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New entrants have emerged as key players in the M&A market
Acquirer/Seller (Date)

Guggenheim / Sun Life US Annuities
(December 2012)

$1.35B

Blackstone /

Guggenheim / Athene / Fiﬁgﬂifa?'%??u
Security Benefit Liberty Life Octob 2014p
(February 2010) (October 2010) (Cctober )

HC2 Holdings / American

) o C.PPIB / Financial Group
Athene / Presidential Life Wilton Re (April 2015)
(July 2012) (March 2014)
Guggenheim / Industrial - \
Alliance US Annuities ’ N 4
(August 2012' ‘ pU =
Harbinger / Guggenheim / GreyCastle Holdings
Old Mutual Equitrust Resolution / /I\;(L C;?ﬂ,)
(August 2010) (October 2011) Lincoln Benefit (May 2014)
(July 2013
$0.35B $0.44B $ 0 9 6 B
' Orix / Hartford
Athene / Aviva Life KK
USA (April 2014)
(December 2012)

Acquirers:™ Athene m Blackstone m Guggenheim m Harbinger =@ Resolution m CPPIB mORIX  GreyCastle Holdings m HC2 Holdings
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There is still significant M&A activity by primary insurers and reinsurers
Acquirer/Seller (Date)

Berkshire Berkshire Hathaway /
SCOR/ JacksonNational /  Hathaway/ Cigna omiora UK VA .
Transamerica - SRLC America Holding  Run-Off Annuity Wilton Re /

Re Mortality N (May2012) | (February 2013) _(JU"€2013)  CNA Financial
April 2011) [+ \ \ (Feb 2014)
(Aprit 2011) £ IR $0.628 o & .22

Global Atlantic / Voya

Pacific Life / 0 (May 2Q14) Reinsurance Group of
% Manulife Life . . America / Aurora
$0.658 Retrocession QBB ok Lo picy 015 | National Life
(July 2011) = @ (October 2014)
Protective / United 0 MassMutual / Hartford ASCOR / Generali
Inusstore liife Retirement Business US LifeRe
(September 2010) (September 2012) (June 2013)
Cigna / Great DaiichiLife/ Lo L
Berkshire American C  Frotéctive * g8 w;trla; m:azlogs;t
Hathaway / Life Ree Supplemental jJune 2014 \ -
(October 2010) Benefits ! 0
(May 2012)
Aetna / Medicare /O Protective / AXA
Supplement Torchmark / Family MONY Life
(June 2011) Heritage Life Insurance (April 2013) New York Life /

Co. (July 2012) John Hancock

o

. (Two-way deal,
Prudential / Hartford G';’gf;tﬁgz;::f / g  December2014)
Individual Life Business | - @
(September 2012) $1 '503 (Repterber: 2015) B 3.8
Wilton Re / Wilton Re /
CNO COOSGCO Transamerica Canada
Life Business (Oct 2014)

(March 2014)
Type: W Life W Health M Annuity / Retirement
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Background on actuarial appraisal value

Risk Discount Rate

Value Component 8% 10%
(1) Adjusted Net Worth (ANW) 200.0 200.0 200.0
Value of In-force (VIF)
Present Value of Future Profits (PVFP)* 153.8 133.3 117.6
Cost of Capital (CoC) (78.0) (94.3) (106.8)
(2) VIF Total 75.7 39.0 10.9
(3) Value of New Business (VNB) 27.9 9.5 (4.6)
Actuarial Appraisal Value (1) + (2) + (3) 303.6 248.5 206.3
Present Value of Distributable Earnings 303.6 248.5 206.3

*PVFP is after corporate taxes
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Standards of practice?

ASOP No

ASOP No

ASOP No

ASOP No

. 19 (Appraisals of Casualty, Health and Life Insurance Businesses)

. 7 (Analysis of Life, Health, or Property/Casualty Insurer Cash Flows)

. 23 (Data Quality)

. 41 (Actuarial Communications)

1 Actuaries should consider other ASOPs that may also apply
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Sample considerations for the actuarial appraisal

Value of options and
Modeling guarantees

Validations Level of required capital

Experience analysis
Projection of statutory

requirements
Assumption setting

Expenses

Discount rates
New business

Sensitivities

The actuarial appraisal report should identify the data, assumptions, and methods used by the
actuary with sufficient detail such that another actuary could evaluate the reasonableness of
the actuary’s work
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Sample considerations when performing actuarial due diligence

Earnings pattern Static validation

Rollforwards Dynamic validation

Assumptions Sensitivities

Independent modeling

Appropriate communication and disclosures, including all reliances and limitations, are essential
due to constraints such as limited time for analysis and lack of availability of key information
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Key takeaways

Actuaries involved in M&A should consider all applicable ASOPs

Communication and disclosure is critical

M&A is an exciting professional challenge for actuaries
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