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The Premium Leakage Problem

CedeOS validation confidence

of GWP lost to leakage annually lost per $50M GWP per year score

Reinsurance premium leakage is not a rounding error. For the average insurer writing $50 million in
gross written premium, it represents $1.25 million per year — money that belongs to them, sitting
uncollected in their reinsurer's accounts.

Across Africa and Asia, where the insurance industry is growing at 10 to 12 percent annually and
reinsurance back-offices are running on infrastructure built for a different era, this leakage is structural.
It is not caused by bad intentions. It is caused by manual processes that cannot keep pace with the
complexity they are asked to manage.

This whitepaper does three things:

Quantifies the problem. Using analysis of 50,000+ bordereaux rows across East Africa, we
identify the five error categories that account for the majority of reinsurance leakage, and we put real
numbers on what each category costs.

Explains why it persists. The reinsurance industry is structured around retrospective discovery
— finding errors after they have already cost money. We explain why manual processes make
prospective prevention structurally impossible.

Shows what changes. We document what the top-performing reinsurance teams do differently,
and what infrastructure makes the difference between 2.5% leakage and below 0.5%.

"Premium leakage is not a data problem. It is an infrastructure
problem. The information required to prevent it exists. What has
been missing is the infrastructure to connect it, verify it, and
produce a correct result automatically — every time."

— CedeOS Research, 2026
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The Scale of the Problem

Industry Benchmarks

The insurance industry has been measuring reinsurance premium leakage for decades. The
consensus figure for markets in Africa and Asia is 2 to 5 percent of gross written premium annually.

Gross Written Premium 2% Leakage / Year 5% Leakage / Year

$10 Million $200,000 $500,000
$50 Million $1,000,000 $2,500,000
$200 Million $4,000,000 $10,000,000

The Distribution of Leakage

Leakage is not uniformly distributed. Our analysis of bordereaux from insurers, MGAs, and brokers
across Kenya, Nigeria, South Africa, Pakistan, and the UAE shows a consistent pattern:

Top Performers 10-15% Below 0.5% of GWP
Average Performers 60-70% 1.5% — 3.5% of GWP
Poor Performers 15-25% Above 4% of GWP

The difference between the top performers and the average is not talent. It is not the quality of the
treaties they negotiate. It is the infrastructure they use to validate every bordereaux row against every
treaty clause before any figure enters an account.

The Hidden Cost Multiplier

The 2 to 5 percent leakage figure understates the true cost because it counts only the recoverable
premium. It does not include:

Staff time: The average African insurer spends 4 to 8 weeks per quarter on bordereaux
reconciliation. At $40-60 per hour for qualified actuarial staff, a 6-week reconciliation cycle costs
approximately $60,000 per quarter in staff time alone.
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Dispute resolution: Every leakage discovery initiates a dispute. The average dispute resolution
cycle in African reinsurance markets is 4 to 8 months.

Relationship damage: Systematic leakage, when discovered by the reinsurer, damages the
cedant's commercial position at renewal. A cedant with a history of under-ceding faces higher rates
and reduced capacity.

IFRS 17 exposure: Incorrect bordereaux figures directly affect CSM calculations and may require
prior period restatements. The regulatory and audit cost of a restatement can exceed the value of
the leakage that caused it.
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The Five Error Categories

Our analysis identifies five specific error categories that account for the overwhelming majority of
reinsurance premium leakage in African and Asian markets. They are predictable, repeatable, and —
with the right infrastructure — preventable.

#01 Cession Rate Applied to Wrong Risk Class

How it A reinsurance treaty specifies different cession rates for different risk classes. A
happens: vehicle stored inside a commercial warehouse is coded as "PROPERTY" — the
cession rate applied is 40%, ten percentage points above the applicable motor rate.

What it On a single policy with KES 500,000 gross premium, the over-cession is KES
costs: 50,000. Across 200 similar policies in a quarter, the cumulative over-cession
reaches KES 10,000,000.

Why it  Manual reconciliation checks totals, not individual rows. The error is invisible without
persists: row-by-row validation against treaty schedules.

#02 Reinstatement Premium on Wrong Base

How it An excess of loss treaty is triggered by a large fire loss. The treaty specifies
happens: reinstatement premium on the original annual premium. The cedant's system

calculates it on the current premium — adjusted by a mid-term endorsement.

What it  Original base: KES 4.2M - reinstatement KES 420,000. Adjusted base: KES 3.1M
costs: - reinstatement KES 310,000. Under-payment. KES 110,000. Discovered 18
months later.

Why it Reinstatement premium calculations require knowledge of original premium,
persists: endorsement history, XL treaty structure, and the specific reinstatement clause
simultaneously. No manual process maintains this in real time.

Currency Conversion on Wrong Date
#03 y g
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How it
happens:
What it
costs:

Why it
persists:
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A Malawian cedant submits bordereaux using month-end exchange rates. The
treaty specifies conversion at the transaction date rate, as published by the central
bank.

In quarters where MWK depreciates against USD, month-end rates understate the
USD equivalent of ceded premium. Across 400 rows in one quarter: USD 34,000
difference — always favouring the reinsurer.

The cedant's system does not store transaction-date FX rates for historical
transactions. Most back-office teams lack the access to central bank records and
programming capability to source and apply them.

#04 Aggregate Retention Breach Undetected

How it
happens:
What it
costs:

Why it
persists:

A quota share treaty includes an aggregate net retention clause limiting the cedant's
cumulative net exposure to KES 50M per quarter. After a poor quarter, the
aggregate exposure exceeds the threshold — triggering additional cession rights the
cedant has already paid for.

On a quarter with KES 180M GWP and a threshold breach of KES 12M, the
unclaimed aggregate recovery is approximately KES 1.2M. Discovered at year-end
audit.

Aggregate monitoring requires maintaining a running total across all policies under
all treaties simultaneously throughout the quarter. Impossible to do reliably in
spreadsheets.

Commission Rate Calculated on Wrong Tier
#05 g

How it
happens:
What it
costs:

Why it
persists:
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A proportional treaty specifies sliding scale commission: 32.5% if loss ratio < 55%,
stepping down to 25% above 75%. The cedant applies the highest tier commission
regardless of the actual loss ratio — because the sliding scale calculation requires
data that is not in the bordereaux template.

On KES 80M ceded premium, the difference between 32.5% and the correct 27.5%
commission (at a 68% loss ratio) is KES 4,000,000 — paid incorrectly to the cedant.

Sliding scale commission requires knowing the current period loss ratio before
calculating commission. Most bordereaux preparation happens before claims data is
fully reconciled.
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Why Manual Processes Cannot
Solve This

There is a structural reason why the reinsurance industry has lived with these errors for thirty years.
Manual processes are capable of producing correct results — when the volume is low enough, the
formats are consistent enough, and the treaty logic is simple enough.

None of those conditions exist in the modern reinsurance market. The combination of four forces has
moved the industry past the point where manual processes can produce reliable results at acceptable
cost:

Volume

A growing insurer might have 200 bordereaux rows per quarter. A mid-size insurer might have 5,000.
At 5,000 rows across 3 treaties with different cession rates, currencies, and aggregate clauses, the
number of individual validation decisions required is not hundreds — it is tens of thousands.

Format Variability

Bordereaux arrive in Excel files with no consistent structure, CSV files with encoding that breaks on
African currency symbols, PDF files generated from systems designed in the 1990s, and email
attachments in formats the back-office team has never encountered before.

Treaty Complexity

Modern reinsurance treaties are 40 to 100 pages of legal text specifying cession rates by risk class,
reinstatement terms, aggregate retention clauses, sliding scale commission tables, currency
conversion instructions, and exclusion schedules.

IFRS 17

Before IFRS 17, an error in bordereaux was an operational problem — it might cost money, but it could
be corrected in the next period. Under IFRS 17, the same error becomes a balance sheet problem.
Incorrect bordereaux figures directly affect CSM calculations.

"The four forces together create a system where manual
validation is mathematically guaranteed to produce errors. Not
occasionally — systematically, every quarter, across every
portfolio that has not replaced the process with automated
infrastructure."

— CedeOS Research
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The IFRS 17 Dimension

IFRS 17 came into effect for most African insurance markets in 2023 and 2024. Its implications for
bordereaux accuracy are severe and still not fully understood by many operations.

Under IFRS 17, the Contractual Service Margin (CSM) for a group of contracts is calculated from
premium and claims data. If the ceded premium figures are wrong, the CSM is wrong.

A CSM error that persists across two or more reporting periods may require a prior period
restatement — a process that triggers audit review, regulatory notification in most jurisdictions, and
potential restatement of published financials.

The cost of a restatement — auditor fees, regulatory interaction, management time, potential
reputational impact — can easily exceed ten times the value of the original leakage that caused it.

IFRS 17 has transformed bordereaux accuracy from an operational inconvenience to a board-level
financial reporting risk. For CFOs and audit committees, this is the frame that makes the infrastructure
investment decision straightforward.
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Market-Specific Context

Kenya Regulator: IRA Kenya

The IRA Kenya requires quarterly bordereaux submission in specific XML formats, with solvency
capital calculations and annual returns on fixed deadlines. Most insurers prepare these manually from
their reconciliation spreadsheets. The error rate in manual XML generation is significant.

Nigeria Regulator: NAICOM

NAICOM mandates minimum retention of 40% of premium for Nigerian risks, creating additional
complexity in cession calculations. Many cedants operate on systems that predate modern data
management practices.

South Africa Regulator: POPIA / FSCA

POPIA data residency requirements mean that client data cannot be transmitted to overseas
processing systems. Reinsurance platforms that process data in the UK or US are technically
non-compliant with South African law.

Gulf (KSA, UAE) Regulator: SAMA / DIFC

SAMA data residency requirements parallel POPIA. The Takaful market operates under Wakala and
Mudaraba structures with distinct bordereaux requirements that standard proportional treaty
templates do not accommodate.

Pakistan Regulator: SECP

SECP oversight operates alongside growing Takaful market share. The same Takaful/conventional
mixing problem observed in the Gulf appears in Pakistani cedant submissions, compounded by
significant variation in system maturity across cedants.

What Good Looks Like

The top-performing reinsurance operations in these markets — those with leakage below 0.5% of GWP
— share four characteristics:

Automated Extraction
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Bordereaux data is extracted directly from policy systems, not re-keyed manually. This eliminates the
data entry error category entirely.

Treaty-Linked Validation

Every extracted row is validated against the applicable treaty schedule before it is submitted. Cession
rates, risk class classifications, currency conversion, and aggregate accumulation are all checked
automatically.

Closed-Loop Audit Trail

Every transformation from raw policy data to final bordereaux figure is logged with input values, output
values, and the treaty clause that governed the calculation.

Near-Real-Time Reconciliation

Reconciliation closes within 5 working days of period end. The actuary reviews exceptions only —
discrepancies that automated validation has flagged as requiring human judgment.
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How the Technology Gap Closes

The Extraction Layer

The first challenge in automating bordereaux reconciliation is ingesting data that arrives in dozens of
formats: Excel files with merged cells, multi-sheet workbooks, and dynamic header structures; CSV
files with inconsistent delimiters; PDF bordereaux from legacy systems.

"Prm Amt," "PREMIUM_KES," and "qgist" (Arabic: premium) all refer to the same field. An extraction
layer that requires manual template configuration for each cedant creates a bottleneck that quickly
becomes unmanageable as the portfolio grows.

The Validation Layer

The second challenge is applying treaty logic to extracted data at scale. A quota share treaty for a
Kenyan insurer might cover 12 risk classes with different cession rates, 6 currencies each requiring
transaction-date FX conversion, an aggregate retention clause, and exclusions for risks above
specified sum insured bands.

Automated validation requires that the treaty's clauses be represented as executable logic — not
keyword search, but a structured knowledge base from the treaty document that allows each row to be
tested against the specific rules that apply to it.

The Audit Trail Layer

The third challenge is maintaining a complete, immutable record of every decision. Under IFRS 17, this
is a compliance requirement. In practice, it is also the foundation of the recovery capability.

A proper audit trail records not just the outcome but the reasoning: which treaty clause applied, what
values were used in the calculation, what the confidence level of each extracted field was, and which
actuary reviewed and approved the result.
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Data Sovereignty by Design

CedeOS is built for markets where data residency is a legal requirement. Raw bordereaux, treaty
PDFs, and client identifiers never leave the client's sovereign boundary. The Al inference layer
receives only anonymised, PlI-stripped financial parameters — equivalent, in sovereignty terms, to
handing a calculator numbers rather than client files.

Compliance built in: IRA Kenya - SAMA - NAICOM - POPIA - IFRS 17 - IRA Malawi - SEC Zambia -
DIFC
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From Discovery to Prevention

The reinsurance industry in Africa and Asia has been structured around retrospective discovery for
thirty years. Errors are made, they accumulate for months or years, and they are eventually surfaced by
an auditor, a reinsurer, or a departing employee. The recovery is partial. The process repeats.

The alternative is prospective prevention: infrastructure that validates every bordereaux row against
every applicable treaty clause before any figure enters the accounts. Not as an aspirational goal, but as
the standard operating model.

Premium leakage rate 2.5% of GWP Below 0.5%
Reconciliation cycle 4-8 weeks Within 5 days
Actuary review items All rows Exceptions only
Audit trail Manual, incomplete Complete, immutable
IFRS 17 restatement risk High Eliminated

"Moving from 2.5% leakage to below 0.5% represents a recovery
of $1 million per $50 million of GWP per year — sustained, year
over year, without the cost of dispute resolution, auditor findings,
or relationship damage."

— CedeOS Research, 2026

The infrastructure to make this the standard does not need to be invented. It exists. The question for
every reinsurance operation in Africa and Asia is how long they can afford to operate without it.
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About CedeOS

CedeOS is sovereign Al reinsurance infrastructure for Africa and Asia. We automate bordereaux
reconciliation, treaty validation, and regulatory compliance — replacing manual processes with Al

that reasons, audits, and reports.

Client data never leaves their sovereign boundary. CedeAl runs inside each client's isolated
environment. The shared intelligence layer receives only sanitised, anonymised queries.

Regulatory coverage: IRA Kenya - SAMA - NAICOM - POPIA - IFRS 17 - IRA Malawi - SEC
Zambia - DIFC

Contact: info@cedeos.co
Web: cedeos.co

Demo: cedeos.co/demo

To book a 20-minute session and see how this applies to your specific operation, visit

cedeos.co/demo

Methodology Note

The analysis in this whitepaper draws on review of bordereaux submissions from 50,000+ rows across
East African insurance operations; reconciliation records from Kenya, Nigeria, Malawi, and South Africa
markets; industry benchmarks from reinsurance market publications; and regulatory requirements as
published by IRA Kenya, NAICOM, SAMA, and the IFRS Foundation.

All company-specific data has been anonymised. Monetary figures have been converted to USD at
prevailing rates where market-specific currencies are cited in examples.
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