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INDEPENDENT AUDITORS’ REPORT 

To the Shareholder and Board of Directors of 
RGA Global Reinsurance Company, Ltd.:  

We have audited the accompanying financial statements of RGA Global Reinsurance Company, Ltd. (the 
“Company”), which comprise the balance sheets as of December 31, 2020 and 2019, and the related 
statements of income, comprehensive income, changes in shareholder’s equity, and cash flows for the 
years then ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the 
Company’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the Company’s internal control. Accordingly, we express no such opinion. An 
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 



 
 

‐ 2 ‐ 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of RGA Global Reinsurance Company, Ltd. as of December 31, 2020 and 2019, and the 
results of its operations and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America.  

Other Matter 

Results of the Company may not be indicative of those of a stand‐alone entity, as the Company is a 
member of a controlled group of affiliated companies. Our opinion is not modified with respect to this 
matter. 

 

March 30, 2021 



RGA GLOBAL REINSURANCE COMPANY, LTD.
                                     BALANCE SHEETS

                                      AS OF DECEMBER 31, 2020 AND 2019
                                       (Expressed in thousands of U.S. dollars, except share data)

2020 2019
Assets
Fixed maturity securities:
 Available-for-sale at fair value (amortized cost of $674,250 and $616,233) $ 757,629 $ 648,349 
Funds withheld at interest  53,342  798 
Short-term investments  25,297  18,582 
         Total investments  836,268  667,729 
Cash and cash equivalents  130,090  80,966 
Accrued investment income  6,259  4,522 
Premiums receivable  310,562  556,086 
Reinsurance ceded receivables  538,959  533,142 
Deferred policy acquisition costs  39,516  37,319 
Other reinsurance balances  10,391  63,593 
Income tax recoverable  635  — 
Affiliated note receivable  —  38,490 
Receivable from parent and affiliates  748  2,828 
Other assets  3,975  3,656 
         Total assets $ 1,877,403 $ 1,988,331 
Liabilities and Shareholder's Equity
Future policy benefits $ 536,178 $ 553,032 
Other policy claims and benefits  796,325  934,465 
Other reinsurance balances  32,607  71,550 
Income tax liability  —  3,397 
Payable to parent and affiliates  3,316  6,679 
Other liabilities  6,246  4,282 
         Total liabilities  1,374,672  1,573,405 
Contingent liabilities (See Note 10)
Shareholder's Equity:
    Common stock (par value $1.00 per share; 500,000 shares authorized;
    shares issued: 500,000 at December 31, 2020 and 2019)  500  500 
     Additional paid-in-capital  122,364  122,349 
     Retained earnings  338,188  273,023 
     Accumulated other comprehensive income  41,679  19,054 
         Total shareholder's equity  502,731  414,926 
         Total liabilities and shareholder's equity $ 1,877,403 $ 1,988,331 

See accompanying notes to financial statements.
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RGA GLOBAL REINSURANCE COMPANY, LTD.
                                         STATEMENTS OF INCOME

                                           FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
                                                (Expressed in thousands of U.S. dollars)

2020 2019
Revenues
Net premiums $ 369,117 $ 710,389 
Investment income, net of related expenses  20,891  17,495 
Investment related gains (losses), net:
   Impairments on fixed maturity securities  —  (417) 
   Other investment related gains, net  2,835  5,557 
       Total investment related gains, net  2,835  5,140 
Other revenues  23,804  40,668 
  Total revenues  416,647  773,692 

Benefits and expenses
Claims and other policy benefits  291,328  677,616 
Policy acquisition costs and other insurance expenses  14,509  (41,135) 
Other operating expenses  42,149  62,478 
   Total benefits and expenses  347,986  698,959 

Income before income taxes  68,661  74,733 
   Provision for income taxes  3,496  3,998 

Net income $ 65,165 $ 70,735 

See accompanying notes to financial statements.
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RGA GLOBAL REINSURANCE COMPANY, LTD.
                                                  STATEMENTS OF COMPREHENSIVE INCOME

                                                  FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
                                        (Expressed in thousands of U.S. dollars)

2020 2019
Comprehensive income
Net income $ 65,165 $ 70,735 
Other comprehensive income, net of tax:
Foreign currency translation adjustments  (28,609)  (10,594) 

 Net unrealized investment gains  51,234  40,426 
Total other comprehensive income, net of tax  22,625  29,832 

Total comprehensive income $ 87,790 $ 100,567 

See accompanying notes to financial statements.
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           RGA GLOBAL REINSURANCE COMPANY, LTD.
                  STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
                                                          (Expressed in thousands of U.S. dollars)

Common 
Stock

Additional 
Paid-in-
Capital

Retained 
Earnings

Accumulated 
Other 

Comprehensive 
Income (Loss) Total

Balance, January 1, 2019  500  52,327  202,288  (10,778)  244,337 
Net income  —  —  70,735  —  70,735 
Total other comprehensive income  —  —  —  29,832  29,832 
Equity based compensation  —  22  —  —  22 
Capital contributions  —  70,000  —  —  70,000 

Balance, December 31, 2019  500  122,349  273,023  19,054  414,926 
Net income  —  —  65,165  —  65,165 
Total other comprehensive income  —  —  —  22,625  22,625 
Equity based compensation  —  15  —  —  15 

Balance, December 31, 2020 $ 500 $ 122,364 $ 338,188 $ 41,679 $ 502,731 

See accompanying notes to financial statements.
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RGA GLOBAL REINSURANCE COMPANY, LTD.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(Expressed in thousands of U.S. dollars)

2020 2019

Cash flows from operating activities
Net income $ 65,165 $ 70,735 
Adjustments to reconcile net income to net cash provided by operating activities:
Change in operating assets and liabilities:
Accrued investment income  (1,739)  (1,437) 
Premiums receivable and other reinsurance balances  290,628  213,946 
Reinsurance ceded receivables  27,660  214,452 
Deferred policy acquisition costs  (2,086)  233,818 
Future policy benefits, other policy claims and benefits, and other reinsurance balances  (245,456)  (411,822) 
Deferred income taxes/income taxes recoverable  (4,102)  2,537 
Receivable from parent and affiliates  2,182  (1,799) 
Payable to parent and affiliates  (3,363)  1,804 
Other assets and other liabilities, net  (7,709)  291 

Amortization of net investment premiums, discounts and other  1,060  934 
Investment related gains (losses), net  (2,835)  (5,140) 
Depreciation and amortization expense  508  469 
Equity based compensation  15  22 

Net cash provided by operating activities  119,928  318,810 
Cash flows from investing activities
Sales of fixed maturity securities available-for-sale  192,662  35,038 
Maturities of fixed maturity securities available-for-sale  7,500  1,500 
Purchases of fixed maturity securities available-for-sale  (253,445)  (329,632) 
Cash withdrawn from (invested in) funds withheld at interest  (52,531)  (78) 
Change in short-term investments  (5,822)  (9,330) 

Net cash used in investing activities  (111,636)  (302,502) 
Cash flows from financing activities
Contributions from shareholder  —  70,000 
Purchase of affiliated notes  —  (38,490) 
Repayment of affiliated notes  38,490  — 
Change in cash collateral for derivative positions and arrangements  —  (45,272) 

Net cash provided by (used in) financing activities  38,490  (13,762) 
Effect of exchange rate changes on cash  2,342  920 
Change in cash and cash equivalents  49,124  3,466 
Cash and cash equivalents, beginning of year  80,966  77,500 
Cash and cash equivalents, end of year $ 130,090 $ 80,966 
Supplemental disclosures of cash flow information:
Income taxes paid, net of refunds $ 8,248 $ 1,368 

Non-cash investing activities:
Transfer of invested assets $ — $ (60,840) 

See accompanying notes to financial statements.
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RGA GLOBAL REINSURANCE COMPANY, LTD.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(Expressed in U.S. dollars)

Note 1  BUSINESS AND BASIS OF PRESENTATION

Business

RGA Global Reinsurance Company, Ltd. (the "Company") was incorporated under the laws of Bermuda on December 14, 
2005, and is registered under the Insurance Act 1978 as amended and related regulations. In 2016, Reinsurance Group of 
America, Incorporated ("RGA"), a United States of America ("U.S.") insurance holding company formed on December 31, 
1992, contributed to RGA Reinsurance Company (Barbados) Ltd. ("RGA Barbados") all of the outstanding shares of the 
Company. RGA Barbados was incorporated under the laws of Barbados on June 27, 1995 and is a wholly owned subsidiary of 
RGA. As of December 31, 2020, all outstanding shares of the Company were owned by RGA Barbados.

The Company maintains branch licenses in Taiwan and Labuan, Malaysia, and a representative company in Brazil and their 
results are included in these financial statements.

The Company received authorization to operate a retakaful window in Labuan, Malaysia effective September 30, 2009. The 
retakaful window authorizes the Company to provide retakaful services to takaful operators. Takaful operators are entities that 
apply Islamic finance accounting ("Shariah"), that provide benefits to pools of participants for the purpose of sharing risk, 
which is similar to the principles of mutual insurance. Retakaful benefits can be provided under various models and a Shariah 
Advisory Council has been appointed to oversee the Company's retakaful operations. The Company began writing retakaful 
business in 2011.

The Company is engaged in providing traditional reinsurance, which includes individual and group life and health, disability, 
and critical illness reinsurance. The Company also provides financial solutions, which includes longevity reinsurance and 
financial reinsurance.

Reinsurance is an arrangement under which an insurance company, the reinsurer, agrees to indemnify another insurance 
company, the ceding company, for all or a portion of the insurance risks underwritten by the ceding company. Reinsurance is 
designed to: 

(i) reduce the net amount at risk on individual risks, thereby enabling the ceding company to increase the volume of 
business it can underwrite, as well as increase the maximum risk it can underwrite on a single risk;

(ii) enhance the ceding company's financial strength and surplus position;

(iii) stabilize operating results by leveling fluctuations in the ceding company's loss experience; and

(iv) assist the ceding company in meeting applicable regulatory requirements.

Basis of Presentation

The financial statements of the Company have been prepared in accordance with U.S. generally accepted accounting principles 
("GAAP"). The preparation of financial statements in conformity with GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and liabilities as of 
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. The most 
significant estimates include those used in determining deferred policy acquisition costs ("DAC"), premiums receivable, future 
policy benefits, incurred but not reported claims ("IBNR"), income taxes, valuation of investments and investment impairments. 
Actual results could differ materially from the estimates and assumptions used by management.

A portion of the Company's reinsurance receivables and policy liabilities are associated with affiliated companies, and the 
Company relies on affiliated companies for services. See Note 9 - "Related-Party Transactions" for further details.

The ongoing COVID-19 global pandemic continues to cause increases in mortality, morbidity and other insurance risks, as well 
as significant disruption in the international and U.S. economies and financial markets, and may continue to adversely impact, 
the Company’s results of operations, financial condition and cash flows. The risks may have manifested, and may continue to 
manifest, in the financial statements in the areas of, among others:

(i) investments: increased risk of loss on investments due to default or deterioration in credit quality or value;

(ii) insurance liabilities and related balances, such as, potential changes to assumptions regarding investment returns, 
mortality, morbidity and policyholder behavior which are reflected in insurance liabilities and certain related balances 
(e.g., DAC, IBNR, etc.), and
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(iii)  other assets and liabilities.

The extent to which the Company’s future results continue to be affected by COVID-19 will largely depend on, among other 
factors, country-specific circumstances, measures by public and private institutions, COVID-19’s impact on all other causes of 
death and the timing of effective treatments and/or a vaccine for COVID-19. Given these many variables, the Company is 
unable to predict the future impact of the pandemic on its results of operations, financial condition and cash flows.

There were no subsequent events that would require disclosure or adjustments to the accompanying financial statements 
through the date the financial statements were issued.

Note 2  SIGNIFICANT ACCOUNTING POLICIES AND PRONOUNCEMENTS

Investments

Fixed Maturity Securities

Fixed maturity securities classified as available-for-sale are reported at fair value and are so classified based upon the 
possibility that such securities could be sold prior to maturity if that action enables the Company to execute its investment 
philosophy and appropriately match investment results to operating and liquidity needs.

Unrealized gains and losses on fixed maturity securities classified as available-for-sale, less applicable deferred income taxes as 
well as related adjustments to DAC, if applicable, are reflected as a direct charge or credit to accumulated other comprehensive 
income ("AOCI") in shareholder's equity.

Investment income is recognized as it accrues or is legally due. Realized gains and losses on sales of investments are included 
in investment related gains (losses), net, as are impairments and change in allowance for credit losses. The cost of investments 
sold is primarily determined based upon the specific identification method.

Funds Withheld at Interest

Funds withheld at interest represent amounts contractually withheld by ceding companies in accordance with reinsurance 
agreements. For agreements written on a modified coinsurance (“modco”) basis and agreements written on a coinsurance funds 
withheld basis, assets that support the net statutory reserves or as defined in the treaty, are withheld and legally owned by the 
ceding company. Interest, recorded in investment income, net of related expenses in the statements of income, accrues to these 
assets at calculated rates as defined by the treaty terms.

Short-term Investments

Short-term investments represent investments with remaining maturities of one year or less, but greater than three months, at 
the time of acquisition and are stated at estimated fair value or amortized cost, which approximates estimated fair value. Interest 
on short-term investments is recorded in investment income, net of related expenses.

Allowance for Credit Losses and Impairments

Fixed Maturity Securities

The Company identifies fixed maturity securities that could result in a credit loss by monitoring market events that could impact 
issuers' credit ratings, business climates, management changes, litigation, government actions and other similar factors. The 
Company also monitors late payments, pricing levels, rating agency actions, key financial ratios, financial statements, revenue 
forecasts and cash flow projections as indicators of credit issues.

The Company reviews all securities on a case-by-case basis to determine whether a decline in value exists and whether an 
allowance for credit losses or impairment for non-credit losses should be recognized. The Company considers relevant facts and 
circumstances in evaluating whether a security is impaired due to credit or non-credit components. Relevant facts and 
circumstances considered include: (1) the reasons for the decline in fair value; (2) the issuer’s financial position and access to 
capital; and (3) the Company’s intent to sell a security or whether it is more likely than not it will be required to sell the security 
before the recovery of its amortized cost that, in some cases, may extend to maturity.

Beginning on January 1, 2020, with the Company’s adoption of Financial Instruments – Credit Losses, credit losses are 
recognized through an allowance account. Prior to January 1, 2020, credit losses were recognized as a reduction to the 
amortized cost. Credit impairments and changes in the allowance for credit losses on fixed maturity securities are reflected in 
investment related gains (losses), net on the statements of income. Non-credit impairment losses are recognized in AOCI. See 
additional discussion on the effect of the adoption of the standard on the Company's financial statements in the New 
Accounting Pronouncements portion of this note.
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Impairment losses on fixed maturity securities recognized in the financial statements are dependent on the facts and 
circumstances related to the specific security. If the Company intends to sell a security or it is more likely than not that it would 
be required to sell a security before the recovery of its amortized cost, less any recorded credit loss, it recognizes an  
impairment loss in investment related gains (losses), net for the difference between amortized cost and fair value. The Company 
estimates the amount of the credit loss component of a fixed maturity security impairment as the difference between amortized 
cost and the present value of the expected cash flows of the security. The Company excludes accrued interest from the 
amortized cost and the present value of the expected cash flows of the security. The present value is determined using the best 
estimate cash flows discounted at the effective interest rate implicit to the security at the date of purchase or the current yield to 
accrete an asset-backed or floating rate security. The techniques and assumptions for establishing the best estimate cash flows 
vary depending on the type of security. The asset-backed securities' cash flow estimates are based on security-specific facts and 
circumstances that may include collateral characteristics, expectations of delinquency and default rates, loss severity and 
prepayment speeds and structural support, including subordination and guarantees.

The Company writes off uncollectible fixed maturity securities when (1) it has sufficient information to determine that the 
issuer of the security is insolvent or (2) it has received notice that the issuer of the security has filed for bankruptcy, and the 
collectability of the asset is expected to be adversely impacted by the bankruptcy.

In periods after an impairment loss is recognized for non-credit loss components on a fixed maturity security, the Company will 
report the impaired security as if it had been purchased on the date it was impaired and will continue to estimate the present 
value of the estimated cash flows of the security.

For the year ended December 31, 2020 there was no allowance for credit losses.

Fair Value Measurements

General accounting principles for Fair Value Measurements and Disclosures define fair value, establish a framework for 
measuring fair value, establish a fair value hierarchy based on the inputs used to measure fair value and enhance disclosure 
requirements for fair value measurements. In compliance with these principles, the Company has categorized its assets and 
liabilities, based on the priority of the inputs to the valuation technique, into a three level hierarchy or separately for assets 
measured using the net asset value ("NAV"). The fair value hierarchy gives the highest priority to quoted prices in active 
markets for identical assets or liabilities (Level 1), the second highest priority to quoted prices in markets that are not active or 
inputs that are observable either directly or indirectly (Level 2) and the lowest priority to unobservable inputs (Level 3). 

If the inputs used to measure fair value fall within different levels of the hierarchy, the category level is based on the lowest 
priority level input that is significant to the fair value measurement of the asset or liability.

See Note 4 - "Fair Value of Assets and Liabilities" for further details on the Company's assets and liabilities recorded at fair 
value.

Cash and Cash Equivalents

Cash and cash equivalents include cash on deposit and highly liquid debt instruments purchased with an original maturity of 
three months or less. 

Premiums Receivable

Premiums are accrued when due and in accordance with information received from the ceding company. When the Company 
enters into a new reinsurance agreement, it records accruals based on the terms of the reinsurance treaty. Similarly, when a 
ceding company fails to report information on a timely basis, the Company records accruals based on the terms of the 
reinsurance treaty as well as historical experience. Other management estimates include adjustments for increased in force on 
existing treaties, lapsed premiums given historical experience, the financial health of specific ceding companies, collateral value 
and the legal right of offset on related amounts (i.e. allowances and claims) owed to the ceding company. Under the legal right 
of offset provisions in its reinsurance treaties, the Company can withhold payments for allowances and claims for unpaid 
premiums. Based on its review of these factors and historical experience, the Company did not believe a provision for doubtful 
accounts was necessary as of December 31, 2020 or 2019.

Reinsurance Ceded Receivables

The Company generally reports retrocession activity on a gross basis. Amounts paid or deemed to have been paid for 
reinsurance are reflected in reinsurance ceded receivables. The cost of reinsurance related to long-duration contracts is 
recognized over the terms of the reinsured policies on a basis consistent with the reporting of those policies.

Deferred Policy Acquisition Costs

Costs of acquiring new business, which vary with and are directly related to the production of new business, have been deferred 
to the extent that such costs are deemed recoverable from future premiums or gross profits. Such costs include commissions and 
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allowances as well as certain costs of policy issuance and underwriting. Non-commission costs related to the acquisition of new 
and renewal insurance contracts may be deferred only if they meet the following criteria:

• Incremental direct costs of a successful contract acquisition.

• Portions of employees' salaries and benefits directly related to time spent performing specified acquisition activities 
for a contract that has been acquired or renewed.

• Other costs directly related to the specified acquisition or renewal activities that would not have been incurred had 
that acquisition contract transaction not occurred.

The Company tests the recoverability for each year of business at issue before establishing additional DAC. The Company also 
performs annual tests to establish that DAC are expected to remain recoverable, and if financial performance significantly 
deteriorates to the point where a deficiency exists, a cumulative charge to current income will be recorded. No such adjustments 
related to DAC recoverability were made in 2020 or 2019.

DAC related to traditional life insurance contracts are amortized with interest over the premium-paying period of the related 
policies in proportion to the ratio of individual period premium revenues to total anticipated premium revenues over the life of 
the policy. Such anticipated premium revenues are estimated using the same assumptions used for computing liabilities for 
future policy benefits.

DAC related to investment-type policies are amortized over the lives of the policies, in proportion to the gross profits realized 
from mortality, investment income less interest credited, and expense margins.

Other Reinsurance Balances

The Company assumes and retrocedes financial reinsurance contracts that do not expose it to a reasonable possibility of loss 
from insurance risk. These contracts are reported as deposits and are included in other reinsurance assets/liabilities. The amount 
of revenue reported in other revenues on these contracts represents fees and the cost of insurance under the terms of the 
reinsurance agreement. Assets and liabilities are reported on a net or gross basis, depending on the specific details within each 
treaty. Reinsurance agreements reported on a net basis, where a legal right of offset exists, are generally included in other 
reinsurance balances on the balance sheets. Other reinsurance assets are included in other reinsurance balances within total 
assets, while other reinsurance liabilities are included in other reinsurance balances within total liabilities on the balance sheets.

Affiliated Note Receivable

Affiliated note receivable includes cash loaned to affiliated companies. Refer to Note 9 - "Related-Party Transactions" for 
further details.

Receivable From/Payable To Parent and Affiliates

Receivable from/payable to parent and affiliates are primarily comprised of non-reinsurance related receivables/payables. See 
Note 9 - "Related-Party Transactions" for further details about transactions with affiliated companies.

Other Assets

Other assets primarily include capitalized assets. Capitalized assets are stated at cost, less accumulated depreciation and 
amortization. Carrying values are reviewed periodically for indicators of impairment in value. 

Future Policy Benefits

Liabilities for future benefits on life policies are established in an amount adequate to meet the estimated future obligations on 
policies in force. Liabilities for future policy benefits under long-duration life insurance policies have been computed based 
upon expected investment yields, mortality and withdrawal (lapse) rates, and other assumptions. These assumptions include a 
margin for adverse deviation and vary with the characteristics of the plan of insurance, year of issue, age of insured, and other 
appropriate factors. Interest rates range from 3.0% to 6.0%. The mortality and withdrawal assumptions are based on the 
Company's experience as well as industry experience and standards. In establishing reserves for future policy benefits, the 
Company assigns policy liability assumptions to particular timeframes (eras) in such a manner as to be consistent with the 
underlying assumptions and economic conditions at the time the risks are assumed. The Company maintains a consistent 
approach to setting the provision for adverse deviation between eras.

Liabilities for future benefits on longevity business, including annuities in the payout phase, are established in an amount 
adequate to meet the estimated future obligations on policies in force. Liabilities for future benefits related to the longevity 
business, including annuities in the payout phase have been calculated using expected mortality, investment yields, and other 
assumptions. These assumptions include a margin for adverse deviation and vary with the characteristics of the plan of 
insurance, year of issue, age of insured, and other appropriate factors.  The mortality assumptions are based on the Company's 
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experience as well as industry experience and standards. A deferred profit liability is established when the gross premium 
exceeds the net premium.

The Company periodically reviews actual and anticipated experience compared to the assumptions used to establish policy 
benefits. The Company establishes premium deficiency reserves if actual and anticipated experience indicates that existing 
policy liabilities together with the present value of future gross premiums will not be sufficient to cover the present value of 
future benefits, settlement and maintenance costs and to recover unamortized acquisition costs. Anticipated investment income 
is considered in the calculation of premium deficiency losses for short-duration contracts. The premium deficiency reserve is 
established by a charge to income, as well as a reduction in unamortized acquisition costs and, to the extent there are no 
unamortized acquisition costs, an increase in future policy benefits.

The reserving process includes normal periodic reviews of assumptions used and adjustments of reserves to incorporate the 
refinement of the assumptions. 

The Company reinsures disability products in various markets. Liabilities for future benefits on disability policies' active lives 
are established in an amount adequate to meet the estimated future obligations on policies in force. These reserves are the 
amounts that, with the additional premiums to be received and interest thereon compounded annually at certain assumed rates, 
are calculated to be sufficient to meet the various policy and contract obligations as they mature.

Other Policy Claims and Benefits

Claims payable for incurred but not reported losses are determined using case-basis estimates and lag studies of past experience. 
The time lag from the date of the claim or death to when the ceding company reports the claim to the Company can vary 
significantly by ceding company, business segment and product type. Incurred but not reported claims are estimates on an 
undiscounted basis, using actuarial estimates of historical claims expense, adjusted for current trends and conditions. These 
estimates are continually reviewed and the ultimate liability may vary significantly from the amount recognized, which are 
reflected in claims and other policy benefits in the statements of income in the period in which they are determined.

Other Liabilities

Other liabilities primarily include accounts payable, employee benefits, investments in transit and lease liabilities.

Income Taxes

The Company provides for foreign income taxes currently payable, as well as those deferred due to temporary differences 
between the tax basis of assets and liabilities and the reported amounts and are recognized in net income or in certain cases in 
other comprehensive income ("OCI"). The Company’s accounting for income taxes represents management’s best estimate of 
various events and transactions considering the laws enacted as of the reporting date.  

Deferred tax assets and liabilities are measured by applying the relevant jurisdictions’ enacted tax rate for the period in which 
the temporary differences are expected to reverse to the temporary difference change for that period  The Company will 
establish a valuation allowance if management determines, based on available information, that it is more likely than not that 
deferred income tax assets will not be realized.

Significant judgment is required in determining whether valuation allowances should be established as well as the amount of 
such allowances.  When making such a determination, consideration is given to, among other things, the following:

   (i) taxable income in prior carryback years;
    (ii) future reversals of existing taxable temporary differences; 
   (iii) future taxable income exclusive of reversing temporary differences and carryforwards; and
                 (iv) tax planning strategies.

Any such changes could significantly affect the amounts reported in the financial statements in the year these changes occur.

The Company reports uncertain tax positions in accordance with GAAP. In order to recognize the benefit of an uncertain tax 
position, the position must meet the more likely than not criteria of being sustained. Unrecognized tax benefits due to tax 
uncertainties that do not meet the more likely than not criteria are included within liabilities and are charged to earnings in the 
period that such determination is made.  The Company classifies interest related to tax uncertainties as interest expense whereas 
penalties related to tax uncertainties are classified as a component of income tax.

See Note 7 "Income Taxes" for further discussion.
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Foreign Currency Translation

Assets, liabilities and results of foreign operations are recorded based on the functional currency of each foreign operation. The 
determination of the functional currency is based on economic facts and circumstances pertaining to each foreign operation. 
The Company’s material functional currencies are the U.S. dollar, Thai bhat, Hong Kong dollar and Taiwanese dollar.  The 
translation of the functional currency into U.S. dollars is performed for balance sheet accounts using current exchange rates in 
effect at the balance sheet date and for revenue and expense accounts using weighted-average exchange rates during each year. 
Gains or losses, net of applicable deferred income taxes, resulting from such translation are included in accumulated currency 
translation adjustments, in AOCI on the balance sheets until the underlying functional currency operation is sold or 
substantially liquidated. 

Recognition of Revenues and Related Expenses - Long Duration Products

Life and health premiums are recognized as revenue when due from the insured, and are reported net of amounts retroceded. 
Benefits and expenses are reported net of amounts retroceded and are associated with earned premiums so that profits are 
recognized over the life of the related contract. This association is accomplished through the provision for future policy benefits 
and the amortization of DAC. Other revenues include treaty recapture fees, fees associated with financial reinsurance contracts, 
and fees earned from its reinsurance arrangements and intercompany service agreements. Any fees that are collected in advance 
of the period benefited are deferred and recognized over the period benefited.

For certain reinsurance transactions involving in force blocks of business, the ceding company pays a premium equal to the 
initial required reserve (future policy benefit). In such transactions, for income statement presentation, the Company nets the 
expense associated with the establishment of the reserve on the balance sheets against the premiums from the transaction.

Revenues for investment-type products consist of investment income, policy charges for the cost of insurance, policy 
administration, and surrenders that have been assessed against policy account balances during the period. Policy benefits and 
claims that are charged to expenses include claims incurred in the period in excess of related policy account balances and 
interest credited to policy account balances. Interest is credited to policyholder account balances according to terms of the 
policies or contracts.

For each of its reinsurance contracts, the Company must determine if the contract provides indemnification against loss or 
liability relating to insurance risk, in accordance with GAAP. The Company must review all contractual features, particularly 
those that may limit the amount of insurance risk to which the Company is subject or features that delay the timely 
reimbursement of claims. If the Company determines that a contract does not expose it to a reasonable possibility of a 
significant loss from insurance risk, the Company records the contract on a deposit method of accounting with any net amount 
receivable reflected as an asset within premiums receivable and other reinsurance balances, and any net amount payable 
reflected as a liability within other reinsurance balances. Fees earned on the contracts are reflected as other revenues, rather than 
premiums.

Recognition of Revenues and Related Expenses – Short-Duration Products

The Company provides reinsurance of medical, disability, life and other products for a fixed period of short-duration, typically 
one to three years. Under the short-duration insurance accounting model:

• Premiums are recognized over the coverage period in proportion to the amount of insurance protection provided.

• Claims or benefits are recognized when insured events occur, based on the ultimate cost to settle the claim, and are 
adjusted to reflect changes in estimates during the life of the contract. The estimated cost to settle the claim is based on 
actuarial assumptions for similar claims. The Company also establishes an IBNR liability based on historical reporting 
patterns.

• Eligible DAC are capitalized and amortized in proportion to premium.

Equity Based Compensation

RGA issues stock awards included in its incentive compensation plans. As of the date stock awards are approved, the fair value 
of stock options is determined using a Black-Scholes options valuation methodology, and the fair value of other stock awards is 
based upon the market value of the stock. The fair value of the awards is expensed over the performance or service period, 
which generally corresponds to the vesting period, and is recognized as an increase to additional paid-in-capital in shareholder's 
equity. Stock-based compensation expense is reflected in other operating expenses in the statements of income. The Company 
recognized an immaterial amount of equity compensation expense in 2020 and 2019.

New Accounting Pronouncements

Changes to the general accounting principles are established by the Financial Accounting Standards Board (“FASB”) in the 
form of accounting standards updates to the FASB Accounting Standards CodificationTM. Accounting standards updates not 
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listed below were assessed and determined to be either not applicable or are expected to have minimal impact on the 
Company’s financial statements.

Description Date of Adoption Effect on the Financial Statements
Standards adopted:
Leases
This new standard, based on the principle that entities 
should recognize assets and liabilities arising from 
leases, does not significantly change the lessees’ 
recognition, measurement and presentation of 
expenses and cash flows from the previous accounting 
standard. Leases are classified as finance or operating. 
The new standard’s primary change is the requirement 
for entities to recognize a lease liability for payments 
and a right-of-use asset representing the right to use 
the leased asset during the term of operating lease 
arrangements. Lessees are permitted to make an 
accounting policy election to not recognize the asset 
and liability for leases with a term of twelve months or 
less. Lessors’ accounting is largely unchanged from 
the previous accounting standard. In addition, the new 
standard expands the disclosure requirements of lease 
arrangements. Early adoption is permitted.

January 1, 2019 This guidance was adopted by applying the optional transition 
method.  The adoption of the standard did not have a material 
impact on the Company’s results of operations or financial 
position.  The adoption of the updated guidance resulted in the 
Company recognizing a right-of-use asset and lease liability of 
$1.3 million included in other assets and other liabilities, 
respectively, in the balance sheets.

Financial Instruments - Credit Losses
This guidance adds to U.S. GAAP an impairment 
model, known as current expected credit loss 
(“CECL”) model that is based on expected losses 
rather than incurred losses. For traditional and other 
receivables, held-to-maturity debt securities, loans and 
other instruments entities will be required to use the 
new forward-looking “expected loss” model that 
generally will result in earlier recognition of allowance 
for losses. For available-for-sale debt securities with 
unrealized losses, entities will measure credit losses 
similar to what they do today, except the losses will be 
recognized through an allowance for credit losses and 
adjusted each period for changes in credit risks. Early 
adoption is permitted.

January 1, 2020 For asset classes within the scope of the CECL model, this 
guidance was adopted through a cumulative-effect adjustment to 
retained earnings (that is, a modified-retrospective approach). 
For available-for-sale debt securities, this guidance was applied 
prospectively. The Company does not have asset classes within 
the scope of the CECL model and did not have an adjustment to 
opening retained earnings.

Fair Value Measurement
This guidance is part of the FASB’s disclosure 
framework project and eliminates certain disclosure 
requirements for fair value measurement, requires 
entities to disclose new information and modifies 
existing disclosure requirements. Early adoption is 
permitted.

January 1, 2020 Certain disclosure changes in the new guidance were applied
prospectively in the year of adoption. The remaining changes in 
the new guidance were applied retrospectively to all periods
presented in the year of adoption.

The Company adopted, as of December 31, 2019, the guidance 
that removed the requirements relating to transfers between fair 
value hierarchy levels and certain disclosures about valuation 
processes for Level 3 fair value measurements. The Company 
adopted the remainder of the guidance on January 1, 2020. The 
adoption of the new guidance was not material to the Company’s 
financial position.
                                                                                                                                                                                                                                                                                                                                                                                                                                                           

Reference Rate Reform
This guidance eases the potential burden in accounting 
for, or recognizing the effects of, reference rate reform 
on financial reporting, which includes the transition 
away from the London Interbank Offered Rate 
(“LIBOR”). The ASU provides optional expedients 
and exceptions for applying GAAP modification to 
contracts and hedge accounting relationships affected 
by reference rate reform on financial reporting. Under 
the new guidance, a change in the reference rate for a 
contract that meets certain criteria will be accounted 
for as a continuation of that contract rather than the 
creation of a new contract. The new guidance applies 
to debt, insurance contracts, leases, derivative 
contracts and other arrangements.

January 1, 2020 The reference rate reform is not expected to have material
accounting consequences. The Company has established a team 
that is currently assessing the effects of the discontinuation of 
LIBOR on existing contracts that extend beyond 2021, by 
analyzing contractual fallback provisions, evaluating alternative 
rate ramifications and assessing the effects on current hedging 
strategies, systems and operations.
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Description Anticipated Date 
of Adoption Effect on the Financial Statements

Standards not yet adopted:
Financial Services - Insurance
This guidance significantly changes how insurers 
account for long-duration insurance contracts.  The 
new guidance also significantly expands the disclosure 
requirements of long-duration insurance contracts.  
The new guidance will be effective for annual and 
interim reporting periods beginning January 1, 2023. 
Below are the most significant areas of change:

January 1, 2023 See each significant area of change below for the method of
adoption and expected impact to the Company’s results of
operations and financial position.

Cash flow assumptions for measuring liability for 
future policy benefits. The new guidance requires 
insurers to review, and if necessary, update the cash 
flow assumptions used to measure liabilities for future 
policy benefits periodically. The change in the liability 
estimate as a result of updating cash flow assumptions 
will be recognized in net income.

Cash flow assumptions for measuring liability for future policy 
benefits. The Company will likely adopt this guidance on a 
modified retrospective basis as of the earliest period presented in 
the year of adoption. The Company is currently evaluating the 
impact of this amendment on its results of operations and 
financial position but anticipates the updated guidance will 
likely have a material impact.

Discount rate assumption for measuring liability for 
future policy benefits. The new guidance requires 
insurers to update the discount rate assumption used to 
measure liabilities for future policy benefits at each 
reporting period, and the discount rate utilized must be 
based on an upper-medium grade fixed income 
instrument yield. The change in the liability estimate 
as a result of updating the discount rate assumption 
will be recognized in other comprehensive income.

Discount rate assumption for measuring liability for future 
policy benefits. The Company will likely adopt this guidance on 
a modified retrospective basis as of the earliest period presented 
in the year of adoption. The Company is currently evaluating the 
impact of this amendment on its results of operations and 
financial position but anticipates the updated guidance will 
likely have a material impact.

Market risk benefits. The new guidance created a new 
category of benefit features called market risk benefits 
that will be measured at fair value with changes in fair 
value attributable to a change in the instrument-
specific credit risk recognized in other comprehensive 
income.

Market risk benefits. The Company will adopt this guidance on a 
retrospective basis as of the earliest period presented in the year 
of adoption. The Company is currently evaluating the impact of 
this amendment on its results of operations and financial position 
but anticipates the updated guidance will likely not have a 
material impact, unless it begins reinsuring these benefits.

Amortization of deferred acquisition costs and other 
balances. The new guidance requires DAC and other 
balances to be amortized on a constant level basis over 
the expected term of the related contracts.

Amortization of deferred acquisition costs and other balances. 
The Company will likely adopt this guidance on a modified 
retrospective basis as of the earliest period presented in the year 
of adoption. The Company is currently evaluating the impact of 
this amendment on its results of operations and financial position 
but anticipates the updated guidance will likely have a material 
impact.

Note 3  INVESTMENTS

Fixed Maturity Securities Available-for-Sale 

The Company holds various types of fixed maturity securities available-for-sale and classifies them as corporate securities 
(“Corporate”), residential mortgage-backed securities (“RMBS”), asset-backed securities (“ABS”), commercial mortgage-
backed securities (“CMBS”), U.S. government and agencies (“U.S. government”), state and political subdivisions, and other 
foreign government, supranational and foreign government-sponsored enterprises (“Other foreign government”).  RMBS, ABS 
and CMBS are collectively “structured securities.”

The following tables provide information relating to investments in fixed maturity securities by type as of December 31, 2020 
and 2019 (dollars in thousands): 

Allowance
December 31, 2020: Amortized for Credit Unrealized Unrealized Estimated % of

Cost Losses Gains Losses Fair Value Total
Available-for-sale:

Corporate $ 484,908 $ — $ 70,651 $ 607 $ 554,952  73.3 %
RMBS  23,968  —  407  65  24,310  3.2 
ABS  35,517  —  209  105  35,621  4.7 
CMBS  61,247  —  4,809  58  65,998  8.7 
U.S. government  1,112  —  375  —  1,487  0.2 
State and political subdivisions  13,497  —  2,771  —  16,268  2.1 
Other foreign government  54,001  —  5,020  28  58,993  7.8 

Total fixed maturity securities $ 674,250 $ — $ 84,242 $ 863 $ 757,629  100.0 %
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December 31, 2019: Amortized Unrealized Unrealized Estimated % of
Cost Gains Losses Fair Value Total

Available-for-sale:
Corporate $ 276,777 $ 24,641 $ 45 $ 301,373  46.6 %
RMBS  37,112  518  47  37,583  5.8 
ABS  6,746  38  1  6,783  1.0 
CMBS  61,401  2,296  24  63,673  9.8 
U.S. government  167,312  473  —  167,785  25.9 
State and political subdivisions  13,597  1,479  —  15,076  2.3 
Other foreign government  53,288  2,851  63  56,076  8.6 

Total fixed maturity securities $ 616,233 $ 32,296 $ 180 $ 648,349  100.0 %

The Company enters into various collateral arrangements with counterparties that require both the pledging and acceptance of 
fixed maturity securities as collateral. Pledged fixed maturity securities are included in fixed maturity securities, available-for-
sale in the Company's balance sheets. Fixed maturity securities received as collateral are held in separate custodial accounts and 
are not recorded on the Company's balance sheets. Subject to certain constraints, the Company is permitted by contract to sell or 
repledge collateral it receives; however, as of December 31, 2020 and 2019, none of the collateral received had been sold or 
repledged. The following table includes fixed maturity securities pledged and received as collateral under certain third-party 
reinsurance treaties as of December 31, 2020 and 2019 (dollars in thousands):

2020 2019
Amortized Estimated Amortized Estimated

Cost Fair Value Cost Fair Value
Fixed maturity securities pledged as collateral $ 7,250 $ 7,251 $ 10,514 $ 10,513 
Fixed maturity securities received as collateral n/a  887,367 n/a  333,844 

The Company monitors its concentrations of financial instruments on an ongoing basis and mitigates credit risk by maintaining 
a diversified investment portfolio that limits exposure to any one issuer. The Company did not hold any securities issued by a 
single entity that exceeded 10% of the Company's shareholder's equity as of December 31, 2020. The Company’s exposure to 
concentrations of credit risk from single issuers greater than 10% of the Company’s shareholder’s equity included securities of 
the U.S. government and its agencies, as of December 31, 2019. 

The amortized cost and estimated fair value of fixed maturity securities classified as available-for-sale as of December 31, 
2020, are shown by contractual maturity in the table below (dollars in thousands). Actual maturities can differ from contractual 
maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties. 
Structured securities are shown separately in the table below, as they are not due at a single maturity date.

Amortized Estimated
Cost Fair Value

Available-for-sale:
Due in one year or less $ 11,134 $ 11,241 
Due after one year through five years  57,079  61,994 
Due after five years through ten years  156,000  171,063 
Due after ten years  329,305  387,402 
Structured securities  120,732  125,929 
Total $ 674,250 $ 757,629 

Corporate Fixed Maturity Securities

The tables below show the major sectors of the Company's corporate fixed maturity holdings as of December 31, 2020 and 
2019 (dollars in thousands):

December 31, 2020: Amortized Estimated
Cost Fair Value % of Total

Finance $ 237,879 $ 267,384  48.2 %
Industrial  205,252  237,302  42.8 
Utility  41,777  50,266  9.0 

Total $ 484,908 $ 554,952  100.0 %
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December 31, 2019: Amortized Estimated
Cost Fair Value % of Total

Finance $ 144,652 $ 157,485  52.3 %
Industrial  86,729  94,476  31.3 
Utility  45,396  49,412  16.4 

Total $ 276,777 $ 301,373  100.0 %

Allowance for Credit Losses and Impairments - Fixed Maturity Securities Available-for-Sale

As discussed in Note 2 - "Significant Accounting Policies and Pronouncements," allowances for credit losses on fixed maturity 
securities are recognized in investment related gains (losses), net on the statements of income. For these securities, the net 
amount recognized represents the difference between the amortized cost of the security and the net present value of its projected 
future cash flows discounted at the effective interest rate implicit in the fixed maturity security prior to the allowance for credit 
losses. Any remaining difference between the fair value and amortized cost is recognized in AOCI. 

For the year ended December 31, 2020, there was no allowance for credit losses on fixed maturity securities.

Unrealized Losses for Fixed Maturity Securities Available-for-Sale

The following table presents the total gross unrealized losses for the 21 and 12 fixed maturity securities as of December 31, 
2020 and 2019, where the estimated fair value had declined and remained below amortized cost by the indicated amount 
(dollars in thousands): 

2020 2019
Gross Gross

Unrealized % of Unrealized % of
Losses Total Losses Total

Less than 20% $ 863  100.0 % $ 180  100.0 %
Total $ 863  100.0 % $ 180  100.0 %

The Company’s determination of whether a decline in value necessitates the recording of an allowance for credit losses includes 
an analysis of whether the issuer is current on its contractual payments, evaluating whether it is probable that the Company will 
be able to collect all amounts due according to the contractual terms of the security and analyzing the overall ability of the 
Company to recover the amortized cost of the investment.

The following tables present the estimated fair values and gross unrealized losses for fixed maturity securities that have 
estimated fair values below amortized cost as of December 31, 2020 and 2019 (dollars in thousands). These investments are 
presented by class and grade of security, as well as the length of time the related fair value has remained below amortized cost.

December 31, 2020: Less than 12 months 12 months or greater Total
Estimated Gross Estimated Gross Estimated Gross

Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

Investment grade securities:
Corporate $ 18,328 $ 348 $ — $ — $ 18,328 $ 348 
RMBS  8,895  65  —  —  8,895  65 
ABS  4,215  105  —  —  4,215  105 
CMBS  3,496  58  —  —  3,496  58 

Total investment grade securities  34,934  576  —  —  34,934  576 
Below investment grade securities:

Corporate  2,160  259  —  —  2,160  259 
Other foreign government  973  28  —  —  973  28 

Total below investment grade securities  3,133  287  —  —  3,133  287 
Total fixed maturity securities $ 38,067 $ 863 $ — $ — $ 38,067 $ 863 
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December 31, 2019: Less than 12 months 12 months or greater Total
Estimated Gross Estimated Gross Estimated Gross

Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

Investment grade securities:
Corporate $ — $ — $ 1,355 $ 45 $ 1,355 $ 45 
RMBS  8,067  38  1,583  9  9,650  47 
ABS  1,312  1  —  —  1,312  1 
CMBS  4,496  24  —  —  4,496  24 
Other foreign government  7,645  63  —  —  7,645  63 
Total investment grade securities  21,520  126  2,938  54  24,458  180 

Total fixed maturity securities $ 21,520 $ 126 $ 2,938 $ 54 $ 24,458 $ 180 

The Company has no intention to sell, nor does it expect to be required to sell, the securities outlined in the table above, as of 
the dates indicated. However, unforeseen facts and circumstances may cause the Company to sell fixed maturity securities in 
the ordinary course of managing its portfolio to meet certain diversification, credit quality and liquidity guidelines. Changes in 
unrealized losses are primarily driven by changes in interest rates.

Investment Income, Net of Related Expenses

Major categories of investment income, net of related expenses, consist of the following (dollars in thousands):

2020 2019

Fixed maturity securities available-for-sale $ 23,468 $ 18,172 
Funds withheld at interest  (2,436)  (1,049) 
Short-term investments and cash and cash equivalents  887  1,092 

Investment income  21,919  18,215 
Investment expense  (1,028)  (720) 
Investment income, net of related expenses $ 20,891 $ 17,495 

Investment Related Gains (Losses), Net

Investment related gains (losses), net, consist of the following (dollars in thousands):

2020 2019
Fixed maturity securities available-for-sale:

Impairments and change in allowance for credit losses $ — $ (417) 
Gain on investment activity  2,873  6,027 
Loss on investment activity  (6)  (530) 

Other, net  (32)  60 
Total investment related gains (losses), net $ 2,835 $ 5,140 

As of December 31, 2020, the Company did not own any securities that were non-income producing.  As of December 31, 
2019, the Company held non-income producing securities with amortized costs of $1.5 million and estimated fair values of $1.6 
million. Generally, securities are non-income producing when principal or interest is not paid primarily as a result of 
bankruptcies or credit defaults, but also include securities where amortization has been discontinued.

For the years ended December 31, 2020 and 2019, there were no purchases from affiliates for cash. For the year ended 
December 31, 2020, there were security sales to affiliates for cash with amortized costs of $56.9 million and estimated fair 
values of $58.0 million. For the year ended December 31, 2019, there were no security sales to affiliates for cash. 

Funds Withheld at Interest  

For reinsurance agreements written on a modco basis and certain agreements written on a coinsurance funds withheld basis, 
assets equal to the net statutory reserves are withheld and legally owned and managed by the ceding company and are reflected 
as funds withheld at interest. In the event of a ceding company's insolvency, the Company would need to assert a claim on the 
assets supporting its reserve liabilities. However, the risk of loss to the Company is mitigated by its ability to offset amounts it 
owes the ceding company for claims or allowances against amounts owed to the Company from the ceding company. 
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Note 4  FAIR VALUE OF ASSETS AND LIABILITIES

Fair Value Measurement

General accounting principles for Fair Value Measurements and Disclosures define fair value as the exchange price that would 
be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or 
liability in an orderly transaction between market participants on the measurement date. These principles also establish a fair 
value hierarchy that requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs 
when measuring fair value and describes three levels of inputs that may be used to measure fair value:

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities. Active markets are defined as having the 
following characteristics for the measured asset/liability: (i) many transactions, (ii) current prices, (iii) price quotes not varying 
substantially among market makers, (iv) narrow bid/ask spreads and (v) most information publicly available. The Company's 
Level 1 assets and liabilities are traded in active exchange markets.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in 
markets that are not active; or market standard valuation techniques and assumptions that use significant inputs that are 
observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities. Such 
observable inputs include benchmarking prices for similar assets in active, liquid markets, quoted prices in markets that are not 
active and observable yields and spreads in the market. The Company's Level 2 assets and liabilities include investment 
securities with quoted prices that are traded less frequently than exchange-traded instruments. Level 2 valuations are generally 
obtained from third party pricing services for identical or comparable assets or liabilities or through the use of valuation 
methodologies using observable market inputs. Prices from servicers are validated through analytical reviews and assessment of 
current market activity.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the 
related assets or liabilities. Level 3 assets and liabilities include those whose value is determined using market standard 
valuation techniques described above. When observable inputs are not available, the market standard techniques for 
determining the estimated fair value of certain securities that trade infrequently, and therefore have little transparency, rely on 
inputs that are significant to the estimated fair value and that are not observable in the market or cannot be derived principally 
from or corroborated by observable market data. These unobservable inputs can be based in large part on management 
judgment or estimation and cannot be supported by reference to market activity. Even though unobservable, management 
believes these inputs are based on assumptions deemed appropriate given the circumstances and consistent with what other 
market participants would use when pricing similar assets and liabilities.  Prices are determined using valuation methodologies 
such as discounted cash flow models and other similar techniques that require management's judgment or estimation in 
developing inputs that are consistent with those other market participants would use when pricing similar assets and liabilities. 
Non-binding broker quotes, which are utilized when pricing service information is not available, are reviewed for 
reasonableness based on the Company's understanding of the market, and are generally considered Level 3. Under certain 
circumstances, based on its observations of transactions in active markets, the Company may conclude the prices received from 
independent third party pricing services or brokers are not reasonable or reflective of market activity. In those instances, the 
Company would apply internally developed valuation techniques to the related assets or liabilities. Additionally, the Company's 
longevity swaps were classified in Level 3 since their values included significant unobservable inputs.

When inputs used to measure the fair value of an asset or liability fall within different levels of the hierarchy, the level within 
which the fair value measurement is categorized is based on the lowest level input that is significant to the fair value 
measurement in its entirety, except for fair value measurements using NAV. For example, a Level 3 fair value measurement 
may include inputs that are observable (Levels 1 and 2) and unobservable (Level 3). Therefore, gains and losses for such assets 
and liabilities categorized within Level 3 may include changes in fair value that are attributable to both observable inputs 
(Levels 1 and 2) and unobservable inputs (Level 3).

Assets and Liabilities by Hierarchy Level Assets and liabilities measured at fair value on a recurring basis as of December 31, 
2020 and 2019 are summarized below (dollars in thousands):
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December 31, 2020: Fair Value Measurements Using:
Total Level 1 Level 2 Level 3

Assets:
Fixed maturity securities — available-for-sale:

Corporate $ 554,952 $ — $ 544,358 $ 10,594 
RMBS  24,310  —  24,310  — 
ABS  35,621  —  35,621  — 
CMBS  65,998  —  65,998  — 
U.S. government  1,487  —  1,487  — 
State and political subdivisions  16,268  —  16,268  — 
Other foreign government  58,993  —  58,993  — 

Total fixed maturity securities — available-for-sale  757,629  —  747,035  10,594 
  Cash equivalents  1,754  1,754  —  — 
  Short-term investments  2,394  —  2,394  — 

Total $ 761,777 $ 1,754 $ 749,429 $ 10,594 

December 31, 2019: Fair Value Measurements Using:
Total Level 1 Level 2 Level 3

Assets:
Fixed maturity securities — available-for-sale:

Corporate $ 301,373 $ — $ 301,373 $ — 
RMBS  37,583  —  35,074  2,509 
ABS  6,783  —  6,783  — 
CMBS  63,673  —  63,673  — 
U.S. government  167,785  166,485  1,300  — 
State and political subdivisions  15,076  —  15,076  — 
Other foreign government  56,076  —  56,076  — 

Total fixed maturity securities — available-for-sale  648,349  166,485  479,355  2,509 
  Cash equivalents  294  294  —  — 

Total $ 648,643 $ 166,779 $ 479,355 $ 2,509 

The Company may utilize information from third parties, such as pricing services and brokers, to assist in determining the fair 
value for certain assets and liabilities; however, management is ultimately responsible for all fair values presented in the 
Company's financial statements. This includes responsibility for monitoring the fair value process, ensuring objective and 
reliable valuation practices and pricing of assets and liabilities, and approving changes to valuation methodologies and pricing 
sources. The selection of the valuation technique(s) to apply considers the definition of an exit price and the nature of the asset 
or liability being valued and significant expertise and judgment is required.

The Company performs initial and ongoing analysis and review of the various techniques utilized in determining fair value to 
ensure that they are appropriate and consistently applied, and that the various assumptions are reasonable. The Company 
analyzes and reviews the information and prices received from third parties to ensure that the prices represent a reasonable 
estimate of the fair value and to monitor controls around pricing, which includes quantitative and qualitative analysis and is 
overseen by the Company's investment and accounting personnel. Examples of procedures performed include, but are not 
limited to, review of pricing trends, comparison of a sample of executed prices of securities sold to the fair value estimates, 
comparison of fair value estimates to management's knowledge of the current market, and ongoing confirmation that third party 
pricing services use, wherever possible, market-based parameters for valuation. In addition, the Company utilizes both internal 
and external cash flow models to analyze the reasonableness of fair values utilizing credit spread and other market assumptions, 
where appropriate. As a result of the analysis, if the Company determines there is a more appropriate fair value based upon the 
available market data, the price received from the third party is adjusted accordingly. The Company also determines if the 
inputs used in estimated fair values received from pricing services are observable by assessing whether these inputs can be 
corroborated by observable market data.

For assets and liabilities reported at fair value, the Company utilizes when available, fair values based on quoted prices in active 
markets that are regularly and readily obtainable. Generally, these are very liquid investments and the valuation does not require 
management judgment. When quoted prices in active markets are not available, fair value is based on market valuation 
techniques, market comparable pricing and the income approach. The use of different techniques, assumptions and inputs may 
have a material effect on the estimated fair values of the Company's securities holdings. For the periods presented, the 
application of market standard valuation techniques applied to similar assets and liabilities has been consistent.
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The methods and assumptions the Company uses to estimate the fair value of assets and liabilities measured at fair value on a 
recurring basis are summarized below.

Fixed Maturity Securities - The fair values of the Company's publicly-traded fixed maturity securities are generally based on 
prices obtained from independent pricing services. Prices from pricing services are sourced from multiple vendors, and a 
vendor hierarchy is maintained by asset type based on historical pricing experience and vendor expertise. The Company 
generally receives prices from multiple pricing services for each security, but ultimately uses the price from the vendor that is 
highest in the hierarchy for the respective asset type. To validate reasonableness, prices are periodically reviewed as explained 
above. Consistent with the fair value hierarchy described above, securities with quotes from pricing services are generally 
reflected within Level 2, as they are primarily based on observable pricing for similar assets and/or other market observable 
inputs. If the pricing information received from third party pricing services is not reflective of market activity or other inputs 
observable in the market, the Company may challenge the price through a formal process with the pricing service.

If the Company ultimately concludes that pricing information received from the independent pricing service is not reflective of 
fair value, non-binding broker quotes are used, if available. If the Company concludes that the values from both pricing services 
and brokers are not reflective of fair value, an internally developed valuation may be prepared; however, this occurs 
infrequently. Internally developed valuations or non-binding broker quotes are also used to determine fair value in 
circumstances where vendor pricing is not available. These valuations may use significant unobservable inputs, which reflect 
the Company's assumptions about the inputs that market participants would use in pricing the asset. Observable market data 
may not be available in certain circumstances such as market illiquidity and credit events related to the security. Pricing service 
overrides, internally developed valuations and non-binding broker quotes are generally based on significant unobservable inputs 
and are reflected as Level 3 in the valuation hierarchy.

The inputs used in the valuation of corporate and government securities include, but are not limited to, standard market 
observable inputs that are derived from, or corroborated by, market observable data including market yield curve, duration, call 
provisions, observable prices and spreads for similar publicly traded or privately placed issues that incorporate the credit quality 
and industry sector of the issuer. For internal pricing of private placements and structured securities, valuation is based 
primarily on matrix pricing or other similar techniques using standard market inputs including spreads for actively traded 
securities, spreads off benchmark yields, expected prepayment speeds and volumes, current and forecasted loss severity, rating, 
weighted average coupon, weighted average maturity, average delinquency rates, geographic region, debt-service coverage 
ratios and issuance-specific information including, but not limited to: collateral type, payment terms of the underlying assets, 
payment priority within the tranche, structure of the security, deal performance and vintage of loans.

When observable inputs are not available, the market standard valuation techniques for determining the estimated fair value of 
certain types of securities that trade infrequently, and therefore have little or no price transparency, rely on inputs that are 
significant to the estimated fair value that are not observable in the market or cannot be derived principally from or 
corroborated by observable market data, such as market illiquidity. These unobservable inputs can be based in large part on 
management judgment or estimation, and cannot be supported by reference to market activity. Even though unobservable, these 
inputs are based on assumptions deemed appropriate given the circumstances and are believed to be consistent with what other 
market participants would use when pricing such securities.

Cash Equivalents and Short-Term Investments - Cash equivalents and short-term investments include money market 
instruments and other highly liquid debt instruments. Money market instruments are generally valued using unadjusted quoted 
prices in active markets that are accessible for identical assets and are primarily classified as Level 1.  The fair value of certain 
other cash equivalents and short-term investments, such as bonds with original maturities twelve months or less, are based upon 
other market observable data and are typically classified as Level 2.  Various time deposits, certificates of deposit and sweeps 
carried as cash equivalents or short-term investments are not measured at estimated fair value and therefore are excluded from 
the tables presented.

Quantitative Information Regarding Internally-Priced Assets and Liabilities

The Company did not have any Level 3 fair value measurements that were developed internally by the Company as of 
December 31, 2020 and 2019.

Changes in Level 3 Assets and Liabilities

Assets and liabilities transferred into Level 3 are due to a lack of observable market transactions and price information. 
Transfers out of Level 3 are primarily the result of the Company obtaining observable pricing information or a third party 
pricing quotation that appropriately reflects the fair value of those assets and liabilities. 

The reconciliations for all assets and liabilities measured at fair value on a recurring basis using significant unobservable inputs 
(Level 3) are as follows (dollars in thousands):
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For the year ended December 31, 2020:
Fixed maturity securities - 

available-for-sale Other assets Other liabilities

Corporate
Structured 
securities

Longevity 
swaps

Longevity 
swaps

Fair value, beginning of period $ — $ 2,509 $ — $ — 
Total gains/losses (realized/unrealized)
Included in earnings, net:

Investment income, net of related expenses  (5)  —  —  — 
Included in other comprehensive income  (65)  —  —  — 
Other revenues  —  —  —  — 
Purchases(1)  10,664  —  —  — 
Settlements(1)  —  —  —  — 
Transfers out of Level 3  —  (2,509)  —  — 

Fair value, end of period $ 10,594 $ — $ — $ — 

Total gains/losses (realized/unrealized) recorded for the period relating to those Level 3 assets and liabilities that were still held at the end of the period
Included in earnings, net:

Investment income, net of related expenses $ (5) $ — $ — $ — 
Included in other comprehensive income  (65)  —  —  — 

For the year ended December 31, 2019:
Fixed maturity securities - 

available-for-sale Other assets Other liabilities

Corporate
Structured 
securities

Longevity 
swaps

Longevity 
swaps

Fair value, beginning of period $ — $ — $ 38,341 $ (38,341) 
Total gains/losses (realized/unrealized)
Included in earnings, net:

Investment income, net of related expenses  —  (21)  —  — 
Included in other comprehensive income  —  14  (1,037)  1,037 
Other revenues  —  —  6,662  (6,662) 
Purchases(1)  —  3,084  —  — 
Settlements(1)  —  (568)  (43,966)  43,966 
Transfers out of Level 3  —  —  —  — 

Fair value, end of period $ — $ 2,509 $ — $ — 

Total gains/losses (realized/unrealized) recorded for the period relating to those Level 3 assets and liabilities that were still held at the end of the period
Included in earnings, net:

Investment income, net of related expenses $ — $ (21) $ — $ — 

(1) The amount reported within purchases and settlements is the purchase price (for purchases) and the settlement proceeds (for settlements) 
based upon the actual date purchased or settled. Items purchased and settled in the same period are excluded from the rollforward. The 
Company had no issuances during the period. 

Nonrecurring Fair Value Measurements

The Company did not have any assets measured at estimated fair value on a nonrecurring basis during the periods ended 
December 31, 2020 and 2019.

Fair Value of Financial Instruments

The following table presents the carrying amounts and estimated fair values of the Company's financial instruments, which 
were not measured at fair value on a recurring basis, as of December 31, 2020 and 2019 (dollars in thousands). This table 
excludes any payables or receivables for collateral transactions. The estimated fair value of the excluded amount approximates 
carrying value as they equal the amount of cash collateral received/paid.
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December 31, 2020: Estimated Fair Value Measurement Using:
Carrying Value (1) Fair Value Level 1 Level 2 Level 3

Assets:
Funds withheld at interest $ 53,342 $ 53,342 $ — $ — $ 53,342 
Cash and cash equivalents  128,336  128,336  128,336  —  — 
Short-term investments  22,903  22,903  22,903  —  — 
Accrued investment income  6,259  6,259  —  6,259  — 

December 31, 2019:

Assets:
Funds withheld at interest $ 798 $ 798 $ — $ — $ 798 
Cash and cash equivalents  80,672  80,672  80,672  —  — 
Short-term investments  18,582  18,582  18,582  —  — 
Accrued investment income  4,522  4,522  —  4,522  — 

(1) Carrying values presented herein may differ from those presented in the Company's balance sheets because certain items within the respective 
financial statement captions may be measured at fair value on a recurring basis.

Funds Withheld at Interest - The carrying value of funds withheld at interest approximates fair value except where the funds 
withheld are specifically identified in the agreement. When funds withheld are specifically identified in the agreement, the fair 
value is based on the fair value of the underlying assets that are held by the ceding company. Ceding companies use a variety of 
sources and pricing methodologies, which are not transparent to the Company and may include significant unobservable inputs, 
to value the securities that are held in distinct portfolios, therefore the valuation of these funds withheld assets are considered 
Level 3 in the fair value hierarchy.

Cash and Cash Equivalents and Short-term Investments - The carrying values of cash and cash equivalents and short-term 
investments approximate fair values due to the short-term maturities of these instruments and are considered Level 1 in the fair 
value hierarchy.

Accrued Investment Income - The carrying value for accrued investment income approximates fair value as there are no 
adjustments made to the carrying value. This is considered Level 2 in the fair value hierarchy.

Note 5  REINSURANCE

In the normal course of business, the Company seeks to limit its exposure to loss on any single insured and to recover a portion 
of benefits paid by ceding reinsurance to other insurance or reinsurance companies under excess coverage and coinsurance 
contracts. Retrocession reinsurance treaties do not relieve the Company from its obligations to direct writing companies. Failure 
of retrocessionaires to honor their obligations could result in losses to the Company. The Company regularly evaluates the 
financial condition of the insurance and reinsurance companies from which it assumes and to which it cedes reinsurance. 
Consequently, allowances would be established for amounts deemed uncollectible. At December 31, 2020 and 2019, no 
allowances were deemed necessary. 

Retrocessions are arranged through the Company's retrocession pools for amounts in excess of the Company's retention limit. 
As of December 31, 2020 and 2019, all rated retrocession pool participants followed by the A.M. Best Company were rated "A- 
(excellent)" or better. The Company verifies retrocession pool participants’ ratings on a quarterly basis. For a majority of the 
retrocessionaires that were not rated, security in the form of letters of credit or trust assets has been posted. In addition, the 
Company performs annual financial reviews of its retrocessionaires to evaluate financial stability and performance. In addition 
to its third party retrocessionaires, various RGA reinsurance subsidiaries retrocede amounts in excess of their retention to 
affiliated subsidiaries.

Included in the reinsurance ceded receivables balances were $190.4 million and $408.6 million of claims recoverable, of which 
$181.8 million and $394.4 million were with related parties, as of December 31, 2020 and 2019, respectively.

As of December 31, 2020 and 2019, the effect of reinsurance on net premiums is as follows (dollars in thousands):
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2020 2019
Reinsurance assumed:

Affiliated  209,502  210,813 
Non-affiliated  656,346  1,001,968 
Total reinsurance assumed  865,848  1,212,781 

Reinsurance retroceded:
Affiliated  (486,061)  (470,555) 
Non-affiliated  (10,670)  (31,837) 
Total reinsurance retroceded  (496,731)  (502,392) 

Net premiums $ 369,117 $ 710,389 

As of December 31, 2020 and 2019, the effect of reinsurance on claims and other policy benefits is as follows (dollars in 
thousands):

2020 2019
Reinsurance assumed:

Affiliated  151,728  247,710 
Non-affiliated  471,939  828,152 
Total reinsurance assumed  623,667  1,075,862 

Reinsurance retroceded:
Affiliated  (322,006)  (368,845) 
Non-affiliated  (10,333)  (29,401) 
Total reinsurance retroceded  (332,339)  (398,246) 

Claims and other policy benefits $ 291,328 $ 677,616 

As of December 31, 2020 and 2019, the effect of reinsurance on life insurance in force is shown in the following schedule (in 
millions):

2020 2019
Life insurance in force assumed:

Affiliated  34,033  30,230 
Non-affiliated  158,196  140,372 
Total life insurance in force assumed  192,229  170,602 

Life insurance in force retroceded:
Affiliated  (85,332)  (47,608) 
Non-affiliated  (5,051)  (4,927) 
Total life insurance in force retroceded  (90,383)  (52,535) 

Life insurance in force net:
Affiliated  (51,299)  (17,378) 
Non-affiliated  153,145  135,445 
Total life insurance in force net $ 101,846 $ 118,067 

Assumed/net percentage  188.74 %  144.50 %

At December 31, 2020 and 2019, the Company provided approximately $2,560.9 million and $3,631.1 million of financial 
reinsurance, as measured by pre-tax statutory surplus, risk based capital and other financial reinsurance structures, to other 
insurance companies under financial reinsurance transactions to assist ceding companies in meeting applicable regulatory 
requirements. Generally, such financial reinsurance is provided by the Company committing cash or assuming insurance 
liabilities, which are collateralized by future profits on the reinsured business. The Company earns a fee based on the amount of 
net outstanding financial reinsurance.

Reinsurance treaties, whether facultative or automatic, may provide for recapture rights on the part of the ceding company. 
Recapture rights permit the ceding company to reassume all or a portion of the risk formerly ceded to the reinsurer after an 
agreed-upon period of time, generally 10 years, or in some cases due to changes in the financial condition or ratings of the 
reinsurer. Recapture of business previously ceded does not affect premiums ceded prior to the recapture of such business but 
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would reduce premiums in subsequent periods. Additionally, some reinsurance treaties give the ceding company the right to 
require the Company to place assets in trust for their benefit to support the ceding company’s statutory reserve credits, in the 
event of a downgrade of the Company’s credit ratings and or other statutory measure to specified levels, generally non-
investment grade levels, or if minimum levels of financial condition are not maintained. As of December 31, 2020, the 
Company was not required to post additional collateral and did not have a reinsurance treaty recaptured as a result of credit 
downgrade or defined statutory measure decline.

Note 6  DEFERRED POLICY ACQUISITION COSTS

The following reflects the amounts of policy acquisition costs deferred and amortized as of December 31, 2020 and 2019 
(dollars in thousands):

2020 2019

Balance, beginning of year $ 37,319 $ 270,955 
Capitalization  11,176  143,309 
Amortization (including interest)  (9,039)  (376,763) 
Foreign currency translation  60  (182) 
Balance, end of year $ 39,516 $ 37,319 

Some reinsurance agreements involve reimbursing the ceding company for allowances and commissions in excess of first-year 
premiums. These amounts represent acquisition costs and are capitalized to the extent deemed recoverable from the future 
premiums and amortized against future profits of the business. This type of agreement presents a risk to the extent that the 
business lapses faster than originally anticipated, resulting in future profits being insufficient to recover the Company's 
investment.

Note 7  INCOME TAXES

Under current Bermuda law, the Company is not required to pay taxes in Bermuda on either income or capital gains. The 
Company has received an undertaking from the Minister of Finance in Bermuda that in the event of income or capital gains 
taxes being imposed, the Company will be exempted from such taxes until March 28, 2035. 

Effective as of January 1, 2019, Labuan enacted the Finance Act 2018. This act eliminated the election under Section 7 of the 
Labuan Offshore Business Activity Tax Act 1990, whereby the Labuan Branch was subject to an annual expense in lieu of a tax 
based on income generated in Labuan. For 2019, under this Act, the Labuan Branch was subject to a 24% income tax rate. 
Effective January 1, 2020, the Labuan Branch made an irrevocable election to be subject to tax on reinsurance income at 8% 
and non-reinsurance income at 24%, pursuant to Malaysia Income Tax Act (ITA) of 1967.  Total income tax for the year in the 
Labuan branch was $1.7 million. 

The Taiwan branch is subject to a 20% income tax rate in Taiwan. Total income tax for the year in the Taiwan branch was $1.8 
million. 

RGA Global Reinsurance Company, Ltd. - Escritório de Representação no Brasil Ltda. is subject to a 34% income tax rate. 
Total income tax for the year in Brazil was $24.6 thousand.

The Company’s earnings are not effectively connected to the U.S, therefore, there are no U.S. income taxes required in 2020 or 
2019.  

Note 8  SHAREHOLDER'S EQUITY

The Company is authorized to issue 0.5 million  shares of $1.00 par value common shares. The Company had issued 0.5 million 
common shares with a stated value of $0.5 million as of December 31, 2020 and 2019.

The Company is registered under the Bermuda Insurance Act 1978 (the "Act") and amendments thereto and related regulations, 
which require that the Company maintain a minimum solvency margin. The minimum solvency margin required at 
December 31, 2020 is the greater of $8.0 million or 2% of the first $500 million of statutory assets of the Company plus 1.5% 
of statutory assets of the Company above $500 million. The Company is required to calculate an enhanced capital requirement 
("ECR") and target capital level ("TCL") as prescribed by or under rules made under Section 6A of the Act, which are 
additional capital and surplus requirements to the minimum solvency margin. The Company's ECR is the higher of the 
Bermuda Solvency Capital Requirement ("BSCR") model and the minimum margin of solvency. The TCL is calculated as 
120% of the ECR. As of December 31, 2020, the statutory capital and surplus of the Company was $500.6 million, and has met 
the solvency requirements.
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The Bermuda Monetary Authority considers prepaid and fixed assets non-admitted assets. As non-admitted assets, such 
balances were reflected as a reduction of statutory surplus, and reinsurance assets and liabilities were presented net of 
reinsurance.

In 2020, the Company did not receive any capital contributions. In 2019, the Company received a $70 million cash contribution 
from RGA Barbados.

Note 9  RELATED-PARTY TRANSACTIONS

The Company transacts business with affiliated companies on a regular basis. These transactions primarily consist of 
reinsurance agreements, administrative service agreements, and investment management agreements. In addition, the Company 
may purchase investments from or sell investments to affiliated companies. The Company had the following activity with 
affiliated companies under reinsurance agreements, administrative service agreements, and investment management agreements 
as of December 31, 2020 and 2019 (dollars in thousands):

2020 2019
Balance Sheets
Premiums receivable $ 59,394  42,463 
Reinsurance ceded receivables  521,703  527,877 
Deferred policy acquisition costs  (2,877)  (2,418) 
Affiliated note receivable  —  38,490 
Receivable from parent and affiliates  748  2,828 
Future policy benefits  389,896  448,149 
Other policy claims and benefits  446,632  628,981 
Payable to parent and affiliates  3,316  6,679 
Other liabilities  38  31 
Statements of Income
Net premiums $ (276,559) $ (259,742) 
Investment income, net of expenses  (3,707)  (449) 
Other revenues  73  (6,836) 
Claims and other policy benefits  (170,278)  (121,135) 
Policy acquisition costs and other insurance expenses  (5,550)  (23,581) 

The Company loaned CAD $50 million to RGA Life Reinsurance Company of Canada on December 19, 2019. For the year 
ended December 31, 2019, the Company accrued an insignificant amount of interest. Interest is calculated at a rate of 2.46% per 
annum. The affiliated note had a principal balance of $38.5 million as of December 31, 2019. The affiliated note had a maturity 
date of January 17, 2020, principal and interest were repaid on January 15, 2020.

Since the Company is a member of a controlled group of affiliated companies, its results may not be indicative of those of a 
stand-alone entity.

Note 10 CONTINGENT LIABILITIES

Contingencies

Litigation

The Company is subject to litigation in the normal course of its business. The Company currently has no material litigation. A 
legal reserve is established when the Company is notified of an arbitration demand or litigation or is notified that an arbitration 
demand or litigation is imminent, it is probable that the Company will incur a loss as a result and the amount of the probable 
loss is reasonably capable of being estimated.

Note 11  COMPREHENSIVE INCOME

The following tables present the components of the Company's other comprehensive income for the years ended December 31, 
2020 and 2019 (dollars in thousands):
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Before-Tax Tax (Expense) After-Tax
December 31, 2020 Amount Benefit Amount
Foreign currency translation adjustments, change arising during year  (28,609) $ — $ (28,609) 
Unrealized gains (losses) on investments:

Unrealized net holding gains arising during the year  54,086  (23)  54,063 
Less: Reclassification adjustment for net gains realized in net income  2,823  6  2,829 
Net unrealized gains (losses)  51,263  (29)  51,234 

Other comprehensive income $ 22,654 $ (29) $ 22,625 

Before-Tax Tax (Expense) After-Tax
December 31, 2019 Amount Benefit Amount
Foreign currency translation adjustments, change arising during year $ (10,594) $ — $ (10,594) 

Unrealized net holding gains arising during the year  45,508  (4)  45,504 
Less: Reclassification adjustment for net gains realized in net income  5,078  —  5,078 
Net unrealized gains (losses)  40,430  (4)  40,426 

Other comprehensive income $ 29,836 $ (4) $ 29,832 

The balance of and changes in each component of AOCI were as follows (dollars in thousands):

Accumulated
Currency

Translation
Adjustments

Unrealized
Appreciation

of Investments

Accumulated
Other

Comprehensive
Income

Balance, January 1, 2019 $ (2,438) $ (8,340) $ (10,778) 
Change in foreign currency translation adjustments  (10,594)  —  (10,594) 
Unrealized gain on investments  —  45,504  45,504 
Amounts reclassified from AOCI  —  (5,078)  (5,078) 

Balance, December 31, 2019  (13,032)  32,086  19,054 
Change in foreign currency translation adjustments  (28,609)  —  (28,609) 
Unrealized gain on investments  —  54,063  54,063 
Amounts reclassified from AOCI  —  (2,829)  (2,829) 

Balance, December 31, 2020 $ (41,641) $ 83,320 $ 41,679 

Amounts reclassified from AOCI are reflected in investment related gains, net on the statements of income.
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