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Offshore Annuity Reinsurance Capital —
ficiency or Risk Avoidance?
Private Equity Ownership?

Ed Kohlberg — Director, AM Best
Rosemarie Mirabella — Director, AM Best
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This session has live Q&A — please submit questions via the
“Ask A Question” icon in the session navigation bar
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Business Rationale
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Market Overview
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2022 Reinsurer Domicile Reserve Credit Taken
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Ceded Business by Product Type

Type of Business Ceded % Reserve Credit Taken in 2022 % Reserve Credit Taken in 2021

AXXX Life 18.6 19.6
Fixed Annuities 16.8 15.4
Indexed Annuities 13.7 12.0
Other Annuities 6.1 6.7
Other Life 23.7 23.7
Variable Annuities 3.6 2.7
XXX Life 16.3 18.8
Other 1.1 1.1
Grand Total 100.0 100.0
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Bermuda — Reserve Credit Taken 2022 Affiliated and Non-Affiliated

Reserve Credit Taken in 2022

Reinsurer ($ billions)

1 Global Atlantic Re Limited 43.1
2 Hannover Life Reassurance Bermuda Ltd 36.1
3 Athene Life Re Ltd. 294
4 Martello Re Ltd 16.4
5 Wilton Reinsurance Bermuda Limited 13.9
6 RGA Americas Reinsurance Company Ltd 12.5
7 Freestone Re Ltd 10.0
8 SFG Bermuda Ltd 9.5
9 Kubera Insurance (SAC) Ltd 8.9
10 Ivy Re Limited 7.5

Total 187.3
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Cayman Island — Reserve Credit Taken 2022 Affiliated and Non-Affiliated

Reinsurer Reserve Cred_it_Taken in
2022 ($ billions)

1 Talcott Life & Annuity Re Ltd 13.2
2 Everlake Reinsurance Limited 6.3
3 Knighthead Annuity & Life Assurance Co 2.0
4 North End Re (Cayman) 1.7
5 Tokio Marine RSL Re PIC, Ltd 1.5
6 Aureum Reins Co Ltd 0.6
7 Ludlow Re Spc Ltd 0.5
8 F&G Cayman Re Ltd 0.5
9 Crestline Re SPC 0.2
10 Best Meridian International Ins Co SPC 0.1

Total 26.6
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US — Reserve Credit Taken 2022 Affiliated and Non-Affiliated

Reserve Credit Taken

Reinsurer in 2022 ($ billions)

1 Prudential Legacy Insurance Co NJ 48.0
2 Commonwealth Annuity and Life Ins Co 47.8
3 RGA Reinsurance Co 43.8
4 Hannover Life Reassurance Co of America 34.2
5 Protective Life Insurance Co 24.7
6 Athene Annuity & Life Assurance Co 244
7 Brighthouse Reinsurance Co of Delaware 23.4
8 Security Life of Denver Insurance Co 21.9
9 Empower Annuity Insurance Co of America 214
10 Prudential Arizona Reins Universal Co 19.9

Total 309.5
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Why Bermuda?

* British territory close to the US — originally provided tax advantages for captives

« Cost of capital much less under Bermuda solvency requirements compared
to US statutory

* Increased flexibility of assets that can be added to a portfolio
« Solvency Il equivalence

« Has qualified and reciprocal jurisdiction with the NAIC

— Allows for full reserve credit
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Why Bermuda? (Cont’d.)

Regulatory Developments

* Evolving

* Bermuda being more restrictive

* Business shift?
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Polling Question #1

Do you feel there is a need for increased regulation in this space?
a. Yes
b. No
c. Yes, but should follow US model

d. Depends
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Business Rationale
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Key Players/Form

 Large international reinsurers
 Private equity-owned insurers/stock insurer
- Mutual companies starting
- Property and casualty early days interest
 Side car transactions
- Capital relief/on-demand capital
- Scale

- New investors
« Affiliated/non-affiliated
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Private Equity and Investment Manager-Owned Insurers’ ICRs
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L/A Private Equity and Investment Manager-Owned Insurers —

Admitted Assets
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L/A — Median ROE by Organizational Structure
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Annuity Sales Trends

2020 2021 2022 2023

Individual Annuity Direct Premiums by Quarter
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Polling Question #2

What is the primary business rationale for using offshore reinsurance?
a. Capital efficiency
b. Tax efficiency

c. Competitiveness

d. Other
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Credit Implications — Pros

Necessary for
Market
Competitiveness

Support Balance
Sheet Growth

Capital-Efficient

Geographic Risk Accounting/Tax
Diversification Benefits
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Credit Implications — Cons

Operational
Complexity

Higher Costs
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Building Block Considerations
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Building Block Considerations

Balance Sheet Strength

Lower required capital

Usually, increased investment risk

Liquidity pressures

Collateral requirements/valuation risks

@;:’ iew @) ((freview



Balance Sheet Strength Considerations

Quantitative Qualitative
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Building Block Considerations (Cont’d.)

Operating Performance

» Tax consequences/considerations
 Capital-efficient/faster growth
» Potential for revenue stream diversification

« Additional costs for setting up captives, reinsurance, etc.
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Building Block Considerations (Cont’d.)

Business Profile

« Regulatory
» Operating complexity

» Get to scale faster and improved competitive market position
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Product Profiles

Traditional fixed annuities

Indexed annuities

Pension risk transfer (PRT)

Universal life secondary guarantees

Any other long-dated or capital-intensive product

Block reinsurance transactions
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Building Block Considerations (Cont’d.)

Enhanced operational controls over non-affiliated reinsurers

Heightened global corporate governance

Consolidated stress testing capabilities

Measured growth
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Polling Question #3
What is your company’s position on offshore reinsurance?
a. Use a third party
b. Have an affiliate reinsurance company
c. Have both
d. Looking to get reinsurance

e. Not interested
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Q&A
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© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY
COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR
WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be accurate and reliable. AMB does not audit or
otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information contained herein is provided
“‘AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole or in
part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or
any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including
without limitation, lost profits), even if AMB is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The credit ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information contained herein
are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities,
insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific purpose or
purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other
risk, including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer
consulting or advisory services, nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating
or other opinion must be weighed solely as one factor in any investment or purchasing decision made by or on behalf of any user of the information contained
herein, and each such user must accordingly make its own study and evaluation of each security or other financial obligation and of each issuer and
guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.
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