RegulatoryConsiderationsApplicable(But Not Exclusivieto Private Equity (PE) Owned Insuger



Requiring filing of additional information regarding the corporate structure, controlling
individuals, and other operations of the company

Requiring the filing of any offering memoranda, private placement memoranda, any investor
disclosure statements or any other investor solicitation materials that were used related to the
acquisition of control or the funding of such acquisition

Requiring disclosure of equity holders (both economic and voting) in all intermediate holding
companies from the insurance company up to the ultimate controlling person or individual but
considering the burden on the acquiring party against the benefit to be received by the
disclosure

Requiring the filing of audit reports/financial statements of each equity holder of all
intermediate holding companies but considering the burden on the acquiring party against the



AIC Commenfrecommended 2 items) These two items will bencluded in the referral to the NAIC
Group Solvency Issues (E) Working Groujits work on Consideration #1.
- RecommendationThe Working Group should assess, among other items: (i) the need to provide
regulatory certainty vis a visvhen and on what basis additial disclosures could be required;
and (ii) whether the additional disclosures would extend approval timeliesbelieve such
items are critical to insurers being able to access the capital markets effectively and efficiently.

Controlis presumed teexist where ownership is >=10%, but control and conflict of interest
considerations magxistwith less thanl0%ownership. For example, a party may exercise a
controlling influence over an insurer through Board and management representation or
contractual arrangements, includimgpn-customaryminority shareholder rights or covenants
investment management agreeme(iMA) provisions such as onerous or costly IMA termination
provisionsor excessive control or discretion given over the investment strategy and its
implementation.Assetmanagement servicemayneed to be distinguished from ownership
when assessing anawsideringcontrols and conflicts.

Regqulatordiscussiorresults:
- Refer this item to the NAIC Group Solvency Issues (E) Working. Bempatorsecognizedhe
integral connection oftte first two considerations. ¢éimsdiscussed:
0 An emphasis otrainingand providing detaile@xamplegdo address the complexity and




o Consider training and examplesuch as uniqueermination clausesand use of sub

advisors with the potential for additive feeasnd strategies to addreshese
This included addressing pushback on obtainingamdiisor agreements as Form
D disclosureand some optional disclosures for the Form A

o0 Given theincreasing pevalence of bespoke agreement®as it make sense to tie this
work in to the work of the NAIC Valuation of Securities (E) Task Force and/or the NAIC
Securities Valuation Office? If yes, how best to do so?

0 Surplus Notes and appropriate interest ratgsen their specialregulatorytreatment,
including whether floating rates are appropriate; follow any Statutory Accounting
Principles (E) Working Group projects related to this topic and provide comments
needed.

RRC CommentyVith respect to an Investment Management Agreement (IMA” (3 bullet potnats)
These bullet points will be included the referral to the NAIC Ri$locused Surveillance (E) Working
Groupfor Consideration #3

AIC Commentsn “Conflict of Interest, Fees, Terminatiof®'individual comments} These
comments will bencludedin the referral to the NAIC Rigtocused Surveillance (E) Working Group
for its work on Consideration #3.

Owners of insurers, regardlesstgpe and structuremay be focused on shetérm results
which may not be in alignment with the lostgrm nature of liabilities in life productg-or
example, investment management feashen not fair and reasonablpaid to an affiliate of the
owner of an insurer may effectively act as a form of unauthorized dividend in addition to
reducing the insurer’s overall investment returns. Similarly, owners of insurers may not be
willing to transfer capital to a troubled insurer.
a. Lfe Actuarial (A) Task Forc\{LFf work addresseshis — helping toensuee the longterm life
liabilities (reservesand future fees to be paid out of the insurare supported by
appropriatdy modeledassets

Regulatordiscussiorresults:

- In addition to LATF’s work, refer this item to the NAIC Riglised Survédnce(E) Working
Group, as it is already looking airse of this workrelated to affiliated agreements and fees
Items discussed:

o0 Capital maintenance agreements, suggesting guidance faappeopriateentities to










Bureau continues to monitor this and issue regular reports, but much of the work is complex
and time-



Requlatordiscussion results:




actively monitoringand working with the insurance companies in an attempt to prevent
the need for any guaranty fund usgges standard corporations holding pension
liabilitieshave significantly less regulatory oversight.

Regulators



- Caution:Without progress and action on the item pertaining to offshore reinsurance, the
Working Group’s progress on othelWG Considerations could further incentivize even more
utilizationof offshore reinsurance transactions and underthg NAIC’s efforts to close other

10





