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' It is more creative, more flexible, more complicated, and less regulated than day-to-day primary insurance
operations. A _+ 3 F 4 & Why Reinsurance? by Michael G. Fitt, Paper from Midcontinent Perspectives ,
Midwest Research Institute(Kansas City, Missouri)
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3 . . . . 2 .
The reinsurance is a transaction whereby an insurance company (known as the reinsurer), for a consider-

ation (known as the premium), agrees to indemnify or reimburse another insurance company (known as

the ceding insurer in pro rata reinsurance, the reinsured in either pro rata or excess of loss, or simply the
company), against all or part of a loss that the reinsured may sustain under the policy or policies it has
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issued. See Mindy Pollack, The Reinsurance Contact from Reinsurance Contract Wording, edited and pub-
lished by Robert W. Strain, Revised edition, 1996, p.2.

Reinsurance is insurance, and the subject matter of the transaction is the potential liability of the rein-

surer to the reinsured. Reinsurance is an agreement of indemnity.

Reinsurance is a form of insurance, being the insurance of one insurer(the reinsured) by another insurer(the
reinsurer) by means of which the reinsured is indemnified for loss under insurance policies issued by the
reinsured to the public.) Reinsurance, Edited by Robert W. Strain, The College of Insurance, 1980, p.5.

The business of insuring an insurance company or underwriter against suffering too great a loss from their
insurance operations; and allowing an insurance company or underwriters to lay off or pass on part of their
liability to another insurer on a given insurance which they have accepted. Robert Kiln, Reinsurance in

Practice, 2™ edition.
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7 Direct insurance sought to protect the assured against extraordinary risks outside the ordinary course of
events. By contrast, reinsurance was in essence a device to manage risks which it was in the ordinary busi-
ness of both parties to underwrite and was in the form of a “professional hedging operation”. Agnew v
Lansforsakingsbolagams AB 2000 LREp IR:317 (House of Lords)

"RMZAERFES : 44 (Pooling) ~ HIK (Transfer) ~ # M (Indemnity) ° f [#4) —#
FE : (1)A# %8 (Law of Large Number) * (2)F & ¥ (Homogeneous) * (3)% #1& (Spreading)
ZHEREFE - BETZ o= (VEAZEX) /| (REHUZIAZBLAREEREM) ] -

g Spread of risk-the benefit from this principle is that the losses if the few are borne by the many. This is the
principle of insurance, really, and it is a major function of reinsurance. It provides a facility for taking either
individual risks or entire books of business from one company and placing them with many, either nation-

ally or internationally. The primary company will keep a portion of the risk and place it with the rein-

surer. The reinsurer will keep a portion and then refrocede what it cannot absorb itself to others. This is
why, whenever there is a major catastrophe in the world, a part of what losses is usually felt by most major
reinsurers. % Why Reinsurance? by Michael G. Fitt, Paper from Midcontinent Perspectives, Midwest
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