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Re: Guidelines on Collateralized reinsurance transactions for placement of
reinsurance business with Cross Border Reinsurers (CBRs)
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In insurance business, capital management is an increasingly important area for
insurers / cedants, as they look to find ways to manage their risks and related capital
requirements to optimise their solvency balance sheets.
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Reinsurance may be observed as one of the key capital management tools available
to the insurers/cedants, which also plays a vital role in risk management, allowing them
to transfer a portion of their risk to other insurers/reinsurers.
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In various jurisdictions around the world, many reinsurance transactions are backed
by collaterals to mitigate counterparty default risk in respect of the reinsurers. The
amount of collateral required to back reinsurance transactions depends on the type of
reinsurance and the reinsurer’s creditworthiness.
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It is important to note that the practice of collaterals requirements not only protects the
interest of the policyholders and insurers but also fosters confidence in the market,
attracting reinsurers for promoting a healthy and robust insurance ecosystem.

2. I $I gEYA T WRIHRU URA i1 SN & SR, faR ¥ U ¥ d\mR
gdATGarel (HdeRTE) & WY G oo & ol JaHe] & IRY &AW
Tford w0 ¥ faaR R @1 8|

In the backdrop of the above, the Authority is actively considering introduction of
collaterals within the Indian insurance industry, specifically for reinsurance
transaction with Cross Border Reinsurers (CBRS).
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An exposure Draft of proposed Guidelines in this regard is attached in Annexure - A
for the comments from the Insurers / Re-insurers / Stakeholders.
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The feedback / comments [/ suggestions may be sent on e-mail
gautam.kumar@irdai.gov.in with a copy to reinsurance@irdai.gov.in in the specified
format i.e. Annexure - B , within a period of 15 days from the date of its publication in
the IRDAI website.
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