

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 684 (Sample Life Treaty)



Life Reinsurance Treaties � Continuity of Business Practices

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 683 (Sample Life Treaty)



Life Reinsurance Treaties � Good Faith

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4th Ed.) at 
p. 681 (Sample Life Treaty)



Hot Topics
Emerging Issues in Life Disputes
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YRT Rate 
Increases

Contractual 
Recapture

Transfer of 
Inforce 
Business

Underwriting 
Disputes

Reinstatement 
of Lapsed 

Policies

Common Types of Life Reinsurance Disputes
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