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1. Executive summary 
For definitions of specialist terms used in this report, see the glossary in Appendix 2. 

1.1. The Proposed Transfer 

Stonebridge International Insurance Ltd (SIIL) is a UK insurer which was acquired by Global Premium Holdings Ltd 
(GPH), a company in the Embignell Group, on 28 February 2021. SIIL currently operates across the UK and the 
European Economic Area (EEA). Its current in-force policies are located in the UK, Germany, and Spain. It has run-
off exposure in 7 other EEA states.  Its operations across the EEA have utilised the EEA’s Freedom of Services 
(FofS) arrangement under the passporting regime provided for in the European Solvency II Directive.  The 
passporting regime allow firms headquartered and authorised in an EEA State to carry on insurance business 
throughout the EEA on the basis of their home state authorisation. 

Following the withdrawal of FofS rights for SIIL upon expiry of the Brexit Transition Period on 31 December 2020, 
SIIL will not legally be able to carry on the EEA business in reliance on those rights.  This means, for example, that 
in the absence of a dispensation from the local regulator or a transitional regime in the relevant EEA state for UK 
firms who previously relied on passporting rights, SIIL will not be able to issue new or renewal insurance policies 
across the EEA and may not legally be able to pay valid claims to existing EEA policyholders. 

In Germany and Spain the local regulatory authorities agreed to a further extension until 31 December 2022. This 
exception was granted specifically to allow SIIL to complete the Proposed Transfer. The Proposed Transfer is 
intended to secure continuity of cover for SIIL’s German and Spanish policyholders. The Proposed Transfer is also 
intended to safeguard the administration of valid claims to existing EEA policyholders. 

If SIIL is unable to complete the Proposed Transfer the German and Spanish policies will have to be cancelled prior 
to 31 December 2022. 

GPH also owns a cell (UIB Cell) which is part of Advent Insurance PCC Ltd, an insurance entity based in Malta 
(see section 3 for more information on Protected Cell Companies).  

To provide certainty that SIIL’s current EEA policyholders can continue to have cover after the Brexit Transition 
Period with minimum disruption, SIIL is proposing to transfer its EEA business into Advent Insurance PCC Ltd, 
acting in respect of UIB Cell (“UIB Cell”) (the Proposed Transfer).  The transfer will include SIIL’s current European 
portfolios (Spain and Germany), as well as its run-off European portfolios (Italy, France, Ireland and the Nordics). 

UIB Cell is able to operate across the European Economic Area (EEA) on a FofS basis under the passporting 
regime provided for under the European Solvency II Directive. It is licensed to write accident and sickness 
insurance policies. 

SIIL’s insurance business includes personal accident, sickness, unemployment and drivers’ protection plans and 
accidental death policies underwritten for private individuals. The EEA business currently written by SIIL is 
accidental death and accident cash plans.  

The planned Effective Date of the Proposed Transfer is 1 November 2022. 

When I refer to “UIB Cell” throughout this report I mean Advent Insurance PCC Ltd, acting in respect of UIB Cell, 
unless stated otherwise. 
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1.2. My role as Independent Expert 

SIIL and UIB Cell have jointly appointed me to act as the Independent Expert (IE) for the Proposed Transfer.  The 
Prudential Regulation Authority (PRA), in consultation with the Financial Conduct Authority (FCA), has approved 
my appointment. 

As IE, my overall role is to assess whether: 

• The security provided to policyholders of SIIL and UIB Cell will be materially adversely affected by the 
implementation of the Proposed Transfer. 

• The Proposed Transfer will have any material adverse impact on service standards experienced by 
policyholders. 

• Any reinsurer of SIIL or UIB Cell will be materially adversely affected.   

This report is my Scheme Report for the Proposed Transfer.  I will also prepare a Supplementary Report ahead of 
the Sanction Hearing for the Proposed Transfer.  The purpose of the Supplementary Report is to confirm and/or 
update my conclusions in this report, based on any new material or issues that arise. 

1.3. Summary of my conclusions 

I have set out below my summary conclusions, considering the effect of the Proposed Transfer on the following 
groups of policyholders: 

• “Non-Transferring Policyholders”, who will remain with SIIL after the Proposed Transfer. 

• “Transferring Policyholders”, who will transfer from SIIL to UIB Cell as a result of the Proposed Transfer. 

• “Existing Transferee Policyholders”, ie policyholders of UIB Cell at the time of the Proposed Transfer, who will 
remain with UIB Cell after the Proposed Transfer. 

Non-Transferring Policyholders 
At the Effective Date of the Proposed Transfer, there are projected to be 297,659 Non-Transferring Policyholders 
(made up of 270,657 in-force policies and 27,002 run-off policies), which represents 70% of SIIL’s projected pre-
transfer business by number of policyholders and 79% based on projected SII technical provisions. 

I have concluded that the security provided to Non-Transferring Policyholders will not be materially 
adversely affected by the Proposed Transfer.  I have concluded that no material impact on service 
standards is expected for Non-Transferring Policyholders following the Proposed Transfer. 

Summary rationale: 
• I am satisfied that the approaches used to calculate the Solvency II and UK GAAP technical provisions for SIIL 

are appropriate, and SIIL has confirmed that these will be materially unchanged post-transfer. 

• The SCR coverage ratio for SIIL is projected to increase from 181% to 223% as a result of the Proposed 
Transfer. 

• Further, SIIL is expected to remain well or very well capitalised throughout the 3-year projected period. 

• I am satisfied that SIIL is expected to remain well capitalised under a range of adverse scenarios.  In more 
extreme adverse scenarios, such as SIIL’s reverse stress test, I am satisfied that Non-Transferring 
Policyholders are not materially adversely affected as a result of the Proposed Transfer. 

• SIIL is not planning any material changes to how the business is carried out.  In particular, there are no plans to 
change how Non-Transferring Policyholders are serviced post-transfer. 
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Transferring Policyholders 
At the Effective Date of the Proposed Transfer, there are projected to be 125,072 Transferring Policyholders (made 
up of 70,094 in-force policies and 54,978 run-off policies) which represent 30% of SIIL’s projected pre-transfer 
business by number of policyholders and 21% based on projected SII technical provisions. 

I have concluded that the security provided to Transferring Policyholders will not be materially adversely 
affected by the Proposed Transfer.  I have concluded that no material impact on service standards is 
expected for Transferring Policyholders following the Proposed Transfer. 

Summary rationale: 
• I am satisfied that the approaches used to calculate the Solvency II, UK GAAP and IFRS technical provisions 

for SIIL and UIB Cell are appropriate.  Further, the approach currently used by SIIL to calculate the provisions 
for Transferring Policyholders will continue to be applied post-transfer by UIB Cell. 

• The SCR coverage ratio for Transferring Policyholders is expected to remain the same, at 181% immediately 
pre- and post- Transfer, as a result of the Proposed Transfer.  I therefore do not consider the security provided 
to Transferring Policyholders to be materially adversely affected by the Proposed Transfer. 

• The amount of capital available is lower in UIB Cell than it is in SIIL. However, the nature of claims of SIIL and 
UIB Cell’s business is low severity with relatively low volatility in claims from year to year. In the event of a 
particularly large claim, UIB Cell will have reinsurance in place to cover the amount in excess of £200,000. 

• Further, UIB Cell Policyholders have access to the resources of Advent Insurance PCC Ltd’s Core capital to 
pay claims in the remote case of UIB Cell insolvency. More information on Advent Insurance PCC Ltd 
(“Advent”) and the structure of protected cell companies is in Section 3.1. 

• UIB Cell is expected to remain at least well capitalised throughout the projected period. 

• I am satisfied that UIB Cell is expected to remain well capitalised under a range of adverse scenarios in relation 
to both the Transferring Business and its other business.  In more extreme adverse scenarios, for example UIB 
Cell’s reverse stress test, policyholders would still be paid in full. I am satisfied that the likelihood of such a 
scenario is also sufficiently remote such that Transferring Policyholders are not materially adversely affected as 
a result of the Proposed Transfer. 

• Transferring Policyholders who currently have access to the Financial Ombudsman Service (FOS) will lose 
access to the FOS in respect of acts and omissions taking place after the Effective Date of the Proposed 
Transfer but will continue to have access to the relevant overseas regulator and will gain access to a similar 
insurance ombudsman in Malta. 

• In the absence of the Proposed Transfer, SIIL may not be able to legally pay policyholder claims and will have 
to cancel all EEA policies. Therefore, Transferring Policyholders may be adversely affected if the Proposed 
Transfer does not proceed. In addition, Transferring Policyholders would have the disruption of having to find 
alternative future cover.  

• SIIL and UIB Cell are planning to minimise any changes to how the Transferring Business is carried out, to 
avoid disruption to the operating model or its customers.  For example, there are no changes planned to 
outsourced providers or to how Transferring Policyholders are serviced following the Proposed Transfer. 

Existing Transferee Policyholders 
Independent of the Proposed Transfer, UK risks which had previously been written into UIB Cell are being renewed 
into SIIL. This means that although as at October 2021 there are approximately 180,000 policies in UIB Cell, by 
October 2022, immediately prior to the Proposed Transfer, there are projected to be no live policies remaining. 
There will however still be technical provisions in UIB Cell to cover the run-off of policies (ie the policies that are not  
being transferred out of UIB Cell, under which there may be outstanding or potential future claims). 

At the Effective Date of the Proposed Transfer, the Existing Transferee Policyholders run-off liabilities are expected 
to make up 68% of the post-transfer projected SII technical provisions of UIB Cell. 

Additionally, given the structure of a protected cell company and the segregation of each cell’s assets, I do not 
expect there to be any material adverse impact on existing non-UIB policyholders of Advent. 

I have concluded that the security provided to Existing Transferee Policyholders will not be materially 
adversely affected by the Proposed Transfer.  I have concluded that no material impact on service 
standards is expected for these policyholders following the Proposed Transfer. 
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Summary rationale: 
• I am satisfied that the approaches used to calculate the Solvency II and IFRS technical provisions for UIB Cell 

are appropriate, and UIB Cell has confirmed that these will be materially unchanged post-transfer. 

• The SCR coverage ratio for Existing Transferee Policyholders is expected to decrease from 225% to 181% as 
a result of the Proposed Transfer.  I do not consider the security provided to Existing Transferee Policyholders 
to be materially adversely affected by this decrease as UIB Cell will still be well capitalised.  Further, UIB Cell’s 
own funds will increase from £5.3m to £5.6m as a result of the Proposed Transfer, so Existing Transferee 
Policyholders will have access to a slightly larger capital base. 

• On the face of it, the decrease in SCR coverage ratio for Existing Transferee Policyholders from 225% to 181% 
would appear to be a reduction in security.  However, the SCR is calibrated such that a 100% coverage ratio 
would equate to a 0.5% probability of insolvency over the next year.  A 181% coverage ratio therefore equates 
to a remote probability of insolvency (much lower than 0.5%).  Since the probability of insolvency is already 
remote at 181%, the difference in capital coverage ratios of 181% and 225% does not, in my opinion, equate to 
a material difference in the probability of insolvency.  

• Further, UIB Cell is projected to remain well capitalised or very well capitalised throughout the projected period.  

• I am satisfied that UIB Cell is expected to remain well capitalised under a range of adverse scenarios.  In more 
extreme adverse scenarios, such as UIB Cell’s reverse stress test, I am satisfied that Existing Transferee 
Policyholders are not materially adversely affected as a result of the Proposed Transfer. 

• UIB Cell is not planning any material changes to how the business is carried out.  In particular, there are no 
plans to change how Existing Transferee Policyholders are serviced following the Proposed Transfer. 

Further details on my conclusions, and other supporting information, are set out in this report. 

I will be reviewing these conclusions and preparing a Supplementary Report ahead of the Sanction Hearing for the 
Proposed Transfer.  The purpose of the Supplementary Report is to confirm and/or update my conclusions based 
on any new material or issues that arise.  
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1.4. Potential impact of COVID-19 on the Proposed Transfer 

The uncertainty around the impact of COVID-19 is expected to continue over the coming months and potentially 
beyond the Effective Date of the Proposed Transfer. 

SIIL and UIB’s view is that they have remained resilient to the impact of COVID-19 with no noticeable detriment 
resulting from the pandemic. This is based on emerging experience, including the following:  

SIIL 
• Accident policies are not expected to be directly exposed to COVID-19.  

• SIIL income protection policies do not include a pandemic exclusion.  However, the income protection 
policies make up a very small proportion of SIIL’s overall business. To date SIIL has not received any claims in 
relation to COVID-19 for this product.   

• If 10% of the income protection policies were to claim the maximum benefit in a year the total cost to SIIL 
would be approximately £150,000.  In my view, the likelihood of such a scenario is low.  Even in this scenario, 
the total claims payout would not materially impact the solvency of the company. 

• Across all policy types, there has been no negative impact on claims experience to date as a result of 
COVID-19, with experience tracking within the expected loss ratio range. There has been a potential reduction 
in large losses in Germany, possibly linked to lockdowns, but this could also simply be normal volatility in 
experience. 

• SIIL’s balance sheet has also been resilient during the periods of economic fluctuation. SIIL has maintained a 
low risk, highly liquid investment portfolio, and has told me it will continue to do so into the future. 

• SIIL has received a “COVID-19” claim from an Italian doctor who was hospitalised as a result of COVID-19 
and is trying to claim on his accident policy. This claim was denied at notification stage as not meeting the 
conditions of the policy (hospitalisation must be a direct result from an accident). SIIL is now awaiting a court 
summons related to this case. 

The National Institute for Insurance against Accidents at Work (INAIL) issued “Legislative Decrees” related to 
the COVID-19 pandemic and the interpretation of work accidents in the case of corona disease at work. The 
customer believes that based on this legislation SIIL should be paying the claim.  However, SIIL’s policies are 
private personal accident and sickness insurance policies governed by UK regulations and SIIL’s approach is 
the same for all accidental policies across all countries. It is SIIL’s view that an accident is clearly defined in the 
policy as sudden, unexpected and external. SIIL’s view is that this case cannot be seen as sudden or 
unexpected as the virus was breathed in over time and, as a doctor, this is a common work hazard which is 
likely to lead to illness and may be unavoidable. 

SIIL do not know the amount of this claim, however the maximum exposure under the policy is €30,000. 

• Operationally, SIIL has now transitioned to a “business-as-usual” remote working model and is not expecting 
any negative impact operationally should the pandemic continue. 

• Outsourcing arrangements with Gielisch (claims) and Comdata (customer services) continue to be managed in 
line with the PRA’s Supervisory Statements, SS1/21 Operational resilience and SS2/21 Outsourcing and third-
party risk management. 

UIB Cell 

• UIB Cell has experienced no negative impact on its claims performance as a result of COVID.   

• UIB Cell’s balance sheet was resilient during the economic fluctuations throughout the COVID pandemic.   

• 97.48% of UIB Cell’s policies in force cover accidents only.  The nature of personal accident cover is that 
events arising from COVID-19 would not be covered.  Therefore, there is no impact from the pandemic on 
these policies. 

• 2.25% of UIB Cell’s policies in force provide income protection.  All of these policies have a pandemic 
exclusion.  UIB Cell has received two claims related to COVID-19, these have been declined due to the 
pandemic exclusion on the policies. At this time there is no indication these decisions will be contested.  

• There is no legal action ongoing in respect of any COVID-19 related claims. 

• For UIB Cell, claims have been lower than expected, possibly linked to lockdowns resulting from COVID-19. 
It is possible that some treatments have been delayed due to the pandemic. This may mean that monthly 
income protection claims could last longer if claimants do not recover as quickly as they would have done 
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without a delay in treatment. However, UIB Cell does not expect this to have a significant impact and the 
maximum payment period is 2 years which mitigates the risk to some extent. I do not expect this to have a 
significant impact. 

• UIB Cell’s Health Cash plan policies do have some exposure to COVID-19.  The Health Cash plan policies in 
force represent 0.27% of UIB Cell’s policies in force.  The benefit payable in this scenario is £65 a night for up 
to a maximum of £2,600 per benefit year.  To date the UIB Cell has not received any claims in relation to 
COVID-19 for this product.   

• If 10% of the Health Cash Plan policies were to claim the maximum benefit in a year the total cost to the UIB 
Cell would be £117,600.  In my view, the likelihood of such a scenario is low.  Even in this scenario the total 
claims payout would not materially impact the solvency of the company. 

• Operationally, the UIB Cell has continued to service policyholders throughout the pandemic and has now 
approved a long-term hybrid working policy whereby staff are able to work in the office and at home. This 
means if there is ever a need for large numbers of staff to work from home operations will continue to function 
as normal. 

For SIIL and UIB Cell, large claims that can materially impact results are accidental death claims. These would not 
be adversely impacted by COVID-19.  If anything, I would expect these to reduce during periods of reduced 
economic and social activity. 

UIB Cell and SIIL have informed me that there are no other operational issues arising from COVID-19 that are 
impacting or expected to impact policyholders.  In particular, they have stated that the team has sufficient resource 
and has been able to maintain coverage with minimal disruption. 

Based on the information provided and the nature of the risks, I have concluded that COVID-19 is unlikely to have 
a material impact on the Proposed Transfer.  I will provide an update on any potential impact of COVID-19 in my 
Supplementary Report. 

1.5. Next steps 

The remainder of this report sets out my conclusions and other supporting information in more detail.  

I will be reviewing these conclusions and preparing a Supplementary Report ahead of the Sanction Hearing for the 
Proposed Transfer. The purpose of the Supplementary Report is to confirm and/or update my conclusions based 
on any new material or issues that arise.  

Specific issues that I have highlighted in this report which require further review include:  

• Considering the latest position on COVID-19. 

• Updated financial information and any findings from the audits of the SIIL and UIB Cell’s 31 December 2021 
accounts. 

• Consideration of Advent/UIB Cell’s capital management policy. 

• Any policyholder queries or objections received from policyholders or EEA regulators.  
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2. Introduction 
2.1. Background 

Part VII, Section 109 of the Financial Services and Markets Act 2000 (FSMA) requires that a scheme report (the 
Scheme Report) must accompany an application to the High Court of Justice of England and Wales (the High 
Court) to approve an insurance business transfer scheme (Part VII transfer). 

The Scheme Report should be produced by a suitably qualified independent person (the Independent Expert or IE) 
who has been nominated or approved by the Prudential Regulation Authority (PRA) having consulted with the 
Financial Conduct Authority (FCA).  The Scheme Report should address the question of whether any policyholders 
or reinsurers impacted by the insurance business transfer are adversely affected to a material extent. 

SIIL and UIB Cell have jointly nominated Charl Cronje (I or me) of Lane Clark & Peacock LLP (LCP, we, or us) to 
act as the Independent Expert for the proposed insurance business transfer scheme (the Proposed Transfer) of the 
insurance business of SIIL to UIB Cell under Section 105 of the FSMA.  The Proposed Transfer is intended to be 
effected on 1 November 2022 (the Effective Date). 

This report is the Scheme Report for the Proposed Transfer.  I will also prepare a Supplementary Report ahead of 
the Sanction Hearing for the Proposed Transfer.  The purpose of the Supplementary Report is to confirm and/or 
update my conclusions in this report, based on any new material or issues that arise. 

2.2. Embignell Group Structure 

Embignell Ltd is a company, incorporated in England and Wales, which specialises in the provision of protection 
insurance products including income protection, life insurance, personal accident, and cash plans. In 2020, 
Embignell Group established the holding company, Global Premium Holdings Ltd (GPH). 

Stonebridge International Insurance limited (SIIL) is a UK insurer which was acquired by GPH on 28 February 
2021. SIIL, prior to Brexit, operated across the UK and the European Economic Area (EEA).  Its current in-force 
policies are located in the UK, Germany, and Spain.  Its operations across the EEA have utilised the EEA’s 
Freedom of Services (FofS) arrangement.  

Advent Insurance PCC Ltd - UIB Cell is owned by UIB Holdings (Malta) Ltd, which is 100% owned by GPH, and 
ultimately by Embignell. It is a Protected Cell, within Advent Insurance PCC Ltd, a Protected Cell Company in 
Malta. For the avoidance of doubt, although the UIB Cell is owned by UIB Holdings (Malta) Ltd, Advent Insurance 
PCC Ltd as a whole is not owned by them and is not part of the Embignell Group. See section 3 for details about 
the structure of a Protected Cell Company. 
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The diagram below shows a simplified structure chart for Embignell Group. 

 

 

2.3. The Proposed Transfer 

Following the withdrawal of the United Kingdom from the European Union, UK-authorised insurers no longer have 
the rights they previously enjoyed under the Solvency II Directive to carry on insurance business throughout the 
European Economic Area without requiring authorisation in any EEA state.  As a result, SIIL no longer has an 
automatic right under European law to underwrite business in EEA States. It previously underwrote policies in 
Germany, Spain, Italy, Ireland, France, Finland, Denmark, Sweden, and Norway. The policies in all these states 
other than Germany and Spain were cancelled prior to 31 December 2020, when passporting rights for UK insurers 
came to an end.  

Policies in Germany and Spain continue in force following the agreement of the local regulatory authorities, who 
have agreed to this approach while SIIL applies for the transfer of the business to an authorised insurer 
headquartered in the European Union (EU). In the case of the German policies, coverage may continue to roll over 
from month to month provided the policyholder pays the monthly premium. In the case of the Spanish policies, a 
policy endorsement has extended coverage under the SIIL policy until 31 December 2022 or the Proposed 
Transfer to the UIB Cell is completed, whichever is sooner.  If the Proposed Transfer is not completed by 31 
December 2022, then SIIL will be obliged to cancel the German and Spanish policies. 

SIIL is proposing to transfer its EEA business to UIB Cell, which has the ability to passport throughout the EEA. 
The transfer will be effected by means of an insurance business transfer scheme under Part VII of the Financial 
Services and Markets Act 2000.   

The business to be transferred by SIIL comprises general accident and health insurance policies, predominantly 
accidental death and accident cash plans where the location of risk is an EEA state. The book is a closed book, in 
that no policies have been issued to new policyholders since 2014, in-force policies are therefore renewal policies 
only. The Transferring Policies comprise expired or cancelled policies where SIIL has outstanding liabilities plus 
renewal policies that remain in force at the date on which the transfer becomes effective.  

The purpose of the Proposed Transfer is to provide certainty that EEA policyholders of SIIL can continue to receive 
the benefit of their policies going forward notwithstanding the UK’s departure from the EU and SIIL’s resulting loss 
of passporting rights. The Proposed Transfer will also remove the risk of disruption to SIIL’s operating model and 
the administration and handling of its customers’ claims under existing policies should any available transitional 
regimes come to an end before the business has been fully run off. 

Advent Core 

Other 
Advent Cells 
not owned 

by UIB 

Advent Insurance PCC Ltd 

The UIB Cell is a constituent cell of 
Advent Insurance PCC. The UIB Cell is 
owned by UIB Holding (Malta) Ltd. Other 
cells that make up Advent and the Core 
are not part of the Embignell Group 
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As a Maltese incorporated and authorised insurer, UIB Cell is able to provide cross border insurance services 
across the EEA and will therefore be able to administer the business following the Effective Date relying on its 
passporting rights. Claims administration will continue to be carried out by the third-party administrators who 
currently handle claims on behalf of SIIL, who are based in the EU. The Proposed Transfer will therefore permit the 
continued administration of the Transferring Policies in compliance with legal and regulatory requirements in the 
EEA States where the policyholders reside, avoiding any disruption for policyholders.  

2.4. Independent Expert appointment 

My appointment 
SIIL and UIB Cell have jointly appointed me to act as the IE for the Proposed Transfer.  The PRA, in consultation 
with the FCA, has approved my appointment.  SIIL will bear the costs associated with the production of my report.  
I understand that no costs or expenses of the Proposed Transfer will be borne by policyholders. 

My experience 
I am a Fellow of the Institute and Faculty of Actuaries (IFoA) and am a holder of Chief Actuary (non-Life with 
Lloyd’s) practising certificate. 

I am a Partner in the Insurance Consulting practice at LCP. I have experience in a wide range of areas of general 
insurance actuarial work including reserving, capital, pricing, and transactions. I have acted as the IE on three 
previous Part VII transfers and have been peer reviewer on a number of other insurance Part VII transfers. 

Appendix 3 contains my CV with further details of my experience.  

Independence statement 
I confirm that the LCP Part VII Team have no direct or indirect interests in Advent Insurance PCC Ltd (Advent) or 
the Embignell Group (Embignell) or any of its subsidiaries either personally or via Lane Clark & Peacock LLP 
(LCP).  In particular: 

• The LCP Part VII team and their immediate family members are not shareholders in Advent, Embignell or any 
of its subsidiaries and are not members of any pension scheme under the management of Advent or 
Embignell; and 

• Members of the LCP Part VII team do not hold any insurance policies issued by Advent, Embignell or any of its 
subsidiaries. 

LCP has not previously worked with Advent or Embignell so there is no risk of any perceived independence 
concerns. 

2.5. Scope of this Scheme Report 

Appendix 4 contains an extract from my terms of reference, which defines the scope of my work in relation to the 
Proposed Transfer.  The actual work performed is in line with this agreed scope. 

This Scheme Report considers the effect of the Proposed Transfer upon the policyholders of SIIL and UIB Cell.  It 
contains a description of the Proposed Transfer, the methodology I have used to analyse the Proposed Transfer, 
the opinions I have formed, and reasons why I have formed those opinions. 

The use of “I”, “me” and “my” in this report generally refers to work carried out by me or by the team operating 
under my direct supervision.  However, when it is used in reference to an opinion, it is mine and mine alone. 

2.6. Use of this Scheme Report 

This Scheme Report has been produced by Charl Cronje FIA of LCP under the terms of our written agreement with 
SIIL and UIB Cell.  It is subject to any stated limitations (eg regarding accuracy or completeness). 

This Scheme Report has been prepared for the purpose of accompanying the application to the High Court in 
respect of the proposed insurance business transfer scheme described in this report, in accordance with Section 
109 of the Financial Services and Markets Act 2000.  The Scheme Report is not suitable for any other purpose. 
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A copy of the Scheme Report will be sent to the PRA and the FCA and will accompany the application to the High 
Court for sanction of the Scheme. 

This report is only appropriate for the purpose described above and should not be used for anything else.  No 
liability is accepted or assumed for any use of the Scheme Report for any other purpose other than that set out 
above. 

2.7. Reliances 

I have based my work on the data and other information made available to me by SIIL and UIB Cell.  Appendix 5 
contains a list of key data and other information that I have considered.  I have also held discussions with the 
relevant staff of SIIL, UIB Cell and their advisors. 

My analysis is based on data from two separate dates: 

• 31 December 2020 data has been used for any analysis as at that date, including SIIL and UIB Cell’s balance 
sheet as at that date.  This is the latest set of year-end audited accounts available at the time of preparing this 
report.  

• 30 June 2021 data has also been used for SIIL as the starting point for projections to October 2022 and 
beyond.  This data has been used because it is after the acquisition of SIIL by Embignell and is the latest data 
available.   

Prior to the Sanction Hearing for the Proposed Transfer, I will prepare a Supplementary Report to confirm and/or 
update my conclusions in this report, based on any new material or issues that arise. 

I have received all of the information that I have requested for the purposes of the production of my report.  In this 
respect: 

• SIIL and UIB Cell will submit witness statements to the High Court stating that all information provided to me by 
SIIL and UIB Cell is correct and complete in all material respects to the best of their knowledge, information, 
and belief. 

• Each of SIIL and UIB Cell has provided a Data Accuracy Statement confirming that the data and information 
provided to me regarding the Proposed Transfer is accurate and complete. 

• SIIL and UIB Cell have provided attestations that there have been no material adverse changes to the financial 
position of SIIL or UIB Cell since that information was provided to me. 

• SIIL and UIB Cell have read this IE Scheme Report, and each has agreed that it is correct in terms of all factual 
elements of the Proposed Transfer. 

• I have conducted basic checks on the data provided to me for internal consistency and reasonableness. 

• My checks of the data have not revealed any cause for me to doubt that it is materially appropriate for me to 
rely on the integrity of the information provided for the purpose of this report. 

The conclusions in my report take no account of any information that I have not received, or of any inaccuracies in 
the information provided to me. 

I have reviewed legal advice provided to SIIL on the following items related to the Transfer: 

• The statutory basis and form of a Protected Cell Company (PCC); 

• Segregation of assets and liabilities in a PCC; 

• Application of regulatory capital requirements to a PCC; 

• The nature of a PCC and implications for policyholder security; and 

• The impact of the Proposed Transfer on access to: 

 the United Kingdom’s Financial services Compensation Scheme; and 

 the United Kingdom’s Financial Ombudsman Service.  

This advice has been provided by counsel in the UK and in Malta. This advice seems reasonable and does not 
appear to include any material items of judgement. 
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In addition I have sought my own independent legal advice as to the validity of the Transferee, as defined in the 
Scheme as “Advent Insurance PCC Ltd, acting in respect of UIB Cell”. In my opinion this legal advice agrees with 
that provided to SIIL and confirms the validity of the Transferee.  See section 3.1. 

SIIL and UIB Cell have confirmed that they have received no other specific legal advice relevant to my role as IE 
for the Proposed Transfer.   

Figures in this report may be subject to small rounding differences and so totals within the tables may not equal the 
sum of the rounded components.   

UIB Cell’s assumed exchange rate of £1 = €1.16 has been used throughout this report to ensure consistency. 

2.8. Professional standards 

This report complies with the applicable rules on expert evidence and with the guidance for scheme reports set out 
in: 

• the PRA’s Statement of Policy issued in January 2022: The PRA’s approach to insurance business transfers; 

• FG22/1: the FCA’s guidance to the review of Part VII insurance business transfers issued in February 2022; 
and 

• the PRA Rulebook and the FCA Handbook. 

This report complies with Technical Actuarial Standard 100: Principles for Technical Actuarial Work (TAS 100) and 
Technical Actuarial Standard 200: Insurance (TAS 200) issued by the Financial Reporting Council (FRC). The FRC 
is responsible for setting technical actuarial standards in the UK. 

In producing this report, I have considered The Actuaries’ Code as issued by the IFoA. 

This report has been subject to independent peer review prior to its publication, in line with Actuarial Professional 
Standard X2: Review of Actuarial Work (APS X2) as issued by the IFoA. This peer review has been undertaken by 
Stewart Mitchell, another Partner at LCP. The peer reviewer was not involved in the production of the report. They 
have appropriate experience and expertise to act as peer reviewer of this report and have themselves been the 
Independent Expert for a number of other transfers. 

2.9. Materiality 

The FRC considers that matters are material if they could, individually or collectively, influence the decisions to be 
taken by users of the actuarial information.  It accepts that an assessment of the materiality is a matter of 
reasonable judgement that requires consideration of the users and the context. 

I have applied this concept of materiality in planning, performing, and reporting the work described in this Scheme 
Report.  In particular, I have applied this concept of materiality when using my professional judgement to determine 
the risks of material misstatement or omission and to determine the nature and extent of my work. 

In complying with the reporting requirements of TAS 100, I have made judgements on the level of information to 
include in this Scheme Report.  For example, to make the report easier to read, I have not included all the details 
that would normally be included in a formal actuarial report, such as details of the methodologies and assumptions 
underlying the reserve and capital assessments. 

2.10. Definition of “materially adverse” 

In order to determine whether the Proposed Transfer will have a “materially adverse” impact on any group of 
policyholders, it has been necessary for me to exercise my judgement in the light of the information that I have 
reviewed. 

The Proposed Transfer will affect different policyholders in different ways and, for any one group of policyholders, 
there may be some effects of the Proposed Transfer that are positive, and others that are adverse.  When 
assessing whether the Proposed Transfer will have a “materially adverse” impact, I have considered the aggregate 
impact of these different effects on each group of policyholders. 
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In the Court of Appeal judgment in the Prudential v Rothesay case, the judge commented on the word ‘material’ 
and drew the distinction between ‘real’ and ‘fanciful’ risks and that the Court should address the former rather than 
the latter. I have borne this distinction in mind when reaching my conclusions as to whether any set of policyholders 
is materially adversely affected.  

Throughout the report, I have provided the rationale for my judgements and conclusions.  These explain why, in 
each case, I have concluded whether policyholders are materially adversely affected or otherwise. 

3. Outline of Proposed Transfer 
3.1. The companies involved in the Proposed Transfer 

Stonebridge International Insurance Ltd (SIIL) – the Transferor 
Stonebridge is a private limited company governed by the laws of England and Wales. Stonebridge was 
incorporated in 1997 in England and Wales and is authorised with permission to carry out contracts of general 
insurance in the UK. 

On 28 February 2021, Stonebridge was acquired by Global Premium Holdings Limited, a subsidiary of Embignell 
Limited, from its previous owners, the Aegon Group. 

SIIL had been closed to new business since 2014 and the existing portfolio renewals have gradually decreased in 
volume. However, following the acquisition, SIIL has permissions to write new business. 

SIIL’s business comprises accident and health policies, including personal accident, sickness, unemployment and 
driver’s protection plans and accidental death policies for private individuals. The policies originally written into SIIL 
are monthly renewable policies, which renew automatically as long as the premium is paid. Going forward, as 
business renews from UIB Cell into SIIL during 2021 and 2022, there will also be Income Protection and Accidental 
Death policies which are annually renewable. 

As at 31 December 2020, SIIL had circa 188,000 in force policies, with policyholders in the UK and 9 other EEA 
states, operating on a freedom of services basis under the Solvency II passporting regime. In force policies are split 
by geography as follows: UK (43.5%), Germany (36.6%), Spain (6.8%), France (6.7%), Italy (4.5%), Ireland, and 
the Nordic region. 

The majority of policies underwritten by SIIL are Accidental Death (50.4% of policies) or Accident Cash Plan 
(45.7% of policies). The features of these products are as follows: 

• Accidental Death 

 Monthly renewable (as discussed in Section 2.3, in the case of Spanish policies, a policy endorsement has 
extended coverage under the SIIL policy until 31 December 2022 or the Proposed Transfer to the UIB Cell 
is completed, whichever is sooner. At that point, these policies will revert to the monthly renewable basis). 

 Payments are a cash benefit payable where the insured person suffers an accidental death. The death may 
occur anywhere in the world; where the insured person is an adult, the amount payable is dependent on 
the type of accident which causes the death. 

• Accident Cash Plan 

 Monthly renewable. 

 Payments are a daily benefit in the event of hospitalisation as a direct result of the insured person having 
an accident. 

The following table shows key financial information of SIIL as at 31 December 2020, the latest set of audited year-
end accounts. 

SIIL key financials – £m as at 31 December 2020 

UK GAAP Profit and Loss Account UK GAAP Balance Sheet 

Gross premiums written 22.5 Net assets 30.7 

Net profits after tax 5.9 Technical provisions 5.7 
Source: SIIL.  As at 31 December 2020 
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Advent Insurance PCC Limited, acting in respect of UIB Cell (UIB Cell) – The Transferee 
The Transferee in the Proposed Transfer is Advent Insurance PCC Ltd, acting in respect of UIB Cell.  

Below, I set out further information on: 

• Advent Insurance PCC Ltd; 

• the UIB Cell, to which the Transferring business will be allocated; and  

• the structure of a Protected Cell Company. 

Advent Insurance PCC Limited (Advent) 
Advent is a Protected Cell Company (PCC) which is a single legal entity consisting of a ‘core’ around which several 
‘cells’ are created. Created cells are each separate legal entities with regards to their assets, liabilities and tax 
positions and can be owned by independent organisations whilst operating under the PCC corporate structure. 
Further detail about PCCs is provided in the following section. 

Advent was established in Malta in 2011 and approved and regulated by the Malta Financial Services Authority. It 
is capitalised in accordance with EU Statutory Requirements. It is licensed for all classes of general insurance 
business under the European Solvency II Directive and has the ability to write business in all EU and EEA 
territories. 

As at 31 December 2020, Advent had four operational cells open to new business: 

• Absolut Cell: providing travel cancellation insurance to customers primarily based in Belgium, plus loss of 
licence insurance. 

• UIB Cell: providing accident and sickness and income protection insurance to customers based in the UK. 

• Unlimited Care Cell: providing private medical insurance to customers based in Portugal and Spain. 

• Autorama Cell: providing motor return to invoice finance ‘gap’ cover and property damage for business 
equipment in the UK. 

In addition:: 

• Freedom Health Cell is a cell in run-off: it provided private medical insurance to customers based in the UK and 
Germany. This cell stopped writing business on 1 March 2019. 

• AIF Cell and Finance One Cell have both closed during 2022. 

The Core itself also provides insurance for French loss of rent cover. This business in now in run-off. 

This Proposed Transfer is part of UIB Cell’s own response to Brexit, rather than Advent’s. The only other cell in 
Advent which has UK policies is Autorama Cell. UIB Cell’s Existing Policyholders have no exposure to 
Autorama Cell and therefore Autorama Cell’s Brexit strategy is not relevant to UIB Cell’s ability to continue to 
service Existing Policyholders or the Transferring Policyholders post-Transfer. 

Individual cells operate independently of one another and the assets and liabilities of each cell are segregated, by 
law, from those of the other cells and from the core. This means that adverse events impacting one cell would not 
impact other cells. 

It should be noted that UK policies in UIB Cell (and any other cell such as Autorama Cell) can continue to be 
serviced post Brexit, and therefore claims paid, in line with the below.  

Advent Insurance PCC is in the Temporary Permissions Regime (TPR), and therefore has deemed Part 4A 
permission both to underwrite new contracts and carry out existing contracts notwithstanding Brexit. Should it leave 
the TPR without becoming fully authorised it will go into the Financial Services Contracts Regime, which means it 
will be exempt from the general prohibition and able to carry out any regulated activities necessary to perform its 
obligations under contracts of insurance concluded before it left the TPR, without requiring authorisation, for a 
period of 15 years.  Authorisation applies at legal entity, not at individual cell level and it is therefore Advent PCC’s 
authorisation status that is relevant. 

Advent has a slot to submit an application for a UK branch license by 30th September 2022. 
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The following table shows key financial information of Advent as at 31 December 2020, the latest set of audited 
year-end accounts. 

Advent key financials – €m as at 31 December 2020 

IFRS Profit and Loss Account IFRS Balance Sheet 

Gross premiums written 12.7 Net assets 26.3 

Net profits after tax 3.4 Technical provisions 6.2 
Source: Advent Insurance PCC Limited Annual Report as at 31 December 2020 

This is split between the Core and the Cell companies in the following way. 

The Core key financials – €m as at 31 December 2020 

IFRS Profit and Loss Account IFRS Balance Sheet 

Gross premiums written 1.1   Net assets 5.2 

Net profits after tax 0.1 Technical provisions  0.8 
 

The Cells key financials – €m as at 31 December 2020 

IFRS Profit and Loss Account IFRS Balance Sheet 

Gross premiums written 11.6 Net assets 21.1 

Net profits after tax 3.3 Technical provisions  5.5 
 

For the purposes of my assessment, I have considered the financial resources of the UIB Cell and not the full 
Advent PCC consolidated position unless stated otherwise. In the event of insufficient funds in the UIB Cell, there is 
automatic access to the Advent Core.  

Should capital be diminished in the Core, for example by the insolvency of another cell, there is no requirement for 
the UIB Cell to contribute to the recapitalisation of the Core. No other cell has recourse to the assets of UIB Cell. 

Each cell within Advent has a dedicated committee to manage the cell business and operations, to receive reports 
from service providers and to act in an advisory capacity to the Advent Board in relation to the cell’s business. Each 
cell committee includes representatives of the cell shareholders, Advent Board, and the Managers. The cell 
committees meet at least quarterly and report to the Advent Board. 

Advent Insurance PCC Limited - UIB Cell 
UIB Cell is one of the constituent cells of Advent, which is regulated by the Malta Financial Services Authority 
(MFSA). It is intended that the transferred business will be allocated to this Cell. 

The UIB Cell is licensed by the MFSA to write Class 1 business (Accident) and Class 2 business (Sickness). The 
UIB Cell currently underwrites low value income protection and accident and sickness insurance in the United 
Kingdom. The UIB Cell’s current licence covers the classes of business in the Proposed Transfer as all of the 
transferring business is Class 1 or Class 2. 
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The Cell is owned by UIB Holding (Malta) Ltd, which is owned by Global Premium holdings (GPH) which is in turn 
wholly owned by Embignell Ltd. The structure of UIB Cell is shown in the diagram below: 

 

Unless stated otherwise, when I refer to the financial position of UIB Cell, I mean the cell only and not Advent as a 
whole or the Core. 

The main products underwritten by UIB Cell are shown in the table below: 

Product Proportion by Number of Policies Proportion by Claims Reserve 

Income Protection 3% 45% 

Personal Accident and Accidental 
Death 

3% 11% 

Accident Protection Plan 4% 10% 

50+ Personal Accident Plan 9% 27% 

£5k Free Accident Cover 79% 2% 
 

The main features of these products are as follows: 

• Income protection Plan (monthly and one-off benefit) 

 Annually renewable. 

 Pays out monthly cash benefits in the event where a policyholder is unable to work due to an illness, injury, 
or accident.  

 In one version of the policy, an accidental death coverage was also included. 

 Benefits payable for a maximum of two years. 

 Average claim £6k. 

• Personal Accident and Accidental Death 

 Monthly renewable. 

 Pays a cash lump sum if a person covered under the policy dies or suffers from permanent injury resulting 
from an accident. 

 Average claim £50k. 

Absolut 
Cell

Autorama 
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Core UIB Cell
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• Accident Protection Plan 

 Monthly renewable. 

 Pays a cash benefit upon death and/or if confined in hospital as a result of accident. 

 Average claim £10k. 

• 50+ Personal Accident Plan 

 Monthly renewable. 

 Pays a cash lump sum if the insured sustains a bodily injury that leads to death, fractures, burns or 
dislocations. 

 Average claim £3k. 

• £5k Free Accidental Death Cover 

 Free accidental death cover.  

 12-month policy. 

 Pays out a lump sum upon death as a result of an accident. 

 Average claim £5k. 

All in-force risks in UIB Cell currently are UK based risks. Following Brexit, from October 2021, these risks started 
to renew into SIIL. The transfer on renewal is being staggered over a 12-month period and all policies will have 
transferred by September 2022. It is expected that no in-force UK risks will remain in UIB Cell by the Effective Date 
of the Proposed Transfer. However, UIB Cell will have remaining UK liabilities from expired policies (ie these are 
not being transferred out of UIB Cell). 

SIIL and UIB Cell have confirmed that there are no other insurance business transfers expected into UIB Cell or 
related to either SIIL or UIB Cell. 

The following table shows key financial information of UIB Cell as at 31 December 2020, the latest set of year-end 
accounts. 

UIB Cell key financials – €m as at 31 December 2020 

IFRS Profit and Loss Account IFRS Balance Sheet 

Gross premiums written 7.0 Net assets 4.9 

Net profits after tax 1.2 Technical provisions  2.0 
Source: UIB Cell. As at 31 December 2020 

Protected Cell Company 
A Protected Cell Company (PCC) is a single legal entity made up of a Core and a number of cells.  The cells are 
separate and distinct from each other.  The assets and liabilities of each cell are segregated, at law, from those of 
the other cells and the core, and a creditor of any one cell can only access the assets of that particular cell (plus 
the Core in the event that the cell’s assets have been exhausted).  

In the event that the PCC’s Core assets are reduced as a result of calls on those assets by insolvent cells, the PCC 
core has no access to the assets of solvent cells to make up the shortfall. 

Each individual cell is required to calculate and meet its own Solvency Capital Requirement (SCR) as assessed 
under the Solvency II Standard Model, in respect of its own liabilities.  

From a regulatory perspective, a PCC files a single annual return, and separate Quarterly and Annual Quantitative 
Reporting Templates (“QRTs”) are returned for each cell. Regulatory approval is required in relation to the business 
plan of each cell. The PCC as a whole is required to maintain its own SCR assessment and each cell continues to 
have recourse to the Core fund.  The assets representing the Minimum Capital Requirement (MCR) are held at 
Core level. 

In the event of insufficiency of cellular own funds the legal default is automatic recourse to the Core. However, 
individual cells are not exposed to either the Core’s own risks or the risks of other cells and their assets cannot be 
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used to meet shortfalls in any other part of the PCC.  The Core is separately capitalised for its own Core risks but 
as mentioned above must also maintain at least the minimum level of capital required under Solvency II. 

Independent Legal advice as to the validity of the Transferee to accept business 
I have sought my own independent legal advice as to the validity of the Transferee, as defined in the Scheme as 
“Advent Insurance PCC Ltd, acting in respect of UIB Cell”.  In particular this advice covers: 

• whether a Malta protected cell company can be a transferee for an insurance business transfer under Part VII 
of the of the Financial Services and Markets Act 2000; and 

• the corporate and regulatory status of Advent. 

In summary, this advice indicates that: 

• there is no obstacle to Advent being a transferee in the proposed Part VII transfer;  

• Advent is a limited liability company incorporated in Malta; and 

• Advent falls within the definition of “insurance undertaking” for the purposes of the Solvency II Directive. 

Further, in respect of the PCC structure, this legal advice indicates that: 

• as a protected cell company under Maltese law, Advent is, for the purposes of Maltese corporate law, divided 
into a number of components, namely: 

 a core; and 

 a number of cells; 

• under Maltese corporate law: 

 the core and each cell is capable of being separately owned; 

 each cell’s liabilities are limited to those of that cell, so that it is not exposed to the liabilities of other 
cells or the core; and 

 the core’s liabilities are not limited to those of the core, in that it is exposed to the liabilities of each cell, 
should that cell’s assets be insufficient to meet them; 

• it is intended that the transferred business will as a matter of Maltese corporate law be allocated to Advent’s 
UIB Cell; and 

• as a matter of Maltese corporate law: 

 the assets of Advent’s UIB Cell will not be exposed to liabilities of any other cell, nor to the liabilities of 
Advent’s Core; and 

 the assets of cells other than Advent’s UIB Cell will not be exposed to the liabilities of Advent’s UIB Cell. 

In my opinion this legal advice confirms the validity of the Transferee to accept business through a Part VII transfer. 
I also see no reason why, in practice, Transferring Policyholders would be materially disadvantaged as a result of 
the Proposed Transfer due to the nature of the Transferee.  

3.2. Description of the Proposed Transfer 

Transferring policies 
The Proposed Transfer will move all SIIL policies where the risk is located in an EEA state to UIB Cell. 

Transferring Policies that are in-force at the Effective Date will be from Germany or Spain. Expired EEA policies 
with existing or potential future claims will also transfer meaning that UIB Cell will also be exposed to potential run-
off claims from other EEA states where SIIL wrote business. Due to the short-tailed nature of the business and the 
fact that the non-German and non-Spanish policies were cancelled in 2020, the level of claims expected from these 
run-off policies post-transfer is not expected to be material. UIB Cell will receive the business, which it will carry on 
servicing. 

All rights and obligations of SIIL relating to the Transferring Policies will also be transferred to UIB Cell.  Following 
the Effective Date, any new or renewed direct insurance policies for EEA domiciled insureds or EEA located risks 
will be insured by UIB Cell. 



Scheme Report of the Independent Expert 
Proposed transfer of insurance business from SIIL to UIB Cell 
2 May 2022 
 

Page 22 of 79 
 
 

The business that is being transferred from SIIL is Personal Accident business (including accidental death). This 
type of business is generally “short tail” – ie claims are reported and settled in a relatively short time.  In particular, 
the majority of claims are paid within 2 years. 

Independent of the Proposed Transfer, UK risks which had previously been written into UIB Cell are being renewed 
into SIIL. This means that although as at October 2021 there are circa 180,000 policies in UIB Cell, by October 
2022, immediately prior to the Proposed Transfer, there are projected to be no live policies remaining. There will 
however still be technical provisions in UIB Cell to cover the run off of expired policies with outstanding or potential 
future claims. Unlike the EEA run-off business, the technical provisions for the UIB Cell run-off policies are 
expected to be material at the date of Proposed Transfer. This is because there will be policies in-force until just 
before the Proposed Transfer, and claims from these policies will not yet have been settled.  The business is 
expected to run-off relatively quickly following the Proposed Transfer. 

The following table presents projections for the number of policyholders and technical provisions as at the Effective 
Date of the Proposed Transfer.   

Projection as at October 2022 Number of in-force 
policyholders 

Number of run-off 
policyholders 

SII technical 
provisions 

£m 

Non-Transferring Policyholders 270,657 27,002 4.2 

Transferring Policyholders 70,094 54,978 1.1 

Total Transferor Policyholders 340,751 81,980 5.4 

Existing Transferee Policyholders 0 158,000 2.3 
Source: SIIL, UIB Cell. Figures from UIB converted assuming £1 = €1.16 

As at the Effective Date of the Proposed Transfer, there are projected to be 70,094 in-force Transferring 
Policyholders and no in-force Transferee Policyholders. In total there are 125,072 Transferring Policyholders and 
158,000 Transferee Policyholders (ie including policies in run-off that could still bring a claim). The Transferring 
Policies are projected to represent SII technical provisions of £1.1m compared to total SII technical provisions for 
SIIL of £5.4m. 

A further breakdown of Transferring Policyholders is shown in the tables below. 
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In-force policies by country and product 

Country Product Number of 
policyholders 

Germany Accident Cash Plan 48,293 

Germany Accidental Death 12,122 

Spain Accident Cash Plan 3,734 

Spain Accidental Death 3,246 

Germany & Spain Other 2,699 

Total  70,094 
Source: SIIL. 

Run-off EEA policies by country 

Country Statute of Limitations 
(years) 

Number of 
policyholders 

Germany 3 17,497 

Spain 5 8,846 

France 2 12,991 

Italy 2 8,611 

Denmark 3 226 

Finland 1 0 

Norway 1 0 

Sweden 10 6,598 

Ireland 6 209 

Total  54,978 
Source: SIIL.  

This includes all policyholders who have previously held a policy with SIIL and which will still be within the statute of 
limitations at the Effective date of the Proposed Transfer. Due to the short-term nature of the business, and that 
these policies were cancelled in 2020, I would not expect a material number of claims to emerge from these 
policyholders. 

SIIL expects that all policies they plan to transfer to UIB Cell will be able to transfer at the Effective Date.  Should 
this not be possible for any reason, there are provisions in the Scheme Document to allow for the transfer of such 
policies at a later date. 
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Illustration of the Proposed Transfer 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The above diagram shows the business currently written by each entity and the transfer of business following the 
Proposed Transfer.   

Reinsurance 
Reinsurance is an arrangement with another insurer to share or pass on risks.  Reinsurance contracts may be 
underwritten by an external reinsurer or by a reinsurance entity in the same group. 

Both SIIL and UIB Cell purchase reinsurance to protect them against large loss events. Cover for losses occurring 
in 2021 is as follows: 

• SIIL has per event catastrophe reinsurance up to a limit of £3,000,000, attaching at £200,000 (from 28/02/2021 
following the acquisition by Embignell).  

• UIB Cell has per event catastrophe reinsurance up to a limit of £1,500,000, attaching at £150,000.  

There have been no claims under these reinsurance contracts, and none are expected. 

SIIL – UK  

New and renewal UK business 
written through SIIL. 

SIIL – UK  

New and renewal UK business 
written through UK head office. 

Renewing EEA business was 
written via FofS for: Germany, 
Spain, France, Ireland, Italy, 
Norway, Finland, Denmark and 
Sweden. 

Currently only active policies in 
UK, Germany and Spain. All 
other EEA policies were 
cancelled prior to the end of the 
Brexit Transition Period. 

Pre-transfer Post-transfer 

Transferring 
Policyholders 

UIB Cell – Malta 

UK business written via FofS. 
This business will renew into 
SIIL between October 2021 and 
September 2022, after which no 
new or renewal UK business will 
be written into UIB Cell. Liability 
for expired UK risks remains in 
UIB Cell. 

UIB Cell – Malta 

All EEA risks will transfer from 
SIIL. These will include in-force 
policies for Germany and Spain 
and run-off policies for other EEA 
states.  

Renewal EEA business written 
via FofS for: Germany and Spain. 

Any new EEA business will be 
written via FofS. 

Expired UK policies will remain in 
UIB Cell. 
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In preparation for the Proposed Transfer, and as a result of restructure of the business following the acquisition of 
SIIL by GPH, SIIL and UIB Cell have aligned their reinsurance programmes for 2022 to each have a limit of 
£3,000,000 attaching at £200,000 on a losses occurring during basis.  

It could look as though there is a potential disadvantage to UIB Cell’s Existing Policyholders, with the attachment 
point of reinsurance increasing from £150,000 to £200,000. However, I am satisfied that they are at no 
disadvantage as a result of the Proposed Transfer, for the following reasons: 

• Prior to the transfer, all UK risks will renew out of UIB Cell and into SIIL. This is independent of the Transfer. 
This means that all policies for Existing Transferee Policyholders would renew into SIIL so that future claims 
would be covered by SIIL, with SIIL’s reinsurance at an attachment point of £200,000. 

• This new level of cover has been purchased for 1 January 2022 following the acquisition of SIIL. Therefore 
whether the Transfer goes ahead or not, the change of cover is in place. 

For 2022, the reinsurance for both SIIL and UIB Cell is through Hamilton Re, Syndicate 4000. As with all Lloyd’s 
syndicates, it benefits from Lloyd’s’ ratings which are currently: A (Excellent) by A.M. Best, AA- (Very Strong) by 
Fitch Ratings, and A+ (Strong) by Standard & Poor’s and are backed by Lloyd’s Chain of Security. 

For 2021, SIIL was reinsured through Hamilton Re, while the UIB Cell was reinsured through Lloyd’s Syndicate 
3010, part of the Lancashire Group.  

I do not therefore expect reinsurers to be adversely impacted by the proposed Transfer. In addition, reinsurers 
providing cover for losses occurring in 2022 were aware of the Proposed Transfer prior to providing a quote for the 
reinsurance. I reviewed the reinsurance tender pack and it included details about the Transfer, therefore reinsurers 
who were not supportive of the Transfer did not provide an offer of reinsurance. The final 2022 reinsurance 
contracts include specific reference to the Proposed Transfer. 

The current reinsurance contract insofar as it provides cover for the Transferring Policies will transfer to UIB Cell 
under the Proposed Transfer. That reinsurance will provide cover for both SIIL (in respect of claims under Non-
Transferring Policies) and UIB Cell (in respect of claims under Transferring Policies) following the Proposed 
Transfer. Given the level at which the excess and limits are set, and the small size of claims it is not expected that 
there will be any claims under the current reinsurance contract. However, it is not impossible that a claim might 
arise and that it would be triggered by losses incurred by both UIB Cell and SIIL. In that event the terms and 
conditions of the reinsurance contract (including the deductible and limits) will apply in aggregate across both 
UIB Cell and SIIL so that the reinsurer is no better or worse off as a result of the Proposed Transfer. 

It is not unusual to split reinsurance in this way. The Court has power to make orders under section 112()1)(d) of 
FSMA to “with respect to such incidental, consequential and supplementary matters as are, in its opinion, 
necessary to secure that the scheme is fully and effectively carried out”. In order to ensure the benefit of the 
reinsurance transfers as envisaged by the scheme, where the reinsurance protects both transferring and non-
transferring business, it is necessary for the reinsurance to be split. The Court has the power to make an order, and 
has been content to do so in the past, provided the reinsurer has been notified and given the opportunity to object.  

A useful judgment on this is Re AIG Europe Ltd, another Brexit scheme, where the Judge commented (after 
addressing the Court’s ability and willingness to make an order splitting the inwards policies that covered both EEA 
and non EEA risks) that: 

“A similar point can be made in relation to the provisions in the Scheme relating to outwards reinsurance contracts 
covering any insurance policies which are to be "split". It is plainly necessary to give full effect to the Scheme for 
the relevant parts of such outwards reinsurance contracts to be transferred to the appropriate transferee and to 
make provision for aggregate policy limits and deductibles to be maintained. I see no reason why that cannot be 
achieved by an order under section 112(1)(d) FSMA. The evidence indicates that relevant reinsurers were given 
notice of the Scheme proposal, but none raised any objections or appeared before me.”  

The FSMA 2000 (Control of Business Transfers) (Requirements on Applicants) Regulations 2001 expressly 
contemplate outwards reinsurance being split. Regulation 3(2)(c) requires notice of the transfer to be sent to every 
reinsurer of the transferor “any of whose contracts of reinsurance (in whole or part) are to be transferred by the 
scheme”. 

In SIIL’s case, the reinsurance is governed by English law, so the Order will be binding on the reinsurer concerned. 

In my opinion, the reinsurance arrangements in place are appropriate and neither reinsurers nor any group of 
policyholders will be materially adversely impacted by the Proposed Transfer. 

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fuk.westlaw.com%2FDocument%2FI918498F0E44A11DA8D70A0E70A78ED65%2FView%2FFullText.html%3ForiginationContext%3Ddocument%26transitionType%3DDocumentItem%26ppcid%3D39c57c5970064ebcb362a366632d88ef%26contextData%3D(sc.Search)&data=04%7C01%7Claura.hobern%40lcp.uk.com%7Cbd7f0efcc75044bfc05708da1b29a03e%7C77c0b9a377fd44d787b62b6621d23e83%7C0%7C0%7C637852163633286383%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=F0cVOk0Hb1IFgdKzFie7CMrk9Czj3%2Bfui1Zhd8mb9fg%3D&reserved=0
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3.3. Purpose of the Proposed Transfer 

SIIL currently has exposure to insurance policies in the UK and 9 countries across the EEA.   

Following the withdrawal of FofS rights for SIIL upon expiry of the Brexit Transition Period, SIIL is not legally able to 
carry on the EEA business other than on a limited basis and for a finite period.  

The purpose of the Proposed Transfer is to provide certainty that EEA policyholders of SIIL can continue to receive 
the benefit of their policies going forward, notwithstanding the UK’s departure from the EU and SIIL’s resulting loss 
of passporting rights. The Proposed Transfer will also remove the risk of disruption to SIIL’s operating model and 
the administration and handling of its customers’ claims under existing policies should any available transitional 
regimes come to an end before the business has been fully run off.  

3.4. Alternative options considered and contingencies 

As SIIL will not be able to renew or service EEA policies from 31 December 2022 at the latest, an option 
considered was to cancel all EEA policies. However, this would be disadvantageous to both the policyholders and 
to the Embignell group. EEA policyholders would lose the continuity of protection that future policies could provide, 
and the Embignell Group would lose the value of these policies. It would also not address SIIL’s inability to perform 
its obligations in relation to claims under expired or cancelled policies. Given the policies are monthly renewable, 
another option considered was to renew EEA policies from SIIL into UIB Cell. This would require explicit action by 
the policyholders and was not considered practical in the time frame available. 

SIIL believes that a Part VII Transfer of the EEA policies is the most effective way to ensure continuity of cover and 
service for policyholders, while also keeping value from these policyholders within the Embignell Group. 

Should the Proposed Transfer not proceed then all remaining EEA policies would be cancelled. All of SIIL’s 
temporary permissions to service policies, including paying claims, expire on 31 December 2022. There is a 
material risk that after 31 December 2022 SIIL would be left with a contractual obligation to pay claims which it is 
not legally able to satisfy. The only alternative would be to agree individual novations with each policyholder, which 
may not be achievable in practice.  

3.5. Key dependencies 

The key dependencies of the Proposed Transfer are as follows: 

• High Court approval required for the Proposed Transfer – the Directions Hearing is scheduled for 6 May 2022 
and the Sanction Hearing is expected to be on 17 October 2022.  The High Court will take into account whether 
the PRA and FCA have any objections to the Proposed Transfer.  

• Any objections raised by policyholders, other affected parties or EEA regulators after the Directions Hearing – I 
will comment on these (if any arise) in my Supplementary Report.  
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4. My approach as IE 
As IE, my overall role is to assess whether: 

• The security provided to policyholders of SIIL and UIB Cell will be materially adversely affected by the 
implementation of the Proposed Transfer. 

• The Proposed Transfer will have any adverse impact on service standards experienced by policyholders. 

• Any reinsurer of SIIL or UIB Cell will be materially adversely affected.   

To make these assessments, I have considered the effect of the Proposed Transfer from the perspectives of the 
following groups of policyholders: 

• Non-Transferring Policyholders, who will remain with SIIL after the Proposed Transfer. 

• Transferring Policyholders, who will transfer from SIIL to UIB Cell as a result of the Proposed Transfer. 

• Existing Transferee Policyholders, ie policyholders of UIB Cell at the time of the Proposed Transfer, who will 
remain with UIB Cell after the Proposed Transfer. 

My approach to assessing the Proposed Transfer has been to perform the following five steps analysing evidence 
provided by SIIL and UIB Cell to support the Proposed Transfer: 

Step 1: Assessing the provisions of SIIL and UIB Cell 
The first important form of security that an insurer provides to policyholders is the level of provisions.  Provisions 
are based on an estimate of the amount of money the insurer will need to pay policyholders’ claims and to cover 
the other costs associated with running the insurer. 

Therefore, I have assessed the appropriateness of the provisions included on SIIL’s balance sheet and the 
approach to be used for the calculation of provisions for both SIIL and UIB Cell pre- and post-transfer.  Details of 
this step are set out in section 5. 

Step 2: Assessing the capital positions of SIIL and UIB Cell 
In addition to the level of provisions, insurers hold capital designed to withstand more extreme levels of claims.  
The level of capital held is the second important form of security provided to policyholders. 

For both SIIL and UIB Cell, the level of capital required is set under the European Solvency II standard.  A key 
metric under Solvency II is the Solvency Capital Requirement.  This is an estimate of the capital required to cover a 
loss that an insurer could experience over the next 12 months with a probability of 99.5% (ie, the insurer would be 
able to withstand a 1 in 200-year event). 

I have assessed the appropriateness of the projected capital requirements of SIIL and UIB Cell.  Details of this step 
are set out in section 6. 

Step 3: Assessing overall policyholder security 
Under this step, I have considered the level of provisions and capital (from steps 1 and 2) in the context of the 
assets held by each of SIIL and UIB Cell and other forms of security such as compensation schemes. 

For this analysis, I have considered the current balance sheets of SIIL and UIB Cell as well as the post transfer 
pro-forma balance sheets for each of SIIL and UIB Cell.  Details of this step are set out in section 7. 

Step 4: Assessing policyholder communications 
I have assessed the appropriateness of SIIL’s communication strategy to inform policyholders and other 
stakeholders of the Proposed Transfer.  The key focus of my assessment was whether the policyholders and other 
stakeholders are to be provided with sufficient and clear enough information so that they can understand how the 
Proposed Transfer may affect them.  Details of this step are set out in section 8. 
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Step 5: Assessing potential impact on customer service and other considerations that might 
affect policyholders 
I have considered how the level of customer service provided to policyholders could change following the Proposed 
Transfer.  I have also considered a range of other factors that might affect policyholders, such as ongoing expense 
levels and tax implications.  Details of this step are set out in section 9.  
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5. Reserving considerations 
5.1. Introduction to insurance reserving 

For an insurance company, the primary purpose of reserving is to assess the provisions that need to be set in order 
to pay policyholders’ claims and to cover the other costs associated with running an insurer. 

Depending on how they are set, the provisions may be on a “best estimate” basis (with no deliberate optimism or 
pessimism) or include a “margin for prudence” (additional provisions to cover higher than expected claims).  This is 
sometimes referred to as a “management margin”.  Where the provisions include a margin for prudence, this is 
typically designed to cover claims that are moderately higher than expected rather than more extreme levels of 
claims.  A best estimate basis may indicate a single point estimate of the provisions, but practically there is often a 
range of estimates that could be justified as a best estimate. 

In addition to any margin for prudence, the insurer would nearly always hold additional capital designed to 
withstand more extreme levels of claims.  My considerations related to capital for the Proposed Transfer are set out 
in section 6. 

Introduction to reserving bases 
Insurers use a range of different reserving bases (ie different measures of the provisions), for different purposes. 

For example, financial accounting standards require the provisions to be calculated in particular ways, and an 
insurer may also use a different basis for internal management accounts.  Solvency II calculates the provisions in 
yet another way. 

For the Proposed Transfer, I have considered the provisions under three reserving bases, which are each relevant 
for different purposes, namely: 

• International Financial Reporting Standards (“IFRS”) – these are the accounting standards used to set the 
provisions underlying the published financial accounts of UIB Cell.  IFRS provisions are relevant for 
policyholders as they are used as a reference point when setting provisions to cover future claims and other 
costs. 

• UK Generally Accepted Accounting Principles (“GAAP”) – these are the accounting standards used for local 
reporting for SIIL.  The underlying principles are consistent with IFRS. 

• Solvency II technical provisions – these are calculated in line with the European Solvency II regulations that 
apply to almost all EU and UK insurance and reinsurance companies, including both SIIL and UIB Cell. Despite 
leaving the EU, the UK is still currently following SII. These provisions are relevant for policyholders as they are 
the current basis for calculating the capital required and assessing solvency for both SIIL and UIB Cell. 

In each case, the provisions are typically analysed separately between a claims provision (to cover incidents that 
have already occurred, including an estimate for claims that have occurred but have not yet been reported to SIIL 
or UIB Cell – IBNR claims) and a provision for unearned premiums (to cover future incidents). 

5.2. My considerations relating to reserving 

As IE, my overall assessments related to reserving are: 

• whether an appropriate level of provisions is maintained for all relevant policyholders, that is: Transferring, 
Non-Transferring and Existing Transferee Policyholders; and 

• whether any aspects of the reserving may lead to policyholders being materially adversely affected by the 
Proposed Transfer. 

To make these assessments, I have considered the following areas: 

• Appropriateness of provisions for SIIL and UIB Cell (sections 5.4-5.6), including the approach for setting IFRS, 
UK GAAP and Solvency II technical provisions. 

• Key uncertainties when setting the provisions (section 5.7); 

• Current SIIL and UIB Cell reserving process and governance (section 5.8); and 

• Future reserving approach and governance (section 5.9).  



Scheme Report of the Independent Expert 
Proposed transfer of insurance business from SIIL to UIB Cell 
2 May 2022 
 

Page 30 of 79 
 
 

Within these areas, I have also considered any expected differences in the reserving approach between SIIL and 
UIB Cell to understand how this may affect policyholders. 

Further details on each of these considerations are set out below, and I have stated my overall conclusion related 
to reserving in section 5.10. 

5.3. Approach to my review 

I have reviewed a number of documents provided by SIIL and UIB Cell relating to the setting of provisions, 
including the reserving process and governance. I have had meetings with SIIL and UIB Cell to discuss the 
information provided and any questions I have had on the reserving approach.  A list of the key data and 
documentation is provided in Appendix 5. 

I have considered the appropriateness of the following: 

• UK GAAP technical provisions for SIIL as at 31 December 2020 and 30 June 2021; 

• IFRS technical provisions for UIB Cell as at 31 December 2020; 

• Calculation approach for the transferring EEA liabilities; 

• Solvency II technical provisions for SIIL; and 

• Solvency II technical provisions for UIB Cell.  

5.4. SIIL Provisions (UK GAAP) 

The following table shows the level of UK GAAP technical provisions as at June 2021 (the latest available figures at 
the time of my writing of my report) for SIIL, split between the Non-Transferring and Transferring Policyholders.   

SIIL – Summary of UK GAAP technical provisions at June 2021 

£m Gross of reinsurance 

Non-Transferring Policyholders 2.7 

Transferring Policyholders 2.6 

Total SIIL 5.3 
Source: SIIL 

The provisions are made up of the earned claims reserves (ie claims reserves in respect of cover up to June 2021) 
and unearned premium reserves (ie the portion of premium in respect periods of cover after June 2021). 

The business transferring to UIB Cell relates to EEA business and is made up of accident and health business. The 
business Transferring makes up 49% of SIIL’s total technical provisions as at June 2021. 

SIIL’s approach for setting UK GAAP technical provisions 
I have reviewed the process by which SIIL calculates its UK GAAP technical provisions. 

The claims reserving function (CRF) is outsourced to an actuarial consultancy. The control of the outsourced 
relationship is with the SIIL CFO. The CRF designs, implements, executes, maintains, and regularly reviews an 
end-to-end reserving process that supports the production of all the GAAP incurred but not settled (IBNS) results. 

The outsourced Chief Actuary is responsible for reporting to the Board and bringing limitations and uncertainties to 
their attention. 

The CRF has regular dialogue with functional areas that perform associated activities that directly or indirectly 
impact the end-to-end IBNS process (eg claims management, claims administration and financial reporting). This is 
to ensure that the end-to-end IBNS process appropriately reflects the current business practices. 

The CRF provides rationale for the recommended reserve numbers and explains the steps undertaken to arrive at 
the proposed reserve. 
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SIIL has been writing business for several years meaning there is a number of years of historical claims experience 
on which to rely on when setting provisions.  The projection of reserves is based on standard actuarial techniques, 
including Development Factor Model (DFM) and Bornhuetter-Ferguson (BF) methods. 

The CRF produces IBNS reserves according to the following schedule: 

• On a monthly basis, the claims data is updated, financials reconciled, and reserve estimates produced. These 
are based on the development factors calculated at the end of the previous quarter, taking into account 
movement in claims since the last quarter end. Each product and country is modelled, and sensitivity analysis 
is undertaken. 

• On a quarterly basis, a full recalculation of the claims development factors is undertaken within the existing 
segmentation.  

• On an annual basis, a full review of all assumptions and segmentation is undertaken and a formal report 
produced. 

In addition, SIIL includes a management margin in its GAAP provisions. 

The projection of technical provisions is currently performed segmented by country which makes identification of 
reserves for the Transferring Policyholders straightforward. 

The UK GAAP provisions for the Transferring Policyholders at the time of Proposed Transfer, will transfer to the 
UIB Cell. 

In my opinion, SIIL’s reserving approach is reasonable and in line with market practice. 

5.5. UIB Cell Provisions (IFRS) 

The following table shows the level of IFRS technical provisions as at December 2020 (the latest available figures 
at the time of my writing of my report) for UIB Cell.   

UIB Cell – Summary of IFRS technical provisions at December 2020 

€m Gross of reinsurance 

Total UIB Cell 2.0 
Source: UIB Cell 

The provisions are made up of the earned claims reserves and unearned premium reserves. 

UIB Cell’s approach for setting IFRS technical provisions 
I have reviewed the process by which UIB Cell calculates its IFRS technical provisions. 

The internal reserving analysis carried out by UIB Cell is as follows: 

• The UIB UK claims team review the individual claim detail and establish the case estimate for each claim. 

• An independent actuarial consultancy (different to the one used by SIIL) and UIB UK review the incurred claims 
detail and produce the triangulations which include the related incurred but not reported (IBNR) element. 

• Advent’s outsourced insurance management company reviews the claims reports and triangulations received 
from a correctness and reasonableness perspective. 

• Annually, an independent review is completed by the actuarial consultancy to assess the adequacy of the 
reserves and to determine the IBNR element to be applied for the following year. The projection of reserves is 
based on standard actuarial techniques, including Development Factor Model (DFM) and Bornhuetter-
Ferguson (BF) methods. Sensitivity analysis is also carried out. 

• The Advent Board receives an annual independent Actuarial review report. 

• The external auditors also engage their own actuary to review the reserves. 

In my opinion, UIB Cell’s reserving approach is reasonable and in line with market practice. 
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5.6. Approach for setting Solvency II technical provisions 

I have reviewed the approach taken to convert the booked GAAP/IFRS provisions into Solvency II technical 
provisions (TPs). I have not sought to re-perform the calculation of the TPs or to perform detailed checking of the 
calculations performed by SIIL and UIB Cell. Instead, I have focused on the appropriateness of the approach and 
the reasonableness of the results. 

The Solvency II technical provisions (TPs) are made up of a claims provision and premium provision.  The starting 
point for the calculation of the Solvency II claims provision is the best estimate claims provisions, and I have 
reviewed the approach taken by SIIL and UIB Cell to convert the best estimate claims provisions into the Solvency 
II TPs.  This involves removing certain provisions that are not required under Solvency II, and the addition of other 
provisions that are required under Solvency II but are not in the best estimate.  

The starting point for the calculation of the Solvency II premium provision is the unearned premiums.  I have 
reviewed the approach taken to convert the unearned premiums into the premium provisions for the Solvency II 
TPs. 

My review has focused on the areas which are material for SIIL and UIB Cell along with areas that involve a higher 
degree of subjectivity and, in my experience, are the areas of interest to an independent reviewer such as Events 
Not in the Data (ENIDs) and the Risk Margin. 

ENIDs 
For SIIL an allowance for ENIDs is made within the TPs as the data used to calculate the best estimate claims 
provision does not typically include experience from rare events. An ENID load represents these events that are 
not seen in the historical data and that might occur in the future. ENIDs are not a material component of the TPs.  
The ENID load for the EEA business is approximately 1.8% of the gross best estimate claims provisions. SIIL uses 
a common approach known as a truncated distribution to calculate the ENID load. In my experience, I consider this 
loading to be in line with that typically held by other insurers writing similar classes of business. 

For UIB Cell, there is no allowance made for ENIDs within the TPs. Although I would expect an allowance to be 
made, I am satisfied that due to the nature of the business, an appropriate ENID load would be small and would not 
be material to the results or to my conclusions based upon those results.  

Following the Proposed Transfer, the Transferring Business will follow the current SIIL process and will therefore 
include an ENID load (this is included within the UIB Cell day 1 results reviewed).  

Risk Margin 
The Risk Margin within the TPs under Solvency II represents the amount in addition to the best estimate that a 
third-party insurer would require to take over the insurance obligations.   

SIIL’s Risk Margin as at June 2021 is approximately 4% of the best estimate gross technical provisions while UIB 
Cell’s Risk Margin as at December 2020 is approximately 7% of the best estimate gross technical provisions. 

In my experience this level of Risk Margin is reasonable for this type of short-tailed business and consistent with 
other firms who write similar products. 

LCP’s market review of Solvency II reporting as at 2020 year-end, based on 100 non-life insurers in the UK and 
Ireland, showed that the average risk margin for this class of business is around 5.5% of gross best estimate 
technical provisions. Based on the length of payment pattern of claims and relatively low volatility, I am satisfied 
that the Risk Margin is reasonable for both SIIL and UIB Cell. 

My overall conclusion is that SIIL and UIB Cell’s approach used to calculate the TPs is appropriate.  I have not 
sought to re-perform the calculation of the TPs or verify the calculations performed by SIIL or UIB Cell. 
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5.7. Key uncertainties when setting provisions 

The ultimate costs of settling general insurance claims are subject to uncertainty in terms of both the frequency (ie 
how many valid claims there will be) and severity (ie the cost of settling each claim) including exposure to inflation 
in claim amounts over time.  Therefore, there are uncertainties when setting the corresponding provisions. 

There are several uncertainties in setting provisions for the classes of business written by SIIL and UIB Cell:  

• SIIL and UIB Cell are exposed to the risk of the frequency and severity of claims being higher than expected, 
and the fundamental uncertainty in determining the correct price to charge customers.  This risk is reduced by 
the extensive use of historical data and the substantial element of renewal business. 

• There is also exposure to very large losses and there is a risk that there will be more or larger losses than have 
been seen historically in the data. 

• The latest policy months have been affected by lower-than-expected large loss experience, possibly due to the 
COVID-19 pandemic.  The full impact of the pandemic is not yet known. 

SIIL and UIB Cell’s reinsurance arrangements help mitigate the impact of some of these key uncertainties that 
impact its business (eg the very large losses). They also produce sensitivities around the reserve estimates to 
ensure a thorough understanding of uncertainty in the reserves. 

As part of my analysis of the reserves, I have also completed a number of scenarios to test the sensitivity of the 
reserves and the impact on capital coverage ratios, for example a 50% uplift in the claims cost or an increase in 
inflation. This is discussed further in section 6. 

5.8. Current reserving process and governance 

The SIIL reserves are calculated by an external actuarial consultancy.  This will be unchanged following the 
Proposed Transfer. The reserves are discussed and signed off by the outsourced Chief Actuary and subject to peer 
review.  

Although the reserving is outsourced externally, SIIL provides review and challenge of the external estimates and 
the SIIL Board is ultimately responsible for signing off the reserves.  

Following the Proposed Transfer, I understand that the SIIL calculation process will continue to be used for the 
Transferring Business. Once the SIIL business has transferred to UIB Cell, the ultimate responsibility for those 
reserves will sit with UIB Cell and Advent. 

The UIB Cell’s reserves are calculated by an external actuarial consultancy annually (not the same consultancy as 
for SIIL).  This will be unchanged following the Proposed Transfer. UIB Cell’s reserves are subject to several layers 
of review and are signed-off by the UIB Cell Committee and the Advent Board. 

I have been provided with the terms of reference for the various committees and discussions with SIIL, UIB Cell 
and Advent and I am satisfied that these provide evidence of appropriate governance around the reserving 
process. 

5.9. Future reserving approach and governance 

SIIL has confirmed that it plans to continue to use the same approach to reserving for the Non-Transferring 
Business after the Effective Date of the Proposed Transfer. 

SIIL and UIB Cell have confirmed that they plan to continue to follow the current SIIL approach to reserving 
(including the inclusion of a management margin) for the Transferring Business after the Effective Date of the 
Proposed Transfer. 

UIB Cell has confirmed that it plans to continue to use the same approach to reserving for the Existing Transferee 
business after the Effective Date of the Proposed Transfer. 

SIIL and UIB Cell have both informed me that they do not expect any other changes to the governance process for 
reserving. 

Based on this I am satisfied with the proposed governance around the reserving process post-transfer. 
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5.10. Overall conclusion: Reserving considerations 

I have set out below my overall conclusions related to reserving.  These reserving considerations should not be 
considered in isolation.  For example, the overall level of protection for policyholders also depends on the level of 
capital held, and a range of other considerations.  My overall conclusions on the Proposed Transfer are set out in 
section 10. 

Non-Transferring Policyholders SIIL 
I have concluded that the Non-Transferring Policyholders will not be materially adversely affected by the reserving 
aspects of the Proposed Transfer. 

The key reasons for reaching my conclusions for Non-Transferring Policyholders are as follows: 

• The calculation of provisions has been performed using techniques and approaches materially appropriate for 
the classes of business written by SIIL. 

• SIIL has confirmed that the future reserving process and governance for SIIL will be materially unchanged 
post-transfer. 

Transferring Policyholders  
I have concluded that the Transferring Policyholders will not be materially adversely affected by the 
reserving aspects of the Proposed Transfer. 

The key reasons for reaching my conclusions for the Transferring Policyholders are as follows: 

• The calculation of provisions for SIIL has been performed using techniques and approaches materially 
appropriate for the classes of business written. 

• Transferring Business will continue to follow the same reserving process (ie the existing SIIL process) following 
the Proposed Transfer. 

• SIIL has confirmed that the future reserving processes and governance will be materially unchanged post-
transfer. Therefore, there will be no material changes for Non-Transferring Policyholders. 

Existing Transferee Policyholders  

I have concluded that the Existing Transferee Policyholders will not be materially adversely affected by the 
reserving aspects of the Proposed Transfer. 

The key reasons for reaching my conclusions for the Transferring Policyholders and Existing Transferee 
Policyholders are as follows: 

• The calculation of provisions UIB Cell have been performed using techniques and approaches materially 
appropriate for the classes of business written. 

• UIB Cell has confirmed that the future reserving processes and governance will be materially unchanged post-
transfer. Therefore, there will be no change for Existing Transferee Policyholders. 
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6. Capital considerations 
6.1. Introduction to insurance capital setting 

A key reason why insurers hold capital is to withstand adverse or extreme levels of claims and other losses.  The 
capital is held in excess of the provisions for policyholders’ claims and for the other costs associated with running 
an insurer. 

A key metric under Solvency II is the Solvency Capital Requirement (SCR).  This is an estimate of the capital 
required to cover the potential loss that an insurer could experience over the next 12 months. It is based on the 
size of loss expected in 1 in 200 years (ie, there is a 0.5% chance of a loss of this size over the next 12 months).  
Firms are required to hold capital equal to at least 100% of the SCR. 

An insurer’s SCR coverage ratio is calculated as the available capital in excess of provisions divided by the SCR.  
This is a measure of capital strength, with a higher ratio indicating there is more capital available per £ or € of 
capital required.  The SCR coverage ratio does not capture all aspects of policyholder protection, but a higher 
coverage ratio indicates more protection, all else being equal.  Under Solvency II, the level of available capital is 
referred to as “own funds”. 

I consider the SCR coverage ratio an appropriate measure to consider as part of my assessment of policyholder 
security before and after the transfer, as the SCR is a risk-based metric that is disclosed to both regulators and the 
public. Although the SCR considers the potential loss over the next 12 months, it is monitored regularly throughout 
the year and mitigation through management actions is available in the event of a reduction in the SCR coverage 
ratio. The SCR is then set every 12 months taking into account the changes in the risk profile of the company. SIIL 
and UIB have also provided projections of SCR for the next three years. 

My assessment of the capital considerations regarding policyholder security is also supported by consideration of 
capital beyond a “one-year” view and a review of the impact of a range of adverse scenarios on each of SIIL and 
UIB Cell (section 6.10). 

For the purposes of this report, I describe a company as having “sufficient capital” if the SCR coverage ratio is 
between 100% and 150%.  I describe a company as “well capitalised” if the SCR coverage ratio is between 150% 
and 200% and “very well capitalised” if the SCR coverage ratio is in excess of 200%. 

6.2. My consideration related to capital 

As IE, my overall assessments related to capital are: 

• whether the projected capital requirements have been calculated appropriately for both SIIL and UIB Cell; 

• whether there are expected to be any material adverse changes in the strength of capital protection for any 
group of policyholders (I have assessed this by comparing the projected SCR coverage ratios pre- and post- 
the Proposed Transfer); and 

• whether any other aspects of the capital considerations may lead to policyholders being materially adversely 
affected by the Proposed Transfer. 

To make these assessments, I have considered the following areas:  

• SIIL and UIB Cell’s approach to calculating capital requirements (section 6.4); 

• The capital policy for each of SIIL and UIB Cell (section 6.6); 

• SCR appropriateness for SIIL and UIB Cell (section 6.7); 

• Projected SCR coverage ratios as at 1 October 2022 (section 6.8) as well as at 31 December 2022, 2023 and 
2024 (the projection period); 

• The planned capital structures for SIIL and UIB Cell (section 6.9); and 

• The SCR under stressed scenarios (section 6.10). 
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6.3. Approach to my review 

I have reviewed a number of documents provided by SIIL and UIB Cell relating to the calculation of capital 
requirements and projected coverage ratios.  A list of the key data and documentation reviewed is provided in 
appendix 5. 

6.4. Calculating capital requirements 

For both SIIL and UIB Cell, the level of capital required is set in line with the European Solvency II standard. 

Under Solvency II, there are three ways in which the SCR can be calculated: 

• Standard formula: under this approach, the SCR is set using a prescribed calculation and parameters, as 
specified in the Solvency II regulations.  Within the standard formula framework, insurers can use undertaking-
specific parameters (USPs) to tailor specific aspects of the parameterisation of the calculation to better reflect 
their risk profile. 

• Internal model: under this approach, the SCR is set using the insurer’s own internal capital model.  The internal 
model is developed and parameterised by the insurer to reflect their specific business. 

• Partial internal model: under this approach, the SCR is set using a combination of the standard formula and the 
insurer’s own internal capital model.  Under this approach, some aspects of the SCR are calculated using the 
internal model, and the remainder is calculated using the standard formula. 

The choice of approach is made by the insurer; however, an insurer needs to obtain regulatory approval in order to 
use USPs, an internal model or a partial internal model to calculate its SCR.  An insurer does not need approval to 
calculate its SCR using the standard formula without USPs but does need to complete its own assessment of the 
appropriateness of the standard formula for this purpose. 

How each firm calculates its SCR 
Both SIIL and UIB Cell use the standard formula without USPs to calculate their SCRs. 

The SCR is a “one-year” view of risk as it focuses on risks that an insurer faces over the next 12 months.  As part 
of their overall capital management, insurers typically also consider an “ultimate” view of risk that considers the 
risks faced over the period until the business is fully run-off. 

SIIL and UIB Cell use the standard formula, which does not give an estimate of the SCR on an ultimate view.  
However, due to the generally short-term nature of the business, SIIL and UIB Cell have informed me that the 
measure of capital over an ultimate time horizon is similar to the one-year SCR which is in line with my expectation 
also. 

They have provided me with analysis which shows that on an ultimate time horizon basis, the impact of reserve risk 
would be slightly higher than that implied by the standard formula one-year view (c.5%), but that the impact of 
premium risk would be lower (c.10%). Overall, there would not be a material difference in the SCR. Therefore, I 
consider it appropriate for me to use the SCR calculated under the standard formula in my analysis. 

Minimum Capital Requirement 
In addition to the SCR, another key measure of capital under Solvency II is the Minimum Capital Requirement 
(MCR).  This is a simpler calculation than the SCR, using a formula based on volumes of premiums and Solvency II 
technical provisions.  For non-life insurers, the MCR is between 25% and 45% of the SCR, subject to a minimum of 
€3.7m.  

SIIL is projected to be very well capitalised on this measure as at 1 October 2022 and throughout the three-year 
projection period.  The MCR coverage ratio is calculated as the available capital in excess of provisions divided by 
the MCR. 

For UIB Cell, the MCR is held at the total Advent entity level, it is therefore not required for each individual cell 
(although each cell does need to hold its own SCR). Advent has an MCR of €3.7m and is very well capitalised on 
this measure. 
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Firms need to hold capital equal to at least 100% of the greater of the SCR and the MCR.  The purpose of the MCR 
is to ensure that firms are holding at least a minimum level of capital.  Breaching the MCR will result in more 
intensive regulatory intervention than would be the case for a breach of the SCR. 

As the SCR is the primary measure for UIB Cell and the SCR is greater than the MCR for SIIL, I have not 
considered the MCR further as part of my assessment of capital considerations, and my primary focus is on the 
SCR. 

6.5. Components of capital requirements 

The key components of the SCR for both SIIL and UIB Cell are: 

• Underwriting risk: the risk that the value of insurance claims proves to be higher than expected.  This includes 
the risk of an increase in claims and uncertainties related to existing liabilities included on the balance sheet.  
This also includes the risk of experience being worse than planned for business that will be earned or written 
over the following year. 

• Market risk: the risk of changes in an insurer’s financial position due to changes in the market value of assets, 
liabilities, and financial instruments.  For example, this includes the risk of falls in the value of investment 
assets, that are being held to make future claims payments. Market risk is driven by concentration risk due to 
intra-group loans for both SIIL and UIB Cell. UIB Cell also includes material currency risk pre-transfer. 

• Counterparty default risk: the risk of defaults or downgrades by counterparties that either owe the insurer 
money or hold money on its behalf.  For example, this includes the risk of the failure of a reinsurer. 

• Operational risk: the risk of losses caused by failures in an insurer’s operational processes, people, and 
systems, or from events that are external to the insurer.  For example, this would include the risk of fraud or IT 
failure. 

Additionally UIB Cells applies an adjustment for the Loss Absorbing Capacity of Deferred Tax (LACDT). This is the 
offsetting tax benefit that an insurer may be able to recognise following a loss, and which therefore can be used to 
reduce the capital requirement. 

SIIL and UIB Cell have provided SCR projections which contain the SCR risk components.  I have summarised the 
key risks as a percentage of the total SCR, both pre-transfer and post-transfer, below.  

SIIL: Projected breakdown of SCR risk components pre- and post-transfer 

Risk components 
£m 

Pre-transfer Post-transfer 

Underwriting risk 6.1 78% 4.5 73% 

Market risk 2.5 33% 2.5 41% 

Counterparty default risk 0.3 4% 0.2 4% 

Diversification (1.7) (22%) (1.5) (24%) 

Operational risk 0.5 7% 0.4 6% 

SCR 7.8  6.1  
Source: SIIL 
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UIB Cell: Projected breakdown of SCR risk components pre- and post-transfer 

Risk components 
£m 

Pre-transfer Post-transfer 

Underwriting risk 1.7 49% 3.0 71% 

Market risk 2.2 64% 1.8 41% 

Counterparty default risk 0.5 13% 0.5 13% 

Diversification (1.1) (31%) (1.3) (30%) 

Operational risk 0.2 5% 0.2 4% 

SCR (excl. LACDT) 3.5 100% 4.2 100% 

LACDT 1.1  1.1  

SCR 2.4  3.1  
Source: UIB Cell 

The most material component of the SCR for SIIL is underwriting risk, which represents 78% and 73% of the total 
SCR pre- and post-transfer respectively. Market risk, which represents 33% and 41% of the total SCR pre- and 
post-transfer respectively, is also material. This is driven by concentration risk from an intragroup loan. 

For UIB Cell, the most material component of the SCR is market risk pre-transfer, which represents 64% of the 
total SCR. This is driven by concentration risk due to an intragroup loan and currency risk. Post-transfer, 
underwriting risk in the most material component, which represents 71% of the total SCR. Market risk, which 
represents 41% of the post-transfer SCR, is still material but a smaller component than pre-transfer due to a 
reduction in currency risk following improved asset liability matching.  

Movements in underwriting risk are driven by the reserve risk associated with the liabilities being transferred. 

UIB Cell has historically been granted approval to recognise in full the Loss Absorbing Capacity of Deferred Tax 
(LACDT) following a 1 in 200-year stress.  This means that UIB Cell’s SCR can be reduced to the extent UIB Cell 
estimates that in the event of the 1 in 200 stress, its deferred tax liabilities would be lower than they are currently.  
The projected capital positions assume that this approval will continue to be granted going forwards.  UIB Cell has 
informed me that there are no expected reasons why this approval would be withdrawn and therefore I am satisfied 
that this approach is appropriate for the purposes of my analysis. 

A further breakdown of the underwriting risk and market risk is shown below. 

Projected breakdown of underwriting risk components pre- and post-transfer 

Risk components 
£m 

SIIL UIB Cell 

 Pre-transfer Post-transfer Pre-transfer Post-transfer 

Premium & Reserve risk 6.0 4.4 1.7 3.0 

Catastrophe risk 0.2 0.2 0.2 0.2 

Lapse risk 0.3 0.1 0.0 0.1 

Diversification benefit (0.4) (0.3) (0.1) (0.1) 

Total Underwriting Risk 6.1 4.5 1.7 3.0 
Source: SIIL and UIB Cell 
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The movement in premium and reserve risk is driven by the transfer of liabilities for EEA risks from SIIL to UIB Cell. 

Projected breakdown of SCR market risk components pre- and post-transfer 

Risk components 
£m 

SIIL UIB Cell 

 Pre-transfer Post-transfer Pre-transfer Post-transfer 

Interest rate risk 0.5 0.5 0.0 0.0 

Equity risk - - 0.3 0.3 

Property risk - - - - 

Spread risk 0.8 0.8  - 

Currency risk 0.2 0.0 1.3 0.2 

Concentration risk 2.3 2.3 1.7 1.7 

Counter Cyclical 
Premium risk 

- - - - 

Diversification benefit (1.3) (1.1) (1.1) (0.4) 

Total Market Risk 2.5 2.5 2.2 1.8 
Source: SIIL and UIB Cell 

The concentration risk for both SIIL and UIB Cell is due to intra-group loans.  Details are as follows: 

Stonebridge Loan 

• Loan Value: £4,000,000 

• Counterparty: Union Income Benefit Holdings Ltd   

• Maturity period of 4 years (ending 15 December 2025)  

• Interest rate of 5% pa + Bank of England base rate 

UIB Cell Loan 

• Loan Value: £2,000,000 

• Counterparty: Embignell  

• Maturity period of 5 years (ending 31st August 2025)  

• Interest rate of 3% pa 

The currency risk reduces post-transfer due to better matching of assets and liabilities. 

6.6. The capital policy for each of SIIL and UIB Cell 

I have reviewed the capital policies for each of SIIL, UIB Cell and Advent.  

SIIL has set a minimum risk appetite for capital of 130% of the SCR. 

It has a target capital zone of 150% to 170% of the SCR. This target has been set to provide extra assurance that 
the main activities can continue and allows SIIL to make ongoing investments in people and resources as well as 
absorbing short-term planned and unplanned financial stresses. 

Capital in excess of 170% is targeted for strategic deployment, or utilisation by the Board. The company does not 
wish to hold large amounts of excess capital that is not being effectively utilised to generate returns. Examples of 
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capital utilisation permitted include, but are not limited to, payment of dividends and strategic growth objectives. 
SIIL is currently holding in excess of this to allow for the restructure following the acquisition of SIIL and the Brexit 
Transition Period (eg the UK risks renewing into SIIL). 

Advent maintains a minimum solvency coverage ratio of 120%. This is aligned with the MFSA’s expectations that 
insurance undertakings maintain a level of buffer above the SCR. Advent also requires its cells, including UIB Cell, 
to maintain this 20% buffer. In addition, the owner of UIB Cell aims to operate at a solvency coverage ratio above 
120% and intends this to be broadly in line with SIIL going forwards.  However, this is not a formal target.   

If the SCR was to fall below 120% or be projected to fall below 120%, the cell owners would inject additional capital 
into the UIB Cell. Dividend payments are only made when appropriate, taking into consideration actual and 
projected business performance as well as the current and future capital position of the cell. 

Advent (acting through the UIB Cell) has committed to put in place a formal capital management policy which will 
include minimum solvency coverage ratio targets, I will review this policy and comment on it in my supplementary 
report. 

Based on the projections in section 6.8, both SIIL and UIB Cell are expected to remain above their respective 
overall risk appetites throughout the projection period. 

6.7. SCR appropriateness for SIIL and UIB Cell 

For SIIL and UIB Cell, I have considered SCR appropriateness by considering two aspects:  

• reviewing SIIL’s and UIB Cell’s assessment of the appropriateness of using the standard formula for the 
purposes of setting the SCR; and 

• reviewing SIIL’s and UIB Cell’s documentation of their standard formula SCR calculations and processes to 
satisfy myself that the calculations are being performed in line with the Solvency II Delegated Regulations.  

Based on my review, I am satisfied that using the standard formula for purposes of setting the SCR is appropriate 
for both SIIL and UIB Cell.   

Based on my review, I am also satisfied that the SCR is being calculated materially in line with the Solvency II 
Delegated Regulations.  

SIIL - appropriateness of the standard formula 
SIIL has reviewed the appropriateness of the standard formula for the purpose of calculating the SCR in its 2021 
ORSA report. SIIL’s insurance risk profile is considered broadly consistent with the risks faced by the average 
‘accident and health’ insurer upon which the Standard Formula is calibrated. The ORSA also includes an 
alternative calculation for the parameters for reserve risk and premium risk using the USP approach. The review 
concluded that the standard formula is “broadly appropriate” given the nature of the business, ie where there are 
limitations, they are not material. There are some risks that SIIL has identified which are not captured within the 
standard formula.  SIIL does not consider any of these risks to be material (eg liquidity, group, regulatory, 
reputational, strategic and climate change risks). SIIL considers these risks to be best managed through internal 
controls and governance.  

I have reviewed the standard formula assessment provided by SIIL and I am satisfied that it supports the 
conclusion that the standard formula is “broadly appropriate” for SIIL.   

SIIL - review of SCR calculation process 
I have reviewed SIIL’s documentation of its approach to determining the SCR using the standard formula. 

The process has been re-designed since the acquisition by Embignell. I have reviewed this new process and it is in 
line with my understanding of how the SII Delegated Regulations should be applied and market practice. 
Projections that have been used for the purposes of my analysis are therefore based on this new process as at 
June 2021, and not on the December 2020 figures. 

SIIL’s Actuarial Function and Risk Function is outsourced to an Actuarial Consultancy.   

Following the acquisition of SIIL by Embignell, and in conjunction with the outsourced actuarial function, an SCR 
tool was developed specifically for SIIL. The overall process is now as follows: 
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• SIIL’s finance team perform the initial calculations using the SCR tool, they also populate the QRT’s. 

• The SCR model and QRT’s are then reviewed and signed off by SIIL’s CEO. 

• The Actuarial Consultancy performs a technical review of the model including inputs for the annual submission. 

• All capital calculations and submissions are presented to the SIIL Board, who also perform a detailed review 
and sign-off of the annual submission, including the SFCR. 

• The SIIL ORSA includes capital projections for the future plan years, this is presented to the Board for sign-off 
and includes a number of scenarios stressing the capital position along with a reverse stress test.  

My conversations with SIIL regarding the appropriateness of the standard formula, and the robust process followed 
in calculating its SCR, provide me with the evidence required to support my conclusion that the standard formula 
SCR for SIIL has been calculated appropriately and in line with market practice.  

UIB Cell - appropriateness of the standard formula 
Advent and UIB Cell have reviewed the appropriateness of the standard formula for the purpose of calculating the 
SCR in their Solvency II reporting.  The review concluded that the standard formula is appropriate given the nature 
of the business, ie where there are limitations, they are not material.   

Advent’s Board has also considered whether it is appropriate to rely on the standard formula given the risk profile.  
Advent has reviewed its existing risk profiles of relatively high frequency and low value attritional losses, of which 
the majority historically fall within a predictable value range, and considers these to be similar to the insurance risks 
faced by other ‘accident and health’ insurers in Europe. It has concluded that generally speaking, the standard 
formula appropriately addresses the treatment of the risks faced.  

UIB Cell has commented that in some instances, the standard formula gives a higher than necessary capital 
charge based on the underlying risk profile. However, it accepts these as appropriate measures without 
adjustment. 

UIB Cell has also assessed that the standard formula continues to be appropriate for the liabilities transferring to 
UIB Cell from SIIL following the Proposed Transfer.   

I have reviewed the standard formula assessment provided by Advent and UIB Cell and I am satisfied that it 
supports the conclusion that the standard formula is broadly appropriate for UIB Cell.   

UIB Cell - review of SCR calculation process 
I have reviewed UIB Cell’s documentation of its approach to determining the SCR using the standard formula. The 
process is as follows. 

The year-end financial statements are compiled by an outsourced provider of insurance management related 
services.  The technical liabilities presented in these financial statements consist of unearned premium reserve 
(“UPR”), an outstanding loss reserve (“OSLR”) and a reserve in respect of incurred but not reported claims 
(“IBNR”). A review of these reserves is prepared by an independent actuarial firm.  

Once finalised, these financial statements go through internal review and, thereafter, these are distributed to the 
UIB Cell’s committee members. The latter encompasses representatives from Advent and the UIB Cell owner. 
During the UIB Cell’s committee meeting, the outsourced provider presents the financial results for the period and 
consequently the committee members discuss and approve these accounts. 

Once the accounts are approved and any adjustments (if any) recorded, the outsourced provider will then calculate 
the SCR using its SCR Tool supplied by a third party. 
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The main inputs for the SCR calculations are: 

• The IFRS balance sheet, which would have been audited by the external auditors, 

• Breakdown of the assets, 

• Technical provisions, and 

• Catastrophe Risk. 

Both the inputs and the outcome of the SCR calculation are passed on to the independent actuarial function holder 
of Advent for their review. 

The Malta Financial Services Authority (“MFSA”) requires that certain QRTs that form part of the SFCR have to be 
audited by the external auditors. 

The SCR results together with the financial statements and the actuary report are provided to the external auditors 
for their review and audit. The auditor has a team of actuaries who perform an independent review of the SCR 
computation and results.  Following the completion of the audit, the auditors issue an audit report with their opinion. 

Once the auditors finalise their work, Advent’s board of directors discusses and approves the audited financial 
statements together with all the reporting that will be submitted to the MFSA. 

The following submissions are made to Insurance and Pension Supervision Unit at the MFSA: 

• Audited financial statements 

• Quantitative Reporting Templates (“QRTs”) 

• Solvency and Financial Condition Report (“SFCR”) 

My conversations with Embignell and the UIB Cell regarding the appropriateness of the standard formula, and the 
robust process followed by UIB Cell in calculating its SCR, provide me with the evidence required to support my 
conclusion that the standard formula SCR for the UIB Cell has been calculated appropriately and in line with 
market practice.  

6.8. Projected SCR coverage ratios as at 1 October 2022 

The following table sets out the projected SCR and coverage ratios, prepared by SIIL and UIB Cell, as at 1 October 
2022 immediately before and after the Proposed Transfer. I do not expect any material difference between 1 
October and the 1 November 2022 proposed Effective Date. 

Projected as at 1 
October 2022 (£m) 

Own Funds SCR Own Funds 
less SCR 

SCR coverage 
ratio 

Change in 
coverage ratio 

Day 0 – before Transfer 

SIIL  14.0 7.8 6.3 181%  

UIB Cell 5.3 2.4 2.9 225%  

Day 1 – after Transfer 

SIIL 13.7 6.1 7.6 223% 43% 

UIB Cell 5.6 3.1 2.5 181% (44%) 
Source: SIIL and UIB Cell 

In summary: 

• Non-Transferring Policyholders: the SCR coverage ratio for Non-Transferring Policyholders is projected to 
increase from 181% to 223%.  

• Transferring Policyholders: The SCR coverage ratio for Transferring Policyholders is projected to remain 
broadly the same, at 181% immediately pre- and post-transfer. 

• Existing Transferee Policyholders: the SCR coverage ratio for Existing Transferee Policyholders is projected to 
reduce from 225% to 181% after the Proposed Transfer.  However, UIB Cell is still projected to be well-
capitalised immediately after the Proposed Transfer. 
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On the face of it, the reduction in SCR coverage ratio for Existing Transferee Policyholders of 225% to 181% would 
appear to be a significant fall in capital strength.  However, the SCR is calibrated such that a 100% coverage ratio 
would equate to a 0.5% probability of insolvency over the next year.  A 181% coverage ratio therefore equates to a 
remote probability of insolvency (much less than 0.5%).  The difference in capital coverage ratios of 181% and 
225% does not, in my opinion, equate to a material difference in the probability of insolvency. 

Based on this analysis, both SIIL and UIB Cell are projected to remain either well capitalised or very well 
capitalised both immediately pre- and post- Transfer.  Therefore, I do not expect the changes in SCR coverage 
ratios immediately pre- and post- the Proposed Transfer to lead to any material adverse changes in the strength of 
capital protection for any group of policyholders. 

In addition, both SIIL and UIB Cell are holding capital at a higher level than they typically would be based on their 
capital management policies. This is to provide an extra buffer in the short term due to the recent acquisition of SIIL 
and the restructuring of business between the entities, including renewing UK policies into SIIL and the Proposed 
Transfer to move EEA policies into UIB Cell. In more “normal” times, SIIL targets a capital coverage in the range of 
150% to 170%, while the UIB Cell targets a level similar to SIIL. Therefore, comparing to pre-transfer coverage 
ratios in excess of 170% does not necessarily give the full longer-term picture. 

Projected SCR coverage ratios for a number of years after the Proposed Transfer 
SIIL and UIB Cell has provided projections for the SCR coverage ratio for a number of years after the Proposed 
Transfer.   

Immediately following the Proposed Transfer, UIB Cell’s SCR coverage ratio is expected to be 181%.  The SCR 
coverage ratio is then projected to increase throughout the projection period, reflecting the run-off of the UK 
liabilities (as these policies renew into SIIL from UIB Cell) and the expected profitability of the Transferring 
Business.  UIB Cell is expected to be well capitalised immediately after the Proposed Transfer and to be well 
capitalised or very well capitalised (as defined in section 6.1) throughout the remainder of the projection period. 
SIIL is expected to remain very well capitalised throughout the remainder of the projection period. 

In practice, SIIL and UIB Cell’s average coverage ratios may be higher or lower than these projections depending 
on the claims and other experience of UIB Cell.  UIB Cell will routinely monitor the capital and projected capital 
position in line with its capital management policy (considered in section 6.6 above) – this could also lead to the 
coverage ratios being higher or lower than projected. 

6.9. The planned capital structures for SIIL and UIB Cell 

Based on projections as at October 2022, all of SIIL’s and UIB Cell’s own funds are classified as unrestricted tier 1, 
ie the highest quality. 

SIIL will transfer assets to UIB Cell equal to the liabilities transferred (on a GAAP basis) related to the Proposed 
Transfer. 

In addition, although I have not relied on this when making my conclusions, the UIB Cell has access to capital in 
Advent’s Core should it be required for solvency purposes (ie if UIB Cell cannot meet its SCR). 

6.10. SCR scenarios analysis 

I have considered the impact of a range of adverse scenarios on each of SIIL and UIB Cell, based on projections 
prepared by SIIL.  These include scenarios similar to those included in SIIL’s most recent ORSA and further 
scenarios that I have specified.  I have considered each scenario assuming the Proposed Transfer does or does 
not go ahead. 

The purpose of the analysis is to assess whether SIIL and UIB Cell can withstand plausible adverse experience on 
their business and whether, under these circumstances, each insurer still provides appropriate security to all 
groups of policyholders.  Except where stated, each scenario has been applied to both SIIL and UIB Cell 
simultaneously. 

It is also possible that there could be favourable scenarios.  However, I have not considered such scenarios in 
detail as these have not been necessary in order to form my opinion regarding the Proposed Transfer. 
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The scenarios include a “reverse stress test” – reverse stress tests are scenarios that, by design, consider potential 
events that could lead to the insolvency of an insurer or where the firm’s business model becomes unviable. The 
reverse stress test included in this set of scenarios has been designed to lead the solvency coverage ratio for the 
UIB Cell to fall to 0% immediately following the proposed Transfer (ie they would have no remaining capital). 

The following tables summarise the adverse scenarios that I have considered.  These scenarios are intended to 
represent a range of possible deteriorations that may occur over the ultimate time horizon, including both moderate 
(scenarios A to G) and more extreme scenarios (scenarios H to K).  All of the reserving scenarios were specified 
and reviewed for reasonableness by me, but the calculations have been performed by SIIL.   

 

Adverse scenarios 

Scenario Description 

A. Worsening combined ratio A combined ratio, calculated as (claims + expenses) / 
premium), equivalent to the worst combined ratio that 
SIIL/UIB Cell has experienced in the past 10 years 

B. 50% more renewal cancellations A 50% increase in renewal cancellations/lapses 

C. 50% higher expenses A 50% increase in administration expenses  

D. 8% increase in claims inflation Additional claims inflation of 8% per annum (cumulative) 

E. Assets devalued by 10% A 10% fall in the value of assets.  

F. Credit rating downgrade for main 
counterparties 

A credit downgrade for main counterparties which will 
impact the counterparty default risk for SIIL and UIB Cell 

G. Data breach Data breach resulting in a fine of £250,000.  

H. Default on intragroup loan A full default on both the SIIL and UIB Cell intragroup loans 

I. 50% higher claims A 50% increase in claims and premiums technical 
provisions 

J. Combined adverse scenario A combination of 50% higher claims, expenses, and 
renewal cancellations (scenario B, C and I simultaneously) 

K. Reverse stress  A combination of adverse events that would reduce UIB 
Cell’s capital to zero post-transfer 

 

A. Worsening Combined Ratio 
To put this scenario in context, the historical combined ratio and the ratio that has been used in the base 
projections are shown below: 

Company Selected 
2022 base 

2021 2020 2019 2018 2017 

SIIL 79% 79% 76% 77% 66% 80% 

UIB Cell 75% 70% 76% 74% 91% 67% 
Source: SIIL and UIB Cell 

I consider this scenario of setting the combined ratio to the worst observed in the last 10 years to be a moderate 
adverse scenario.  

B. 50% more renewal cancellations 
To put this scenario in context, the historical renewal cancellation/lapse rate and the rate that has been used in the 
base projections are shown below: 
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Risk location Selected 
2022 base 

2021 2020 2019 2018 2017 

UK 6.1% 6.7% 7.8% 7.0% 7.8% 8.8% 

Germany 5.5% 5.4% 5.9% 6.5% 6.1% 7.4% 

Spain 14.5% 17.8% 11.3% 10.1% 10.4% 12.2% 
Source: SIIL and UIB Cell 

• Overall, SIIL and UIB Cell have experienced reducing lapse rates over time. The main exception to this was in 
Spain in 2020/2021 due to uncertainty and changes to policies due to Brexit arrangements.  

• I consider a 50% increase in lapses that is applied to the base assumption to be a moderately adverse 
scenario and the level of change that might be expected in response to a 1 in 10 year event. 

C. 50% higher expenses 
• Historically, the amount that SIIL has paid in admin expenses has been similar to the amount they pay in 

claims costs each year. For UIB Cell, the amount paid in admin expenses has been much smaller relative to 
the amount they pay in claims costs. In the projections, UIB Cell admin costs are equivalent to approximately 
25% of the claims costs at day 0 (slightly higher than the 2021 actual position), 50% at day 1 and then 
approximately equal to claims costs once the UIB existing business has run off. 

• In this scenario, a 50% load on top of the budgeted admin expenses for each of UIB Cell and SIIL is included. 
In this scenario, the own funds have been reduced to cover the additional admin expenses. 

• UIB Cell pays a facility fee to Advent which is agreed in advance for each 12 month period.  This fee is small in 
comparison to other expenses and claims costs. Fees cannot be imposed on the UIB Cell without agreement 
with the owners of the UIB Cell. Insurance management fees are agreed between Artex and UIB Cell, and are 
not related to costs within Advent. All other expenses relate solely to UIB Cell and cannot be impacted by the 
Core or other cells. 

D. 8% pa increase in claims inflation 
• Explicit inflation on claims costs and claims management costs of 8% pa has been included in addition to any 

implicit inflation included within the data.  

• Claims are short tailed in nature and the majority are settled within 1 year of the event. For simplicity,  this 
inflationary uplift has been applied to all expected claims, including benefits that are of fixed amount. 

• This scenario has not allowed for any repricing of the policies that might occur to reflect the increased claims. 

E. Assets devalued by 10% 
• SIIL assets are composed predominantly of Royal London Money Fund (approximately 16% of the total asset 

value), Short Duration Investment Grade Bond Fund (approximately 39% of the total asset value) and cash 
(approximately 25% of the total asset value). The largest decline in the bond fund since inception is 1.6%.  

• UIB Cell Assets have a small proportion of equities (approximately 5% of the total asset value) but aside from 
that the majority of the assets are cash (approximately 63% of the total asset value).  

F. Credit rating downgrade for main counterparties 
Although market risk is a big component of the SCR, this is driven by the intra-group loans in both SIIL and UIB 
Cell. The credit downgrade scenario only has a small impact on the capital due to the fact that the intra-group loans 
are unrated. Furthermore, the investment funds are well diversified so the individual exposures are small and the 
downgrade does not materially impact solvency. 

G. Data breach 
Data breach resulting in a fine of £250,000. This is based on a review of fines issued by the ICO and the type of 
breach that UIB Cell or SIIL could have. This level of fine is considered to be severe, but plausible in the event that 
the entity suffered a data breach. I have also assumed that there is a 50% increase in policy cancellations/lapses 
due to reputational damage. 

H. Default on intragroup loans 
This scenario includes a complete default on the intragroup loans. I consider this to be a severe scenario. 
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I. 50% higher claims 
To put this scenario in context, the historical loss ratio (the ratio of claims/premium) and loss ratio that has been 
used in the base projections are shown below. 

 

 

Company Selected 
2022 base 

2021 2020 2019 2018 2017 

SIIL 30% 28% 32% 28% 26% 31% 

UIB Cell 32% 12% 20% 14% 25% 28% 
Source: SIIL and UIB Cell 

• I consider a 50% increase on this selection to be severe. 

• This 50% increase in claims cost for each scenario is made up of the following: 

 An average of 15% increase in severity across all losses (SIIL and UIB Cell); combined with 

 A 10% increase in frequency in all types of losses (SIIL and UIB Cell); plus 

 For SIIL without the Transfer: 

 5 large losses of £150k and 1 very large loss of £1m (£200k after the allowance for reinsurance) on 
the UK business. To put this in context, there has been an average of 6 large losses (>£100k) each 
year over the last 12 years, with an average loss of £150k; and 

 2 large losses of €125k and 1 very large loss of €1m (£200k after the allowance for reinsurance) on 
the EEA business. To put this in context, there has been an average of 3 large losses (>€100k) each 
year over the last 12 years, with an average claim amount of €125k; 

 For SIIL with the Transfer: 

 5 large losses of £150k and 1 very large loss of £1m (£200k after the allowance for reinsurance) on 
the UK business. 

 For UIB Cell without the Transfer: 

 3 large losses of £150k on the UIB Cell run-off UK business. To put this in context there has only 
been 1 large loss in UIB Cell over the last 5 years and that was for £165k. 

 For UIB Cell with the Transfer: 

 3 large losses of £150k on the UIB Cell run-off UK business; and 

 2 large losses of €125k and 1 very large loss of €1m (£200k after the allowance for reinsurance) on 
the Transferring EEA business. 

• In this scenario, the technical provisions have been increased for all business by 50% (along with a 
corresponding increase in SCR) on 1 November 2022 (the date on which the Proposed Transfer is expected to 
become effective), without any corresponding increase in the assets transferred. This means that for UIB Cell 
the scenario includes a material increase in the claims for policies in run-off. This level of claims deterioration 
has not been seen in SIIL’s and UIB Cell’s business previously and is unlikely due to the nature of the risks 
(short reporting time, short settlement time and mostly fixed benefit).  

J. Combined adverse scenario 
This scenario includes a combination of an increase in claims, expenses and lapses of 50% across all business. 

K. Reverse stress 

I have explored a set of adverse assumptions that would lead the solvency coverage ratio for UIB Cell post-transfer 
to fall to 0% if they happened simultaneously. This would need a combination of the following scenarios. 

• An increase in claims cost of 120%; 

• An increase in admin expenses and lapses of 50% across all business; 
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• A further increase in claims costs due to an additional 8% p.a. inflation; 

• The value of all assets falling by 10%; and 

• A credit downgrade of counterparties. 

I consider this combination to be remote. 

Summary of scenario results 

For each scenario, I have considered the projected SCR coverage ratio and assessed whether each of SIIL and 
UIB Cell: 

• Is expected to remain at least well capitalised during the projected period – ie an SCR coverage ratio of 150% 
or higher. 

• Is expected to meet its risk appetite – ie an SCR coverage ratio of 130% or higher. 

• Is expected to remain solvent under Solvency II – ie, an SCR coverage ratio of 100% or higher. 

The assessments for each scenario are set out in Appendix 1.  This includes the assessment for each scenario 
assuming the Proposed Transfer does and does not go ahead.  The assessments are summarised as follows: 

• Following the Proposed Transfer, SIIL and UIB Cell are expected to remain at least well capitalised under all 
moderately adverse scenarios and some extreme scenarios (scenarios A to G). 

• In scenario H, a full default on the intragroup loans would lead to SIIL and UIB Cell falling below the well-
capitalised level. However, both SIIL and UIB Cell would still meet their risk appetites. In this scenario, 
Transferring Policyholders would move from an insurer with a solvency coverage ratio of 145% to one with a 
solvency coverage ratio of 137%. I do not consider this difference to materially impact the level of security for 
Transferring Policyholders and as such I do not consider the existence of intragroup loans to materially 
increase the risk to any group of policyholders. 

• With or without the Proposed Transfer proceeding, both SIIL and UIB Cell continue to meet their regulatory 
capital requirements under all scenarios except for the reverse stress test.  As set out in the following bullets, 
more extreme scenarios (ie I and J) are expected to lead to either SIIL’s or UIB Cell’s solvency coverage ratio 
falling below risk appetite.   

• In Scenario I, immediately following the Proposed Transfer the solvency coverage ratio would fall below the risk 
appetite for UIB Cell. Assuming the adverse scenario impacts both SIIL and UIB Cell, Transferring 
Policyholders would therefore be moving from a sufficiently capitalised insurer with a solvency coverage ratio of 
134% to UIB Cell with a solvency coverage ratio of 111%. However, the UIB Cell remains solvent without 
requiring additional support from Advent’s Core. In addition, the solvency coverage ratio is projected to return 
to being well capitalised the following year. 

• In this scenario, I have increased the technical provisions by 50% for both the run-off UIB Cell business and the 
Transferring Business (along with a corresponding increase in SCR) immediately post Transfer, without any 
corresponding increase in the assets transferred. This level of claims deterioration has not been seen in SIIL’s 
and UIB Cell’s business previously and is unlikely due to the nature of the risks (short reporting time, short 
settlement time and mostly fixed benefit). I therefore view this as an extreme scenario. If the increase in claims 
occurred a year after the Transfer, and not immediately post Transfer, the UIB Cell is projected to remain well-
capitalised even with a 50% increase in claims. 

• Scenario J follows on from scenario I and is driven by the 50% increase in claims. Even in this extreme 
scenario, UIB Cell remains solvent and able to pay policyholders in full (the solvency coverage ratio for SIIL 
would be 102% pre-transfer, moving to 101% for UIB Cell post-transfer).  

• In Scenarios I and J, there would be a reduction in solvency coverage ratio below the risk appetite for the 
Existing UIB Cell Transferee Policyholders also. The majority of these policyholders will have renewed their 
policies into SIIL and therefore will see a reduction in solvency coverage ratio for the run-off policies (in UIB 
Cell) but an increase for their newer in-force policies (in SIIL). 

• Given the extreme nature of scenario I and J, the fact that policyholders would still be paid in full and that the 
solvency coverage ratio would return to being well-capitalised within one year, I do not consider policyholders 
to be materially disadvantaged by the Transfer. 

• By design, the UIB Cell’s solvency coverage ratio falls to 0% under the reverse stress test. I consider the 
chance of this scenario to be remote. In this scenario UIB Cell would breach its individual cell capital 
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requirements (excluding any capital from the Core).  However, it would still be able to pay Policyholder claims 
in full. In this scenario, if the Proposed Transfer did not proceed SIIL would also have a very low solvency 
coverage ratio of only 28%. I therefore do not consider policyholders to be materially adversely affected by the 
Proposed Transfer. 

• Although not allowed for in for my conclusions, the UIB Cell would also have access to the own funds of 
Advent’s Core to top up the solvency coverage ratio and ensure the regulatory capital was maintained. 

My conclusions from this analysis are as follows: 

Non-Transferring Policyholders 
• For Non-Transferring Policyholders, I compared the impact of the scenarios on SIIL with and without the 

Proposed Transfer proceeding. 

• In both cases, SIIL is able to withstand a range of plausible adverse experience on its business. 

• Therefore, under these scenarios, I am satisfied that Non-Transferring Policyholders are not materially 
adversely affected as a result of the Proposed Transfer. 

Transferring Policyholders 
• For Transferring Policyholders, I compared the impact of the scenarios on SIIL without the Proposed Transfer 

proceeding to UIB Cell with the Proposed Transfer proceeding. 

• In both cases, each of SIIL and UIB Cell are able to withstand a range of plausible adverse experience on its 
business.   

• Therefore, under these scenarios, I am satisfied that Transferring Policyholders are not materially adversely 
affected as a result of the Proposed Transfer. 

Existing Transferee Policyholders 
• For Existing Transferee Policyholders, I compared the impact of the scenarios on UIB Cell with and without the 

Proposed Transfer proceeding. 

• In both cases, UIB Cell is able to withstand a range of plausible adverse experience on its business.   

• Therefore, under these scenarios, I am satisfied that Existing Transferee Policyholders are not materially 
adversely affected as a result of the Proposed Transfer. 

In addition to scenarios that directly impact SIIL and the UIB Cell, I have reviewed extracts from Advent’s ORSA 
and its SFCR and have considered scenarios where adverse experience for Advent’s other cells and/or the Core 
could impact the UIB Cell. The assets and liabilities of each cell are segregated by law. There are also no 
circumstances where the UIB Cell would be required to provide additional capital to the Core. I am satisfied that if 
there are adverse scenarios for other cells or the Core, the UIB Cell will not be materially adversely impacted and 
therefore neither the Transferring Policyholders nor the Existing Transferee Policyholders would be materially 
adversely impacted by the Proposed Transfer. 

I am also satisfied that the scenarios included above capture the key risks to the UIB Cell, whether that is from its 
own insurance operations or those indirectly from Advent. For example, an increase in cancellations could be 
caused by deteriorating reputation of Advent. 

6.11. Overall conclusion: Capital considerations 

I have set out below my overall conclusions related to capital.  These capital considerations should not be 
considered in isolation.  For example, the overall level of protection for policyholders also depends on a range of 
other considerations.  My overall conclusions on the Proposed Transfer are set out in section 10. 

Based on the work and rationale described above I have concluded that: 
• The projected capital requirements have been calculated materially appropriately for both SIIL and UIB 

Cell. 
• Following the Proposed Transfer, I do not expect there to be any materially adverse changes in the 

strength of capital protection for any group of policyholders.  
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7. Policyholder security 
7.1. My considerations relating to policyholder security 

As IE, my overall assessments related to policyholder security are: 

• Whether the likelihood of valid policyholder claims being paid is maintained following the Proposed Transfer for 
Non-Transferring, Transferring and Existing Transferee Policyholders. 

• Whether any change in policyholder security results in policyholders being materially adversely affected by the 
Proposed Transfer. 

To make these assessments, I have considered the following areas: 

• The Solvency II balance sheets of SIIL and UIB Cell (section 7.2) 

• The solvency positions of SIIL and UIB Cell (section 7.3) 

• Reinsurance arrangements (section 7.4) 

• Nature of the companies (section 7.5) 

• Access to the Financial Services Compensation Scheme (section 7.6) 

• Access to the Financial Ombudsman Service (section 7.7) 

• Insurance regulation (section 7.8) 

Further details on each of these considerations are set out below, and my overall conclusion related to policyholder 
security is set out in section 7.9. 

As part of my analysis I have reviewed copies of legal advice provided to SIIL regarding the nature of a PCC and 
the implications for policyholder security, access to the United Kingdom’s Financial Services Compensation 
Scheme and access to the United Kingdom’s Financial Ombudsman Service. 

7.2. Impact on the Solvency II balance sheets of SIIL and UIB Cell 

I have based my analysis on projected balance sheets immediately pre- and post- the Proposed Transfer, on 
1 October 2022 (any differences between this date and the Effective date of 1 November 2022 are expected to be 
immaterial). 

Solvency II balance sheets of SIIL and UIB Cell: projections as at 1 October 2022 
Converted £m 
 

Pre-Transfer Post-Transfer Movement due to 
Proposed Transfer 

SIIL UIB Cell SIIL UIB Cell SIIL UIB Cell 

Investments 11.0 0.6 11.0 0.6 0.0 0.0 

Intra-Group loans 4.0 2.4 4.0 2.4 0.0 0.0 

Cash 5.3 5.4 3.9 6.8 (1.4) +1.4 

Other assets 0.0 0.4 0.0 0.4 0.0 0.0 

Total assets 20.3 8.8 18.9 10.2 (1.4) +1.4 

Technical provisions 5.4 2.3 4.2 3.4 (1.1) +1.1 

Other Liabilities 0.8 1.2 0.8 1.2 0.0 0.0 

Total liabilities 6.3 3.5 5.1 4.6 (1.1) +1.1 

Tier 1 basic own funds 14.0 5.3 13.7 5.6 (0.3) +0.3 

Tier 2 ancillary own funds 0.0 0.0 0.0 0.0 0.0 0.0 

Tier 3 own funds 0.0 0.0 0.0 0.0 0.0 0.0 

Total capital 14.0 5.3 13.7 5.6 (0.3) +0.3 
Source: SIIL, UIB Cell.  UIB Cell figures converted assuming £1 = EUR 1.16 
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The table above shows simplified Solvency II balance sheets for SIIL and UIB Cell pre- and post- the Proposed 
Transfer.  The impact of the Transfer is that £1.1m or around 21% of SIIL’s total Solvency II liabilities are expected 
to be transferred out of SIIL (this is lower than figures at June 2021 as SIIL UK business increases and EEA risks 
run-off). 

Key movements – SIIL 
Overall SIIL’s capital reduces by £0.3m.  This is driven by the difference in the valuation of EEA risk liabilities on a 
UK GAAP and a SII basis, the assets transferring have been set to match the liabilities on a UK GAAP basis which 
is a larger number than on a SII basis. 

The key movements in the balance sheet for SIIL are as follows: 

• £1.4m reduction in assets, due to the assets being transferred to UIB Cell to support the liabilities being 
transferred from SIIL. 

• £1.1m reduction in technical provisions due to the EEA risks being transferred out of SIIL following the 
Proposed Transfer. 

Key movements – UIB Cell 
The key movements in the balance sheet for UIB Cell are as follows: 

• £1.4m increase in assets, due to the assets being transferred from SIIL to support the liabilities being 
transferred to UIB Cell. 

• £1.1m increase in technical provisions due to the EEA risks being transferred into UIB Cell following the 
Proposed Transfer. 

Overall UIB Cell’s capital increase by £0.3m.  As for SIIL, this is driven by the difference in the valuation of liabilities 
on a UK GAAP and a SII basis. 

7.3. Impact on the solvency positions of SIIL and UIB Cell 

The projected solvency positions of SIIL and UIB Cell pre- and post-transfer are summarised in the following table. 

Projected solvency positions of SIIL and UIB Cell as at 1 October 2022 

 SIIL 
£m 

UIB Cell 
£m 

Pre-transfer   

Total own funds eligible to meet SCR 14.0 5.3 

SCR 7.8 2.4 

SCR coverage ratio 181% 225% 

Post-transfer   

Total own funds eligible to meet SCR 13.7 5.6 

SCR 6.1 3.1 

SCR coverage ratio 223% 181% 
Source: SIIL, UIB Cell 

SIIL and UIB Cell are both well or very well capitalised immediately before and after the Proposed Transfer (as 
described in sections 6.1 and 6.8). In addition, the SCR coverage ratio of UIB Cell is projected to return to a similar 
level to SIIL in 2023. 

In absolute terms, the capital within UIB Cell available to pay claims will reduce for the Transferring Policyholders 
following the Proposed Transfer, which on the face of it could impact them adversely. However, this portfolio, has 
relatively low volatility with claims amounts typically small.  
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Over the last 12 years, the largest claim from a single policy was €135,000 for German policies, and €210,000 for 
Spanish policies. The largest claim from one event (multiple policies) was €300,000. In total, there have been 35 
claims greater than €100,000 during this 12-year period from Spanish or German policies (ie the in-force 
Transferring Policies). 

I am therefore satisfied that no group of policyholders will be materially adversely affected by the change in 
coverage ratio or absolute amount of capital available following the Proposed Transfer. 

7.4. Reinsurance arrangements 

Although large losses are unlikely for SIIL and UIB Cell, they are still possible. SIIL and UIB Cell have therefore 
purchased XoL catastrophe reinsurance cover with a limit of £3,000,000, attaching at £200,000, on a losses 
occurring basis. This provides protection to SIIL, UIB Cell and ultimately policyholders in the event of a particularly 
large loss. 

The reinsurer for both SIIL and UIB Cell is Hamilton Re (Syndicate 4000) which benefits from Lloyd’s’ credit ratings, 
currently: A (Excellent) by A.M. Best, AA- (Very Strong) by Fitch Ratings, and A+ (Strong) by Standard & Poor’s 
and are backed by Lloyd’s Chain of Security. 

SIIL and UIB Cell’s reinsurance has not been claimed on historically but it does provide protection against very 
large losses that they are exposed to and that could materially impact their financial position if they occurred 
without reinsurance in place. 

I am satisfied that the reinsurance purchased provides appropriate protection to SIIL and UIB Cell and gives 
policyholders additional security. 

7.5. Nature of the companies 

Although the primary focus of my analysis has been on the security provided by the UIB Cell alone, it is a 
constituent cell of Advent and therefore benefits from the additional capital in the Core. It should be noted that my 
conclusions are not dependent on this additional capital.  

Cells are required by their licensing conditions to meet their own solvency requirements, based on the business 
written within the cell. However, in circumstances where an individual cell has not met its solvency requirements 
with cellular own funds, the shortfall is covered by the Core surplus. 

The trigger for a cell to require additional capital would be an individual cell not meeting its Solvency Ratio with a 
reasonable margin. The capital for a cell's risks needs to come from the cell owners and therefore in the case of the 
UIB Cell it would come from GPH. Ultimately, the Core is there to provide protection to policyholders, but not to the 
cell shareholders. If the cell were short of capital and unable to re-capitalise it would have to go into run-off. 

The Core capital is there to provide the minimum capital requirement under SII and to give assurances to 
policyholders. Apart from the small amount of French business in run off, the Core capital has few risks and 
exposures of its own, (apart from bank credit risk). It is the responsibility of Core shareholders to provide the 
additional capital in the event of capital depletion caused by the Core portfolio in run off.  However, at this stage 
exposures from that portfolio are low. 

Individual cells pay a facility fee to Advent.  This amount is relatively small and pre-agreed each year and cannot 
be imposed on the cell (ie the cell has the choice on whether to accept the fee or not). The purpose of the facility 
fee is not to recapitalise the Core, any individual fee increases are unlikely to be of a level that would be sufficient 
to effect a realistic recapitalisation of the Core.  As above, any cell contributing to the Core shortfall would be 
required to re-capitalise their cell.  If the Core decided to impose high facility fees the cell owners would have the 
option to terminate.  

Should another cell get into serious difficulty such that the cell is insolvent and the Core is depleted to insolvency, 
the UIB Cell would not be directly financially impacted by the losses. However, there would be operational 
repercussions if the Core was unable to re-capitalise and ceased trading, where it would be necessary to transfer 
the business to another insurer or place it into run-off. 

As with other insurers, if Advent fails to meet its SCR, it would be obliged to notify the MFSA of that fact and to 
submit a short-term realistic recovery plan setting out how it would, within 6 months, restore the SCR or reduce the 
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risk profile to ensure compliance with the SCR. Throughout the six-month period, the MFSA would have powers to 
take measures necessary and would be guided in exercising those powers by the interests of policyholders and its 
legal mandate to safeguard those interests. 

As at 31 December 2020, Advent had an MCR of €3.7m and an SCR of €8.1m and eligible own funds to cover this 
of €11.8m, reduced from €25.0m due to restriction of own fund items in respect of ring-fenced funds. 

Access to the Core provides a larger potential capital base in absolute amount and additional security to 
policyholders of UIB Cell. 

I am satisfied that Advent being a Protected Cell Company, and the UIB Cell being a constituent cell, does not 
materially adversely impact Transferring Policyholders.  

Given the remote probability of UIB Cell’s insolvency and that cells have ring-fenced funds, I am also satisfied that 
the Proposed Transfer will not materially adversely impact other Advent cells. 

7.6. Access to the Financial Services Compensation Scheme 

The Financial Services Compensation Scheme (FSCS) in the UK provides consumer protection.  This statutory 
“fund of last resort” compensates customers in the event of the insolvency of a financial services firm.  Protection 
exists for individuals and small businesses in the situation where an insurer is unable to meet its liabilities for direct 
policyholders only (ie reinsured policyholders are not covered).  For certain insurance that is compulsory in the UK 
(eg motor third party liability insurance), insurance protection also exists for direct policyholders whether or not they 
are individuals or small businesses (being business with an annual turnover of less than £1m). 

The FSCS will pay 100% of any claim incurred for compulsory insurance (eg motor third party liability insurance) 
and 90% of claims incurred for non-compulsory insurance (eg home insurance), without any limit on the amount 
payable.  No protection is available for Goods in Transit, Marine, Aviation and Credit Insurance. 

I have reviewed legal advice provided to SIIL about access to the FSCS. The key points of this advice are as 
follows: 

There are different rules around which policies are protected depending on the date the policy was written. 

For general insurance policies issued after 1 December 2001, to be eligible for FSCS protection, the policy must 
have been issued by a Relevant Person, meaning an insurer with permission to effect or carry out contracts of 
insurance.  SIIL is therefore a Relevant Person. UIB Cell is also currently a Relevant Person, as it has deemed 
permission under the United Kingdom’s temporary permission regime (TPR). 

Contracts that are protected include general insurance policies issued by a Relevant Person between 
1 December 2001 and 31 December 2020 through an establishment in the UK and covering risks located in an 
EEA State. Transferring Policies issued by SIIL during this period therefore currently qualify and claims under those 
policies are protected claims. That protection will continue following the transfer of these policies to UIB Cell in 
respect of liabilities arising from insured events occurring before the transfer. Given that policies issued on or 
before 31 December 2020 will have expired by the time of the transfer and claims under those policies must 
necessarily arise out of an insured event occurring pre-transfer, all claims under these policies will qualify for 
protection post-transfer. 

General insurance policies issued by a Relevant Person at or after 11pm on 31 December 2020 do not qualify if 
they cover risks located in the EEA. Claims under Transferring Policies issued by SIIL after this date are not 
therefore currently protected claims.  

Policies issued by UIB Cell to the Transferring Policyholders after the transfer would also not qualify because, 
among other reasons, the policies cover risks located in the EEA. 

The Transfer therefore does not impact whether a policyholder is an eligible claimant under the FSCS. If a 
Transferring Policyholder is eligible now, they will continue to be eligible following the Transfer. 

Based on this advice, I have concluded that access to the FSCS will not be affected by the Transfer and that 
policyholders will not be impacted as a result. 
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7.7. Access to the Financial Ombudsman Service 

The Financial Ombudsman Service (FOS) provides private individuals, and small businesses with a free, 
independent service for resolving disputes with financial companies.  For the purposes of the FOS, small 
businesses are defined to be businesses with less than £6.5m turnover and either fewer than 50 employees or a 
balance sheet total of less than £5m. 

It is not necessary for the private individual, micro enterprise, or small business to live or be based in the UK for a 
complaint regarding an insurance policy to be dealt with by the FOS.  However, it is necessary for the insurance 
policy concerned to be, or have been, administered from within the UK and/or issued from within the UK. 

The Transferring Policyholders, all of whom currently have access to the FOS, will retain access to the FOS in 
respect of acts or omissions by SIIL before the Effective Date, but will lose access to the FOS in respect of acts 
and omissions taking place after the Effective Date.  The Transferring Policyholders will instead gain access to a 
similar insurance ombudsman in Malta (the Maltese Office of the Arbiter of Financial Services) after the Effective 
Date.   

The Maltese Office of the Arbiter for Financial Services (OAFS) is an autonomous and independent body. It has the 
power to mediate, investigate and adjudicate complaints filed by eligible customers against financial services 
providers.  

Eligible customers include natural persons (including successors in title) and micro-enterprises (an enterprise 
which employs fewer than ten persons and whose annual turnover and/or annual balance sheet total does not 
exceed €2,000,000) who are consumers of a financial services provider, or to whom the financial services provider 
has offered to provide a service, or who have sought the provision of a financial service from a financial services 
provider.  

In the event of a complaint against a licence holder and an unsatisfactory outcome, complainants may contact the 
OAFS. 

The Arbiter is empowered to adjudicate and resolve disputes and, where appropriate, make awards up to 
€250,000, together with any additional sum for interest due and other costs, to each complainant for claims arising 
from the same conduct. The Arbiter may, if he considers that fair compensation requires payment of a larger 
amount than such award, recommend that the financial services provider pay the complainant the balance, but 
such recommendation shall not be binding on the service provider. The decisions of the Arbiter are binding on both 
parties, subject only to appeal to the Court of Appeal (Inferior Jurisdiction).   

Although the OAFS limit of €250,000 is lower than the current £375,000 maximum awarded by the FOS, all claims 
SIIL has received from European policyholders to date have been below this level.  

SIIL and UIB Cell will comply with the FCA rules (set out in DISP, the Dispute Resolution: Complaints part of the 
FCA Handbook) that apply to the complaints handling procedures of the FOS and any award or direction made or 
given by the FOS, relating to acts or omissions prior to the Effective Date.  SIIL and UIB Cell have informed me that 
they will comply with FCA conduct rules and FOS jurisdiction for all Transferring Policyholders, where the 
proceedings have commenced but have not settled against SIIL before the Effective Date, or which relate to acts or 
omissions on the part of SIIL which took place prior to the Effective Date.  

SIIL also falls under the voluntary jurisdiction of the equivalent complaints service in the EEA member states, 
meaning that Transferring Policyholders can refer their complaint to a local Ombudsman in their country of 
residence. This will continue unchanged for Transferring Policyholders post-transfer. 

Additionally, I have reviewed the number of EEA policyholder complaints that have been referred to the FOS during 
2020, 2021 and 2022. There were 2 in 2020 (1 from each of Italy and Germany), 1 in 2021 (from Germany) and 
none so far in 2022. This represents approximately 0.001% of EEA policyholders each year. During this same 
period, there were 3 complaints referred to the relevant overseas ombudsmen. 

Based on this information I have concluded that the Transferring Policyholders are not materially disadvantaged 
from loss of access to FOS. For other policyholders there will be no change in access to FOS as a result of the 
Transfer. 

In addition, the Transferring Policyholders may value the certainty that valid claims can be lawfully paid following 
the expiry of the Brexit Transition Period, more than any potential loss of access to the FOS. 

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinancialarbiter.org.mt%2F&data=04%7C01%7CLaura.Hobern%40lcp.uk.com%7Cc27ea2e5ceac476e97f308d9f0722b98%7C77c0b9a377fd44d787b62b6621d23e83%7C0%7C0%7C637805196961303801%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=XT%2BHSJtHbt9n7jjR8SCO1FkTC%2F%2BTryJ2zrB54w3w2Mk%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinancialarbiter.org.mt%2Fcontact-us&data=04%7C01%7CLaura.Hobern%40lcp.uk.com%7Cc27ea2e5ceac476e97f308d9f0722b98%7C77c0b9a377fd44d787b62b6621d23e83%7C0%7C0%7C637805196961460025%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=0IFjwtu87AcX7cljQD35A7W59nDnXMu8cyRaz5BZP%2BE%3D&reserved=0
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7.8. Insurance regulation 

Prudential regulation 
Prudential regulation requires financial firms to control risks and hold adequate capital to ensure regulated firms are 
being run in a safe and sound way. 

Both the UK and Malta are currently regulated under Solvency II.  Solvency II covers the prudential regulation of 
insurers, including risk management and capital requirements.  The position regarding UK insurance regulation 
longer term following the Brexit Transition Period is currently unclear.  However, the expectation is that the UK will 
seek to maintain equivalence with Solvency II. 

Transferring Policyholders will move from SIIL which is regulated by the PRA on prudential matters, to UIB Cell 
which is regulated by the Malta Financial Services Authority (MFSA) on such matters.  The nature of prudential 
regulation under MFSA is similar to the PRA in that both follow Solvency II regulatory requirements for insurance 
firms. 

Based on the above considerations, I do not expect Transferring Policyholders to be materially adversely affected 
by the changes in prudential insurance regulation governing their policies from the UK to Malta. 

Conduct regulation 
Conduct regulation of financial firms typically includes consumer protection, market conduct rules and ethical codes 
of conduct.  Conduct is generally regulated by the insurance regulator in the country in which a risk is located 
and/or the location from which the business is carried out. 

Therefore, the key relevant comparison is between the conduct regulations in the UK and those in Malta.  If these 
were materially different, this could potentially affect Transferring Policyholders where the business is currently 
carried out in the UK and post-transfer will be carried out in Malta – ie, the German and Spanish business that will 
be written through UIB Cell under FofS. 

There is currently less harmonisation in conduct regulation across the EEA compared to prudential regulation.  For 
example, the UK has a particularly strong focus on conduct regulations, including through the FCA’s focus on 
policyholder protection and treating customers fairly. 

However, a number of EU Directives govern consumer regulation across the EEA, and so currently apply to the UK 
and Malta.  For example, the Insurance Distribution Directive (IDD) covers the distribution of insurance and 
reinsurance across EEA member states, and also the administration and performance of an insurance policy once 
it has been written.  As for Solvency II, the position regarding the compliance with IDD in the UK in the medium to 
long term after the Brexit Transition Period is currently unclear. 

As a result of Brexit, Transferring Policyholders will be unable to benefit from UK conduct regulation. Under the 
Proposed Transfer they will have access to conduct regulation equivalent to other EEA residents with similar cover 
underwritten by an EEA insurer. 

Whilst there will be changes in conduct regulation for certain Transferring Policyholders, I am satisfied that they are 
unlikely to be materially adversely affected by these changes. 

I discuss conduct risk further in Section 9.2. 

Conclusion on regulation 
Based on the above considerations, I am satisfied that Transferring Policyholders are unlikely to be materially 
adversely affected by the change in insurance regulation governing their policies. 

7.9. Overall conclusion: Policyholder security 

Based on the work and rationale described above, I have concluded that, based on policyholder security, it is 
unlikely that any group of policyholders will be materially adversely affected by the Proposed Transfer.  
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8. Policyholder communications 
8.1. My considerations relating to policyholder communications 

I have assessed the appropriateness of SIIL’s proposed communication strategy to inform policyholders of the 
Proposed Transfer. 

The key focus of my assessment was whether the policyholders are to be provided with sufficient and clear enough 
information so that they can understand how the Proposed Transfer may affect them. 

8.2. Overview of communications strategy 

SIIL and UIB Cell have developed a communication strategy to notify affected parties of the Proposed Transfer and 
allow time for affected parties to raise objections to the High Court.  I have summarised the main points of the 
communications strategy below: 

• Non-Transferring Policyholders: SIIL and UIB Cell do not propose to issue individual notifications to the Non-
Transferring Policyholders. A dispensation is being sought in this regard. 

• Transferring Policyholders: SIIL will notify Transferring Policyholders, subject to the dispensations sought as 
discussed in Section 8.3. 

• Existing Transferee Policyholders:  SIIL and UIB Cell do not propose to issue individual notifications to 
Existing Transferee Policyholders. A dispensation is being sought in this regard. 

I am satisfied that the communications strategy will ensure that those who will be affected by the Proposed 
Transfer will be informed appropriately and that it is in line with FG22/1, the FCA’s guidance to the review of 
Part VII insurance business transfers issued in February 2022. 

8.3. Requested waivers and rationale 

SIIL and UIB Cell will be seeking a waiver of the requirement to send a notice to every policyholder of UIB Cell and 
SIIL because, for the reasons given below, it proposes not to send a notice to: 

• Non-Transferring Policyholders; 

• Transferring Policyholders who fall into the following groups: 

 policyholders where SIIL does not hold the correct customer data; and 

 any policyholder with an expired, cancelled, or lapsed policy who does not have an open claim or complaint 
at the date of the Directions Hearing. 

• Existing Transferee Policyholders. 

SIIL and UIB Cell have provided a rationale to support their request for dispensation with indirect reference to the 
judgement of Norris J in the Directions Hearing in Re Aviva International Insurance Limited [2011] EWCH 1901 
(Ch.) (the Aviva Judgement).  The Aviva Judgement summarised the following factors as a rationale for granting a 
dispensation: 

• the impossibility of contacting policyholders; 

• the practicality of contacting policyholders; 

• the utility of contacting policyholders; 

• the availability of other information channels through which notice of the application can be made available; 

• the proportionality of strict compliance and the impact of collateral commercial concerns; and 

• the likely impact of the Proposed Transfer on policyholders. 

I have reviewed this rationale, challenged it, and sought additional information in support of the requested waivers 
where required. I am satisfied that the requested waivers are proportionate and reasonable, and I provide more 
detail on this below.  
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Non-Transferring Policyholders 
SIIL does not intend to notify Non-Transferring Policyholders, and its rationale is as follows (I have included in 
brackets the reference to the factors from the Aviva Judgement where applicable): 

• SIIL believes the cost of direct notification of all Non-Transferring Policyholders (estimated to be approximately 
£80,000) is disproportionate to the benefit received from direct notification, particularly given Non-Transferring 
Policyholders are not expected to be materially adversely affected by the Proposed Transfer (proportionality 
and impact). 

• SIIL’s view is that Non-Transferring Policyholders will have access to the information from a broad advertising 
campaign, including published notifications in the UK, and so will have the opportunity to be made aware of the 
Proposed Transfer without direct notification (availability of other information channels). 

• SIIL do not consider that it is necessary to notify the Non-Transferring Policyholders that their policies are 
remaining with the same insurer and that nothing is changing for them in terms of:  

•  their insurer's governance structure and regulatory framework; 

•  their policy terms and conditions; and  

•  their security of benefits (utility). 

Transferring Policyholders 
All of the Transferring Policies were originally sold through affinity partners. However, SIIL has up to date contact 
details for all Transferring Policyholders, and all communications in relation to Transferring Policies have for some 
years been sent by and in the name of the Transferor.  

SIIL has identified postal addresses for all Transferring Policyholders with in-force policies and all Transferring 
Policyholders for whom the Transferor is holding reserves. SIIL proposes to send notice of the Application to all 
such Transferring Policyholders. 

Policyholders for which SIIL does not hold the correct contact details 
The waiver of the requirement to notify all policyholders of both parties to the Proposed Transfer will address the 
risk that SIIL may not be able to locate correct contact details for all Transferring Policyholders. While SIIL believes 
it has up to date contact details for all Transferring Policyholders, it is possible that some of the addresses will not 
be correct. Where letters are returned, SIIL will attempt to find alternative contact details and will re-send the 
Communication Pack. However, it is possible that an alternative address may not be located (impossibility and 
practicality). 

Policyholders with expired policies 
In addition, SIIL is not proposing to send notices to Transferring Policyholders with cancelled, lapsed, or expired 
policies, except in the case where there is an open claim or complaint at the date of the Directions Hearing. SIIL 
believes the cost of direct notification of all Transferring Policyholders with expired policies is disproportionate to 
the benefit received from direct notification. This is particularly the case given these Transferring Policyholders are 
not expected to be materially adversely affected by the Proposed Transfer and the Proposed Transfer is intra-
group and is being undertaken to provide certainty of business continuity following the end of the Brexit Transition 
Period (utility, proportionality and impact). 

Transferring Policyholders will have access to the information from a broad advertising campaign, including 
published notifications in the UK and EEA, and so will have the opportunity to be made aware of the Proposed 
Transfer without direct notification (availability of other information channels). 
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Existing Transferee Policyholders 
SIIL and UIB Cell are not proposing to send notices to Existing Transferee Policyholders. The rationale for this is as 
follows: 

• All of the Transferee’s Existing Policyholders will have their policies renewed into SIIL by October 2022 and will 
therefore only have continuing exposure to the Transferee if they have outstanding claims under their expired 
policies with the Transferee. Those policyholders with outstanding claims will continue to be covered by the 
same insurer in respect of those claims and will experience no change in the terms of their policies under which 
those claims arise, the identity of the parties handling claims under their policies, or the approach to claims 
handling, as a result of the Scheme (utility and impact). The costs of notifying these policyholders would 
therefore be disproportionate to any benefit to be achieved (proportionality). 

• Existing Transferee Policyholders will be told at the time SIIL offers to renew their policies that the renewal is 
part of the Brexit contingency planning of the Embignell group, which will also involve the transfer of SIIL’s EEA 
policies to UIB Cell, and therefore will be made aware of the Proposed Transfer without direct notification 
(availability of other information channels). They will be given contact information should they wish for more 
information in relation to the transfer process.  

SIIL and UIB Cell have confirmed that copies of the Independent Expert's report, the summary of the report, the 
Scheme Document, the scheme summary, and explanatory circular will also be given free of charge to anyone who 
requests them by telephone or in writing and will be available on the respective websites. 

I am satisfied with SIIL and UIB Cell’s rationale for the various dispensations sought. They intend to directly notify 
all policyholders (where possible) in the group most likely to be impacted by the proposed Transfer (Transferring 
Policyholders) and for other policyholders, information regarding the Proposed Transfer is available from other 
sources. In addition, my conclusions in this report are that it is unlikely that any group of Non-Transferring, 
Transferring or Existing Transferee Policyholders will be materially adversely affected by the Proposed Transfer. 

8.4. Planned notices 

SIIL will place a notice of the Proposed Transfer in: 

• the London, Edinburgh, and Belfast Gazettes; and 

• one national newspaper in the UK (The Times). 

SIIL also proposes to place notices in one national newspaper in each of the 9 EEA states in which insured risks 
are situated.  These are Denmark, Finland, France, Germany, Republic of Ireland (ROI), Italy, Norway, Spain, and 
Sweden. 

Regulations specify that the Application must be published in two national newspapers in the UK and each EEA 
state where a risk is situated. SIIL proposes to publish in only one in each state. I have challenged them on the 
reasons for this and how they will ensure good coverage. SIIL believes it holds up to date contact details for all the 
Transferring Policyholders and can therefore notify them directly. SIIL will have also written directly to Existing 
Transferee policyholders explaining the Brexit transition arrangements as part of the process of renewing their 
policies into SIIL as explained above. 

SIIL has informed me that these newspapers have been chosen because of their wide and diverse readership 
base.  SIIL has considered those newspapers with the highest national circulation, specifically to ensure that they 
reach as many customers as possible.  SIIL will refresh this information near the Directions Hearing date to ensure 
the newspapers selected are still the national newspapers with the broadest circulation.  I am satisfied with the 
selection of newspapers. 

SIIL will also comply with any publication requirements notified by supervisory authorities in the relevant EEA 
states as part of the PRA’s consultation process. 

I am satisfied with the proposed approach to advertisements. 
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8.5. Translation of key documents and availability of resource to handle enquiries 

The relevant individual policyholder notifications, comprising a covering letter and an Explanatory Circular 
containing a summary of this Independent Expert Report, and the Scheme Summary will be translated into the 
official language of each country in which a risk covered by a Transferring Policy is located. 

I have discussed this with SIIL and UIB Cell and they have informed me that the documents will be translated into 
the following main languages, in line with the preferred language for each policyholder for individual 
communications: 

• German  

• Spanish 

• French 

• Italian 

• Swedish 

• Danish 

• Finnish 

• Norwegian. 

SIIL is responsible for ensuring that the translations into each language are accurate and therefore readers of such 
translations are relying on SIIL, and not myself or LCP, for the accuracy of the translations. 

SIIL has resource in place to deal with customer queries across all languages including in the event of an increase 
in average volumes. SIIL will be supported by its current outsourced customer services provider, Comdata, to 
respond to queries related to the Proposed Transfer. Comdata currently has the necessary resource to deal with a 
large increase in customer communication and are used to fluctuating volumes of queries. For example, they work 
on SIIL’s annual communication programme, including areas which naturally drive increased customer 
engagement such as when there are price increases or benefit changes.  

In addition, they will be further supported by the Embignell Part VII project team and group resources where 
necessary in terms of workload capacity and expertise. SIIL’s management and operations teams will deal with any 
complex queries or objections received in relation to the Part VII. 

I am satisfied that SIIL and UIB Cell have sufficient resources to deal with any objections, enquiries or complaints 
received following the Part VII communication exercise. 

8.6. Clarity of communication 

I have reviewed a draft of the proposed letters and explanatory circular to be provided to policyholders explaining 
the background to the Proposed Transfer and the transfer process.  I have additionally reviewed the in-store, 
newspaper, and gazette notices that are to be published. 

I am satisfied the communication to policyholders regarding the Proposed Transfer is clear, fair, and not 
misleading. 

8.7. Overall conclusion: Policyholder communications 

Based on my review of the communication strategy, I have concluded the planned communications 
strategy will ensure adequate coverage of affected parties. 

SIIL and UIB Cell are applying for a number of dispensations from communicating to some affected parties, 
each of which is supported by appropriate rationale. 

I have also concluded that the planned communication is sufficiently clear for policyholders to understand 
the effects of the Proposed Transfer and that SIIL and UIB Cell have sufficient resources to deal with any 
objections, enquiries or complaints received following the Part VII communication exercise.  
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9. Customer service and other considerations 
9.1. Customer service 

SIIL and UIB Cell have informed me that there will be no material changes to policyholder administration and 
claims handling, ie the policyholder experience, in respect of:  

• Non-Transferring Policyholders; 

• Transferring Policyholders; and 

• Existing Transferee Policyholders. 

Policyholder benefits and contractual rights will not change as a result of the Transfer. 

Processes will continue with no change for Non-Transferring or Existing Transferee Policyholders. Most services in 
SIIL are currently outsourced, more details can be found in Appendix 6. To ensure continuity of service for 
Transferring Policyholders, these outsourcing agreements have been extended to cover the UIB Cell for the 
Transferring Business.  

This includes: 

• Claims handling; 

• Customer service, quality assurance and complaints handling; 

• Processing inbound mail and documentation dispatch; and the 

• Insurance Administration Platform. 

In addition, Embignell Group IT service both SIIL and UIB Cell and this will continue unchanged following the 
Transfer. 

Service level expectations will be the same for SIIL and UIB Cell. I have also reviewed claims handling and 
complaints policies and reporting for both SIIL and UIB Cell as well as evidence that these are discussed at 
appropriate committee meetings. 

Following the Proposed Transfer, there will be no change to the oversight for non-Transferring policyholders. For 
Transferring policyholders, UIB Cell will conduct oversight through Union Benefit Services (“UBS”), a wholly owned 
subsidiary of the Embignell Group. The SIIL Management team are jointly employed by SIIL and UBS. This 
enables them to provide services for both companies. Currently they undertake the management services as 
employees of SIIL. Following the Proposed Transfer, UBS will have a contract in place to provide management 
services to UIB Cell. The same Management team will therefore continue to provide management services to UIB 
Cell and will be able to do so because they are jointly employed by UBS and SIIL. Day to day oversight is therefore 
not expected to change. In addition to oversight from UBS, Advent work with their local outsourced management 
company to exercise oversight of the outsourced service providers including the carrying out of onsite visits. The 
Board of Advent will have the ultimate responsibility for the oversight of any outsourcing as required by Insurance 
Business Act of Malta and Insurance Distribution Act of Malta. 

As such, I do not expect that policyholders will receive a materially different level of customer service following the 
Proposed Transfer. 

9.2. Conduct risk 

In addition to the conduct risk considerations outlined in section 7.8 and section 9.1, I have reviewed a number of 
other areas relevant to conduct risk.  

I am satisfied that there will be no changes to conduct risk for Non-Transferring or Existing Transferee 
Policyholders. The following changes are expected for Transferring Policyholders: 

Conduct risk training 
For SIIL, the requirement to operate with good conduct is communicated to all staff.  Employees are expected to 
bring material conduct risk information into their business discussions via one-to-one meetings with their supervisor 
or in team meetings. The conduct risk policy is aligned with the whistleblowing policy, which is rolled out to staff 
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and outsourcers annually. The company encourage all staff, including outsourcers, to feel responsible for 
managing conduct by completing conduct risk training annually.   

Post-transfer, the operations team currently conducting the oversight for SIIL will be providing the same services to 
UIB Cell and will receive the same training. For other UBS resource providing services to UIB Cell, the same 
conduct risk training is also provided. 

Relevant personnel in Advent Insurance PCC Limited and their outsourced service providers are required to 
complete a minimum of 15 hours CPD a year which includes Conduct Risk Training. 

Whistleblowing 
The conduct of business is featured in SIIL’s whistleblowing policy to provide an avenue for the reporting and 
investigation of concerns including those relating to the fair treatment of customers.  

Advent Insurance PCC Limited’s whistleblowing policy is intended to encourage and enable any person working for 
the Company who becomes aware of Wrongdoing or the possibility of Wrongdoing within the Company, to raise 
their concerns, without fear of any form of retaliation. 

Fair customer outcomes 
SIIL employees are expected to ensure that day-to-day activities, and the manner in which SIIL deal with the 
customers, deliver fair customer outcomes. 

The outsourced providers who currently provide services to SIIL will be providing the same services to UIB Cell 
post-transfer. The team at SIIL who currently conduct oversight of these arrangements will continue to do the same 
for UIB Cell. The outsourced providers’ monthly management reporting will continue as currently. This will enable a 
continuation of the current oversight processes and reporting requirements with the same expectation of delivering 
fair customer outcomes.  

The Board of Advent will have ultimate responsibility to ensure fair customer outcomes are delivered. 

Risk and compliance governance 
In SIIL, it is the responsibility of the Executives to implement the processes, policies and procedures so that 
conduct risk is managed appropriately and in accordance with the conduct risk policy.  The CEO is accountable, 
with the Compliance function providing oversight that the policy is being adhered to. On a monthly basis, 
Compliance and Operations provide second line assurance to the Board and Risk Committee on the processes 
and procedures in place to manage conduct risks, including identifying related emerging risks.   

The risk management function collates the risk registers and incorporates the assessment of the residual impact 
assessments across all risk categories to report on the full picture of all conduct risks identified.  

Issues related to the conduct of business are reported to SIIL’s Board and Executive Committee. 

In UIB Cell, conduct risk oversight is the responsibility of Advent’s Board.  The Cell Committee which reports to the 
board manages the operations of the Cell including conduct risk oversight. The Advent Compliance Officer and 
Risk Officer work in conjunction with the compliance team at UIBH.  This is the second line of defence to the Board. 

The risk management function of Advent will collate the risk registers and incorporate the assessment of the 
residual impact assessments across all risk categories to report on the full picture of all conduct risks identified.  

Issues related to the conduct of business are reported to the Board of Advent. The Board of Advent is also required 
to abide by the MFSA Conduct of Business Rulebook.   

Conduct monitoring 
SIIL intends that governance across Risk, Compliance and Internal Audit will ensure assurance measures taken to 
manage conduct risks are co-ordinated and appropriate. Assurance reviews are submitted and overseen by the 
Risk Committee and the Audit Committee. The compliance function will ensure that it provides the business with 
suitable and timely notification of potential and actual changes to the regulatory landscape and requirement to 
ensure SIIL can take appropriate steps to maintain or attain compliance.  
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The process will be the same for UIB Cell with the exception that the Assurance reviews will be submitted to and 
overseen by the Board of Advent. The Cell Committee which reports to the board manages the operations of the 
Cell including conduct risk oversight. 

Conflicts of interest 
SIIL has a Conflicts of Interest standard and a control framework in place to identify, mitigate and manage the risk 
that conflicts arising within the business could damage the interests of its customers. Material items on the 
Conflicts of Interest register are discussed as part of the agenda at each governance forum. 

Advent also maintains a Conflict of Interest Register to identify, mitigate and manage the risk that conflicts arising 
within the business could damage the interests of its customers. These are reviewed at each UIB Cell Committee.  
Furthermore at each Board meeting of Advent there is a declaration of conflicts of interest. 

Product design, pricing and value 
For the products that form part of the transferring portfolio, SIIL conducts an annual product review to confirm that 
in line with the FCA’s Product Intervention and Product Governance Sourcebook (PROD), the product is 
performing as expected with the intended target market and continues to offer fair value to policyholders. This 
includes a review of the distribution model and that quality services are being provided.   

Post-transfer, Advent will adhere to the EIOPA Product governance requirements. It is also an agenda item at each 
UIB Cell Committee meeting. 

Vulnerable customers 
SIIL has a vulnerable customer process in place with outsourced suppliers. Suppliers are all trained to deal with 
vulnerable customers to provide extra care and support during interactions to ensure they are treated fairly and 
given suitable information.  

Following the Proposed Transfer, the SIIL vulnerable customers process that is currently in place with the 
outsourced providers will remain in place subject to review by Advent Insurance PCC Limited. The team handling 
customer services for UIB Cell will remain unchanged. Oversight will also remain with the Operations Team who 
currently conduct the oversight for SIIL. The MFSA Conduct of Business Rulebook specifically considers vulnerable 
customers and stipulates the way in which the interests of vulnerable clients are protected. 

Conclusions on conduct risk 
I have reviewed the relevant conduct policies and reporting, discussed with SIIL and UIB Cell and been provided 
with evidence that conduct risk is discussed in Advent and UIB Cell Committee meetings. 

I am satisfied conduct risk and governance processes are in line with market practice and that appropriate 
procedures are in place for mitigating conduct risks. I am also satisfied that there will not be a material change in 
conduct risk pre- and post- transfer and therefore that no groups of policyholders will be materially disadvantaged 
as a result of the Proposed Transfer. 

9.3. Tax implications 

In relation to the Proposed Transfer, the three types of tax that potentially impact the premium policyholders are 
charged are: 

• Corporation tax: this is levied on profits and policyholders are not directly affected by the obligation for SIIL or 
UIB Cell to pay corporation tax. 

• Value added tax (VAT): policyholders do not pay VAT on insurance premiums. 

• Insurance premium tax (IPT): the applicable IPT rate for each policyholder is determined by the location of the 
risk insured which will not change.  Therefore, the amount of IPT charged will not be affected by the Proposed 
Transfer. 

Therefore, there are no direct tax implications of the Proposed Transfer on Non-Transferring, Transferring or 
Existing Transferee Policyholders. 
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9.4. Pension arrangements  

Neither SIIL nor UIB Cell are sponsors of any defined benefit pension schemes. 

Therefore, I do not consider there to be any pension arrangements that would materially adversely affect any group 
of policyholders as a result of the Proposed Transfer. 

9.5. Investment management and implications on liquidity position 

The investment strategies of the companies involved in the Transfer are similar, with relatively low risk, short 
duration, liquid assets favoured to support the liabilities. 

The liquidity position of a company represents its ability to meet all claim payments and other obligations as and 
when they fall due.  Given the short duration of claims in both SIIL and UIB Cell, the majority of funds are held in 
liquid assets such as cash, cash equivalents and government bonds.  

Therefore, I do not anticipate any materially adverse impact for any group of policyholders in terms of investment 
management or liquidity as a consequence of the Proposed Transfer. 

9.6. Implications on ongoing expense levels 

All costs and expenses incurred relating to the Proposed Transfer will be borne by SIIL and will not be borne by 
policyholders.  One-off costs associated with the Proposed Transfer are expected to be modest relative to the size 
of the Transferring Business and SIIL’s existing portfolio. 

Therefore, there are no impacts for any group of policyholders as a result of any changes to ongoing expense 
levels. 

9.7. Set-off 

I have considered whether the Proposed Transfer is likely to lead to any changes in the rights of set-off for creditors 
or debtors of SIIL or UIB Cell.  “Set-off” is a right that allows parties to cancel or offset mutual debts with each other 
by subtracting one from the other and paying only the balance. 

SIIL and UIB Cell have confirmed that there are no changes in set-off rights as a result of the Proposed Transfer.  I 
have also not identified any material set-off rights as part of my review.   

Therefore, considerations around set-off do not impact my conclusions.   

9.8. Impact of other transfers 

I am not aware of any other future transfers into or out of either SIIL or UIB Cell that will affect any of the Non-
Transferring, Transferring or Existing Transferee Policyholders. 

Any future transfers would need to go through a separate approval process to ensure that policyholders would not 
be materially adversely affected. 

9.9. Overall conclusion: Customer service and other considerations 

Based on the work and rationale described above, I have concluded that no material impact on service 
standards (or any other considerations within this section of the report) is expected following the 
Proposed Transfer.  
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10. Conclusions and Statement of Truth 
I have considered the Proposed Transfer and its likely effects on the Non-Transferring Policyholders, the 
Transferring Policyholders, and the Existing Transferee Policyholders. 

In reaching the conclusions set out below, I have applied the principles as set out in relevant professional 
guidance, being the Technical Actuarial Standards (TASs) TAS 100: Principles for Technical Actuarial Work and 
TAS 200: Insurance. 

I have concluded that: 

• The security provided to Non-Transferring Policyholders will not be materially adversely affected by the 
Proposed Transfer.  No material impact on service standards is expected for Non-Transferring Policyholders 
following the Proposed Transfer. 

• The security provided to Transferring Policyholders will not be materially adversely affected by the Proposed 
Transfer.  No material impact on service standards is expected for Transferring Policyholders following the 
Proposed Transfer. 

• The security provided to Existing Transferee Policyholders will not be materially adversely affected by the 
Proposed Transfer.  No material impact on service standards is expected for Existing Transferee Policyholders 
following the Proposed Transfer. 

10.1. Issues to highlight 

I consider it necessary that I review the most recent information, up to the date of the Sanction Hearing for the 
Proposed Transfer, when this becomes available later in the year, before confirming my opinion and conclusions. 

Specific issues that I have highlighted in this report which require further review include: 

• Considering the latest position on COVID-19. 

• Updated financial information and any findings from the audits of the SIIL and UIB Cell’s 31 December 2021 
accounts. 

• Consideration of Advent/UIB Cell’s capital management policy. 

• Any policyholder queries or objections received from policyholders or EEA regulators. 

I will consider these points further as part of my Supplementary Report. 

10.2. IE duty and declaration 

My duty to the High Court overrides any obligation to those from whom I have received instructions or who paid for 
this Report.  I confirm that I have complied with that duty. 

I confirm that I have made clear which facts and matters referred to in this report are within my own knowledge and 
which are not.  Those that are within my own knowledge I confirm to be true.  The opinions I have expressed 
represent my true and complete professional opinions on the matters to which they refer. 

I confirm that I am aware of the requirements applicable to experts in Part 35 of the Civil Procedure Rules, Practice 
Direction 35, and the Guidance for the Instruction of Experts in Civil Claims 2014.  As required by Part 35 of the 
Civil Procedure Rules, I hereby confirm that I have understood and complied with my duty to the Court. 

 

 

Charl Cronje FIA 
Partner 

+44 (0)20 7432 6751 
charl.cronj@lcp.uk.com 

mailto:charl.cronj@lcp.uk.com
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Professional standards 
Our work in preparing this document complies with Technical Actuarial Standard 100: Principles for Technical Actuarial Work, together with 
Technical Actuarial Standard 200: Insurance and Actuarial Profession Standard X2: Review of Actuarial Work. 

 

The use of our work 
This work has been produced by Lane Clark & Peacock LLP under the terms of our written agreement with Stonebridge International Insurance 
Limited and Advent Insurance Protected Cell Company Ltd – UIB Cell ("Our Clients"). It is subject to any stated limitations (eg regarding 
accuracy or completeness).   

This work is only appropriate for the purposes described and should not be used for anything else. It is subject to any stated limitations (eg 
regarding accuracy or completeness). Unless otherwise stated, it is confidential and is for your sole use. You may not provide this work, in 
whole or in part, to anyone else without first obtaining our permission in writing. We accept no liability to anyone who is not Our Client.  

If the purpose of this work is to assist you in supplying information to someone else and you acknowledge our assistance in your communication 
to that person, please make it clear that we accept no liability towards them.  

 

About Lane Clark & Peacock LLP 
We are a limited liability partnership registered in England and Wales with registered number OC301436. LCP is a registered trademark in the 
UK (Regd. TM No 2315442) and in the EU (Regd. TM No 002935583).  All partners are members of Lane Clark & Peacock LLP. A list of 
members’ names is available for inspection at 95 Wigmore Street, London, W1U 1DQ, the firm’s principal place of business and registered 
office.   

Lane Clark & Peacock LLP is authorised and regulated by the Financial Conduct Authority and is licensed by the Institute and Faculty of 
Actuaries for a range of investment business activities.  Locations in London, Winchester, Ireland, and - operating under licence - the 
Netherlands.  

© Lane Clark & Peacock LLP 2022 

https://www.lcp.uk.com/emails-important-information contains important information about this communication from LCP, including limitations as 
to its use. 

https://www.lcp.uk.com/emails-important-information/
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Appendix 1 – SCR scenario analysis 
For each scenario, I have considered the projected SCR coverage ratio and assessed whether each of SIIL and 
UIB Cell: 

• Is expected to remain well capitalised during the projected period – ie, a SCR coverage ratio of 150% or higher. 

• Is expected to meet its risk appetite – ie, a SCR coverage ratio of 130% or higher. 

• Is expected to remain solvent under Solvency II – ie, an SCR coverage ratio of 100% or higher. 

I have reviewed each scenario over the three-year Projection Period and have used the lowest of the coverage 
ratios when making the above assessments (eg if inflation caused the coverage ratio to be lower in 2024 than in 
2022, I have used the 2024 ratio to assess whether it remains within risk appetite). 

SIIL 

 
 

 

 

 

 

 

 SCR coverage 
ratio at date at 

transfer 

Remains well 
capitalised? 

Meets risk 
appetite? 

Remains 
solvent? 

Scenario: Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Base 181% 223% Yes Yes Yes Yes Yes Yes 
A. Worsening 
combined ratio 174% 211% Yes Yes Yes Yes Yes Yes 

B. 50% more renewal 
cancellations 174% 215% Yes Yes Yes Yes Yes Yes 

C. 50% higher 
expenses 153% 188% Yes Yes Yes Yes Yes Yes 

D. 8% increase in 
claims inflation 169% 207% Yes Yes Yes Yes Yes Yes 

E. Assets devalued 
by 10% 160% 199% Yes Yes Yes Yes Yes Yes 

F. Credit rating 
downgrade for main 
counterparties 

172% 213% Yes Yes Yes Yes Yes Yes 

G. Data Breach 171% 211% Yes Yes Yes Yes Yes Yes 
H. Default on 
intragroup loans 145% 191% No Yes Yes Yes Yes Yes 

I. 50% higher claims 134% 171% No Yes Yes Yes Yes Yes 
J. Combined adverse 
scenario 102% 131% No No No Yes Yes Yes 

K. Reverse Stress 28% 51% No  No No No No No 
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UIB Cell 

 

Transferring Policyholders (SIIL to UIB Cell) 

 SCR coverage 
ratio at date at 

transfer 

Remains well 
capitalised? 

Meets risk 
appetite? 

Remains 
solvent? 

Scenario: Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Base 225% 181% Yes Yes Yes Yes Yes Yes 
A. Worsening 
combined ratio 185% 152% Yes Yes Yes Yes Yes Yes 

B. 50% more renewal 
cancellations 223% 180% Yes Yes Yes Yes Yes Yes 

C. 50% higher 
expenses 217% 164% Yes Yes Yes Yes Yes Yes 

D. 8% increase in 
claims inflation 209% 169% Yes Yes Yes Yes Yes Yes 

E. Assets devalued 
by 10% 201% 160% Yes Yes Yes Yes Yes Yes 

F. Credit rating 
downgrade for main 
counterparties 

183% 151% Yes Yes Yes Yes Yes Yes 

G. Data Breach 213% 172% Yes Yes Yes Yes Yes Yes 
H. Default on 
intragroup loans 170% 137% Yes No Yes Yes Yes Yes 

I. 50% higher claims 157% 111% Yes No Yes No Yes Yes 
J. Combined adverse 
scenario 148% 101% No No Yes No Yes Yes 

K. Reverse Stress 40% 0% No  No No No No No 

 
SCR coverage 
ratio at date at 

transfer 
Remains well 
capitalised? 

Meets risk 
appetite? 

Remains 
solvent? 

Scenario: Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Without 
transfer 

With 
transfer 

Base 181% 181% Yes Yes Yes Yes Yes Yes 
A. Worsening 
combined ratio 174% 152% Yes Yes Yes Yes Yes Yes 

B. 50% more renewal 
cancellations 174% 180% Yes Yes Yes Yes Yes Yes 

C. 50% higher 
expenses 153% 164% Yes Yes Yes Yes Yes Yes 

D. 8% increase in 
claims inflation 169% 169% Yes Yes Yes Yes Yes Yes 

E. Assets devalued 
by 10% 160% 160% Yes Yes Yes Yes Yes Yes 

F. Credit rating 
downgrade for main 
counterparties 

172% 151% Yes Yes Yes Yes Yes Yes 

G. Data Breach 171% 172% Yes Yes Yes Yes Yes Yes 
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H. Default on 
intragroup loans 145% 137% No No Yes Yes Yes Yes 

I. 50% higher claims 134% 111% No No Yes No Yes Yes 
J. Combined adverse 
scenario 102% 101% No No No No Yes Yes 

K. Reverse Stress 28% 0% No  No No No No No 
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Appendix 2 – Glossary 
Legal, regulatory, and Part VII transfer terminology 

Term Definition 

Brexit Transition Period The implementation period provided for in the Withdrawal Agreement 
between the UK and the EU which ended on 31 December 2020. 

Effective Date The effective date of the Proposed Transfer, expected to be 1 November 
2022. 

Financial Conduct Authority (FCA) The UK regulatory agency that focuses on the regulation of conduct by 
retail and wholesale financial services firms.  The FCA operates as part of 
the regulatory framework implemented under the Financial Services Act 
2012. 

Financial Ombudsman Service 
(FOS) 

Set up by the UK Parliament, the FOS is the UK’s complaint service, 
established by Parliament in 2001. The FOS settles unresolved complaints 
between consumers and firms that provide financial services. 

Financial Reporting Council 
(FRC) 

The body responsible for setting actuarial standards in the UK.  The FRC 
also regulates auditors and accountants and sets the UK’s Corporate 
Governance and Stewardship Codes. 

Freedom of Services (FofS) Under the EU Solvency II Directive, insurance companies have the right to 
provide business services on a cross-border basis within the EEA under the 
principle of FofS utilising the “passporting” system in place between EEA 
regulators. 

Financial Services Compensation 
Scheme (FSCS) 

The FSCS is the compensation fund of last resort for customers of UK 
authorised financial services firms.  This covers insurance for individuals 
and some insurance for small businesses. 

Financial Services and Markets 
Act 2000 (FSMA) 

The legislation under which Part VII governs the transfer of (re)insurance 
business between (re)insurance undertakings. 

Generally accepted accounting 
principles (GAAP) 

A collection of commonly followed accounting rules and standards for 
financial reporting.  GAAP specifications include definitions of concepts and 
principles, as well as industry-specific rules. 

High Court The High Court of Justice of England and Wales. 

Prudential Regulation Authority 
(PRA) 

The part of the Bank of England that carries out the prudential regulation of 
financial firms in the UK, including banks, investment banks, building 
societies and insurance companies.  The PRA operates as part of the 
regulatory framework implemented under the Financial Services Act 2012. 

PRA’s Statement of Policy The Statement of Policy issued by the PRA entitled “Statement of Policy – 
The PRA’s approach to insurance business transfers – April 2015”  

Proposed Transfer The proposed insurance business transfer of SIIL to UIB Cell under Section 
105 of the FSMA. 

Scheme Document A document submitted to the High Court setting out the terms of the 
Scheme or Proposed Transfer. 

Scheme Report This report prepared by me, as the Independent Expert, for submission to 
the High Court. 

Solvency Financial Condition 
Report (SFCR) 

Solvency II requires each insurer to publish an SFCR annually that contains 
certain qualitative and quantitative information. 

Solvency II The system for establishing (among other things) minimum capital 
requirements for EEA insurers under the Solvency II Directive 
2009/138/EC. 
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Term Definition 

TAS 100 The FRC issued Technical Actuarial Standard 100: Principles for Technical 
Actuarial Work (TAS 100) which applies to all actuarial work produced after 
1 July 2017. 

TAS 200 The FRC issued Technical Actuarial Standard 200: Insurance (TAS 200) 
which applies to all actuarial work produced after 1 July 2017. 

Transferee The insurer to which the business is being transferred, Advent Insurance 
PCC Ltd, acting in respect of UIB Cell (UIB Cell). 

Transferor The insurer from which the business is being transferred, Stonebridge 
International Insurance Limited (SIIL). 

Transferring Policyholders SIIL policyholders who will have their policies transferred to UIB Cell by the 
Proposed Transfer.   

Non-Transferring Policyholders SIIL policyholders who will not have their policies transferred to UIB Cell by 
the Proposed Transfer. 

Existing Transferee Policyholders UIB Cell policyholders who will not have their policies transferred by the 
Proposed Transfer.  These policies were or will be written before the 
Effective Date of the Proposed Transfer. 

 

Reserving terminology 

Term Definition 

Best estimate An estimate prepared with no margin for either prudence or optimism 
included. 

Bornhuetter-Ferguson (BF) 
method 

A blend of development factor modelling and the Expected Loss Ratio 
Method (defined later in this glossary).  The weighting given to each is 
dependent on how developed the claims are for a policy year. 

Cede When a company reinsures its liability with another.  The insurance 
company that purchases reinsurance is the "ceding company" that "cedes" 
business to the reinsurer. 

Combined Ratio This is a measure of underwriting profit. It is the claims and expenses paid 
as a proportion of the premiums received, calculated as (claims + 
expenses) / premium. A ratio of 100% means that the claims plus the 
expenses paid equals the premium income. A ratio of more than 100% 
means that the insurer pays more in claims and expenses than it receives 
in premium. 

Development factor modelling An actuarial method for estimating future payments or numbers by using 
the historical pattern of past payments or numbers to estimate a 
development profile, which can be used to extrapolate future payments or 
numbers. 

Events not in data (ENIDs) An estimate of possible future events or developments that are not in 
existing data.  Insurers need to make allowance for ENIDs in their Solvency 
II technical provisions. 

Expected Loss Ratio method An actuarial method for estimating future payments or numbers based on 
combining an exposure measure and an assumed rate per unit of exposure 
(the “initial expected loss ratio”) for the written business. 

Incurred but not enough reported 
(IBNER) 

See definition of IBNR. 

Incurred but not reported (IBNR) The provision for claims that are reported in the future but relate to events 
that have already occurred.  This includes provision for estimated 
developments to existing open claims, ie those that have been reported but 
not fully settled.  The provision for these open claims is called IBNER 
(Incurred But Not Enough Reported).  Depending on the type of insurance 
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Term Definition 
being considered and the claims handling approach, both the IBNR and 
IBNER can be either positive or negative. 

Quota share reinsurance A reinsurance contract in which the insurer and reinsurer share both claims 
and premiums in the same proportion.  The reinsurer usually pays a 
commission to the insurer to allow for their costs of selling and 
administering the policy. 

Reinsurance An arrangement with another insurer to share or pass on risks.  

Reinsurance bad debt Reinsurance bad debt is a provision for amounts that are owed by 
reinsurers, but which may not be paid, eg due to the insolvency of the 
reinsurer. 

Technical provisions Under Solvency II, the technical provisions cover the ultimate costs of 
settling all claims arising from events occurring up to the balance sheet date 
plus the provisions for future claims (and premiums) arising on unexpired 
periods of risk. 

Unallocated Loss Adjustment 
Expenses (ULAE) 

Unallocated Loss Adjustment Expenses are expenses relating to the 
handling of claims that are not allocated to specific claims, eg claim 
handlers’ salaries and office space. 

Unearned Premium Reserve 
(UPR) 

A provision for the unexpired portion of insurance policies.  This appears as 
a liability on the insurer's balance sheet since the premium would be paid 
back upon cancellation of the policy. 

 

Capital setting terminology 

Term Definition 

Counterparty default risk The risk of defaults or downgrades by counterparties that either owe an 
insurer money or hold money on its behalf.  For example, this covers the 
risk of the failure of a reinsurer or a broker. 

Market risk The risk of changes in an insurer’s financial position due to changes in the 
market value of assets, liabilities, and financial instruments.  For example, 
this covers the risk of falls in the value of assets that are being held to make 
future claims payments. 

Minimum Capital Requirement 
(MCR) 

A formulaic calculation of the capital requirement as part of the existing 
European Solvency II regulations for insurers.  Breaching the MCR defines 
the point of intensive regulatory intervention.  The calibration of the MCR is 
to be the capital required to give an 85% confidence level of sufficient 
capital to last one year.  The MCR is a simpler calculation than the SCR 
and is typically a less onerous requirement. 

MCR coverage ratio The MCR coverage ratio is the ratio of Available Capital to Required Capital 
(MCR).  This is a measure of the capital strength of the insurer – the higher 
the ratio, the stronger the insurer. 

Operational risk The risk of losses caused by failures in an insurer’s operational processes, 
people, and systems, or from events that are external to the insurer.  For 
example, this would cover the risk of fraud or IT failure. 

Own funds The capital in excess of provisions available to meet the SCR capital 
requirements under Solvency II. 

Quantitative Reporting 
Templates (QRTs) 

Solvency II requires each insurer to submit specified quantitative 
information to the relevant regulator in the form of templates. 

Required capital The amount of capital an insurer must hold in order to meet its regulatory 
capital requirements (ie the SCR). 
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Term Definition 

Solvency Capital Requirement 
(SCR) 

The amount of capital insurers are required to hold under Solvency II 
regulations.  This is an estimate of the capital required to cover the loss that 
an insurer could experience over the next 12 months with a probability of 
99.5% (ie, a 1 in 200 event).  If an insurer’s capital (ie the excess of its 
assets over its liabilities) falls below the SCR, it will trigger regulatory 
intervention, with the intention of remedying that position. 

SCR coverage ratio  The SCR coverage ratio is the ratio of available capital to required capital 
(SCR).  This is a measure of the capital strength of the insurer – the higher 
the ratio, the stronger the insurer. 

Standard formula A prescribed approach under Solvency II for the calculation of capital based 
on an insurer’s financial information (eg premiums and claims provisions). 

Tier 1 capital Under Solvency II, capital is categorised into 3 tiers based on the 
permanence and loss absorbency of the form of capital.  Tier 1 capital is the 
highest quality. 

Underwriting risk The risk that the value of insurance claims proves to be higher than 
expected.  

Direct policyholders Any policyholders that are not insurers or reinsurers. 

European Economic Area (EEA) The EEA Agreement established the EEA on 1 January 1994.  The EEA 
unites the 27 EU member states with Iceland, Liechtenstein, and Norway 
into an internal market governed by the same basic rules.  These rules aim 
to enable goods, services, capital, and persons to move freely about the 
EEA in an open and competitive environment, a concept referred to as the 
four freedoms. 

European Union (EU) Following the Brexit Transition Period the EU consists of 27 member states 
ie excluding the UK. 
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Appendix 3 – CV of Charl Cronje FIA 
Fellow of the Institute and Faculty of Actuaries (qualified 2000) and Fellow of the Society of Actuaries in Ireland.  
Holder of Lloyd’s Syndicate Actuary practising certificate. Holder of Chief Actuary (non-Life with Lloyd’s) practising 
certificate. 

Part VII and Section 13 transfers 
• Independent Expert for three Part VII transfers in recent years. 

• Peer reviewer on a number of other Part VII transfers. 

Chief actuary appointments 
Appointed Chief Actuary (SIMF20) on an outsourced basis for a large insurer, providing formal opinions on 
technical provisions, underwriting policy and reinsurance and contributing to risk management. 

Reserving 
• Provides independent reserving review for a number of insurance companies, as well as public sector bodies 

with insurance liabilities.  Experience covers all major classes of business.  Significant expertise in reserving 
EL/PL business including asbestos and other industrial disease claims. 

• Has acted as signing actuary on eight Lloyd’s syndicates and as peer reviewer on a number of others. 

• Significant experience communicating with boards including presenting results, providing board training, 
assisting with presentations to regulators, reinsurers and capital providers and designing reserving governance 
structures. 

Risk and capital 
• Independent validation of internal models for more than twenty firms. 

• Has developed innovative methodologies for “top-down” model validation. 

• Closely involved in building two Solvency II internal models from scratch. 

• Significant experience writing and reviewing model documentation, risk management policies and processes 
and ORSA documentation. 

• Performing and reviewing standard formula capital calculations.



Scheme Report of the Independent Expert 
Proposed transfer of insurance business from SIIL to UIB Cell 
2 May 2022 
 

Page 73 of 79 
 
 

Appendix 4 – Extract from Terms of Reference 
Summary of agreed scope of work 
I, Charl Cronje will act as IE to support your planned Part VII transfer of Stonebridge International Insurance 
Limited (SIIL) business into Advent Insurance PCC Ltd – UIB Cell (UIB Cell). 

Your primary requirement is for the IE to act in line with Section 109 of the Financial Services Markets Act 2000. 

The key deliverables from the work will be: 

• The main and supplementary IE reports; 

• Input as required to address any issues arising; 

• Presenting my findings as IE to the High Court and responding to any queries and additional court requests; 
and 

• A summary report to support policyholder communications.
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Appendix 5 – Summary of data provided 
The following is a list of the key data items I have requested and received in assessing the Proposed Transfer.  All 
data I have requested has been provided to me.  Each of SIIL and UIB Cell has provided a Data Accuracy 
Statement confirming that the data and information provided to me regarding the Proposed Transfer are accurate 
and complete. 

• Draft High Court and regulatory documents prepared by SIIL and UIB Cell for the Proposed Transfer, including: 

 Scheme Document (dated 03 November 2021) 

 SIIL First Witness Statement (dated 03 November 2021) 

 UIB Cell First Witness Statement (dated 03 November 2021) 

• Draft proposed communication plan and communications prepared by SIIL and UIB Cell: 

 Proposed communication plan (03 November 2021) 

 Explanatory Circular (03 November 2021) 

 Template letters to policyholders and other stakeholders  

• Documentation and data relating to provisions and reserving processes, including: 

 SIIL and Advent 2020 Actuarial Function Report 

 UIB Cell claims and premiums data, calculations and reserves projected as at 31 December 2020  

 UIB Cell annual independent reserve report as at 31 December 2020 

 SIIL claims and premiums data, calculation spreadsheets and reserves projected as at 30 June 2021 

 Advent and UIB Cell Technical Provisions as at 31 December 2021 

 SIIL Technical Provisions as at 30 June 2021 

 SIIL’s Board presentation for year ending 31 March 2020 

• Documents relating to capital and related processes, including: 

 2020 Solvency and Financial Condition Report (SFCR) for SIIL and Advent 

 Advent and UIB Cell extracts from the 2020/2021 Own Risk and Solvency Assessment (ORSA) report  

 UIB Cell standard formula SCR as at 31 December 2020 

 SIIL 2021 Own Risk and Solvency Assessment (ORSA) report  

 SIIL standard formula SCR calculations as at 30 June 2021  

 SIIL and Advent Capital Management Policies 

• Other evidence prepared by SIIL and UIB Cell to support the Proposed Transfer, including: 

 Projections of future SII balance sheets and capital requirements at the point of transfer and up to 31 
December 2024 for SIIL and UIB Cell 

 Various additional scenarios for SIIL and UIB Cell pre- and post-transfer 

 Internal comparison of customer service, claims and conduct risk arrangements pre- and post-transfer 

 Complaints procedures and reports for SIIL and UIB Cell 

• Legal opinions on: 

 Legal status of a Protected Cell Company (PCC) 

 The nature of a PCC and the implications for policyholder security 

 Access to FSCS and FOS for policyholders 

• Data Accuracy Statement 

 For each of SIIL and UIB Cell 
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Appendix 6 – Outsourcing at SIIL 
The table below shows the current outsourcing arrangements in place for SIIL. Those provided by Embignell are 
intra-group arrangements. 

Supplier Name Services Provided 

Data Base Factory UK Limited (Comdata) Provides full customer service facilities to Stonebridge 
policyholders. 

Gielisch Claims Management GmbH Outsourced provider who deal with customer claims for 
Stonebridge. 

SSP Outsourced provider who deal with the administration of the 
i90 system. 

Canon 
Print and postage of the majority of SIIL's outbound mail to 
customers. Scanning and routing of inbound mail from 
customers. 

Azzuri Communications/Maintel Telephone line provider for lines into Comdata 

FIS 
Tokenisation / Detokenisation of customer card numbers as 
Stonebridge can't store real card numbers on i90. FIS pass 
and receive billing files to Barclaycard for authorisation and 
settlement. 

Lake Provide IT support for the SUN ledger software used by the 
Stonebridge finance team. 

Logical Doc Provider of LogicalDoc software (VDOC) used to store 
business documentation. 

Sentenial 
Billing partner who manage SEPA mandates and EU SEPA 
billing (for ES, FR, IT & DE) including the sending receiving 
of files from Barclays 

Impendulo 
Review Spain Insurance Premium Tax (IPT) Calculations 
for Spain and submit Spanish Death Registration 
information 

Werner Wurm Review German IPT calculations and hold liability for 
German IPT for SIIL 

Barclays Banking 

Milliman There are two separate services provided: 1. Actuarial 
Function. ". Risk Function,  

iCompleat Supplier Invoice processing 

PKF  External Auditors 

Grant Thornton Internal Auditors 

Embignell (intra-group) IT Support, HR, Payroll 

Duetsche Post Customer Goneaway Tracing (Germany only) 
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Appendix 7 – Mapping to requirements 
The table below shows the relevant section references in the Scheme Report where I have addressed each point in 
the guidance from Chapter 18 of the Supervision Manual of the FCA Handbook and the PRA’s “Statement of Policy 
– The PRA’s approach to insurance business transfers – January 2022” with regards to the Scheme Report. 

The guidance references for “PRA x.x” are taken from the PRA Statement of Policy and “FCA x.x” are taken from 
Chapter 18 of the Supervision Manual. 

Guidance 
reference 

Guidance Scheme report 
reference 

PRA 2.30 (1) 
FCA 18.2.33 (1) 

Who appointed the independent expert and who is bearing the costs of 
that appointment 

2.4 (page 13) 

PRA 2.30 (2) 
FCA 18.2.33 (2) 

Confirmation that the independent expert has been approved or 
nominated by the appropriate regulator (the PRA) 

2.4 (page 13) 

PRA 2.30 (3) 
FCA 18.2.33 (3) 

A statement of the independent expert’s professional qualifications and 
(where appropriate) descriptions of the experience that makes them 
appropriate for the role 

2.4 (page 13) 
Appendix 3 

PRA 2.30 (4) 
FCA 18.2.33 (4) 

Whether the independent expert, or his employer, has, or has had, direct 
or indirect interest in any of the parties which might be thought to 
influence his independence, and details of any such interest 

2.4 (page 13) 

PRA 2.30 (5) 
FCA 18.2.33 (5) 

The scope of the report 2.5 (page 13) 

PRA 2.30 (6) 
FCA 18.2.33 (6) 

The purpose of the scheme 3.3 (page 26) 

PRA 2.30 (7) 
FCA 18.2.33 (7) 

A summary of the terms of the scheme in so far as they are relevant to 
the report 

3 (page 16) 

PRA 2.30 (8) 
FCA 18.2.33 (8) 

What documents, reports, and other material information the 
independent expert has considered in preparing the report and whether 
any information that they requested has not been provided 

Appendix 5 

PRA 2.30 (9) 
FCA 18.2.33 (9) 

The extent to which the independent expert has relied on:  
(a) information provided by others; and 
(b) the judgement of others 

2.7 (page 14) 

PRA 2.30 (10) 
FCA 18.2.33 (10) 

The people the independent expert has relied on and why, in their 
opinion, such reliance is reasonable. 

2.7 (page 14) 

PRA 2.30 (11) 
FCA 18.2.33 (11) 

Their opinion of the likely effects of the scheme on policyholders (this 
term is defined to include persons with certain rights and contingent 
rights under the policies), distinguishing between: 
(a) Transferring Policyholders; 
(b) policyholders of the transferor whose contracts will not be 
transferred; and 
(c) policyholders of the transferee 
(d) any other relevant policyholder groupings within the above that the 
independent expert has identified. 

1.3 (page 6) 
10 (page 63) 

PRA 2.30 (12 
and 12A) 
FCA 18.2.33 
(11A) 

Their opinion on the likely effects of the scheme on any reinsurer of a 
transferor, any of whose contracts of reinsurance are to be transferred 
by the scheme. 
Their definition of ‘material adverse’ effect. 

3.2 (page 24) 
2.9 (page 15) 
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Guidance 
reference 

Guidance Scheme report 
reference 

PRA 2.30 (13) 
FCA 18.2.33 (12) 

What matters (if any) that the independent expert has not taken into 
account or evaluated in the report that might, in their opinion, be 
relevant to policyholders’ consideration of the scheme. 

10 (page 63) 

PRA 2.30 (14) 
FCA 18.2.33 (13) 

For each opinion that the independent expert expresses in the report, an 
outline of their reasons 

Reserving: 5.10 
(page 34) 
Capital: 6.11 
(page 48) 
Policyholder 
security: 7.9 
(page 54) 
Policyholder 
communications: 
8.7 (page 58) 
Customer 
service and 
other 
considerations: 
9.9 (page 62) 

PRA 2.32 (1) 
FCA 18.2.35 (1) 

A description of any reinsurance arrangements that it is proposed should 
pass to the transferee under the scheme 

3.2 (page 24) 

PRA 2.32 (2) 
FCA 18.2.35 (2) 

A description of any guarantees or additional reinsurance that will cover 
the transferred business or the business of the transferor that will not be 
transferred 

3.2 (page 24) 

PRA 2.33 (1) 
FCA 18.2.36 (1) 

Include a comparison of the likely effects if it is or is not implemented 3.4 (page 26) 

PRA 2.33 (2) 
FCA 18.2.36 (2) 

State whether the firm(s) considered alternative arrangements and, if so, 
what were the arrangements and why were they not proceeded with; 

3.4 (page 26) 
 

PRA 2.33 (2A) 
FCA 18.2.36 (3) 

Where different groups of policyholders are likely to be affected 
differently by the scheme, include comment on those differences they 
consider may be material to the policyholders 

1.3 (page 6) 

PRA 2.33 (3) 
FCA 18.2.36 (4) 

Include their views on: 
(a) the effect of the scheme on the security of policyholders’ contractual 
rights, including the likelihood and potential effects of the insolvency of 
the insurer; 
(aa) the transferor’s and transferee’s respective abilities to measure, 
monitor, and manage risk and to conduct their business prudently. This 
includes their ability to take corrective action in the event there is a 
material deterioration of their balance sheets;  
(aaa) the likely effects of the scheme, in relation to the likelihood of 
future claims being paid, with consideration of not only the regulatory 
capital regime, but also any other risks not falling within the regime. This 
would include those likely to emerge after the first year or that are not 
fully captured by the regulatory capital requirements;  
(aaaa) whether the transferee’(s’) existing (or proposed, where 
applicable) capital model would remain appropriate following the 
scheme; 
(b) the likely effects of the scheme on matters such as investment 
management, new business strategy, administration, claims handling, 
expense levels and valuation bases in relation to how they may affect: 
(i) the security of policyholders’ contractual rights;  
(ii) levels of service provided to policyholders; or 

(a) –(aaaa) 
1.3 (page 6) 
6 (page 35) 
7 (page 49) 
9 (page 59) 
 
(b) and (c) 
9 (page 52) 
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Guidance 
reference 

Guidance Scheme report 
reference 

(iii) for long-term insurance business, the reasonable expectations of 
policyholders; and 
(c) the cost and tax effects of the scheme, in relation to how they may 
affect the security of policyholders’ contractual rights, or for long-term 
insurance business, their reasonable expectations 

The Proposed Transfer does not involve any mutual companies or long-term insurance business.  As such, PRA 
2.35, and PRA 2.36 (FCA 18.2.38 and FCA 18.2.39) do not apply. 
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