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Subject

French Terrorism Act - reinsurance cover for small risks: CCR

Subject
areas

To advise managing agents of the central arrangements in place for
terrorism reinsurance from French State reinsurer CCR and how recoveries
and retention will be allocated between syndicates under the reinsurance

Attachments Yes
Action points To note
Deadlines

n/a

Background
Bulletins Y3716 dated 29.12.05 and Y3723 dated 10.01.06, from the Director of Worldwide
Markets, informed agents of the new French Terrorism Act which extended the definition of
an act of terrorism to include the use of nuclear weapons and required insurers writing
property insurance covering fire, specifically categories 3 to 9 of the French Code of
Insurance, to cover related losses.
Bulletin Y3726 dated 13 January from the Director of Franchise Performance set out the
courses of action that Franchisees should follow to ensure that the additional risk arising
from the extended obligation imposed by the new French Terrorism Act is contained and
managed so far as practicable. Specifically these were:•

Signing up to the French terrorism pool, Gareat, thereby qualifying for the French
Government backstop protection in excess of €2 billion industry losses;

•

Using the reinsurance protection being offered by the French State reinsurer, CCR
(Caisse Centrale de Réassurance), for risks under €6 million.

Bulletin Y3750, dated 15.02.06 advised that in respect of the CCR reinsurance coverage for
risks under €6 million, Lloyd’s had secured from CCR agreement for the Franchisor to
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purchase a single stop loss reinsurance policy on behalf of all Lloyd’s syndicates writing
relevant French property business. This negated the need for syndicates to purchase
their own individual policies. Cover under the CCR policy became effective on 6
February 2006 and the reinsurance treaty contract and a free translation into English are
attached in Appendices 1 & 2 of this market bulletin.
CCR premium
Lloyd’s has centrally negotiated and paid for an aggregate stop loss treaty reinsurance
protecting franchisees in respect of French property risks under €6m. The premium is
approx €96,000 per annum, with M&D €77,000 (80%) payable quarterly in advance, based
on subject premium of €32,857,352m.
Cover is unlimited in excess of 20% of Gross subject premium => €32,857,352m x 20% =
€6,571,470m retained by Lloyd’s
The premium base will be finally adjusted after 18mths. This premium will be paid centrally
and Lloyd’s will not charge this premium back to the franchisees.
Proposed allocation basis
In the event of insured loss(es) to the treaty, recoveries and retention would be allocated
based on each syndicate’s contribution to market loss. In summary:
•

syndicates with larger losses would retain a larger share of the retention

•

losses by syndicate can be tracked using XCS cat codes

•

this works equitably whether many or few syndicates involved

•

only syndicates incurring losses have to ‘mutualise’ retention

Example application
Here is an example of how this would work in practice:
A terrorist attack in France gives rise to applicable (in respect of risks < €6m) Syndicate
9999 loss of €25m, part of Lloyd’s market wide loss of €200m (12.5% of loss)
Allocation:
Deductible = 12.5% x €6,571,470m = €821,433.75
Recovery = 12.5% x (€200m – 6,571,470m) = €24,178,566.25
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MAT business
Lloyd’s is continuing to lobby the French Treasury to exclude MAT business from the scope
of the recent Terrorism legislation. We will update the market when there is any change.
Enquiries regarding GAREAT and CCR should be directed to:
In France, from Lloyd’s Paris office:
Lloyd’s General Representative in France:
Anne-Gaëlle Leillard
Tel: +33 1 42 60 43 43
Email: annegaelle.leillard@lloyds.fr
or
Cécile Peyrade

Tel: +33 1 42 60 43 43
Email: cecile.peyrade@lloyds.fr

or
In London:
Lloyd’s Worldwide Market Services
Tel: 020 7327 6677
Email: market.services@lloyds.com
Box 190b, Gallery 1

Julian James
Director
Worldwide Markets
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LLOYD’S FRANCE
Anne-Gaëlle LEILLARD
4, rue des Petits Pères
75002 PARIS
FRANCE

Paris, 28 March 2006.

Re:

Your TERRORISM – MASS RISKS treaty
Contractual adjustment for 2006

Our refs:

Company n° 06984 / Y2K0086
Lloyd’s

Dear Ms. Leillard,

With reference to your aforementioned treaty, please find enclosed two copies of the
final contractual documents setting out our reciprocal agreements for 2006.
We would be very grateful if you could return one copy with your stamp and
signature at your earliest convenience.
Yours sincerely,
(signature)
Patrick BIDAN
CAISSE CENTRALE DE REASSURANCE
31, rue de Courcelles
75008 PARIS
Paris Commercial Register B 388 202 533

Encl.

Caisse Centrale de Réassurance – 31, rue de Courcelles 75008 Paris – France – Tel: +33 1 44 35
31 00 Fax: +33 1 44 35 31 88
Limited Liability Company with capital of €60,000,000 – A company subject to the French Insurance
Code - Paris Commercial Register B 388 202 533

FREE TRANSLATION

CCR
www.ccr.fr

REINSURANCE TREATY
TERRORIST ATTACKS – MASS RISKS

2006

“TERRORIST ATTACKS – MASS RISKS”
REINSURANCE TREATY N° 06984 / Y2K0086
Agreed between,

LLOYD’S UNDERWRITERS C/O
Their general representative, Lloyd’s France
4, rue des Petits Pères
75002 PARIS
FRANCE
hereinafter “The Reinsured”,
and,

LA CAISSE CENTRALE DE REASSURANCE
31, rue de Courcelles
75008 PARIS
FRANCE
hereinafter “The Reinsurer”,

This reinsurance treaty includes general conditions and special conditions.

“TERRORIST ATTACKS – MASS RISKS” TREATY
GENERAL CONDITIONS 2006
ARTICLE 1: Object
The object of this treaty is to reinsure the damages covered by the compulsory cover
provided for by Article L 126-2 of the French Insurance Code within the limits of this
article, namely:
Direct damage to property (including decontamination or clean-up costs) and
consequential loss-of-use damages as well as business interruption losses as a
result of these damages, covered by an insurance policy covering fire damage to
property or damage to vehicles, under categories 23, 24, 25 and 262 of statement C4
of the ACAM (Insurance and Mutual Insurance Commission) (and, if applicable, the
policies set out in Article 4 of this treaty) for which the total capital insured (direct
risks and business interruption losses excluding amounts covered for tenant’s risks)
are below six million euro or the equivalences specified in Appendix 1, incurred on
the territory of the French Republic, and caused by terrorist attacks or acts of
terrorism set out in Article L 126-2 of the French Insurance Code.
The following are excluded from this treaty:
-

business accepted by a reinsurer, of any nature whatsoever, unless otherwise
specified.
damages listed in Appendix II
insurance policies and/or damages which do not fall within the scope of
application of the compulsory coverage defined by Article L 126-2 of the
French Insurance Code, as well as those which may be the subject of an
exemption or of an exclusion in accordance with this Article (pursuant to the
exemptions and exclusions defined by a Council of State decree for major
risks set out in Article L 111-6 of the French Insurance Code)

This treaty replaces, from its effective date, as necessary, any reinsurance
agreement having the same object agreed beforehand between the Reinsured and
the Reinsurer.

ARTICLE 2: Definitions
•
•
•
•

Territory of the French Republic: Metropolitan France, Overseas
departments, Saint-Pierre et Miquelon, Mayotte, the Wallis and Futuna
Islands.
Acts of terrorism: acts which are defined by Articles 421-1 and 421-2 of the
Criminal Code.
Terrorist Attacks: synonym for acts of terrorism
Insurance policy covering fire damage to property: an insurance policy
comprising fire coverage which covers all direct damage to insured property
resulting from a fire, for the full term of the policy

ARTICLE 3: Reinsurance terms
A) COVERAGE:
The Reinsurer reimburses the total amount of net paid losses, paid by the Reinsured,
incurred throughout the term of this treaty and in excess of the deductible set out in
the special conditions. The date of the loss corresponds to that on which the terrorist
attack or the act of terrorism from which it results was committed.
B) BASE:
The base serving as the basis for calculating all the elements of the annual
aggregate (stop loss) coverage is made up of premiums issued relating to the
policies under categories 23, 24, 25 and 262 of statement C4 sent to the ACAM,
excluding those corresponding to the policies for which the total capital insured
(direct risks and business interruption losses excluding amounts covered for tenant’s
risks) are over six million euro (or the equivalences specified in Appendix 1).
C) DEDUCTIBLE:
The annual deductible is calculated by combining the following amounts (1+2):
1. 20% of premium income relating to the following categories:
•
•
•

Commercial property damage (excluding premiums for risks transferable to
GAREAT EIG “large risks”): category 25 of statement C4 of the ACAM.
Private property damage: category 24 of statement C4 of the ACAM.
Agricultural property damage (excluding “hail”): category 262 of statement
C4 of the ACAM.

2. 2% of “Motor damage” premium income: category 23 of statement C4 of the
ACAM.
D) PREMIUM:
In return for the annual aggregate (stop loss) coverage, the Reinsured pays the
Reinsurer a premium, the terms of which are fixed in the special conditions.
The premium is calculated by combining the following amounts (1+2+3+4):
1. 0.30% of premiums issued in “the “Commercial property damage” category
(excluding premiums for risks transferable to GAREAT EIG “large risks”): category 25
of statement C4 of the ACAM.
2. 0.20% of premiums issued in the “Private property damage” category: category
24 of statement C4 of the ACAM.
3. 0.15% of premiums issued in the “Agricultural property damage” category
(excluding “hail”): category 262 of statement C4 of the ACAM.
4. 0.03% of premiums issued in the “Motor damage” category: category 23 of
statement C4 of the ACAM.

E) DEPOSITS:
The Reinsurer makes no deposits to the Reinsured, the debt owed by the Reinsurer
is accepted on presentation of the technical provisions pursuant to Article R332-3-4
of the French Insurance Code.
F) CLAIMS:
The Reinsured sends the Reinsurer all the elements required to prove the claims
covered by this treaty. It undertakes, unless otherwise waived by the Reinsurer, to
have the policyholder file a criminal complaint and to take, or have the policyholder
take, all the necessary steps and actions when compensation or legal action is
possible and to provide the corresponding documentary evidence. Any failure to carry
out this obligation will result in the non-application of this treaty to the claims affected
by this failure.

ARTICLE 4: Extension of optional coverage
The Reinsured has the option of extending the coverage to any other policies
including fire coverage which covers all the direct damage to insured property
resulting from a fire and which, although not included in categories 23, 24, 25 and
262 of statement C4 of the ACAM, would fall within the scope of application of Article
L 126-2 of the French Insurance Code. The annual deductible of the coverage is then
that fixed in Article 3-C, increased at the rate of 20% of the premium income relating
to the business concerned. The reinsurance premium is that fixed in Article 3-D,
increased at the rate of 0.26% of the premium income relating to the business
concerned.

ARTICLE 5: Payment of the provisional premium and the final premium
The Reinsured pays the Reinsurer a minimum provisional and deposited premium,
the amount of which is set out in the special conditions. It is calculated from the
estimate of the premium income provided by the Reinsured, also stated in the special
conditions.
This premium is payable quarterly on the first day of each calendar quarter.
Eighteen months after the effective date of this coverage, the reinsurance premium is
calculated according to the final base, on the basis of statement C4 sent by the
Reinsured to the ACAM. In the event that this new premium is higher than the
minimum premium deposited, the Reinsured makes an additional payment
corresponding to the difference between these two amounts. In the opposite case,
the minimum premium deposited remains the property of the Reinsurer.

ARTICLE 6: Provisional payment for claims
The Reinsurer can grant the Reinsured, which has complied with its contractual
obligations, an advance on the basis of this coverage if, during the year, the total
amount of claims paid is in excess of the deductible set out in the special conditions.

ARTICLE 7: Accounts
A) GENERAL PROVISIONS
In order to draw up accounts, the premiums set out in Article 3 (and in Article 4, if
applicable) above are allocated in their entirety to the year of account whatever their
receipt date.
Claims made during the course of a year are allocated to this year whatever the date
of their payment.
Legal action and recoveries, whatever their nature, are allocated to the claim to which
they are attached. The Reinsurer takes note, if applicable, of the waiver of recourse
agreement, signed on 19 December 2001, to which the Reinsured adheres inasmuch
as this adherence is prior to the effective date of this treaty.
B) SPECIFIC PROVISIONS
Eighteen months after the effective date of this coverage, the Reinsured sends the
Reinsurer a copy of its C4 statement (or for companies not required to draw up this
regulatory statement, an equivalent statement stating the final base), and a premium
adjustment entry showing if needed the additional payment remaining due, taking
account of the provisional payments set out in Article 5.
This entry states, if applicable, the amount of the claims paid by the Reinsurer, with a
deduction made, if need be, for the advances agreed in Article 6. It is adjusted
annually until it is fully paid.

ARTICLE 8: Payments
The Reinsurer pays its balances within 15 days following receipt of the accounts, as
long as the Reinsured has fulfilled its contractual obligations, and particularly has
complied with the premium payment periods provided for in Article 5.
If the balance is payable by the Reinsured, it makes the payment when dispatching
the accounts.
Payment of the balance and the corresponding receipt does not result in the tacit
acceptance of the account.

ARTICLE 9: Loss report
As soon as it is aware of a loss, the Reinsured informs the Reinsurer of any unit
claim for which the amount is greater that a quarter of the estimated annual
deductible. Equally, it informs the Reinsurer when the accumulation of claims that
have occurred during the year exceed half of this amount.

ARTICLE 10: Errors and omissions – Reinsurer’s right to adjustment
No error or omission releases the parties from their respective obligations. The
necessary rectifications must be made once errors and omissions are noticed.
The Reinsurer can, after giving 10 days notice (or, after having notified the
Reinsured), be provided with all the documents, files, registers and accounts
concerning business which fall within the scope of this treaty, by all persons that it
has delegated at the head office of the Reinsured or at the France office for foreign
companies, during normal office hours. It can also request a copy of any document
concerning a risk falling within the scope of this treaty.

ARTICLE 11: Taking effect – Termination
This agreement takes effect on the date shown in the special conditions. It is agreed
for a term of one year, unless otherwise specified in the special conditions.
It can also be terminated at any time by the Reinsurer and without a notice period if
the Reinsured seriously breaches its obligations, or if a law or serious circumstances
make the provisions of this treaty fully or partially illegal or inapplicable, if the
Reinsured merges with another insurance or reinsurance company, if it transfers its
portfolio, takes over the portfolio of another company, or if it enters into liquidation.
In the event of termination with immediate effect provided for in the second
paragraph, the deductible of this reinsurance coverage in annual aggregate (stop
loss) is calculated on the basis of premiums issued for the year in progress for which
the termination becomes effective. However, the premium due by the Reinsured is
calculated pro rata of the time elapsed from the beginning of the year until the
effective date of the termination without however being below the minimum premium
deposited as set out in Article 5.

ARTICLE 12: Arbitration
The parties agree that any dispute, which could arise out of this treaty, including on
the subject of its validity, its interpretation, its performance or its cessation, comes
under the exclusive jurisdiction of the arbitration court.
The arbitration court comprises three arbitrators. Each party appoints an arbitrator by
registered letter with acknowledgement of receipt sent to the other party. The two
arbitrators then appoint, before any discussion of the merits, a third arbitrator who is
the Chairman of the arbitration court.
In the event that one of the parties has not appointed its arbitrator within a period of
thirty days from receipt of the registered letter with acknowledgement of receipt from
the other party naming its arbitrator, or in the event that the two arbitrators cannot
agree on the appointment of a third arbitrator within thirty days of the appointment of
the two arbitrators, the arbitrator or the third arbitrator is appointed by the Presiding
Judge of the commercial court of Paris, at the request of the first party to take action

which then informs the other party, by registered letter with acknowledgement of
receipt, at least fifteen days before filing this application.
The three arbitrators must be or have been members of management of insurance or
reinsurance companies or Professors of law, in France.
The arbitration court is based in Paris. The proceedings are left to the free
assessment of the arbitration court, which is exempted, insofar as is possible, from all
legal formalities.
The court rules on the majority of the three arbitrators. If a majority cannot be
obtained, the Chairman has the deciding vote.
The arbitration court rules as a conciliator and rules fairly and according to the
usages and the practice of reinsurance cases rather than according to mandatory
law. The arbitration ruling must be written, motivated and signed by the three
arbitrators, and its date, the place where it is made and the name of the arbitrators
must be stated. If one of the arbitrators refuses to sign it, the others will note this and
the ruling has the same effect as if it was signed by all the arbitrators.
The arbitration ruling may be the subject of an appeal before the Court of Appeal in
Paris.

ARTICLE 13: Applicable law and territorially competent jurisdictions
This treaty is subject to French law. It comes under the territorial competence of the
Paris courts.
Drawn up in two copies,

In

, on

In Paris, on 28 March 2006

The Reinsured

The Reinsurer

(signature)
CAISSE CENTRALE REASSURANCE
31, rue de Courcelles
75008 PARIS
Paris Commercial Register B 388 202 533

“TERRORIST ATTACKS – MASS RISKS” TREATY
APPENDIX I

Equivalences for policies not including insured capital are the following:

-

Policies for which the annual premium forming the basis of the additional
premium for the natural catastrophe coverage is above 6,000 euro

-

Policies covering property complexes, co-ownerships, or local authorities for
which the surface area of the buildings covered is greater than 20,000 m2 or,
failing this, for which the annual premium forming the basis of the additional
premium for the natural catastrophe coverage is above 6,000 euro

“TERRORIST ATTACKS – MASS RISKS” TREATY
APPENDIX II
Other damages excluded from this treaty:

-

Bodily injuries
Losses and damages as a result of a foreign war, civil war, strikes, riots,
popular uprisings, malicious acts, sabotage, vandalism or criminal acts
Pecuniary consequences of attributing liability, of any kind, to the policyholder
(excluding tenant’s risks, action against neighbours and third parties)
Business interruption losses abroad
Business interruption losses non-consequential to direct damage to property
incurred in France or non-consequential to the damages covered
Non-consequential loss-of-use damages
Theft, looting or fraud after a terrorist attack or an act of terrorism
Liability relating to the use of land, rail, air, spatial vehicles, sea, lake and
canal vessels (including carrier liability)

“TERRORIST ATTACKS – MASS RISKS” TREATY
SPECIAL CONDITIONS – 2006

TREATY N° 06984 / Y2K0086
LLOYD’S UNDERWRITERS C/O
Their general representative, Lloyd’s France

Between the undersigned, the following is agreed:
Territorial scope: THE TERRITORY OF THE FRENCH REPUBLIC
Effective date: 6 February 2006

End date: 31 December 2006

ANNUAL AGGREGATE (STOP LOSS) REINSURANCE
Reinsurer's liability: 100 % of the annual loss burden exceeding the following deductible
The annual deductible is calculated by combining the following amounts (1+2):
1. 20% of premium income relating to the following categories:
•
•
•
•

Commercial property damage (excluding premiums for risks transferable to
GAREAT EIG “large risks”): category 25 of statement C4 of the ACAM
Private property damage: category 24 of statement C4 of the ACAM
Agricultural property damage (excluding “hail”): category 262 of statement
C4 of the ACAM
Other damages falling within the scope of application of amended Article L
126-2 of the French Insurance Code

2. 2% of “Motor damage” premium income: category 23 of statement C4 of the
ACAM.
The amount of the estimated base is

€32,857,352

The amount of the estimated annual deductible is

€6,571,470

Premium:
The premium is calculated by combining the following amounts (1+2+3+4+5):
1. 0.30% of premiums issued in the “Commercial property damage” category
(excluding premiums for risks transferable to GAREAT EIG “large risks”): category 25
of statement C4 of the ACAM.
2. 0.20% of premiums issued in the “Private property damage” category: category
24 of statement C4 of the ACAM.
3. 0.15% of premiums issued in the “Agricultural property damage” category
(excluding hail): category 262 of statement C4 of the ACAM.
4. 0.03% of premiums issued in the “Motor damage” category: category 23 of
statement C4 of the ACAM.
5. 0.26% of premiums issued for “Other Damages” falling within the scope of
application of amended Article L 126-2 of the French Insurance Code.
The amount of the estimated reinsurance premium is
€96,281
Minimum Provisional and Deposited Premium
The minimum provisional and deposited premium is
€77,000
st
st
st
st
Payable quarterly on 1 January, 1 April, 1 July and 1 October and
adjustable 18 months after the effective date of this cover, on the basis of the C4
statements of the ACAM.

Drawn up in two copies,

In

, on

In Paris, on 28 March 2006

The Reinsured

The Reinsurer

(signature)
CAISSE CENTRALE REASSURANCE
31, rue de Courcelles
75008 PARIS
Paris Commercial Register B 388 202 533

