Guernsey spis - private collateralised
A fund manager may be
appointed by the fund and
retains fiduciary responsibility
for the investors’ money. A fund
administrator is also appointed.

ILS
FUND
Investors

ILS funds can invest
directly in cat bonds,
Industry Loss Warranties
(ILWs) and others.

A Guernsey regulated insurance
manager may be appointed to
undertake administrative and
regulatory duties. Trustees are
appointed to hold the pledged
colateral of the SPI.

Guernsey regulated
Special Purpose
Insurer (SPI)

A Guernsey based auditor is
appointed for the SPI.

Reinsurer

The SPI may appoint Guernsey
lawyers if necessary.

Insurance
company

Individuals
or businesses

Pledged collateral

Guernsey SPIs are used
when the reinsurer wants
to lay off risk using a
contract of reinsurance.

The ILS fund or fund
manager can own the
SPI through the issue of
shares or the SPI may
issue loan notes.

The board of directors
of the SPI have exclusive
rights to execute
contracts on behalf
of the SPI and take
recommendations from
the ILS fund manager.
All contracts and
decisions are executed
in Guernsey.

The reinsurer may
transfer risk to the SPI
via a standard suite of
reinsurance contracts.

The reinsurer and ILS,
with input from the fund
manager, negotiate on
the structure by which
collateral is pledged.
The SPI must retain
the collateral on their
balance sheet.

Mechanisms for the
quick release of
collateral at the end
of the contract term
are included within the
reinsurance contract
prior to execution. An
SPI cannot leverage
collateral to reinsure
multiple diversifying
risks.

Guernsey spis - Reinsurance sidecars
A Guernsey regulated insurance
manager may be appointed to
undertake administrative and
regulatory duties. Trustees
are appointed to hold
pledged collateral.

The sidecar will appoint
Guernsey lawyers to review
documentation.

Reserving actuaries or other
valuaion experts may be
appointed by the sidecar as
agreed with the investors.

ILS
FUND

Sidecar
Investors

Reinsurance sidecars are
created to raise capital
relatively cheaply. They
allow investors exposure
to the risk and return of a
group of insurance policies
written by a (re)insurance
company.

Reinsurer

Insurance
company

Individuals
or businesses

Pledged collateral

Debt instruments such as
principal-at-risk loan notes
can be issued to (qualifying)
investors or direct
investment in the shares of
the sidecar can be made.
Individual investors or an ILS
fund may invest.

The loan notes or equity
investments are designed
to provide the sidecar with
100% of the capital required
and will be eligible to
recieve 100% of the income
net of all of the sidecar’s
expenses.

The reinsurer transfers risk
to the SPI via a standard
suite of reinsurance
contracts, often a quota
share.

The sidecar pledges
collateral to cover it’s
obligations under the
contract of reinsurance in full
to the reinsurer.

Ceding commission,
overriders and profit
commission may all be
earned by the reinsurer
under the terms of a Quota
Share.

Guernsey spis - Listed vehicles
A fund administrator
may be appointed.

A Guernsey regulated insurance
manager may be appointed to
undertake administrative and
regulatory duties.

The SPI will appoint
Guernsey lawyers to review
documentation.

For listing on the International Stock Exchange
(TISE) the SPI will appoint a listing member
who will act as a sponsor for the purpose of
obtaining and maintaining a listing.

ILS
FUND

ILS
FUND

Investors

Collateralised private placements
in the reinsurance market
normally form non-tradable assets
because they are difficult to value
mid-term. By listing loan notes
issued by an SPI on an exchange
they become tradable. A market
must be identified for trading to
occur.

ILS
FUND

Guernsey regulated
Special Purpose
Insurer (SPI)

Reinsurer

Insurance
company

Individuals
or businesses

Pledged collateral

A listing on TISE is usually under
chapter 8 of the listing rules
covering specialist securities.

The loan notes are designed
to provide the SPI with 100% of
the capital required and will be
eligible to recieve 100% of the
income and net of all cellular
expenses.

The reinsurer transfers risk to
the SPI via a standard suite of
reinsurance contracts.

The SPI pledges collateral to
cover its obligations under the
contract of reinsurance in full to
the reinsurer.

ILS Transactions - rated vehicles
A fund manager may be appointed
by the fund and retains fiduciary
responsibility for the investors’ money.
A fund administrator is also appointed.

A Guernsey regulated insurance
manager may be appointed to
undertake administrative and
regulatory duties.

Guernsey based accounting and
business advisers may
be appointed.

Guernsey lawyers will likely be
appointed to advise on matters of
Guernsey Law.

Reinsurer
Reinsurer

ILS
FUND
Investors with
semi-permenant capital

Insurance
company
Individuals
or businesses

Guernsey regulated
rated reinsurer
Insurance
company
Retrocessionaire

Individuals
or businesses

Retrocessionaire

A board of directors will be
appointed by the shareholders of
the rated entity along with a strong
corporate governance structre
designed to meet its needs.

Prior to launch, an application to
a rating agency, usually AM Best
for start up entities, will be made.
Rating specialists may be appointed
to suppoer the team in making a
successful application.

Where a vechile is not being set
up in partnership with an insurance
manager an experienced team will
be appointed by the rated entity.
Office space will also be required.

The rated entity will underwrite a
diverse body of inward reinsurance
contracts and purchase protection
from retrocessionaires to protect its
postion.

The Chief Risk Officer will monitor
various risk metrics and report to
the board.

Guernsey spis - life securitisation
A fund administrator
may be appointed.

A Guernsey regulated insurance
manager may be appointed to
undertake administrative and
regulatory duties.

A Guernsey based
auditor is appointed
for the SPI.

The SPI may appoint
Guernsey lawyers if
necessary.

Life actuaries will be appointed
by the Guernsey SPI or its
investors to validate the life
assurer’s actuarial calculations.

ILS
FUND

Guernsey regulated
Special Purpose
Insurer (SPI)

Life assurer
Individual policy holders
with life insurance products

Investors

Reinsurer of mortality
risk (will pay all claims
under the issued life
insurance policies)

Regular premiums are paid to the
life insurer by their policyholders
over many years.

New business is expensive to
generate and a life insurer must
pay large up front commissions
to business introducers as well as
bearing the costs of processing
applications.

A Guernsey based SPI issues a
reinsurance contract for a block of
existing life insurance policies. An
upfront commission is paid to the
life assurer in return for regular
longstanding repayments based
on premium receipts.

Where mortality experience is
different from initial projections
or a greater number of policies
lapse, loan notes may take longer
to repay but still accrue an annual
interest income.

Where experience is outside
of agreed deviations from
plan, contractual terms may be
negotiated to protect loan note
holders.

