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Setting the Table s

: SARIASE
Basics & Vocabulary —l—

e




The Basics

Types of Division of Manner of
Reinsurance Risk Cession

Excess of Automatic

Coinsurance

Retention

YRT Excess Pool Facultative

First Dollar

ModCo Both

Quota Share
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Key Vocabulary and Concepts

‘ Inforce v. New Business

‘ Issue Age v. Aftfained Age

‘ Inforce Management
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A Guided Tour SARIASY
Key Provisionsiin a Life Treaty ——ld—




Life Reinsurance Treaties — Key Provisions

Scope of Agreement *What does the Agreement cover?e
Mechanism for Ceding Risks *How can the cedent fransfer risk to the reinsurer?

Underwriting *What standards did the cedent agree to follow?

Premium Accountfing & Premium eHow are premiums calculated, and when can they be
Guarantees changed?

*How much risk is the cedent retaining for itself, and when can it
take risk back from the reinsurer?

*When does the reinsurer have a duty to pay claims?
Policy Changes / Lapse / Conversion *What happens when a reinsured risk changes?

Transfer / Continuity of Business *Protections against counterparty riske

Good Faith / Hounourable

. ithe
Engagement What does the Treaty say about the duty of utmost good faith?
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Life Reinsurance Treaties — Scope of Coverage

Seope of Coverage

This Agreement applies to all directly issued insurance policies and supplemen
benefits and riders listed in Exhibit A (hereinafter referred 1o 25 “police” o
“policy™) and issped in 2 jurisdiction in which the Company is properly hoenssd (g
and afler the effective date of this Agreement, the Company will cede and the
Reinsurer will accept its share of the benefits specified in Exhibil A in aceordance
wilh the terms of this Agreement. The policies accepted by the Beinsurer will ke
hereinafter referred o as “Reinsured Policies.”

The Company may not reinsure the retained amounts specificd in Exhibit D oo any
basis without the Reinsurer's prior writlen consent,

Thiz Agreement does not cover the following unless specified elsewhere:

a) Moncontractual policy changes of group conversions; of

b Policies issued under a program where full current evidence of insurabiby
consistent with the amount of insurance is not ohtained, or where canyentizd

selection eriteria an: not applied in underwriting the risk; o

) . . N s ih
(il Any conversion of a previously issued policy that had been reirsumes W
inother reinsurer.

Each Remsured Policy most provide for the maximum periods of spicsde
contestability protection permitted by applicable lnw,

Questions to Ask

 What type of risk does this
Agreement covere

e How can the cedent bind
the reinsurer on riskse

* What does the
Agreement not covere

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4™ Ed.) at p.
662 (Sample Life Treaty)
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Life Reinsurance Treaties — Automatic Reinsurance

Conditions for

Automatic Coverage

e Policy must be “covered
under this Agreement”

e Cedent Retains amount
stipulated in Exhibit D

e Reinsurer accepts risk up
to Automatic Acceptance
Limits specified in Exhibit E

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at p.
663 (Sample Life Treaty)




Life Reinsurance Treaties — Automatic Reinsurance (Exhibit A)
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Defining the Covered

Business

e “All Product” v. Specified
Products

e Riders and other non-
mortality benefits

e Jurisdictional Limitationse

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at p.
687 (Sample Life Treaty)




Life Reinsurance Treaties — Automatic Reinsurance (Exhibit D)

Exhibir D
The Compuny's Retention LEnity

P L e Defining the Retention
._ i - - e Quota share v. Excess
- - = e Maximum retention limits

It e anderatod That cie omos sined by the Camepany i ludes it relentica uaded amy i

toroe policies witoun e bencfi ol Gther rominanace

e Specialized sub-limitse

T arwEr ol 1o pshi Wi,

Acaidynital Deso Femefine

T Compasy willl potain on Lale beeefits bofore goplying its ratenton to A D bencfils,

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at p.

Hink Hesewiban:
695 (Sample Life Treaty)
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Life Reinsurance Treaties — Facultative Reinsurance

Facalinibve Feliniuranc:
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See Tiller & Tiller, Life, Health & Annuity Reinsurance (4t Ed.) at p.
663 (Sample Life Treaty)

Conditions for Facultative

Consideration

* Reinsurance would exceed Automatic
Acceptance limits

e Cedent intends to retain less than its
automatic retention

* The new policy (plus any prior
coverages) would exceed the Jumbo
Limit

* The cedent previously submitted a
facultative application on the
individual for another policy

* The cedent chooses to submit the
policy for facultative consideration




Life Reinsurance Treaties — Premium Accounting
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Life Reinsurance Treaties - Premium Accounting (Exhibit C-1)

Rates aml Terms for [Specilic Plan Nivme(sj]
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= Premium Calculation

* Rates are set out in sub-parts of
Ex. C-1

e Premiums are product of rates
and the NAR, less the
appropriate allowance.

* Allowances can vary by class
and duration.

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4t Ed.) at p.
692 (Sample Life Treaty)




Life Reinsurance Treaties — Premium Rate Guarantees
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See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at
p. 692 (Sample Life Treaty)

=1 Premium Guarantee

e One year only
e “Reserves the right”

* Option to recapture in lieu of
paying rate increase.

mm NO Reserve Financing

e Reinsurer won't hold reserves
required to be held by the
cedent




Life Reinsurance Treaties — Changes to Inforce Policies

Ly, e i.-||._-1
.

mull =l wlloml owl] Ty

=_1
-

Coavcrsions

Pahiy Chonges
Roductions

oLt
Famctabemivile
Reisamace Limrs

mey  Conversions

*What happens if a policy reinsured to the Treaty converts to another type of
producte

mml Policy Changes

*What happens if the plan, amount, or premiums of a policy are changed?

= Reductions

*What happens if the amount of insurance on a reinsured policy is reduced?

*What happens if a reinsured policy lapses?e

= Reinstatements

*What happens if a lapsed or terminated reinsured policy is reinstated?

e Minimum Reinsurance Limit

*Establishes a floor on the amount of net amount at risk for reinsured policies.




Life Reinsurance Treaties - Increase in Retention & Recapture

g1  Retention Limit Change o Retention Limit Changes

Ii the Company changes its retention limit (hereinafier “Retention Limit"}, it will

provide the Reinsurer with written notice of the new Retention Limit at least 90 days e Retention limits are the maximum dollar
prior to the effective date. Changes to the Company's Retention Limits in Exhibit D f of risk that 9 ¥ will fai

will not affect the Reinsured Policies in force at the time of such a change except as amount ot ris ar ceaent willretain on A
specifically provided for elsewhere in this Agreement, and will not affect the given life.

Automatic Acceptance Limits in Exhibit E unless mutually agreed in writing by the
Company and the Reinsurer.

* As set forth in Ex. D, can vary by age and

If the Company decreases its Retention Limit, no reinsurance may be ccd_cd on an .

automatic Easls until the parties have reviewed and eilher expressly ﬂ"'"“}‘d ol risk class.

revised the terms specified in Exhibit C-1 and the Automatic Acceptance Limits set

out in Exhibit E » Companies increase maximum limits

when they decide they can internalize

82 Recapture more risk.

Option | . P

]licgnsuredllynlicics will not be eligible for recapture, w[tlﬁthcr d:i: to an mciﬂ;scﬂin

» Company's retenti therwise. The Reinsurer will consider a request by the ; it ;
e Company's eteton o e, 1 St W e 0 e * Retention limit increases are prospective
e e only, unless requirements for recapture
; are met.

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4t Ed.) at
p. 669 (Sample Life Treaty)



Life Reinsurance Treaties - Increase in Retention & Recapture

|Oiption IA Excesy Share|
The Company may opply an increase in 11§ Retention Limit to reduce the amoyy of

infaree nelnsurance ceded on an outomatic basis provided that;

5 The Comipiny givis the Reinsurer imevocable written notice of iis ilenting

10 recapiure,; and

b} Recapture will be effected on the next aniversary of exch Reinsured Pol icy
cligible for reeapiure uniess .'I_urt'l.'d otherwise by both parties and with o ( | I “ I On ReCO pTU e
recaptire being made wntil the Reinsured Policy has been in force for the ..
period specified in Exhibit C-1. Fora wonversion or re-entry, the recapture ( d T
terms of the original policy will apply and the dumtion for the recaptupe onaitions
periiod will be measured from the effective date of the original pelicy; and

The Company has maintained, fom the time the policy wes issued, ity ful]
refenition as set oul in Exhibit D, and has applied its increased Retention
Limsit 1o all categories set oul in Exhibit D,

)

In applying its increased Retention Limit i Reinsured FPolicies, the e and . .
mortality mating al the time of issue will be used W determing the amount of the [ ) NO‘I’lce Pe”Od
Company's inereased reention, The amount of reinsurunce eligible for recapmre will *
be the difference between the amount originally retained wnd the amount the
Company would have retmined had the new retention becn in effect at the tme of
issue. The amount of remsumnce eligible for recapture will be determined based on
the reinsurance net amoont at risk as of the date of recapture. If there is reinsirance
with other reinsurers on risks eligible for recaplure, the reduction will be applied pro
rata to the total oulstanding reinsurance.

Recapture Period.

Recapture Is optional, but il any reinsured business is recaptured, all efigitle
remnsured business defined as similarly underwritten must be recoprured. In addition,
all life risks reinsured under any other reinsurnnce agreement between the Reinsurer
and the Company which are eligible for recapture must be similerly recaptured, No
reserves for the recaprured business will be paid to the Company by the Reinsurer.

Retention Requirement.

Effective as of the recapture date, the Reinsurer will not be liable for any eligible
business which was overlooked, The parties’ obligations for any recapiured business
will be limited to those relating Lo events or circumsionces arsing of aceurring
héefire the recaprure dete, including payment of the lerminstion seftlement amount.

Anti-Cherry Picking.

Upen recapture, exch party will be deemed to be fully and finally released from all .
abligations under this Agreement with respeet 1o the recaptured business See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at
p. 670 (Sample Life Treaty)



Life Reinsurance Treaties - Increase in Retention & Recapture

al

bl

gl

[Option 2B Quota Share|

Reinsured policies will not be eligible for recapture due solely to an increase in the
Company's quota share percentage retained. The Company may apply an increase in
it Retention Limit 1o reduce the amount of inforce reinsurance ceded on an
automatic basis provided, however, that:

'he Company gives ins
e Lonp e cs the Rinsyirey un reyornhla itie i
imtentien 1o recapure; and Whitlen notice of iis

Recapture will be effected on the nex inive
gligible for recapture unless ngreed L.'ILI'!L'T‘-'lr'I;
recapture h?ing made until the Reinsuneg Boltiy g e .
period spectfied in Exhibit C-1. For o COnVersion or m::i: 2 I;:j[m .mr e
{ETTiS i!nf.1ih': original policy wil| apply and the dﬂrﬁlmr:][:ﬁ- Ilhn. J'fr.f[‘lurr
period will be measured from the effective date of the original ﬂﬂﬁc;".'ti.!lx:[um

rsary of each Beinsured Policy
e by both parties and with ng

Thu I',_'Iulfl'lpﬁl'l.!i' has rl‘l.iillﬂtl.]mc{L |-|_'|]|t'| the UITIﬂ thio ]'.ll:l]il.."l." W Iﬁ\hul".‘d jIS quota
share refention as set out in Exhibit D, and has upplied its increased
Retention Limit o all catepories set out in Exhihit .

Common Recapture

Conditions

Notice Period.

Recapture Period.

Retention Requirement.

Anfti-Cherry Picking.

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4™ Ed.) at
p. 671 (Sample Life Treaty)




Life Reinsurance Treaties - Payment of Claims

mm Contestability Period”
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See Tiller & Tiller, Life, Health & Annuity Reinsurance (4™ Ed.) at
p. 672 (Sample Life Treaty)




Life Reinsurance Treaties — Duration of Agreement

[

Durstion ef A provmyut
Thix Agrecmecni is unlimited 45 o irs duraion,

Thi Retrmuincr of e Compuny muny ismesale this Agresment or any plan liskod
Exhibit A with respect fo the remsurance of mew business by piving ot lens 9 dey!
wrdlz mabiee of Erminatioa o the ker party or parsussl 10 ATkl 150 of his

. Dhring th 9 day matification peol, dhe Compesy will conting
cede and die Reinsurer will continue o seeept polioscs poverad under the fermm of

L Agreemenl

The Reinstmer rerraing liable for 3B Remssursl Policies in {oece s of fe de of e
icrmimation, wel| thew nahwsl evpention, tnless the partms monally decdk
otherwise or a8 spesified oarwise in fhis Agreemere. All- prosisons of ha
Agreement will srvive s wasinglion W (he $xen DeCeSSIry 10 CETY ©F i
jIpCsE

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at

p. 684 (Sample Life Treaty)



Life Reinsurance Treaties — Continvity of Business Practices

st Loty

All Remsursd Palicies will be wssoed and sdoisdtersd i socordence wigh s
Business Guidelioes. The Company will aotify the Rotssurer of My clange sl
maerally adfects the seinsured business, Such changes inclede, bt are not liwised
tn, clrges 10 The Busiress Uuidelings, inchading material changes in promasm iy
or cost af ivarane: rmgs chirged, o marenal change in the targer spread nsed o
mamge crediing mies of in e mcthod used 10 determine. oediting raes, or
puisnmrciig of funcrions sach o enderwntiy, tvinwrance admissiration, or clims,
I the Relnsurer agrees o acopt policies affecied by e ouisourcing, the Compaey
will secure the Romsurer’s righl %o sedit and inspect the pamy perfinming such
matsiead services. This Agreement will oot cover policies affesried by such
champes wrdess the Remsorer bas agreed s wekhsg i advance wilh dhe changes.

If Restnsured Policies are not covered due o & wapproved ookl dangs, ol
pryzests between the Company and the Reupare wilh sespect 1o the affected
Policics shall ke mfmded, exchudme idems relating i peserves or mienesl o0
peservee. Mo Hibiliry shall rerrmin with the Reimsurer with respeet to much Pobicies

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at

p. 683 (Sample Life Treaty)



Life Reinsurance Treaties - Good Faith

3 Voot Goosd Futh
Al radEers il

-H -
||.-'l|‘|'|::.| in ..'"H- .l'll.Fl:'mr" (REUTTRIT 1].": W ponss F]"h '_'I Ei‘h il
jhe Ry 1

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4" Ed.) at
p. 681 (Sample Life Treaty)
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Common Types of Life Reinsurance Disputes
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