
KYRGYZ REPUBLIC

ENHANCING RESILIENCE IN KYRGYZSTAN PROJECT

TERMS OF REFERENCE

Development of the reinsurance program

[bookmark: _heading=h.30j0zll]Consulting Services – Firm

I. BACKGROUND
The Government of the Kyrgyz Republic is implementing a reform of the mandatory insurance system for residential buildings against natural disasters in order to increase the financial stability of insurance protection for the population and reduce fiscal risks associated with large-scale emergencies. As part of this reform, consideration is being given to creating an insurance pool and/or improving the institutional model of the State Insurance Organization (SIO) as a systemically important participant in the compulsory insurance program.
One of the key elements of the sustainability of the compulsory insurance program is the existence of an effective outward reinsurance strategy that protects the capital of the insurance system from extreme losses, ensures compliance with solvency requirements, and reduces dependence on emergency budget transfers and indirect state guarantees.
Currently, mechanisms for the distribution and transfer of insurance risks, including reinsurance practices, are in the process of being developed and require comprehensive analysis, taking into account the current regulatory and legal conditions, the financial capabilities of the SSO, the potential role of the state, as well as the interests and requirements of the international reinsurance market. The lack of a formalized and financially sound reinsurance strategy limits the possibilities for the sustainable development of the compulsory insurance program and its scaling up in the context of insurance portfolio growth and an increase in the frequency and intensity of natural disasters.
In this regard, it is planned to engage a consulting company to provide advisory services on the development of a comprehensive outward reinsurance strategy focused on phased implementation, compliance with international practice, and the institutional readiness of the Kyrgyz Republic. The strategy being developed should ensure a balanced distribution of risks between the national insurance system, the state, and the international reinsurance market, as well as create a basis for regular and transparent placement of reinsurance coverage in subsequent years.
II.  OBJECTIVE
[bookmark: _heading=h.1fob9te]To support the Government of the Kyrgyz Republic, the State Insurance Organization (SIO), and any future potential collective insurance pool to design and implement a financially sound, phased, and fit-for-purpose outward reinsurance strategy. This is aimed at enhancing the financial protection of the national mandatory disaster insurance program by meeting solvency capital requirements, reducing the reliance on government budgets and implicit guarantees, and mitigating fiscal risk from large-scale disaster events.

III. SCOPE OF WORK
The consultant will deliver technical and advisory services on developing an outward reinsurance strategy to enhance the financial sustainability of the compulsory insurance program for residential buildings against natural disasters. The work will be carried out in stages and will include the following key areas:
1. Review of Current Reinsurance Practices and Institutional Environment
As part of this stage, the Consultant will conduct a comprehensive analysis of existing risk management mechanisms and reinsurance practices, including:
· Conduct structured consultations with the financial regulator and the SIO to understand existing governance and financial oversight arrangements pertaining to reinsurance, and how these are integrated with the solvency requirements framework.
· Meet with relevant government stakeholders (e.g. Ministry of Finance, Ministry of Emergency Situations) to determine the scope of any implicit financial guarantees and their relevance to potential reinsurance designs.
· Review the public policy purpose of the scheme, including its intended objectives, role in financial protection, and alignment with broader disaster risk management or social protection frameworks.
· Hold bilateral meetings with key domestic insurers to document any current or historical reinsurance practices, with particular attention to the prevalence of inward reinsurance arrangements undertaken among insurers the Kyrgyz market. These discussions should also explore the appetite for establishing a shared risk among providers and evaluating the potential for pooled outward reinsurance coverage or collective negotiations with reinsurers to increase pricing efficiency and coverage availability.
· Review any existing memoranda, concept notes, or other relevant documents produced by the SIO or other actors relating to reinsurance procurement or engagement.
· Clarify the existence of any dedicated reserves or fund to support claims or risk transfer arrangements, including those held by the SIO or backed by implicit or explicit government guarantees, and assess how such mechanisms are structured, capitalized, invested, and governed.
· Map existing and recent discussions with international reinsurers or brokers (including through development partners or private sector intermediaries) to understand initial feedback, technical requirements, and indicative interest in the Kyrgyz portfolio.
· Identify areas where SIO requires targeted advisory support, and where the regulator requires legal and regulatory clarity, in order to proceed with structured reinsurance procurement.

2. Development of Outward Reinsurance Strategy
Based on the results of the analytical stage, the Consultant will develop a comprehensive outward reinsurance strategy, including:

· Identify appropriate risk layering frameworks suited to the Kyrgyz context, including proportional vs. non-proportional structures (for example, but not limited to: excess-of-loss, quota share, stop-loss). This should incorporate findings from the risk-based tariff calculations and solvency assessment previously developed for the insurance program, while also considering the future strategic direction and growth trajectory of the scheme.
· Define retention levels based on updated solvency capital requirements (e.g., 1-in-100-year event) and affordability thresholds, ensuring consistency with the SIO's evolving capital base.
· Clearly define the strategic rationale for pursuing reinsurance, including how it addresses capital adequacy gaps, stabilizes financial outflows during extreme loss events, and reduces dependence on government transfers or ad hoc fiscal interventions.
· Prepare reinsurance strategy options, each with quantified financial implications for SIO, including premium costs, expected capital relief, retained versus transferred risk metrics, and a detailed assessment of the fiscal exposure to the state under each option. This should include consideration of whether a government guarantee is explicitly or implicitly required, and how such exposure could be structured, limited, or phased over time. 

3. Market Engagement
As part of this stage, the Consultant will ensure that the compulsory insurance program is prepared to engage with the international reinsurance market, including:

· Identify and liaise with international brokers, reinsurers, and other relevant partners active in the region (e.g., the Turkish Catastrophe Insurance Pool (TCIP) or regional risk-sharing initiatives), as well as private market reinsurers to better understand the market landscape, market appetite and indicative pricing.
· Prepare a reinsurance information pack, developed in close coordination with interested reinsurers or brokers, that includes the technical data and documentation typically required for underwriting and pricing purposes. This should go beyond basic marketing content to include exposure profiles, catastrophe model outputs, historical loss experience, claims protocols, risk mitigation efforts, and capital adequacy information. The objective is to ensure that the material meets international market standards and is co-designed to reflect reinsurer needs and preferences.
· Recommend procurement and contracting approaches aligned with good practices in sovereign reinsurance purchases, building directly on the strategic objectives and market intelligence gathered in earlier stages of the assignment. These recommendations should be tailored to the operational context and maturity of the SIO, and reflect feedback received from reinsurers and brokers during engagement activities, ensuring consistency between the reinsurance design, market outreach, and eventual procurement process.

4. Operational Readiness and Implementation Plan
At the final stage, the Consultant will develop practical mechanisms for implementing the reinsurance strategy, including:

· Propose institutional arrangements and capacity requirements for annual reinsurance renewal, including pricing negotiations, contract management, and performance review.
· Prepare a time-bound implementation roadmap that consolidates the outputs from prior phases and translates them into actionable next steps. This should include clearly defined preconditions for market testing, required financial analysis, internal approvals, and any necessary Know Your Customer (KYC) or onboarding requirements set by reinsurers. The roadmap should also ensure alignment with the risk layering strategy, selected reinsurance model, and market engagement outcomes to support a seamless transition from planning to execution.

IV. [bookmark: _heading=h.1t3h5sf]REPORTING AND APPROVAL PROCEDURES
Table 1: Deliverables and timeline
	Phase 
	Deliverables

	Stage 1. Review of Current Reinsurance Practices and Institutional Environment
	Report No. 1:
● Comparative analysis of 2-3 options for the structure of outward reinsurance, including a preliminary assessment of the financial implications and fiscal risks

	Stage 2. Development of Outward Reinsurance Strategy
	Report No. 2:
● Draft comprehensive strategy, including cost-benefit analysis, retention levels, risk allocation, and institutional mechanisms.

	Stage 3. Market Engagement
	Report No. 3:
● A package of materials for market engagement. Information and technical materials for brokers and reinsurers, prepared in accordance with international practice.

	Stage 4. Operational Readiness and Implementation Plan
	Report No. 4:
● Final report incorporating the Client's comments, including a phased roadmap for strategy implementation.



The Consultant shall provide reporting materials in accordance with the scope of services specified in these Terms of Reference and within the established deadlines. All reports shall be reviewed and approved by the Client in accordance with the procedure set out above.
All reports shall be submitted by the Consultant in electronic format in Russian and English in MS Word format. The Client shall review the submitted reports and, within 10 (ten) business days, send the Consultant comments or a notification of approval. If comments are received, the Consultant shall revise the report and submit a revised version within 10 (ten) business days from the date of receipt of the comments. The Client shall review the revised report and, within 5 (five) business days, make a decision on final approval or send additional clarifying comments (if necessary). Approval of the relevant report shall be the basis for moving on to the next stage of the task.
Upon completion of all stages of work, the Consultant shall prepare and submit a final report, which shall include:
- a description of all work performed within the scope of the assignment;
- an analysis of the achievement of objectives and expected outcomes;
- key conclusions and recommendations;
- a description of the risks to the sustainability of the strategy implementation and measures to mitigate them;
- a final roadmap for the implementation of the outward reinsurance strategy.
Upon completion of each of the activities, the Consultant shall provide a complete set of reports in the following format:
• 2 (two) copies of bound sets of documentation in paper form in Russian;
• 1 (one) copy of the documentation set on electronic media (in Russian and English).
All reports, documents, and any products developed within the framework of the project will be the property of the Financial Supervision and Financial Market Regulation Service.


V. EXPECTED OUTCOMES
	Outcomes
	Deadlines

	1. Analysis of the current risk distribution and reinsurance arrangements in the domestic market.
A comprehensive analysis of the current institutional, financial, and regulatory environment in terms of catastrophic insurance risk management was conducted, including existing reinsurance practices, risk retention levels, the availability of reserves, and government guarantees.
An analytical report was prepared and approved, containing a comparative assessment of possible reinsurance structure options and their preliminary financial and fiscal implications.
	No later than the 6th week from the date of the contract's entry into force

	2. Developed outward reinsurance strategy.
A draft comprehensive outward reinsurance strategy has been prepared, including:
· justification of the selected risk distribution model;
· calculation of optimal retention levels;
· assessment of the financial implications for the SIO;
· analysis of potential risks to the state budget;
· recommendations on the use and limitation of state guarantees.
The strategy reflects a phased approach to implementation, taking into account the institutional and financial readiness of the compulsory insurance program.
	No later than the 12th week from the date of the contract's entry into force

	3. Readiness to engage with the international reinsurance market.
A complete information package has been prepared for interaction with international reinsurers and brokers, in accordance with underwriting requirements and international market practice, including technical, analytical, and marketing materials.
The compulsory insurance program is ready for market consultations and subsequent placement of reinsurance coverage.
	No later than the 16th week from the date of the contract's entry into force

	4. Practical roadmap for strategy implementation.
A phased roadmap for implementing the outward reinsurance strategy has been developed and approved, including:
· a sequence of actions for placing and renewing reinsurance coverage;
· institutional management, capacity requirements and coordination mechanisms;
· requirements for internal approvals and procurement procedures;
· interrelationship with budget planning, solvency assessment, and tariff policy.
	No later than the 28th week from the date of the contract's entry into force



VI. PAYMENT SCHEDULE
	Deliverables
	Payment in %

	Report #1
	20%

	Report #2
	30%

	Report #3
	20%

	Report #4
	30%



VII.  IMPLEMENTATION PERIOD
The Project implementation will last for 7 months from the date of commencement of the contract and 12 months of advisory support after completion of the main contract.

VIII. CLIENT’S INPUT
The Financial Supervision and Financial Market Regulation Service will provide the necessary documents to ensure the effective implementation of the project objectives.

IX. QUALIFICATION REQUIREMENTS FOR CONSULTANT
At the Expressions of Interest stage, the Consultant must meet the following minimum requirements:
1. Experience in insurance and/or reinsurance management: Proven experience in completing at least two (2) similar projects over the past 5 years related to developing reinsurance strategies for national-level insurance programs.
2. Proven experience in interacting with government agencies, financial regulators, or state insurance organizations.
3. Experience in analytical and methodological support of insurance and reinsurance processes: Proven experience in at least two (2) projects involving the assessment of reinsurance structures, development of outward reinsurance strategies, preparation of market‑engagement materials for reinsurers and brokers, and/or the design of institutional and operational frameworks for reinsurance procurement and implementation. 
Evaluation of the technical proposal (at the technical proposal stage)
The number of scores assigned to each of the listed positions should be determined taking into account two sub-criteria and the corresponding percentage share:
· Methodology and work plan - 30%
· Experience and qualifications of key personnel - 70%

Qualification requirements for key personnel (at the technical proposal stage)
The Consultant's team shall consist of at least one team leader, an expert in reinsurance/catastrophic risk management, a financial/actuarial expert, and a local project coordinator.

Key personnel evaluation criteria
During the evaluation of the technical proposal and key personnel qualifications, the Consultant will need to demonstrate that it has personnel with the relevant experience and qualifications as specified below.

	#
	Position
	General qualification
30%
	General experience
30%
	Specific experience
40%
	Scores


	1.
	Team Leader
	Higher education in finance/economics, insurance, or related professions.
	Project management experience – at least 5 years.
	At least 5 years of experience in projects related to insurance/reinsurance. Experience in developing strategic documents or advising on government programs is an advantage.
	20

	2.
	Reinsurance/catastrophe risk management expert
	Higher education in insurance, finance, or risk management
	At least 7 years of experience in reinsurance or catastrophe risk insurance
	Experience in participating in projects involving the structuring or placement of reinsurance coverage, including for government programs or insurance pools, is a significant advantage.
	25

	3.
	Financial/actuarial expert
	Higher education in finance, economics, and insurance.
	At least 5 years of experience in financial analysis, risk modeling, or solvency assessment
	Experience working with insurance or reinsurance portfolios, including loss analysis and risk instrument structuring, is an advantage.
	25

	4.
	Local project coordinator
	Higher education in finance, risk management, statistics, or related professions.
	At least 3 years of experience in insurance, financial regulation, or related professions
	Fluency in Russian (required) and Kyrgyz will be a significant advantage.

Direct experience of working with governments and practical knowledge of institutional structures for large insurance/reinsurance programs is considered an advantage.
	30






Annex: Clarification Questions and Expected Outcome from the Reinsurance Strategy Assignment
This annex outlines two sets of questions that provide the foundation for the Development of Outward Reinsurance Strategy to support the mandatory insurance program. These questions are directly linked to the Terms of Reference (ToR) and are intended to guide engagement, scoping, and implementation.
· Table 2 lists clarifications to be provided by the Government and SIO before the consultancy commences. These inputs will be needed to establish an accurate baseline and ensuring the consultant can deliver on key aspects of the assignment.
· Table 3 outlines the critical policy, financial, and operational questions that the consultancy is expected to resolve through its technical work. These questions reflect the anticipated outcomes and deliverables of the ToR and will form the basis of an actionable, well-calibrated reinsurance strategy.
	Category
	Clarification Question
	Why This Is Needed

	Strategic Direction and Institutional Mandate

	What is the current intent: does the Government plan to create a pooled insurance entity, or will the SIO remain the sole operator?
	Determines whether consultations and risk-sharing models focus solely on SIO or are market-wide.

	
	What is the primary public policy objective of the scheme (e.g., insurance market development, fiscal resilience)?
	Shapes the purpose of the reinsurance structure and the degree of government involvement or subsidy.

	
	Which institution(s) hold legal or decision-making authority to approve reinsurance purchases or enter into contracts with reinsurers?
	Necessary for defining roles, sequencing procurement, and ensuring implementation feasibility.

	Financial Arrangements and Risk Retention

	Is there a dedicated fund or reserve for claims or reinsurance purposes? If so, what are its sources of funding, investment policy, drawdown conditions, and current balance?
	Determines the scope and sustainability of retained risk and reinsurance affordability.

	
	Are any formal or informal government guarantees in place to cover excess losses? If yes, how are they triggered and accounted for?
	Needed to quantify fiscal exposure and structure risk transfer layers accordingly.

	
	Can the SIO accumulate and manage retained earnings, or are surplus funds transferred to the state budget?
	Impacts feasible retention levels and the build-up of risk capital over time.

	Legal, Regulatory, and Operational Conditions

	Are there any restrictions or regulatory conditions on the SIO’s ability to procure international reinsurance?
	Affects procurement options and engagement strategy.

	
	Is there any draft legislation or pending regulatory reform that could impact the mandatory insurance scheme or its financial governance?
	Ensures recommendations align with upcoming legal changes.


Table 2: Clarification Questions (Government and SIO) (Inputs)
	Category
	Outcome Question
	

	Strategic and Structural Design
	What is the most suitable reinsurance structure (e.g., excess-of-loss, quota share) for the SIO’s portfolio and risk appetite?
	

	
	What should the optimal retention level be to balance affordability, capital protection, and solvency stability?
	

	
	What are the fiscal implications of different reinsurance scenarios, and how can government exposure be structured and limited?
	

	Market Readiness and Broker Engagement
	What appetite exists among reinsurers for covering the SIO portfolio under different program designs?
	

	
	What information and underwriting data must be provided to secure interest and competitive pricing?
	

	Institutional Implementation
	What institutional options (e.g., SIO, pool, separate agency) are best suited to managing the reinsurance program? [If applicable, depending on Inputs]
	

	
	What capacity gaps exist in SIO or related institutions that may need to be addressed to operationalize the reinsurance strategy?
	

	Roadmap and Policy
	What legal or procedural changes (e.g., procurement policy, reporting obligations) are required to implement the strategy?
	

	
	How should the reinsurance purchasing process be linked to annual solvency reviews, budget planning, and tariff-setting?
	

	
	What communications or policy coordination efforts are needed to align reinsurance with broader fiscal risk management or disaster response frameworks?
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Table 3: Target Outcomes from the ToR Activities (Outcomes)
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