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Aon Securities’ Credit Abstract is a monthly update specific to the latest trends and
opportunities in insurance credit. Each month will have a different topic; this issue will focus

on debt transaction structures.

Debt transaction structures

Insurance private credit deals tend to be highly
negotiated with investors. It is important for an
issuer's management team to properly assess all the
structural features associated with a transaction.

While management’s focus is generally on what their
future interest liability will be, there are a number of
other structural considerations to be evaluated before
executing a prospective term sheet.

Without proper diligence, an issuer may lock
themselves into a transaction where they will pay a
low interest rate but have meaningfully less room for
error to avoid a default of interest rate step-up. This is
the resulting of accepting a covenant that is too
restrictive.

As an established leader in its field, Aon Securities
specializes in structuring and placing these products
to meet an Issuer’s current and future strategic goals.

Please contact Bill Delaney or Jeff Davis to explore
this opportunity.
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Typical debt and surplus note
covenants for consideration

A call provision is at the issuer’s discretion

and provides flexibility to retire a note early.

- This flexibility benefits the issuer when:
global interest rates decline, there is a
positive change in the issuer’s overall credit
profile, management desires to work with a
new capital provider or to pay down the debt
early, etc.

= Maintenance of reinsurance coverage:
Investors generally require an issuer to maintain
a specific PML level at their retention and top of
their overall program. Depending on the issuer’s
strategic plan, potential changes in PML levels
need to be evaluated early in the process.

= Interest rate step-up: If an issuer is
downgraded by its respective rating agency,
there is an associated step-up in the overall
interest rate.

= Leverage requirements: Sets a limit on the
amount of debt an issuer can raise in the future.
Capital plans need to be managed throughout
the capital raise process.

= Limitation on affiliate transactions: Limits the
issuer’s ability to move a certain amount of
money between affiliates without the investors
approval.
- There is also generally a limitation on the
issuer’s ability to pay dividends.
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william.l.delaney@aon.com
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Vice President, Aon Securities
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+1.312.381.2428
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About Aon

Aon plc (NYSE:AON) is a leading global
professional services firm providing a broad range
of risk, retirement and health solutions. Our 50,000
colleagues in 120 countries empower results for
clients by using proprietary data and analytics to
deliver insights that reduce volatility and improve
performance.

The information contained herein and the
statements expressed are of a general nature and
are not intended to address the circumstances of
any particular individual or entity. Although we
endeavor to provide accurate and timely information
and use sources we consider reliable, there can be
no guarantee that such information is accurate as of
the date it is received or that it will continue to be
accurate in the future. No one should act on such
information without appropriate professional advice
after a thorough examination of the particular
situation.

Copyright 2019 Aon plc

Disclaimer

This document is intended for general informational purposes only
and only for the designated recipient to whom i t was originally
delivered by Aon Securities LLC or its affiliates (collectively,
“Aon”). This document is based entirely on publicly available
information and is provided on an “as is” basis. Aon makes no
representation or warranty of any kind (whether express or
implied), including in respect of the accuracy, completeness,
timeliness or sufficiency hereof or that any transaction can be
effected at the values, or would produce the results, described in
this document. This document is not and shall not be construed
as (1) an offer to sell or a solicitation of an offer to buy any
security, financial product or asset, or (2) a statement of fact,
advice or opinion by Aon. Any potential transaction will be made
or entered into only through definitive agreements and any other
necessary documentation and disclosures. Aon shall have no
liability for any claim, loss, or damage in any way arising from or
relating to the use or review of this document.
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