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An Introduction to the Flood Re Audit Process 

Flood Re is a publicly accountable body and will report directly to parliament. Under these obligations 

Flood Re needs to be able to demonstrate that it provides value for money and can mitigate the risk 

of unnecessary additional costs being paid for by public money.  

A key control to make this happen is the implementation of a robust and transparent audit process to 

ensure insurers are operating within the Scheme guidelines and ultimately in the best interest of 

consumers.   

This document sets out our approach to both primary and secondary audits and the framework and 

engagement ceding insurers can expect. 

The Rights of Flood Re to Undertake Audits 

Flood Re rights of audit are as specified in the Reinsurance Treaty: 

� Flood Re will conduct primary audits of ceded Flood Risk Elements and submitted claims to 

monitor and enforce compliance with the provisions of the Reinsurance Treaty. 

� Flood Re retains the right to audit any underwriting bordereau submissions. 

� Inwards Reinsureds are advised to ensure that their systems enable Flood Risk Elements ceded to 

Flood Re to be audited. If, during a primary audit, material non-compliance with the provisions, 

including the Conditions for Cover of the Treaty, the Underwriting Manual or any Water Act 2014 

Provision is detected, Flood Re reserves the right to conduct a fuller secondary audit at the 

expense of the Inwards Reinsured. 

What is a Primary Audit? 

A Primary Audit is a review undertaken from a statistical sample of risks ceded and claims made from 

all insurers. The audits are a continuous process undertaken on behalf of Flood Re by the Managing 

Agent to determine whether policies have been ceded and claims have been managed in accordance 

with the Scheme rules and guidelines.  Any subsequent information required to complete the audit 

will be requested directly via the contact details provided through the on-boarding process. Areas 

which may form part of the primary audit will include but are not limited to:  

Policy Ceding 

� Appropriateness of late/retrospective and/or irregular submission of risks  
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� Accuracy of the use of the FRid 

� Accuracy of address matching where offline property data is used 

� Eligibility of policies ceded to Flood Re 

� Accuracy of premium calculations 

Claim Management 

� Notification of reported claims in a timely manner following an event 

� Claims made are within the scope of Flood Re (storm claims and fine art claims meet specified 

criteria) 

� Reasonable fee amounts have been charges and are not extraneous   

� Consistent reserve and claim movements  

� Indemnity payments are an acceptable % of sum insured 

� Consistent treatment of claims made which have occurred as a result of larger surge or CAT event  

To support an effective audit, the Inwards Reinsured must cooperate with the Managing Agent by 

making available policy and claims files and other connected information, if reasonably requested to 

do so. 

What is a Secondary Audit? 

The secondary audit is insurer specific and follows a primary audit should material non-compliance 

with the Provisions, including the Conditions for Cover of the Treaty, the Underwriting Manual or any 

Water Act 2014 Provision be detected. 

Flood Re reserves the right to conduct this fuller secondary audit at the expense of the Inwards 

Reinsured. Prior to the commencement of any audit of this nature you will be contacted by Flood Re. 

Flood Re will appoint a third party to undertake the audit on their behalf and will work with the 

Inwards Reinsured to agree the scope and timing of the audit. The secondary audit scope will be 

influenced by any adverse findings of the primary audit.  Terms of reference will be issued referencing 

the primary audit exceptions identified.  

Audit Output 

Following a primary audit any issues found that require attention will be communicated to the 

Inwards Reinsured as appropriate.  
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Following a secondary audit, full engagement will take place with the Inwards reinsured with a final 

report issued.  This will include audit findings, recommendations for corrective action, owners and 

target completion dates.  The Inwards Reinsured will be able to formally respond to the audit findings 

whilst in draft format prior to the report being finalised.  

Flood Re Response to Audit Findings 

Flood Re has a duty of responsibility under the Reinsurance Treaty, Water Act 2014 and Underwriting 

Guide to ensure all policies ceded, and claims made, are within the provisions specified.  Following a 

Primary and/or Secondary Audit, Flood Risk elements which do not fulfil the eligibility criteria 

specified may be excluded from cover and cancelled. 

Any claims found to be outside of the eligibility criteria, Covered Loss and/or in breach of the 

provisions, including the Conditions for Cover of the Treaty, the Underwriting Manual or any Water 

Act 2014 Provision may be invalidated and any claims payments already made on these to the 

Inwards Reinsured will become repayable to Flood Re. 

Challenging Audit Findings and/or Exclusions 

There may be occasions where Inwards Reinsureds wish to challenge the audit findings of Flood Re or 

the sanctions applied as a result of audit findings by Flood Re.   

Flood Re will work closely with the Inwards Reinsured to monitor, prevent and resolve any issues 

regarding compliance prior to making decisions on breach of conditions and/or sanctions. 

A formal dispute framework has been documented which can be initiated at any stage by the Inwards 

Reinsured and is available upon request. 

Further Information 

If you require further information on the audit process, please contact the Flood Re Service desk on 
03300 234 131.	


