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THOVAS J. KINNEY, ESQ
20 MELI SSA HOFFMAN, ESQ 18 COMPANY LEGAL TEAM
Trout man Pepper Locke LLP 19 OTHER | NTERESTED PARTI ES BOTH I N PERSON AND
21 401 Ninth Street NW OVER M CROSOFT TEAMS
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22 Washi ngton, D.C. 20004
- and- 21
23 NI CK CRI TELLI, ESQ 22
Critelli Law, PC 23
24 317 Si xth Avenue 24
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Page 4 Page 5
1 I NDEX 1 PROCEEDI NGS
2 W TNESS: PAGE .
3 Bonnie Gerst 2 OOW SSI CNER OWEN Good norning to all
4 Direct Exam naFlon by Ms. Richardson.......... 46 3 of you. Ve will go on the record.
Cross- Exam nation by M. Chakraborty.......... 54 , . . .
5 Cross-Examination by Ms. Sole................. 70 4 I m Cormi ssi oner Doug Owen, and | will
] Exani nati on by Commissioner Omen............. 75 5 be presiding over this hearing this morning. | will
Brock Robbi ns 6 be conducting it. Wth me is Deputy Attorney
l ! o ) 7 General Ed Bull. Heand | wll serve together as
Direct Examination by M. Kinney.............. 81 L . . .
8 Cross- Exani nation by M. Chakraborty.......... 88 8 the Conmission to consider applications for merger
9 Sean Haywar d
10 Direct Exanmination by M. Kinney.............. 91 9 under lowa Code Chapter 521 He has agr_eeq’
Cross-Exanination by M. Chakraborty.......... 101 10  however, that | should serve as the presiding
1 . . 11 officer for this consolidated hearing.
Laird Zacheis .
12 12 V@ are here in the natter of the
Di rect Examination by Ms. Hi ggenbotham....... 128 ; ; ; i
13 Cross-Examination by M. Chakraborty.......... 133 13 application of Tr ans?nerl ca Life l n§ur ance Corpany
14  Patricia Matson 14 for the approval of its Plan of Division pursuant to
15 Direct Examination by M. Kosnoff............. 143 ;
Cross-Exami nation by M. Chakraborty.......... 180 15 ove Code Qapt er 5211 and a si rrulta.neous ner ger of
16 Exami nation by Cormissioner Omen............. 210 16 the resulting newy formed conpany wth SOCR @ obal
17 Redi rect Examination by M. Kosnoff........... 213 17 Life USA Rei nsurance Conpany.
EXHI BI TS: RECEI VED 18 Notice of hearing was issued previously
18 . . .
Al prefiled exhibits........................... 15 19 in F:onf ormance W th Chapt er 17A requi renents. The
19 20 notice included, but was not linmted to, the
20 . - . :
(phoneti ¢) indicates a phonetic spelling. 21 following |nforrrat|on.. The date and tine, !ocatlon,
21 {sic} indicates the text is as stated. 22 the nature of the hearing, the legal authority and
ted text i tated by th ker. .
,, eredtext s as stated by the speaker 23 issues presented, as well as the statutes and rul es
23 24 invol ved.
24 ) . . .
5 25 Since the tine the notice was issued,
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1 Anmerican General Life Insurance Conpany and Uhited 1 Wen the notice of hearing in this natter
2 Sates Life Insurance Conpany have been granted 2 was issued in this case on My 12, we began with
3 leave tointervene in this matter. 3 three parties: Transamerica Life Insurance Conpany,
4 The matters before us involve two 4 the applicant in both natters; the | owa I nsurance
5 procedures. A Plan of Division under |owa Code 5 Dvision to whom!| have del egated investigative and
6 Chapter 5211 and a P an of Merger under |owa Code 6 legal analysis functions in the prehearing
7 521 7 regulatory reviews inthis matter; and SOOR @ obal
8 Pursuant to |owa Code 5211.8(2), the 8 Life USA Reinsurance Conpany.
9 hearing we are conducting pursuant to | owa Code 9 n July 31st, 2026, American General Life
10 Chapter 5211 is a contested case governed by |owa 10 Insurance Conpany and the United States Life
11 Code Chapter 17A  Likew se, the hearing we're 11 Insurance Conpany filed a notion to intervene. For
12 conducting pursuant to 521 is also a contested case |12 sinplicity in this proceeding, | wll refer to them
13 governed by |owa Code Chapter 17A 13 collectively as Arerican General. Anerican
14 The deci si on concerni ng approval of the 14 General's notion to intervene was granted on
15 Pan of Dvisionis vested in the Insurance 15 August 5, 2026.
16  Comrmissioner. The decision concerning the approval 16 So, with that background, 1'mgoing to
17 of a merger is vested in a Commssion with two 17 call for entries of appearance. | knowthere are a
18 nenbers. The Insurance Conm ssioner and the 18 nunber of lawyers assenbled in this room Wat I'm
19 Attorney General. On July 31, the Deputy Attorney 19 looking for is really for the benefit of the court
20 General did designate ne to preside over this 20 reporter. So, if you plan to present evidence or
21 consolidated hearing. 21 examne witnesses or nake either opening or closing
22 Wiile there are formalities in this 22 comments, | would like your entries of appearance.
23 proceeding, so the record is clear, when you address |23 Wth that, 1'Il begin first with
24 e or are seeking ny attention feel free to sinply 24 Transanerica.
25 address ne as Conmi ssi oner. 25 MR KCORN Thank you, Conmissioner. M
Page 8 Page 9
1 naneis Jeffrey Korn with WIlkie Farr & Gall agher. 1 And who is appearing on behal f of
2 M5. R CHARDSON  Good norning. |'m 2 Anerican General ?
3 Vanessa R chardson. Aso with WIlkie Farr. 3 MR CHAKRABCRTY:  Good norni ng,
4 M5. H GEENBOTHAM  Good norning. |'m 4 Conmissioner. Suman Chakraborty, Mntz, Levin,
5 Katherine H ggenbothamal so with WIlkie Farr. 5 Oohn, Ferris, Aovsky & Popeo. |'Il be presenting
6 MR SULLIVAN I'mTomSullivan fromthe 6 on behalf of ACL.
7 Nyenaster lawfirm 7 Wth me are Kerine Akoglu, Natt Phillips,
8 COW SS| CONER OWEN Good o ni ng. 8 and Hizabeth P atonova. Aong with Ryan Koopnans.
9 Who i s appearing on behal f of SOOR? 9 I'dalsolike to introduce Matt Fillo of Corebridge
10 MR CRTELLI: M. Commissioner, Nck 10 Financial sitting in the corner, who is deputy
11 Qitelli fromDes Mines, |owa, on behal f of SOCR 11 general counsel and senior vice president of
12 M lead counsel, this is Stephen Schwab. And I'11 12 Corebridge. But I'll be doing all the presentation
13 list themfor the court reporter. TomKinney, 13 today.
14 Melissa Hoffman, Ana Condes. 14 OOW SSI CNER OWEN Thank you very nuch.
15 COW SSIONER OWEN And those are the 15 Wth that, |'ve got sone other renarks to
16 attorneys that wll be presenting evidence? 16 nmake. | know we're going to have a full day, so
17 MR CRTELLI: Yes, sir. 17 1"l try to keep thembrief, but | would like to
18 COW SSIONER OWEN Thank you, sir. 18 nake recognition of the fact that this public
19 And who is appearing on behal f of the 19 hearing is available with virtual participation.
20 Insurance Division? 20 A though |'ve been advised, and having
21 M. SCLE  Shannon Sol e, Faegre Drinker 21 seen the record, there's alot of material in here
22 Biddle & Reath. 22 that | expect will be received in a confidential
23 MR KOBNOFF:  And Scott Kosnoff, Faegre 23  manner pursuant to the laws that pernit financial
24 Drinker. 24 information to be protected in that way.
25 COW SS| ONER OWEN Good norning to you. |25 In order to conduct this hearing
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1 virtually, it's ny understanding that there wll be 1 lowa Admnistrative Procedures Act, Chapter 17A as
2 a nunber of people participating by Teans. It's ny 2 wvell as the Insurance Division's inplementing rul es
3 understanding that 35 individuals have requested the | 3 relative to this proceeding which are found in
4 opportunity to participate via Teans. |If there are 4  Adnministrative Code Vol une 191, Chapter 3.
5 issues with regards to that, Hizabeth Snpsonis 5 lowa admnistrative hearings are
6 present and will be able to assist with any of the 6 generally less formal than district court hearings.
7 Teans issues. 7 As the presiding officer, | will rule on evidentiary
8 Wien we nove into natters that are 8 issues and any notions that are submtted. In
9 confidential, the method by which we'll need to do 9 addition, | will issue any orders and rulings
10 that is tosinply close the virtual room That 10  necessary to ensure the orderly conduct of the
11  neans that any party that is participating virtually |11  hearing.
12 wll need to signin again. The wndowwll be 12 The hearing will proceed al ong the
13 open, they'|Il need to re-signin, and they' |l be 13 following lines: The parties will be given a few
14 held in the lobby during the time in which we are 14 nmnutes to make opening statenents if they wish.
15 receiving confidential infornation. 15 The parties will then present their case. Wtnesses
16 Wth that, are there any questions 16 wll be sworn or affirmed by the court reporter and
17 concerning that fromany of the parties? 17 will be subject to examnation and
18 (No response. ) 18  cross-exanination.
19 COW SSI C(NER OWEN | see head noddi ng 19 Since we have several parties and limted
200 "no." So |l wll take that as no further objection 20 hearing tine is available, the parties have agreed
21 withregards to that. 21 todivide the time as follows: The applicants --
22 A court reporter is present in the 22 and, when | speak of the applicants, |'mreferring
23 hearing roomand will swear in all wtnesses. As 23 to Transanerica and SCCR  They will have 144
24 nentioned, today's proceeding is an admnistrative 24 nmnutes, intotal, to present their case. The
25 contested case which wll be conducted under the 25 intervenor, Anmerican General, wll have 144 ninutes
Page 12 Page 13
1 intotal. And the Division shall have 72 minutes in | 1 there's another public hearing that's taking place
2 total. 2 later today inthis roomfrom5to 7. Sowe wll
3 Each party can use its allocated tine as 3 have to have a hard stop today at 4:30 as the public
4 it wishes during the hearing. To the extent the 4 wll be arriving. Please |eave the roomquickly at
5 Dvision, or any other party, does not use all of 5 that tinme to nake roomfor the next hearing.
6 their allocated mnutes, the renaining tine may be 6 Menbers of the public are entitled to
7 split by those remaining parties. | understand the 7 participate in this process and have been provi ded
8 parties will keep track of their use of tine. 8 the opportunity to participate in person. There are
9 Again, not having been in this 9 a nunber in the audience in the roomhere. But
10 circunstance before, this will be a matter of first |10 should anyone el se appear they will be allowed to
11  inpression for ne. And I've been doing this work 11 attend and participate. The receptionist has been
12 for sone time. And I'mgoing torely on the parties |12 advised to direct any interested party into the
13 todothis. 1 don't knowif there's any additional |13 hearing room
14 explanation needed, but | assune the parties have 14 As the hearing officer, | may linit
15 worked out the details of that and we won't have any |15 questioning in a manner consistent with the |aw
16  disagreement with regards to timekeeping. 16 And, when all parties and wtnesses have been heard,
17 Again, | see nodding to that extent. If |17 the parties wll be given an opportunity to nmake
18 you do have an objection to that, I"'msure | will 18 final argunents.
19 hear about it. 19 Irrelevant, inmaterial, or unduly
20 Al admnistrative procedural tine 20 repetitious evidence will be excluded. Because the
21  devoted to closing the hearing roomto protect 21 rules of evidence are nore relaxed in admnistrative
22 confidential information or to open the roomto 22 cases, relevant evidence will generally be admtted
23 resune public evidence will be attributed to the 23  subject to objection. Al objections nust be tinely
24 parties on their 40/40/20 basis. 24 and stated on the record in order to be taken up and
25 | would like to renmind the parties 25 heard. Docunentary evidence may be received through
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1 copies of excerpts if the originals were not 1 the question are speaking si multaneously.
2 available or by agreement. 2 Wth that, | think we are ready to
3 As the hearing officer, | may take 3 proceed with the case. So, before we do that, is
4 official notice of all facts of which judicial 4 there anything further from Transanerica?
5 notice may be taken and of other facts within the 5 MR KCRN W& do have one housekeepi ng
6 specialized know edge of the division. The 6 itemjust to make it sinpler for everybody.
7 Dyvision's experience, technical conpetence, and 7 V¢ agree with American General that all
8 specialized know edge may be used in eval uating the 8 of the exhibits that were placed on the parties'
9 evidence present ed. 9 proposed exhibit lists will be admtted into
10 M/ decision on the issue of the division |10 evidence without objection. |'msure
11 under 5211 and the Commission's decision on the 11 M. Chakraborty will confirm but we figure we'd
12 issue of the nerger will be a final agency action 12 take care of that right nowto make things easier
13 for purposes of |owa Code Chapter 17A 13 for the rest of the day.
14 If anyone has a question as we go al ong, 14 COW SSICNER OWEN So | have -- | think
15 please raise your hand. V¢'Il then attend to your 15 | counted 13 binders of evidence. | didn't neasure
16 question, and, if necessary, go off the record to 16 them but | would estimate they're all about four
17 address it. 17 inches thick. So that's volumnous records.
18 For witnesses, please speak slowy and 18 MR KCRN  Yes.
19 clearly so the court reporter can accurately pick up |19 COWM SSICNER OWEN  So it's ny
20 your testinony. 20 understanding that whether the evidence has been
21 Also, one last adnonition, please wait to |21 narked as an exhibit by Transanerica or narked by
22 the answer a question until the full question has 22 AQ or the Dvision, all those exhibits are being
23 been presented to you. It's very difficult for the |23 admtted by stipulation wthout objection?
24 court reporter to capture the testinony when the 24 MR KCORN That's correct.
25 person asking the question and the person answering |25 MR CHAKRABCRTY: That's correct.
Page 16 Page 17
1 M5. SOLE  Correct. 1 SOR?
2 COW SS| ONER OMWEN SOCR? 2 MR SCHWB:  Conmissioner, do you prefer
3 MR SCHWAB: Yes, sir. Just subject to 3 that counsel who are about to speak identify
4 designations of docunents as confidential or, in 4 thensel ves for the record before they speak?
5 sone cases, outside attorneys' eyes only. 5 COMWM SSICNER OWEN I'mturning to the
6 COW SSI CONER OWEN So, again, there is 6 court reporter. | think she might be able to keep
7 aprotective order entered in this case, and so 7 track of those things, although -- yeah, | think
8 these docunents are being received pursuant to the 8 when you stand up to do direct or when you stand up
9 terns of the protective order. 9 to examne a wtness on cross, | think that woul d
10 The exhibits that | have, that have been |10 probably nake the record clear. Gven the nunber of
11 advanced to us for consideration, are, | think, 11 folks in the room
12 adequately marked in that regard. 12 Anything further before we proceed with
13 And certainly as we go through the 13 opening statenments?
14 testinony, as you're referring to them obviously 14 MR SCHMB: Thank you.
15 you'll be referring to the ones that are 15 (No response. )
16 confidential when it involves confidential natters 16 OOW SSI CNER OWMEN Seei ng none, agai n,
17 and those that you are naking available for public, 17 we're going to proceed in the order of Transanerica
18 or have no objection for thembeing publicly 18 will gofirst. | don't knowif that was your
19 available, as a public redacted version. 19  expectation?
20 I's that the understanding of the parties? |20 MR KCORN | think our expectation was
21 MR KRN It is. And we'll do our best |21 that the Division was going to make a brief opening
22 to make sure that's clear as we proceed through the |22 statenent and then turn to Transanerica and then to
23 day. 23 SR and then American General .
24 COW SSI ONER OWEN Thank you. 24 OOW SSICNER OWEN Al right.  Wth
25 Anything further on that matter from 25 that, we'll proceed in that order. As we go through
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1 cross-examnation of wtnesses, has there been 1 Good norning. M nane is Shannon Sol e,
2 discussion anong the attorneys as to the order of 2 and | appear today, together with ny colleague Scott
3 cross? 3 Kosnoff, on behal f of the Iowa Insurance D vision.
4 M5. SOLE V¢ understood the D vision 4 I'd like to thank GConm ssioner Qmen and
5 would go last with the cross-examnation. The 5 Deputy Attorney General Bull for presiding over this
6 parties can proceed before the D vision. 6 hearing.
7 COW SSI CNER OWEN Al right. Ve're 7 | would also like to thank the parties
8 going to work that out. M thought was is that, in 8 and their counsel for their cooperation in bringing
9 terns of evidence, Transamerica wll be presenting 9 this matter before the Commssion in an orderly and
10 evidence first. And so, in order of examnation on |10 efficient manner.
11 cross, that we would go in the order of -- 11 As the Conmission will hear today, the
12 presumably, SOOR will not have any 12 Dvision has had significant engagenent with the
13 cross-examnation, but we woul d proceed with the 13 plan proponents during devel opnent of
14 intervenor and then with the Division. In that 14 Transanerica's, or TLICs, Plan of Division and P an
15  order. 15 of Merger.
16 M5. SOLE  Yes, sir. 16 The Division reviewed the plan, the
17 COW SSI CNER OWEN s there any further |17 Division reviewed related financial and actuarial
18 thought on that? Because that's how | intended to 18 information, the Dvision reviewed the report of the
19  proceed. 19 consulting actuary retained by TLIC MIlinman, the
20 (No response. ) 20 Dvision reviewed the report of the independent
21 COW SSI CONER OWEN - With that, ['11 21 consulting actuary retai ned by the Commissioner, as
22 allowthe Insurance Dvision to make an openi ng 22 well as filings and comments submtted by the
23 comment. 23 parties and interested persons.
24 MB. SOLE My it please the 24 This is a matter of first inpression for
25 Commssioner. Deputy Attorney General Bull. 25 the Cormission, and there are uni que questions of
Page 20 Page 21
1 law before the Commissioner and Deputy Attorney 1 considerations.
2 Ceneral Bull. 2 RRC has concl uded that the proposed
3 The Division has not taken a position in 3 transaction satisfies the relevant actuarial and
4 the contested case on |egal issues raised by the 4 financial criteria within the scope of review They
5 parties of whether the Plan of Division and rel ated 5 have concluded that cedent interests appear
6 nerger satisfy the applicable statutory standards. 6 adequately protected, that the resulting insurers
7 It istheDvision's intention today in facilitating | 7 are expected to remain solvent, and that the assets
8 this hearing that the Comm ssioner and the 8 of the resulting insurers are not unreasonably snall
9 Commission will have a full record upon which to 9 for the business they wll conduct.
10 nake the deternination as required by statute. 10 V¢ wel cone the Commission's questions of
11 Today the Division will present testinony |11 M. Mtson regarding RRC s worKk.
12 fromTricia Matson of R sk & Regul atory Gonsul ting, 12 In closing, we are confident that the
13 or RRC an independent actuary retained by the 13 testinony to be presented today by the parties and
14 Conmissioner pursuant to Section 5211.8(2)(c). 14 the Division will provide the Coomission with a full
15 M. Matson is a fellowof the Society of |15 and conplete record upon which to consider the
16 Actuaries, she is a nenber of the American Acadeny 16 inportant issues before it.
17 of Actuaries, and she currently serves as president |17 Thank you.
18 of the Acadeny. She is also co-nmanaging partner at |18 QOW SSI CNER OWEN Thank you.
19 RRC and has provided actuarial consulting services 19 Transaneri ca.
20 for over 30 years. 20 MR KCRN  Good norning, Commi ssioner.
21 M. Matson's testimony will address 21 Good norni ng, Deputy Attorney General
22 whether the proposed transaction satisfies the 22 Bull.
23 requirenents for approval under |owa Code 23 M nane is Jeff Korn. |'mhere on behal f
24 Section 5211 with particular focus on financial, 24 of Transanerica. And we are finally here. There's
25 actuarial, and policyhol der protection 25 alot of information that's been subnitted, a lot of
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1 work done on both sides of the aisle, and by the 1 both the Division and RRC put Transanerica and SOCR
2 Commission and the Conmissioner, so we thank you 2 through our paces. Al of the issues that were
3 very much for your tine and attention to this 3 flagged in Arerican General's subm ssions were
4  matter. 4 raised, discussed, and resolved. V¢ did the work
5 In some ways, this has been 15 years in 5 before we got here. And we did that work before we
6 the making. This transactionis to put into |egal 6 filed the proposed plan. The applicants now seek
7 effect what was done as a practical matter 15 years 7 approval of the proposed Plan of Division and
8 ago when Transamerica entered into a retrocession 8  simltaneous nerger.
9 agreenent with SOR 9 V¢ have subnmitted a tremendous amount of
10 At that tine, Transanerica exited the 10 evidence denonstrating that all the requirenents of
11 subject reinsurance business. Since then, the 11 the division law and the nerger |aw have been
12 treaties have been in runoff, the inforce is mich 12 satisfied.
13 lower, and SOOR s credit ratings are nuch higher. 13 You have, in the prefilings, affidavits,
14 There has been a track record of successful 14 and will hear additional testinony today from Bonnie
15 operation of this business for 15 years wi thout 15 Gerst, who is the president of financial assets and
16  incident. 16 the SWP of Transanerica Corporation; Brock Robbins,
17 V¢ now have a division statute that 17 the CEO of SOOR's Qobal Life Americas region; Sean
18 allows for this transaction to occur. The nerger 18 Hayward, SA.A's chief actuary.
19 law has been on the books for sone tine. The 19 You will also hear expert actuarial
20 division lawis newer. 20 evidence from not one, but two of the nost
21 The process that we are here to talk 21  respected actuarial firns on the planet. MIlinan
22 about began in 2024. It's been a thorough process. |22 has presented a report after doing its analysis.
23 There was a significant amount of engagenent with 23 And you have an additional affidavit fromlLaird
24 the Division and with RRC 24 Zacheis, who is a principal and consulting actuary.
25 [t's not an understatement to say that 25 You will also hear a presentation, as
Page 24 Page 25
1 M. Solejust previewed, fromPatricia Mitson at RRC | 1 is to take the dividing insurer who has to allocate
2 who was retained as an independent actuary acting on | 2 its assets and its liabilities as between itself and
3  behal f of the Comm ssion. 3 theresulting insurer. It is not affecting a
4 Wien the dust settles at the end of this 4 novation or a transfer of any kind. The statute
5  hearing, all of this evidence will remain 5 itself says that expressly in multiple provisions.
6 unrebutted. The intervenor is not presenting a 6 So they instead focus on the division
7 single fact witness. The intervenor is not offering | 7 law because they can't attack the nerger law and
8 any actuarial expert to contest the conclusions of 8 argue that it can only be used to allocate
9 either MIliman or RRC 9 policyholder liabilities and not assumed reinsurer
10 They are going to take sone shots at 10 liabilities. Again, that is not what the division
11 SOR and RRCin particular, throughout the day, but |11 |aw says.
12 everything that they have rai sed had al ready been 12 V¢ took a look at the charts that were
13  considered and addressed. There's nothing new 13 submtted by the Dvision in their prehearing
14 there were no surprises. 14 submssion |ast week, and we actual |y thought that
15 That leaves only AQ''s attack against the |15 they were pretty infornative.
16  scope of the division law Their and the 16 They make clear that the division |aw
17 commenters' primary concern seens to be that it 17  nechanismis available to any dormestic stock
18 affects a novation of the treaties at issue without |18 insurer, which includes Transamerica, with no lints
19 consent. 19 on what obligations can be allocated. They point
20 Now, let's step back. That's not what 20 out also that the division mechani smoperates
21 the division statute does. Their real argument is 21 through the allocation of assets and liabilities,
22 with the merger law But they do not, and cannot, 22 both of which are broadly defined terns, and they
23 claimthat the merger |aw does not pernit or 23 also say that assuned reinsurance obligations fall
24 authorize this transaction. 24 within the plain language of both definitions. That
25 The division law if you think about it, |25 really should be the end of the |egal anal ysis.
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1 Now, as the Division has said, and said 1 Once we get past that issue, the evidence
2 today, they're not taking a position on the 2 intherecordis clear, and as we wll show again
3 statutory interpretation question. So, intheir 3 today, that the division |aw and nerger |aw
4 neno, they also point out the fact that the statute, | 4 requirenents are all clearly satisfied as we have
5 as American General has al so pointed out, does not 5 denonstrated and we will further dermonstrate.
6 use the word "cedent." That's also true of the 6 Thank you.
7 nerger law as well. 7 MR SCHMB: (ood norning, gentlenen. |
8 That does not appear in the approval 8 will be brief.
9 standards. |Instead "policyhol ders" does. And they 9 It is our pleasure to come and present
10 point to some other aspects that could reflect an 10 our case to you this morning, and | would like to
11 assunption about what the legislative intent was. 11 introduce a few representatives of SOCR
12 But that's not the exercise that you have |12 V¢ have the chief executive officer,
13 to engage in. You have to look at the terns that 13 Brock Robbins, who will testify. ¢ have chief
14 are actually used in the statute. The rule is that |14 admnistrative officer, Stephanie Dunn, who will not
15  you cannot ook at what the statute does not say to |15 testify, although she would love to. Ve will have
16 limt what it does say. 16 the SWP and general counsel, Spencer Alridge, with
17 Now, again, the Division does not appear |17 his associate general counsel Lawton Hatley. And
18 to go that far, and you can certainly ask themif 18 then the chief actuary, Sean Hayward, from whom you
19 they have a view, but the words of the statute are 19 will hear today. They are very interested in the
20 clear that this is permtted and authori zed. 20 proceedings and are commtted to seeing this
21 At bottom as we will reviewin nore 21 through.
22 detail during closing arguments, the intervenor 22 M. Korn covered very well nost of the
23 wants toread into the division statute a limtation |23 issues. | don't need to repeat anything that he
24 that isn't there and is inconsistent with the terns |24 said.
25 that are there. 25 Suffice to say that there is a legal
Page 28 Page 29
1 issue which we think is fully answered by the pages 1 wtnesses and all of the evidence already presented.
2 inthis book. And then there are factual issues 2 And it's inportant to point out that
3 that relate to satisfaction of factors for approval 3 they, and the counsel who represents them are in
4 of adivision under 521I.8(3), as you pointed out, 4 litigation with SOOR and Transanerica. And counsel
5 Commissioner, and then under 521.8. 5 was alsoinlitigation, or continues in litigation,
6 Al of those will be satisfied. And 6 on behalf of the prior intervenor, John Hancock.
7 there will be tremendous testinony in addition to 7 And the three so-call ed coment ers?
8 everything that you ve received inwiting. W wll | 8 They' re alsoin dispute resolution with Transamerica
9 do our best to not be redundant or duplicative of 9 and with SOOR Sonetines in respect of the
10 that informnation. 10 contracts involved in this case, sonetines on other
11 It isinportant to say, however, that the |11 nmatters.
12 only live witnesses, the only testinony being 12 It will be for you to determne the
13 submtted today, is on behalf of Transanerica and on |13 relative level of credibility, bias, and interest
14 behal f of SOCR 14 that they bring and represent to the proceedi ngs.
15 There is an intervenor, Averican General |15 This is a question of first inpression in
16 Life, and we're going to refer to themas AQ, 16 lowa. It is not a question of first inpression in
17 covering both AQL and USL, that are here. They have |17 other states. Qher states, as you will see from
18 no witnesses, they've submtted no affidavits, there |18 our papers, have addressed divisions. And the
19 is no deposition testimony, there are no sworn 19 division concept, the allocation of assets and
20 certifications or documentation to attest to 20 liabilities, not the assignment or transfer of
21 anything that they say. 21 contracts but the allocation of assets and
22 They have not even brought their 22 liabilities, has been addressed for decades by
23 contracts which they say are so inportant to your 23 courts around the United States.
24 consideration this norning. Al they will have is 24 At the end of the day, gentlenen, we wll
25 whatever they hope to do in cross-exanmnation of our |25 ask you to overrule the only two objections that
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1 have been presented by AQ, to grant the exenption 1 answer seens to be opening statenent.
2 fromthe filing and satisfaction of FormA 2 | do represent ceding conpanies. | do
3 requirenents, because they' ve otherw se already been | 3 represent John Hancock. | do represent American
4 redundantly addressed in the context of the division | 4 General. But they' re not here because they're in
5 and merger factors and requirenents, and to approve 5 litigation against SOOR O against Transaneri ca.
6 the requested division and merger. 6 Because litigation is about a noment intime. And
7 Ve' || be happy to answer any questions. 7 what you're going to hear today is |ife reinsurance
8 Thank you very much for today. V& look forward to 8 is about nore than a nonent in tine.
9 speaking with you. 9 The risks that ny client has to think
10 MR CHAKRABCRTY: V¢ do have a PowerPoint |10 about, the way it has to plan for itself and its
11 that's going to acconpany our presentation. V& have |11 policyhol ders, aren't confined to one arbitration,
12 hard copies for everyone. So I'll just wait a 12 one court case, or even one regul atory proceeding.
13 norent, if you don't mind, while that gets handed 13 It's about a long-termrelationshinp.
14 out. 14 So we're not thinking about today and the
15 COW SSI ONER OWEN Sure. 15 litigation that's going on right now W are
16 You may proceed. 16 thinking about tonorrow and next year and five years
17 MR CHAKRABCRTY: Good norning. Let's 17 and ten years and twenty years and even fifty years
18 nmake sure this works. It does. 18 down the road. Because that is the very nature of
19 As | mentioned earlier, ny nane is Sunan |19 [|ife reinsurance.
20 Chakraborty fromMntz Levin. 1'mhere on behal f of |20 Aong with the public comrents you have
21  Anerican General. Before | start ny prepared 21 received fromSun Life, fromProtective, fromJohn
22 remarks, | should tell you that | think it was 22 Hancock, and the presentation that American General
23  yesterday | had a conversation with ny team and | 23 will make today, | amhere to be the cedent voice in
24 asked them "How long do you think before SOCR and 24 this room
25 Transanerica try to make this about me." And the 25 And I'I1 tell you I'malittle
Page 32 Page 33
1 disappointed by the way this proceeding started. | 1 for the public who is watching.
2 think M. Korn said that we were going to take shots | 2 This is frompage 19 of Bonnie Gerst's
3 at Transanerica and SCCR M. Schwab, for his part, | 3 affidavit that was submtted to you. The
4  brought up arbitration and made the focus on ne. 4 non-redacted version. It's alsoin the Plan of
5 That's not why we're here. ¢ are here 5 Division, the public version, at the end. And this
6 because this is a contested case where it's your 6 is what Ms. Gerst describes as the structure of the
7 duty, under the lowa division |aw and the |owa 7 division and nerger contenplated by the plan.
8 nerger law to make sure that those who are nost 8 And you nmight notice something fromthese
9 inpacted by the proposed Plan of Division and Merger | 9 charts when you take a quick look at it. The
10 are protected. And that's us. 10 cedents don't appear on it. V@'re nowhere in this
11 So I'mhere to be the cedent voice in 11 diagram As if we don't exist off to the side
12 this roomtoday. Because, for the two-year process |12 sonmewhere.
13 that M. Sole and M. Korn and M. Schwab tal ked 13 But, in fact, as certainly you know
14 about, we weren't part of that process. For us that |14  Cormissioner, cedents are central to the flow of
15 process began on May 12th of this year when we 15 risk and to the flow of risk transfer in the
16 received a letter that says this is happening. 16 insurance and rei nsurance business.
17 I will keep ny opening relatively short, 17 Because, while Transanerica and SCCR have
18 and I'll reserve sone of ny comments about the law |18 contracts amongst thenselves that are the subject of
19 and the evidence in this case for the end of these 19 these proceedi ngs, and contracts with us that are
20 proceedings, but 1'd like to use one of the figures |20 separate but also the subject of these proceedings,
21 fromTransanerica s submssions to explain to you 21 the flowof risk doesn't begin with Transamerica, it
22 why our voice is inportant here. 22 doesn't begin with SOOR and it doesn't even begin
23 And | want to say, fromthe outset, that |23 withus. It begins with our policyhol ders. It
24 everything that I'mgoing to use in ny PowerPoint is |24 starts with our obligations to the peopl e who count
25 not designated confidential, and so it can be use 25 onus, including 32,000 famlies in | owa who have
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1 life and annuity policies through Averican General 1 insurance and annuity policies. V& in turn, manage
2 andits affiliates and the mllions nore across this | 2 our risk by counting on Transanerica. Wich was a
3 country who rely on us to have financial strength. 3 decision made over decades know ng that those
4 The plan proponents keep saying, and 4 relationships woul d be I ong-termrel ationships.
5 you're going to hear this theme over and over again, | 5 And, in 2011, Transanerica decided it
6 that no policyholders are inpacted. And | -- | 6 would rely on SOOR @ obal Life Americas to manage
7 should back up and say they mean none of their 7 its ow risk transfer in the flow of reinsurance.
8 policyholders. 1 don't knowif they nean 8 They didn't involve us in that choice.
9 policyhol ders of cedents. 9 They didn't present us with a list of potential
10 And it's true that no Transanerica 10 partners that they could enter into reinsurance
11 policyhol ders may be directly inpacted, but there is |11 indemity agreenents with. They nade that decision.
12 a set of policyhol ders who woul d be. And that is 12 And so, respectfully, M. Korn, this has
13 ours. Because of the strength of the risk-sharing 13 not been 15 years in the making. This has been 15
14 structure that is so inportant to the market that we |14 years in Transanerica's naking.
15 are part of. 15 And then, in 2012, when they cane to us
16 This -- and it's hard to see on the 16 and asked us, "Do you want to novate these contracts
17 screen, but you can see it in your PowerPoint 17  to the business partner we chose," Anerican General,
18 presentation. It's arecurring thene. There's 18 every cedent who has objected and every cedent who
19 nothing to see here. M. Korn even said this has 19 is apart of this Plan of Ovision and who recei ved
20 been 15 years in the making. And sone of the 20 that letter said no.
21 evidence that we're going to talk about today tells |21 This is the status quo. And this is what
22 you that's not true. 22 the Plan of Divisionis trying to do. That X It
23 This is the status quo. Qur 23 istrying to renove Transanerica fromthe flow of
24 policyhol ders, including policyholders in lowa and 24 risk.
25 across the country, count on us to deliver on their |25 They want you to believe that this has
Page 36 Page 37
1 been a passive three-way rel ationship since 2011. 1 testinony and the cross-exanination, to remenber who
2 And that's just not how reinsurance works either in 2 iswho. And what this table does is set forth all
3 day-to-day operation or in regulatory reporting or 3 the different names and the acronyns that you're
4 in how we assess reinsurance relationships in our 4 probably going to hear, both pre division and post
5 own books and records. 5 divisionif this goes through.
6 There are two separate rel ationshi ps. 6 And the one thing | would like you to
7 Qurs with Transamerica. And Transamerica' s with 7 renenber is who our counterparty would be. It's
8 SR And they want to collapse that difference in 8 SORdobal Life USA SAUSAis probably what |'m
9 these proceedings. That is not the status quo. 9 going torefer to themas.
10 And so | amhere in front of you because |10 The SOCR parent entity is not going to be
11 ny clients, and the cedents who have objected, have |11 our counterparty. SOOR dobal Life Reinsurance
12 a problemwth that. To having their counterparty 12 Anmericas, the current counterparty for Transanerica,
13 choice replaced by a statute that we do not believe |13 is not going to be our counterparty. SAUSAis, the
14 contenplates that, to have the decisions around 14 entity who, as of today, has approxinately
15 counterparty risk, risk concentration, and 15  $200 nillion in capital and surplus and is going to
16  everything el se a ceding conpany is supposed to pay |16 take on billions in reserves. That is TLIC s nerger
17 attention to, including under the regul ations, 17 partner and that is the entity who they want to
18  Conmissioner, that you tell themthey need to care 18 substitute in as our counterparty.
19 about, that those choices, those decisions, those 19 And so the question here for you today,
20 strategies, those | ong-termplans now get 20  both under the division [aw and under the merger
21 substituted because Transanmerica and SOCR want to 21 law is whether our objections are reasonabl e.
22 undo their relationship and put that relationship 22 So we set forth in our briefs the full
23 onto us. 23 set of objections we have. And | want to say
24 | think it's really inportant today, as 24 sonething about burden of proof. Because | saw that
25 we go through the evidence and listen to witness 25 M. Korn and M. Schwab both said this. They both
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1 nade a point of saying, "Vell, we didn't bring in 1 policyholder liabilities. It was neant for direct
2 any fact witnesses." As if things are unrebutted. 2 contracts. And I'Il spend a little tineinny
3 This is a contested case. |f this was 3 closing going over the parts of the law, and the
4 happening in the usual way of a policyhol der, 4 industry information that underlies it, that support
5 liability being divided, the likelihood is there 5 that view
6 would be no policyholders in this room They woul d 6 The only place that reinsurance is
7 not have the resources or the ability to hire a 7 mentioned is when it covers the allocation of what |
8 Mntz Levin and to come and speak on their behal f. 8 call outward reinsurance contract.
9 And the reason this is a contested case 9 So we gave you an exanple in our briefs.
10 is because you are supposed to be their voice in 10 So Transanerica has a block of |ong-termcare
11 these proceedings. You are supposed to nake 11 policies. And they're going to divide those
12 affirmative findings on their behalf. There is no 12 policies into a tenporary conpany |ike TLIGA
13 default win here if a policyhol der doesn't put up a |13 Those policies have, thenselves, reinsurance
14 witness or doesn't go out and hire a conpeting 14  protection. And so, if you' re going to nove the
15 actuarial firm The burden is squarely on themto 15 policy fromTransanerica to Transanerica-A the
16 prove to you that there are no reasonabl e objections |16 reinsurance that covers that policy noves withit.
17 to this plan. 17 That's outward reinsurance.
18 V¢ have told you that our first and 18 But, if you look at the |anguage, the
19 threshol d objection is that the division | aw does 19 repetitive use of "insurers," "policyhol ders,"
20 not apply to the division of assumed reinsurance 20  "insurers," "policyholders,"” | submt to you that
21 liabilities. And | know M. Korn said that this 21 this cannot be fairly read to nean that the I owa
22 issue sonehow has been resolved. | think you can 22 legislature intended for a division of assuned
23 seeinour briefs that's not true. 23 reinsurance obligation.
24 Qur viewis that the |anguage of the lowa |24 And that's why they have to do this.
25 division | aw speaks only to the division of 25 Thisisintheir Plan of Dvision. That they have
Page 40 Page 41
1 totreat cedents |ike policyhol ders for purposes of 1 counterparty risk in a conpletely different way in
2 the law And, while they tried to back out of it 2 the context of reinsurance than a policyhol der has
3 and call us creditors at tinmes, thisis actually in 3 to do when they're deciding on what |ife insurance
4 the operative docunents that they're asking you to 4 policy they're going to get.
5 approve. This is their position on the |aw 5 V¢ have rel ationships that span
6 The statute on its own cannot be fairly 6 thousands, tens of thousands, hundreds of thousands
7 read torefer to cedents. And so their positionis 7 of policies. Reinsurance contracts that aren't just
8 we'll cross "cedent" out -- sorry, we'll cross 8 entered in one year, they're entered for decades.
9 "policyhol der" out and insert "cedent" inits place. | 9 And so we have to | ook at our
10 And our viewis statutory interpretation does not 10 counterparty not can they pay out on one policy, can
11  pernit you to do that. 11 they pay out on billions of dollars worth of
12 The second principle 1'd like you to 12 policies.
13 renenber today, as we think about these issues, is a |13 V¢ don't have a state guarantee fund
14 commercial point instead of a statutory point. And |14 protecting us. \¢ have to do the due diligence in
15 it's that policyhol ders and cedents | ook at the risk |15 determning who our counterparty is. And reinsurer
16 in very different ways. 16 inpairnent is real. The concerns are |egitinate.
17 There is a reason that reinsurance is 17 V' re seeing that in the Del anare
18 exenpt fromnmuch of the body of state insurance 18 proceedings for Scottish Re. And |'ve said over and
19 regulatory laws. Because it's very different than 19 over again |'mnot here to say that today SOCRis
20 the concerns that a policyhol der has on the direct 20 the equivalent of Scottish Re. But our job as
21 side. And some of the objectors have tal ked about 21 cedents is to worry about whether they're going to
22 that intheir letters to you. 22 be.
23 So John Hancock wrote about the great 23 John Hancock wote this to you in their
24 inportance that cedents put on who their 24 public comment. And they were not even a party to
25 counterparty is. Cedents have to think about 25 these proceedi ngs anynore.
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1 And | want to be very clear. There was 1 decision out of the hands of cedents to put it
2 no deal, there was no settlenent, there was no side 2 initially in the hands of Transanerica and SOCR and
3 agreerment to let John Hancock out. Transanerica 3 to have that effectuated through you.
4 willingly, on their own, let 50 percent of its block | 4 And the last principle |'d like to talk
5 out of this proposed transaction. And, despite 5 to you about is the standard that we think applies
6 that, despite the fact that John Hancock will have 6 here. Andit's a question, Comm ssioner Qmren, you
7 the benefit of Transanerica as its counterparty, 7 asked us at the prehearing conference at the end.
8 it's still here telling you that cedents worry about | 8 To give you sone gui dance on what standard shoul d
9 that issue. And that's the issue that AQ is going 9 apply.
10 to speak to today. 10 And we wote in our briefs that we think
11 Protective has also subnitted a letter to |11 it's the reasonabl e objection standard. It's
12 you. And there they talk about concentration risk. 12 something that is certainly nentioned directly in
13 That's sonething that's addressed in Ms. Gerst's 13 the merger statute. And, if you look at all the
14 affidavit. And we'll discuss that with her as well. |14 standards about the affirmnative findings that you,
15 And this is what they wote: "Prudent counterparty |15 Cormissioner Omen, need to make under the division
16  risk managenment depends on a cedent's ability to 16 law those all speak to unfairness,
17 control such concentration.” 17  unreasonabl eness, protection of cedents.
18 Wien a cedent decides to do business with |18 And, intruth, it doesn't say protection
19 Transanerica, it's not just a monent intime. They |19 of cedents. It says protection of policyhol ders.
20 look to see what el se they had with Transameri ca, 20 But here they want you to treat cedents as
21 what they plan on having with Transanerica, how nuch |21 policyhol ders under the |aw
22 business is going to end up with Transanerica. 22 Fine. Let's do that today. But, if you
23 And just as inportant as a decision of 23 do that today, it means our interests nust be a
24 who to do business with is the decision who not to 24 central focus.
25 do business with. This plan seeks to take that 25 That's why | was so disappointed in the
Page 44 Page 45
1 language that | heard earlier. \¢ are treated as 1 that they have nmade.
2 intruders instead of intervenors. \¢ are treated as | 2 Those concerns have unfortunately been
3 intruders instead of stakehol ders. 3 very easily dismssed by the folks on that side of
4 But both your jobs under this statute is 4 the room And our hope is that this Comission
5 to protect us, to make sure there is no financial 5 won't dismss themas easily.
6 inpact on us, and, as you'll hear in the closing 6 | look forward to presenting ny case to
7 under the NA C best practices procedure, to ensure 7 you today.
8 that we are in the sane econonic position with the 8 COW SSI CNER OWEN  Thank  you.
9 sane protection post division as we would be pre 9 Anything further fromthe Dvision at
10  division. 10 this time?
11 There's a reason the division | aw says 11 MB. SOLE  No, Conmissioner.
12 there should be a contested case. And today ny job |12 COW SSICNER OWEN Al right. Wth
13 istotalk to you about the interests of the cedents |13 that, Transamerica, are you ready to proceed with
14 whose interest nust be at the center of that 14 your first wtness?
15 contested case. 15 MB. R CHARDSON  Conmi ssioner, we're
16 Reasonabl e objection. \W're going to 16 going to start with testinony fromM. Gerst.
17 talk about those today. |'mgoing to go through 17 COW SSI CNER OWEN Ms. Gerst, you' ||
18 themin ny closing. And | want to renind you of 18 need to be seated here and you will need to testify
19 sonething | said at the beginning. The burden is 19  under oath.
20 not onus. The burden is initially on them 20 So if the court reporter coul d adm nister
21 And we're here to tell you that cedents 21 the oath.
22 every single day take seriously the job of 22
23 determning who their counterparties are and how 23
24 they are managing their risk for thensel ves, for 24
25 policyhol ders, and for the future of the comitnents |25
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1 BON E CERST, 1 I's that your prefiled testinmony in front
2 called as a witness by Transanerica Life |nsurance 2 of you?
3 Conpany, being first duly sworn by the Certified 3 A Itis.
4 Shorthand Reporter, was exanined and testified as 4 Q And are the contents of that affidavit
5 follows: 5 true and correct to the best of your know edge?
6 Dl RECT EXAM NATI ON 6 A They are.
7 BY M5 R CHARDSON 7 Q M. CGerst, are you famliar with the Plan
8 Q  Good morni ng. 8 of Dvision that has been subnitted to the
9 A Good norning. 9  Conmi ssi oner ?
10 Q Wuld you nmind introducing yoursel f and 10 A | am
11 briefly describing your role at Transaneri ca. 11 Q Howdid you come to be faniliar the plan?
12 A Yes. M nane is Bonnie Gerst. | am 12 A | amthe executive sponsor for the Plan
13 president of financial assets for Transamerica. | 13 of Division and the work that was done within
14 reside in Cedar Rapids, lowa, and |'ve worked for 14  Transanerica to submt that. 1've worked on the
15  Transanerica for 25 years and been in the insurance |15 proposal for a nunber of years.
16  industry for 35. 16 Q  And why was Transanerica interested in
17 As part of ny responsibilities, | manage |17 pursuing a Plan of D vision?
18 some of the lines of business that are considered 18 A The Plan of Dvisionreally is the right
19 legacy for the overall organization and a 19 time, the right business objective. And we
20 substantial part of the bal ance sheet. 20 recognize that this is a matter of first inpression.
21 Q And did you submt prefiled testimony -- |21 The business that we had transacted with
22 A | did 22 SOR back in 2011 brought us to a point where we
23 Q --inthis matter? And, as a remnder, 23 transitioned the nanagement team the operations,
24 let me try to finish the question so that we don't 24 the enpl oyees to SOOR and they' ve been
25 talk over each other for the court reporter. 25 adnministering it since then providing all premuns
Page 48 Page 49
1 and clains to cedents fromthat point forward. W 1 operations and the business that had been
2 don't have any reinsurance operations in our 2 transferred economcal |y back in 2011.
3 business today. 3 Q  So you nentioned that you were invol ved
4 The business has progressed. It's gotten | 4 in developing the Pan of Dvision. Could you
5 substantially smaller. It isin a runoff block of 5 describe the process for devel oping the plan?
6 business. 6 A The process was robust. V& included in
7 V¢ have acknow edged that SOR s 7 our work actuaries, legal counsel, accountants for
8 financial strength rating is higher than it was at 8 both SOOR and Transanerica in the work and
9 the time of the transaction, and we recogni ze the 9 evaluation.
10 objectives of the NAICto have higher transparency 10 V¢ engaged MIlinman as an i ndependent
11 with the risks that are being taken and the ultimate |11 actuarial firmto review the proposed plan and the
12 risk-taker as well as the assets that are being 12 financials and the strength of SOORin this
13 transferred. 13 transition process.
14 So this was naturally an opportunity to 14 And then we engaged with the lovwa
15 use the statute -- this is what the statute was 15 Insurance Division to make sure that we understood
16  designed for. Were a business has been transferred |16 the regulations and the counterparties that woul d be
17 and it is ultinmately being sinultaneously nerged 17 required on their side froma |legal perspective and
18 with an entity that has taken that risk. 18 the independent actuary firmto, again, confirmthe
19 V¢ really do believe this is the 19 objectives and the fairness of the Plan of D vision.
20 objective of the statute. To sinplify organizations |20 Q  And have you reviewed the filings by AQ
21 and recogni ze that there weren't tools to do this 21 inthis matter?
22 restructuring before. 22 A | have.
23 Q And how did you sel ect the business that |23 Q And do you have any reaction to the
24 woul d be included in the Plan of Division? 24 filings?
25 A It was the business in our reinsurance 25 A | was surprised. As you look at the
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1 anount of reserves that are assumed by TLIC from 1 V@ think about reserves that are ceded,
2 AQ, they're only $90 nillion. The block has 2 as well as the future cash flows of that business,
3 substantially declined since 2011. And, if you 3 relative to the financial strength.
4 conpare it to their reinsurance program it's less 4 And, just to remnd you, the financial
5 than 1 percent of the risks that they cede to 5 strength of Transamerica and SOCR for these entities
6 external parties. Soit's, by ny measure, not 6 are equivalent.
7 nmaterial. 7 So, as we think about it, it should be an
8 | was al so surprised because they have 8 equivalent substitution. As the simltaneous nerger
9 restructurings that they've taken place inthe past. | 9 occurs.
10 They've used a sinmlar tool inthe WKto transfer 10 Q M. Cerst, are you aware that AQ has
11 risks between counterparties. And they're currently |11 also raised concerns about the difference in RBC
12 going through a nerger of Corebridge and Equitable. 12 between TLIC and SAUSA?
13 Wiich just illustrates that the insurance |13 A | am RBCis a solvency neasure. And
14 industry is dynamc and needs these restructuring 14 it's only one neasure to understand the financial
15  nechanisns in order to reduce conplexity. 15 strength of a conpany.
16 Q Inparticular, AQ has raised sone 16 There are different ways to manage
17  concerns about concentration risk. 17 capital. | would say -- and let ne just conpare and
18 Are you aware of that? 18 contrast Transanerica's way of managing capital
19 A | am 19  versus SOCR's.
20 Q And do you have any reaction to those 20 Transanerica maintains nost of its
21 concerns? 21 capital inits insurance conpany for narketing
22 A V¢, as an insurance conpany, nmanage and 22 purposes. And SOCR on the contrast, maintains much
23 monitor counterparty risk related to reinsurance as |23 of its capital at the hol ding conpany but uses
24 well. And let ne describe to you how we think about |24 capital support mechanisns to assure that it has the
25 that. 25 sane financial strength. Wich is recognized by the
Page 52 Page 53
1 rating agencies as they do their evaluation as well. | 1 proposed plan.
2 Q And are you aware that AGL has al so 2 Q And | think the exact phrasing that AQ
3 raised concerns about TLIGA's financial condition 3 used in their opening was that they would be in the
4 after the division? 4 same econonic position with the same protections.
5 A | am And was surprised. Because we've 5 D d you hear that?
6 established a net worth maintenance agreenent for 6 A | did
7  TLIGA which woul d assure, until the simultaneous 7 Q Do you have a view about whether they
8 nerger, it has the full support of Transanerica 8 would be in the same economc position with the sane
9 Life. 9 protections?
10 Q Inits papers, are you aware that AQ has |10 A Yes, | do. The work that we've done in
11 clained that no insurance conpany |icenses are 11  order to hire a nunber of actuarial firns to
12 necessary in this transaction? 12 reconfirm the objective was to make sure that
13 A | am 13 everybody is in the sane financial position before
14 Q Is that your understandi ng? 14 and after. And | go back to the financial strength
15 A | was surprised by that, too, because 15 rating of Transanmerica Life and SOCR are equival ent.
16 we've applied for the license that woul d be required |16 Q And did anything in the filings by AQ. or
17 under TLIGA 17 any of the comwenters cause you to change your
18 Q Do you have a view whether the P an of 18  opinion?
19 Dvision satisfies the financial requirements under |19 A N
20 lowa law? 20 Q Is there anything that has devel oped
21 A | do. M opinion-- we wouldn't bring it |21 since the plan was filed that you think the Dvision
22 tothe Insurance Division if we didn't believe that |22 needs to be aware of ?
23 the interests of all parties, whether it's 23 A N
24 policyhol ders, contracthol ders, reinsurers, other 24 Q Anything el se you' d |ike to add?
25 liability creditors, are protected under the 25 A No. Thank you.
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1 M5. RCHARDSON That's all | have. 1 Q I'mjust going to start by quickly
2 COW SSI ONER OWEN Does SOCR have any 2 talking about something you raised in your direct
3 cross-exam nation? 3 exanination which was not, | believe, in your
4 MR SCHWB. No, sir. Thank you. 4 affidavit. And that is about the AlGtransaction
5 COW SSI CONER OWEN  Let's turn to 5 and the current Corebridge merger.
6 Anerican General . 6 Do you recal | that testinony?
7 MR CHAKRABCRTY: \¢ have a witness 7 A | do
8 binder to make it easy for the witness to fol | ow 8 Q Can you tell ne what statute the AG
9 along. W have copies for counsel. | don't knowif | 9 transaction was effectuated under?
10 you all want copies since you have 13 feet of 10 A | cannot.
11 exhibits already. You can throw themaway when 11 Q Do you know what Solvency Il and Part M|
12 you're done. It just nmight make it easier to flip 12 transfer terns are?
13 back and forth. 13 A Yes.
14 COW SSI CNER OWEN | appreci ate you 14 Q Do you know what a Part VI transfer is?
15 offering those. Again, we do have them but 15 A Yes.
16  appreciate you for putting themin order. Thank 16 Q Do you know if the Al G proceedi ng was
17 you. 17  done pursuant to Part M I?
18 You may proceed, Counsel . 18 A No, | do not.
19 MR CHAKRABCRTY:  Thank you. 19 Q Do you knowif Part VIl expressly
20 CROBS- EXAM NATI ON 20 authorizes the transfer of assumed reinsurance
21 BY MR CHAKRABCRTY: 21 contracts?
22 Q Good nmorning, M. Gerst. 22 A M understanding is reinsurance contracts
23 A ®od norning. 23 have been transferred under Part VIl WK |aw
24 Q You and | have net before, haven't we? 24 Q Andis Part M1 alegal structure that
25 A V¢ have. 25 exists here in the Lhited States?
Page 56 Page 57
1 A No. M understanding is the corporate 1 Equitable has done sone non-consent novations of
2 division IBT laws are simlar to the Part V1. 2 policies between carriers.
3 Q Andwe'll get intothat with the 3 Q And do you know if any Equitable
4 Conmission alittle bit later. 4 policyholder, a single one, will have its
5 You al so nentioned the 5 counterparty switched out as a result of the merger
6 Corebridge/ Equitable nerger. Are you aware at what 6 wth Corebridge?
7 level of the corporate structures that nerger is 7 A | go back to ny statenent just before.
8 occurring? 8 Q kay. So | thought it mght be useful to
9 A M statenents were merely to identify 9 set the stage for today to talk about the
10 that the overall organizations of insurance are 10 relationship between Transanerica and AL and the
11 dynamic. |If you look at the contracts that AQG. has |11 other cedents, and | was wondering if you and I
12 entered into, many of themnay have been with 12 could get an agreenent on sone facts.
13 Transanerica Gccidental Life. Wichis a 13 You agree with me that the business that
14 predecessor of Transamerica Life. The worldis 14 is subject to the proposed transaction is solely
15 dynanic in the insurance industry. 15 Transanerica s assumed reinsurance business.
16 Q Well, let meask it adifferent way. Do |16 A Yes.
17 you know if a single American General policyhol der 17 Q That means Transanerica is the reinsurer
18 will have its counterparty switched out as aresult |18 and it has entered into contracts with direct
19 of the merger wth Equitable? 19 insurers like Arerican General.
20 A Say that again? 20 Rght?
21 Q Do you knowif a single Arerican General |21 A The reinsurance contracts on the assunmed
22 policyholder will have its named counterparty 22 inthe cedent side will be segregated into TLIGA
23 switched out as a result of the merger with 23 correct.
24 Equitabl e? 24 Q And there are no policyhol ders who are
25 A | donot. But | understand that 25 parties to those contracts; correct?
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1 A There are no parties that are 1 Q Wre you at the conpany at the tine?
2 policyholders in those contracts, correct. 2 A | vas.
3 Q And | think you nentioned that some of 3 Q And | presune Aegon and Transanerica had
4 the agreements were originally entered into by a 4  discussions with several other conpanies other than
5 Transanerica affiliate called Transamerica 5 just SOR
6 Cccidental ? 6 I's that fair to say?
7 I's that right? 7 A I'mnot aware.
8 A CQorrect. 8 Q WII, it landed on SOCR as its busi ness
9 Q And that entity merged into Transamerica 9 partner for that transaction in 2011
10 Life. 10 I's that right?
11 R ght ? 11 A Can you repeat the question?
12 A Correct. 12 Q Sure. In 2011 Transanerica nade the
13 Q Adit brought withit all its assets and |13 decision to select SOCR as its business partner on
14 liabilities as part of that nerger. 14 that reinsurance transaction.
15 Correct? 15 A The reinsurance transaction, at that
16 A Correct. 16 point, was conducted with SOCR yes.
17 Q Nothing was divided out of Transanerica 17 Q Dd Transanerica ask any of the cedents
18 ccidental before it merged into Transamerica Life? |18 for their opinions on who Transanerica's
19 A N 19 counterparty shoul d be?
20 Q And in 2010, Aegon, which | believe is 20 A That was not required under the
21  Transanerica's parent conpany, decided to divest 21 contractual law And contracts with those
22 itself of its reinsurance business; is that right? 22 counterparties.
23 A In 2011 vwe entered into reinsurance 23 Q So the answer is no.
24 agreenents to divest our reinsurance operations, 24 A Correct.
25 correct. 25 Q Are you aware that in 2012, follow ng the
Page 60 Page 61
1 original transaction, SOOR sent letters to 1 every cedent who was part of Transanerica's assuned
2 Transanerica cedents asking themto consider a 2 reinsurance bl ock?
3 novation. And, if you'd like to look at that 3 A CQorrect.
4 letter, it's A Exhibit 5that's in the binder in 4 Q Adsoisit fair to assume that if any
5 front of you. 5 cedent remains today as part of the defined bl ock,
6 A Yes. As apart of the transaction, it 6 and I'll put John Hancock out of the picture for a
7 was required that SOCR on behal f of Transanerica, 7 second, the defined block that is subject to this
8 notify all of the cedents of the transaction, advise | 8 division, they are here today as part of these
9 themand hel p us discontinue new business, as wel | 9 proceedi ngs because they said no to a novation in
10 as provide counterparties their options related to 10 20127
11 novati on. 11 A There were a nunber of cedents that did
12 Q And, if the cedents had agreed to 12 not respond to the commnication. So | don't
13  novation at that tine, they would have had a direct |13 believe you can say that everybody said no.
14 contractual relationship with SOOR and woul d no 14 And, just to remnd you, the corporate
15 longer have one with Transaneri ca. 15 division statute did not exist in 2011.
16 Is that fair to say? 16 Q Agreed. Do you knowif AQ said no?
17 A CQorrect. 17 A | do not.
18 Q Adisit also fair to assune that every |18 Q And, if you look at the letter under the
19 cedent -- well, actually, let ne back up here. 19 section that says "Dear Véyne," it says "In
20 | think you mentioned that this was part |20 August 2011, SOCR SE and its affiliates purchased
21 of the requirement of the transaction that SCOR send |21 the business of Transanmerica Reinsurance in order to
22 these letters out? 22 facilitate an efficient transition of the business
23 A They need to know who their managenent 23 to SOCR dobal Life Anericas (SAA), the
24 teamto admnister the business is, yes. 24 Transamerica conpani es remained your counterparties
25 Q And so SORsent a letter like this to 25 and the business was assumed by SAA by retrocession
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1 fromTransanerica." 1 ny question. M questionis do you agree that, as
2 So woul d you agree with me that, as a 2 of today, the status quo is that Transamerica's
3 result of the retrocessional arrangenent in 2011, 3 contractual counterparty is the cedent?
4 Transanerica renained the contractual counterparty 4 A Yes.
5 for all the cedents? 5 Q I'dask youto turn to AQL Exhibit 18.
6 A Can you show ne where you' re readi ng? 6 And I'Il represent to you that this is a docunent
7 Q I'mreading on AQ-5inthe letter. If 7 that was produced as part of the document production
8 you flip the page. R ght under "Dear Véyne." 8 that RRCprovided in this case. Andit's called
9 A And your question again? 9 "Talking Points and Q& A"
10 Q M question is would you agree with me 10 And it says "For use on a reactive basis
11 that after the 2011 retrocessional deal between SOCR |11 with call centers, as well as clients, business
12 and Transanerica, Transanerica conpani es renai ned 12 partners," and there are answers that are to be
13 the cedent's counterparties? 13 provided in connection with this transaction.
14 A To the extent that they did not 14 Do you see that?
15 recapture, did not novate, yes, the contracts would |15 A | do.
16  remain unchanged. 16 Q  Does Transanerica have a call center?
17 Q AMnd, as of today, the status quo is that |17 A Yes.
18  Transanerica remains the contractual counterparty 18 Q And | assune a call center is where a
19 for all of the cedents who are subject to this 19  policyhol der can call and say, "Wat's going on with
20 division. 20 the conpany" or "I have a question about ny policy."
21 Do you agree with that? 21 Is that fair?
22 A Under the Plan of Dvision, the intent is |22 A Yes.
23 to divide those contracts off. The contracts will 23 Q And do cedents typically call call
24 remain unchanged in the division as well. 24 centers?
25 Q So, M. Gerst, respectfully, that wasn't |25 A Not generally.
Page 64 Page 65
1 Q Sol want to draw your attention to a 1 A The adninistrative and busi ness
2 section on page 2. Wich is called "Response to 2 relationship has been between SOCR and the cedents
3 Ceding Conpany Exposure Concerns." 3 since 2011. To the extent that a counterparty had a
4 And do you know what the term"exposure 4 question related to coverage or a new regul ation
5 concerns” refers to? 5 coning out, they would not interact with
6 A The term"exposure concerns,” | woul d 6 Transamerica Life. They would be interacting with
7 expect, is a correlation to counterparty risk. 7 SR
8 Q Sothe first sentence of this section 8 Q WIlI, that's because you designated SOCR
9 says "SOR has been the sol e econom ¢ and 9 as your agent and administrator; right?
10 admnistrative counterparty for this block of 10 A And they owned all of the econonic
11 business since 2011." 11 inplications of the decision.
12 You do agree with ne that the contractual |12 Q Again, you designated SOCR as your
13 counterparty for this block of business since 2011 13 admnistrator and agent; right?
14 was Transanerica, not SOCR 14 A CQorrect.
15 R ght ? 15 Q And you told the cedents, "Go to our
16 A CQorrect. 16 admnistrator and agent when you have questions
17 Q And then the third sentence says "This 17 about your Transanerica treaty."
18 transaction sinply replaces a | egacy contractual 18 R ght?
19 framework with a clearer, direct relationship, a 19 A Correct.
20 structure that has been operating for nearly 15 20 Q  The cedents didn't make that decision on
21  years." 21 their own; correct?
22 You woul d agree with ne, again, that the |22 A CQorrect.
23 clear, direct contractual relationship for the last |23 Q  And so, when we talk about the status
24 15 years has been ceded to Transanerica, not ceded 24 quo, the status quo today is AQ. has a treaty with
25 to SOR 25 Transamerica, Transanerica has a separate contract
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1 with SOOR and you have designated SOOR as your 1 A In France.
2 admnistrative agent. 2 Q  So, when you talked earlier about the
3 Wul d you agree with me that today that's | 3 NACwanting greater transparency into who the
4 what the status quo is? 4 ultimate risk-taker is, whois the ultimate
5 A Itis. 5 risk-taker post Plan of Division?
6 Q kay. So earlier in your direct 6 A SAUA
7 examnation you said that the financial strength of 7 Q The ultimate risk-taker is the US.
8 Transanerica and SOCR are equival ent. \Wich SOR 8 entity and not the French entity? That's your
9 entity were you tal king about? 9 position?
10 A If you look to the financial strength 10 A That is the counterparty. And the entity
11 ratings fromfour agencies, you woul d say that 11 has the strength of the group through contractual
12 SAUSAis a deened a financial strength equival ent 12 obligations.
13 to Transaneri ca. 13 Q | want to ask you one |ast question on
14 Q So your positionis that SALUSA the 14 the talking points. Do you have that in front of
15 entity with $200 nillion in surplus, has the same 15 you? It's AQ-18.
16 financial strength as Transanerica Life Insurance 16 A Yes.
17  Conpany whi ch has over $5 billion? 17 Q And | want to draw your attention in
18 A Wen you consider the financial 18 particular -- I'Il find it for you in a second.
19  nechani sns and capital support and obligations that |19 Page 2 right above "Response to Cedent Conpany
20 are contractual, yes. 20  Exposure Concerns."
21 Q Rght. And so your positionisit's not |21 There's a sentence that says "The
22 just SAUSA alone, it's SAUSA plus parent; correct? |22 transaction will result in a reduction in
23 A Based off of the contracts that exist, 23 counterparty risk thereby inproving the overal |l risk
24 yes. 24 profile of Transanerica as well as reducing
25 Q And that parent is located where? 25 reporting conplexities for Transamerica."
Page 68 Page 69
1 Do you see that? 1 questions.
2 A | do 2 You did a calculation, and | think you
3 Q And so what you're telling your 3 talked about it in your opening, about the
4 policyholders here, or at least you intend to, is 4 percentage of business that AQ does with
5 that reducing your counterparty risk to SOCR 5 Transanerica and does with SORand if it's
6 inproves your risk profile. 6 conbined, if it's inmaterial.
7 Is that fair? 7 Do you recal | that?
8 A The NACin their RBC does not recognize, | 8 A In our neasure of how we woul d be judging
9 at this point, counterparty risk that nmrrors the 9 areinsurance programand the relative counterparty
10 counterparty of equal strength. So it assesses it 10 risk, yes.
11 off of the direct side. And that will be -- that 11 Q And woul d you agree with me the cedents
12 charge will be reduced as a result of this 12 have the right to nake that decision for thensel ves?
13 transaction. But it's not material. 13 A The NAICformila that we've set out sets
14 Q And the way you are reducing your 14 a standard for that cal cul ation.
15 counterparty risk is by shifting that risk to the 15 Q Soisthat ayes or ano? Doyou agree
16  cedents who will now assune that counterparty risk 16 with ne that cedents should be able to nake that
17 from SCCR 17  decision for thensel ves?
18 I's that right? 18 A The corporate division statute allows the
19 A Under the way the NN C RBC works, it does |19 segregation and al |l ocation of contracts between two
20 not assess multiple risk charges to counterparties. |20 counterparties, or two entities, and then nerger of
21 So the counterparty that they have to TLIC today 21 another counterparty. | would say, on the other
22 will be substituted by the counterparty risk of 22 side, does a cedent have the consent -- or the
23 SR And the financial strength rating of both are |23 objective of if there's a nerger on the other side,
24 equivalent. 24 it's sinilar in nature.
25 Q (ne last sentence on this series of 25 MR CHAKRABCRTY: | don't have any
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1 further questions for M. Gerst. 1 Mears, the chief investment specialist; and Adam
2 COW SSI ONER OWEN Thank you. 2 Jackson, assistant chief exam ner?
3 Any cross-exam nation by the Division? 3 A Yes. The entire lowa |nsurance D vision
4 MB. SOLE  Yes, sir. 4 that represents and monitors Transanerica Life were
5 CRCBS- EXAM NATI ON 5 represented as you said.
6 BYM SQE 6 Q And do you recall the RRC teami ncl uded
7 Q M. Gerst, in your testinony, you 7 Tricia Matson, Ben Leiser, John Hyde, Tapika
8 described yoursel f as the executive sponsor of the 8 {phonetic} Roy, Justin Schrader, Ed Koebel
9 teamfromTLICthat interacted with the Dvision and | 9 {phonetic}, and Larry S egel ?
10 RRC 10 A Yes, there was a robust teamon that side
11 I's that correct? 11 as well.
12 A Correct. 12 Q And those interactions al so included
13 Q Canyou tell ne what your duties were as |13 miltiple representatives of SOCR correct?
14 the executive sponsor? 14 A Correct. As well as representatives from
15 A | interacted with the Dvisionin 15 Transanerica Life.
16  proposing the objectives of the Plan of Division. | |16 Q And let ne ask you about the timng and
17 interacted with RRC as the work groups were bei ng 17  frequency of those interactions.
18 established and nonitored the progress of the 18 You described the engagenent of these
19 overall assessnent that was bei ng done al ong the 19 Teans as robust. Howoften did you neet with these
20 way. 20 Teans in preparing the plan?
21 Q And do you recall, in those interactions, |21 A In order to do the assessment and assure
22 that the Dvision's teamincluded its counsel, 22 that financial information was continuously flow ng
23 Jordan Esbrook; KimQoss, the deputy conm ssioner 23 to RRC we had a weekly status neeting where all of
24 of supervision, Mke January check, chief actuary; 24 the experts were available for questions, inquiries,
25 Kevin Qark, chief accounting specialist; Carrie 25 requests. As well as we nonitored it throughout the
Page 72 Page 73
1 week. So we had interactions on at |east a daily 1 wll say.
2 basis. 2 Q Doyourecall, for exanple, that RRC
3 Q And did you understand the purpose of 3 requested CRSA and Sol vency Il projections from
4  these neetings was for the Division to review and 4 SOR?
5 provide feedback on the conponents of the plan and 5 A Yes, the assessnent didn't stop froman
6 tofacilitate provision of information to RRC the 6 entity perspective. They |ooked at the overall
7  Conmi ssioner' s i ndependent expert? 7 group. Because one of the nechanisns to support the
8 A | did 8 capital structure of SAUSA depended on the SOCR
9 Q AMAdit'strue, isn't it, that the 9 group ultimate risk profile as well as projections.
10 Division requested fromTLI C and SOCR i nf or nati on 10 Q Youtold us previously that you have
11 and docunentation beyond what was initially provided |11 reviewed the submssions by AL in this matter;
12 with the proposed plan. 12 correct?
13 A Yes. V¢ provided the MIliman report to |13 A | have.
14  accelerate their review, but their review went 14 Q And AQ has characterized RRC as
15 further in depth. They asked for a lot of 15  rubber-stanping the MIliman report.
16 additional information, projections, confirnations 16 Voul d you agree with that
17 of contractual obligations in order to do their 17 characterization?
18  assessnent. 18 A They obviously weren't there. The
19 Q So, if I"'munderstanding correctly, even |19 process was robust. It took a lot of work on all
20 after the MIlinan report was produced to the 20 parties' sides, froman actuarial perspective, from
21 Dyvision and RRC the Division and RRC nade 21  SOCR managenent teans as wel| as the actuarial teans
22 additional requests for infornation and 22 onthat side, to do additional runs and financial
23 docurentati on. 23 information for RRCto get confortable with the
24 Yes? 24 assessnent.
25 A Yes. They put us through the paces I 25 Q  Your testinony states that the Division
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1 provided feedback and oversight on other conponents 1 I's that correct?
2 of the plan as well. And | believe one of those 2 A Inadditionto that, there was a net
3 areas you pointed out was the communication plan. 3 worth maintenance agreenent that was required for
4 I's that correct? 4 Transanerica Life to support the capitalization of
5 A CQorrect. 5 TULIGAuntil sinultaneous merger.
6 Q Do yourecall what the 11D s response was | 6 Q Dd you understand that, as part of their
7 as far as the commnication plan? Wat revisions 7 evaluations, both RRCand the MIliman team
8 they suggested? 8 considered cedent interests and concluded they were
9 A | don't remenber specifically, but we did | 9 adequately protected?
10 have a lot of interactions and took feedback and 10 A Inthis process, our objective is, across
11 nade sure that we conplied and enhanced the 11 the board, to make sure all counterparties, cedents,
12 communi cation plan appropriately. 12 and policyhol ders are protected appropriately.
13 Q  So there were changes nade as a result of |13 Q Do you believe the plan, as anended,
14 feedback fromthe Insurance Division? 14 acconpl i shes that?
15 A There vere. 15 A | do
16 Q And you also consulted with the Division |16 MB. SCLE  Thank you.
17 to deternine howto conformto the statutory 17 COW SSICNER OWEN I n terns of
18 licensing requirenent; correct? 18 timekeeping, ny questions wll be basically assigned
19 A Correct. 19 tothe party that's put the wtness on the stand.
20 Q | know you were asked sonme questions 20 So I'mgoing to go ahead and ask a few
21 about that licensing requirenent. | understand it's |21 questions because | want to nake sure that, as we go
22 your testinony that the Dvision deternmined TLIGA' s |22 through this process, the parties have an
23 eligibility for a Certificate of Authority in lowa 23 opportunity to react with any redirect or recross.
24 will be prenmsed on SQUSA's qualification in 24 M. Gerst, | do serve as the co-vice
25 additiontoaninitial capitalization of $5 mllion. |25 chair of the RBC Mdel Governance Task Force. So
Page 76 Page 77
1 we've been looking at this whol e issue of RBC and 1 The risk profile of two conpanies can be
2 what it's used for. 2 very different. Sothe RBCratio is not directly
3 | know in the evidence that was presented | 3 correlated to financial strength. The 400 percent
4 prehearing there was a lot of reference to RBC | 4 versus the 350 or 200 can't be directly conpared
5 assune you're famliar as well with the purpose of 5 unless you know the underlying risks of
6 RBC 6 sensitivities and risks that are being taken by both
7 THE WTNESS: | am 7 organizations.
8 COW SSI CNER OWEN | guess | would like | 8 So, as | assessed the P an of Division
9 your coment or your thoughts with regards to -- | 9 and the right time, the right business objective,
10 nean, clearly RBCis for the purpose of identifying |10 you have to assess the other mechani sns that provide
11 weakly capitalized conpanies for the purpose of 11 capital security and protections to cedents,
12 triggering regul atory action. 12 policyhol ders, and counterparties. And that
13 And, frankly, we've had a lot of 13 includes those capital naintenance agreenents.
14 discussions about the fact that RBCreally is not 14 As you ook at rating agencies, they get
15 that effective. In fact, we actually say it's 15 that full perspective of the overall organization
16 inproper to use it to showrelative strength. 16 and the tool s and capital mechanisns for which they
17 I know that in rendering your opinion 17  nmanage their capital.
18 about adequate protection with the proposed plan you |18 QOW SSI CNER OWEN You al so identified
19 considered other things, but to what degree, in your |19 that this was a case of first inpression. And so
20 opinion, is RBCeven relevant to an inquiry wth 20 I'mactually just interested -- as you' ve referenced
21 regards to financial strength? 21 all of the work that was done in this, both the work
22 THE WTNESS: RBCis a solvency neasure. |22 that was done by the Division in interacting wth
23 As you said, it's used for insurance divisions to 23 Transarerica but also as you' ve had a chance to | ook
24 identify weakly capitalized conpanies and triggers 24 over the evidence, one of the issues really does
25 for insurance divisions to stepin. 25 relate back to the standard of approval in 521l.8.
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1 And the provision that, frankly, has 1 reinsurance to a policyhol der to make sure that we
2 drawn ny greatest attention is the provision that 2 were taking care of themand protecting themand
3 describes that the interests of the policyhol ders, 3 viewng themin the sane diligence that needed to be
4 creditors, or sharehol ders of the dividing insurer 4 done with a policyhol der.
5 wll be adequately protected. And that the Plan of 5 But, at the end of the day, it is a
6 Dvisionis not unfair or unreasonable to the 6 segregation of contracts that happens in a division.
7 policyholders of the dividing insurer. And, 7 And, technically, because, as Mntz said, they' re
8 thirdly, it's not contrary to public interest. 8 not covered by the Quaranty Fund Association, they
9 Again, there's been this disagreement 9 really are creditors.
10 apparently about what it is that the cedents are in |10 OCOMWM SSICNER OWEN Al right.  Let's go
11  that framework of analysis. And | nostly heard you |11 to redirect.
12 just say -- referencing this idea that the interests |12 I's there any redirect from Transanerica?
13 are adequately protected. 13 M5. R CHARDSON  Cormi ssi oner, we don't
14 On behal f of Transanmerica, do you have an |14 have any.
15 opinion as to howthe rest of those provisions apply |15 COW SSICNER OWEN | don't think SOCR
16 to cedents? 16 had questions to begin with.
17 THE WTNESS:  Yeah. As we evaluated the |17 MR CHAKRABCRTY: Mo, sir.
18 policyhol der, creditors, and other obligors of a 18 COM SSICNER OWEN  So let's go to AQL.
19 conpany, it's a way to categorize assets and 19 Do you have any additional recross?
20 liabilities. And, inthat division, youre 20 MR CHAKRABCRTY: Mo, sir.
21 segregating assets and liabilities related to 21 COW SSI CNER OWEN Anyt hing furt her
22 contracts. That nay be contracts wth 22 fromthe Division?
23 policyhol ders, that may be contracts with 23 M5. SOLE No, sir.
24 reinsurers. 24 OOW SSI CNER OWEN Thank you,
25 V¢, inour plan, correlated a cedent or a |25 M. Gerst. You nay step down.
Page 80 Page 81
1 THE WTNESS:  Thank you. 1 D RECT EXAM NATI ON
2 COW SSI ONER OWEN Transareri ca nay 2 BY MR KIN\EY:
3 call your next witness. 3 Q ®od nmorning, M. Robbins. Wuld you
4 MR KINNEY: The next witness is actually 4 please take a noment to introduce yourself to the
5 going to be M. Robbins on behal f of SOCR 5 Commissioner and the Deputy Attorney General ?
6 COW SSI CNER OWEN M. Robbins, you' Il 6 A Sure. |1'mBrock Robbins. And | am CEO
7 need to be seated up here. And you will need to 7 of SORsUS -- global US life and health
8 testify under oath. 8 reinsurance business. That was tough to get out.
9 So if the court reporter coul d admnister 9 Sorry. | apol ogi ze.
10 the oath, please. 10 Q M. Robbins, you submtted two wtness
11 BROOK RCBBI NS, 11 statenments in this matter; is that right?
12 called as a witness by SOOR A obal Life USA being 12 A Yes, | did.
13 first duly sworn by the Certified Shorthand Reporter, |13 Q  And so you understand that those witness
14 was exanined and testified as fol | ows: 14 statenents constitute your testimony in this matter?
15 MR KIN\EY:  Conmissioner, Deputy AG 15 A | do
16 Bull, 1"'mTomKinney from Trout man Pepper Locke on 16 Q Is there anything in either of your
17 behal f of SAUSA 17 witness statements that you' d like to correct or
18 OOW SSICONER OWEN And i f you coul d 18 anend for the record?
19 speak up just to nake sure that -- we have this tool 19 A No, thereisn't.
20 that creates softening white noise. So please nake 20 Q S, can you provide the Commissioner and
21 sure you speak loud enough to speak over the white 21 the Deputy Attorney General with a sunmary of your
22 noi se. 22  background and your connection to the proposed
23 MR KINNEY: Thank you very much, sir. 23 transaction?
24 24 A Sure. Solet's see. |'ma actuary by
25 25 background. And, again, as | said, I'mCEOof SOCR
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1 dobal Life's US life and health reinsurance 1 sufficient anmount of capital to be strong.
2 business. |'ve beenin that role since 2024. Rght | 2 But it's inportant that we hold the
3 at the end of 2024. 3 capital at the center of the organization because it
4 But previously | actually started at 4  enables us to devel op diversification risks,
5 Transanmerica Re in 2003. | was there as a menber of | 5 diversifying different risk fromacross the world,
6 senior managenent until 2011 and then was part of 6 and then being able to make that more econonic,
7 the business that was acquired by SOOR and came 7 because we have to hold a little bit |ess capital
8 along with SOCR along with the rest of the 8 because you can bal ance things off, and then be able
9 Transanerica Re enpl oyees, and have been invol ved 9 to pass that on to the ceding conpanies who are
10 with that business ever since. And, again, nyself, 10 looking for more economcal reinsurance prices to
11  in a senior |eadership role. 11 then hel p the policyhol der.
12 Q Thank you, sir. MNow in your initial 12 So effectively we're a very -- you know
13 witness staterment, you offered sone testinony about |13 we're kind of naking efficiencies by being able to
14  SAUSA's capital condition. 14 pool risks at a broader gl obal |evel.
15 Can you briefly explain to the 15 And so, when you step back and think
16 Comrmissioner and the Deputy Attorney General SCCR's |16 about SOOR and think about our U S. business wthin
17 strategic approach to capital managenent? 17 SR well, we're 25 percent of the entire conpany.
18 A Sure. And, again, | think thisis 18 We're the biggest single business unit at SOR life
19 simlar toalot of reinsurers as well. But SORs |19 and health business, inthe US
20 approach, and I think you ve heard it described 20 And so, with that, it's very inportant
21 el sewhere, too, is a conpany that, as a gl obal 21 that we are strong financially. Because it's really
22 reinsurer, we hold capital at the center of the 22 core to the overall franchise and health of SOR
23 organization. 23  dobal.
24 And then we do make sure that our |ocal 24 So it's very, very intertw ned.
25 legal entities, operating legal entities, have a 25 Q And, sir, where does SALUSA sit within
Page 84 Page 85
1 SORs US operations? 1 local operating entities inthe US., have the
2 A Ch. SAUSA it's the flagship conpany 2 appropriate anmount of capital for what we need in
3 that we have inthe US It's the conpany we wite 3 effect. So we're nonitoring things very carefully.
4 all of our new business. And have witten there 4 To the extent that -- you know, if there
5 since 2014. 5 was ever a situation where we had to call upon the
6 And, again, so that's the key operating 6 capital maintenance agreement or the parental
7 conpany that we have inthe US It's based in 7 guarantee, those are really seen as backstops that a
8 Del anare. 8 regulator can certainly rely upon.
9 Q Now sir, there's been some di scussion 9 But, again, given the strategic nature of
10 about the various capital naintenance agreenents and |10 our business here in the US and howinportant we
11 parental guarantees between SOCR SE and sone of the |11 are, it's sonmething that we manage very, very
12 US entities. 12 carefully so that it's not something that we need to
13 Can you give the Comissioner and the 13 call on, if you woul d.
14 Deputy Attorney General sort of an overview of how |14 Q M. Robbins, AQ's prehearing subm ssion
15 those agreenents support SGLUSA s operations? 15 notes that, as of January 1st of this year, there's
16 A Yeah, | certainly can. And just kind of |16 a new master services agreenent for the parental
17  stepping back, first, as just a |evel set. V@' ve 17  guarantee which establishes a framework for
18 never actually used and cal l ed upon the capital 18 allocating costs associated with the parental
19 rmaintenance or parental guarantee agreenents. 19  guarant ees.
20 That's not how it works. 20 Can you give the Cormissioner and the
21 You know, we manage capital and are very |21 Deputy Attorney General a sense of what those costs
22 focused capital and are projecting it on a regul ar 22 are.
23 basis, updating projections, nonitoring it, just to |23 A Yeah. So | did have the teamkind of go
24 make sure that we are allocating it effectively 24 and look and see what the level of those costs are.
25 across the organization and that our local entities, |25 And they're very, very small. | think for the full
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1 year, for SQLUSA on a quarterly basis it's about 1 have equivalent financial strength. The way that we
2 $50,000. And then, if you look at SAA it's about 2 nmanage capital, or manage our RBC at the | ocal
3 $70,000 on a quarterly basis. So, again, very, very | 3 entity level, differs, but it does differ oftentines
4 smll. 4  between reinsurers and direct conpanies. And we saw
5 Q And, sir, will that new cost have a 5 that, | think, inthe MIliman report that | think
6 material inpact on the SALUSA cash flows that RRC 6 was certainly introduced here in evidence. Were
7 relied on? 7 our RBCin SAUSAis right inthe mdde of our
8 A No. Not only would it be an immaterial 8 reinsurance conpetitors.
9 inpact given the size, but then as well, too, 9 So, fromthat perspective, not only is a
10 actually within the cash flows that RRC recei ved, 10 financial strengths rating, which incorporates all
11 that sane |evel of expense was already included. It |11 of the financial strength of the organization,
12 was just allocated a different way within the 12 equivalent and actually exactly the same as Aegon's,
13 overall expenses fromthe entity. V@ just kind of 13 also our Solvency Il solvency ratio at the gl obal
14 changed the way that things were billed in 2026 14 level is higher than Aegon's.
15 going forward. 15 So, again, that's just one rmeasure. You
16 But, again, actually, it wouldn't affect |16 have to ook at all the neasures. But, again, we're
17 the cash flows at all. As near as | can tell. 17 a very, very strong counterparty. As is Aegon as
18 Q Thank you, sir. How do you respond to 18 well.
19 AQ's suggestion that SALUSA' s financial condition 19 Q S, your witness statement acknow edges
20 is not sufficient to adequately protect the 20 that, in addition to AQ, Sun Life, Protective, and
21 interests of cedents |ike AQ? 21 John Hancock have each objected to the proposed
22 A Yeah, | definitely disagree with that 22 transaction.
23  pretty vehenently. You know, when you kind of step |23 I's that right?
24 back -- and | think Bonnie did a good job of saying |24 A Yes. That's correct.
25 it as well too. Is that -- you know overall we 25 Q S, do you know, how many cedents,
Page 88 Page 89
1 approximately, will have agreenents allocated by the | 1 A Wiich ones are you referencing?
2 proposed transaction? 2 Q  The 2011.
3 A Alittle over a hundred. To ny 3 A Let's see. Yeah, | would have been --
4 under st andi ng. 4 so--1 man, | was certainly part of the sale
5 Q Soisit safeto say that the entities 5 process in the sense that -- you know, | was
6 who have filed objections are in the mnority? 6 involved as a senior |leader at Transanerica. | was
7 A Yes, they'reinthe small mnority, I 7 part of the sale process with respect to interacting
8 would say. 8 with potential purchasers and things |ike that.
9 MR K NNEY: Thank you. | have no 9 Wien it got to the specific contractual
10 further questions. 10 piece of it, that's not sonething that |1 was
11 OOW SSI ONER OWEN AQL? 11 involved in.
12 CRCBS- EXAM NATI ON 12 Q Well, you focused on the part | wanted to
13 BY MR CHAKRABCRTY: 13 ask about. Wiich M. Gerst didn't know the answer
14 Q | don't have that many questions for you, |14 to.
15 Brock. You and | know each other as well too; 15 D d Transanerica have other purchasers
16 right? 16 that it was considering other than SOCR?
17 A Yes, we do. 17 A I'mnot sure if I"mable to answer that.
18 Q Apparently I've litigated against 18 Q You don't have to tell me their nanes.
19  everyone these days. 19  Yes or no.
20 | think you mentioned that you were at 20 A Yes.
21  Transarerica since 2003? 21 Q And did you consult with the cedents as
22 A Yes. That's correct. 22 to who Transanerica's purchasers woul d be?
23 Q  And were you part of the retrocessional 23 A | wouldn't know that.
24  agreement negotiations between Transanerica and 24 Q And, in the process that M. Gerst
25 SOR? 25 discussed that has been going on since 2024, and
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1 M. Sole brought out on the record, how nany tines 1 OOW SSI ONER OWEN Thank you, sir.
2 did you have a discussion with a cedent about the 2 THE WTNESS:  Thank you.
3 terns of the Pan of Dvision? 3 OOW SSI ONER OWEN Let' s go ahead,
4 A | don't recall having a discussion with a | 4 since we're between wtnesses, and take a 15-mnute
5 cedent about the terns. 5 break. Soit's now9:43. W'Il recess until 10:00.
6 Q  And you heard during ny questioning of 6 (Recess taken at 9:43 a.m)
7 M. Gerst that there was a 2012 novation request 7 (Hearing resuned at 9:59 a.m)
8 that was sent by SOCR a post-retrocessional deal, 8 OOW SSI ONER OWEN V' re back on the
9 asking cedents like AQL to novate those treaties. 9 record, and | think we're ready to proceed with the
10 Do you recal | hearing that? 10 next witness.
11 A | do 11 Any further witnesses from SOOR?
12 Q Hownmany tines since 2012 has SOCR 12 MR KINNEY: Yes. M. Hayward.
13 approached AQ, again, to ask for a novation of 13 COW SSI ONER OWMEN M. Hayward, if
14 those treaties? 14 you' d come forward and be placed under oath so we
15 A | don't know 15 can receive your testimony.
16 MR CHAKRABCRTY: | don't have anything 16 SEAN HAYWARD,
17  else. 17 called as a witness by SOOR Qobal Life USA being
18 COW SS| CONER OWEN Thank you. 18 first duly sworn by the Certified Shorthand Reporter,
19 I nsurance D vision, any 19 was examned and testified as fol |l ows:
20  cross-exan nation? 20 COW SSI ONER OWEN You nay proceed.
21 MB. SOLE No, sir. 21 DI RECT EXAM NATI ON
22 COW SSIONER OWEN  In light of the very |22 BY MR K N\EY:
23 brief cross-exanination, any additional questions on |23 Q od norning, M. Hayward. Wul d you
24 redirect? 24 please take a noment to introduce yourself?
25 MR KIN\EY: No. 25 A Sure. I'mSean Hayward. |'mthe chief
Page 92 Page 93
1 reserving actuary for SORs US. life and health 1 projections, they had some questions there.
2 business. 2 So really ny job was to hel p them
3 Q M. Hayward, what are your 3 understand what had been provi ded and answer any
4 responsibilities as chief reserving actuary? 4 questions.
5 A Sonyteamis responsible for all the 5 Q So you testified in your rebuttal
6 financial projections that are used for external and | 6 affidavit, and just a second ago in your response,
7 internal reporting purposes, both IFRS 17 and 7 that one of the issues you hel ped clarify for RRC
8 Solvency Il, as well as all of our regulatory 8 was SOR s internal retrocessional structure and the
9 reserving projections. 9 various capital maintenance agreenents that were in
10 Q M. Hayward, you subnitted a rebuttal 10 SOCR s strategic plan.
11 witness statement in this natter; is that right? 11 Can you briefly, at a high level, provide
12 A Yes. 12 an overview of those issues for the Conm ssioner and
13 Q  And do you understand that this witness 13 the Deputy Attorney General .
14 statenent constitutes your testinony? 14 A Sure. Andit is simlar to what
15 A Yes. 15 M. Robbins said earlier. SORis a gl obal
16 Q Sir, at ahigh level, can you explainto |16 reinsurer. Qur parent conpany is in France. W&
17 the Commi ssioner and the Deputy Attorney General 17 have a nunber of legal entities withinthe US.
18 what role you played in the proposed transaction. 18 And our general method for nanagi ng
19 A Sure. Sothe transaction itself | didn't |19 capital is to maintain maximumflexibility at the
20 have an active role. Were | first got invol ved 20 group level. So we've worked with Del anare on what
21 was, as RRCwas doing their analysis, they had sone |21 we should naintainin our legal entities within the
22 questions about -- as M. Robbins described earlier, |22 US And then any excess, we've given it up to SOOR
23 the corporate and capital structure of SORis 23 group. And then, as entities need it, we will
24 different than a direct witer. And then, as they 24 dividend it back -- or contribute it back down into
25 started digging into some of the financial 25 those entities.
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1 Q Soyou also testified that you helped RRC | 1 pending nanagenent actions altogether fromthe

2 understand SOCR's views regarding its projected 2 projections.

3 future cash flows. 3 So that is what's referred to as the

4 Can you briefly explain to the 4 prudent estinate.

5 Commissioner and the Deputy Attorney General the 5 | do want to nake a slight revision

6 different types of financial projections that SOCR 6 tosomething | -- or aclarification probably on

7 shared with RRC 7 sonething | saidinny affidavit where -- | think I

8 A Sure. So, fundarmentally, there's really 8 nake a statenent that there's no place where SOR

9 one set of best estimate assunptions is what | would | 9 nakes use of that prudent estinate assunption.

10 call it. So, with respect to modeling premuns and |10 Wiat | neant was froma managenent --

11 nortality and policyhol der behavior, as well as what |11 |ike, a nmanagenent of the business standpoint, we
12 we woul d call managenment actions, both for actions 12 don't. V¢ do use that projection for asset adequacy
13  we can take as well as the cedents can initiate, we |13 testing.

14 have a best estimate set of assunptions. And so 14 But, otherw se, that projection, that's
15 those were provided. 15 its sole purpose. Qur best estimate includes these
16 Additional ly, for sone of our regulatory, |16 pending management actions.

17 in particular asset adequacy testing, we have what 17 Q  And conversely, sir, what does SOCR use
18 arereferred to in the various docunents as a 18 the best estimate projections for?

19 prudent estimate. The only difference there is 19 A For that, we use it for everything. So
20 pendi ng managerment action, so actions where we have |20 they're the foundation of our IFRS 17 and

21 notified a cedent, the timng of those can be 21  Solvency Il external reporting requirenments. Wich
22 unpredictabl e. 22 are fully audited and governed by a coupl e of

23 So, for asset adequacy purposes, we don't |23 different regulators. The Irish regulator and the
24 want to guess on when those are going to resolve or |24 French regulator. V¢ use that for all our internal
25 what the outcome is going to be. So we just remove |25 planning and anal ysi s purposes.

Page 96 Page 97

1 Basi cal |y, those best estinmate 1 COW SSI CNER OWEN  You nay pr oceed.

2 assunptions and projections are kind of the 2  BY MR KINEY:

3 foundation for howwe | ook at the business. 3 Q M. Hayward, you testified a nonment ago

4 COW SSI ONER OWEN Let ne i nterrupt 4 you were asked to explain these issues to RRC

5 just for a nonent. 5 Can you explain why you submtted a

6 Mbst of those of us in the room probably 6 rebuttal wtness statenment?

7 al known what IFRSis. But, for the benefit of any | 7 A Sure. Simlar tothe function that I

8 potential review by soneone el se, can you describe 8 attenpted to play throughout the RRC s work, which

9 what that is. 9 was to help clarify and answer any questions,

10 THE WTNESS: Sure. SO IFRS 17 is a 10 reading through AQ's subnission it seemed |ike

11 global accounting standard. So U S conpani es 11 naybe there was sone clarifications that could be
12 potentially refer to the US GAP. Wichis the 12 used and that | could potentially serve a sinilar
13 local, the US. version, of kind of the public 13 role here for the Conm ssioner and the Deputy AGto
14 reporting accounting standards. IFRS 17 is 14 help kind of clarify some of the points that were
15 basically the non-US. version of that. 15 nade in there as well.

16 And then Solvency Il, which | think I 16 MR KINNEY: Thank you, M. Hayward. |
17 nmentioned and may come up, that is kind of the 17 have no further questions.

18 global version of RBC That is the required capital |18 QOW SSI CONER OWEN Does Transaneri ca
19 and sol vency neasurenent that's used outside the 19  have any cross?

20 US Wereas, RBCis the nain framework used within |20 MR KRN V¢ do not.

21 the US 21 COW SSI CNER OWEN  Let' s nove to AQL.
22 COMWM SSI ONER OWEN Just be careful of 22 MR CHAKRABCRTY: So, Conmi ssioner Qmren,
23 those acronyns. 23 | amgoing to show the projections to the witness.
24 THE WTNESS:  Fair enough. | appreciate |24 Those have been designated as confidential. | don't
25 the clarification. 25 knowif there will be a need to actually talk about
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1 the nunbers, but obviously the nunbers are in our

2 briefs. Those have been designated confidential .

3 So | think, unless TLIC and SOCR thi nk
4 otherwise, thisis anonent to close the public

5 hearing while | do this cross-exam nation.

6 COW SSI CONER OMEN So do you plan to
7 display themon the screen?

8 MR CHAKRABCRTY: | ampl anning on giving
9 themto the witness. | don't plan on putting it on
10 the screen. | nmight have questions about the

11 nunbers. That's why | need to know -- he has spoken
12 about the difference. | just don't know how they
13 want to treat the confidentiality since they didn't
14 designate his opening as confidential.

15 COW SSI CONER OWMEN So, in response to
16 his request, is it your request that we go into a
17 confidential setting?

18 MR SCHWB: Yes, please.

19 COW SSI CONER OWEN At the request of
20 SOR we will go ahead and nove into a confidential
21  setting.
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4 COW S5 R aveN [
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9 Vul d you announce your next witness.

10 M5, H GENBOTHAM M. Laird Zacheis.
11 COW SSI ONER OWEN M ease have a seat.
12 And you will need to be placed under oath.

13 LA RD ZAGHH S,

14 called as a witness by Transanerica Life I nsurance
15 Conpany, being first duly sworn by the Certified
16  Shorthand Reporter, was exanmined and testified as
17 follows:

18 MB. H GENBOTHAM  And | m Kat heri ne

19  H ggenbot ham from W1 | ki e.

20 COW SSI ONER OWEN You may proceed with
21 your direct exanination.

22 Dl RECT EXAM NATI ON

23 BY M5, H GENBOTHAM

24 Q Wuld you pl ease introduce yoursel f and
25 tell us what you do for a living.
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A God norning. |'mLaird Zacheis. I'ma
principal and consulting actuary with the firmof
MIliman, Inc. |'ve been there 35 years. |'ve

focused ny career on advising life insurance conpany
transaction activity.

Q And are you famliar with the Pl an of
Dvision that's been subnitted to the Conm ssi oner?

A | am

Q And how did you cone to be famliar with
the Pan of D vision?

A | was retained by Transanerica and SOCR
to performfinancial analysis with respect to the
Plan of Division and Merger with respect to the lowa
statute requirenents.

Q And did you subnit prefiled testimony in
this matter?

A I did

Q Andis that your affidavit in front of
you?

A Yes.

Q And are the contents of the affidavit
true and correct to the best of your know edge?

A Yes. They are.

Q Anddid MIliman create a report in
connection with this engagement?
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1 A Yes. Qver the course of 2024 through 1 solvency, and for the other itens contained in the

2 2026, we devel oped an initial analysis, and then 2 lowa statute.

3 subsequent!y updated the analysis in 2026, where we 3 Q And what did MIliman do to conduct its

4 spent about three months working with Transanerica 4 anal ysis?

5 and SOCRin reviewing their financial information. 5 A Over the course of the several nonths, we

6 V¢ worked with several colleagues to pull 6 requested and received a variety of information from

7 together our findings into a report. Adraft report | 7 SOR and Transamerica, including historic financials

8 was discussed initially with SOOR and Transanerica 8 for the business, pro forma projections for the

9 and then ultinmately with the lowa Insurance Dvision | 9 nmerged SCLUSA

10 and with RRC 10 V¢ reviewed reserve adequacy for the

11 Q Adthereport. Isthat alsoinfront of |11 SA.USA pre nerger and anal yzed the capital position

12 you? 12 before and after the transaction, RBC ratios before

13 A Yes. 13 and after the transaction, certain other itens, such

14 Q Andthat's atrue and correct copy of the |14 as liquidity analysis, and as wel| reviewed several

15 My 29th, 2026, updated MIIinan report? 15 stress tests and a variety of sensitivity tests for

16 A That's correct. 16  that financial information.

17 Q Qould you describe the scope of your 17 Q  And what were MIliman's concl usi ons

18 assignment? Wiat MIliman was asked to do by 18 based on the anal ysis?

19 Transanerica and SOCR 19 A So, fromour work, we concluded that,

20 A W were asked to review a series of 20 post transaction, both TLIC and the nerged SGLUSA

21 financial information, financial analysis, related 21 were financially stable. Their RBCratios were in

22 tothe potential transaction. And, in particular, 22 line with peers. The conpanies were -- the two

23 toreviewthe state of TLIC and the merged SALUSA 23 conpani es were sol vent. The financial conditions

24 post transaction for their financial stability, for |24 for the merged SALUSA to continue to transact

25 the security to the underlying cedents, for 25 reinsurance business in the state of lowa were met.
Page 132 Page 133

1 Q Ad are you famliar with Arendment No. 1 | 1 A | sawthat comment, yes.

2 tothe Pan of Dvision? 2 Q Is that accurate?

3 A Yes, | am 3 A No, it's not accurate, and | believe it's

4 Q And did Arendment No. 1 to the plan 4 amnmsreading of the text we do have in our report.

5 affect MIliman's concl usi ons? 5 Once our report was assenbl ed, at the

6 A No. V& reviewed the inpact of excluding 6 request of Transanerica and SOCR we did provide it

7 the Hancock treaties fromthe perimeter of the 7 tothe lowa insurance departnent and to RRC for

8 division and nerger, fromthe financial analysis we 8 their background and to -- as they were pulling

9 saw as well as the structure of what we understood 9 together their work.

10  was happeni ng. 10 V¢ then had a nunber of conversations

11 The financial results were inmaterial as |11 wth RRC including nenbers of SOCR and TLIC and the

12 aresult of the -- the inpact was inmaterial as a 12 lowa insurance department, to explain our work as

13 result of Arendment No. 1. So it had no inpact on 13 woul d be typical for this process.

14 our concl usions. 14 But our work was within the scope defined

15 Q And did you review AQ's prehearing 15 by Transanerica and SOCR and was not directed by

16 filings in this matter? 16 RRC

17 A I'vereadit, yes. 17 M5. H GENBOTHAM  Thank you. | don't

18 Q Aethere any criticisns of MIlinman's 18 have any other questions.

19 analysis that you would |ike to respond to or 19 OOW SSI ONER OWEN Any

20 address here? 20  cross-exannation by SCCR?

21 A Inreading the AL material, | did not 21 MR SCHMB: No, sir. Thank you.

22 really see any criticismof our work itself. Sol 22 CROBS- EXAM NATI ON

23 have nothing to respond to. 23 BY MR CHAKRABCRTY:

24 Q And are you aware that AGQL says that you |24 Q  ®od norning.

25 prepared your report at the request of RRC? 25 A Good norning.
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1 Q Can | get your last nane pronunciation 1 wth RRC
2 just sol don't nmess it up? 2 Q  And when was that request nade?
3 A Zacheis. 3 A | don't recall exactly when the request
4 Q & haven't net either; right? 4 was, but, for the recent report, | believe the
5 A | don't believe so. 5 discussions with RRC and the lowa | nsurance D vision
6 Q | just want to start with what you said 6 were occurring through the earlier part of this
7 at the very end. That AQL had nisread the statement | 7 year. So March/April kind of tine frane.
8 that the report was prepared at the request of the 8 Q  Wen did you first have communication
9 lowa Insurance Division's expert. 9 with RRC about the Plan of Division?
10 So | want to actually read into the 10 A Qur initial comunication woul d have been
11  record -- and this is on the disclainmer page of your |11 inthe fall, nmaybe early fall, of 2024.
12 report. It says "At the request of the |owa 12 Q 2024. And how many tinmes have you spoken
13 Insurance Division's expert R sk & Regul atory 13 to sonmeone at RRC from2024 until the date that you
14 Consulting, LLC the Transanerica group of conpanies |14 provided this report to then?
15 and SOCR Qobal Life Americas Reinsurance Conpany 15 A There was initial work done in the fall
16 and its affiliates and parents are providing this 16 of 2024 and then that was put on hold. That
17  Mlliman, Inc.," MIliman in quotation marks, 17 involved a nunber of conversations, | don't recall
18  "report." 18 how many, but | might have guessed six or eight.
19 So I'mtrying to understand. What 19 Then | don't recall any conmunication,
20 request are you referring to here and fromwhomwas |20 although there coul d have been sore, in 2025.
21 that request received? 21 Wien the work resurrected in 2026, after
22 A The request was to provide a copy of our |22 we had updated our work, we began additional
23 report to the lowa Insurance Division and to RRC 23 conversations with RRC and the departnent.
24 The request came to us through Transamerica and 24 Q Wy was the work put on hold in 2024?
25 SR | don't know who nmade the original request 25 A I'mnot aware of the reasons other than
Page 136 Page 137
1 SOCR and Transarerica decided to put it on hol d. 1 clear that we did our work on behal f of our clients.
2 That happens frequently in our line of work. So -- 2 Transamerica and SOOR  And that, froma | egal
3 but I"'mnot aware of the precise reasons in this 3 perspective, we don't owe a fiduciary duty -- owe a
4  case. 4 duty to other parties.
5 Q No one told you why the work was being 5 Q Solet neaskit adfferent way. Isit
6 put on hol d? 6 your viewthat RRC should or should not rely on
7 A | believe that we were informed there 7 Mlliman's report?
8 were internal systens and kind of procedures, 8 A M viewis that RRC should conme to their
9 cleanups, going onin SOCR at the tinme, and they 9 own conclusions and shoul d not rely on our
10 felt they woul d be better prepared to doit at a 10 conclusions. There is material in the report where
11 later point. But we did not get any details. 11 we likew se provided that naterial to RRC and woul d
12 Q I guess I'malittle confused. Because | |12 feel it's appropriate for themto use in their work.
13 think we heard fromM. Gerst that this has been 13 The naterials that were devel oped by SOR
14 operating 15 years the sane way. 14 and Transanerica we woul d think shoul d be used for
15 What systens were being updated in 2024? |15 both parties. O both reports. Both expert
16 A | don't knowthat it was related to this |16 reports.
17 business at all, but I'mnot aware of precisely what |17 Q WlI, since you raised the issue of
18 was being updat ed. 18 materials provided by Transanerica and SCCR why
19 Q In the next sentence of the disclainer, 19 don't you turn to page 3 of your report.
20 it says "This report should not be relied upon by 20 "Reliances & Linitations."
21 any person." 21 And paragraph 2. I'Il read it into the
22 Do you see that? 22 record. "In preparing this report, we have relied
23 A Yes. 23 upon information provided by the conpanies. To the
24 Q  Does that include RRC? 24 extent such information is inconplete and/or
25 A Thereliances, as we laid themout, are 25 inaccurate, the conclusions set forth in this report
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1 rmay be inpacted. Information relied upon 1 Q But you would agree with ne that the
2 includes" -- and I'Il stop the quote there. 2 financial analysis that MIliman did was |argely
3 Have | read that portion correctly? 3 linmted to the 2026 to 2028 tine period. Going
4 A Yes. 4 forward.
5 Q  And "conpani es" refers to Transanerica 5 Is that fair?
6 and SOR 6 A No, the review of reserve adequacy, by
7 A Inthis case, that's correct. 7 its nature and by the nature of that review does
8 Q And one of the things that you relied on, | 8 look at the lifetime of cash flows, lifetine of
9 as prepared by the conpanies, were the "Pro forma 9 earnings on the inforce business. And, in that
10 projections for SA.USA created by SCCR " 10 case, is a 99-plus-year projection.
11 Do you see that? 11 The SGLUSA entity projections we focused
12 A Yes. 12 on for a three-year period because those include
13 Q And you didn't do anything to verify 13 broader than just the inforce business. That's
14 those nunbers, did you? 14 their operating entity, it includes new business,
15 A W inour actuarial work, do areviewof |15 other itens going on in the conpany.
16 nunmbers. V& are not auditors. \& are not auditing |16 And, typically, for that kind of open
17  nunbers. V& reviewthemfor reasonabl eness and how |17 conpany including new busi ness, we would [ ook at a
18 they tie to historic financials. But, nevertheless, |18 shorter tinme period because of the inherent
19 we didrely on their projections. 19 uncertainty around new business and future
20 Q And one of the things you noted in your 20  operations.
21 direct examnation is that AQ hasn't done a direct |21 Q  So back to ny question. Wich is, for
22 criticismof MIlinman's work. 22 SAUSA vyou only looked at three-year projections.
23 R ght ? 23 I's that right?
24 A Not that | sawor felt | needed to 24 A For the inforce business of SALUSA we
25 respond to. 25 looked at lifetime projections. For the corporate
Page 140 Page 141
1 entity projections that include more than just the 1 A M reference specifically was to the
2 inforce projections, that was a three-year period. 2 financial analysis we performed on TLIC and
3 Q  Wen did you receive the best estimte 3 specifically around the RBC inpact to TLIC of the
4 projections that | discussed with M. Hayward? 4 Plan of Division and Merger.
5 A The best estinate projections that 5 Excl udi ng the John Hancock business --
6 include managenent rate actions were not utilized 6 under the original -- prior to Amendnent No. 1,
7 for purposes of our report. ¢ received them along | 7 wunder the Pan of Division and Merger, TLIC s RBC
8 wth RRC as they were getting their material. 8 ratio increases about four percentage points. And
9 Q  And when was that? 9 including Arendment No. 1 had no material inpact on
10 A | don't recall when that waes. 10 that four percentage point increase.
11 Q And just one last set of questions. | 11 Q And soif Transanerica, instead of just
12 think you said that through Amendnent No. 1 there is |12 excluding John Hancock, excluded all cedents, which
13 no material inpact -- actually, withdraw that 13 nmeans abandoned the plan, would that also lead to a
14 question. 14 material inpact on TLICs RBC?
15 Wien you nade a reference to there not 15 A If TLIC-- TLIC prior to the entire Plan
16 being a material inpact, what entity are you 16 of Merger and division, would be four points | ower
17 referring to? A naterial inpact on SGUSA? (nh 17 RBCthan with the Plan of Merger and division. And
18 Transanerica? n sonething different? 18 that would be a nore material inpact, but I, again,
19 A M coment is in reference to TLIC and 19 think it's still only a 1 percent change in their
20 the merged SALUSA 20 RBCratio.
21 Q Sothat there was no material inpact on 21 MR CHAKRABCRTY: Thank you. |
22 TLICif 50 percent of the block by preniumvol une, 22 appreciate your tine.
23 which is what John Hancock represents, | think, is 23 OOW SSI CNER OWEN O oss- exam nation by
24 excl uded. 24 the Division?
25 I's that your conclusion? 25 MR KCOBNCFF:  No, Cormi ssi oner.
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1 COMM SSICNER OWEN In light of the 1 PATR O A MATSON
2 cross, any redirect? 2 called as a witness by the lowa | nsurance Division,
3 M5. H GCENBOTHAM  No redirect. 3 being first duly sworn by the Certified Shorthand
4 COW SS| C(NER OWMEN Thank you, sir. You | 4 Reporter, was exanmined and testified as foll ows:
5 nmay step down. 5 COW SSI ONER OWEN Gounsel , you may
6 Any further wtnesses by Transamerica? 6 proceed with direct examnation.
7 MR KORN No further witnesses from 7 MR KOSNCFF:  Thanks, Conmissioner. ¢
8 Transaneri ca. 8 had thought that, for the benefit of menbers of the
9 COMWM SSI ONER OWEN Any furt her 9 public who are attending virtually or in person, it
10 witnesses by SOR? 10  woul d make sense for Ms. Matson to read her prefiled
11 MR SCHWMB No, sir. 11 public statenent.
12 COW SSI CONER OWEN Any witnesses to be |12 But, if you would like to us di spense
13 called -- | don't think you disclosed any, but by 13 with that and just nove into her testinony, that
14 American General ? 14 would be fine. W should say that much of her
15 MR CHAKRABCRTY: No, sir. 15 testinony will be confidential.
16 COW SSI CONER OMWEN Any witnesses to be |16 COW SSICNER OWEN Al right. So, if
17 called by the Dvision? 17  you have a question with regards to that prefiled
18 MR KOBNCFF:  Yes, Conmissioner. RRC 18 public available information, | think, for the
19 COW SSI CONER OWEN Wth that, by name, 19 benefit of the public, that woul d be useful.
20 you may call your witness to the stand. 20 MR KCBNCFF:  That woul d be great.
21 MR KOSNCFF:  Conmissioner, we'd like to |21 DI RECT EXAM NATI ON
22 call Tricia Matson of RRC 22  BY MR KOBNCFF
23 COW SSI ONER OWEN Ms. Matson, you' | | 23 Q Sinceit's short, M. Matson, if you
24 need to cone over, assume the chair, and be placed 24 wouldn't mind just reading the public statenent,
25 under oath. 25 that woul d be great.

Page 144 Page 145
1 A WII do. 1 affected parties and financial stability. MNote that
2 "M/ nane is Patricia Matson. | ama 2 the lowa division |aw frames certain approval
3 Fellowof the Society of Actuaries, a nenber of the 3 criteriain terns of policyhol der protection. The
4 American Acadeny of Actuaries, and | currently serve | 4 parties affected by this transaction are cedents -
5 as president of the Acadeny. | ama co-nanaging 5 insurance conpanies that have ceded risk to
6 partner at Rsk & Regulatory Consulting and | have 6 Transamerica under reinsurance agreenents. Qur
7 provided actuarial consulting services for over 30 7 actuarial and financial review assessed whet her
8 years. Thank you for the opportunity to provide 8 cedents' interests are adequately protected without
9 this testinony." 9 opining on how they should be classified as a matter
10 "Risk & Regulatory Consul ting was 10 of law"
11 retained by the Iowa I nsurance Commissioner to 11 "In sinple terns, we reviewed whether the
12 conduct an independent actuarial and financial 12 conpanies invol ved woul d renain financially sound
13 review of the proposed division of Transamerica Life |13 after the transaction and whether cedents woul d
14 Insurance Conpany and the related nerger of the 14 continue to be protected. To do that, we reviewed
15 newy formed conpany into SCCR dobal Life USA 15 the Plan of Division, financial statenents prepared
16  Reinsurance Conpany." 16 to show the conpanies' financial condition after the
17 "l was assisted in this work by several 17 transaction, reserve and capital infornation,
18 other actuaries at ny firm Qur overall conclusion |18 actuarial reports, including those fromMIlinan
19 is that, based on the work we performed, the 19 (Transanerica's advisor), financial projections, and
20 proposed transaction appears reasonabl e froman 20 rmaterials describing SOOR s support for its US
21 actuarial and financial perspective that we were 21 insurance conpanies."
22 asked to review based on the requirenents of |owa 22 "Qur review included consideration of
23 statutes." 23 solvency, reserves, capital, liquidity, financial
24 "\¢ believe the transaction neets the 24 stability, and cedent inpact. By 'solvency,' | nean
25 statutory requirenents regarding protection of 25 whether an insurance conpany is expected to have
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1 enough assets to meet its obligations. By 1 the aggregate after the transaction.”
2 'reserves,' | nmean the amounts an insurer sets aside | 2 "Third, both conpanies are expected to
3 to pay clains and benefits. By 'capital,' | nean 3 remin solvent after the transaction.
4 the financial cushion that is available if 4 Transarmerica's financial position is not naterially
5 experience is worse than expected." 5 weakened. SOCR AQobal Life USA's capital level is
6 "Vé did not performa legal review 6 lower than Transanerica's and is projected to
7 audit, or financial examnation. V& relied on 7 decline nodestly over the next three years, but it
8 information provided by the conpanies and their 8 remins above inportant regul atory action |evels
9 advisors. Wile we reviewed that information for 9 throughout the projection period and i s supported by
10 reasonabl eness and internal consistency, we did not |10 the broader SOR organization."
11 independent|y verify the underlying data." 11 "Fourth, SOCR appears to have meani ngf ul
12 "First, we found no reserve concerns that |12 financial support available for SOOR Qobal Life
13 would create a solvency issue. The reserves for the |13 USA That support includes parent conpany
14 Dbusiness being transferred appear to have been 14  commtnents and a history of supporting its US.
15 calcul ated using acceptabl e nethods under the 15 life and health insurance operations. This support
16  applicable insurance laws. Athough there were some |16 was an inportant consideration in our conclusion
17 differences between Transanerica's and SOOR s 17 that cedents remain adequately protected.”
18 reserve cal culations, these difference vwere 18 "Fifth, we did not identify liquidity
19 explained and did not change our overal | 19 concerns. In plain |anguage, we did not see any
20  conclusion. " 20 indication that the conpany woul d | ack the cash or
21 "Second, the transaction appears to move |21 readily available assets needed to pay expected
22 existing assets, liabilities, and surplus between 22 clains and obligations."
23 insurers rather than create or remove value. In the |23 "Sxth, we did not see evidence that
24 information we reviewed, the total assets, total 24 cedents woul d be treated unfairly. The business
25 liabilities, and total surplus remain the sane in 25 involved in this transaction has already been
Page 148 Page 149
1 economcally reinsured to SOCR affiliates, and, 1 financial standards we applied, we did not identify
2 according to the Plan of Division, the proposed 2 concerns that woul d cause us to object to the
3 transaction woul d convert that econonic relationship | 3 transaction based on |owa statutory requirements
4 into adirect legal relationship." 4 regarding protection of cedents or financial
5 "For these reasons, we concluded that the | 5 stability."
6 proposed transaction satisfies the rel evant 6 Thank you.
7 actuarial and financial criteria within the scope of | 7 Q M. Mtson, you indicated that you're
8 our review In particular, cedent interests appear 8 currently president of the American Acadeny of
9 adequately protected, the resulting insurers are 9 Actuaries.
10 expected to remain solvent, and the assets of the 10 A | am
11  resulting insurers do not appear unreasonably snall 11 Q Wt is that organization?
12 for the business they will conduct." 12 A So the American Acadeny of Actuaries is a
13 "W also reviewed MIlinman's August 8, 13 20,000 nenber professional organization. So the
14 2026, menorandumcal led the 'Inpact of July 29 Plan |14 nenbers are actuaries. It serves the U S
15 Anrendnent on MIlinan Report regarding the inpact of |15 profession and al so has a nission to serve the
16 Transanerica s amendnent to the plan, which 16 public as it relates to actuarial issues.
17 indicates that MIliman's opinion and concl usi ons 17 So, as just an exanple of that to make it
18 are unchanged. Based on this information, we 18 clear, the Acadeny night help provide objective
19  concluded that the anendnent also did not result in |19 advice on issues related to social security.
20 a change in our conclusions." 20 Because part of the missionis to help people that
21 “I'n closing, our conclusion is not that 21  need to have those pension benefits.
22 the transactionis free of all risk. Insurance 22 The organi zation al so plays a significant
23 transactions always involve sone uncertainty. 23 role in the professionalismstructure for actuaries.
24 Rather, our conclusion is that, based on the 24 So housed within the Acadeny are the
25 information we reviewed and the actuarial and 25 Actuarial Standards Board. So that is a board that
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1 sets standards for all actuarial practice in the 1 Q Thank you. Wat does RRC do?
2 US 2 A SO RRCoprimarily provides services to
3 And the Acadeny al so houses the actuarial | 3 insurance regulators. | would say probably
4 board for counseling and discipline. Wichis a 4 95 percent of our business is serving insurance
5 counseling and discipline body that hel ps actuaries 5 regulators.
6 when they' re not sure about standards. 6 The nature of it can be viewed al nost as
7 And it also involves a code of conduct 7 an extension of the insurance department. So we
8 that all actuaries nust follow and qualifications 8 don't provide any legal services, but we have
9 standards to do the work that we do. 9 financial accounting fol ks, we have folks that focus
10 Q Wuld those standards of the Acadeny have |10 on market conduct activities. So consuner, you
11 applied to RRCs work in this engagenent ? 11 know, conplaints, narketing materials. V¢ have
12 A Yes. 12 actuaries obviously. W also have fol ks that focus
13 Q M. Mtson, did you also have one or nore |13 in the investnent area. Folks that focus in IT.
14 roles with the Actuarial Standards Board? 14 So we will help exam ne insurance
15 A Yes. |'ve had several roles with the 15  conpanies on behal f of regulators, we will help with
16 Actuarial Standards Board. So, again, that board 16 transactions like this, we will help review various
17 sets the standards for practice inthe US | was 17 types of filings.
18 on the board for six years ending in 2015. The last |18 Q  Has RRC eval uated other corporate
19 two years | chaired that board. And | also have 19 divisions on behal f of insurance regul ators?
20 volunteered on other commttees helping wite 20 A Yes. RRCdid review one division for
21 standards for actuaries. 21 Illinois.
22 Q And that board establishes standards as 22 Q Has RRCevaluated other material
23 well that woul d have applied to RRC s engagenent ? 23 transactions on behal f of insurance regul ators?
24 A Yes. And any actuarial work on this. 24 A Yes. % have reviewed a nunber of
25 They woul d have appli ed. 25 different types of corporate transactions. So those
Page 152 Page 153
1 could be change of control. It could involve 1 Q  Thank you. Could you explain your
2 reinsurance. \¢'ve done that for probably a dozen 2 retentioninthis mtter?
3 states. Mybe 30-ish transactions over the last ten | 3 A Yes. | was retained by the lowa
4 years. 4 Insurance Dvision to reviewthe actuarial and
5 Q Affiliate transactions too? 5 financial aspects of the transaction and eval uate
6 A Afiliate transactions as well, yes. 6 whether it conplies with certain aspects of the
7 Q  Mergers? 7 division |aw
8 A Mergers, acquisitions, demutualizations, 8 Q And did you serve as the independent
9 yes. 9 expert for the Cormissioner?
10 Q Gt it. Inaddition to representing 10 A Yes.
11 insurance regul ators, does RRC ever weigh in on 11 Q  Howwoul d you describe your role at a
12 involving regul atory standards or gui dance? 12 high level ?
13 A W do. So because RRCis kind of 13 A So, interns of the division, in
14 independent of industry and has a focus on kind of 14 reviewng it, our role really was to review and
15 regulatory activities and protection of 15 challenge. So | led a teamof people in doing that.
16  policyhol ders, as guidance is evolving the National |16 So we had five other life actuaries. |
17 Association of Insurance Comnmssioners will prepare |17 think the conbined experience of that group i s about
18 nodel laws, for exanple, or nodel bulletins. And, 18 170 years. And then we al so had sone accounting
19 if we have experience in that particular subject 19 experts. And we included on the teamone person
20 matter, we wll subnit conment letters. 20 that worked on the prior division to have expertise
21 So an exanple is we recently subnitted 21 inthe division statute and requirenents.
22 onerelated to RBC W talked a little bit about 22 And, again, our role was to evaluate all
23 the work of the NN Ccurrently on RBC And we did 23 the aspects that are actuarial and financial in
24 actually submt a conment letter related to 24  nature of the division lawto nake sure that the
25 corporate division. 25 cedents are adequately protected, review and
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Page 154
chal enge the information that we received, ask

questions, and make sure that we had confort that
those cedents woul d be protect ed.

MR KOSNCFF:  Conmi ssi oner, the renai nder
of her testimony gets into confidential matters. So
we shoul d probably clear the roomof our virtual
audi ence.

COW SSI ONER OWEN |'s there any
objection to nmoving into confidential testimony from
Transarerica or SOOR?

MR KRN No, sir.

MR SCHMB No, sir.

COW SS| CONER OWEN Any obj ection from
Anerican General ?

MR CHAKRABCRTY: No, sir.

COW SSI ONER OWEN Wth that, we'll
move into a confidential setting.

Soif you'll close the virtual meeting
room
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14 Ms. Matson, you nay step down.

15 Al right. As | nentioned while we were
16 inour confidential format, we are going to take a
17 lunch break. M. Mtson has not conpleted her

18 testinony. Athough she has conpleted direct.

19 V@' re going to reconvene after a lunch
20 recess at -- let's just say 1:20. That gives us a
21 full hour for |unch.

22 But, with that, is there any other

23 announcenents fromany of the parties or is that
24 sufficient?

25 MR KCRN  That's good by us.
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1 OOW SSIONER OWEN Wth that, we'll 1 the Insurance Dvision or for AQ.
2 stand in recess until 120, and we'll be back at that | 2 I's that right?
3 tine 3 MR CHAKRABCRTY: Correct.
4 (Recess taken at 12:20 p.m) 4 MR KOCBNGFF  Correct.
5 (Deposition resumed at 1:20 p.m) 5 OCOW SSICNER OWEN So, with that, we're
6 COW SSI CONER OWEN V¢ are back on the 6 ready to gointo public comments. | think there
7 record. 7 were sone received inwiting, and those are made
8 So, before we recessed, we opened up the 8 part of the record, but, again, we have tine
9 virtual access to the public, but we're in the 9 available if there are other public comments.
10 mddle of what | think is cross-examnation of this |10 So, at this point intine, | will openit
11 witness, and nuch of that is confidential. Sol 11 up. Is there anyone in the roomthat's a nmenber of
12 think what we're anticipating is we'll have to go 12 the general public who wishes to make a comrent ?
13 back into confidential setting. 13 (No response.)
14 I's that accurate for SOCR? 14 COW SSICNER OWEN Al right.  Seeing
15 MR SCHWAB: Sir, thank you very much for |15 none, are there any individuals online, nenbers of
16 the opportunity. Upon reflection, we don't need to |16 the public, who wish to offer a public coment?
17 take any nore of the witness's tine. V¢ can go 17 (No response.)
18 right into the public comments. 18 COWM SSICNER OWEN | see there are
19 OCOW SSI CONER OMWEN kay.  So, with 19 none. So, with that, we will conclude our schedul ed
20 that, you may step down. Thank you. 20 tine for public comrent.
21 MR SCHWAB:  Thank you. 21 At this tine, | think we're ready to
22 COW SSIONER OWEN So no furt her 22 proceed with closing coments. | would note, for
23 witnesses for -- | think I've been through this, but |23 the record, that it's ny understanding, pursuant to
24 no further wtnesses for Transanerica or SOOR 24 the scheduling order that | issued on August the 5th
25 Just to verify, no further witnesses for |25 of 2026, there was agreenent that there would be no
Page 220 Page 221
1 mtions at the close of evidence. 1 MR KRN W conferred in advance. And
2 I's that accurate? Is that accurate from | 2 also, | think it's prudent for the Division to go
3 Transanerica' s perspective? 3 first.
4 MR KORN  Yes, | don't think we have any | 4 MR SCHMB: The only question we've got
5 motions planned. 5 is hownuch tine remains for each of the parties for
6 COW SSI C(NER OWEN Does SOCR have any 6 the closing. So that we know what's renaining.
7 nmotions? Again, it's ny understanding there were to | 7 COW SSICNER OWEN So | assune you' ve
8 be none based upon that notion intervention. 8 been keeping track of your own tinmes. So we'll
9 MR SCHWB: Correct, sir. As | saidin 9 beginwith M. Kosnoff.
10 ny opening statenent, the only thing that we're 10 How much tinme do you estinmate you have
11 going to ask is the Court grant the exenption from |11 remaining for your closing?
12 the FormA but that's not a newnotion. That's 12 MR KOSNCFF:  No nore than three
13 just a pending natter. 13 electrifying mnutes, Your Honor.
14 COW SSI ONER OWEN Ayt hing furt her 14 OOW SSI ONER OWEN Wth Transaneri ca,
15 fromthe Dvisionin terns of notion? 15  how much tine do you have renaining? You don't need
16 MB. SOLE  Nb. 16 to use all of your renaining time, but how much
17 COW SSI CNER OWEN Anything fromAQL in |17 time?
18 terns of notion? 18 MR KCOR\ By our count, we have
19 MR CHAKRABCRTY:  No. 19 90 mnutes remaining plus hal f of the overflowtine
20 COW SSICONER OWEN - Wth that, | think 20 fromthe Division. And | guess also fromthe public
21 we are ready to nove to closing argunents. M 21 comments. | don't expect that the closing arguments
22 thought in terns of process -- we began with an 22 for Transanerica wll occupy that full amount of
23 opening fromthe Insurance Dvision, but have the 23 tinme. Mercifully.
24 attorneys expressed any interest as to how they 24 COW SS| CNER OWEN For  SOCR?
25 would like to proceed with closing? 25 MR SCHMB: Sir, we share the tine with
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1 TuC 1 soneone who has clearly earned the trust and respect
2 COW SSIONER OWEN - WI T you be usi ng 2 of her peers as demonstrated by her |eadership in
3 sone of that time or will -- 3 the Acadeny and the Actuarial S andards Board.
4 MR KORN Yes, we're going to be sharing | 4 In conducting their review, RRC was
5 our tine. 5 diligent, thorough, and they put the parties through
6 COW SSICN OWEN  And for AQL? 6 their paces. They exercised independent judgnent,
7 MR CHAKRABCRTY:  So | think our 7 raised concerns where they had them asked fol | ow up
8 calculation is we have about 51 minutes left. | do 8 questions until they were satisfied. They did their
9 not expect to use all of it, though | probably would | 9 job.
10 use about 40 minutes of it. 10 As Ms. Matson testified, RRCs conclusion
11 MR KON  And, to be clear, | plan -- 11  rests on multiple independent pillars, not on any
12 and | think SOCR al so shares this plan -- to reserve |12 single assunption or projection, and the Divisionis
13 some tine for rebuttal after M. Chakraborty 13 pleased with the work perforned by RRC and bel i eves
14 concl udes. 14 that the Conmi ssioner and the Deputy Attorney
15 OCOW SSI CONER OWEN | understand. Wth |15  General would be justified inrelying on RRCs
16 that, we're ready to proceed. And we will begin 16 report in determning whether the transaction
17 with you, M. Kosnoff. 17 satisfies lowa | aw
18 MR KOBNCFF:  Conmi ssi oner, we bel i eve 18 In addition, the testinony today
19  you nade a good choice in selecting RRC as the 19 denonstrates that the Division itself was diligent,
20  independent expert. 20 thorough, and engaged in making sure that the
21 RRC s sole focus is on advising insurance |21  Commission had a full and conplete record for its
22 regulators, including in connection with corporate 22 consideration.
23 divisions and other nmaterial transactions, and they |23 The Division appreciates the
24 have done so in at least 30 states. 24 participation of all parties in these proceedings
25 The review here was led by Tricia Matson, |25 and believes they have contributed to a very
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1 thorough examnation of the issues. 1 cedents ought to be treated as creditors or as
2 Thank you. 2 policyholders, I'mnot sure the Division has a view
3 COW SS| CONER OWEN M. Kosnoff, I'mnot | 3 For purposes this of transaction, the
4 going to let you off quite that easy. 4 parties agreed ahead of tinme that cedents woul d be
5 I'n your opening, you suggested that you 5 treated as policyhol ders. Wich affords them
6 werenot inapositionto take a position. But, 6 actually greater protection than they mght receive
7 after hearing argunents and evi dence fromAQ, as 7 as creditors.
8 well as fromTransanerica, | understand AQL has 8 But, either way, we think the Conm ssion
9 taken the position that they are not a policyhol der 9 has to sort of work its way through the standards
10 for purposes of the statute. 10 and figure out what nakes sense.
11 [t's ny understanding that Transanerica, 11 COW SSI CNER OWEN Vel 1, again, |'mnot
12 although they -- in caution, they did treat A and |12 going to let you off the hook that easy.
13 others as policyhol ders, ny understanding is it's 13 When | look at the statute, because of
14 their testinony that they are a creditor -- that is, |14 what you just said, that if policyhol ders, and,
15 AQ and cedents are creditors, not policyhol ders. 15 actually, | would agree, have greater protection,
16 Do you disagree with that? 16 we're going to have to reach that as a decision.
17 MR KOBNCFF:  Vell, as you know fromour |17 And so we have to address that.
18 prior statenents, the Division has tried to remain 18 So 1'mgoing to ask you again in light of
19 above the fray on that |egal issue, but | take it 19 your analysis of this statute, and in light of all
20 you want an opinion fromus. 20 of the evidence that's been received, do you have a
21 Here's what | would say: The D vision 21 position with regards to whether or not AL is a
22 believes that the lowa division lawis broad enough |22 policyhol der or not.
23 to enconpass divisions of the sort contenplated 23 MR KCBNOFF:  |'mnot trying to be
24  here. Alocations of assunmed reinsurance business. |24 evasive, but | do think we need to | ook specifically
25 On the specific question of whether 25 at howthe term"policyhol ders" comes up in
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1 connection with the division |aw 1 the cedents are creditors, not policyhol ders. But,
2 It most promnently comes up in the 2 intreating cedents as policyhol ders for purposes of
3 standards for reviewportion of the statute and what | 3 the Plan of Division, the parties were actually
4 the Conmission is supposed to consider in deciding 4 affording them perhaps greater protections than they
5 whether the proposed plan meets the standard or not. | 5 night have received if they were sinply treated as
6 It doesn't come up, inour view, in the 6 creditors.
7 context of what sort of allocation of assets and 7 COW SSI CNER OWEN  Thank you
8 liabilities is permtted. 8 M. Kosnoff.
9 So | just wanted to sort of set that out 9 Hold on. You're still not off the hook.
10 ahead of tine. 10 MR BUL: To that end, can you direct ne
11 COW SS| CNER OWEN Wl T, it's ny 11 to what evidence you believe came forward in this
12 understandi ng, fromyour wtness, that the 12 hearing today to establish whether or not the
13 conclusion was that the cedents were adequatel y 13 cedents are policyholders? O is the only evidence
14 protected. 14 on the record the statement that they are creditors?
15 MR KOBNCFF:  Yes. Correct. 15 MR KOSNCFF:  You know, | don't think
16 COW SSI CONER OWEN Certainly, with 16 there's any evidence that woul d sormehow, |ike
17 regards to that, creditors -- by statute, it is ny 17 alcheny, convert a ceding conpany to being a
18 responsibility to deternine that creditors are 18  policyhol der.
19 adequately protected. But there are other safety, 19 I think it's commonly understood, by
20 security, findings required for policyholders. And |20 |awyers and regul atory personnel alike, that there's
21 that's why | think this matter is inportant. But I |21 a difference between being a ceding conpany under a
22 appreciate your decision to not provide guidance. 22 reinsurance agreenent and being a policyhol der under
23 MR KOSNGFF:  Wéll, | don't think the 23 adirectly issued insurance policy.
24 Division has a viewon that specific question. M 24 So nothing that was said today woul d
25 own viewis that the better characterization is that |25 change ny thinking on that topic.

Page 228 Page 229
1 | think that the real question is even 1 OOW SSI CNER OWEN No, 20 minutes on
2 though we agree that they're different, are we going | 2 getting it to work.
3 totreat ceding conpanies, or cedents, as 3 M5. H GENBOTHAM | hope it does not
4 policyholders for purposes of the lowa lawto afford | 4 take that Iong.
5 themsort of the full scope of protections that 5 MR KGR\ | think we'll be faster than
6 policyhol ders woul d get. 6 that. Andif we --
7 MR BUL: Thank you, sir. 7 MR SCHWB: Conmissioner, at the risk of
8 MR KOBNOFF:  It's a policy question, | 8 indulging in a noment of levity, a bunch of the
9 think, more than anything el se. 9 lawyers here are looking forward to going to the
10 COW SS| CONER OWEN Thank you. 10 state fair. Do you have a favorite booth?
11 MR KRN M turn? 11 COW SSI CNER OWEN Wl |, there's the
12 COW SS| CONER OWEN Yes.  You nay 12 traditional pork loin on a stick, whichis really
13 proceed. 13 good, but | understand there's sone really good
14 MR KCOR\ V¢ have sone slides al so. 14 dessert foods as well. There's an apple pie that |
15 MB. SSIMPSON |'mtrying to admt you 15 think is really strongly suggested. Wth ice cream
16 into the neeting to showthe slides, but it keeps 16 | can't renmenber the vendor, but they're in the top
17 failing. 17  three.
18 M5. HGENBOTHAMM  Ckay. |'mgoing to 18 MR BULL: M nneappl e.
19 exit ny WNand see if that works. 19 OOW SSI CNER OWEN M nneappl e.  Thank
20 M KORN W'l take a mnute or twoto |20 you. It's the Mnneapple.
21 get set up so that everybody can see the 21 | woul d encourage you to have some pork
22 presentation. 22 or beef and then enjoy dessert as well.
23 COW SS| C(NER OWEN By ny count, you 23 M5. RCHARDSON It's good to have that
24 have 20 ninutes to spend. 24 in the record.
25 MR KCORN I'Il speak very fast. 25 COWM SSICNER OWEN | think today is the
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1 last day for kids ride for a $40 fee. So, if you 1 interpretation question. And the second deals with
2 have children, you can pay $40 and they can spend 2 the division |awrequirenents and the nerger |aw
3 the rest of the day and night riding rides without 3 requirerments. Mich akin to how AQ divided their
4 additional cost. For those in the departnent that 4 two briefs.
5 didthat, | hear that they've really gotten their 5 I'mgoing to address the first part, and
6 noney's worth. 6 M. Schwab is going to address the second. | can't
7 Bonnie did. | see your hand go up as 7 promse that we're going to be conpletely pure in
8 well. 8 that division, but that's going to be for the main
9 But, anyway, it's a good tinme out there. 9 of it.
10 Do we have an update on the technol ogy? 10 So that's how we planned this out. And
11 MB. SIMPSON  You should be in there now |11 then we'll save some time for rebuttal.
12 You're admtted now 12 Before | junp into the presentation
13 MR KORN That's a good start. 13 itself, I'd like to just address sonething that has
14 M5. HGENBOTHAM It is a start. 14 been a thene that we've heard throughout the day
15 M KORN It is a start. 15 fromAQ. And it was featured in the opening
16 There we go. MNowjust switch to slide 16 staterments, and | kind of bit ny tongue and have
17 showand we'Il get off to the races. 17  been watching as the witnesses cane out and
18 Al right. | think we're ready to go. 18 testified.
19 COW SS| CNER OWEN  You nay pr oceed. 19 There's this inpression that the
20 MR KCORN  Thank you, Commissioner, thank |20 applicant and the Division either don't care about
21 you, Deputy Attorney General Bull, again, for the 21 the cedents or that we conpletely disregarded their
22 tinme today and to present our case. 22 interests in the process.
23 Just a little bit of roadmapping before | |23 That's just fundanentally false. W' ve
24 start. Ve've divided this presentation into two 24  actually heard fromw tness after wtness today that
25 sections. The first deals with the statutory 25 acentral part of the conversation was whether the
Page 232 Page 233
1 interests of cedents woul d be adequately protected. 1 themby the rogue contracts.
2  You heard that fromM. Gerst, you heard that from 2 And | woul d submit that the reason that
3 M. Hayward and M. Robbins, you heard that from 3 cedents were not identified in the legislature as an
4 Mlliman, and you heard that quite a bit from 4 express class to protect is because they can protect
5 M. Matson. 5 thensel ves.
6 V¢ did take the cedents' interests into 6 V¢' ve heard over and over again fromAQ,
7 account. V¥ even -- to your question to Faegre, we 7 fromJohn Hancock before them that they are
8 even elevated themin the plan to essentially hold 8 incredibly sophisticated, their contracts are
9 ourselves to the sane standard as if they were 9 bespoke. Wen they have a right they want to
10 retail policyhol ders. 10 secure, they put it in their contract.
11 And ve did that for a reason. Ve were 11 And the division lawitself specifies
12 looking out for their interests to nake sure that 12 that if there's a consent to nerger requirenent,
13 there woul d be no question that each of the 13 that that applies for post-2019 treaties or
14 requirenents of the division lawand the nerger law |14 contracts, and that if there is a breach of any
15 woul d be satisfied no matter what box you put them |15 contract that is the subject of allocation, then the
16 into or howyou categorize them Wether they are 16  breach of contract rights are preserved.
17  policyhol ders or creditors or generally deserving of |17 And ACL is a pretty good exanpl e of a
18 protection and that the public interest is served. 18 cedent that did not secure those kinds of rights.
19 But that is very different, a very 19 \W've reviewed all of their treaties, and they do
20 different question, fromwhether the cedents 20 not have any anti-assignment provisions or consent
21  thensel ves have a veto right under the division law |21 to merger rights in them
22 or nerger lawor have the right to have arole in 22 If they had those rights, we would have
23 the process before we file a Plan of Dvision. That |23 had to address them QO we would have dealt with
24 isnot aright that is granted to themby the 24 themin the course of this case.
25 statute. Andit's not aright that's granted to 25 The fact remains is that the division |aw
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1 isanallocation. It's areverse nerger. It's the 1 coupled with a simltaneous nerger to reflect so
2 opposite of the nerger statute. 2 that the legal reality matches the economc reality
3 So you have to take the assets and 3 that we have been abiding by for over 15 years.
4 liabilities of the dividing conpany and al | ocate 4 So that's the intro.
5 themeither to the dividing insurer or to the 5 So nowl'd like to turn to the
6 resulting insurer. And that's an allocation by 6 presentation. And | want to walk through the
7 operation of law. It is not atransfer, it's not a 7 statute very carefully to talk about why and how it
8 novation, it doesn't trip up any of the consent or 8 does authorize a proposed division. And any
9 anti-assignnent obligations to the extent that 9 argunents to the contrary are really based upon an
10 they're in any of these contracts, which aren't even |10 effort to insert alimtation into the statute that
11 in evidence today. 11 doesn't exist and is contrary to basic rules of
12 But nothing in the statute gives cedents |12 statutory interpretation.
13 avetoright. Andit's not a reasonabl e objection 13 So I'mon page 2 of the presentation. So
14 if they don't agree with the statute and they don't |14 that we're follow ng al ong.
15 agree with the Dvision. 15 And, as in all cases of statutory
16 | just wanted to set that out clearly and |16 interpretation, you start with the words in the
17 up front. Because what you're really hearing from |17 statute. And here the first provision to draw your
18 A is an attack against the statute that the 18 attention to is Section 521l.1(6). This is the
19 legislature passed. 19 definition of domestic stock insurer.
20 And what we heard fromM. Matson is the |20 The dorestic stock insurers are the
21 sane argunents about concentration risk can apply 21 entities, the parties, that are able to divide
22 equally to policyhol ders too. And the NAC Wite 22 pursuant to the division law And it's any stock
23 Paper and the reason we have the division lawin the |23 insurer doniciled and organi zed under the |aws of
24 first place is to avoid that kind of discussion and |24 the state pursuant to Chapters 508, 514B, or 515.
25 that we can get to a division that can then be 25 There's no dispute that Transanmericais a
Page 236 Page 237
1 donestic stock insurer for this purpose. 1 another place. It's in the consent to nerger
2 Then there's what a divisionis. It's a 2 provisions under liabilities in the division |aw
3 transaction in which a domestic stock insurer splits | 3 And that's actually pretty telling. Because, under
4 intotwo or nore resulting domestic stock insurers. 4 the interpretation espoused by AQ, you have to read
5 Then you get to the Plan of D vision. 5 that provision out entirely.
6 That's 5211.2(5). And inthe Plan of Dvision -- 6 But let's talk about the assets and
7 and we're going to spend a little bit nore tinme on 7 liabilities. It's all assets and all liabilities
8 this. This is one of the slides that was in 8 that need to be allocated. And assets is defined
9 M. Chakraborty's initial presentation. It tellsus | 9 very broadly. Asis liability.
10 what a Plan of Dvision nust include. 10 | don't think there's really any
11 And it's very clear that the Pl an of 11 legitinmate dispute that assuned reinsurance
12 Division nust describe all liabilities and all 12 obligations are a liability. Wt we're really
13 assets that the dividing insurer proposes to 13 dividing are the contracts. Wich can be both
14 allocate and then says including the manner by which |14 assets and liabilities.
15 the dividing insurer proposes to allocate all 15 So they have to be divided to either the
16  reinsurance contracts. 16 resulting insurer or to the dividing insurer. They
17 It doesn't say some reinsurance 17  have to be allocated under the Plan of Division.
18 contracts. It doesn't say only ceded reinsurance 18 Once you confirmor agree that
19 contracts. It says all reinsurance contracts. 19 reinsurance contracts and assuned rei nsurance
20 And M. Chakraborty mentioned, and | 20 obligations, if you want to focus on just the
21 wote this down, that -- he said this is the only 21 obligation side of the contract, need to be divided,
22 place that reinsurance is nentioned inthe division |22 then there's nothing in this statute that prohibits
23 law 23 the allocation through a division of reinsurance
24 ['mgoing to circle back to that coment |24 obligations, including assumed reinsurance
25 later. Because it is not accurate. There is 25 obligations.
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1 Hipping to the next slide. Thisis 1 include assignment, assunption, conveyance, sale,
2 really, | think, what's going on here. And you see 2 lease, encunbrance, security interest, gift, or
3 this thene repeated throughout AQ's prehearing 3 transfer by operation of law And that wording is
4 briefs, yousee it in their petition, you sawit 4 deliberate. It's designed to avoid the argunent
5 with John Hancock, and you see it quite oftenin a 5 that there is a novation occurring that requires
6 lot of the conments. 6 consent.
7 Their position is that the division |aw 7 And there's a separate provision, which
8 isnot perntted to extinguish contractual rights 8 we'll talk about, when you have a consent to nerger
9 nor affect a consent-free statutory novation. And 1 | 9 obligationin a contract. But, when you' re tal king
10 put those words in there deliberately because -- 10 about this as if it were a novation, that's just not
11  they're concerned about the transfer. The switch of |11 correct.
12 counterparty. 12 Wiat they're really attacking is the
13 That's not what the division | aw does. 13 nerger. That's the part of this transaction that's
14 It's what the nerger |aw does, but not what the 14 going to lead to SAUSA stepping into the shoes of
15 division law does. The division | awdoesn't change |15 TLIGA post division. And it's authorized by the
16 the counterparty fromTLICto SOOR It divides TLIC |16 nerger lawitself where you have a provision that
17 into TLICand TLIGA It's only the operation of 17 was added by the | egislature when the division |aw
18 the nerger statute that affects the nerger al so by 18 was passed to authorize simultaneous nergers.
19 operation of law 19 And there's no argunent that the merger
20 And the division statute itself 20 lawdoes not permt this type of merger. O that it
21 forecloses the argunent that they' re naking that 21 doesn't apply to reinsurers. Wiich is why | think
22 it's astatutory novation. The division lawitself, |22 they re focusing on the division |awand honing in
23 intwo different places, says that there's no 23 on the word "policyhol ders.” Wich | think is the
24 transfer involved. This is an allocation. 24 wong pl ace.
25 Atransfer is defined quite broadly to 25 And that | address in the next slide.
Page 240 Page 241
1 |'mon page 4. Because | don't think it's fair or 1 creditors, and sharehol ders, and it offers sone
2 correct to say that the legislature's choice to 2 additional protections for policyhol ders, too, but
3 protect policyholders and to give them hei ght ened 3 it does not turn solely on whether you have a
4 protections, as opposed to creditors or 4 policyholder involved in the division or not. It
5 sharehol ders, does not preclude -- that it precludes | 5 includes other categories like creditors.
6 the allocation of assuned reinsurance liabilities. 6 So you shoul dn't categorically exclude a
7 V¢ shoul d assure that the |egislature 7 division that involves assuned reinsurance j ust
8 made a deliberate choice that policyholders areina | 8 because cedents are involved and that the word
9  different spot fromcreditors. Q, arguably, 9 "cedents" -- it doesn't appear here. That's not the
10 cedents. Policyholders, in this sense, are often 10 way that statute shoul d be construed. You don't
11 retail, although the argunent probably extends to 11 inpose a limtation, or read in a linitation,
12 other types of policyhol ders who coul d protect 12 because there are words that are mssing fromthe
13 thensel ves. Because there are direct insureds that |13 statute.
14 are large conpanies that have risk management 14 And as we wite here -- | nean, the
15 prograns al so and know how to protect thensel ves. 15 argurment doesn't make a whole |ot of sense. That
16 But policyhol der appears in the approval |16 the absence of cedents in who are the protected
17 standards. It identifies the interest that the 17 classes neans that this doesn't apply to assuned
18  Conmissioner nust protect. It does not appear in 18 reinsurance obligations.
19 the provisions in the division |aw regarding what 19 Because the point we've heard all al ong
20 may be allocated. That's all assets and 20 is that cedents know how to protect thensel ves by
21 liabilities. And you see that in the Dvision's 21 contract. And they can do that.
22 comments in their prehearing brief, and it's what 22 Wi ch coul d be one explanation, if we are
23 this statute says. 23 guessing about the legislative intent, that explains
24 And the approval criteria, to the 24 why cedents are not called out specifically.
25 Conmi ssioner's point, protects policyhol ders, 25 Because they have contract rights. They know how to
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1 wite an anti-assignnent provision that coul d say, 1 asif they were policyhol ders to make sure that they

2 "l need to have a consent right over a division." 2 are adequately protected, both for purposes of the

3 That's sonmething that cedents can certainly doin a 3 division statute as well as the nerger law doesn't

4 post-division statutory world. 4 nean that you have to, or could, read out

5 And that's not a provision that you see 5 reinsurance fromthe scope of the division statute.

6 inany of the policies or treaties that are at issue | 6 And, if you think about it, that argunent

7 here. Andit's not in AL's treaties, which don't 7 goes a little too far. Because the nerger |aw al so

8 even have anti-assignnent provisions, because they 8 has protective provisions init. It protects

9 didn't bargain for those rights. They're asking you | 9 nenbers, policyhol ders, and sharehol ders. It

10 to grant themthose rights, to grant themthe veto 10 doesn't nention cedents either.

11 that they didn't bargain for that's not in the 11 And | don't think that there's any

12 statute. 12 argument, or we certainly haven't heard one, that

13 And the fact that we have afforded 13 the merger |aw sonehow precl udes reinsurance. |

14 cedents the heightened protection just so that we 14 nean, the title of the nerger lawitself is

15  coul d check every box does not nean that we are 15 "Consolidation, Merger, and Reinsurance.” So that

16  concedi ng, acknow edging, that the statute has to be |16 would be quite odd.

17 changed in order for it to apply to the division 17 And | just want to flip to sonething that

18 that we're asking here. 18 AQ presented this norning. | don't knowif you

19 Because, again, the divisionis -- you 19 still have the presentation that was at the outset

20  know, how are you dividing assets and liabilities. 20 inthe openings. | think it's right at the top of

21  And there's no question that the reinsurance 21 your table.

22 treaties are assets and liabilities that need to be |22 Because | want to just look at Principle

23 divided. 23 No. 1 and howthey argue this. It's a fewslides

24 The fact that we have said, in fairness 24 in.

25 to cedents, that we want to protect their interests |25 And Principle No. 1 has two pages behi nd
Page 244 Page 245

1 it. Andthe first one is a reproduction of 521l.2 1 Because | took sone tine to think through what the

2 of the general requirenents of a Plan of Division. 2 division lawwoul d have to say if it were going to

3 AMAdit has the title at the top of the page "The 3 have the neaning that is ascribed to it by AQ.

4 lowa division | aw does not permt this.” 4 And | focused on one thing that they said

5 | don't knowwhat the "this" is. O what | 5 at the beginning of their second brief where they

6 inthe text of this provision says that something is | 6 kind of state their position. They say "AQ sets

7 not permtted. 7 forth the reasons why the division law can only be

8 Thi s provision, whichis drawn fromthe 8 read to apply to the division of policyhol der

9 divisionlaw sinply identifies the things that need | 9 liabilities." And they say that is the |anguage

10 tobelistedinaPanof Dvision. And it includes |10 that is used throughout the statute. That's a

11 an allocation of all assets and all liabilities. 11 direct quote fromtheir brief.

12 It also says that it has to include the 12 That's not what the statute says. And

13 allocation of all reinsurance contracts. So, if one |13 you'd have to really twist a lot of the provisions

14 wvere reading this, the natural reading, and the 14 to have the division lawlinited to the division of

15 literal reading, is that it includes all reinsurance |15 policyhol der liabilities.

16 contracts too. 16 And we've listed the several places where

17 But there's nothing inthis that is a 17 you'd have to make changes. You'd have to rewite

18 limtation. There's nothing in here that narrows 18 the statute to inpose that kind of narrow ng or

19 the scope of the division law There's nothing in 19 linmtation.

20 here that says "except for the allocation of assuned |20 Starting with the definition of

21 reinsurance liabilities." That's what they're 21 liability. Wich nmeans "a secured or contingent

22 asking you to find inthis text. Andit's just not |22 debt or obligation arising in any manner." You'd

23  there. 23  have to tack on words like "arising only fromdirect

24 So if we could just go back to ny 24 insurance policies issued to policyhol ders" if you

25 presentation. |'mnow going to turn to page 5. 25 wanted to limt it to the division of policyhol der
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1 liabilities. 1 Turning to the next page. | had
2 Turning to what the plan of allocation 2 nentioned this before. |f you look at the
3 nust say under subpart 2-3. "The plan nust include 3 subsection 12-3 of the division law there is a
4 the manner of allocating assets and liabilities, 4 specific provision that deals with the consent to
5 including policy liabilities." It doesn't say "only | 5 merger requirenents that often appear in policies
6 policy liabilities." It says "including policy 6 and treaties.
7 liabilities." They are a subset of the liabilities 7 And this is in the section, just to kind
8 that can be allocated. Wich, again, inother parts | 8 of focus us, because it's inportant, that deals with
9 of the statute it says all liabilities can be 9 theresulting insurer's liability for allocated
10 allocated. 10 assets, debts, and liabilities. Soit's the
11 And that's a phrase. | counted it. It 11 liabilities that the resulting insurer may have from
12 appears ten different times in the division |aw 12 the contracts to its counterparties.
13 "Liabilities, including policy liabilities." It's 13 And there's a specific carve-out for
14 not alimtation to "only" policy liabilities. It 14 reinsurance agreenents, which is called out
15  would have to be witten conpletely different in 15 specifically -- this is the other place in the
16 order to get to that neaning. 16 statute where reinsurance agreenments are
17 Also, | nentioned this before, the Plan 17 nmentioned -- so that if there is a consent to nerger
18 of Division nust include an allocation of all 18 provision in a reinsurance agreerment that is prior
19 reinsurance contracts. It could have been witten 19 to 2019, it's deened inapplicable by the statute.
20 to say sonething else. It could have said only 20 nly post July 1, 2019, consent to merger agreenents
21 ceded reinsurance contracts. Since, as AL has 21 and reinsurance agreenents are effective.
22 pointed out el sewhere, the legislature knows howto |22 And, even then, since the divisionis
23 articulate when it wants to have an excl usion for 23 treated like a nerger for these purposes, they're
24 reinsurance. Wich it did in the unauthorized 24 often not triggered. And, to the extent there is a
25 insurance statute. 25 breach, that breach of contract claimis preserved
Page 248 Page 249
1 and does not affect the validity of the division 1 that if this were witten the way they want it. And
2 itself. 2 that's not inthe statute. There's no exception in
3 That's not really relevant here, because 3 the statute. Wiichis the point. It would have to
4 all of the treaties predate 2019 in any event, but 4 berewitten to inpose that narrow ng statute that
5 it shows you that the |egislature was thoughtful 5 says any donestic stock insurer except for those who
6 about including reinsurance liabilities as part of 6 wshto allocate assuned reinsurance obligations can
7 the statute in howto deal with a potential breach 7 divide.
8 to a cedent. 8 That kind of carve-out is not in here,
9 Because this applies both ways. And 9 and | would suggest it would be not appropriate to
10 you'd have to delete this provision, or this aspect |10 readit in. Wichis the last page of ny
11 of the provision, if you were to want to lint the 11  presentation. Side 7.
12 statute's application solely to ceded reinsurance. 12 This is in the papers and it's been
13 And then, finally, if you kind of step 13 discussed and briefed at length for you both, but
14 back, the division itself would have to change. 14 the lawis very clear -- and this is not just |owa
15 Because the division allows any donmestic stock 15 law it's pretty consistent throughout the
16 insurer to divide all of its assets and liabilities. |16 country -- that, under the guise of judicial
17 So, if the AQL interpretation were 17  construction, you don't add words of qualification
18 accepted, then you woul d not be able to have a 18 or narrow a statute or change its terns. You apply
19 donestic stock insurer that had ever issued 19 the statute as it's witten.
20 reinsurance obligations be able to divide. And 20 So | would submt, respectfully, that the
21 that's not inthe statute. Because the allocation 21 division lawthat was proposed is authorized by the
22 has to happen of all the assets and liabilities. 22 statute, it's authorized by the merger law, and the
23 If you were a domestic stock insurer that |23 question then is have we satisfied the specific
24 wanted to allocate assumed reinsurance liabilities 24 criteria that you must find for purposes of the
25 toaresulting insurer, you wouldn't be able to do 25 division law and the nerger |aw
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1 And 1'mgoing to turn the mc over to ny 1 know Reinsurance is designed to protect a ceding

2 colleague M. Schwab to address those issues. 2 insurer to the extent that that insurer has passed

3 COW SSI ONER OWEN Thank you. 3 ontoor ceded to the reinsurer some policy

4 MR KORN  Thank you. 4 liabilities.

5 COW SSI ONER OWEN M. Schwab. 5 V¢ al so know that an insurer is intended

6 MR SCHWAB: Thank you. And good 6 to protect these policy liabilities whether they' ve

7 afternoon. 7 Dbeen ceded to a reinsurer or not.

8 Thank you to the parties, thank you to 8 And | go back to ny very first college

9 the Dvision, thank you to counsel for all of the 9 logicclass. And that isit follows that the

10 courtesies that have been extended to us in the time |10 reinsurance protection provided by a reinsurer to a

11 that we've been working before you in preparing for |11 cedent is for the ultimate benefit of the

12 today. 12 policyhol ders.

13 There are a nunber of points that we'd 13 So, while we agree that when you | ook at

14 like to discuss in respect of satisfaction of the 14 the statute cedents are creditors, and M. Kosnoff

15 statutory criteria under both the division | aw and 15 did such a nice job of saying that the issue

16 the nerger |aw 16 presented to you is a policy issue to ensure that

17 But let's start, please, fromthe premise |17 the protection is afforded to policyhol ders, we

18 that was articulated both by Ms. Gerst and by 18 believe that we' ve acconplished that today. And

19 M. Mitson. And that is the contracts that are 19 that's what we would like to reviewwth you now

20 being argued about today may be reinsurance 20 And, suffice to say, please, that when

21 contracts, but the protection that we' re talking 21 the Cormissioner required published notice to go out

22 about, the protection that RRC was nost concer ned 22 about the hearing, it was not limted to be read

23 about, was that being provided to policyhol ders. 23 only by cedents. It was published notice to the

24 Not all of us are as steeped in the 24  entire public for the purpose of ensuring due

25 business of reinsurance as others. But this much we |25 process and an opportunity for anyone who felt that
Page 252 Page 253

1 their interests were being inpacted, whether a 1 policyhol ders or contrary to the public interest.

2 cedent or a policyhol der, to cone in and speak. 2 The second criterion is financial

3 And, thus far, we've only heard fromtwo objecting 3 stability of insurers and interests of

4 parties. (ne has been renoved by way of the 4 policyhol ders, that they are not prejudiced or

5 Arendment No. 1. The other one is here today. 5 | eopardized.

6 But throughout thousands of reinsurance 6 The third is that the resulting insurers

7 agreenents and hundreds of cedents, only one is 7 wll belicensed in lowa. There's no contest. You

8 standing in front of you here today to talk about 8 don't have to spend any time with that. The

9 the criteria. 9 license, Ms. Gerst said, has been applied for. SOR

10 And ve woul d have thought that with 10 is licensed throughout the United States. TLIC of

11 98 pages, 98 pages, of prehearing nenoranda on the 11  course, is already licensed. No license issue.

12 legal issues and the satisfaction of the statutory 12 Fourth, that the division does not

13 criteria you woul d have seen one contract, one 13 violate the WiformFraudul ent Transfer Act. A so

14 affidavit, one deposition, one witness, sonebody to |14 known as Section 5211.8(3)(d). No challenge as to

15 cone in and provide evidentiary support for their 15 that. MNobody says any kind of fraud is happening.

16  position. 16 Nor is anybody chal | enging the

17 Instead, we have an argument. And an 17 application of the fifth criterion that this

18 argunent, in the face of all of the evidence you've |18 divisionis not intended to hinder, delay, or

19 heard today, is just not enough. 19 defraud any policyhol der or creditor.

20 There are seven different criteria under |20 It's interesting we've heard so much

21 5211.8(3), the division law which the Commssioner |21 argument about sol vency and financial stability, but

22 is to consider. 22 nobody is saying that this is for the purpose of

23 And that is adequate protection for 23 hurting any cedent or policyholder. So that's not

24 policyhol ders, creditors, and sharehol der interests |24 an issue.

25 under a plan that is not fair or unreasonable to 25 Sol vency we've heard a | ot about. That's
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1 factor nunber six. 1 SOR and they will continue to receive the
2 And then, nunber seven, assets not being 2 financial benefit of the reinsurance from SOCR
3 unreasonably small in relation to the insurer 3 And both MIliman and RRC have
4 business and transactions. 4 independently concluded -- no caveats, no, "Véll,
5 So we start with nunber one. Adequate 5 you know, maybe if you only consider sonething
6 protection, fairness and reasonabl eness, public 6 else " no caveats -- that SOCORwill continue to neet
7 interest. 7 all of its obligations as it has done for the |ast
8 As to adequate protection, for the |ast 8 15 years.
9 15 years TLIC has retroceded 100 percent of the 9 Ms. Matson put it best. You don't need
10  business that woul d be through this division 10 the OMA you don't need the parental guarantee, you
11 transaction allocated to a newentity, TLIGA and 11  don't need the JPMorgan credit facility, SORis so
12 ultinmately, by merger, to SAUSA without any 12 strong, so capable, and so well nanaged -- all you
13 default. 13 have to do is look at the people back here, and
14 You woul d have thought that SOCR one of |14 you've heard fromtwo of them to knowthat's
15 the top five largest reinsurers in the world, if 15 true -- that you don't have to worry about that.
16 they were so bad, so weak, so underdevel oped 16 There's no concentration of risk issue
17 financially, there woul d have been a default. 17 here. |If there were a real concentration of risk
18 There hasn't been a default. There 18 issue, would we not have heard sone testinony about
19 hasn't been the need for an infusion. There hasn't |19 it? Wuld we not have seen a docurent? Wuld we
20 been a need for application of the parental 20 not have seen and heard about some nunbers, sone
21 guarantee. There has not been, and there will not 21 threatened rating action that is going to severely
22 be, any change. 22 inpact AQL or any other cedent as a result of this
23 [t's the same SOCR group that's going to |23 division transaction? Is there going to be any
24 be doing the business. AQ and the cedents are 24 regulatory inpact on AQ? W haven't heard anything
25 going to continue to pay the premumthrough to 25 about that whatsoever.

Page 256 Page 257
1 At the end of the day, AQLis losing. No | 1 blocks of business over to peopl e who are
2 contract protection. 2 specialists inrunning it off so that the conpany
3 And the Attorney General, of course, is 3 canreallocate its capital and reallocate its
4 concerned to know, in respect of the public 4 resources for the benefit of policyhol ders and for
5 interest, that there's not going to be a dimnution 5 the benefit of the insured public.
6 in conpetition. And there's been no evidence that 6 So the public interest is being enhanced
7 thereis. 7 by this transaction. It's not being jeopardized.
8 There's not going to be a dimnution in 8 Now, it was interesting. Wy is SALUSA
9 protection afforded policyhol ders who are the 9 going to be the reinsurer? Wy isn't it going to be
10 ultimate beneficiaries of the reinsurance being 10 SAA?
11 provided. There's no evidence of that at all. 11 | have a question for AL. Wy didn't
12 And so you don't need to be concerned 12 you ask that of M. Robbins? Wy didn't you ask
13 that there's not adequate protection and that the 13  that of M. Hayward? Wy would you ask that of
14 public interest has not been taken into 14 M. Mitson or M. Zacheis? Wy wouldn't you ask the
15  consi derati on. 15 SOCR peopl e? They woul d have told you. And they
16 And, finally, both of you, both the 16 put it intotheir affidavits and they put it into
17 merger Commssion and the Conm ssioner, want to know |17 their prefiled testinmony. There is no question
18 that the insurance and the reinsurance business 18 about it.
19 opportunity and industry are not going to be 19 But instead we get innuendo and
20 weakened, they're actually going to be enhanced. 20 suggestions that nmaybe there's something nefarious
21 Wiat' s the purpose of a division? 21 going on here when the answer has been hiding in
22 M. Gerst told you. It's so that conpanies, which 22 plainsight. And there they are. Somebody only
23 continue to evolve over tinme and change their 23  needed to ask them
24 underwiting focus and their investnent 24 RRCis right. The ultinate protection to
25 opportunities, take the opportunity to move certain |25 be provided when you' re considering financial
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1 stability is the protection not only of the cedents 1 So we're not going to spend a | ot of

2 but of the policyholders. And that's the purpose of | 2 tine, Conmssioner, on RBC V¢ know and appreciate

3 reinsurance. There's not a cut-through. 3 what you're doing at the NAC V¢ take it in good

4 And so, M. Deputy Attorney General, a 4 counsel that it is, as Ms. Matson said, a tool. As

5 cut-through is something that would give a 5 M. Gerst indicated, only one neasure. It's not the

6 policyholder the right to collect directly froma 6 only one.

7 reinsurer. 7 And so all we're going to say is all this

8 There's not a cut-through here, but that 8 time and energy that was spent conparing in witing

9 reinsurance stands right on top of the insurer that 9 the RBC of Transanerica and SOOR you can ignore.

10 is paying the policyhol ders. And having that 10 Because they're very different. They insure

11 reinsurance enabl es that insurer to go out and wite |11 different risks, they have different capital

12 nore business as well as to ensure and say to its 12 allocation and exposures to capital mnarkets,

13 policyhol ders, "I'mgoing to be there when your tinme |13 et cetera. There just isn't an RBCissue here.

14 comes." As sonme of our insurers say, "You're going |14 Nei t her conpany is anywhere cl ose, thank

15 to be in good hands. You' re going to be covered." 15 (od, toregulatory action. And so we don't have to

16 AQ hasn't offered any evidence 16 think about it.

17  whatsoever to contradict the conclusions of MIliman |17 But the one thing | would like to go back

18 and RRCthat there is no jeopardization, no 18 to that Ms. Matson said was, in respect of RBC

19 jeopardy, of TLIC Transanerica Life, or SAUSA's 19 SOCRs financial strength is three tines that, three

20 financial stability. 20 tines the threshold, above the threshold, for

21 You don't need, as Ms. Matson said, to be |21 regulatory action.

22 worried about the VA you don't have to worry about |22 And, again, if AQ had asked M. Robbins

23 the parental guarantee, you don't have to worry 23 or M. Hayward why did SOOR strengthen reserves in

24 about the JPMrgan credit facility. They're strong. |24 2024, the answer woul d have been to conply not only

25 They're good. 25 with European regul atory standards but because it
Page 260 Page 261

1 was theright thing to do. They wanted to nake 1 it's getting an infusion of an additional $5 mllion

2 thensel ves strong. 2 incapital inadditionto all of the assets it has

3 It's a very conpetitive business. This 3 taken with all of the liabilities at the time of the

4 reinsurance business. It may not be on the tip of 4 division and the similtaneous mnerger.

5 the public's tongue when they're getting together 5 I've spent five years representing SOOR

6 talking about the state fair or the Iowa football 6 inrespect of the Scottish Re receivership

7 gane comng up, but it's a very conpetitive 7 proceeding. It's offensive that sonmeone woul d even

8 business. And SOCRis constantly positioning itself | 8 suggest that a reinsurer like SOCR or the

9 not just to get more business but to carry through 9 reinsurance division of a conpany |ike Transamerica

10 onits promses and be strong. And so that's why 10 woul d sonehow tunbl e into that kind of a position.

11  they did the 2024 strengt heni ng. 11 But let's draw a very clear line between

12 And, if AQ had asked theminstead of 12 the suggestion that this could end up there and the

13 sone witness who doesn't know, or mght only have 13 reality of what's happening there.

14  hearsay testinony, they woul d have gotten the 14 Scottish Re, Conmissioner, and you will

15  answer. 15 have heard about it at the NAIC got into the

16 Do we have to be concerned about 16 position that it did because it did not take the

17 solvency? Nobody has indicated that whatsoever. 17 kind of nmanagement action that responsible

18 Both MIliman and RRC have concl uded t hat 18 reinsurers |ike SOOR have been taking for years and

19 Transanerica and the merged TLIGA so-called, with |19 raised rates on policyhol ders who shoul d have to pay

20 SAUSAwll remain solvent followng the division 20 for the protection that they' re getting so that the

21 and merger. They've covered all of the covered 21 reinsurers have enough capital and noney to pay the

22 contract liabilities for 15 years. They're going to |22 |osses that cone in.

23 continue to do that. 23 Scottish Re didn't do that. And it got

24 And TLIGA itself is covered by a net 24 itself intotrouble. And that's why it's where it

25 worth maintenance agreement fromTransamerica. And |25 is today.
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1 SOR on the other hand -- you' ve heard 1 unreasonably small assets to support this business.
2 this reference to something M. Deputy AG call ed 2 And AQ has provided absol utely, absolutely, no
3 best estinmate liability. You mght think, "Wat is 3 evidence to the contrary.
4 that? It sounds like a liability." 4 So then we conme to the merger. And the
5 It's actually a measure of savings. Wen | 5 statutory criteria there are proper protection this
6 SORsays, as M. Robbins didin his rebuttal 6 tine of nenbers. Policyhol ders and sharehol ders.
7 affidavit, that taking these managenent actions; 7 Ceditors got left out this tinme around. And there
8 raising rates, sone conpanies recapturing business, 8 should be no objectively reasonabl e objection to the
9 has resulted in a best estimate liability of 9 nerger plan and that FormA requirements be
10 $4 hillion, that neans that they brought down the 10 satisfied.
11 ultinmate liability for this book of business that's |11 V¢ submit and the reason that
12 going to be transferred. 12 Transanerica and SOCR have asked for an exenption,
13 So the basel ess specul ation, the spectre |13  Conmissioner, fromthe FormA filing requirenents
14 of SOOR or any conpany in this room beconing like |14 otherw se nmade applicable in the nerger lawis that
15 Scottish Re is undeserved and it's not worthy of any |15 those seven criteria that we just went through,
16 nore of your tine. 16 three of which are not objected to at all, are the
17 V¢ come, then, to assets being 17 sane criteria that are more narrowy part of the
18 unreasonably small. Again, both MIliman and RRC 18 analysis that is undertaken under a FormA
19 have testified and given you extensive reports. In |19 But there's one significant point here
20 fact, their two reports al most nunber in pages the 20 that we need to make. And that is the nerger |aw
21 nunber of pages filed by AQ prehearing. 21 and the division law require that the presiding
22 But, unlike the prehearing briefs of AQ, |22 officer and the nmerger Commission, the Cormissioner,
23 the reports of RRCand MIliman are chock-full of 23 consider the interests of all.
24 data analysis and financial review And they 24 As we've |earned recently, the
25 denonstrate that there are not going to be 25 Adninistrative Procedure Act and the contested

Page 264 Page 265
1 hearing rules applicable to this proceedi ng have 1 nentioned, the reason we requested an exenption and
2 never provided for class representative 2 had comunication with the Ovision about this,
3 participation in the proceedi ngs. 3 Comnmi ssioner, before the filing was made May 12th
4 That's very inportant. No one cedent has | 4 was to ensure we weren't mssing something that was
5 the right, by law, to come in here and say, "I'm 5 required.
6 here on behal f of everybody. You need to consider 6 If it had been required, believe ne, we
7 all of the hundreds of cedents that you' re not 7 would have submtted it. There are enough |awers
8 seeing." Wio you haven't heard from who presented 8 inthis roomwho could have gotten that little
9 absolutely no evidence or objection whatsoever, 9 docunent done. V& just thought, and our
10 except for one, that sonmehow that one represents the |10 understanding is, it woul d be redundant. And no
11 interests of all. That's just not true. 11  executive officer has tinme for redundancy of effort.
12 Wiy? Because it cannot be the case that |12 And you don't need to spend any today.
13 under the statute any one objecting party can 13 So, saving tinme for rebuttal, where we
14 scuttle a plan, can scuttle a division, can scuttle |14 end up is here: There has been no change, there
15 a nerger. 15 will be no change, through the division and merger
16 And, if all of those division factors 16 in what's been done for the last 15 years. The
17 that we've talked about are satisfied, then there is |17 contracts are going to continue to apply. The
18 no objectively reasonabl e objection. bjectively 18 financial resource and the adnministrative and
19 reasonabl e neaning you' ve got to look at all the 19 operational resource are going to continue to be
20 facts. Not sormeone's avowed fear, concern, or 20 presented.
21  msunderstanding of what's going on. You've got to |21 And we know that the Dvision wll be
22 consider facts. And, respectfully, AQ has not 22 watching over what we're doing. It's not like, if
23 presented any today. They haven't identified any 23 you approve this transaction, we get to go and do
24 actual or any threatened harm 24 all kinds of bad things without regulatory review
25 As for the FormA requirenents, as | 25 W're going to be watched and we're going to be
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1 reporting and we're going to be doing our best to 1 real issues -- than was anticipated. And they
2 make sure that you' re confortable and confident that | 2 wanted to get that resol ved before they came in and
3 you nade the right decision. 3 asked you to approve the transaction.
4 RRC concl uded, MIliman concl uded t hat 4 They weren't hiding it. They weren't
5 all of the financial criteria and requirements under | 5 using it as an opportunity to nake thensel ves | ook
6 the two statutes have been met. M. Gerst, 6 better. They were actually getting rid of sonething
7 M. Robbins, M. Hayward expl ained the nechanics and | 7 that they thought you woul d have found concer ni ng.
8 the financial inpact of the division and the nerger 8 The docunentary evidence, the testinonial
9 and howthat will fornalize and extend this 15-year 9 evidence that you've heard today -- it's been a
10 relationship. 10 quick hearing. You manage a very good proceedi ng.
11 M. Robbins -- had he been asked, he 11 It meets the statutory criteria. A this point,
12 woul d have said -- because you' ve heard this 12 it's overwhelmng. And AQ has offered no
13 question raised. "So why was it that this 13 contradictory evidence.
14 transaction that was going along just stopped at the |14 Again, hundreds of cedents, thousands of
15 end of '24 and didn't restart until '267" 15 reinsurance agreenents, only one objection on behal f
16 And, again, if you ask a wel|-neaning 16 of a party and three comrents fromentities that
17 actuary fromRRC or a well-neaning fromMIIinan, 17 didn't cone and speak to you, except by letter, who
18 they don't know Ask the CEOof SOCR And he'll 18 are all in disputes and litigation with SOOR and
19 tell you, as he did in paragraph 8(b) of his 19  Transaneri ca.
20 rebuttal affidavit, that while AQ suggests the 20 None of those other conpanies are in here
21 transaction was shelved in the fall of '24, the 21 objecting. Mny of them as you' ve heard, accepted
22 truthis that SOOR's acquisition of a Transanerica 22 increased rates or recaptured business. They
23 Bernudan affiliate known as TIRe, T-1-Re, in July 23 haven't come back noaning and conplaining. And,
24 of '24 caused a much nore conplicated integration of |24 nost inportantly, they're not objecting today.
25 both operations and accounting -- and they were very |25 And so, with that, we submt all the
Page 268 Page 269
1 requirenments in this book under the two statutes 1 And so the suggestion that sonehow those
2 have been fully satisfied. V& look forward to 2 who are involved in the reinsurance transaction
3 answering any questions you nay have. 3 would not be heard or that policyhol der interests or
4 MR BUL: So, as | look at 521.8, which 4 nenber interests are sonehow to overcone that very
5 diswhy I'msitting here today, it indicates if 5 clear legislative intent, it doesn't make any sense.
6 satisfied the interests of menbers, policyhol ders, 6 And the other thing that we cone back to
7 or sharehol ders of the affected conpany are properly | 7 is exactly --
8 protected, no reasonabl e objection. 8 MR KCR\N | have an answer for that one
9 To what val ue, weight, or persuasion does | 9 too. Because this is nore of the statutory
10 AQ have to walk in here and say, "V& have a 10 interpretation questions that | had prepared for.
11 concern"? |f they are not a menber, policyhol der, 11 MR BUL: Ckay.
12 or sharehol der based on statutory interpretation. 12 MR KCRN So, if they're not calling
13 MR SCHMB: First, that same Chapter 521 |13 thensel ves a policyhol der, sharehol der, or nenber,
14 provides that if you want to do one -- you didn't 14 then | think you' re right. That that's not anybody
15 have to, but, if you wanted to have a public 15 that's technically a consideration under the
16  hearing, those who feel they' ve been inpacted could |16 statute.
17 come and speak. And so they're here. 17 V¢ think they're adequately protected
18 But, renenber, that Chapter 521 is 18 anyway if you were to characterize themas one of
19 entitled "Consolidation, Merger, and Rei nsurance." 19 them but, by its plain |anguage, "cedents" is not
20 "And Reinsurance." And, in a reinsurance 20 listed.
21 transaction, there are ceding conpanies and there 21 MR BULL: So, to that end, when we
22 arereinsurers. And sometimes the reinsurers become |22 examne the next sentence, which tal ks about
23 retrocedents, so |ike reinsurance behi nd 23 reasonabl e objections, is it Transanerica's
24 reinsurance, and the re-reinsurer is a 24 perspective or argunent that those reasonabl e
25 retrocessionaire. But it's all about reinsurance. 25 objections nust cone fromnenbers, policyhol ders, or

SUSAN FRYE COURT REPORTING | 515-284-1972
300 Walnut Street, #36, Des Moines, IA 50309-2224



IN RE: TRANSAMERICA LIFE INSURANCE COMPANY
HEARING 08/20/2026

Pages 270..273

Page 270 Page 271
1 sharehol ders al one? 1 record.
2 MR KOR\ V¢ haven't taken that 2 V¢ are now ready for closing argunent by
3 position. | think you could read it that way, but 3  Anerican General .
4 we have enbraced the notion that we have no 4 So, with that, you may proceed.
5 reasonabl e objections here even if you were to 5 MR CHAKRABCRTY: Thank you, sir. And |
6 entertain the question fromthem 6 just wanted to say at the outset that there is going
7 MR SCHWAB: And we adopt what 7 to be portion of ny closing that is confidential.
8 M. Kosnoff said earlier. And that is, regardl ess, 8 I've already spoken to Hizabeth. And |
9 we extended the protection. And we asked you to 9 will indicate to her -- 1"'mgoing to be fol | ow ng
10 consider those interests to the fullest extent that |10 the sane principles | talked about in ny opening.
11  you determne is possible. And so no harm no foul. |11 And Principal 2, because it does tal k about
12 That serves the public interest. 12 financial information, will be confidential. And
13 COW SS| CONER OWEN Thank you, 13 then we'll let folks back in for Principle 3.
14 M. Schwab. 14 | don't think |'ve gotten enough time on
15 MR SCHWAB. Thank you, sir. 15 national television today. So I'mhoping that sone
16 MR CHAKRABCRTY: | was wondering -- 16 of this can at least be a little bit public.
17  since we're so ahead of schedule, | was wondering if |17 COW SS| CNER OWEN  Under st ood.
18 | could ask for a short break to use the restroom 18 MR CHAKRABCRTY: And | should start by
19 and then we can resume? 19 thanking Hizabeth and the staff at 11D W' ve
20 COW SS| CONER OWEN Absol utely.  Let's 20 invaded your offices for today. And I know there's
21 take a 15-mnute break. \e'Il stand in recess until |21 been a lot of filings that have to get stanped and a
22 2:45. 22 lot of work that goes into this process, and we are
23 (Recess taken at 2:30 p.m) 23 very appreciative of that.
24 (Hearing resumed at 2:39 p.m) 24 And | also want to thank Melissa, in
25 COMM SSI ONER OWEN  Let's go back on the |25 particul ar, who has been taking down this record for
Page 272 Page 273
1 us. Thank you for all your efforts today. 1 And maybe you shoul d ask yoursel f, as we
2 I'mgoing to start with something that 2 look at this Plan of Division, why Transamerica and
3 M. Schwab said at the end. About who |'mhere to 3 SR decided to invest two years of their time to do
4 speak on behal f of. 4 this through a divisionif all they could do was
5 | amnot class counsel. | amnot here to | 5 pick up the phone and tell non-objecting cedents,
6 speak on behalf of all cedents. But | amhere, as | | 6 "Sgn a novation amendnent."
7 told you in the opening, to be a cedent voice. In 7 | don't know everything that went into
8 behal f of John Hancock, who first intervened, and 8 their mnd-set. | suspect they at |east thought
9 then on behal f of AQ.. Wo took John Hancock's 9 that sonme of us would object. And so they're trying
10 place on, | will tell you, a very, very, very short |10 to push through a P an of Dvision under a
11 notice. 11 divisional statute that we don't think applies
12 Because we think it's inportant that you |12 because they could not acconplish sonmething that the
13 hear fromthe fol ks who are nost inpacted by this. 13 reinsurance market already permts. Negotiated
14  And there is an inpact. 14 consensual discussions about who our counterparty is
15 What M. Schwab tried to say was, well, 15 going to be.
16 there are a hundred cedent conpanies out there, only |16 And, when that happens, a cedent can do
17 four have objected, and they're all the folks we're |17 the things that M. Matson told you every cedent
18 litigating against. 18 does. Assess their risk appetite, assess
19 And, if the issue was that the other 96 19 counterparty risk, assess risk concentration, and
20 were not relying on us, at least in part, to voice 20 make an econom ¢ deci sion between two sophisticated
21 their objections, if they all had no problemwith 21 parties as to howthat business relationship will or
22 SOR dobal Life USA being their counterparty, the 22 will not continue.
23 reinsurance narket has a mechani smfor howto 23 Let ne start with one thing that | think
24 acconplish this transfer. [It's called picking up 24 is probably the least controversial thing | will say
25 the phone and asking for a novation. 25 today.

SUSAN FRYE COURT REPORTING | 515-284-1972
300 Walnut Street, #36, Des Moines, IA 50309-2224



IN RE: TRANSAMERICA LIFE INSURANCE COMPANY
HEARING 08/20/2026

Pages 274..277

Page 274

Page 275

1 This is an issue of first inpression. 1 My 12th plan filing that we received, this was the

2 And not just inlowa. Across the country. And, in 2 statement that they nade: They have tried very hard

3 that sense, Conmissioner Omen, you have the task of | 3 to describe this process as preserving and

4 applying and interpreting the I owa division |aw 4 formalizing the status quo. And | think we all know

5 Youreinterpreting it for this state and this 5 nowthat that's not really true.

6 proceeding, but it's going to serve as a precedent 6 The status quo is not a direct

7 for everything to cone. 7 relationship between AL and SCCR Q obal Life

8 There's only been one ot her divisional 8 Anmericas or SALUSA or SOCR the parent. The status

9 process before this. It was inlllinois. It 9 quois our relationship with Transamerica. That's

10 involved a group of auto policies where there were 10 how reinsurance works. That's how rei nsurance is

11  some long-tail personal injury clains associated. 11 supposed to work.

12 But they were closed policies. No nore clains 12 And so, while they may repeat the status

13 coming in, they were paying out on the tail. 13 quo argunent over and over again, | hope that this

14 And it's so different here where there's |14 Conmission takes away that this is, in fact,

15 a continuing economc relationship. Every nonth or |15 something that is going to create upheaval in our

16 every quarter premuns get paid, clains get paid. 16 relationship with the reinsurer that we chose.

17 There is a continuing economc relationshinp. 17 This is the letter that every cedent

18 And | think it's really inportant for 18 received as notice for these proceedings. And this

19 this Conmission and for you, Cormissioner, to think |19 is what they wote intheir letter:

20 about what it neans for the divisional statute to 20 As aresult of this transaction, TLIC

21 get inthe mddle of that relationship and to ask 21 wll no longer have any legal obligation or

22 yourself, "I's that what the lowa |egislature 22 responsibility for the contracts it had entered into

23 intended." 23 and the related liabilities. That changes the

24 Fromthe very first statenment that was 24 status quo.

25 made in these proceedings, at least to us, the 25 SAUSA will step into TLICs role as the
Page 276 Page 277

1 reinsurer and will replace TLIC as the reinsurer on 1 thisis so broad, if you can actually do any kind of

2 your reinsurance agreements. That changes the 2 liability -- if you could divide your |eases, if you

3 status quo. 3 could divide your checking account, if you could

4 And SALUSA not TLIC will be responsible | 4 divide all these things that have nothing to do with

5 for funding all obligations under the allocated 5 policy liabilities, why is this in the insurance

6 reinsurance agreement. That changes the status quo. | 6 law Wy isn't this in the general business code so

7 And | said, at the outset, the 7 that everyone could do this.

8 reinsurance narket already has a way of handling 8 V¢, along with the other cedents who have

9 these kinds of contractual substitutions. It's 9 raised their voices, Protective and John Hancock and

10 through negotiations and di scussions between 10 Sun Life, object to this change. The change in our

11 sophisticated menbers of the risk transfer 11  counterparty. The change in who we are doing

12 commnity. 12 business with and who we have done business with

13 And what this Plan of Dvision is doing 13 sonetines for decades under relationships and

14 s using the lowa division lawto override what the |14 contracts that stretch back to the '70s, to the

15 nmarket usually does. 15 '80s, to the "90s, and right until Transamerica sol d

16 Thi s approach woul d have far-reachi ng 16 its business in 2011.

17  consequences for this industry. It would be 17 So, when we speak of issues of first

18 transforming the statute into a very wde range. 18 inpression, there are actually many for you,

19 And, if you believe their argument about the scope 19  Conmissioner Omen. Not to put nmore on your

20 of liabilities, applied to unlinmted types of 20  shoul ders.

21 liabilities, adivision that lets peopl e change 21 But this is the first time anyone has

22 their contractual relationships outside of the 22 tried to use either a divisional statute or an

23 commercial relationship based solely on the fact 23 insurance business transfer statute to transfer life

24 that they're a domestic stock insurer. 24 busi ness.

25 And maybe there's a question as to if 25 And, interestingly, even under some
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1 insurance business transfer statutes, |ike Georgia, 1 the policyhol der-focused | anguage in the statute.

2 they don't allowyou to use the IBT for life 2 You have heard the argunments, | know

3 purposes. It'sonly limted to the property and 3 you've asked questions of other counsel, |'m happy

4 casualty world. And that's because the life 4 to answer those questions as well, but | do want to

5 insurance relationship and the life reinsurance 5 respond to sone of the arguments that were nade in

6 relationshipis so much different than short-tail 6 the prehearing briefs that were filed by

7 risks in the property and casualty space. 7  Transamerica and SOCR

8 And this, as you know, is the first tinme 8 And the first is the argument that

9 that anyone is trying to use a divisional statute to | 9 there's actually no need to look at |egislative

10 transfer assumed reinsurance obligations. As | 10 history or the NAIC best practices and procedures

11 said, the one other divisional statute was about 11 nmanual or anything about the National Council of

12 direct auto policies. 12 Insurance Legislators and how those divisional

13 And so maybe that's where I'mgoing to 13 statutes have cone about.

14 start inpoint 1. Wth the |anguage of the |aw 14 They say it's crystal clear that this

15 V¢ heard fromM. Korn and M. Schwab 15 applies to the division of assumed reinsurance

16  about what the |aw says and what it doesn't say. 16 liabilities because of the use of the word

17 And | wanted to present to you one nore time howwe |17 “liabilities" and the definitioninthat. And 'l

18 viewthe statute. 18 cone back to that in a mnute.

19 And that is Principle No. 1. The lowa 19 But we did take note of the Dvision's

20 division | aw does not authorize this transfer. 20 menorandum pretrial nemorandum that they

21 This is a threshol d question for you. 21 submtted. And that nemorandumincludes two tabl es.

22 For you, Conmissioner, because you're charged with 22 (ne table are a list of provisions that suggest, in

23 interpreting this. And the questionis sinple. Can |23 their view that the divisional statute does apply

24 you read the lowa division lawto authorize the 24 to assunmed reinsurance contracts. And the other

25 division of assuned reinsurance liabilities given 25 table was a list that suggests it doesn't apply to
Page 280 Page 281

1 the division of assuned reinsurance liabilities. 1 line.

2 And so, even if you take the Dvision at 2 If this was, in fact, broad enough so

3 its word, maybe there's anbiguity. There's 3 that any liabilities could be divided full stop, ask

4 certainly not clear evidence that the |egislature 4 yourself why, in 1(a) it says "including policy

5 intended for this to apply to the division of 5 liabilities." Every time the word "liabilities" is

6 assuned reinsurance liabilities. 6 included. "Including policy liabilities."

7 And nunber one on the list of factors 7 "Including policy liabilities." "Including policy

8 that the Division put intheir neno is the fact that | 8 liabilities." Sx tines just inthis section.

9 terns like "cedent," "ceding insurer," "reinsurer," 9 And, as | said in the opening, | don't

10 "assuned reinsurance,” none of those things appear 10 doubt that other kinds of liabilities can transfer

11  anywhere in the statute. 11 along with the policy liabilities, but | think this

12 Cedents, the party that everyone accepts |12 language, the fact that they repeat over and over

13 is the party nost inpacted by this division and 13 and over again that you have to include in your |ist

14 transfer, isn't even nentioned in the lowa division |14 the policy liabilities going over suggests that the

15 law And, as | said, their response is, well, the 15 legislature intended, they presupposed, that policy

16 word "liabilities" is broad enough. So let's take a |16 liabilities are sonewhere in the nix.

17 look at howthat termis used. 17 Because, without it, it's no |onger an

18 So this is Section 12 of the Iowa 18 insurance division statute. It becones a

19 division law And M. Korn actually brought this up |19 reinsurance division statute or a limtless division

20 when he was tal king about including policy 20 statute that an insurer can use to divide any kind

21 liabilities. 21 of liability.

22 And one of the things that's really 22 And the question woul d be why woul d the

23 interesting about this, and this is a statutory 23 legislature be interested in providing that kind of

24 question for you, Conm ssioner Qmren, is why does it |24 tool.

25 say "including policy liabilities" on every single 25 This is one of the reasons that they
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1 wanted to equate us with policyhol ders under the 1 definition of creditors. And | went toread it to

2 statutes. MNow, they cone here and they tell you, 2 you. Thisis fromBack's Law "Acreditor is

3 despite the fact that we're apparently wayward 3 understood to be, quote, one to whoma debt is oved,

4 litigators, that they had our best interests at 4 one who gives credit for nmoney and goods. "

5  heart. That they wanted to give us additional 5 Cedents are not creditors. They can, at

6 protection. 6 any given nonent, be a creditor, if there are

7 But the reality is the statute doesn't 7 premumand clai mbal ances, but there are al so nany

8 nake sense when you read it for cedents. Wen you 8 times in the relationship where they' re not.

9 look at the use of the word "policyhol der" and you 9 And so ask yoursel f why woul d the

10 apply it to the cedent context, everything falls 10 legislature decide that if this applied to the

11 apart. 11 assumed reinsurance relationship, in addition to the

12 And, in our prehearing Menorandum No. 1, 12 policyhol der relationship, why the nost inportant

13 Cormissioner OQmen, we gave you sone rul es of 13 party in the assuned rel ationshi p goes unmentioned.

14 statutory interpretation. 14 And | think what really kind of

15 And you're, in fact, not supposed to just |15 crystalizes this for everyone are the notice

16 focus on the word "liabilities" and say, "Wll, that |16 provisions. There are two parties who have to

17 word is broad. That carries the day." Because 17 affirmatively get notice of a Plan of D vision.

18 you're supposed to look at it in the context of the |18 Policyhol ders and reinsurers.

19 statute. Wat was the legislature intending to do 19 Qeditors don't actually get notice. So,

20 wththat statute. What are the goals and the 20 under their reading of the statute, they didn't even

21 policy goals it was seeking to achieve. 21 have to tell us that this was happening. V& woul d

22 And you know the plan proponents, | 22 learn about it through The VIl Street Journal .

23 think, have backed of f and now said we are 23 So the plan proponents woul d have you

24 creditors. That was a question that was posed. 24 believe that the nost inpacted party doesn't even

25 And, in our brief, we gave you a 25 have to be told. But, if you pause for a nonent and
Page 284 Page 285

1 look at policyhol ders on one hand, reinsurers the 1 And, Cormi ssioner Omen, | know you're

2 other hand, and ask yourself why does the |aw 2 deeply involved in the NNC | know you keep track

3 require notice to one party that is a policyhol der 3 with what's going on with NOJ L.

4 and one party that is areinsurer. And the answer 4 This divisional statute and restructuring

5 is because of who sits in the mddle of that 5 issue has been a hot topic of discussion. And it

6 relationship. Insurance conpanies. 6 goes back to around the tinme |owa passed its statute

7 It makes a lot of sense that an insurance | 7 in 2019 and the restructuring working group was set

8 conpany, a direct carrier who has policyhol der 8 up.

9 liabilities that will be divided, and a reinsurer 9 And they spent a lot of time and took a

10 who have protection that goes along with those 10 ot of public conment about what those nodel acts

11  policyholder liabilities, that those two entities 11 should l ook l'ike that NOO L was promul gating. Mdel

12 get notice. Because what you end up doing is giving |12 acts that were nodeled, in part, on lowa. [owa

13 notice to everyone who is inpacted by a divisional 13  nodeled it on Connecticut, Colorado nodeled it on

14 statute. 14 lowa, NOOL then nodeled it on Colorado. They all

15 When you deci de that the insurance 15 go together. And the industry has been talking

16  conpany no longer has to be a direct conpany, that 16 about this for years.

17 it can be an assuned reinsurer, this doesn't nake 17 And what they are advocating for is

18 sense anynore. Because, under their reading, who 18 fundanental |y inconsistent wth howthe industry has

19 are the policyhol ders. Were are the cedents. 19  been tal king about this issue since 2019.

20 And, in fact, under their reading, the 20 I'mnot suggesting that NOOL is the

21 only people they had to give reinsurance notice to 21 beginning and end of industry customand practice.

22 is Transarmerica to SOCR Does that make sense for 22 O of industry know edge. But here their nodel |aw

23 how you apply the statute? 23 is actually very obstructive.

24 And there's a reason they don't want you |24 If you first look at the announcenent of

25 tolook at the industry material. 25 the division law all they talk about is the direct
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1 insurance context. Insurance. Insurance. Insurer. | 1 insurance policy regardl ess of whether that person
2 Policyholders. No one is talking about reinsurance. | 2 is the insured party. Aso terned policy owner."
3 Andthat is reflected in the nodel act itself. 3 That is the fair and ordinary meaning of the word
4 The Plan of Division requirenents 4 "policyholder" in the statute. And the NOOL nodel
5 actually nirror those in lowa's. Anost word for 5 act actually reinforces that.
6 word. They have the sane "including policy 6 So, if you look at the definitions in the
7 liabilities" everywhere. "Including policy 7 NXL nodel act, they, too, have a broad definition
8 liabilities." "Including possible liabilities." 8 of liability. That's the point M. Korn focused on.
9 "Including policy liabilities." 9 “Liability means any liability or obligation arising
10 You can see, in Section 13 of the nodel 10 in any manner."
11 act, that it talks about the division in the sane 11 But, in 2021, NOOL, building on all the
12 way the lowa statute does. Like the nodel act, the |12 nodel acts, actually put in a definition of
13 lowa lawtal ks only about policyhol ders and 13 policyholder. The definitionis exactly what's in
14 insurers, not ceding conpanies and reinsurers. 14 Black's Law. A policyhol der neans the owner of an
15 And | think that the Comrmissioner should |15 insurance policy.
16 give that some credence. That that reflects sone 16 And, if lowa had done this, there is no
17 kind of choice by the industry and the legislature 17 question that their approach that we can treat
18 and the governnment to enact a law that focuses on 18 cedents as policyhol ders woul dn't work. Because it
19 the insurance relationship, not the reinsurance one. |19 wouldn't go along with the statute.
20 So the rules of statutory interpretation |20 And our positionis if you apply fair and
21 tell you that you nust use the fair and ordinary 21 ordinary neaning to the words "policyhol der,"
22 neaning of words. 22 "insurer," and "policyholder liabilities," this
23 So we gave it to you. Ve |ooked to 23 division statute can only be read to mean that
24 Back's LawDctionary again. And we |ooked for the |24  assuned reinsurance contracts are not included
25 definition of policyholder. "Someone who owns an 25 withinits anbit.
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1 What's also interesting to look at, from | 1 And the fact that they did include it in
2 the industry perspective, is what happened two years | 2 the IBT and in the nodel act, and other state
3 earlier with the nodel |nsurance Business Transfer 3 legislatures have done that, suggests that it was
4 Act that NOOL passed. And it's right around the 4 intentional that it was not included in the division
5 sane time as lowa passed its division act. 5 law
6 I BTs across the country al most uniformy 6 | want to read to you sonething that we
7 permt transfers of assumed reinsurance contracts. 7 included in our MenorandumMo. 1. And it's very
8 MNow there are additional steps in IBTs, including 8 much at the end.
9 you have to goto court. And that's the lawthat is | 9 V¢ tal ked about a letter that
10 nodeled on a Part M1 transfer in the WK 10 Transanerica sent in 2019 to the NAIC restructuring
11 And what they decided to do in this act, 11 working group. And, ironically, John Hancock was
12 "they" being NOJL, is they added assuned 12 actually a cosignatory to that letter. They were
13 reinsurance into the definitions. Aninsurer neans |13 aligned in their views of the divisional statutes at
14 an insurance or surety conpany, including a 14 the tine.
15 reinsurance conpany. They included, within the 15 And what Transanerica told the NACis,
16 definition of policy, a contract of reinsurance. 16 "\¥ woul d caution the NAIC and the subgroup agai nst
17  And they included, within the definition of 17 accepting this invitations fromcomenters who woul d
18  policyhol der, a reinsured. 18 have you substitute well-intentioned regul atory
19 That is the |anguage that you woul d 19  judgrent regarding the proper scope and application
20 expect to see in a statute that is intended to cover |20 of these laws in place of the elected |egislatures
21 the division of assuned reinsurance obligations. 21 who passed, and the governors who signed, these
22 And | think it's telling that this organization, and |22 laws."
23 NAICwhen they're tal king about these nodel acts, 23 If you ook at that letter, the word
24 included assuned reinsurance in one lawand did not |24 "policy" or "policyholder" is nentioned 60 tines.
25 include it in the other. 25 Al they do is talk about insurance contracts.
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1 Thereisn't a single public conment, a single public
2 commenter, a single restructuring working group

3 docunent that suggests that anyone in the industry
4 thought that assumed reinsurance obligations coul d
5 be divided through a divisional statute as opposed
6 totransferred through the protections of an IBT.

7 And that's where this all leads to for

8 you, Conmissioner Qmen. Wiat do you believe the

9 legislature intended with the words it chose.

10 You know the argunents. For them it's
11 "liabilities" is broad. For us, it is the overall
12 structure of the law the constant reference to

13 "insurance," "policyhol der," and "policyhol der

14 liabilities," and the fact that the operation of the
15 lawdoesn't make sense if you look at things |ike
16  the notice provisions, which require a direct

17  conpany to give notice to policyhol ders and

18 reinsurers, the two entities it has a contractual

19 relationship with, but apparently makes no such

20 provision to cedents under the terns of the statute.
21 Do you, Cormissioner Owen, believe that
22 lowa stood alone in passing a divisional statute

23 that's broader than what NOJ L suggested in the

24  nodel act and what the insurance working groups

25 tal ked about when these were passed. Do you believe

Page 291
1 they did that without a clear and unanbi guous
2 designation that assumed reinsurance obligations
3 forma part of proper divisions.
4 And, respectfully, there is nothing in
5 the record that suggests that's what the |egislature
6 intended. But, at the end of the day, that's your
7 decision to nmake.
8 And, with that omnous warning, |'mgoing
9 to ask Hizabeth to put us in confidential session
10 for Principle No. 2.
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V¢l come back to the public.

Qur last principle that | started ny
opening with and that 1'mgoing to conclude withis
the standard that nust guide you in these
proceedi ngs.

And | told you at the outset when | stood
infront of you this norning that this presents an
issue of first inpression for lowa and for the
country.

And there is one way that it also
presents an issue of first inpression. It is the
first division, the first business transfer, the
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first any restructuring under any of the new |aws

that has faced an objection.

The Allstate divisionin Illinois did
not. The IBTs that occurred in Ckl ahoma did not.
This is the first tine.

And so, for the two of you as the
Cormi ssion, you, Cormmissioner Qmen, under the
divisional |awand you, Deputy Attorney General
Bull, under the nerger law, the question is what do
you do in the face of those objections.

To address a question that you raised to
M. Schwab, | do believe a cedent's objections
shoul d be considered as part of the |anguage of the
statute in the nerger law that tal ks about
reasonabl e obj ecti ons.

That those reasonabl e objections don't
just have to cone from sharehol ders or policyhol ders
or nenbers. That the public, and those who are
inpacted, can also object. | think there's a public
interest in having cedents have a voice at that
tabl e.

The standard for the question is
reasonabl eness. And -- | think you guys are both
| awyers. You know that the reasonabl e person
standard is one that you | earn about as a first-year
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| aw student and no one actually tells you what it

means. And what it does nean in one context coul d
mean sonet hing conpletely different in another.

And so | decided to do -- as anyone does,
| threwthe word in Al, and | asked themwhat does
the word "reasonabl e" nean. Fair. Sensible. Based
on good judgment. Being in accordance with
prudence. Supported or justified by fact or
circunstance. Those are the definitions of
reasonabl e.

And | respectfully submt to you that the
reasonabl eness of our objection, and the ones of the
entities | don't speak for today, Sun Life and
Protective, and John Hancock who | sometines speak
for, their objections are reasonable. And | want to
tell you what they are.

V¢ object to having a counterparty be a
conpany with only $191 mllion in surplus when we
currently have a counterparty with $5 billion in
surplus. That, respectfully, is a reasonable
obj ecti on.

V¢ obj ect to having our counterparty be a
conpany that is projected to | ose noney over the
next decade or nore under prudent assunptions.
Assunptions that are good enough for Del anare and
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shoul d be good enough in lowa. That, respectfully,

is a reasonabl e objecti on.

V¢ object to being forced into a
commercial relationship with a counterparty whose
purported strength lies not inits ow financial
condition but in the financial condition of parents
and parent conpani es who we do not have a conmerci al
relationship with and that we do not have
contractual relationships with and will not if this
divisional plan goes through. And, respectfully,
that is a reasonabl e objection.

V¢ object to being forced into a business
relationship with a party who has adnitted to you
that their business nmodel is to sinply raise rates
or seek recaptures fromtheir cedents.

M. Schwab said it to you here today.
That the mstake Scottish Re nade was they didn't
raise rates. And what SOOR is doing is raising
rates so they can pay the cedents. Véll, that's
just taking money fromus to pay noney back to them

And whatever they tell you, the issue of
rate increases in the reinsurance comunity is a
hotly contested i ssue around different |anguage,
around different contractual rights, around the
amount of rate increases. No cedents cone and
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1 willingly say, "Here's the noney." And naybe that's | 1 with matters. And we ask that you uphol d that.

2 the reason they're in arbitration with so many 2 And, finally, | want to say one |ast

3 people. That is a reasonabl e objection. 3 thing for the record. Because -- and |'mgoing to

4 \i¢ object to our risk concentration 4  be careful about this. Because | knowthat a lot of

5 decisions, to our counterparty decisions, decisions 5 people put alot of tine into this process. But,

6 that are in our hands under actuarial guidelines, 6 respectfully, we do have an objection to the process

7 under regulatory rules, and under prudent business 7 that got us here.

8 practices, we object to those being taken away from | 8 And | want to explain to you why.

9 us to satisfy the business objectives of 9 Because this is not intended to be an attack on any

10 Transanerica and the busi ness objectives of SAUSA 10  one person or any one organi zation, but | do want to

11 You saw in the tel ephone Q& A the call 11 talk to you about how this process under these new

12 center Q& Athat | presented to Ms. Gerst, that one |12 restructuring laws is supposed to work and how we

13 of the things that Transanerica is prepared to tell 13 think it didn't quite work the way it shoul d have.

14 its policyhol ders when they call the call center is, |14 So this is the setup under the Iowa

15 "One of the benefits here is that we reduce our 15 division law for what is supposed to happen. And

16  counterparty risk and inprove our risk profile.” 16 what's really interesting about the way the

17 The only way they reduce their 17 legislature and the nodel act sets it up is that

18 counterparty risk is by shifting it tous. That's 18 certain things are triggered by the filing of the

19 what they nmean. Their inprovement is to our 19 division plan.

20 detriment. And we object to that. 20 After a dividing insurer approves a M an

21 Cedents |ike AQ decide very carefully 21 of Division, the dividing insurer shall file the

22 who they're going to do business with. And that's 22 Panof Dvisionwith the Conrmssioner. Sothat's

23 because the life reinsurance relationshipis 23 step one of howit's supposed to work.

24 necessarily a long-termone. Wo we choose to do 24 The board, as Transanerica did, get

25 business with and who we choose not to do busi ness 25 together, figure out what the Plan of Divisionis,
Page 308 Page 309

1 andthey fileit with you, sir. And everything that | 1 opening, and al so in examnations through

2 cones after should cone after. 2 M. Kosnoff, that everything happened hand in gl ove

3 Step two. You give notice to 3 between these entities. And there are a lot of ways

4 policyholders and to reinsurers. Again, that makes 4 that that makes sense. R ght? | think what

5 sense for adirect carrier. They want to make sure 5 M. Gerst saidis, "They put us through our paces."

6 that the people who are nost inpacted know that this | 6 The problemwith it is they did it before

7 is happening. 7 the filing of the plan. And that's not the way it's

8 Step three. Ahearing is arranged. And 8 supposed to work. And | want to explain to you why

9 it's acontested case. And it says sonething that 9 | say that.

10 the legislature nade that decision too. Because, 10 V¢ know that RRC was retained in 2024.

11  again, your role as Cormissioner, or whoever you 11 That's the process. And then there was a pause.

12 delegate as your presiding officer, is intended to 12 And then it started again. And what we have heard

13 nake sure that a policyhol der who can't afford 13 is there were weekly phone call's, weekly tel ephone

14 lawyers, who might not understand notices has the 14 calls, lots of things going back and forth.

15 protection that a nore sophisticated party m ght 15 And what Ms. Gerst actually says is that

16  otherw se have through | awyers. 16 the plan reflects advice and comrent from RRC and

17 And step four in this process is the 17 its counsel for the Division, Faegre.

18  Conmissioner selects and retains an i ndependent 18 That's actually not the way it's supposed

19  expert. Just like M. Mtson. 19 to work. The NAIC best practices and procedures

20 And, while every step does not have to 20 act, which was passed in Decenber of this year,

21 flowperfectly, | do think the statute contenplates |21 actually gives alittle bit of guidance as to what

22 that it happens in that order. The Plan of Dvision |22 the process i s supposed to be.

23 gets filed and then the Conmissioner starts the 23 And this is what they wite: "The review

24 journey of figuring out do | approve it. 24 shoul d be conducted by the donestic regul ator

25 | heard Ms. Sole go through in her 25 assisted by qualified i ndependent experts or

SUSAN FRYE COURT REPORTING | 515-284-1972
300 Walnut Street, #36, Des Moines, IA 50309-2224



IN RE: TRANSAMERICA LIFE INSURANCE COMPANY
HEARING 08/20/2026

Pages 310..313

Page 310

Page 311

1 in-house Departnent of Insurance expertise for CD" 1 procedure says is the right one. They shoul d not
2 corporate divisions, "and should identify key risks 2 have been side by side with TLIC and SOOR  They
3 to the transaction. The independent expert shoul d 3 should have been separated fromany influence from
4 not be a Departnent of |nsurance enployee and should | 4 these entities.
5 be able to assert independence fromthe reporting 5 And all of this matters because of what
6 entities under discussion." 6 you, Cormissioner Omen, under the division |aw
7 And, in subsection (f) they have a way of | 7 need to find. You need to have "a high |level of
8 actually characterizing it. "The experts should be 8 confidence that policyhol ders and key stakehol ders
9 independent of any influence fromthe conpanies 9 will experience no material adverse inpacts. The
10 involved and subject to the approval of donestic 10 regulatory review nust be robust."
11  regulators."” 11 And the next section of the NAIC manual |
12 Al the things they say about how closely |12 think is even nore instructive. "Prescribed
13 they worked together up until the filing of the plan |13 conservative assunptions shoul d be included.” That
14 is actually exactly howit's not supposed to work. 14 sounds |ike prudent ones to ne. "Resulting
15 What ' s supposed to happen is the plan 15 projected RBCratios and projected capital ratings
16 gets filed and RRC stays conpl etely renmoved from 16 shoul d be reviewed. "
17  discussions with Transanerica, discussions with 17 And this is areally inportant sentence.
18 SOOR and they play the role of independent expert 18 "Policyhol ders and ot her key stakehol ders shoul d
19 inadfferent way. 19  have the sane economc protections which existed
20 | amnot suggesting that Ms. Matson was 20 prior tothe IBT or @ including but not limted to
21 captured. O that RRCwas a captured entity. | do |21 Qaranty Association protection.
22 believe they did their best to do the best product 22 And the last thing | will say about this
23 they coul d. 23 are the last fewwords of 3(c). That "the final
24 But the process that they put M. Matson |24  decision shoul d al so include input from
25 inis not the process that the best practices 25 policyholders." Here that's us. The cedents.

Page 312 Page 313
1 And | used the line in ny opening that 1 | thank you for your tinme and | thank you
2 I'll use again. \¢ have been treated as intruders 2 for your hospitality. And | wll stand here for a
3 instead of intervenors. Wiat this NAI C best 3 second in case you have questions.
4 practices manual tells you is that our input is 4 COW SSI CNER OWEN Thank you. | do
5 central to your decision-nmaking process. 5 have a question.
6 The input that ny client at Anerican 6 Again, returning to the statutory
7 General is providing to you is that we object. V¢ 7 construction issue, it is your argurment that 521l
8 object because we do not believe that SAUSA our 8 doesn't contenplate application to cedents or
9 actual counterparty, has the sane financial strength | 9 assuned treaties, but are you arguing that's true
10 as the current one. 10 evenif the plan was the intent to divide and
11 And ve are deeply concerned about being 11 distribute retail contracts to the resulting entity
12 part of a reinsurance relationship where the capital |12 but that the reinsurance would be maintained wth
13  decisions and the support for the operating entity 13 the original -- again, | nmay be mxing resulting
14 lies not with Transanerica but rather with a conpany |14 with that original.
15 based overseas who are subject to different 15 But if Transamerica had hel d back the
16 regulatory rules and reporting guidelines than we 16  reinsurance but had been transferring a bl ock of
17 have here in the US 17 retail policies, would your conclusion be the sane?
18 | don't knowwhat SOCR SEis going to do |18 MR CHAKRABCRTY: If Transamerica is only
19 tomorrow. | don't know what their decisions are 19 dividing policyholder liabilities, then they can
20 going to be. And while at some level | don't know |20 plainly do that under the statute.
21 what Ms. Gerst is going to do either, | do know 21 What can get allocated along with that is
22 about the financial strength of Transanerica. 22 the outward reinsurance agreenents that cover those
23 And, on this record, | respectfully ask 23 policies. Because in the risk transfer -- we're not
24 that both of you exercise your discretion and deny 24 reinsuring a conpany. \é're reinsuring a risk.
25 approval of this plan. 25 So, if policy Aissued by Transanerica is
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1 going to be divided to TLIC and a rei nsurer 1 COW SSICNER OWEN Vel 1, howis it that

2 reinsures policy A that outward reinsurance gets 2 inthe statute that distinctionis nade?

3 allocated. 3 MR CHAKRABCRTY: | think it's by the use

4 COMWM SSIONER OWEN Right. But that's 4 of the word "policyhol der liabilities" over and over

5 where | guess |'mnot understanding. In other 5 again.

6 words, if the assunming reinsurance in this 6 So this is where the difference is. So

7 circunstance as proposed is noving, but, in the 7 they tell you that the word "liabilities" is broad

8 other circunstance, had it just been retained -- you | 8 enough to include any kind of liability.

9 still would have your ability to object, but howis 9 OOW SSI CNER OWEN But ny

10 it that -- are you saying the statute could not ever |10 responsibility is to evaluate both sides of that

11 even be -- that the division statute could not be 11 division. So howis it that you're saying it woul d

12 enployed in that circunstance or not? 12 be possible for themto nove a block of |egacy

13 MR CHAKRABCRTY: | don't think the 13 long-termcare, but they can't nove a | egacy of

14 division statute applies if, in ny exanple of 14 assumed rei nsurance.

15 policy A being noved to TLIC policy Ais assuned 15 MR CHAKRABCRTY: Because | think that's

16 reinsurance contract A Because that's not howthe |16 what the legislative authority is. So, when these

17 statute is witten. 17 statutes were being discussed in the first place,

18 COW SSI CNER OWEN But that's ny point. |18 the idea was that all these direct carriers had

19 So, if it's held back, if it's not the block that 19 these old policies on their books of business that

20 goes with the division, that would be okay? That 20 were running off and that they wanted to reallocate

21 is, Transanerica could use this statute if they were |21 capital and nake different decisions for the direct

22 sinply dividing for the purposes of dividing off a 22 business. The same discussion was not had for the

23 block of -- say a defined block of long-termcare 23 assunmed reinsurance business.

24 policies. 24 Now, there mght be a restructuring

25 MR CHAKRABCRTY:  Yes. 25 nmechanismthat makes sense for transferring assuned
Page 316 Page 317

1 reinsurance business, but that's an |BT that |owa 1 donestic stock insurers who happen to have al so had

2 hasn't passed yet. 2 an assuned reinsurance block in the past.

3 So | think the policy decision as to 3 COW SSICNER OWEN Right.  Wiet her t hey

4 whether you can apply the division statute to a 4 consider it or not, I'mjust trying to make sure |

5 policyholder liability versus an assuned reinsurance | 5 understand the thinking behind your concern.

6 liability falls on the side of, yes, you can do 6 MR CHAKRABCRTY: Yes, sir.

7 policyholder liability but you can't do assured. 7 COW SSI CNER OWEN My ot her questi on

8 If lowa had an IBT, we'd be having a very | 8 relates to the evidence. In the docurent that you

9 different conversation. 9 referred to at the end as to the reasons concerning

10 COW SSI CONER OWEN Again, | want to 10  the reasonabl eness of the objections.

11  nmake sure | understand. So you're saying that I'm |11 Just, again, so | understand the

12 tointerpret the lawthat it doesn't apply to the 12 interpretation of those provisions, are you

13 insurer that can actual |y engage in the division, 13 suggesting that the reasonabl e objection could cone

14 but | have to look at the result of the plan to 14 fromanywhere or anyone or is there alimt to who

15 determne if the statute applies? 15 has, essentially, the position to forward an

16 MR CHAKRABCRTY: Yeah, | think you have |16 objection? As an exanple, could a university

17 tolook at the nature of the business that is being |17 professor come in here and object to this as well on

18  divi ded. 18 theoretical ternms? O do you have to show sone

19 There are, in fact, not alot of 19 actual harn?

20 conpanies out there, direct carriers, who are al so 20 MR CHAKRABCRTY: That's a good

21 reinsurers. Transanerica happens to be one of them |21 regulatory question in terns of the |owa

22 because of their |egacy setup. 22 Adninistrative Procedures Act.

23 And it's hard for ne to think that the 23 | would think that a university professor

24 legislature passed this lawthat coul d essentially 24 could cone and give a public comment about policy

25 only be used by a very, very small nunber of 25 issues. But, when it comes to reasonabl e
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1 objections, | would think that a party who is 1 objection as to the ability to divide in the first

2 inpacted by the proposed Plan of Division -- so the 2 place is the statutory |anguage. So can you set up

3 way | look at it is sone kind of standing issue. 3 aTLIGAthat has a stand-al one taking on all these

4  That you woul d consider the objections of those who 4 assuned reinsurance obligations? | don't think the

5 are going to be inpacted by the proposed P an of 5 statute authorizes that. 1In the first instance.

6 Dvision. 6 The strange place we find oursel ves here

7 | do think that the public could have 7 is this transaction is not going forward unless both

8 cone onto the line today and made an objection from | 8 things happen at the same time. Transanerica wote

9 a policy perspective, nade an objection fromanother | 9 that inthe Plan of Dvisionitself. So TLIGAis

10 perspective, and then it's a question for you and 10 actually not going to exist unless the nerger is

11  for Deputy Attorney General Bull to weigh the 11  also approved at the sane tine.

12 inportance of that objection versus the interest 12 And so that's the difficulty of howwe --

13 that they had in the proceedi ngs. 13 like, | look at this froma practical perspective.

14 COW SSI ONER OWEN And that standard 14 As of today, ny client has a contract with TLIC If

15 applies -- again, | know by statute -- | would 15 this Plan of Division goes through tomorrow ny

16 describe it as both the division statute and the 16 client is going to have a contract with SALUSA

17 nmerger statute are sort of like a hinge. O by 17 It's a two-step process to get there

18 nmarriage. | mean, | think they're clearly 18 under the Plan of Dvision and Merger.

19 connected. But that standard applies to the merger |19 Step one. Divide into TLIGA The

20 stage of the review 20 statutory question under the division |aw

21 So of what significance is your 21 Conmissioner Qmen, is, in fact, can you even divide

22 reasonabl e objection to the division portion of ny 22 that. That's the assuned reinsurance versus the

23 review? 23 policy liabilities issue.

24 MR CHAKRABCRTY: \éll, so the division 24 And then the secondary question becones

25 ends up with TLICand TLIGA | still think our 25 the reasonabl eness of our objections. \Wich | agree
Page 320 Page 321

1 isthe standard in the merger |aw 1 instance would apply only to TLIGA

2 But then there's also a strange pl ace 2 But because we have a si mil t aneous

3 here where you asked about is it unfair to the 3 nmerger -- and this is where things have gotten a

4 creditors, isit unreasonable to the creditors, are 4 little conflated. Even in the RRC report where they

5 we adequately protected. 5 treat SALUSA as the resulting insurer. They're not

6 No one is arguing that we woul d be 6 the resulting insurer under the division |aw

7 adequately protected if TLIGA was our counterparty. | 7 TLIGAis. They're the nerger partner under the

8 Everyone is sort of skipping over that step. 8 lowa nerger |aw

9 But TLIC, as a conpany, has a $5 mllion 9 But all the evidence in this case has

10 capital contribution that is being returned as soon |10 sort of mxed those two concepts together. And so

11 as the nerger occurs. It was just a loan. A 11  we have raised a | ot of our objections as to the

12 short-termloan. It has the reinsurance 12 SA.USA conponent, because, practically speaking, at

13 projections. It has the net worth naintenance 13 the end of the day, what they're trying to dois

14 agreenent. No one expects that entity to actually 14 acconplish one thing through two different steps.

15  continue. 15 OOW SSICNER OWEN So to that point --

16 If there was no merger conponent here, if |16 again, understanding your position that your client

17 this was just a Plan of Dvision and Transanerica 17 is not a policyholder in reference to 5211, is it

18 cane to you and said, "W are going to divide TLIC |18 then your position that the standard under that

19 into TLIGA" then all the questions that you would |19 provision; that is, the divisionlaw is is that the

20 be asking about, is it reasonable for cedents to now |20 requirement is that | find that the creditor is

21 have TLIGA as its counterparty, you would then be 21 adequately protected?

22 asking about the RBCratio for TLIGA the ratings 22 MR CHAKRABCRTY: So ny position in the

23 for TLIGA the parental guarantees for TLIGA 23 first instance is you shoul dn't even be applying

24 Al of the things you have to find 24 this lawto us.

25 affirmatively under the division lawin that 25 COW SSI CNER OWEN | understand t hat .
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1 But I'msaying that assuning that you're wong and 1 adequate protection exists. Because we are the
2 that it does fit, based upon ny understanding of the | 2 party inpacted by this. And it can't be that
3 legislation, is it then your position that the only 3 there's a legislative setup where this P an of
4 provisions that really apply concerning your 4 Division goes through and a party who is directly
5 classification as a creditor is the provision that 5 inpacted has no protections under the |aw Because
6 ensures that you nust be adequately protected? 6 that would be a perverse outcone of |egislative
7 MR CHAKRABCRTY: There's nothing elseis | 7 intent.
8 what | can only answer. Because | do not believe a 8 MR BULL: | think you answered, in part,
9 cedent neatly fits as a creditor. And | do not 9 the question |'ve been asking all along. And | just
10 believed a cedent is a policyholder. And then 10 want to give you another opportunity as it relates.
11 you're left in a position where does that nean the 11 If A isn't one of those things.
12 Cormissioner doesn't have to figure out that cedents |12 And what | hear you telling ne, or
13 are adequately protected? Wiich doesn't make 13 telling the Cormissioner, is you can't look at this
14 sentence as an end product for the statutory |aw 14 statute and try to norph it into the other type of
15 That's the challenge | find nyself with 15  business, |BT.
16 here. | do not believe that the |anguage of 16 Correct ?
17 creditors applies to cedents. But, if you're going |17 MR CHAKRABCRTY:  Yep.
18 to find the law applies, then | guess that's where 18 MR BULL: W shouldn't do that. Because
19 you fit us in, although the Plan of Division treats |19 that's not what the legislature intended. They had
20 us as policyhol ders? 20 a choice.
21 ['mbeing asked to -- | think we are all 21 So howdo | read into you shoul d be one
22 being asked to apply words to a conmercial 22 of -- we should include another category which is
23 relationship that those words don't really nake a 23 not enunerated in the statute.
24 lot of sense in. 24 MR CHAKRABCRTY: Are we tal king about
25 | do think you should still find that the |25 the nerger |aw?

Page 324 Page 325
1 MR BUL: Yes, sir. 1 this.
2 MR CHAKRABCRTY:  Yeah, so ny readi ng of 2 And so the reasonabl eness of our
3 the merger law statute and the reasonabl e objection 3 objections, | think, should -- our standing to make
4 standard that says "and no other reasonabl e 4 the objection, | think, should be assunmed. Because
5 objection exists," | don't read that as tied only to | 5 everyone agrees that we are the ones who are goi ng
6 sharehol ders, nmenbers, and -- | think policyhol ders 6 to be inpacted.
7 isthethirdone. | think the "and" there is "in 7 V¢ have di sagreements as to how much, we
8 addition to." 8 have disagreenents as to whether that inpact at the
9 MR BUL: So any individual would have 9 end of the day is material, but no one disputes that
10 standing to have a reasonabl e objection. 10 we are the one whose contracts are going to nove
11 MR CHAKRABCRTY: | think it goes back to |11 over fromTransanerica to SOCR and have anot her
12 what | said to Conm ssioner Qmren that you certainly |12 counterparty. And so the reasonabl eness of our
13 woul d have to weigh the objection, and the 13 objections has to take into account that we're the
14 reasonabl eness of the objection, with what inpact 14 ones who are going to be inpacted by this.
15 the nerger has on them 15 OOW SSI CNER OWEN Thank you. | want
16 So, if someone happens to be wal king down |16 to leave tine for rebuttal. So thank you very much.
17 the street, listens in on this proceeding and says, 17 MR CHAKRABCRTY: Thank you. | really
18 "I amfundanental Iy of fended by Transanerica merging |18 appreciate the opportunity.
19 with SOR" and you ask, "Véll, what interest do you |19 MR KORN | just have one question to
20 have init," and they say, "None," it's hard to say |20 ask ny colleague here.
21 that that objection is reasonable. Because part of |21 | just wanted to make sure we have the
22 the reasonabl eness is the inpact on that person. 22 division of |abor set.
23 So these proceedings -- | don't think 23 Ckay. W& are getting close to the end of
24 there's any question. And even the Dvision neno 24 the day. | think we have a little bit of time left,
25 saysit. V& are the party who is nost inpacted by 25 and then hopefully we'll all be able to enjoy the
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1 fair and other public hearings, whichever is on the 1 based upon the idea that we're trying to affect a

2 agenda. 2 transfer fromthe division statute when that's not

3 | just wanted to circle back to a few 3 what we're doing. Hs argunent is really with the

4 things that M. Chakraborty said and make sure that 4 erger.

5 there's nothing that hasn't been discussed and is 5 Second, he pointed to -- and I' mnot

6 left unanswered. 6 goingtogoinparticular order. So just bear with

7 So | did get an answer to the question | 7 ne

8 posed in ny closing about what the "this" is that he | 8 Second, he tal ked about how the

9 says is outside the scope of the division statute. 9 division's prehearing submssion inplied that the

10 He added the words in when he read themagain. He 10 statute was anbiguous. | don't think they went so

11 said, "The lowa division | aw does not authorize this |11 far as to say that. To the extent that there is

12 transfer." That was the word he used. 12 anbiguity, the Conmissioner does need to decide it

13 But the lowa division |aw does not affect |13 and say what the statute neans.

14 atransfer. That's in the statutory text. So it 14 And you did put the Dvision counsel on

15 authorizes an allocation of assets and liabilities. 15 the spot and ask themwhere do they cone out on this

16 That's what we're doing. There's no limting 16 issue. And, even though they didn't say soin their

17 language, narrow ng | anguage. He could not point to |17 prehearing submssion, they agreed that the scope of

18 any that would limt to only the allocation of 18 the statue does conprehend the proposed Pl an of

19 policy liabilities. O retail policy liabilities. 19  Division.

20 That's just not in the statute. 20 So, to the extent there is anbiguity,

21 Wiere it says "including policy 21 they would resolve it in favor of the broader

22 liabilities," it always follows "liabilities," 22 application. Wiich is consistent with the statutory

23 comma, "including policy liabilities." 23 text.

24 So | don't think that there is a 24 Third, there was a lot of discussion

25 justification for inposing some narrow ng statute 25 about NOOL and the nodel division and | BT statutes.
Page 328 Page 329

1 This may not -- I'msure this wasn't mssed, but 1 it backwards, specifically conprehends the division

2 that guidance postdates enactnent of the |owa 2 of reinsurance liabilities too.

3 statute. Soit isnot avalidinterpretive aidin 3 So even the statutes that were enacted in

4 resolving any anbiguity or determining what the 4 reliance on this kind of guidance do not draw the

5 legislative intent is. 5 fine distinction between reinsurance and policy

6 That evidence, which is in his 6 liabilities that AL is trying to draw

7 presentation, and you can see it in the presentation | 7 And, even if it were avalid interpretive

8 yourself, was issued in 2021. Wiich is two years 8 aid, it isnot adistinction that really exists

9 after the statute was enacted. So it cannot inform | 9 between IBT and division. ne is a transfer of

10 the neaning of the statute that was passed by the 10 contract. One is a corporate restructuring. And

11 lowa legislature two years earlier. 11 those are the distinctions. It's not related to the

12 Second, and related to that, he's trying |12 nature of the underlying assets or liabilities that

13 to drawthis sharp distinction between division laws |13 are being divided.

14 and IBTs. As if division laws are for the division |14 So, when M. Chakraborty says that |owa

15 of policy liabilities, and particularly retail 15 stood alone in passing the division | aw broader than

16 policy liabilities like blocks of long-termcare, 16 the NOOL nodel acts, that doesn't really make

17 and IBT is for the exclusive domain of reinsurance. 17 sense. Because, first, that's not what the NOJL

18 O, you know, bespoke i nsurance. 18 nodel acts really say. And, second, the NOOL nodel

19 That's not what the guidance says. |'m |19 acts postdate lowa. So it could not have been a

20 sure you're way nore famliar withit than | am 20 derivation of that.

21 but, to give you an exanple, there's some citations |21 M co-counsel fromSOR will address the

22 tolllinois in the papers. 22 conments about the parental guarantee and sone of

23 As we pointed out in our papers, the 23 the other things he said. | want to focus on two

24 Illinois division statute, which | believe was 24 things. And | mght overlap a bit with SOCR and

25 enacted after the IBT statute, although | may have 25 then I'Il conclude and pass the nic.
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1 First, there was a |l ot of discussion at 1 discussion about the no reasonabl e objection
2 the end of his presentation about objecting to the 2 standard. | don't knowthat | would rely on Al
3 process. And that the statute dictates a different 3 searches for definitional purposes on this one. The
4 process. And the NNCdictates a different process. | 4 one thing that | think we should be able to all
5 There was sone inplication of 5 agree onis, for it to be a reasonable objection, it
6 coordination or collusion between Transanerica, 6 has to be reasonable. And it has to -- and that's
7 SOR and the Division. | just want to say, for the | 7 an objective standard. There has to be sone basis
8 record and very clearly, there was no col | usion. 8 forit.
9 There was nothing that was done i nproper. 9 The main objection here is that AQ
10 Transanerica went to its regul ator and 10 doesn't believe that SAUSA has the sane financial
11  worked with its regulator. The regulator was 11 strength as its existing counterparty. They don't
12 independent, hired independent financial advisors 12 believe it. Ckay. Were's the proof? Were's the
13 and actuaries, and, as you heard repeated y 13 evidence?
14 throughout the day, did not give us anything like an |14 V¢ have, on one side of the scales, two
15  easy tine. 15 actuarial opinions fromindependent actuaries that
16 This was pressure-tested by sone of the 16 areincredibly well respected that are not going to
17 premer actuarial firms on the planet that are 17 conpronise their integrity after doing a trenendous
18 incredibly well respected. And the suggestion that |18 anount of work.
19 their integrity was conpromsed in sone way is 19 You have the witness evidence, you have
20 offensive. To say the least. 20 the affidavits, you have all the financial data that
21 So | just want to say that we take 21  we've put in.
22 unbrage with the suggestion that there was anything |22 On the other side, you have specul ation.
23 untoward going on between Transanerica and the 23 That is not a reasonabl e basis to say that SOCR or
24 Division. 24 SAA lack the sane financial strength as their
25 And then, finally, there was a | ot of 25 existing counterparty. They have no factual basis
Page 332 Page 333
1 tosay that there is going to be any inpact. Mich 1 support that fromboth the independent actuary that
2 less an adverse inpact. 2 is not beholden to us in any way, shape, or formas
3 They don't |ike that we are changing 3 well as fromMIliman, and we don't have any
4 their counterparty without consent to the nerger. 4 actuarial evidence saying to the contrary.
5 That's not a reasonabl e basis. You have seven 5 So there's no evidence to support that
6 specific criteria that have to be satisfied under 6 that is avalid or reasonabl e objection.
7 the division |law that ensure sol vency, financial 7 The next one. "Changi ng our counterparty
8 adequacy, that the policyhol ders, creditors, and 8 to a conpany projected to | ose noney over the next
9 other affected persons are going to be adequately 9 decade or nore."
10 protected. That answers the question of whether or |10 RRC sai d unequi vocal |y that that doesn't
11 not there's a reasonabl e objection. 11 nmatter. Evenif the projections were to go with the
12 And, if you look down the list that is on |12 prudent set, that it would not be a material
13 slide 22 of the presentation that M. Chakraborty 13 difference and that that woul d not have altered the
14 gave, each one of these is speculation. Andit's 14 opinions what soever from RRC
15 about changing the counterparty. 15 "Forcing us into a comercial
16 The first one -- and I'll give you a 16  relationship with a conpany who relies on the
17  norment to get there. It's in M. Chakraborty's 17 capital decisions of its foreign parents.”
18 presentation. Side 22. 18 | thought that was interesting since
19 The first one was that we are changing 19 Transanerica has a foreign parent also. Aegonis
20 the counterparty froma conpany with a surplus of 20 the foreign parent. Sure, it's in the nmdst of a
21 $5 billion to a conpany with only $191 nillion in 21  donestication here, but it's still a foreign parent.
22 surplus. 22 I'mnot sure what the difference is or what the
23 That ignores all of the evidence you have |23 inplicationis, but, again, it really doesn't natter
24 of the financial wherewithal of SOOR SE howit 24 once you | ook at what the evidence that is before
25 manages its capital, the actuarial opinions to 25 you shows.
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1 "Forcing us into a conmercial 1 They mght have an argunent with the lowa
2 relationship whose business nmodel depends on raising | 2 legislature. They can take it to the Iowa
3 rates on cedents and litigating against cedents." 3 legislature. But that is not a reasonabl e
4 Again, it's the sane issue. There's no 4 objection.
5 evidence suggesting that there's any adverse inpact 5 At bottom they point to the standard in
6 on any cedents fromthe perspective of financial 6 the NAC about no material adverse inpacts. Do you
7 strength and the ability to pay the clains when they | 7 have any evidence suggesting that there will be?
8 arise. 8 You don't. The evidence is all to the contrary.
9 The evidence that had this before you is 9 They have no factual basis to say that
10 all one-sided and it's unrebutted. There are 10 any cedent, much less AQ, wll suffer any harm and
11  questions that have been raised, shots that were 11 they have no evidence that the treatnent that they
12 taken, but no evidence fromany actuary -- and 12 will have, that they've had for 15 years already,
13 M. Chakraborty is not an actuary, he's very snmart 13 will be any different in the future assumng this
14 but he's not an actuary -- providing evidence that 14 deal is approved.
15 there is any concern here. 15 They don't even have any evidence that
16 And then last. "Stripping us of our risk |16 there's going to be inpact. Mich |ess adverse
17 concentration and counterparty decisions."” 17 inpact.
18 That's really the nub of it. But that's |18 That's the probl emwhen they have no
19 what the statute says. They don't have a consent 19 evidence, but they're trying to make reasonabl e
20 right under the statute. And they didn't bargain 20 objections. They don't match.
21 for a consent right in their contract. 21 Thank you.
22 So the fact that we are changing 22 OOW SSICNER OWEN  In his closing
23 counterparties pursuant to the authorizations that 23 comments, counsel for Anmerican General nentioned
24  are pernmtted under the division lawand the merger |24 that Transanerica nay be the only conpany in the
25 law it cannot be a reasonabl e objection. 25 state -- | don't know, | assune not in the
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1 country -- that fits within this circunstance where 1 ustoallocate all liabilities and all assets. And
2 you're both a direct witer as well as a reinsurer. 2 that's what we've done.
3 But | was just trying to understand this 3 | don't think that there is any hook in
4 interpretation of the |aw which woul d suggest that, 4 the text to say that we can only do a division if we
5 as to Transanerica, if the plan had been to 5 have the ability or are allocating policy
6 essentially divide and then allocate basically a 6 liabilities or any restriction that says we can't
7 block of closed business of policyholder liability, 7 allocate assuned reinsurance obligations. That's
8 then the law could be applied. But, if it'sinthis | 8 just not inthetext. Andthat's alinitation that
9 circunstance where you were all ocating assuned 9 would involve narrowing the statute in a way that
10 reinsurance, it doesn't apply. 10 woul d do violence to the words.
11 And | just was curious if you had any 11 COW SSI CNER OWEN  Thank  you.
12 response to that. Because | -- again, | don't think |12 MR BULL: No questions.
13 that the legislature, frankly, had Transamerica in 13 MR SCHMB: Mne is the nost unenviabl e
14 nmind. | think they tried to put inplace alawthat |14 position. Because |'mkeeping all these good peopl e
15 woul d be applied to domestic conpani es. 15 fromthe fair. Just a few quick points.
16 | don't knowif you have any thoughts on |16 First. The very first division that was
17 that. 17  done was in 1995. W& gave you briefing on that. It
18 M KOGRN | think that's the point. 18 was the O QW Brandywi ne division that was done
19 Respectfully. |If the legislature had in mind a law |19 under Pennsylvania | aw and included reinsurance as
20 to apply generally to donestic conpanies, then 20 well as policies.
21 that's what we're doing. 21 Second. I ndependence of RRC and MI|iman
22 Whet her they had Transanerica in mind or |22 does not nean deaf mute. It neans they can't be
23 sone other conpany in mnd, the authorization and 23 interested, they can't be biased, they can't be
24  the trigger, fromthe statute's perspective, is are |24 colluded. There's no evidence of that here.
25 we a donestic stock insurer. And then it authorizes |25 Third. You put your finger right onit,
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1 Commissioner. And that is if you nove a policy, the | 1 confirmation fromSQCR that, upon the division and
2 reinsurance goes wthit. 2 the nerger, the parental guarantee will specifically
3 So, under their reading of the statute, a | 3 apply to this book of business as well as it applies
4 policy can be noved and the reinsurance goes right 4 toall of the other business pursuant to its terns.
5 alongwithit. Because that's exactly what the 5 Let ne be crystal clear. If you want
6 statute says. And that's why, as ny co-counsel so 6 that confirmation fromus as a condition to approval
7 ably pointed out, when you do a plan, you have to 7 of this transaction, SOORw Il give it to you. And
8 allocate reinsurance contracts. And, when you do a 8 that will elimnate the issue. That's how much SOCR
9 plan, you have to give notice to reinsurance 9  believes in this transaction.
10 counterparties. 10 Thank you.
11 Fourth. 1'mrenmnded of Shakespeare. 11 COW SSI CNER OWEN  Thank you, sir.
12 Roneo and Juliet. | know How does that fit here? |12 MR KOSNOFF:  Conmissioner, |'d like to
13 Because it's all about what's in a nane. 13 be heard just for a mnute?
14 Quriously, under AQ's conception, TLIC 14 COW SSI CNER OWEN  Yes.  You may have
15 coul d have taken all of its business, except this 15 opportunity for rebuttal.
16  block of business, and noved all of it into TLIGA 16 MR KOSNCFF:  You know, there's no such
17 and they'd still have TLIC as their reinsurer. 17 thing as a perfect statute. |'ve never seen a |law
18 That's an absurd result. They could nove |18 where every provision fits perfectly with every
19 it all into TLIGA but they can't nove just this 19 other provision and it works |ike clockwork. That's
20 block of business into TLIGA? That's absurd. 20 just not the world we live in. And that's sure not
21 Last. Let's close the point. If there 21 the way our |egislatures work. R ght?
22 is any doubt in the Conmssioner's or the Attorney 22 The legislatures do the best they can.
23 CGeneral's nind about SOOR s belief that the parental |23 They pass the laws. And then, unfortunately, the
24 guarantee applies to all business in SALUSA's book, |24 regulators have to make sense of it and make it
25 then you may condition your approval when receiving |25 work.

Page 340 Page 341
1 That's what's happeni ng here. The 1 The statute does not dictate when the
2 divisionlawis like every other |aw we' ve ever 2 Conmissioner is to retain the independent expert.
3 seen. It's not perfect. 3 You can retain the expert when you see fit. And
4 I think, if you focus on individual 4 there's nothing inappropriate with the tinmng of
5 discrete parts, you can wap yourself around the 5 RRCs hiring here.
6 axle and you can start squinting and thinking this 6 And, finally, any suggestion that RRC was
7 sort of transaction that the parties have put 7 sonehow i nappropriately influenced or swayed in
8 together sinply is not contenplated by the statute. 8 their judgnment | find just not to be credible.
9 | don't think that's a fair reading of 9 Rght?
10 the statute. And neither does the D vision. 10 V¢' ve heard testinony frommltiple
11 And | think, if you look at the totality |11 witnesses that RRC was putting the party through
12 of the statute, | think you'd have to conclude that |12 their paces, not the other way around.
13 this sort of allocation of assumed reinsurance 13 And so, if anything, we ought to take
14 contenplated by this plan fits within what the 14 confort in the aggressive, assertive, independent
15 legislature intended. 15 way that RRC operated here and not express concerns
16 Wth respect to process, a fewthoughts. |16 about they' re somehow bei ng captured.
17 The Division has to have sone gatekeeper |17 Thank you.
18 role to play to ensure that plans of division are 18 COW SSICNER OWEN ALl right. | think
19 facially appropriate to put before the Comission. 19 we've reached the end of the hearing today.
20 If the regulator, if the Dvision doesn't |20 Before we close, just let ne thank all of
21 play that sort of role, we're going to waste a whole |21 you for your presentation. And, frankly, for, |
22 lot of time on your part, we're going to waste a 22 know, the large amount of work that went into
23 whole lot of time on the part of the public and 23 preparing for this hearing.
24 anyone el se that gets notice of it. So they've got |24 Again, | want to thank all the parties
25 to have sone role to play. 25 for the work that went in prior to this hearing with
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1 regards to the reviewas well. 1 very well.
2 Again, | sit as a departnent head. And 2 But, if there are additional issues that
3 sol don't have the privilege of working with youin | 3 you think were raised or you would like to
4 great detail. And, in fact, it probably woul d 4 suppl enent your closing argunent and you'd prefer to
5 disqualify ne as a hearing of ficer and 5 spend your night at a keyboard and not at the fair,
6 decision-maker if I did. 6 | certainly woul d appreciate any additional guidance
7 But | greatly value the work that went 7 that you are able to offer.
8 intothis fromthe experts that were invol ved. 8 So | want to thank you again.
9 Certainly with the interest denonstrated by Anerican | 9 Wth that, is there anything further from
10 General inintervening and the really significant 10 the Division?
11 role that you played as wel . 11 MR KCBNOFF:  None fromus.
12 Wth that, | know we had sone prehearing |12 COW SSI CNER OWEN Anyt hi ng furt her
13 discussions about any briefs that you mght want to |13 from Transamerica?
14 file. 14 MR KCRN  Nothing fromus. Thank you
15 To be frank, | think they're due by the 15 again.
16 end of today? R ght? 16 COW SSI CNER OWEN Anyt hing furt her
17 MR KRN | think we said we would 17 from SOR?
18 subnit additional supplenental proposed findings of |18 MR SCHMB. You just scared ne,
19 fact and conclusions of law by 5 p.m tonorrow 19 Conmissioner. You just said "additional guidance."”
20 COW SSICNER OWEN Ch. Vel |, then you |20 Is that due by 5 p.m tonorrow along with the
21 cangotothe fair today. Just get up early and 21 supplemental findings and concl usi ons?
22 file those by tonorrow 22 OOW SSI ONER OWEN Yeah, if there are
23 | don't have any expectation in regards 23 supplenental findings -- again, what we've received
24 to what those might look like. Again, | think that |24 already, | think, are instructive. But, yes, if you
25 the prehearing briefs really set out the matters 25 wish to provide additional findings of fact and
Page 344 Page 345
1 conclusions of |aw or to suppl ement what you've 1 COW SSI CNER OWEN Agai n, thank you
2 already provided, we will receive those as well. 2 very mich. And, with that, we will go off the
3 MR SCHWAB:  Thank you. 3 record.
4 MR KORN  Actually, | would like sonme 4 (Hearing concluded at 4:14 p.m,
5 clarification. 5 August 20, 2026.)
6 Are you | ooking for additional briefing? 6
7 O are you just looking for the additional 7
8 suppl emental proposed findings of fact and 8
9 conclusions of law Since we were planning on the 9
10 latter. As opposed to burying you with yet nore 10
11 argurent. 11
12 OOW SSI ONER OWEN  Yeah, |' m not 12
13  expecting anything in additional briefing -- 13
14 MR KORN  Thank you. 14
15 COW SSI ONER OWEN -- but if you have 15
16  sonmething that came up today that you want to 16
17 reenphasize or articulate, | wll accept it. 17
18 But, yes, supplenental findings of facts |18
19 and conclusions of |aw based upon the evidence as 19
20 presented is what we di scussed. 20
21 MR KRN  Ckay. | think ny teamwill 21
22 thank you for that clarification. 22
23 COW SSI ONER OWEN Anything with 23
24 regards to Anmerican General ? 24
25 MR CHAKRABCRTY: No, sir. 25
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