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Key Vocabulary and Concepts

‘ Inforce v. New Business

‘ Issue Age v. Attained Age

‘ Inforce Management
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Life Reinsurance Treaties — Key Provisions

Scope of Agreement
Mechanism for Ceding Risks

Underwriting

Premium Accounting & Premium
Guarantees

Policy Changes / Lapse / Conversion

Transfer / Continuity of Business

Good Faith / Hounourable
Engagement

*What does the Agreement covere

eHow can the cedent transfer risk to the reinsurer?e

* What standards did the cedent agree to follow?

*How are premiums calculated, and when can they be
changed?

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

* When does the reinsurer have a duty to pay claims?
* What happens when a reinsured risk changes?
* Protections against counterparty risk?

* What does the Treaty say about the duty of utmost good faith?




Life Reinsurance Treaties — Scope of Coverage

Scope of Coverage

This Agreement applics to all directly wsued insurance policies and supplemens
benefits. and diders listed in Exhibit A (hereinafter referred to as “policies” o
“policy™ and issued in a jurisdiction in which the Company 1s properly licenssd O
and after the effective date of this Agreement, the Company will cede and the
Reinsurer will accept its share of the benefits specified in Exhibit A in accordanse
with the terms of this Agreement. The policies accepted by the Reinsurer will &
hereinafter referred to a5 “Reinsured Policies.™

The Company may not reinsure the retained amounts specified in Exhibit D co any
basis without the Reinsurer's prior writben consent,

This Agreement does not cover the following unless specified elsewhere:
al Moncaontractuzl policy changes or group CONVErsIONs; o

i) Policies issued under a program where fiell cument evidence of imurdf_ll'rﬂ-;
consistent with the amount of insurance is not ohiained, of where convenlieg
selection ¢riteria are not applied in underwriting the risk; or

. : , ; il
c) Any conversion of o previously issped policy that had been reingared W8
another reinsurer,

I - i i
Exch Remsured Policy must provide for the maximum periods of smick =
contestability protection permitied by applicable law.

= Questions to Ask

e What type of risk does this
Agreement covere

e How can the cedent bind
the reinsurer on risks?e

* What does the
Agreement not covere

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

Life Reinsurance Treaties — Automatic Reinsurance

Automatic Coverage

Policy must be “covered
under this Agreement”

Cedent Retains amount
stipulated in Exhibit D

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

See Tiller & Tiller, Life, Health & Annuity Reinsurance (4t Ed.) at p.
663 (Sample Life Treaty)
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Life Reinsurance Treaties — Automatic Reinsurance (Exhibit A)

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 (4t Ed.) at p.
687 (Sample Life Treaty)




Life Reinsurance Treaties — Automatic Reinsurance (Exhibit D)

Exhibsir D
The Compuny's Retentlon 1L b

Ltz )
[Fires & [FEais Share
The Commpany will retaan
B v
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Defining the Retention

e Quota share v. Excess
e Maximum retention limits

e Specialized sub-limitse

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




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

Life Reinsurance Treaties — Facultative Reinsurance

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

 Peemiam Aceounding

T Corapany will po the Hemuier presioim B acsnadsnds with 1he= werm HOW Are Premiums CO'CU'OTeda

sacyt [l in FEaladsu iC=|

{he method and reyuireirides il reprorin g o reinining pronlEns a0 speka b e

Fuhibi F * See “Exhibit C-1"

L uarenesy

All armrems due ender tax Agraipeit will be made in LS, Thallsra H oW Are PremIU ms PC“d 2

= Son-Faxmeni af Frominm

crnichiion 1o ke liwbdity of the Resmsre: e See "Exhibit F"

The pyiBcat DF retnsefaics premims 15 o S X i vid
far rensarane afovider by this Agreemeit. IF ransamange praiiiimes 2 h: r |
within & days of the dac dabe, the Reipsires gy iErrainale p=sasumsaes o o

4 rpiuens in arresrs 1 the Renwnor olict b

B elivies aier auch b dny. period, & Wil et give the What Happens if the Cedent Doesn't

Pay?¢

Corpwny o least 15 daya' prioc writkedl potke of s intention mo wrmirsic urch . .
reimmseie. |1 alll rdinssmnor praithdRE 10 DI, ingloding iy which Mey ¢ Relnsurer can Chdrge |n1'ere$1'
Become m arears dormg uxch 15 dwy noixe peried, ae not pid befere the ond of
tha III.'II:II;'If |'||'|I||:||j_ 1I"I: '"_.:m:urr_\.r'n ublil:ﬁ'lll ik rnr |rH|l.|' il L.i".IIIIL"-I rll:{lr".-’ “'ll] h—'

limmited to obligabions relotng W evenis sridng an o before the Ins date Jor which ° Reihsurer can _I_erming_l_e

rrinurmicy premiums ligve |'||1.'“||;r-||.| im fall fisrcach Reinsured Paliey.

e Recinke ki 1 o S S RS K See Tiller & Tiller, Life, Health & Annuity Reinsurance (4 Ed.) at p.
qRisndiagy sl anicen WL e I by e 665-66 (Sample Life Treaty)




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

g Premium Calculation
gates and Terms for [Specific Flun Mimegs )|

| Relmranoe Suucere; e Rates are set out in sub-parts of
1 Ao DEsssii: EX. C']

] FErenyium Mode!

P i i * Premiums are product of rates
5 Premiums: and the NAR, less the
Hasie Preminms: OppropriOTe allowance.

The Compony will poy o 1o e Rarsuer 8 bosic premim cdico e by sl
the net pmoupt al ek of the Bemsured Pobicy, a5 defined o the Net Amoat 4

Auek provasion of this Exkbubol, by the approprite s fram e £ of mi whih °
have been incladed Bolh ol the sad of s Exhesd ond provded .'“-u:m,-l:r 1o tha A”OWOnceS COn VOry by ClOSS
Acirmurer 1 a8 electmnic formet, subjedd 1o the peroentapes shows leloa Tiy Ond dUrO-I-Ion
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fereumder

Folly Year | Fodcy Yoear 14

See Tiller & Tiller, Life, Health & Annuity Reinsurance (41" Ed.) at p.
692 (Sample Life Treaty)




Life Reinsurance Treaties — Premium Rate Guarantees

Wate Cymrantee!

The reisenmcs mics st oul s Exlilad are gascertcod Tor b fiest policy yem
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Comparay for the Remeated Peliche:, the Covnpars may rocapore 18 & it
Hetmssed Pasect on which rensumnce raes have boon inoreesed mepeediboss of th
Reinaued Policios” dumtion iy force, I the Company chods K eayure rinssmace
ermler tam provision, unsaresl premians, e of oulssmbling batssoes, will b pad
by the party wiih the pessitive bamnes

Delsbinars Hesarvei:

Mo deficeney rescoves will I felil ky e Boirmrer fior the Keinsed Pilices,

Premium Guarantee

e One year only
e “Reserves the right”

e Option fo recapture in lieu of
paying rate increase.

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

No Reserve Financing

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




Life Reinsurance Treaties — Changes to Inforce Policies

Article 7

7.1 Conversions
7.2 Policy Changes
7.3 Reductions

7.4 Lapses

1.9 Reinstatements

1.6

Reinsurance Limits

Conversions

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

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?

Reinstatements

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

Minimum Reinsurance Limit

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




Life Reinsurance Treaties — Increase in Retention & Recapture

; ion Limit Ch c . .
g4 Retention Limit LUANgS m Retention Limit Changes

If the Company changes its retention limit (hereinafler “Retention Limut”), 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 t of risk that q b will fai

will not affect the Reinsured Policies in force at the time of such a change except as qmoun OT IS ar ceaent wilrerain on d
specifically provided for elsewhere in this Agreement, and will not affect the gliven 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 -::cd:ad on an .
aum:nutic 'tf:usis until the parties have reviewed and either expressly affirmed or risk class.
revised the terms specified in Exhibit C-1 and the Automatic Acceptance Limits set
S i « Companies increase maximum limits
when they decide they can internalize
82  Recapture more risk.
(Option | . _—
]lit:ipnﬂuredl]’nlicicq will not be eligible for recapture, whether d:c W an mc??i;n
: A : s The Rein: ill consider a request by the . e g )
e il ke i it v Compuy s s « Retention limit increases are prospective
ympany o recapture, bul will a = ot .
R;nfmﬁ i u['fm recapture terms. 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

[Option ZA Excess Share]
The Company may apply an increase in its Retention Limit to reduce the amoug) qf

infarce reinsurance ceded an an nutomatic basis provided that:
The Compuny gives the Reinsurer irrevocable written notice of its intentig,,

a}
1o recapture; and

B Recapture will be effected on the next anniversary of each Reinsured Policy
Common Recapture

eligible for recapture unless agreed otherwise by both parties and with ng

recapture being made until the Reinsured Policy has been in force for the ..
period speeified in Exhibit C-1. For a conversion or re-entry, the recapture C O n d I.I.l O ns
terms of the original policy will apply and the duration for the recapture
period will be measured from the effective date of the original policy; and

The Company has maintained, from the time the policy was issued, is fi)
retention as set oul in Exhibit 2, and has applied its increased Retention
Limit to all categonies set out in Exhibit D.

c)

In applying its increased Retention Limit to Reinsured Policies, the age and . .
morality rating at the time of issue will be used to determine the amount of the ] N O'I'lce PerIOd

Company's increased retention. The amount of reinsurance eligible for recapture will *
be the difference between the amount originally retained and the amount the
Company would have retained had the new retention been in ¢ffect at the time of
issue. The amount of reinsurance eligible for recapture will he determined based on .
the reinsurance net amourt at risk as of the date of recapture. If there is reinsurance R .I. P d

with other reinsurers on risks eligible for recapiure, lhﬂal‘?dwtmn will be applied pro ¢ e C O p U re erl O .
rata to the tolal oulstanding reinsurance.

Recapture is optional, but if any reinsured business is recaptured, all eligible
reinsured business defined as similarly underwritten must be recaptured. In addition,
all life risks reinsured under any other reinsurance agreement between the Reinsurer
and the Company which are eligible for recapture must be similarly recaptured, No
reserves for the recaptured business will be paid 1o the Company by the Reinsurer,

Retention Requirement.

Effective as of the recapiure date, the Reinsurer will not be liable for any eligible
business which was overlooked, The parties’ obligations for any recaptured business
will be limited to those relating to evenis or circumstances arising or oceurring

Anti-Cherry Picking.

hefore the recapiure date, including payment of the termination settlement smount.

Upon recapture, each party will be deemed to be fully and finally released from #ll . ] ] ] .
abligations under this Agreement with respect to the recaptured business, See Tiller & T|IIer, L/fe, Health & Annu:ty Reinsurance (4th Ed) at
p. 670 (Sample Life Treaty)




Life Reinsurance Treaties — Increase in Retention & Recapture

[Option 2B Quota Share|

Heinsured policies will not be eligible for recapture due solely (o an increasc in the
Company's quota share percentage retained. The Company may apply an increase in
its Retention Limit 10 reduce the amount of inforce reinsurance ceded on an
automatic basis provided, however, that!

a)

bl

o)

Ihe Company gives the Reinsirer gp irevocable wri -
intention Lo recapiure: and writien notice of jis

Recapture will be effected on the next wrnive
eligible for recapture unless agreed otherwis
recapture bemg made until the Reingured
period specified in Exhibit C-1. For i CONVersion or

! L e KT re-entry, the recapt
terms o _1“'- ‘-"'“E“j'“' PU["-IF will apply and the duration I!l':; the WEEIIPILUI;:
period will be measured from the effective date of (he original policy; and

rsary of each Reinsured Policy
Elhj.' both parties and with ng
Policy has been in foree for the

The Company has maintained, from the time the policy was issued, its quota

share I'E“:"‘LI“'-"_' as set oul in Exhibit D, and hos applied its increased
Retention Limit to all categories set out in Exhibit D

Common Recapture

Conditions

Notice Period.

Recapture Period.

Retention Requirement.

Anti-Cherry Picking.

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




Life Reinsurance Treaties — Payment of Claims

Clims Notiee sid Cosaltation mm Confestability Period”

BiFS. 10 B KT Wil npy licahle

ol i reeponsdlsle for the settlement of G i
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reemenl I igat |I||Il 1 the Reasm ' abi b l b, |nsur0nce pOI|C|eS.

¢ possible. The Compagy wy)

I mpany o ||. thi I-! 1L uI W ||I||_ III | sy

s o candibion 1o ihe 'E instirer’s olligninm |I pay -I- '-:::-"”“- I'I"I::'“' making a glaiy,

O i . R il promgiy Notice and Access to Records for
e ||I||| such, the Company may & e ”"~- 1 witho c

:.:..L asulation. The ttms of ELC- Plﬂfp  may Contestable Claims

[galalicl: o ition ||'-1r| the Beinsurer
(JHEaE o B
|l. will |'-rm|| the Re fLns LIt .;.II ||I':||| o, Ine I|I||._ arrwriting

H R e R S A S e Cedents are generally required to

R ) provide reinsurers with notfice and

e e e e e copies of all papers associated with
B N e the claim and relevant to the

the expres

ot .-I.: H]l-.lll.'ll_“f..m ant. :FI|._- Reinsurer will nol parfecipate in any. ex grabs
the Company (i, paymemnts the Company is nol r|,-|:||_|| ol (o M 1 M M M
puym ens made by the Cox Pl e T puymen of teth bseFs by th reinsurer’'s consideration of a claim

Reinsurer will be it one lump sum regardless of the mode of seitterment under the

Peinsured Policy. Benefit payments from the Reinsuarer will be die within 20 doys

of the claim satisfying the requirements. established under this Agreement. The

Reinsurers shire of any inferest paynble under the terms of a Reinsured Policy or R . P v I.d CI 5
ppplicabile law which is based on the death benefits paid by the Compony, will be elnsure rS Gy G I GI | |
piivahle providid that the Refnsurer will not be hable for interest scoring on or afie

the .-_i..l-.- of the Campany's payment of bepeliis nor for interest paid oo preminm
refunds, policy dividends, ar any other component other than the death benefit. The . . HH
Reinsun :-"'\. shipe will be boged wpon the net amount &t risk at the time of death and L For ClOImS OU-I-SIde -I-he ConTeSTO blll-l-y

:.:,_.r,tu same interest mabeé ond dayvs ssed by the Compuny to calculide their inmerest periOd, _I_he ReiﬂSUI’er iS “O ble _I_O .I_he
See Tiller & Tiller, Life, Health & Annuity Reinsurance (4 Ed.) at Com pO ny for The benef”-s relﬂSUred )

p. 672 (Sample Life Treaty)



Life Reinsurance Treaties — Duration of Agreement

16.1

Durution of Agreement

This Agréement is unlimited as 1o 115 duration,

The Reinsurer or the Company may terminate this Agreement or any plan listed i
Exhibit A with respect to the reinsurance of new business by giving ot least 90 dayg*
wrilten notice of termination to the other party or pursuant to Article 15.1 of thig
Agreement, Dunng the 9 day motification penod, the Company will continue g
cede ind the Reinsurer will continue to accept policies covered under the termg of

this Apgresment.

The Reinsurer remains liahle for all Reinsured Policies in force as of the dale of the
termination, until their natural expiration. unless the partics mutually decide
otherwise or as specified otherwise in this Agreement. All provisions of thig
Agreement will survive its termination o the eéxtent necessary o camy out itg

purpose.

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

p. 684 (Sample Life Treaty)



Life Reinsurance Treaties — Continuity of Business Practices

Business Continuity

gl[sinR::SgTeieEﬁg:_m;hjlg be issued and gdminister:?d in accordance with the
_ 1€ Lompany will notify the Reinsurer of any change that
materially affects the reinsured business. Such changes include, but are not limited
to, changes! to the Business Guidelines, including material chmées in premium rates
or cost of Insurance rates charged, a material change in the target spread used to
manage _credjtmg rates or in the method used to determine crediting rates, or
outsourcing of functions such as underwriting, reinsurance administration, or ciai!ms.
If the Reinsurer agrees to accept policies affected by the outsourcing, the Company
will secure the Reinsurer’s right to audit and inspect the party performing such
outsourced services. This Agreement will not cover policies affected by such
changes unless the Reinsurer has agreed in writing in advance with the changes.

If Reinsured Policies are not covered due to an unapproved material change, all
payments between the Company and the Reinsurer with respect to the affected

Policies shall be refunded, excluding items relating to reserves or interest on
reserves. No liability shall remain with the Reinsurer with respect to such Policies.

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

p. 683 (Sample Life Treaty)



Life Reinsurance Treaties — Good Faith

133  Utmost Good Faith

All matters with respect to this Agreement require the utmost good faith of each of
the parties.

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



fe Disputes




Common Types of Life Reinsurance Disputes

Transfer of
Inforce
Business

YRT Rate Contractual
Increases Recapfture

Reinstatement
of Lapsed
Policies

Underwriting

Disputes




uestions ?

Christopher Bello
cbello@genre.com

Thomas Kinney
thomas.kinney@troutman.com
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