Weather Derivatives Reinsurance


Sorema would like to reinsure a Bermuda based Class III company, British Indemnity, on their weather derivatives activity. To satisfy the Credit requirement of the Buyers, and instead of providing an LOC, British Indemnity offers to assign the rights to the Reinsurance Certificate to the Buyers. This will allow the Buyers to get direct access to and rely upon Sorema NA Re’s credit and rating.

The assignment will function as follows: “the ISDA counterpart will enter into an ISDA Agreement with British Indemnity hereafter referred as Company A.  Company A will enter into an insurance policy with another British Indemnity company, hereafter referred as Company B. This would constitute the “AB Agreement”; the policy will be subject to Bermuda law as opposed to the ISDA which is governed by New York law.  Company B will, contemporaneously, enter into a facultative reinsurance agreement with SOREMA Re (“SOREMA Agreement”).   At the time that the above-referenced contracts are entered into, Company B will assign its rights to reinsurance receivables under the SOREMA Agreement to Company A (the “Reinsurance Assignment”).  At the same time, Company A will assign both its rights to insurance receivables under the AB Agreement as well as its rights under the Reinsurance Assignment to the ISDA counterpart.  We believe that under Bermuda insolvency law these assignments will not be viewed as part of the estate of any future insolvent company. Therefore, the ISDA counterpart has some guarantee that it will be protected in the event of a future default of British Indemnity, and it will be entitled to collect payments made by Sorema N.A.. The ISDA counterpart may seek comfort from Sorema NA’s Rating (A AM&Best, A+ S&P).”
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The necessity of having two companies between the Buyer and Sorema NA Re comes from Sorema’s ineligibility to issue Reinsurance Certificates on ISDA contracts governed by New York laws.
