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Representations & Warranties Insurance (RWI)

Fast Facts
O RWI allocates certain financial risks to the insurer O Available coverage amounts typically range from
for losses resulting from breaches of the sellers’ ~$4M-$40M per policy, with certain insurers able to
representations and warranties in the acquisition provide $40M+ per policy and with smaller limits (e.g.,
agreement. ~$2M-$3M) sometimes available for smaller transactions;
. . . . for larger transactions, insurance towers (similar to
O When the buyer is the insured (buy-side RWI policy),

lending syndicates) can provide hundreds of millions of

RWI can replace or reduce the need for a holdback or .
dollars in RWI coverage.

escrow, or it can supplement the protection provided
by a holdback or escrow. O Common RWI industry exclusions typically include known
. . or expected breaches, purchase price adjustments,

O Wh'en the sellers zj,zre'the insured (sell-side RWI breaches of covenants, predictions or forward-looking
policy), they remain liable under the M&A agreement statements, unfunded/underfunded pension plans, net
ar.1d ,RWI compensates them for covered losses operating loss (NOLs) and, for sell-side RWI policies, seller
within the holdback or escrow layer, or for clawback fraud: deal-specific exclusions and “deemed” wording
risk with respect to covered losses the buyer claims may also apply. Certain underwriting shops exclude
against sellers outside a holdback or escrow layer. COVID-19 matters, others review the risk case-by-case.

O In the U.S. market, several thousand RWI policies O

» Following submission of preliminary underwriting
bound annually among 20+ underwriting shops.

materials and receipt of non-binding quotes, which

O RWI premium typically ranges from ¥3%-3.5% of generally takes several business days, the formal
the insured amount (downward trend over the last underwriting process generally takes 1-2 weeks and
few years is resulting in many opportunities pricing requires payment to the RWI insurer of a non-refundable
below 3%). underwriting fee (typically ¥$25,000-$50,000,

depending on transaction size, complexity level, etc.), with

. ) . ~yop_
O RWI retention (deductible) typically ranges from ~1% tighter time-frames sometimes feasible.

2% of the transaction value (downward trend over the
last few years), often dropping to a lower level 12-18

months after closing. Contact

O Underlying transaction sizes typically range from SRS Acquiom
~$20M to well over $1B, although larger and smaller 950 17th Street, Suite 1400, Denver, CO 80202
transactions may qualify. 303.648.4085

sales@srsacquiom.com

Transactional risk insurance products or services may not be available in all states, and coverage is subject to actual policy language. Non-insurance products and services may be provided by affiliated
companies or unaffiliated thirvd parties. Insur:
and Acquiom Insurance Solutions LLC in California.

nce products placed by SRS Acquiom’s affiliate Acquiom Insurance LLC (CA License OK36258), which operates as Acquiom Insurance Services in New York

SRS Acquiom offers the most comprehensive platform to help deal parties manage complex

financial transactions within mergers & acquisitions and bilateral or syndicated loan deals.

Our solutions include paying and escrow agent services, online document solicitation and

. reporting, representations and warranties insurance brokerage, professional shareholder

and eSCrow SOlutlonS representation, and for loan and credit transactions, independent administrative, collateral

and sub-agent services. Since 2007, we have helped businesses, investors, lenders, and

advisors complete transactions as efficiently and effectively as possible so they can focus
303.648.4085 | srsacquiom.com on building strong businesses and maximizing value.
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