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Antitrust Notice

The Casualty Actuarial Society is committed to adhering strictly to
the letter and spirit of the antitrust laws. Seminars conducted
under the auspices of the CAS are designed solely to provide a
forum for the expression of various points of view on topics
described in the programs or agendas for such meetings.

Under no circumstances shall CAS seminars be used as a means
for competing companies or firms to reach any understanding —
expressed or implied — that restricts competition or in any way
impairs the ability of members to exercise independent business
judgment regarding matters affecting competition.

It is the responsibility of all seminar participants to be aware of
antitrust regulations, to prevent any written or verbal discussions
that appear to violate these laws, and to adhere in every respect
to the CAS antitrust compliance policy.



The views expressed in this presentation are those of the
authors and do not reflect the position or policy of the
Zurich Group, its employees, insurance policies or clients.
While every effort has been made to ensure the accuracy
of the information in this presentation, the author
cannot assume responsibility for any errors or omissions.
This information should NOT be taken to constitute legal
advice or opinion. Information herein is general and non-
specific and is NOT intended to confer opinions or advice
of any kind. The author disclaims all responsibility and
accepts no liability (including negligence) for
consequences of any person acting, or refraining from
acting, on this information. Additionally, changes in
regulations and legislation may occur quickly. Readers
should perform their own independent research and
seek additional current information on matters which
may affect their rights and/or obligations.



Why do Underwriters Leave Town?

nadequate reserving practices
nability to adequately collect from reinsurers

nsufficient capital for the Company to grow or
maintain operations

Market perception of Company’s viability
Reallocation of capital to other business

Going where grass is “greener”



What Happens As Underwriters
Leave Town

Insolvent schemes

Solvent schemes

Regulatory supervision/liquidation/run-off
— Potential for removal from regulatory control

Managed Run-off



Thoughts When Underwriting

When writing business, controls should exist
ensuring proper documentation

Material documentation, correspondence and
underwriters understanding should be readily
present in underwriting files

Understanding of reason insured chose the
underwriter to cover risk

Think about how to exit strategy for
transaction/business should it sour

Maintain file as risk matures



Moving to Run-Off

e Orderly transition to Run-off
* Prepare plan for ultimate disposal
e Determine possible exit solution(s)



Initial Transition to Run-off

 Maintain staff for orderly transition to provide
— material information on each transaction
— continuing underwriting and claims activities
— possible exit strategies for each transaction
— selection of expected best outcome
— simplified balance sheet

e |ssues include
— Staff morale may be low when entering run-off
— Key individuals may improve outcomes of run-off

— Need to maintain knowledge (through retention or
transfer) of business



Managing Run-off

 Review entire portfolio with
— underwriting perspective
— claims perspective

— reserves perspective
e continuing as an on-going business
e continuing by running off exiting portfolios
* transforming to a disposal of liabilities

e Considerations of various unexpected influences in reserving

— Perceived financial condition may offer opportunities for company in
run-off

— Market views of company may push it to certain decisions

— Analyze contracts for potential to encourage actions of the counter-
party to agree to termination of the (re)insurance contracts



Organizational Considerations

 Run-off is not core to an on-going organization
— requires different competencies
— less enthusiasm for run-off than for new business
— time consuming operation if performed effectively

* Possible set-ups
— run-off of a legal entity

— management of all run-off operations within an
“underwriting” area

— sale of business to third party
— transferal of run-off to a focused group



Potential Exit Strategies

For New York domiciled US reinsurers — Regulation 141
— Managed reduction of liabilities with NYSID approval

Policy buyouts and commutations

Claim settlements

Novations, assumption reinsurance and LPTs
Sale of legal entity

Part VIl transfer

Rhode Island’s Restructuring Act

Vermont’s Legacy Insurance Management Act
Natural expiration



