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1 INTRODUCTION 

Background 

1.1 I have been appointed by ReAssure Life Limited (“RLL”) and ReAssure Limited (“ReAssure”) to report, pursuant to 
Section 109 of Financial Services and Markets Act 2000 (“FSMA”), in the capacity of the Independent Expert, on 
the terms of the proposed scheme (“the Scheme” or “this Scheme”) providing for the transfer of the entire business 
of RLL to ReAssure and for the reallocation of certain ReAssure policies from the Windsor Life With-Profits Fund 
(“WLWPF”) to the ReAssure Non-Profit Fund (“RNPF”). The Scheme will be presented to the High Court of Justice 
of England and Wales (“the Court”) for sanction under Section 111 of FSMA. 

1.2 I prepared a report dated 9 September 2016 (“my main report”) in which I considered the proposed Scheme, and 
the purpose of this report (the “Supplementary Report”) is to provide an updated assessment of the likely effects of 
the proposed transfer.  This includes consideration of whether the conclusions reached in my main report remain 
valid in light of the updated financial information received, any other relevant significant events subsequent to the 
date of the finalisation of my main report, and any policyholder feedback or queries in relation to the Scheme.  

1.3 My appointment as Independent Expert was approved by the Prudential Regulation Authority (the “PRA”), after 
consultation with the Financial Conduct Authority (the “FCA”). 

1.4 Details of the scope of my appointment, my qualifications, disclosures and reliances and limitations are provided in 
my main report.  In preparing this Supplementary Report, I have received all the information requested from RLL 
and ReAssure, and Appendix 3 contains a list of the key documents which I have considered. 

1.5 This Supplementary Report should be read in conjunction with my main report. The reliances and limitations set out 
in Section 1 of my main report apply equally to this Supplementary Report.  Defined terms used in my main report 
have the same meaning in this Supplementary Report. 

Regulatory and professional guidance 

1.6 The Supplementary Report has been prepared subject to the terms of the Technical Actuarial Standard (“TAS”) 
applicable to Transformations (“Transformations TAS”) issued by the Financial Reporting Council.  In my opinion, 
my Supplementary Report complies with the Transformations TAS and is compliant with those elements of the 
TASs on Data, Modelling, Reporting and Insurance that are applicable to transformations.  In complying with these 
requirements, I note that a number of the key documents listed in Appendix 3 have been prepared or reviewed by 
individuals who were subject to professional standards in undertaking their work, including, where appropriate, TAS 
requirements. 

1.7 In the context of the TASs, my main report and this Supplementary Report are component reports which together 
form an aggregate report. 

1.8 In accordance with the Actuarial Profession Standards (“APS”) issued by the Institute and Faculty of Actuaries, APS 
X2 requires members to consider whether their work requires an independent peer review.  

1.9 In my view this Supplementary Report does require independent peer review and this has been carried out by a 
senior actuary in Milliman LLP who has not been part of my team working on this assignment. 

Jersey and Guernsey 

1.10 As mentioned in my main report, similar schemes are to be presented to: 

 The Royal Court of Jersey to transfer the long-term insurance business in respect of policies issued to residents 
of Jersey by RLL; and 

 The Royal Court of Guernsey to transfer the long-term insurance business in respect of policies issued to 
residents of Guernsey by RLL. 

1.11 I confirm that the comments and conclusions in this Supplementary Report apply to all policyholders of RLL and 
ReAssure, irrespective of their place of residence and/or the jurisdiction within which the business is said to be 
carried on or in which their policy was issued.  References to “the Scheme” or “this Scheme” should be taken to 
include the local schemes in Jersey and Guernsey. 
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The structure of this Supplementary Report 

1.12 In Section 2 of this Supplementary Report I consider the implications for my assessment of the Scheme of the 
changes in the solvency positions of RLL and ReAssure between 31 December 2015 and 30 June 2016.   

1.13 In Section 3 of this Supplementary Report I describe developments since 30 June 2016 and any implications for 
my conclusions in respect of the proposed Scheme. 

1.14 Section 4 of this Supplementary Report covers the implications of the proposed Scheme for policyholders’ 
reasonable expectations. 

1.15 Section 5 of this Supplementary Report covers correspondence between the companies and their policyholders, as 
well as the specific issues raised by policyholders of RLL and ReAssure. 

1.16 Section 6 of this Supplementary Report covers other considerations arising from the Scheme. 

1.17 Section 7 of this Supplementary Report contains my updated conclusions on the Scheme. 

1.18 The appendices contain financial information as at 30 June 2016 in respect of RLL and ReAssure and a list of the 
key documents relied upon in the compilation of this report. 
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2 THE SOLVENCY POSITION AS AT 30 JUNE 2016 AND THE IMPACT ON MY 
CONCLUSIONS 

The financial information as at 30 June 2016 

2.1 The conclusions in my main report were based on the financial information provided by RLL and ReAssure as at 
31 December 2015.  

2.2 I have been provided with Solvency II financial information as at 30 June 2016 (including pro forma post-Scheme 
financial information) and I have reconsidered the conclusions set out in Section 12 of my main report in light of this 
new financial information. 

2.3 I have not carried out an independent review of these Solvency II results as at 30 June 2016.  

2.4 In respect of the ReAssure and RLL Solvency II results as at 30 June 2016: 

 The results have been approved by the ReAssure Combined Technical Committee (which includes the CFO, 
CRO and Chief Actuary) and notified to the ReAssure and RLL Boards. 

 A separate team within the Actuarial Function is responsible for checking and reviewing these results, and the 
results are then approved by ReAssure’s and RLL’s Technical Provisions Committee, which includes 
representation from ReAssure’s and RLL’s Actuarial and Risk teams, and Swiss Re’s group actuarial review 
team. 

 A “Solvency II ISAE 3000 Reasonable Assurance Review” has been undertaken by Deloitte which resulted in 
a positive opinion in respect of the Solvency II returns of ReAssure and RLL as at 30 June 2016.  The review 
raised a point in relation to judgement that had been applied in the valuation of reinsurance assets, as well as 
a few other points related to the ARUK Group balance sheet, but noted that there was no remediation required 
in these areas.  The point in relation to reinsurance assets was highlighted as an area of potential prudence in 
ReAssure’s and RLL’s valuations.  A number of control findings were also set out in the Deloitte review, as well 
as a reporting classification issue; these do not affect the SCR or available own funds. 

2.5 The results as at 30 June 2016 for both RLL and ReAssure have been submitted to the PRA as part of the standard 
quarterly Solvency II reporting process.  Therefore, whilst the PRA has confirmed that it has not scrutinised these 
figures, and therefore no reliance can be placed upon this, both sets of figures have undergone robust internal 
review, as described above, in order for them to be reported to the PRA.  

2.6 Given the level of scrutiny to which the financial information in respect of both companies has been subject, I 
consider it reasonable to rely upon it in the reconsideration of my conclusions for this Supplementary Report. 

Changes in market conditions since 31 December 2015 

2.7 A number of economic and political developments have taken place since 31 December 2015, and these have been 
reflected in the updated Solvency II financial information as at 30 June 2016.  The main changes in the financial 
positions of RLL and ReAssure are described below. 

2.8 There have been some significant changes in the financial markets between 31 December 2015 and 30 June 
2016, in particular:  

 The risk-free spot curve1 published by EIOPA fell by an average (unweighted average of the first 20 years of 
spot rates) of 98 bps; 

_______________________________________________________________________________ 
1 A risk-free spot curve provides annual risk-free rates of interest at various durations. The Solvency II Best Estimate Liabilities are calculated by 
discounting future expected cashflows according to risk-free spot curves published by EIOPA in different currencies. Changes to the EIOPA risk-
free spot rates will change the Solvency II technical provisions and therefore the EIOPA risk-free spot curves have a direct impact on the solvency 
of the insurer. EIOPA publishes risk-free spot curves on a monthly basis for all major liability currencies within the EU insurance market. 
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 Credit spreads2 increased at most durations; and 

 Equity markets exhibited high volatility. 

2.9 In addition, in a referendum held on 23 June 2016, a majority voted for the UK to leave the European Union, 
which has led to considerable political upheaval in the UK and significant turbulence in both UK and global 
financial markets. 

Other developments since 31 December 2015 

2.10 In June 2016, dividends of £336 million and £70 million were paid by ReAssure and RLL respectively. 

2.11 ReAssure has not recalculated its Transitional Measure on Technical Provisions (“TMTP”) at 30 June 2016; its 
TMTP at 31 December 2015 was zero and ReAssure expected this to remain the case at 30 June 2016 following 
any recalculation.  However, an application to recalculate the TMTP of ReAssure at 31 December 2016 following 
the implementation of the Scheme has been made to the PRA, and the post-Scheme financial information as at 30 
June 2016 in this report assumes that this recalculation will take place.  This recalculation only reflects the impact 
of the implementation of the Scheme and the linear run-off of the 31 December 2015 TMTP to 30 June 2016, and 
does not reflect any changes in market conditions since 31 December 2015. 

2.12 It should be noted that the estimated post-Scheme TMTP as at 31 December 2015 is different from that presented 
in my main report.  At the time of the finalisation of my main report and in the period since then there have been 
discussions between ReAssure and the PRA in respect of the methodology used for the recalculation of the TMTP.  
As a result of these discussions, the post-Scheme TMTP as at 31 December 2015 has been reduced by 
approximately £203 million to £597 million from the £800 million that was in my main report.  

2.13 On 30 June 2016, RLL extended its matching adjustment (“MA”) portfolio to include a further £1.1 billion of eligible 
assets and liabilities.  As a result of this extension to the MA portfolio, it was agreed that RLL would not undertake 
a recalculation of its TMTP at 30 June 2016. 

2.14 ReAssure has also made an application to the PRA to vary its MA approval to include all of the asset and liability 
types covered by RLL’s approval and to use the MA in relation to the transferring RLL MA portfolio.  The application 
also seeks approval to apply the MA to index-linked annuity liabilities that are not covered by ReAssure’s existing 
approval. 

2.15 There have been no material new business transactions or changes to the reinsurance arrangements of RLL or 
ReAssure since writing my main report. 

The solvency position of ReAssure as at 30 June 2016 

2.16 The developments described above are reflected in the updated Solvency II financial information for ReAssure as 
at 30 June 2016 shown in Appendices 1 and 2.  The financial information in the appendices also assumes that the 
Phoenix Annuity Scheme (as described in my main report and below) has occurred.  

2.17 This updated financial information shows that, prior to the implementation of the Scheme:  

 The Own Funds of ReAssure have decreased from £2,222 million as at 31 December 2015 to £1,969 million 
as at 30 June 2016. 

 The excess capital above the Solvency Capital Requirement (“SCR”) has decreased from £866 million as at 
31 December 2015 to £540 million as at 30 June 2016. 

 The SCR coverage ratio has decreased from 164% as at 31 December 2015 to 138% as at 30 June 2016. 

2.18 The fall in the excess capital of ReAssure from £866 million to £540 million, and in the ReAssure SCR coverage 
ratio from 164% to 138% between 31 December 2015 and 30 June 2016 is primarily due to the dividend of £336 
million paid by ReAssure to ARUK in June 2016.   

_______________________________________________________________________________ 
2 Credit spreads are the differences in yields between risk-free government bonds and corporate bonds, and vary according to credit rating and 
bond duration. The effect of an increase in credit spreads on solvency will depend on the effect on the assets held, the technical provisions and 
the SCR. 
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2.19 It should be noted that the solvency coverage ratio as at 30 June 2016 remains in excess of that required by the 
ReAssure capital policy. 

The solvency position of RLL as at 30 June 2016 

2.20 The developments described above are reflected in the updated Solvency II financial information for RLL as at 30 
June 2016 shown in Appendices 1 and 2.  The financial information in the appendices also assumes that the 
Phoenix Annuity Scheme (as described in my main report and below) has occurred.  

2.21 This updated financial information shows that, prior to the implementation of the Scheme:  

 The Own Funds of RLL have increased from £1,913 million as at 31 December 2015 to £1,959 million as at 30 
June 2016. 

 The excess capital above the SCR has increased from £609 million as at 31 December 2015 to £632 million 
as at 30 June 2016. 

 The SCR coverage ratio has increased from 147% as at 31 December 2015 to 148% as at 30 June 2016. 

The solvency position as at 30 June 2016 assuming the Scheme had been implemented 

2.22 On a post-Scheme basis, for ReAssure: 

 The projected Own Funds of ReAssure have decreased from £4,129 million as at 31 December 2015 to £3,716 
million as at 30 June 2016. 

 The projected excess capital above the SCR of ReAssure has decreased from £1,598 million as at 31 
December 2015 to £1,100 million as at 30 June 2016.  

 The projected SCR coverage ratio of ReAssure has decreased from 163% as at 31 December 2015 to 142% 
as at 30 June 2016. 

2.23 The post-Scheme financial position of ReAssure makes allowance for the MA, the TMTP and the volatility 
adjustment (“VA”) approvals that were granted by the PRA on 9 December 2016. 

Conclusion based on the financial information as at 30 June 2016 for Reassure and RLL 

2.24 ReAssure’s projected post-Scheme financial position has weakened between 31 December 2015 and 30 June 
2016; however:  

 The ReAssure Capital Policy (the “RCP”) that applies to both ReAssure and RLL is unchanged since 31 
December 2015 and offers the same level of protection to ReAssure and RLL as it did at 31 December 2015, 
that is, it provides an approximate 1-in-10 level of confidence of maintaining 100% SCR coverage over a one 
year period.  

 It remains the case that, in the scenario where the Scheme has been implemented on 30 June 2016 and the 
RLL business transferred into ReAssure, ReAssure’s capital resources are projected to comfortably cover the 
capital required by the RCP. 

2.25 Therefore, the protection provided by the technical provisions, SCR and RCP of ReAssure after the implementation 
of the Scheme remains comparable to the protection provided by the equivalent items in both ReAssure and RLL 
prior to the implementation of the Scheme. 

2.26 I note that it remains the case that a significant proportion of ReAssure’s capital resources after the implementation 
of the Scheme will be provided by a recalculated TMTP.  Prior to the implementation of the Scheme, ReAssure’s 
TMTP is zero.  In my main report I set out why I am satisfied that it is appropriate to rely on TMTP capital in 
assessing policyholder benefit security. 

2.27 Taking into account the above, I am satisfied that the proposed Scheme will not have a material adverse effect on 
the security of the transferring RLL policies or the existing policies of ReAssure. 
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The Phoenix Annuity Scheme 

2.28 As described in my main report, there is another Part VII transfer proposed to be implemented on the same day as 
this proposed Scheme.  This is known as the Phoenix Annuity Scheme, under which it is proposed to transfer a 
block of non-profit annuity business from Phoenix Life Limited to ReAssure. If the Phoenix Annuity Scheme is 
sanctioned by the Court then it will be implemented immediately prior to this Scheme. 

2.29 I have been appointed as the Independent Expert for the Phoenix Annuity Scheme and I have considered the 
potential effects of that Scheme on the policies in ReAssure.  

2.30 The Phoenix Annuity Scheme remains separate from this Scheme and the two Schemes are capable of approval 
independently of one another. 

2.31 The Phoenix Annuity Scheme and its interaction with this Scheme is described in more detail in my main report. 

2.32 None of the events between 31 December 2015 and 30 June 2016, nor the changes in market conditions during 
that period, have changed my view that my conclusions above hold whether or not the Phoenix Annuity Scheme is 
sanctioned by the Court and implemented immediately before this Scheme. 
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3 THE SOLVENCY POSITION SINCE 30 JUNE 2016 AND THE IMPACT ON MY 
CONCLUSIONS 

Introduction 

3.1 My main report gave my conclusions regarding the proposed Scheme based on financial information for ReAssure 
and RLL as at 31 December 2015.  Appendices 1 and 2 show financial information as at 30 June 2016 and Section 
2 of this Supplementary Report updates my conclusions based on these results.  In this section I consider events 
since 30 June 2016 and the possible effects of these on my conclusions in respect of the proposed RLL Scheme.  

Changes in financial market conditions since 30 June 2016 

3.2 Financial markets have continued to be volatile since 30 June 2016: 

 The risk-free spot curve yields published by EIOPA fell in July 2016 before rising through August, September 
and October to end the quarter higher by, on average, approximately 20 bps at 31 October 2016; 

 Sterling has continued to weaken against the Euro and the US Dollar; 

 Credit spreads narrowed at most durations; and 

 Equity markets performed well (for example the FTSE All Share index rose by approximately 7% between 30 
June 2016 and 31 October 2016). 

Events since 30 June 2016 affecting ReAssure and RLL 

3.3 The RCP has remained unchanged since the finalisation of my main report. 

3.4 There have been no material new business transactions or transfers of business since 30 June 2016. 

3.5 I understand that there have been no new reinsurance agreements for ReAssure or any changes to existing 
reinsurance agreements other than in relation to some minor treaties of RLL that have been, or are in the process 
of being, restructured. 

Relevant applications and approvals for ReAssure and RLL 

3.6 During August 2016, the two MA portfolios of RLL were merged into a single MA portfolio.  Additionally, 
approximately £130 million of assets and liabilities associated with the non-reinsured part of policies covered by a 
reinsurance agreement with Aegon SE were brought into RLL’s MA portfolio. 

3.7 Variations of Permission (“VOP”) for both ReAssure and RLL in relation to the TMTP were approved by the PRA 
on 13 August 2016.  These VOPs allow ReAssure and RLL to alter the way in which the TMTP is calculated, and 
in particular allow them to reduce the Solvency I Pillar I Financial Resources Requirement that is an input to the 
TMTP calculation. 

3.8 This VOP does not affect the pre-Scheme TMTP for ReAssure or RLL, but the VOP is reflected in the post-Scheme 
estimated financial position at 30 June 2016 shown in this supplementary report. 

3.9 As described in Section 2 of this report and in my main report, there is another Part VII transfer proposed to be 
implemented on the same day as the RLL Scheme: the Phoenix Annuity Scheme.  

3.10 In addition to the items above and in anticipation of both the Phoenix Annuity Scheme and the RLL Scheme, 
ReAssure made applications to the PRA to: 

 Recalculate its TMTP at 31 December 2016 following the implementation of the Scheme. This application also 
sought to revise the methodology for allocation of the TMTP between ring-fenced funds. 

 Extend the use of its VA approval to include approximately £1.2 billion of transferring deferred annuity business. 

 Create a MA portfolio in the RNPF to replicate the terms of RLL’s MA portfolio. 
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 Vary its MA approval to include all of the asset and liability types covered by RLL’s MA approval and to use the 
MA in relation to the transferring RLL MA portfolio.  The application also seeks approval to apply the MA to 
index-linked annuity liabilities that are not covered by ReAssure’s existing approval. 

3.11 The PRA confirmed these approvals to ReAssure in a letter dated 9 December 2016.  

3.12 Given these approvals it remains the case that ReAssure will continue to cover its SCR and the requirements of the 
RCP and there is no reason to change my conclusions in respect of the RLL Scheme. 

The solvency position of ReAssure and RLL since 30 June 2016 

3.13 ReAssure and RLL undertake estimates of their Solvency II financial position on a monthly basis.  These estimates 
are not audited valuations and are not published; their purpose is to verify ongoing solvency to the management of 
ReAssure and RLL, and to the PRA, between formal valuations. 

3.14 I understand that the most recent available solvency estimates for the RNPF and Guardian Non-Profit Fund 
(“GNPF”) show that the ratio of Own Funds to SCR for RLL and ReAssure are estimated to be largely unchanged 
from those reported at 30 June 2016.   

3.15 Given these results, the estimated post-Scheme SCR coverage ratio of ReAssure would also expected to be close 
to its 30 June 2016 value. 

3.16 As a result, these solvency estimates do not give cause for concern that my conclusions from Section 2 of this 
report would change based on the events since 30 June 2016.  

Conclusion based on the solvency after these events since 30 June 2016 

3.17 I have considered the latest available management information provided to me by RLL and ReAssure in respect of 
the solvency positions of the two companies at dates subsequent to 30 June 2016.  The latest of these was as at 
31 October 2016 and took account of the developments above.  

3.18 Nothing in that information changes the conclusions reached in Section 12 of my main report. 

The Phoenix Annuity Scheme 

3.19 As described in Section 2 of this report and in my main report, there is another Part VII transfer proposed to be 
implemented on the same day as this proposed Scheme: the Phoenix Annuity Scheme.  

3.20 None of the events since 30 June 2016, nor the changes in market conditions during that period, have changed my 
view that I am satisfied that my conclusions above hold whether or not the Phoenix Annuity Scheme is sanctioned 
by the Court and implemented immediately before this Scheme. 
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4 THE REASONABLE EXPECTATIONS OF POLICYHOLDERS 

The unit-linked policyholders of RLL 

4.1 As set out in Section 7 of my main report, for unit-linked policies in RLL, following the implementation of the Scheme, 
equivalent new linked funds will be set up within the relevant sub-fund of ReAssure to which the transferring policies’ 
benefits will be linked.  In relation to these linked funds, at the Transfer Date:  

 There will be no changes to the investment objectives when compared with the RLL linked fund in question 
immediately prior to the Transfer Date; 

 There will be no changes to the charges when compared with the charges in the RLL fund in question 
immediately prior to the Transfer Date; and 

 There will be no change to the methodology used to determine unit prices when compared to the methodology 
used in the RLL fund in question immediately prior to the Transfer Date. 

4.2 During the first half of 2017, it is planned that the custodianship, fund administration and pricing of unit-linked funds 
be transferred to suppliers used for ReAssure’s existing unit-linked business.   

4.3 The changes to fund administration and unit pricing operations will result in a number of changes to the RLL funds 
but these are minor and not expected to be material and it should be noted that these changes are not a direct 
result of the Scheme.  The changes will be subject to approval by ReAssure’s Unit Pricing Committee and review 
by ReAssure’s Treating Customers Fairly Committee and Fairness Committee. 

4.4 In relation to the planned changes to the RLL unit-linked policies, I note the following: 

 The situation immediately following the implementation of the Scheme for RLL’s unit-linked policies will be, for 
all practical purposes, the same as that immediately prior to the Transfer Date; 

 There will be no changes to the investment objectives when compared with the RLL linked fund in question 
immediately prior to the Transfer Date; 

 The changes planned for 2017 in relation to unit-linked policies are not expected to be material; 

 The changes planned for 2017 in relation to unit-linked policies will be subject to ReAssure’s internal 
governance processes around customer fairness; and 

 The changes planned for 2017 are changes that RLL would be free to make whether or not the RLL Scheme 
is implemented, and furthermore are not dependent upon the implementation of the Scheme. 

4.5 Taking into account the points above, I am satisfied that the implementation of the Scheme will not have a material 
adverse effect on the reasonable expectations of unit-linked policyholders of RLL. 

The transferring RLL policies 

4.6 None of the events since my main report affect my conclusions regarding the effect of the Scheme on expected 
policyholder outcomes and expectations with respect to the RLL policies. In my main report this is set out in Section 
7 and, in summary, it remains the case that the implementation of the RLL Scheme will not change: 

 The terms and conditions of the policies except that the policies will become policies of ReAssure and, for the 
GWPF policies, there will be the introduction of the Fund-Merger Threshold and Non-Profit Threshold as 
described in my main report; 

 The principles, practices and exercise of discretion used in the management of the transferring policies with 
the exception of the clauses introduced for the GWPF policies in relation to the introduction of the Fund-Merger 
Threshold and Non-Profit Threshold; 

 The methodology used to calculate asset shares and surrender values of the transferring GWPF policies; 

 The charges that apply to the transferring policies; or 

 The outsourcing, policy administration, governance and asset management arrangements for the transferring 
policies.  
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4.7 I understand that there are planned changes to the asset managers used by the GWPF and, following the 
implementation of the Scheme, the GAWPF, that are due to take effect in early 2017.  These changes are 
independent of the Scheme and have been through relevant governance processes within RLL, including review 
by the RLL With-Profits Committee, and therefore I am satisfied that they do not affect my conclusions in relation 
to the proposed Scheme. 

4.8 Therefore, I remain satisfied that, in respect of the transferring RLL policies, the implementation of the Scheme will 
not have a material adverse effect on the reasonable benefit expectations of the RLL policyholders or on the 
governance, management and service standards that apply to the RLL policies.  

The existing ReAssure policies 

4.9 None of the events since my main report affect my conclusions regarding the effect of the Scheme on expected 
policyholder outcomes and expectations with respect to the existing ReAssure policies (the RNPF LT policies and 
the policies in the ring-fenced funds of ReAssure) and the Ark policies.  In my main report this is set out in Section 
8. 

4.10 In summary, it remains the case that, in respect of the ReAssure policies the implementation of the proposed 
Scheme will not change: 

 The terms and conditions of the policies; 

 The principles, practices and exercise of discretion used in the management of the policies; 

 The methodology used to calculate asset shares and surrender values of the policies; 

 The charges that apply to the policies; 

 The outsourcing, policy administration, governance and asset management arrangements for the policies.  

4.11 Therefore, I remain satisfied that, in respect of the ReAssure policies the implementation of the Scheme will not 
have a material adverse effect on the reasonable benefit expectations of the policyholders or on the governance, 
management and service standards that apply to the policies.  
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5 CORRESPONDENCE AND QUESTIONS RECEIVED FROM POLICYHOLDERS 

The policyholder communications 

5.1 As noted in Section 10 of my main report, ReAssure intended to seek a waiver from the requirement to communicate 
directly with the ReAssure policyholders in respect of the Scheme.  This waiver included dispensation not to send 
a written notice to DB policyholders and was granted by the Court at the Directions Hearing in September 2016.  

5.2 In accordance with its communications proposal, RLL sent a communication pack to all transferring RLL 
policyholders and other parties interested in the RLL policies, for whom RLL had a name and address on its 
computerised database.  The communication pack included an explanatory letter, the formal notice of the transfer, 
a summary of my main report, a summary of the Scheme and a Questions and Answers leaflet.  The communication 
pack also included information on the procedure for policyholders to follow if they would like to object to the transfer.   

5.3 The existing policyholders of ReAssure were notified of the Scheme via newspaper advertisements and the 
ReAssure/RLL website. 

5.4 RLL and ReAssure published notices in a form approved by the PRA in the London Gazette, the Edinburgh Gazette, 
the Belfast Gazette and the following national newspapers in the UK: The Daily Telegraph, The Times, The 
Guardian, The Financial Times, The Daily Mail, The Daily Express, The Sun, The Mirror and The Daily Star.  

5.5 In respect of the Guernsey scheme, RLL and ReAssure will publish notices in La Gazette Officielle on two 
occasions, and will publish notices in the Alderney Gazette and the Sark Public Notice Box in Sark. 

5.6 In addition, as required by the laws of Jersey, notice of the Jersey scheme was published within the Jersey Gazette. 

5.7 RLL and ReAssure asked the PRA to notify the supervisory authorities in all EEA states of the proposed Scheme. 
No objections have been received from supervisory authorities at the time of this report.  However, as a result of 
feedback from these supervisory authorities, RLL and ReAssure published an additional notice of the Scheme in 
the Irish Examiner and the Irish Times on 1 December 2016 and in the Iris Oifigiuil on 2 December 2016 and 
ReAssure will publish a post-transfer notice in the international edition of the Financial Times after the Effective 
Date.  

5.8 ReAssure and RLL published notices in any edition of the nine UK newspapers referred to in paragraph 5.4 above 
which was made available in the EEA states, as well as the International Financial Times. 

5.9 Policyholders and other interested parties will be able to obtain information from the ReAssure / RLL website, which 
will contain documents regarding the Scheme including the full Scheme document, my main report, a summary of 
my main report, and the communications pack regarding the Scheme.  This Supplementary Report will also be 
made available on the ReAssure/ RLL website. 

The Countrywide Assured policies 

5.10 Since my main report, it has been identified that approximately 1,400 Countrywide Assured plc (“Countrywide”) 
policyholders may be indirectly affected by the Scheme due to their investment in the GWPF via a reinsurance 
agreement between RLL and Countrywide.  Countrywide currently has a charge over the assets of RLL3 that are 
held to back unit-linked and UWP liabilities reinsured from Countrywide to the GNPF and GWPF respectively, and, 
after the implementation of the Scheme, this charge will transfer to become a charge over assets of ReAssure, in 
particular the RNPF and GAWPF.  It should be noted that the implementation of the Scheme will not lead to any 
changes to the assets or the amount of assets over which Countrywide has a charge. 

5.11 Countrywide has been notified of the Scheme and, at the time of writing this report, has not objected to the transfer. 

5.12 In addition, Countrywide wrote to the affected policyholders on 1 October 2016 to inform them of the proposed RLL 
transfer.  This communication included: 

 Confirmation of changes to the GWPF and the GWPF’s PPFM that will be brought about by the introduction of 
the Fund Merger Threshold and the Non-Profit Threshold (as defined and described in my main report); and 

 The options available if they would like to object to the transfer. 

_______________________________________________________________________________ 
3 This charge has the effect that Countrywide ranks pari passu with direct policyholders of RLL in the event of RLL’s insolvency 
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5.13 At the time of writing this report, there have been no objections to the Scheme from Countrywide policyholders. 

5.14 The assets over which Countrywide has a charge are included within the financial information relied upon for my 
analysis of the Scheme.  I am satisfied that it is reasonable for these assets to contribute to the solvency of RLL 
(pre-Scheme) and ReAssure (post-Scheme) since, in the event of the insolvency of RLL (or ReAssure after the 
implementation of the Scheme), the Countrywide policyholders would have equal priority to these assets as the 
other unit-linked policyholders in the RNPF and the other UWP policyholders in the GWPF (GAWPF after the 
implementation of the Scheme). 

Correspondence and questions received from policyholders 

5.15 RLL and ReAssure have received comments on the Scheme from policyholders via email, letter and the call centre 
that was set up by RLL and ReAssure, and I have been provided with copies of the correspondence with 
policyholders up to 7 December 2016 in respect of the Scheme, including all enquiries, objections and transcripts 
of phone calls and letters where necessary.   

5.16 I received one phone call from an RLL policyholder regarding the Scheme.  The policyholder had telephoned me in 
order to obtain more information about the Scheme and the potential effect of its implementation on his policy, and 
in my view I was able to provide this information and reassure him that there would be no material adverse effect.  
This aside, I have not received any correspondence regarding the Scheme directly from RLL policyholders or 
ReAssure policyholders. 

5.17 At the time of writing this report, there have been 49 objections to the Scheme, of which 31 remain open following 
responses from ReAssure.  The open objections cover a range of issues including: 

 Concerns around the number of company name changes (10 objections) 

 Concerns around the number of company name changes and desire to cash in annuity (4 objections) 

 Concerns about ReAssure’s ability to convert a with-profits policy to non-profit (4 objections) 

 Concerns around the financial strength of ReAssure and/or Swiss Re (3 objections) 

 Concerns around changes to the GWPF (3 objections) 

 Concerns about losing with-profits bonuses (3 objections) 

 Concerns around ReAssure being an illegitimate company and perceived misleading communications (2 
objections) 

 Acquisition of Guardian by Admin Re (2 objections) 

 Combinations of the above areas (3 objections) 

 Other areas (10 objections) 

5.18 The objections under “Other areas” included concerns around changes to terms and conditions, policyholders who 
had not received the “rebrand” letter, complaints around perceived poor treatment in the past, and complaints that 
there was insufficient information in the communications pack. 

5.19 I have addressed all of the areas listed in paragraph 5.17 below, but in my view it is useful to first reiterate the Part 
VII transfer process under FSMA. 

The Part VII process under FSMA 

5.20 It should be noted that, in accordance with FSMA: 

 For the Court to approve a proposed Scheme, the Part VII does not need to provide a benefit to policyholders 
compared to what they would receive if the Scheme did not proceed but provides a rigorous assessment of the 
transfer to ensure that affected policyholders are not materially disadvantaged, taking into account the security 
of benefits and reasonable benefit expectations.  The scrutiny of the Scheme by the High Court ensures that 
the interests of the policyholders are given appropriate consideration and that the transferee has the ability and 
capacity to manage the transferring business. 
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 Transfers of business do not require policyholder approval and individual policyholders are not able to opt out 
of the Scheme.  The transfer is subject to assessment by the High Court, taking into account the opinions of 
the Independent Expert, the PRA and the FCA with the intention that there are no material adverse effects on 
policyholders in terms of their benefit security, reasonable benefit expectations and service standards.  

Company name changes 

5.21 Whilst I understand that frequent company name changes can be confusing, these changes have already taken 
place and are not part of the proposed Scheme upon which I am required to report. 

The desire to cash in an annuity 

5.22 Some policyholders contacted RLL and expressed a wish to exchange their annuities for a cash sum.  However, 
HM Treasury announced on 18 October 2016 that plans to facilitate a secondary annuities market from April 2017 
onwards had been cancelled due to concerns over consumer protection, and therefore insurers are not, and will not 
be, permitted to allow policyholders to cash in annuities. 

Changes to the GWPF and the ability of ReAssure to convert with-profits policies to a non-profit basis 

5.23 As discussed in my main report, the Scheme will result in some changes to the GAWPF relative to the GWPF, 
including a change in the PPFM and the conditions under which it can be merged with another with-profits fund or 
converted to a non-profit basis. I am satisfied that these issues will not materially disadvantage the transferring 
GWPF policyholders on the basis that: 

 I have reviewed the changes to the PPFM and, with the exception of the fund merger and non-profit conversion 
conditions, they are minor and immaterial; 

 The ReAssure Fairness Committee, whose role is to ensure that the with-profits policyholders are treated fairly, 
has approved the changes to the PPFM; 

 I would expect fund merger options and non-profit conversion to be considered when the GWPF reaches an 
appropriate size even if the RLL Scheme is not implemented;  

 The fund merger and non-profit conversion options aim to protect the GWPF policyholders by ensuring a fair 
distribution of any inherited estate; and 

 The governance requirements around the Fund Merger Threshold and the Non-Profit Threshold include a 
requirement for approval by the ReAssure Fairness Committee, the PRA and the FCA, as well as a certificate 
from an independent expert that the proposed course of action will not materially adversely affect the 
policyholders of the GAWPF. 

The financial strength of ReAssure 

5.24 I concluded in my main report that the Scheme will not have a material adverse effect on the security of benefits of 
the policyholders of RLL and ReAssure, and as described in Sections 2 and 3 above, these conclusions remain 
based on the latest information provided to me. 

Bonuses on with-profits policies 

5.25 Two policyholders objected to the Scheme due to concerns over a potential loss of historical bonuses applied to 
their pension policies. 

5.26 With-profits bonuses are, once declared, guaranteed and are treated as guaranteed benefits.  I have concluded 
that the implementation of the Scheme will not have a material adverse effect on the financial strength available to 
support policyholders’ guaranteed benefits, and therefore I am satisfied that there is no material risk that any 
policyholder will fail to receive guaranteed benefits, including in relation to historically declared bonuses. 

5.27 Another two with-profits policyholders expressed concerns that the transfer could result in a decrease in future 
bonuses that are applied to their policies.   

5.28 In relation to this query, as discussed in my main report: 



Milliman Client Report         

December 2016                                                                                     16  

 The implementation of the Scheme will not result in any structural changes to with-profits funds, such as 
mergers or break-ups of funds, other than the transfer out of the GWPF and WLWPF of the GDUB and DB, 
which are blocks of business whose surpluses already accrue to the GNPF and RNPF respectively and not to 
with-profits policyholders. 

 The implementation of the Scheme will not result in any changes to bonus and pay-out policies applied to any 
of the with-profits funds in ReAssure or RLL. 

 Appendices 1 and 2 show that the implementation of the Scheme is not expected to affect the financial strength 
of the with-profits funds in ReAssure and RLL.   

5.29 Therefore, I am satisfied that the implementation of the Scheme will not result in a material adverse effect on the 
level of with-profits bonuses. 

Concerns around ReAssure as a company 

5.30 Given that: 

 ReAssure is an insurance company, authorised and regulated in the UK, and holding permissions to carry on 
the relevant classes of business; 

 ReAssure meets its regulatory capital requirements and its own capital policy; and 

 I have concluded that the implementation of the Scheme will not have a material adverse impact on 
policyholders’ benefit security or reasonable expectations, 

I do not have concerns about ReAssure as a suitable transferee for this Scheme. 

Concerns around policyholder communications 

5.31 I understand that the proposed Scheme can cause confusion for policyholders, particularly when it comes shortly 
after a change in control, i.e. the acquisition of Guardian by Admin Re, and a company name change, i.e. the name 
change of Guardian Assurance Limited to ReAssure Life Limited.   

5.32 However, I am satisfied that the communication pack sent out by RLL to its policyholders contained sufficient 
information about the transfer, and highlighted ways in which policyholders could obtain further information and 
raise objections to the transfer. 

Acquisition of Guardian by Admin Re 

5.33 The acquisition of Guardian (now RLL) by Admin Re has already taken place (in January 2016) and was subject to 
the PRA’s and FCA’s Change in Control process.  This acquisition is not within the scope of the proposed Scheme 
upon which I am required to report. 

Mis-selling 

5.34 Under the provisions of the Scheme, the responsibility for any mis-selling in respect of the transferring policies will 
be transferred to ReAssure and therefore, any further mis-selling complaints can be pursued with ReAssure. 

5.35 One policyholder objected to the Scheme on the basis that the terms and conditions of his contract had been broken 
as RLL must ask his permission before transferring his policy to another company. 

5.36 I understand that this policyholder has a court order in place in relation to pensions mis-selling, which was originally 
served on another insurance company and which transferred to RLL as part of a previous Part VII transfer.  It has 
been explained to this policyholder that the terms of the court order will transfer unchanged upon the implementation 
of the Scheme to become obligations of ReAssure. 

5.37 I am informed by ReAssure that, under the provisions of the Scheme, any other similar court orders in respect of 
the transferring RLL policyholders will also transfer unchanged.  
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Conclusion 

5.38 I am satisfied that RLL and ReAssure are dealing with any objections or complaints received in a reasonable way 
and are doing what they can to resolve these fully prior to the final Court Hearing. 

5.39 The policyholder enquiries received do not raise any issues that were not considered in the work leading up to my 
main report and therefore I am satisfied that the conclusions in Section 12 of my main report remain valid. 
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6 OTHER CONSIDERATIONS IN RESPECT OF THE SCHEME 

The inter-fund arrangement in respect of UWP elements of GDUB and DB policies 

6.1 The Guardian Defined Unit-Linked Business (“GDUB”) is a block of hybrid policies currently within the GWPF and 
the Defined Book (“DB”), is a block of hybrid policies currently within the WLWPF. 

6.2 Under the hybrid policies policyholders can choose to invest in both unit-linked and UWP funds.  The UWP element 
of the GDUB policies is linked to the GWPF and the UWP element of the DB business is linked to the NMWPF. 

6.3 Under the proposed Scheme both the GDUB and the DB will be transferred to the RNPF. 

6.4 Following the implementation of the Scheme, the UWP elements of the GDUB and DB will belong to policies that 
have been transferred into the RNPF.  However, these UWP elements will, through inter-fund arrangements, be 
linked to the GAWPF in the case of the GDUB, and the NMWPF in the case of the DB. 

6.5 Under the inter-fund arrangement: 

 The investment element of premiums relating to UWP funds will be paid to the GAWPF and NMWPF as 
appropriate; 

 Policyholder claims will be handled through this inter-fund arrangement via a payment from the GAWPF or 
NMWPF to the RNPF which will settle the claims to the policyholders; and 

 The management charges etc. will be paid to the RNPF from the GAWPF or NMWPF. 

6.6 Under these inter-fund arrangements, the net cash flow due from or to the RNPF will be settled in arrears.  
Therefore, for a period of time, until this settlement takes place, any UWP investment received through a 
policyholder premium would involve the establishment of a “receivable” asset within the GAWPF or NMWPF.  
Similarly, any policyholder claim in relation to UWP fund links would involve the establishment of a liability within 
the GAWPF or NMWPF until such time as the settlement in arrears takes place. 

6.7 Both the GDUB and DB blocks of business are in run-off and therefore it is to be expected that, in aggregate, 
policyholder claims would exceed policyholder premiums.  This means that the balances under the inter-fund 
arrangements will generally involve funds being paid from the GAWPF or NMWPF to the RNPF, and therefore at 
any particular point in time it is likely that the GAWPF and the NMWPF will have more funds than they should have 
due to the delay in paying claims.  

6.8 Therefore, on a net basis funds are held within the with-profits funds in anticipation of the settlement of inter-fund 
balances rather than being held in the RNPF.  GAWPF and NMWPF are with-profits funds and will therefore be 
subject to the relevant COBS 20 rules, and balances held by those funds will therefore be subject to the protections 
afforded by COBS 20. 

6.9 ReAssure management acknowledge that, although unlikely, there is the possibility that the net settlement is a 
payment from the RNPF to the NMWPF or GAWPF and that in this case the GAWPF or the NMWPF would be 
owed funds.  To provide a buffer against the notional intra-company credit risk exposure, ReAssure proposes to 
maintain a minimum balance of £1 million in both the GAWPF and NMWPF at the time of settlement of the inter-
fund balance.  These balances will be provided by the RNPF. 

6.10 I consider the figure of £1 million to be appropriate for the GAWPF as: 

 The £1 million balance represents approximately 2 months of GDUB premiums during 2015;  

 The GDUB business is in run-off and it is therefore expected that the claims owed to the RNPF by the GAWPF 
would exceed the premiums owed to the GAWPF by the RNPF after a period of 2 months;  

 The amount of single premiums is low; 

 The recent volume of switches into UWP units has been minimal in comparison to the premiums received; 

 If the inter-fund arrangement were in force in 2015, total investment element premiums paid to the GWPF from 
the RNPF would have totalled £7 million, in comparison to £113 million of claims paid from the GWPF to the 
RNPF; and 
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 The £1 million balance has been agreed by the relevant finance team within ReAssure and confirmation of this 
application will be provided to the Fairness Committee in the scheduled quarterly reporting by the ReAssure 
With-Profits Actuary. 

6.11 I also consider the figure of £1 million to be appropriate for the NMWPF as: 

 The £1 million balance represents approximately 3 months of DB business premiums during 2015;  

 The amount of single premiums is low; 

 The recent volume of switches into UWP units has been minimal in comparison to the switches out of UWP 
units; and 

 During 2015, total investment element premiums paid to the NMWPF from the RNPF totalled £4 million, in 
comparison to £70 million of claims paid from the NMWPF to the RNPF; and 

 The £1 million balance has been agreed by the relevant finance team within ReAssure and confirmation of this 
application will be provided to the Fairness Committee in the scheduled quarterly reporting by the ReAssure 
With-Profits Actuary. 

6.12 I am satisfied that the implementation of the Scheme will not result in a material diminution of the protections 
provided by COBS 20 for GDUB and DB policies that have UWP units and therefore UWP fund links. 

Changes to the Scheme 

6.13 There have been a small number of changes to the Scheme since I finalised my main report.  These are: 

 An amendment to the modification provision wording, such that any future amendments to the Scheme will 
now require: 

o Written notification to the regulators at least 28 days prior to making an application to the Court; 

o Compliance with the Court’s publicity directions; and 

o A certificate from an independent actuary stating that, in his opinion, the proposed amendment will 
not materially adversely affect the security or reasonable benefit expectations of the policyholders 
of ReAssure (including those transferred under this Scheme and any residual RLL policies). 

 The correction of a typographical error in the definition of “Transferred Liabilities”.  

6.14 I note that future amendments to the Scheme will require a process that has many similarities to the process 
involved in a Part VII transfer in relation to policyholder protection.  Therefore, although it is not possible to be 
certain of the likely effects of any future Scheme amendments, I am satisfied that any such amendment will be duly 
scrutinised at the time and will only proceed when it is concluded that any such transfer should not have a material 
adverse effect on the security of benefits or on the reasonable benefit expectations of affected policyholders. 

The secondary annuities market 

6.15 In March 2015, the government announced their plans to enable annuity policyholders to exchange their future 
payments for a cash lump sum from April 2017 onwards.  

6.16 However, on 18 October 2016, the HM Treasury announced that plans to provide this secondary annuities market 
had been cancelled due to concerns over consumer protection, largely because of an expected lack of market 
competition, and I will not comment on the secondary annuities market any further.  

The migration of the ReAssure policy administration systems 

6.17 As described in Section 10 of my main report, ReAssure intends to align the administrative arrangements of the 
policies of ReAssure and RLL, which is likely to involve the transfer of the administration of RLL policies onto 
ARUKSL’s ALPHA platform. 

6.18 Preparations in this regard are continuing and the transfer of administration is expected to take place during 2017.  
This migration will only proceed if the ReAssure policies at the time (including the transferring policies if the Phoenix 
Annuity Scheme has been implemented) are expected to receive a comparable level of servicing and administration 
following the migration. 
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6.19 Whilst such systems migrations will always involve some harmonisation of operational practices that may affect 
policyholders, in this case there have been no decisions identified that would require a change to the transferring 
policyholders’ terms and conditions.  Any decisions made in relation to this initiative are subject to ReAssure’s 
established governance processes in relation to the fairness of such decisions to policyholders.  The FCA will also 
be kept informed of developments and is able to intervene where necessary to protect policyholders. 

6.20 It should be noted that this initiative is independent of the proposed Scheme, and will proceed whether or not the 
Scheme is implemented, and therefore these changes are not strictly relevant to my considerations as Independent 
Expert. 

6.21 It should be also be noted that ARUKSL currently administers a large amount of business, including a large 
proportion of ReAssure’s business, and has maintained service levels following recent migrations.   

6.22 I remain satisfied that the potential migration to ARUKSL will not affect the service standards provided to the 
transferring RLL policyholders or the existing ReAssure policyholders. 

Tax clearances 

6.23 ReAssure submitted an application to HM Revenue & Customs (“HMRC”) on 6 October 2016 for clearances under 
Section 132 of the Finance Act 2012 with regard to the proposed Scheme. 

6.24 At the time of this report, HMRC approval in respect of this application remains outstanding, although HMRC has 
stated that it will aim to produce a response by 9 December 2016.  ReAssure has informed me that: 

 It is confident that the relevant clearances from HMRC will be forthcoming, as it believes there is strong 
evidence that tax advantage is not one of the main purposes of the Scheme; and 

 Even in the event that HMRC decides not to grant the relevant clearances, the impact of this on the post-
Scheme financial strength of ReAssure would be between £10 million and £20 million, which is not material in 
the context of my conclusions in relation to this Scheme. 

6.25 It should also be noted that, under the terms of the Scheme, should the tax clearances not be received from HMRC, 
then the Scheme can still become effective if the requirement to receive tax clearances is waived by both parties to 
the transfer.  I am informed by ReAssure and RLL that this will be the case if the tax clearances are not received. 

6.26 ReAssure has also requested confirmation from HMRC that the implementation of the Scheme would not affect the 
tax status of transferring policyholders who are UK taxpayers, in particular holders of pensions policies and holders 
of qualifying life policies.  At the time of this report, ReAssure has not received a response to this request from 
HMRC.  However: 

 A change to policyholders’ tax statuses could only occur if the implementation of the Scheme resulted in 
significant changes to policies’ terms and conditions; and 

 The only changes to policies’ terms and conditions relate to the introduction of the Fund Merger Threshold and 
the Non-Profit Threshold for GWPF policyholders, which is not the type of modification that could trigger 
changes to transferring policyholders’ tax statuses; therefore there is no reason to expect that the 
implementation of the Scheme would result in changes to the tax status of transferring policyholders who are 
UK taxpayers. 

6.27 ReAssure has a small number of in-payment pension annuities that are taxable in the Isle of Man.  The 
implementation of the Scheme will not result in any changes to the terms and conditions of these policies, and 
therefore there is no reason to expect that there will be changes to the tax statuses of Isle of Man policyholders. 

Future transactions 

6.28 Following the final Court Hearing, ReAssure may engage in subsequent transactions and Part VII transfers of long-
term business. 

6.29 Any material transactions will be subject to Board approval and more generally to ReAssure’s usual governance 
and sign-off processes.   

6.30 In addition, any future Part VII transfers of business in which ReAssure are involved will be subject to: 

 FSMA; 
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 Approval by the Court; 

 Scrutiny by the PRA and FCA; and 

 A report by an approved Independent Expert. 

6.31 Therefore, although it is not possible to be certain of the likely effects of any future Part VII transfers, I am satisfied 
that any such Part VII transfer will be duly scrutinised at the time and will only proceed when it is concluded that 
any such transfer should not have a material adverse effect on the security of benefits or on the reasonable benefit 
expectations of affected policyholders. 

Considerations in respect of the fair treatment of customers 

6.32 In 2016 the FCA has published TR16/2, which was a Thematic Review relating to “Fair treatment of long-standing 
customers in the life assurance sector”.  It has also published CP16/15, which was a consultation paper relating to 
“Capping early exit pension charges”. 

6.33 ReAssure is making allowance in its Solvency II financial position at 30 June 2016 for the impact of mailings being 
issued to unit-linked pensions policyholders offering them switches into lower charging products and funds, and 
ReAssure and RLL are also allowing for capping exit charges for those aged over 55 at 1% of the fund value.  These 
initiatives have been driven by the publication of TR16/2 and CP16/15 respectively. 

6.34 The implementation of the Scheme will have no impact on these initiatives, as they will go ahead regardless of 
whether the Scheme is implemented. 

6.35 I am therefore satisfied that there are no aspects of TR16/2 or CP16/15 that would lead me to change my 
conclusions in relation to the proposed Scheme. 

Ark Change of Control application 

6.36 Ark Life Assurance Company Limited (“Ark”) is a wholly owned insurance subsidiary of RLL, and is domiciled in the 
Republic of Ireland.  Following the implementation of the Scheme, Ark will become a subsidiary of ReAssure, subject 
to non-objection from the Central Bank of Ireland (“CBI”) under the CBI’s change of control processes. 

6.37 I understand that the CBI confirmed on 13 October 2016 that it did not object to the proposed change of control of 
Ark. 

Compliance with paragraph 44.2 of the NM Scheme 

6.38 As described in Section 11 of my main report, the RLL Scheme has certain provisions, principally dealing with the 
reallocation of the DB policies which may be considered to give rise to an amendment to the NM Scheme under the 
terms of which the DB was comprised and allocated to the WLWPF.  

6.39 As well as acting as Independent Expert for the RLL Scheme, I have been asked to provide the independent expert 
opinion required by paragraph 44.2 of the NM Scheme in relation to the impact of the amendment on the reasonable 
expectations (including taking account of appropriate obligations to treat customers fairly) and on the protections 
conferred by the NM Scheme on holders of NMPL NMF Transferred Policies and NMPL NMF Excluded policies. 

6.40 Having regard to the updated information provided to me for this supplementary report, my opinion in relation to 
paragraph 44.2 of the NM Scheme, as set out in paragraph 11.20 of my main report, remains valid. 
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7 CONCLUSIONS 

7.1 I have reviewed the updated financial information as at 30 June 2016 and the projected figures showing RLL and 
ReAssure if the Scheme had been implemented on those dates.  

7.2 As set out in Section 2 of this report, I am satisfied that it is appropriate to rely upon the Solvency II financial 
information for the reconsideration of my conclusions for this Supplementary Report.   

7.3 I have reviewed other business considerations that have developed since the finalisation of my main report. 

7.4 I am satisfied that the conclusions in Section 12 of my main report remain valid: that is that the implementation of 
the Scheme will not have a material adverse effect on: 

 The security of benefits of the policyholders of RLL and ReAssure; 

 The reasonable expectations of the policyholders of RLL and ReAssure with respect to their benefits; or 

 The service standards and governance applicable to the RLL and ReAssure policies. 

7.5 My conclusions also hold in the scenario in which the Phoenix Annuity Scheme is not implemented. 

 

 

 

 

 

 

 

 

 

Oliver Gillespie         9 December 2016 
  
 
Fellow of the Institute and Faculty of Actuaries 
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APPENDIX 1:  SOLVENCY II FINANCIAL INFORMATION PRIOR TO THE 
IMPLEMENTATION OF THE SCHEME AS AT 30 JUNE 2016 

RLL 

30 June 2016 
GNPF GWPF Total 

£m £m £m 

Assets (net of current liabilities and including 
reinsurance assets) 

12,297 4,166 15,706 

Technical provisions (11,293) (3,842) (14,380) 

Transitional deduction to technical provisions 707 87 794 

Deduction to Own Funds - (163) (163) 

Available Own Funds 1,711 248 1,959 

SCR (1,162) (165) (1,327) 

    

Excess capital  549 83 632 

    

SCR coverage ratio 147% N/A 148% 

    

Capital policy buffer (232) - (232) 

Available capital above capital policy buffer 317 82 400 

 

ReAssure 

30 June 2016 
RNPF NMWPF WLWPF Total 

£m £m £m £m 

Assets (net of current liabilities and including 
reinsurance assets) 

28,685 1,585 510 30,780 

Technical provisions (26,786) (1,481) (474) (28,740) 

Transitional deduction to technical provisions - - - - 

Deduction to Own Funds - (57) (13) (71) 

Available Own Funds 1,899 47 23 1,969 

SCR (1,369) (47) (13) (1,429) 

     

Excess capital  530 - 10 540 

     

SCR coverage ratio 139% N/A N/A 138% 

     

Capital policy buffer (274) - - (274) 

Available capital above capital policy buffer 256 - 10 266 

 
Notes: 
1) The pre-Scheme ReAssure figures above assume implementation of the Phoenix Annuity Scheme.  
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APPENDIX 2:  SOLVENCY II FINANCIAL INFORMATION AFTER THE 
IMPLEMENTATION OF THE SCHEME AS AT 30 JUNE 2016 

ReAssure 

30 June 2016 
RNPF NMWPF WLWPF GAWPF Total 

£m £m £m   £m 

Assets (net of current liabilities and including 
reinsurance assets) 

40,389 1,585 510 3,011 44,663 

Technical provisions (37,467) (1,481) (474) (2,687) (41,278) 

Transitional deduction to technical provisions 498 0 0 80 578 

Deduction to Own Funds 0 (57) (13) (177) (248) 

Available Own Funds 3,419 47 23 227 3,716 

SCR (2,412) (47) (13) (145) (2,616) 

            

Excess capital  1,007 0 10 82 1,100 

            

SCR coverage ratio 142% N/A N/A N/A 142% 

            

Capital policy buffer (482) 0 0 0 (482) 

Available capital above capital policy buffer 525 0 10 82 618 

 
Notes: 
1) The post-Scheme ReAssure figures above assume implementation of the Phoenix Annuity Scheme.  
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APPENDIX 3:  DATA RELIED UPON 

 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Document Date of document

The supplementary report of the Chief Actuary of ReAssure and RLL on the Scheme 9 December 2016 

The supplementary report of the WPA of ReAssure and RLL on the Scheme 9 December 2016 

Pre- and post-Scheme financials as at 30 June 2016 for RLL and ReAssure, pre- and post-
Phoenix Scheme 

9 December 2016 

An overview of the changes to the ReAssure Life (RLL) unit linked funds 2 December 2016 

Policyholder correspondence – Response and objection reports 7 December 2016 

Updated TMTP recalculation reapplication documentation for ReAssure 7 November 2016 

The changes to the GWPF PPFM 2 December 2016 

The Deloitte assurance review of the ReAssure (pre-RLL Scheme and pre-Phoenix Annuity 
Scheme) Solvency II financials as at 30 June 2016 

1 December 2016 


