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1. PURPOSE AND SCOPE 

1.1 I, Derek Newton, prepared a report ("the Report") to the Court dated 27 July 2017 entitled "Report of the Independent 

Expert on the proposed transfer of the Ridgwell, Fox & Partners Pool business from QBE Insurance (Europe) Limited 

and from Moorgate Insurance Company Limited to Bothnia International Insurance Company Limited". 

1.2 The conclusions of the Report were based on financial information up to 31 December 2016 and other information 

available to me when I prepared the Report. Since preparing the Report, I have been provided with more recent financial 

and other information in respect of the Companies ("the Additional Information"). Details of the material elements of the 

Additional Information are set out in Appendix B. 

1.3 In paragraphs 1.33, 1.47 and 2.3 of the Report, I stated that, shortly before the date of the Court hearing at which an 

order sanctioning the Transfer will be sought, I would review any relevant matters which might have arisen since the 

date of the Report, including the extent to which the operational plans of QBE, Moorgate and/or Bothnia have altered 

(relative to the position at the date of the Report), the latest financial statements of QBE, Moorgate and/or Bothnia, and 

the most recently prepared figures relating to the solvency capital position of QBE, Moorgate and/or Bothnia. This report 

(the "Supplementary Report") provides a brief summary of my review of the Additional Information and explains how, if 

at all, I have changed my conclusions from those set out in the Report as a result of my review of the Additional 

Information. As such, the Supplementary Report should be considered supplementary to the Report and does not 

supersede it. Unless stated otherwise in the Supplementary Report, all analyses and conclusions as set out in the 

Report remain valid.  

1.4 The Supplementary Report should be read in conjunction with the Report and the full terms of the Transfer. The 

Supplementary Report has been produced on the same bases as set out at Section 1 of the Report. In particular, it has 

the same scope, and is subject to the same reliances and limitations. Terms used in this Supplementary Report have 

the same meanings as in the Report (I have attached in Appendix A a list of definitions). 

1.5 Reliance has been placed upon, but is not limited to, the Additional Information as well as upon the information set out 

in Appendix E of the Report. My opinions depend on the accuracy and completeness of this data, information and the 

underlying calculations. I have discussed the Additional Information with QBE and CHL (on behalf of Moorgate and 

Bothnia) and have considered how it has changed from similar information provided in support of the Report. I have not 

re-reviewed the methodology and assumptions used by QBE, Moorgate and Bothnia in their assessments of the 

liabilities and solvency capital of their respective firms, and, except where stated otherwise, I have not attempted to 

review in detail the calculations performed. I am unaware of any issue that might cause me to doubt the material 

accuracy of the Additional Information, but I give no warranty as to its accuracy. I accept no responsibility for errors or 

omissions arising in the preparation of the Supplementary Report, provided that this shall not absolve my liability arising 

from an opinion expressed recklessly or in bad faith. 

1.6 In all cases I have requested the most recent information available. Both QBE and CHL (on behalf of Moorgate and 

Bothnia) have informed me that there have been no developments since the date of the Report, other than as provided 

in the Additional Information, which might be relevant to the Transfer. 

1.7 I am required to comply with relevant professional standards and guidance maintained by the Financial Reporting 

Council and by the Institute and Faculty of Actuaries, including TAS 100: Principles for Technical Actuarial Work and 

TAS 200: Insurance. I confirm that I have complied with such standards, subject to the principles of proportionality and 

materiality. 

1.8 In accordance with Actuarial Profession Standard X2, as issued by the Institute and Faculty of Actuaries, I have 

considered whether this Supplementary Report should be subject to review (ñWork Reviewò). I concluded that it should 

and I have also decided that the Work Review should be conducted by an individual who has not otherwise been 

involved in the analysis underlying or in the preparation of this Supplementary Report, but who would have had the 

appropriate experience and expertise to take responsibility for the work himself. In other words I have decided that the 

Supplementary Report should be subject to Independent Peer Review. I confirm that this Supplementary Report has 

been subject to Independent Peer Review prior to its publication. 
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1.9 I explained in paragraph 6.5 of the Report that certain capital requirements are private matters between insurers and 

the PRA and therefore I was not at liberty to disclose in the Report actual figures relating to those requirements, or 

figures by which those amounts could be calculated. As part of my analysis I considered the extent to which QBE, 

Moorgate and Bothnia each held capital in excess of their regulatory solvency levels, and referred to the ratio of the 

actual capital that the entity under consideration held relative to the minimum regulatory solvency capital requirement 

to be the ñCapital Cover Ratioò. Purely for comparative purposes in the Report I defined the following terms: 

¶ ñsufficiently capitalisedò refers to a Capital Cover Ratio between 100% and 119%; 

¶ ñmore than sufficiently capitalisedò refers to a Capital Cover Ratio between 120% and 149%; 

¶ ñwell capitalisedò refers to a Capital Cover Ratio between 150% and 199%; and 

¶ ñvery well capitalisedò refers to a Capital Cover Ratio of 200% or more. 

In this Supplementary Report I have adopted the same terminology.  

1.10 The remainder of the Supplementary Report follows, for ease of reference, a structure that is similar to that of the 

Report, albeit omitting background information and explanation that does not require repeating:  

¶ Section 2:  I provide an executive summary of the Supplementary Report. 

¶ Section 3:  I consider any changes in the information underlying the Report for the Companies. This is equivalent 

to Section 4 of the Report; I have not repeated in the Supplementary Report the background to the regulatory 

environment in which the Companies operate, which was described in Section 3 of the Report and which has not 

changed.  

¶ Section 4:  I consider any changes resulting from the Additional Information in my view of the likely impact of the 

Scheme on the Transferring Policyholders. This is equivalent to Section 6 of the Report; I have not repeated in the 

Supplementary Report the key provisions of the Scheme, which had appeared in Section 5 of the Report, or the 

matters I need to consider as Independent Expert, which I had included within Appendix D of the Report. 

¶ Section 5:  I consider any changes, resulting from my review of the Additional Information, in my view of the likely 

impact of the Scheme on the policyholders remaining behind, post-Scheme, in either QBE or Moorgate. This is 

equivalent to Section 7 of the Report. 

¶ Section 6:  I consider any changes, resulting from my review of the Additional Information, in my view of the likely 

impact of the Scheme on the current policyholders of Bothnia. This is equivalent to Section 8 of the Report. 

¶ Section 7: I cover more general issues relating to the Transfer and the management of the Companies. This is 

equivalent to Section 9 of the Report. 

1.11 I summarise my conclusions in Section 8. 
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2. EXECUTIVE SUMMARY 

CONCLUSION 

2.1 In my opinion, provided the proposed Scheme operates as intended, and I have no grounds for believing that it will not 

do so: 

¶ The security of benefits to policyholders of QBE, Moorgate and Bothnia will not be materially adversely affected by 

the implementation of the Scheme on the Effective Date; and  

¶ The Scheme will have no impact on service standards (operated in accordance with TCF criteria) experienced by 

the policyholders of QBE, Moorgate and Bothnia.  

2.2 As such, my opinion is unaltered from that expressed in the Report. 

THE IMPACT OF THE SCHEME UPON THE TRANSFERRING POLICYHOLDERS 

2.3 I remain satisfied that the proposed Scheme does not affect in a materially adverse way either the security or the policy 

servicing levels of the Transferring Policyholders. I have reached this conclusion by forming the view that: 

the reserves of QBE, Moorgate and Bothnia appeared reasonable as at 30 June 2017; 

there is no reason to think that the reserve strength of QBE, Moorgate or Bothnia will be impacted by the Scheme; 

as at 30 June 2017, QBE and Moorgate are both well capitalised companies and Bothnia is at least a well capitalised 

company and is probably a very well capitalised company; 

the policyholders of the Transferring Business will not be materially adversely affected due to relative differences in the 

financial strength of Bothnia post Scheme to those of QBE and Moorgate pre-Scheme; 

although the proposed Scheme will lead to a change to the risk exposures of the QBE Transferring Business and to a 

lesser extent for the Moorgate Transferring Business, this will not have a materially adverse impact on the 

security of policyholder benefits; and 

the proposed Scheme is unlikely to have any impact on the standards of policy servicing experienced by the QBE 

Transferring Policyholders and the Moorgate Transferring Policyholders compared to their current position. 

THE IMPACT OF THE SCHEME UPON THOSE POLICYHOLDERS REMAINING WITHIN THE TRANSFERORS 

2.4 I remain satisfied that the Scheme would have negligible impact on those policyholders remaining within the 

Transferors.  

THE IMPACT OF THE SCHEME UPON THOSE POLICYHOLDERS CURRENTLY WITHIN BOTHNIA 

2.5 I remain satisfied that the Scheme will not have a materially adverse effect on the security of existing Bothnia 

policyholders or on the levels of service that they currently enjoy. 

THE IMPACT OF THE SCHEME IN RESPECT OF OTHER MATTERS 

2.6 I remain satisfied that the Scheme will not have a materially adverse effect on those third party reinsurers whose 

reinsurance contracts cover the Transferring Business.  

2.7 I have been informed that the Scheme is not expected to have tax implications that would affect any of the Companies 

or any of the groups of policyholders identified in paragraph 5.19 of the Report.  

2.8 I have been provided with an estimate of the external costs of the Scheme. I consider it unlikely that the costs of the 

Scheme will be such as to jeopardise the security of any of the groups of policyholders.  
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COMMUNICATION WITH POLICYHOLDERS AND THEIR RESPONSES 

2.9 CHL has notified 98.4% of the RFP policyholders and reinsurers of the RFP Pool business (or, in the absence of contact 

details, the relevant broker). Of the 55 companies that it has not notified, 47 have been dissolved, liquidated or otherwise 

defunct; one company is located within Libya and cannot be contacted via mail so other routes are currently being 

sought; the other 7 companies have not been located but only one was recorded as having RFP policies (and these 

have, in any event, been commuted). 

2.10 In addition to direct, written correspondence, the Companies also placed notifications in various publications.  

2.11 As at 1 November 2017, 49 responses had been received in response to the notification process. The majority of 

responses have requested further information regarding the policies involved (this information has been provided) or 

have provided additional information leading to the communications pack being sent to a different address.  

2.12 I have been told that, to date, no objections to the Scheme have been received. 
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3. CHANGES IN THE ENTITIES CONCERNED IN THE SCHEME  

THE RFP UNDERWRITING POOL 

3.1 Since 31 December 2016 the total case estimates in respect of all of the RFP business (i.e. including that which is not 

being transferred as part of the Scheme) has reduced slightly, broadly in line with payments made and currency 

exchange rate movements. These movements have been broadly in line with expectations. The value of the QBE 

Transferring Business and the value of the Moorgate Transfering Business have been further reduced due to some 

release of case estimates and/or IBNR reserves in respect of cedants who had covered particular Australian motor 

risks or risks denominated in Moroccan Dirham.  

QBE 

3.2 I have been told that QBEôs 2017 reinsurance programme is very similar to that in 2016, in terms of the scope of cover 

and the creditworthiness of the reinsurers. 

3.3 QBEôs risk profile, and its approaches to managing those risks, remain as described in the Report, save that some 

restructuring within the QBE Group has reduced QBEôs exposure to group risk. 

3.4 I have been told that there have been no changes in QBEôs capital policy, risk appetite, investment policy and approach 

to conduct risk from those described in the Report. 

Claim provisions 

3.5 As at 30 June 2017, on a UK GAAP basis, the gross outstanding claims reserves and the reinsurersô share of claims 

outstanding within QBE had increased from their levels as at 31 December 2016. The total movement is a result of 

many incremental movements, both upwards and downwards, from the year-end. The provisions were calculated as at 

30 June 2017 using the same methodology as at 31 December 2016. I have no reason to believe that there has been 

any change over the period in the relative strength of the provisions. 

3.6 Gross premiums written by QBE during the first half of 2017 were slightly down on the same period in 2016 but the 

amount of gross premium earned was slightly up over the same period. Overall, the QBE balance sheet as at 30 June 

2017 is broadly similar to that as at 31 December 2016. 

Solvency capital 

3.7 As I explained in the Report, QBE used the QEO Internal Model in order to calculate its SCR, both for statutory reporting 

purposes and also for ORSA purposes, and on both a one year basis and a to-ultimate basis. I was satisfied with the 

way that QEO calculated the SCR for QBE as at 31 December 2016, as well as the calculation of the available own 

funds.  

3.8 QEO has made some amendments to the QEO Internal Model during the first half of the year. These changes have 

been validated and approved by the PRA. While the changes to the model materially affect some of the component 

elements of the SCR, the overall impact on the one year SCR is a very small reduction, with a larger, but still small, 

reduction on a to-ultimate basis.  

3.9 The impact of these changes plus movements in the first half of 2017 has been to increase slightly QBEôs Capital Cover 

Ratio on a one year basis from that as at 31 December 2016, but to a sufficient extent that QBE could now be considered 

to be well capitalised. 

3.10 QBEôs ORSA has not been updated since that which I referred to in the Report. 

Brexit 

3.11 QEO is continuing with its plan to seek authorisation in Belgium for a new (re)insurance entity which will write business 

in the EU through a network of EU branches, replicating those currently writing business for QBE, and into which it 

intends to transfer QBEôs current EU branch business, as well as the EU business written by QBE on a freedom of 

services basis. 
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MOORGATE 

3.12 I have been informed that there have been no changes to Moorgateôs capital policy, risk appetite, conduct risk or Brexit 

plans from those set out in the Report. 

3.13 The gross reserves of the Moorgate Transferring Business, as expressed in sterling, were 2.6% lower as at 30 June 

2017 compared with their value as at 31 December 2016. However, this business is wholly reinsured by QBE and 

therefore the net reserves remain nil. The balance sheet as at 30 June 2017 is broadly similar to that as at 31 December 

2016. 

BOTHNIA 

3.14 I understand that the proposed transfer to Bothnia of the AMIL and AMIC UK Branch business has not yet been 

approved. The application to transfer the Allianz RFP business to Bothnia has also not yet been approved by the ACPR. 

Bothnia has recently announced two further transactions in addition to those set out in Table 4.1 of the Report: 

In August 2017 Bothnia announced that it had acquired a legacy portfolio from Gjensidige Forsikring ASA (ñGjensidigeò), 

initiallly via a loss portfolio transfer which will be followed by a business transfer. The portfolio acquired from 

Gjensidige comprises US APH risks underwritten between 1983 and 1985. 

In September 2017 Bothnia announced that it had acquired a legacy portfolio from AXA Insurance Limited (ñAXAò), 

comprising insurance and reinsurance business in run-off that had originally been underwritten by the Gibbon 

pools between 1962-1964. 

3.15 The additional portfolios are relatively small and have not materially affected Bothniaôs risk profile or its approaches to 

managing those risks, which remain as described in the Report.  

3.16 Bothnia continues to pursue opportunities to acquire portfolios of business in run-off. I understand that it has recently 

made an offer to acquire a relatively large portfolio but that, at the time of drafting this Supplementary Report, it is one 

of several bidders for that business.  

3.17 I have been told that there have been no changes in Bothniaôs capital policy, risk appetite, intra-group relationships, 

approach to conduct risk or Brexit plans, or in the administration of its business, from those described in the Report. 

Reinsurance 

3.18 As described in the Report, the outward reinsurance programme applying to Bothniaôs business comprises: 

¶ the outwards reinsurances that were acquired by or transferred to Bothnia at the same time as Bothnia acquired 

the (re)insurance portfolios that comprises its gross liabilities; and  

¶ the Bothnia ADC into which Bothnia entered in May 2017.  

3.19 Bothnia is currently in discussions with the FIN-FSA regarding how elements of the Bothnia ADC should be evaluated 

under the requirements of Solvency II. While Bothnia continues to believe that the Bothnia ADC will materially reduce 

its SCR, the discussions might result in the reduction being less than had been expected and less than I had taken 

account of in the Report.  

Claim provisions 

3.20 The total of the provisions, gross of reinsurance, held as at 30 June 2017 in respect of outstanding claims and ULAE 

was less than it had been as at 31 December 2016, largely reflecting claim payments and movements in the currency 

exchange rate in the year to date. The provisions were calculated as at 30 June 2017 using the same methodology as 

at 31 December 2016. I have no reason to believe that there has been any change over the period in the relative 

strength of the provisions. The reinsurersô share of the gross provisions, other than in respect of the Bothnia ADC, has 

reduced over the period to a similar degree. 
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Solvency Capital 

3.21 Bothnia is using, and intends to continue using, the standard formula to calculate its SCR under Solvency II. I was 

satisfied with the way that the Compre Group actuaries calculated the SCR for Bothnia as at 31 December 2016, as 

well as the calculation of the available own funds. 

3.22 Bothniaôs Solvency II assessment as at 31 December 2016, which includes allowance for all transactions involving, and 

investments into, Bothnia up to the 2016 year-end, indicated a Capital Cover Ratio of 151%. Had the Bothnia ADC 

been in place as at 31 December 2016 then, based the Compre Group actuariesô initial understanding of how the 

Bothnia ADC should be evaluated under Solvency II, the available own funds would have been increased and the SCR 

would have been reduced, moving Bothnia from being a well capitalised company to being a very well capitalised 

company. 

3.23 I have seen Bothniaôs capital assessment as at 30 June 2017. This has been prepared on a pro forma basis, as if the 

two recently announced transactions had taken place immediately before the end of the half year. On that basis, as at 

30 June 2017, the underlying values of Bothniaôs available own funds, both excluding and allowing for the Bothnia ADC, 

are broadly similar to those as at 31 December 2016. The beneficial impact of lower technical provisions in respect of 

the RFP business, due to a more optimistic view in respect of Australian motor losses and Moroccan Dirham 

denominated liabilities, and a lower risk margin, due to a reduction in the SCR (see next paragraph), has been wholly 

offset by an increase in the level of restricted own funds within Bothniaôs ring-fenced funds (as a result of the RFP 

reserve reduction). 

3.24 However, Bothniaôs SCR as at 30 June 2017, whether calculated including or excluding the Bothnia ADC, is lower than 

the equivalent value as at 31 December 2016. Aside from the impact of the Bothnia ADC, the downward movement 

has been caused by a reduction in currency risk due to improved asset liability matching and a reduction in reserve risk 

due to the reserve reductions noted above.  

3.25 As a result of these movements, Bothnia remains a very well capitalised company if credit is given to the Bothnia ADC 

to the extent originally envisaged by the Compre Group actuaries, and a well capitalised company if no credit is taken 

for the Bothnia ADC. 
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4. CHANGES IN THE IMPACT OF THE SCHEME ON THE TRANSFERRING 

POLICYHOLDERS  

EFFECT OF THE SCHEME ON THE BALANCE SHEETS OF QBE, MOORGATE AND BOTHNIA 

4.1 As the balance sheets of QBE, Moorgate and Bothnia as at 30 June 2017 are not public I cannot show them in this 

Supplementary Report and therefore cannot also show how they might appear post-Scheme (and, in the case of 

Bothnia, post approval of the transfer of the Allianz RFP business). However, I note that: 

The QBE balance sheet as at 30 June 2017 is not materially different from that as at 31 December 2016, and therefore 

the pro-forma post-Scheme balance sheet as at 30 June 2017 would look similar to that shown as at 31 

December 2016 in Table 5.1 of the Report; 

The Moorgate balance sheet as at 30 June 2017 is not materially different from that as at 31 December 2016, and 

therefore the pro-forma post-Scheme balance sheet as at 30 June 2017 would look similar to that shown as 

at 31 December 2016 in Table 5.2 of the Report; and 

The Bothnia balance sheet as at 30 June 2017 is not materially different from that as at 31 December 2016, and 

therefore the pro-forma post-Scheme balance sheet as at 30 June 2017 would look similar to that shown as 

at 31 December 2016 in Table 5.3 of the Report. 

RESERVE STRENGTH (PRE AND POST SCHEME) 

QBE 

4.2 As noted in paragraph 6.23 of the Report and as explained in the preceding paragraphs in the Report, I concluded that, 

as at 31 December 2016, QBEôs reserves appeared reasonable and that I had no reason to think that the reserve 

strength of QBE would be impacted by the Scheme. As explained in paragraph 3.5 above, I have no reason to believe 

that there has been any change since then in the relative strength of the reserves. 

Moorgate 

4.3 As Moorgate has 100% ceded its RFP liabilities to QBE and as these liabilities comprise its only remaining insurance 

liabilities, its claims reserves, net of reinsurance are effectively nil (it holds a small provision against reinsurer default). 

As noted in paragraph 3.13 above, the gross value of Moorgateôs insurance liabilities have reduced since the year-end, 

reflecting claim payments and exchange rate movements.  

Bothnia 

4.4 As noted in paragraph 6.44 of the Report and as explained in the preceding paragraphs in the Report, I concluded that, 

as at 31 December 2016, Bothniaôs reserves appeared reasonable and that I had no reason to think that the reserve 

strength of Bothnia would be impacted by the Scheme. As explained in paragraph 3.20 above, I have no reason to 

believe that there has been any change since then in the relative strength of the reserves. 

EXCESS ASSETS OF QBE, MOORGATE AND BOTHNIA 

QBE 

4.5 As noted in paragraph 6.55 of the Report and as explained in the preceding paragraphs in the Report, I concluded that, 

as at 31 December 2016, the policyholders of QBE, including those who will transfer under the proposed Scheme, 

benefited from the financial strength provided by a more than sufficiently capitalised company. As explained in 

paragraph 3.9 above, I believe that, as at 30 June 2017, it could be considered to be a well capitalised company. 
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Moorgate 

4.6 As noted in paragraph 6.58 of the Report and as explained in the preceding paragraphs in the Report, I concluded that, 

as at 31 December 2016, the policyholders of Moorgate, all of whom are Moorgate Transferring Policyholders, benefited 

from the financial strength provided by a well capitalised company. Moorgate remains outside the scope of Solvency II 

and therefore its solvency capital requirements remain £2.0 million, equal to the base capital resources requirement. 

The Moorgate balance sheet as at 30 June 2017 is broadly the same as at 31 December 2016 and therefore I conclude 

that the policyholders of Moorgate continue to benefit from the financial strength provided by a well capitalised company. 

Bothnia 

4.7 As noted in paragraph 6.68 of the Report and as explained in the preceding paragraphs in the Report, I concluded that, 

as at 31 December 2016, the current policyholders of Bothnia benefited from the financial strength provided by a well 

capitalised company and that, as then stated in paragraph 6.68 of the Report, had the Bothnia ADC then been in place 

the current policyholders of Bothnia would have benefited from the financial strength provided by a very well capitalised 

company.  

4.8 As commented in paragraph 3.19 above, Bothnia is in discussions with FIN-FSA regarding the treatment of the Bothnia 

ADC under Solvency II, and therefore the beneficial impact that the Bothnia ADC would have upon Bothniaôs capital 

cover ratio. Those discussions are ongoing. I noted in paragraph 3.25 above that I believe that, as at 30 June 2017, the 

financial strength of Bothnia has improved since 31 December 2016 and so, even if no credit was given for the Bothnia 

ADC in Bothniaôs SCR calculation, Bothnia would still be considered a well capitalised company. Even were credit 

allowed for the Bothnia ADC only to a small degree relative to that which had been assumed in the Report, then Bothnia 

would be considered a very well capitalised company. 

RELATIVE FINANCIAL STRENGTH OF TRANSFERRING POLICYHOLDERS PRE AND POST SCHEME 

4.9 I have concluded above that QBE was, as at 30 June 2017, a well capitalised company, and that, also as at 30 June 

2017, Bothnia was possibly a well capitalised company but more likely a very well capitalised company. This would 

suggest that, in terms of excess assets and the security that they afford policyholders, the position of the QBE 

Transferring Policyholders would be enhanced by the Scheme being sanctioned. However, three other things should 

be borne in mind: 

As explained in the Report, the excess assets in QBE are, in absolute terms, greater than those in Bothnia; 

As also explained in the Report, the policyholders of QBE also benefit from being part of an insurance company that is 

larger and more diversified compared to Bothnia; and 

The apparent capital strength of Bothnia might be temporary. Bothniaôs acquisition model is to use its surplus own funds 

to fund new acquisitions of run-off portfolios. Its capital management policy states that its capital cover ratio 

will not fall below 110% and it aims always to have a capital cover ratio of at least 120% (i.e. it aims to be 

always ñmore than sufficiently capitalisedò). So it is possible that, should Bothniaôs bid as mentioned in 

paragraph 3.16 above be accepted and the deal then to complete, the capital cover ratio will be materially 

reduced when the transaction takes place, possibly to a level below the current level of QBE. However, after 

acquisition and assuming that reserves run-off as expected, the capital cover ratio would be expected to 

increase as the business is gradually de-risked, reducing the SCR. Any newly acquired portfolio would, in due 

course, also be covered by the Bothnia ADC under the Cancel and Rewrite clause.  

4.10 These different aspects are not wholly quantifiable and hence are not directly comparable with one another. However, 

taking them all into account, I continue to hold the opinion that, on an ongoing basis, the QBE Transferring Policyholders 

will not be materially disadvantaged by differences in the financial strength between QBE and Bothnia. 
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4.11 I have also concluded above that Moorgate was, as at 30 June 2017, a well capitalised company. This would suggest 

that, in terms of excess assets and the security that they afford policyholders, the position of the Moorgate Transferring 

Policyholders would be enhanced as a result of the Scheme being sanctioned. Again, it should be borne in mind that 

the apparent capital strength of Bothnia might be temporary and could be materially reduced, at least in the short term, 

by funding a large acquisition. However, the amount of excess assets is far greater in Bothnia than in Moorgate, and 

policyholders of Bothnia also benefit from being part of a larger and more diversified insurance company, compared to 

Moorgate. As noted above, these different aspects are not wholly quantifiable and hence are not directly comparable 

with one another, but, taking them all into account, I continue to hold the opinion that, on an ongoing basis, the Moorgate 

Transferring Policyholders will not be materially disadvantaged by differences in financial strength between Moorgate 

and Bothnia. 

4.12 I therefore remain satisfied that the policyholders of the Transferring Business will not be materially adversely affected 

due to relative differences in the financial strength of Bothnia post-Scheme to those of QBE and Moorgate pre-Scheme. 

CHANGES IN RISK EXPOSURES 

4.13 As noted in paragraph 6.81 of the Report and as explained in the preceding paragraphs in the Report, I concluded that, 

although the proposed Scheme will lead to a change to the risk exposures of the Transferring Business, this will not 

have a materially adverse impact on the security of policyholder benefits. As I have explained in Section 3 above, the 

risk profiles of the three entities are essentially unchanged from those described in the Report. Therefore, my conclusion 

remains unchanged. 

POLICY SERVICING 

4.14 There have been no changes to the policy administration arrangements of the Transferring Business, either pre or post-

Scheme, from those described in the Report. Therefore, I continue to hold the opinion that the proposed Scheme is 

unlikely to have a materially adverse impact on the standards of policy servicing experienced by the QBE Transferring 

Policyholders and the Moorgate Transferring Policyholders compared to their current position. 

BREXIT  

4.15 There have been no developments since I wrote the Report that have caused me to alter my opinion that Brexit will not 

materially alter the expected effects (if any) of the proposed Scheme on the security of the benefits or the standards of 

policy servicing experienced by the Transferring Policyholders. 

CONCLUSION FOR THE POLICYHOLDERS OF QBE AND MOORGATE TRANSFERRING UNDER THE 

SCHEME 

4.16 I continue to be satisfied that the proposed Scheme does not affect in a materially adverse way either the security or 

the policy servicing levels of the QBE Transferring Policyholders or the Moorgate Transferring Policyholders. 
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5. CHANGES IN THE IMPACT OF THE SCHEME ON THE POLICYHOLDERS OF THE 

TRANSFERORS WHO WILL NOT TRANSFER UNDER THE SCHEME 

QBE 

5.1 I concluded in the Report that the non-transferring policyholders in QBE would be largely unaffected by the Scheme 

and nothing has emerged within, or from analysis of, the Additional Information to persuade me otherwise. I remain 

satisfied that the Scheme will not have a materially adverse effect on the security of, or the service levels enjoyed by, 

the non-transferring policyholders in QBE.  

MOORGATE 

5.2 As discussed in the Report, the Moorgate Transferring Business comprises the whole of Moorgateôs portfolio and so 

only the Moorgate Excluded Policies, should there be any, will remain post-Scheme in Moorgate.  

5.3 I also concluded in the Report that neither the security nor the service levels of any policyholders of Moorgate whose 

policies become Moorgate Excluded Policies would be affected by the Scheme and nothing has emerged within, or 

from analysis of, the Additional Information to change that view. I remain satisfied that the Scheme will not have a 

materially adverse effect on the security of, or the service levels enjoyed by, the holders of Moorgate Excluded Policies. 
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6. CHANGES IN THE IMPACT OF THE SCHEME ON THE CURRENT BOTHNIA 

POLICYHOLDERS 

6.1 As discussed in Section 8 of the Report, there will be no change to the reserves or risk exposures in Bothnia as a result 

of the Scheme and no changes will result from the Scheme in policy servicing or administration. The existing 

policyholders of Bothnia currently enjoy a degree of financial security in terms of reserve strength and excess assets 

as afforded by a well capitalised company, and will continue to do so if the Scheme is sanctioned. Moreover, in the 

event of Bothnia becoming insolvent sometime in the future, those policyholders of Bothnia with direct policies will 

continue to rank ahead of all other policyholders, and those current Bothnia policyholders with reinsurance or 

retrocessional contracts will rank alongside the Transferring Policyholders. Therefore, even in such unlikely 

circumstances, existing Bothnia policyholders would not be disadvantaged by the Scheme. 

6.2 Nothing has emerged within, or from analysis of, the Additional Information to persuade me that the above conclusiuons 

which I had explained in the Report require revision. I remain satisfied that the Scheme will not have a materially 

adverse effect on the security of, or the service levels enjoyed by, the existing policyholders of Bothnia.   
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7. OTHER CONSIDERATIONS 

OPERATIONAL PLANS AND CHANGES IN ASSETS AND LIABILITIES UP TO THE EFFECTIVE DATE 

7.1 QBE and CHL (on behalf of Moorgate and Bothnia) both confirmed to me that, other than anything indicated above, 

they have made no changes to their operational plans and there have been no significant changes in assets or liabilities 

up to the date of this Supplementary Report (and none are expected up until the Effective Date) about which they have 

not informed me. 

THE LIKELY EFFECTS OF THE SCHEME UPON REINSURERS OF THE TRANSFERRING BUSINESS 

7.2 I remain satisfied that the the Scheme will not have a materially adverse effect on the reinsurers of QBE and Moorgate 

whose contracts of reinsurance are to be transferred by the Scheme. 

THE APPROACH TO COMMUNICATION WITH POLICYHOLDERS 

7.3 CHL has written to all RFP policyholders (not just to the QBE Transferring Policyholders and the Moorgate Transferring 

Policyholders), and to the reinsurers of the RFP Pool business (or, where CHL does not have contact details for the 

reinsurer, to the broker authorised to act on behalf of that reinsurer).  

7.4 In accordance with waivers granted by the Court, QBE has not directly notified any of its policyholders that are not 

transferring under the Scheme and CHL has not directly notified any of the existing policyholders of Bothnia. 

7.5 In addition to direct, written correspondence, CHL and QBE have also arranged indirect notification via advertisements 

in the London, Edinburgh and Belfast Gazettes, as well as in The Times, in the UK, European and international editions 

of The Financial Times and in Insurance Day. 

7.6 The letters, notices and advertisements have referred all queries to a postal address, a telephone number, a website 

or a dedicated email address.  

7.7 The RFP address database comprises 3,504 companies and includes, as well as ceding companies, reinsurers, 

brokers, and other interested parties. Letters were sent by mail to 3,359 of these companies. Of the remaining 145: 

¶ 90 are members of the Compre Group and so they were sent the same documents via email, rather than by post;  

¶ 47 were not sent the communications pack due to them having been dissolved, liquidated or otherwise defunct or 

due to the records showing no RFP policies to be associated with the company;  

¶ 7 could not be located ï of these seven, only one company was recorded as having RFP policies (and these have, 

in any event been commuted), one is a broker and the other five have no policies with the RFP Pool, according to 

CHLôs records; and  

¶ One company is based in Libya, to which the Royal Mail is unable to post correspondence. It is now intended that 

the communications pack be sent to this organisation using an appropriate email address. CHL has requested, via 

the Libyan companyôs on-line query form, the email address of its company secretary but, as at the date of drafting 

this Supplementary Report, has yet to receive a reply. 

Responses 

7.8 As at 1 November 2017, 49 responses to the above notifications had been received. These responses have all been 

logged by date and time, as applicable, together with replies. Copies of all correspondence have been retained. 

7.9 I set out in 0 below the breakdown of the queries received in respect of the Transfer.  
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Breakdown of the Queries Received in Respect of the Scheme 

   

7.10 The majority of responses have requested further information regarding the policies involved and the potential interest 

of the respondants in respect of those policies (this information has been provided) or have provided additional 

information leading to the communications pack being sent to a different address. There have been three queries of 

note: 

The Guernsey Financial Services Commission (ñGFSCò) has expressed concern that the Scheme might impact 

Guernsey residents in respect of a particular insurer. In response, the GFSC has been informed that the 

Transferring Business is wholly reinsurance business and therefore Guernsey residents would not be 

impacted. Furthermore, the insurer in question was liquidated in 1998. No further comment has been received 

from the GFSC. 

The Institute of London Underwriters (ñILUò) requested confirmation that the ILU would have no involvement in the 

transfer process. It was confirmed that RFP had never been a member of the ILU on a ceded basis, but certain 

of its outwards reinsurance contracts had been placed with ILU companies. The ILU confirmed that this is 

consistent with its own records. 

A broker that had received the communications pack asked whether it would be necessary for it to write to all RFP 

policyholders for which it acted as intermediary. The broker was advised that as Compre believed that it has 

a complete list of policyholders and that it had already written to them all, it was up to the broker as to whether 

the broker contacted policyholders independently. 

7.11 In additional to the above, several responses were received following communications relating to the Württ and HIR 

transfers and to the proposed Allianz transfer which have resulted in contact addresses being revised for the mailing of 

information concerning the Scheme, The communications pack has been resent to these revised contact addresses. 

7.12 To date, no objections to the Scheme have been recorded.  

Query Type
Number of 

Queries

Request list of policies/records 13

Postal and email returns for which alternative addresses have 

been identified
22

Clarification of cedant's parent/group structure, resulting in 

alternative addresses
4

Postal returns relating to defunct entity 2

GFSC enquiry regarding effect on Guernsey policyholders 1

Query from the ILU 1

Query from a broker regarding the need for it to contact its 

clients directly
1

Query from the Financial Ombudsman requesting confirmation 

that the Transferring Business is entirely reinsurance and a copy 

of the sealed order post-sanction

1

Postal return to confirm no interest in the Scheme 1

Queries from entities asking why they had been notified 2

Request that the Companies inform their regulatory authorities 

regarding the Scheme.
1

TOTAL 49
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8. CONCLUSIONS 

CONFIRMATION OF OPINION 

8.1 I have further considered the effect of the proposed Transfer on the policyholders of QBE, Moorgate and Bothnia in the 

light of the Additional Information made available to me since the date of the Report. I confirm that my overall opinion 

and conclusions as set out in Section 10 of the Report are unchanged. 

8.2 In reaching this opinion I have complied in all material respects with the principles set out in paragraph 10.2 of the 

Report. 

DUTY TO THE COURT 

8.3 As required by Part 35 of the Civil Procedure Rules, I hereby confirm that I understand my duty to the Court and have 

complied with that duty and that I am aware of and have complied with the requirements of Part 35 of the Civil Procedure 

Rules, of Practice Direction 35 which supplements Part 35 of the of the Civil Procedure Rules, and of the Guidance for 

the Instruction of Experts in Civil Claims 2014.  

STATEMENT OF TRUTH 

8.4 I confirm that, insofar as the facts stated in this Supplementary Report are within my own knowledge, I have made clear 

which they are and I believe them to be true, and that the opinions I have expressed represent my true and complete 

professional opinion. 

 

 

 

 

 

 

Derek Newton / 1 November 2017 

Fellow of the Institute and Faculty of Actuaries 
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APPENDIX A  DEFINITIONS 

 

ACPR The Autorité de Contrôle Prudentiel et de Résolution (ñACPRò) is responsible for supervising the 

banking and insurance sectors in France. The ACPR is an independent administrative authority 

attached to the Banque de France. 

Additional Information Financial and other information provided by and in respect of the Companies since the drafting 

of the Report. 

AGF Assurances Generales de France, a member of RFP. AGF was bought by Allianz in 1998 and 

its RFP business was subsequently organised into Allianz. 

Allianz Allianz IARD. It is currently the subject of an application to the ACPR to transfer its RFP business, 

which was originally AGFôs RFP business, to Bothnia. 

AMIC UK Branch The UK branch of Atlantic Mutual Insurance Company. 

AMIL Atlantic Mutual International Limited. 

APH Asbestos, pollution and health hazard. 

AXA AXA Insurance Limited. 

BaFin The Federal Financial Supervisory Authority (in German, Bundesanstalt für Finanzdienst-

leistungsaufsicht or ñBaFinò) is the authority for supervision of Germanyôs financial and insurance 

sectors. The entities supervised by the authority include banks and financial services providers, 

insurance companies and pension funds, stock exchanges and markets, asset management 

companies and investment funds; and company start-ups and fintech companies. BaFin is 

funded solely out of fees and contributions from the institutions and businesses that it supervises 

and is thus independent of the Federal budget. 

Bothnia Bothnia International Insurance Company Limited, a subsidiary of CHL. 

Bothnia ADC An Adverse Development Reinsurance Cover secured by Bothnia in respect of its whole account 

with effect from 1 January 2017. 

Brexit ñBrexitò is an abbreviation of ñBritish Exitò which refers to the impending exit of the UK from the 

European Union, following the referendum on continuing membership held in the UK in June 

2016. As at the time of drafting this Report, the terms of Brexit were unknown. 

Capital Cover Ratio The ratio of Available Capital to Requirement Capital. This is a measure of the capital strength 

of the insurer ï the higher the ratio, the stronger the company. 

CHL Compre Holdings Limited. 

The Companies The collective term for QBE, Moorgate and Bothnia. 

Compre Group A collective term for CHL and its direct and indirect subsidiaries. 

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

CS A collective term for various service companies that are members of the Compre Group. 

Effective Date The date on which the Scheme shall become operative. 

Excluded Policy A contract of insurance or reinsurance (if any) written or assumed by QBE or by Moorgate under 

which any liability remains unsatisfied or outstanding as at the Transfer Effective Date and which, 

for any reason, is not transferred by order of the Court pursuant to Part VII of FSMA on the 

Effective Date. I have referred separately to such a policy as a QBE Excluded Policy if it 

emanates from QBE and as a Moorgate Excluded Policy if it emanates from Moorgate. 



Milliman Supplementary Report 

 

 

 

 19 
Supplementary Report of the Independent Expert on the proposed transfer of the Ridgwell, Fox & Partners Pool business from QBE Insurance (Europe) 
Limited and from Moorgate Insurance Company Limited to Bothnia International Insurance Company Limited  
1 November 2017 
 

 

FCA The Financial Conduct Authority (ñFCAò) is 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. 

FIN-FSA The Financial Supervisory Authority of Finland (ñFIN-FSAò) is the authority for supervision of 

Finlandôs financial and insurance sectors. The entities supervised by the authority include banks, 

insurance and pension companies as well as other companies operating in the insurance sector, 

investment firms, fund management companies and the Helsinki Stock Exchange. It operates 

administratively in connection with the Bank of Finland, but is independent in its decision-making. 

FSA The Financial Services Authority was the UK regulator for financial services until 2012. Its 

responsibilities were then taken over by and divided between the PRA and the FCA. 

FSMA Financial Services and Markets Act 2000, the legislation under which Part VII governs the 

transfer of (re)insurance business between (re)insurance undertakings. 

FSMA Report A report on the terms of a transfer under Part VII of FSMA, to be prepared by an independent 

person. The FSMA Report is required in order that the Court may properly assess the impact of 

the proposed transfer, including the effect on the policyholders of the insurance companies in 

question. 

GAAP Generally accepted accounting principles (ñGAAPò) form the standard framework of guidelines 

for financial accounting used in any given jurisdiction. 

GFSC The Guernsey Financial Services Commission. 

Gibbon The Gibbon Underwriting Pools, business underwritten by RW Gibbon (Underwriting Agencies) 

Limited and RW Gibbon & Son Limited in the years 1950-1972. 

Gjensidige Gjensidige Forsikring ASA. 

Groupama Groupe des Assurances Mutuelles Agricoles (ñGroupamaò), which bought GAN and Minster 

Insurance Company Limited and was subsequently transferred to HIR. This RFP involvement 

has been transferred to Bothnia under European transfer rules authorised by BaFin. 

HIR Hamburger Internationale R¿ckversicherung AG (ñHIRò), to which the RFP business of 

Groupama was transferred. This RFP involvement has been transferred to Bothnia under 

European transfer rules authorised by BaFin. 

IBNR reserves These are reserves in respect of claims which relate to claim events that have occurred before 

the valuation date but which were still to be reported to the insurer as at that date. For the 

purposes of this Report they also include reserves in respect of any perceived shortfall between 

the projected ultimate costs and the case estimates for claims already notified. 

Independent Expert The Independent Expert prepares the FSMA Report and provides it to the Court in order that it 

may properly assess the impact of the proposed transfer, including the effect on the policyholders 

of the insurance companies in question. In the case of the Scheme, I have been appointed as 

the Independent Expert. 

Independent Peer 

Review 

Work Review undertaken by one or more individual(s) who is, or are, not otherwise involved in 

the work in question and who would have had the appropriate experience and expertise to take 

responsibility for the work themselves. 

ILU The Institute of London Underwriters, the former trade association for the company market 

specialising in marine, aviation and transportation insurance business in London; established in 

1884, the ILU required guarantees for overseas company members writing marine insurance 

and reinsurance business in London. When the ILU and LIRMA (the London Insurance and 

Reinsurance Market Association which was the trade association acting for non-marine 

insurance companies) merged in December 1998 to form the IUA (the International Underwriting 

Association of London), the ILU retained responsibility for the parental guarantees given by 
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companies who had been members of the ILU. The ILUôs then members ceased their 

membership of ILU and became members of the IUA. 

Moorgate Moorgate Insurance Company Limited, a member of the Compre Group. 

Own Funds In Solvency II terminology, the amount of capital or excess assets of an insurance company. 

Own funds are divided into basic own funds and ancillary own funds (e.g. unpaid share capital), 

which require regulatory approval. 

ORSA The Own Risk Solvency Assessment (ñORSAò) is a fundamental set of processes under 

Solvency II constituting a tool for decision-making and strategic analysis. It aims to assess, in a 

continuous and prospective way, the overall solvency needs related to the specific risk profile of 

the insurance company. 

PRA  The Prudential Regulation Authority (ñPRAò) is part of the Bank of England and 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. 

QBE QBE Insurance (Europe) Limited, an indirect subsidiary of QEO. 

QBE Group A collective term for QIGL and its direct and indirect subsidiaries. 

QEO QBE European Operations plc ("QEO"), the indirect parent of QBE and a member of the QBE 

Group. 

QEO Internal Model The internal model developed, maintained and used by QEO and its subsidiaries for business 

planning and solvency capital estimation purposes. 

Required Capital The amount of capital an insurer must hold in order to meet its regulatory capital requirements 

(for example the SCR). 

Reinsurance An arrangement with another insurer whereby risks are shared (or passed on). If reinsurance is 

termed as being ñinwardsò then the reinsurer in question has accepted risk from an(other) 

(re)insurer; if reinsurance is termed as being ñoutwardsò then the (re)insurer in question has 

passed risk to a(nother) reinsurer. 

The Report The report entitled ñReport of the Independent Expert on the proposed transfer of the Ridgwell, 

Fox & Partners Pool business from QBE Insurance (Europe) Limited and from Moorgate 

Insurance Company Limited to Bothnia International Insurance Company Limitedò and dated 27 

July 2017. 

RFP The Ridgwell, Fox & Partners Pool (ñRFPò), on behalf of which RFPUM underwrote reinsurance 

business. 

RFPUM Ridgwell, Fox & Partners (Underwriting Management) Limited. 

The Scheme In the context of this Report, the proposal that the RFP-related business of QBE and of Moorgate 

be transferred to Bothnia under the provisions of Part VII of FSMA. 

Solvency II The system for establishing (among other things) minimum capital requirements for EU 

(re)insurers under the Solvency II Directive 2009/138/EC. 

SCR The Solvency Capital Requirement (ñSCRò) under Solvency II is the amount of capital required 

to ensure continued solvency over a one-year trading time frame with a likelihood of 99.5%. 

Supplementary Report  References to ñthe Supplementary Reportò refer to this report. 

TCF The TCF (ótreating customer fairlyô) principle aims to raise standards in the way firms carry on 

their business by introducing changes that will benefit consumers and increase their confidence 

in the financial services industry. Specifically, TCF aims to: help customers fully understand the 

features, benefits, risks and costs of the financial products they buy; and minimise the sale of 

unsuitable products by encouraging best practice before, during and after a sale. 
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Technical Provisions Liabilities determined for regulatory purposes. In particular, the provisions for the ultimate costs 

of settling all claims arising from events which have occurred up to the balance sheet date, 

including provision for claims incurred but not yet reported, less any amounts paid in respect of 

these claims; plus the provisions for future claims (and premiums) arising on unexpired periods 

of risk. 

Transferee The insurer to which business is being transferred ï in the case of the Scheme this is Bothnia. 

Transferors The insurers from which business is being transferred ï in the case of the Scheme these are 

QBE and Moorgate. 

Transferring Business The RFP business of QBE and Moorgate, which is to be transferred to Bothnia under the 

Scheme. I have referred separately to such a policy as a QBE Excluded Policy if it emanates 

from QBE and as a Moorgate Excluded Policy if it emanates from Moorgate. 

Transferring Assets The assets to be transferred to Bothnia under the Scheme 

Transferring 

Policyholders 

The policyholders of the Transferring Business. I have referred separately to such policyholders 

as QBE Transferring Policyholders if they are currently covered by QBE and as Moorgate 

Transferring Policyholders if they are currently covered by Moorgate. 

ULAE Unallocated loss adjustment expenses, i.e. claim-related costs that cannot be allocated 

specifically to individual claims, such as the costs of running a claims team. 

Work Review Process by which a piece of actuarial work is considered by at least one other individual for the 

purpose of providing assurance as to the quality of the work in question. 

Württ Württembergische Feuer was reorganized into Württembergische Versicherung AG in 1991 and 

Wüstenrot und Württembergische AG in 1999. Wüstenrot und Württembergische AG (ñW¿rttò) is 

a member of RFP. It was announced in January 2017 that an agreement had been reached to 

transfer the remaining RFP liabilities from Württ to Bothnia. 
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APPENDIX B  KEY SOURCES OF DATA 

B.1. In writing the Supplementary Report, I relied upon the accuracy of certain documents provided by QBE and CHL. These 

included, but were not limited to the following: 

RFP Pool 

¶ Summary information with respect to paid loss movements from 1 September 2016 to 30 June 2017 

¶ Summary information with respect to gross outstandings and reinsurance recoverables as at 30 June 2017 

QBE 

¶ QEO 2017 SCR Report dated 4 August 2017 

¶ Memo dated 3 August 2017 from the Chief Actuary to the Finance Management Group, providing the 2017 Half 

Year Reserving Update for QEO 

¶ QBE balance sheet and income statement as at 30 June 2017 

¶ Paper to the QEO Risk and Capital Committee, dated 17 July 2017, recommending five minor changes and three 

major changes to the QEO internal model 

¶ Report by EY, dated 27 January 2017, providing an estimate of QBEôs unpaid liabilities as at 31 October 2016 

Bothnia 

¶ Bothnia balance sheet and income statement as at 30 June 2017 

¶ Solvency II report at 30 June 2017, dated 12 August 2017 and authored by the Compre Group Chief Actuary 

¶ Compre Reserve report at 30 June 2017, dated 28 July 2017 and authored by the Compre Group Chief Actuary 

¶ Summary information with respect to newly assumed legacy portfolio from Gjensidige Forsikring ASA 

¶ Summary information with respect to newly assumed legacy portfolio from AXA Insurance Limited 

¶ Summary information with respect to a large portfolio which Bothnia has made an offer to acquire 

Moorgate 

¶ Moorgate balance sheet and income statement as at 30 June 2017 

Scheme 

¶ Summaries of the responses received in respect of the notifications process, and of the QBE/Bothniaôs responses 

to those, as at 1 November 2017 

¶ A sample of the correspondence 

Witness Statements 

¶ Second witness statements by Rhydian Williams and by Simon Hawkins 

¶ Witness statement by Caroline Hobbs. 

B.2. Information relating to the items listed above was also gathered during discussions with staff of QBE and CHL. 
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APPENDIX C LETTERS OF REPRESENTATION 
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