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1. INTRODUCTION 

1.1 I, Gary G Wells, prepared a report to the Court, dated 13 August 2020, entitled, “Report of the Independent 

Expert on the proposed transfer of the UK branch business of Basler Versicherung AG, together with certain 

other reinsurance business emanating from the Swiss home office, to Bothnia International Insurance 

Company Limited” (the Report). 

1.2 In the Report, I stated that, shortly before the date of the Court hearing at which an order sanctioning the 

Scheme will be sought, I would prepare a Supplemental Report covering any relevant matters that might 

have arisen since the date of the Report. In particular, I stated that I would consider the extent to which the 

operational plans of Bothnia International Insurance Company Limited (Bothnia) and/or Basler 

Versicherung AG (BIL) (collectively the Companies) have altered (relative to the position as at the date of 

the Report) and the actual changes in assets and liabilities (relative to the audited position as at 31 

December 2019, as I had discussed in the Report). In particular, I would consider whether there have been 

any changes (including those associated with current economic conditions) and/or objections to the Scheme 

that would affect my overall opinion as expressed in the Report.  

1.3 I set out below my considerations with regard to changes in operational plans and the changes in assets 

and liabilities of the Companies. I also comment on other relevant developments. 

1.4 In order to provide this Supplemental Report (the Supplemental Report), BIL and Bothnia have provided 

me with additional information (the Additional Information), including updated financial information. The 

Additional Information provided is set out in Appendix A. 

1.5 This Supplemental Report should be read in conjunction with the Report (together the Aggregate Report). 

This Supplemental 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. Terms1 used in this 

Supplemental Report have the same meanings as used in the Report. Further, unless stated otherwise, 

where necessary, the rates of exchange2 I have used in the Supplemental Report are: £1.00 = $1.29 = 

€1.10 = CHF1.19 (as at 30 September 2020); and £1.00 = $1.37 = €1.12 = CHF1.21 (as at 31 December 

2020). 

1.6 Reliance has been placed upon, but is not limited to, the data and other information provided to me by BIL 

and Bothnia (as set out in the Report) and the Additional Information (as set out in Appendix A). My opinions 

depend on the substantial accuracy of this data, information and the underlying calculations. BIL and 

Bothnia have each confirmed to me that, to the best of their knowledge and belief, all data and information 

they have provided to me is accurate and complete (see Letters of Representation, Appendix B). They have 

also informed me that there have been no developments since the latest information made available to me 

that are relevant to the Scheme. 

1.7 The conclusions set out in this Supplemental Report are based on audited financial statements as at 31 

December 2020 for BIL and for Bothnia (and audited data provided by BIL and Bothnia as at 31 December 

2019). I have also referred to audited financial data from the Compre Group as at 31 December 2020 (as 

well as audited accounts as at 31 December 2019), and to audited financial data from the Baloise Group as 

at 31 December 2020 (as well as audited accounts as at 31 December 2019). In all cases, I have requested 

the most recent data available.  

1.8 The technical actuarial work underlying this Supplemental Report has been undertaken in accordance with 

the applicable principles of Technical Actuarial Standard (TAS) 100 and TAS 200 as issued by the Financial 

Reporting Council with effect from 1 July 2017, subject to the principles of proportionality and materiality, 

Further, in accordance with Actuarial Profession Standard X2, as issued by the Institute and Faculty of 

Actuaries, I have decided that the Supplemental Report should be subject to Independent Peer Review. I 

confirm that this Supplemental Report has been subject to Independent Peer Review prior to its publication. 

1.9 Nothing in the Supplemental Report (or the Report) should be regarded as providing a legal opinion in 

relation to any aspect of the Scheme. For the avoidance of doubt, where I have repeated the legal opinion(s) 

of external lawyers, these are lawyers of the Companies to the proposed Scheme and, while the contents 

of such legal opinion(s) has informed my view, I am not expressing a personal legal opinion. 

 

1  Unless terms are specifically defined in this Supplemental Report, I adopt, as relevant, the definitions used in the Report. 

2  Source: Lloyd’s Market Bulletins Y5308, dated 1 October 2020; and Y5322, dated 4 January 2021. 
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2. CHANGES IN THE ENTITIES CONCERNED IN THE SCHEME  

BIL 

2.1 I have been told that: 

 There has been no material change to BIL’s 2020 reinsurance programme compared to that in 2019, in 

terms of the scope of cover (other than an increase of CHF 250 million in Swiss earthquake protection) 

and the creditworthiness of the reinsurers; and 

 There have been no material changes in BIL’s capital policy, risk appetite, investment policy and 

approach to conduct risk from those described in the Report (including in relation to COVID-19). 

As such, the risk profile of BIL is essentially unchanged from that described in the Report. 

2.2 I have been provided with: 

 Jahresrechnung 20203 (prepared on the local Swiss accounting basis) for BIL over the twelve-month 

period to 31 December 2020; 

 SST figures for BIL at quarterly intervals (during 2020), up to and including 30 September 2020; 

 PRA Returns for the UK Branch (of BIL) as at 31 December 2020.  

Business Reinsured under the LPTA (and the Transferring Business) 

2.3 From a BIL perspective, the gross paid claims over the twelve-month period to 31 December 2020 for the 

business reinsured under the LPTA were CHF 956k (£790k), and, as at 31 December 2020, the booked 

gross claims reserves (including contingency reserves)4 in respect of the business reinsured under the 

LPTA were CHF 24.8 million (£20.5 million), together with ULAE provision5 of CHF 8.8 million (£7.3 million), 

i.e. a slight reduction relative to the year-end 2019 position6. At a net level (from a BIL perspective), all of 

these items effectively reduce to zero, because of the operation of the LPTA.  

2.4 At the time of the Report, the business reinsured under the LPTA was consistent with the Transferring 

Business (i.e. as per paragraph 1.10 of the Report, Bothnia reinsured 100% of the Transferring Business 

under the LPTA). However, since I prepared the Report, the Scheme has been altered such that the BIL 

Other Portfolio (as outlined in paragraph 1.8 of the Report) has been removed entirely from the scope of 

the Scheme (as described in paragraph 4.4 below) and to reflect Excluded Policies (as described in 

paragraph 4.2 below). I note that as at 31 December 2020, BIL held zero reserves for the BIL Other Portfolio 

and the Excluded Policies (while also noting that it held contingency reserves and ULAE in respect of all 

the business reinsured under the LPTA). Thus, Figure 2.1 below, which corresponds to Figure 5.3 of the 

Report, shows simplified balance sheets for the UK Branch (the major portfolio of the Transferring Business) 

on pre- and post-Scheme bases, based on the UK Branch’s PRA Returns7 as at 31 December 2020, and 

Figure 2.2 below, shows the breakdown of the Transferring Business (after the Excluded Policies and the 

removal of the BIL Other Portfolio from the scope of the Scheme) by portfolio (as described in paragraph 

1.8 of the Report). Furthermore, given the age of the Transferring Business (i.e. in run-off for over 25 years), 

I believe there to be very limited potential, if any, exposure to, and beyond, the 2020 accident period (and 

hence the COVID-19 pandemic). 

 

3  Jahresrechnung 2020 are the audited annual financial statements for the twelve month period to 31 December 2020, and are based on the 

local accounting principles (OR – Swiss Code of Obligation). 

4  As per Figure 2.2, as at 31 December 2020, the Gross Outstanding Claims Reserves in respect of the Transferring Business were £16.1 million. 

In addition, BIL held a contingency reserve of £4.4 million in respect of the Transferring Business, bringing total gross claims reserves (including 

the contingency reserve) to £20.5 million.    

5  As at 31 December 2020, BIL held a ULAE (or claims handing) provision of £7.3 million (of which £3.0 million was earmarked for the UK Branch 

portfolio) for administering all of the BIL run-off portfolios, including the internal costs for run-off portfolios that are not included in the Scheme 

(in particular the medical malpractice run-off business in Germany).   

6  As at 31 December 2019, BIL booked gross claim reserves (including contingency reserves) in respect of the Transferring Business of CHF 

25.5 million (£19.9 million) together with a claims handling provision of CHF 9.4 million (£7.3 million) – see paragraph 4.5 of the Report.  

7  The PRA Returns for the UK Branch (of BIL) as at 31 December 2020 were prepared in accordance with the rules set out in the Rulebook for 

Non Solvency II firms made by the PRA under FSMA, and have been signed off by the auditors. I am informed by BIL that the gross claim 

reserves so reported are broadly consistent with those prepared in accordance with UK GAAP.  
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FIGURE 2.1 SIMPLIFIED BALANCE SHEETS FOR THE UK BRANCH (OF BIL) AS AT 31 DECEMBER 2020 (£ MILLION) 

  

FIGURE 2.2 PORTFOLIO BREAKDOWN OF THE TRANSFERRING BUSINESS  

 

Technical Provisions  

2.5 As at 31 December 2020, on the local Swiss accounting basis8, the gross outstanding claims reserves within 

BIL were CHF 2,358 million (together with annuity reserves of CHF 525 million and other technical reserves 

of CHF 40 million). In addition, as at 31 December 2020, BIL held a gross provision for unearned premiums 

of CHF 503 million. Therefore, overall gross technical provisions as at 31 December 2020 amounted to CHF 

3,425 million. The reinsurers’ share of technical provisions was CHF 176 million as at 31 December 2020. 

Therefore, as at 31 December 2020, the gross technical provisions (outstanding claims and UPR) within 

BIL, including those for the business reinsured under the LPTA, reduced by less than 1% relative to their 

levels as at 31 December 2019 (as per paragraph 4.4 of the Report). I observe that the claims provision has 

reduced by less than 1% relative to that as at 31 December 2019, and the UPR has increased by circa 3% 

relative to that as at 31 December 2019 (broadly in line with the increase in gross written premiums in 2020 

relative to those written in 2019). Furthermore, I note that the gross (and net) provisions (including those for 

the business reinsured under the LPTA) were calculated as at 31 December 2020 using the same 

methodology employed as at 31 December 2019 (other than that applied for COVID-19 losses as outlined 

in paragraph 2.6 below). As such, I have no reason to believe that there has been any material change over 

the period in the relative strength of the provisions, including that in respect to the provisions relating to the 

business reinsured under the LPTA.  

 

8   BIL uses a prudence principle under local Swiss accounting rules (and a best estimate approach under IFRS) for the valuation of insurance 

liabilities, i.e. Insurance provisions valued under local Swiss accounting rules also contain contingency reserves (over and above a best 

estimate). I also note that from a SST perspective such contingency reserves are viewed as equity and are thus part of the risk bearing capital 

(RBC).  

Transferring 

£m Business-out

Assets

Fixed Interest Securities (Bonds) 0.0 0.0 0.0

Reinsurance Recoveries on O/S claims 19.1 19.1 0.0

Debtors and Salvage 0.0 0.0 0.0

Deposits 0.0 0.0 0.0

Total Assets 19.1 19.1 0.0

Liabilities

Own Funds
*

0.0 0.0 0.0

Gross Technical Provisions** 19.1 19.1 0.0

Creditors 0.0 0.0 0.0

Total Liabilities 19.1 19.1 0.0

*
 Own Funds are the net admissible assets of the UK branch. 

**
 The Gross Technical Provisions are made up of £16.1 million for Gross O/S Claims Reserves plus £3.0 million for ULAE.  

Pre-Scheme Post-Scheme

Portfolio
Estimated Policy 

Count

Gross O/S Claims 

Reserves (£m) as 

at 31/12/20**

UK Branch* 15,772 16.1

BIL Other UK 222 0.0

Transferring Business 15,994 16.1
*
 The Policy Count for the UK Branch is after the deduction of 10 policies due to the   

  sanctions operating against the Ministry of Defence of the Islamic Republic of Iran. 

**
 The  Gross O/S Claims Reserves exclude contingency reserves and ULAE.  
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2.6 As at 31 December 2020, the impact of COVID-19 losses on BIL has arisen primarily from business 

interruption claims9. In order to estimate the initial total COVID-19 loss, BIL conducted a detailed analysis 

at a policy level, using the key assumption of a two-month business interruption period (the maximum period 

covered for over 75% of the affected contracts). I am told that, since that initial analysis, BIL’s claims 

handling specialists have analysed the profitability over the last two to three years for each claimant in order 

to estimate the actual loss, and, as a result, the expected total loss amount has been reduced slightly from 

the initial estimate. I note that BIL’s claim liabilities arising from the COVID-19 pandemic are of a short-tail 

nature (i.e. in the main business interruption losses) with the majority of the estimated gross liability deemed 

by BIL to have been paid by the end-2020; and that the overall BIL business (excluding the impact of the 

COVID-19 pandemic) has shown a favourable gross loss development result during 2020. Taken together, 

these two separate claim movements support the slight reduction in BIL’s gross claims provision as at 31 

December 2020 relative to that as at 31 December 2019. 

2.7 There remains significant uncertainty as to the future course of the COVID-19 pandemic and its impact on 

(re)insurance claims. Nonetheless, I am of the view that the approach taken by BIL to estimate the ultimate 

impact of COVID-19 losses, as outlined in paragraph 2.6 above, was reasonable, and that the provisions 

for COVID-19 losses so calculated appear satisfactory.  

Investments  

2.8 As at 31 December 2020, on the local Swiss accounting basis, BIL held investment assets10 valued at 

approximately CHF 4.1 billion of which: CHF 1.1 billion was held in fixed interest securities (bonds); CHF 

0.6 billion in property; CHF 0.9 billion in loans and mortgages; CHF 0.4 billion in equities; and CHF 1.1 billion 

in other investments (of which CHF 0.8 billion are investment funds reallocated from bonds over 2020). 

Therefore, as at 31 December 2020, the value of BIL’s investment assets were reduced by circa 5% relative 

to their levels as at 31 December 2019 (as per paragraph 4.11 of the Report). I note, however, that BIL’s 

total assets as at 31 December 2020 reduced in value by less than 1% relative to their levels as at 31 

December 2019, because of the relatively higher proportions of cash and expected reinsurance recoveries 

(as at 31 December 2020).  

Capital Position  

2.9 The main changes in the BIL balance sheet (prepared on the local Swiss accounting basis) between 31 

December 2019 and 31 December 2020 were: (1) a decrease in net technical provisions of CHF 47 million 

(i.e. a reduction of circa 1%, reflecting, in the main, proportionately higher estimated reinsurance 

recoveries); (2) a reduction of CHF 84 million in investments and cash (as a result of increased market 

volatility arising from the COVID-19 pandemic); (3) changes in the amounts of other assets and other 

liabilities (notably debtors and creditors respectively) resulting in a small reduction in net other liabilities of 

CHF 8 million; and (4) the amount of BIL’s net assets (of CHF 815 million, post an accrued dividend of CHF 

200 million, as at 31 December 2019, as per paragraph 4.6 of the Report) thus reducing by CHF 29 million 

to CHF 786 million (allowing for an accrued dividend11 of CHF 200 million).  

 

9      As at year-end 2020, over 90% of the gross incurred losses arising from COVID-19 related to business interruption claims. 
10     Based on BIL’s Annual Financial Statements as at 31 December 2020 (Jahresrechnung 2020). 
11     In practice, the actual dividend paid by BIL in relation to 2020 post-tax profits was CHF 220 million (i.e. CHF 20 million greater than the 

accrued amount in BIL’s Annual Financial Statements as at 31 December 2020). 
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2.10 As I explained in the Report, BIL uses the standard model12 to calculate its target capital (TC) under the 

SST for statutory reporting purposes (and also for ORSA purposes, on a one-year basis). I was satisfied 

with the way that the TC for BIL was calculated as at 31 December 2019, as well as the calculation of the 

available risk-bearing capital (RBC). I note that while BIL has continued to use SST standard model to 

calculate its TC as at 31 December 2020, it has also made use of a new credit risk module13 (as provided 

by FINMA). The new credit risk module simulates rating migrations and defaults on a counterparty basis, 

and as such, well diversified portfolios (such as held by BIL) lead to lower credit risk charges compared to 

those generated from the previous credit risk module (based on Basel III) as used in the SST standard 

model.  

2.11 BIL’s SST assessment, as at 31 December 2019, indicated a Capital Cover Ratio (CCR14) of 270% (on a 

one-year basis), i.e. BIL was characterised as being a very well-capitalised company. The effect of market 

volatility impacting credit spreads and equity values over 2020, together with the deduction of the declared 

dividend for 2020 (less the operating profits for 2020, which include the expected impact of COVID-19 as 

per paragraph 2.6 above) has been to reduce BIL’s RBC by circa CHF 100 million as at 31 December 2020 

relative to that as at 31 December 2019. However, BIL’s TC calculated as at 31 December 2020 has also 

reduced (by circa CHF 70 million) relative to that as at 31 December 2019, primarily because of a lower 

credit risk charge and the effects of diversification (see paragraph 2.10 above). Taken together, the 

reductions in BIL’s RBC and TC produce a CCR (on a one-year basis) for BIL that has increased by 12 

percentage points (relative to that as at 31 December 2019) to 282%. As such, BIL would continue to be 

characterised as a very well-capitalised company (as at 31 December 2020). 

2.12 An ORSA (dated 31 August 2020) has been produced for BIL, which identifies that: 

 the risk profile is driven by market risk (where equity, exchange rate and spread risks are dominant), 

credit risk and insurance risks;  

 the SST ratio of 270% (as at 31 December 2019) has declined over the nine months to 30 September 

2020, due to the impact of COVID-19 (as discussed in paragraph 2.11 above) I note that the reduction 

in the SST ratio as at 30 September 2020 (relative to that as at 31 December 2019) does not contain 

the effect of the new credit risk module used as at 31 December 2020 (2.11 see paragraph above); 

 under the Forward Looking Solvency Perspective, BIL is projected to be suitably capitalised to meets its 

internal and regulatory requirements under the stress scenarios considered. Even allowing for market 

volatility at the levels seen immediately prior to 31 March 2020, BIL is projected to remain fully able to 

carry out its strategic objectives under all stress scenarios; and  

 the most significant risks are: market competition, external events (in particular, earthquakes and 

pandemics), business developments, customer service, and the implementation of legal and regulatory 

requirements. 

2.13 I have undertaken a high-level review of the BIL ORSA and am satisfied that it properly addresses the 

requirements of FINMA, and that it presents to BIL management a proper understanding of BIL’s risks and 

its solvency requirements. 

  

 

12   I note that BIL has delivered a document to FINMA that provides detail on the methodology used and assumptions made in the standard model 

to calculate the SST figures as at 30 June 2020, including the adjustments relative to those utilised as at year-end 2019. In particular, the 

volatility assumptions for market risk and the approach to estimating credit risk has been updated. Furthermore, BIL has delivered a document 

to FINMA which provides SST figures as at 30 September 2020.   

13   The new credit risk module has been provided by FINMA to form part of the SST standard model, and companies (such as BIL) could use it 

for SST calculations as at 31 December 2020 on an opt-in basis (without the need for FINMA approval). However, the module becomes 

mandatory for SST calculations from 31 December 2021. The new credit risk module is simulation based, and includes a correlation matrix 

provided by FINMA to aggregate the simulated losses due to counterparty defaults and rating migrations, with losses from market and insurance 

risks. As such, there is now a diversification effect between credit risk and market and insurance risks, which was not previously part of the 

SST standard model. 

14    The capital cover ratio calculation is adjusted under the SST to: (A-MVM) / (B-MVM) where A is Own Funds, B is Required Capital, and MVM 

is the Market Value Margin (each as defined in Appendix A of the Report). I note that the numerator of the above SST ratio is  similar in concept 

to Own Funds under Solvency II. As at 30 September 2020, the MVM for BIL was circa CHF 150 million.  
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2.14 I have also reviewed the official Annual Results for BIL as at 31 December 2020 (based on the local Swiss 

accounting basis). These show: 

 Gross premiums written during 2020 were CHF 1,464 million (an increase of around 1% on the 

corresponding 2019 premiums), representing over a third of the Baloise Group’s total gross premiums 

written for 2020; and  

 Earnings (including interest and after tax) for 2020 were CHF 171 million (a 33% decline relative to 

corresponding earnings for 2019). The fall in the level of earnings for 2020 (relative to 2019) is due in 

the main to higher claims arising primarily from the COVID-19 pandemic and the impairment to equities. 

2.15 I note that BIL’s earnings (including interest and after tax) showed a positive result for 2020, notwithstanding 

the impact of COVID-19 claims and the impairment to equities. As such, the net assets (or Own Capital) of 

BIL as at 31 December 2020 (pre any dividend accrual) have increased relative to the position as at 31 

December 2019 (when valued on the same accounting basis). I note that the accrued dividend as at 31 

December 2020 was CHF 200 million (relative to earnings of CHF 171 million), thereby requiring a transfer 

from free reserves of CHF 29 million, which is consistent with item (4) in paragraph 2.9 above. 

2.16 My observation on BIL’s earnings (including interest and after tax and dividends) during 2020 (as per 

paragraph 2.15 above), indicate that BIL’s capital as at 31 December 2020 would be lower than that as at 

31 December 2019, which is consistent (in direction) with the RBC position as described in paragraph 2.11 

above.      

COVID-19 

2.17 As outlined above, COVID-19 has led to an increase in BIL’s equity risk and related regulatory requirements 

risk, as well as an increase in insurance risk and outsourcing risk. Nonetheless, as identified in its ORSA, 

BIL is projected to remain fully able to carry out its strategic objectives going forward, notwithstanding the 

current and potential impact of the COVID-19 pandemic. I also note that, from an operational perspective, 

BIL continues to be able to operate remotely with no noticeable drop in service level.  

Brexit 

2.18 I note (as per paragraph 4.32 of the Report) that, since BIL is an insurer based in Switzerland (which is 

neither an EU nor EEA member) operating a (third country) UK branch, it is not directly impacted by Brexit. 

I further note that, on 9 November 2020, HM Treasury announced that EEA states would be treated as UK 

equivalent for the purposes of a number of different areas of regulation in respect of financial services 

following the end of the Transition Period (on 31 December 2020). For the reasoning given at the outset of 

this paragraph, the aforesaid announcement does not impact BIL. 

BOTHNIA 

2.19 While Bothnia’s business objective is seeking acquisition opportunities of legacy business with the aim of 

performing a value-creating15 viable run-off of the acquired businesses, at the date of this Supplemental 

Report, I understand that there are no further transactions to those set out in Figure 4.1 of the Report. As 

such, Bothnia’s risk profile, and its approaches to managing those risks, remain as described in the Report. 

2.20 Nonetheless, post-Scheme, it is possible that Bothnia will acquire further portfolios of legacy business. I 

note that such acquisitions (portfolio transfers) would be subject to regulatory approval (by FIN-FSA and the 

home regulator of the transferring portfolio) and policyholders of Bothnia would be notified of the transfers 

in line with the applicable regulatory approval process. Furthermore, if the transfer were subject to Part VII 

of FSMA, consideration and approval by the Court would also be required. As such, I do not consider such 

acquisitions (portfolio transfers) further in this Supplemental Report, as the relevant regulators, and 

potentially the Court, would consider the impact of each such proposed transfer in the future, including 

whether the transfer would have a materially adverse impact on the then current policyholders of Bothnia, 

which, assuming the Scheme is approved, would include the Transferring Policyholders.  

 

15   Value-creation – favourable reserve movements (or releases in reserves held). 
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2.21 I have been told that there have been no changes in Bothnia’s 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. As such, the risk profile of Bothnia is essentially unchanged from that described in 

the Report (while noting that, as of 30 September 2020, all existing 100% cessions by Bothnia to LLSE 

under the IGRA operate on a collateralised basis, as outlined in paragraph 2.25 below).  

2.22 Figure 2.3 below, which corresponds to Figure 5.5 of the Report, shows simplified balance sheets for 

Bothnia on pre- and post-Scheme bases, based on Bothnia’s financial statements as at 31 December 2020, 

which have been prepared in accordance with Finnish GAAP.  

FIGURE 2.3 SIMPLIFIED BALANCE SHEETS FOR BOTHNIA AS AT 31 DECEMBER 2020 (£ MILLION) 

  

Investments 

2.23 As at 31 December 2020, based on its financial statements as at 31 December 2020,  Bothnia held €153.0 

million of financial investments split between: debt securities (€127.4 million) including government bonds, 

corporate bonds, and other debt instruments; term deposits (€16.3 million); and deposits with ceding 

undertakings (€9.3 million). Therefore, as at 31 December 2020, Bothnia’s financial investments reduced in 

value by circa 13% relative to their levels as at 31 December 2019 (as per paragraph 4.50 of the Report), 

reflecting the run-off of the (net) portfolio.   

Reinsurance 

2.24 As described in the Report (see paragraphs 4.51 and 4.52 therein) the outward reinsurance programme 

applying to Bothnia’s 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 100% cessions of certain parts of Bothnia’s portfolio of gross liabilities to LLSE (i.e. the IGRA into 

which Bothnia originally entered in August 2018).   

2.25 As per paragraph 4.52 of the Report, as at 31 December 2019, the remaining non-collateralised premium 

in relation to the IGRA equated to 27% of the best estimate claim reserves, including IBNR. I note that the 

Compre Group collateralised this premium (on 30 September 2020) in line with the existing arrangements. 

As such, all existing 100% cessions by Bothnia to LLSE under the IGRA operate on a collateralised basis 

(set at a minimum of level of the undiscounted best estimate claim reserves, including IBNR).  

Transferring 

£m Business-in
*

Assets

Bonds 113.8 7.3 121.0

Cash and cash equivalents 20.6 0.0 20.6

Loans and mortgages 19.6 0.0 19.6

Deposits with Cedants 8.3 0.0 8.3

Reinsurance Recoveries on O/S claims 111.7 0.0 111.7

(Re)insurance Receivables 22.0 (7.3) 14.7

Other Assets 0.9 0.0 0.9

Total Assets 296.8 0.0 296.8

Liabilities

Own Funds 37.5 0.0 37.5

Gross O/S Claims Reserves** 202.5 0.0 202.5

Equalisation Reserve 7.8 0.0 7.8

(Re)insurance Payables 26.3 0.0 26.3

Subordinated Debt 21.4 0.0 21.4

Other Liabilities 1.3 0.0 1.3

Total Liabilities 296.8 0.0 296.8

*
 The entries represent the LPTA premium withheld ($10m) pre-Scheme moving from Reinsurance Receivables to Bonds on  

  the implementation of the Scheme. 
**

 The entries for the gross O/S Claims Reserves have been prepared according to local Finnish GAAP (which is broadly  

   consistent with UK GAAP).  

Post-SchemePre-Scheme
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Technical Provisions  

2.26 As at 31 December 2020, based on its financial statements as at 31 December 2020, Bothnia held total 

provisions, gross of reinsurance, in respect of outstanding claims (including IBNR) and ULAE totalling 

€226.8 million (together with an equalisation provision of €8.8 million), with reinsurers' share of these 

provisions booked at €125.1 million, giving rise to Bothnia’s held net claims provision as at 31 December 

2020 of €101.7 million. Thus, the total of the claims provision, gross of reinsurance, held as at 31 December 

2020 in respect of outstanding claims (including IBNR) and ULAE has reduced (by circa €25 million) relative 

to that as at 31 December 2019 (as per paragraph 4.47 of the Report), driven by claim payments and 

exchange rate movements, offset in part by the gross reserves added from Project Antwerp16 (effective on 

and from 30 April 2020) and some reserve strengthening (on Bothnia’s Professional Indemnity business) in 

the twelve-month period (further augmented as at 31 March 2021). At a net level, held provisions have 

reduced by circa €15 million as a result of paid claims and exchange rate movements in the twelve-month 

period to 31 December 2020 (Project Antwerp has a net zero contribution as it is 100% reinsured under the 

IGRA to LLSE, and the impact of the reserve strengthening at a gross level is also fully reinsured under the 

IGRA). I note that the technical provisions (including those for the business reinsured under the LPTA) were 

estimated as at 31 December 202017 based largely on a roll-forward of the estimated reserves as at 30 

September 2020 (themselves based largely on a full reserve review using the same methodology18 as at 

31 December 2019). I have no reason to believe that there has been any change over the period in the 

relative strength of the provisions. The reinsurers’ share of the gross provisions has increased over the 

period, primarily because of the 100% cession of the Project Antwerp business. 

2.27 In respect of the business wholly reinsured by Bothnia under the LPTA the total claims paid by Bothnia to 

BIL in the twelve-month period were, as per the LPTA, equivalent to the gross claims paid by BIL as stated 

in paragraph 2.3 above). As at 31 December 2020, Bothnia’s central best estimate (CBE) reserves for the 

business reinsured under the LPTA (determined as part of Bothnia’s quarterly reserve review) has reduced 

(gross and net) by circa €2.3 million when compared to the corresponding end-2019 amount (due to a 

combination of paid claims, exchange rate movements and favourable claim development over the twelve-

month period to 31 December 2020).     

Capital Position 

2.28 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 2019, as well as the calculation of Eligible Own Funds 

2.29 Bothnia’s Solvency II assessment as at 31 December 2019, which includes allowance for all transactions 

involving, and investments into, Bothnia up to the 2019 year-end, indicated a CCR of 156%, i.e. Bothnia 

was characterised as a well-capitalised company (as at 31 December 2019).  

2.30 I have been provided with Bothnia’s Solvency II assessment as at 31 December 2020, as prepared by the 

Compre Group actuaries (that includes the impact of the COVID-19 pandemic, to said date, on claims, 

interest rates, currencies and investments), which shows a CCR of 171%19 (i.e. 15 percentage points higher 

than the CCR as at year-end 2019) and, as such, Bothnia would continue to be characterised as a well-

capitalised company (as at 31 December 2020).  

 

16   On 30 April 2020, Bothnia completed one portfolio acquisition in relation to AG Insurance SA (i.e. Project Antwerp) as per the Report (see 

Figure 4.1 therein). Bothnia ceded 100% of the acquired portfolio via the IGRA to LLSE with a premium payable to LLSE of €18.5 million. This 

acquisition is fully reflected in Bothnia’s 31 December 2020 reserving and Solvency II reports (with exposure modelled on a non-ring-fenced 

fund basis).   

17   The valuation as at 31 December 2020 referred to in paragraph 2.19 above is part of the four quarterly reserving exercises undertaken by 

Bothnia over each calendar year.   

18   I note that the recent report by the AWP on emerging UK asbestos claims (based on data as at December 2018) shows a favourable trend for 

each of the key modelling assumptions (average cost per claim, number of deaths, and propensity to make a claim) since the 2009 study, 

which suggests that estimates of the industry’s ultimate cost in respect of such claims could be adjusted downwards. Bothnia may therefore 

wish to reflect this experience in respect of its UK asbestos liabilities going forward.      

19   I note that the CCR for Bothnia as at 31 March 2021 estimated by the Compre Group actuaries was 179%, as per the Bothnia Solvency II 

report at 31 March 2021.   
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2.31 I also note, as per paragraph 6.109 of the Report, that the Compre Group completed a capital raising 

exercise over the first half of 2020, adding circa £23 million of ordinary equity (held at Cambridge Holdco20 

level).    

COVID-19 

2.32 Bothnia is not materially exposed to COVID-19 related losses as the portfolios it has acquired/assumed 

(including the Transferring Business) are all in run-off with limited (if any) amounts of exposure to accident 

periods 2020 and beyond. Furthermore, the assets backing Bothnia’s liabilities are invested according to 

the Compre Group’s investment guidelines, which target an asset split of 90% bonds and 10% cash, with 

the bonds so held being of short/medium-term duration with good (i.e. on average an S&P ‘A’ rating) credit 

quality. As such, Bothnia’s asset mix is expected to be suitably resilient to any market volatility associated 

with the second (and further) wave(s) of the COVID-19 pandemic. I note, however, that, in the event of 

major adverse market movements, Bothnia, like all (re)insurers, will likely experience severe falls in asset 

values. I further note that Bothnia’s business plans will be impacted by the level of future activity in relation 

to the availability (for acquisition) of run-off (legacy) portfolios following the economic impacts of COVID-19. 

While such activity may have fallen initially, it is expected to increase as companies review strategies and 

strengthen capital through consolidation. Finally, I note from an operational perspective that Bothnia 

continues to be able to operate remotely with no noticeable drop in service levels.     

Brexit 

2.33 Bothnia (and LLSE) have each applied to enter the TPR and both companies intend to establish a (third 

country) UK branch. I am informed by the Compre Group that the PRA was notified of this on 19 June 2020, 

and that the likely timeframe for submission of the branch applications for Bothnia (and LLSE) will be in the 

first quarter of 2022. As noted in the Report (see paragraph 4.71 therein), all Transferring Policies will be 

moving under the Scheme to Bothnia's head office in Finland, and the creation of Bothnia’s UK branch will 

take place after the implementation of the Scheme. As such, Bothnia will continue to operate in the UK, for 

up to three years following the end of the Transition Period, as a cross-border service provider. I also note 

that the HM Treasury announcement (as per paragraph 2.18 above) does not apply to Bothnia (or LLSE) 

because both are non-UK entities. 

2.34 I note that on the Effective Date (expected to be 2 July 2021) there would be no automatic recognition of 

the Scheme under Solvency II, as that legislation has fallen away following the expiry of the transitional 

provision (on 31 December 2020). Nonetheless, I have seen the advice from the lawyers retained by Bothnia 

(in relation to the Scheme) that states it is likely that the Scheme would be recognised by virtue of paragraph 

22 of the EIOPA guidelines21 relating to Brexit. I am not a legal expert and cannot comment on the detail of 

the advice provided but, based on the arguments put forward, the conclusions and the opinion appear to 

me to be reasonable. Because the legal advice has been provided by a reputable firm with suitable 

experience, because the advice provided appears to me to be well presented and has not raised any 

questions or concerns, I have decided that there is no need for me to seek further legal advice on the matter 

from lawyers otherwise unconnected with the proposed Scheme.  

LLSE 

2.35 LLSE continues to pursue opportunities to acquire/reinsure legacy portfolios. At the date of this 

Supplemental Report, I note that two recent transactions have been undertaken (the first of which was 

known and commented upon in the Report) as follows:  

 In July 2020, the Compre Group announced that it had wholly reinsured a legacy portfolio from QBE UK 

Limited (known within the Compre Group as Project Acorn22) via a loss portfolio transfer (on a 

collateralised basis), ceded 100% to LLSE, effective on and from 1 November 2019. The ceded portfolio 

is a relatively small block of UK Employers’ Liability and UK Motor business written between 2012 and 

2015 in relation to British Steel exposures (reserves as at 31 December 2020 were estimated by the 

Compre Group actuaries to be €0.3 million); 

 

20   As per paragraph 4.41 of the Report, Bothnia is a wholly owned subsidiary of CHL, itself a wholly owned subsidiary of Cambridge Holdco 

(based in Malta).  

21   EIOPA-BoS-19/040, dated 19 February 2019  

22   The aggregate limit on the Project Acorn reinsurance (assumed by LLSE) is £2.9 million.   
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 On 28 September 2020, the Compre Group wholly reinsured a legacy portfolio from a 3rd party US 

cedant (known within the Compre Group as Project Soho23) via a loss portfolio transfer, effective on 

and from 1 January 2020, ceded 100% to its Class 3A Bermudian reinsurer – Pallas Reinsurance 

Company Ltd (Pallas Re). The ceded portfolio is composed of New York habitational insurance24 written 

since August 2018 (the Portfolio) with estimated reserves (including ULAE) of circa $72 million (on 

signing) and this has reduced to circa $62 million as at 31 December 2020 (as estimated by the Compre 

Group actuaries) of which 80% is retroceded to LLSE. 

2.36 The above additional portfolios reinsured by LLSE do not directly affect Bothnia’s risk profile or its 

approaches to managing those risks, which remain as described in the Report. They do, however, indirectly 

impact Bothnia since LLSE is the major (intra-group) reinsurer of Bothnia. 

2.37 As a result of the completed inwards reinsurance deals, as per paragraph 2.35 above, and the completion 

of Project Antwerp (see paragraph 2.26 above), the scale of LLSE’s (gross and net) inwards reinsurance 

liabilities has increased significantly since I prepared the Report, i.e. the held technical provisions (excluding 

ULAE) have increased from €129 million as at 31 December 2019 to €158 million as at 31 December 2020 

(or by over 20%, notwithstanding paid claims of €30 million and favourable exchange rate movements of 

€11 million in the twelve-month period). I therefore need to be content that the basis for establishing claims 

provisions and the determination of capital requirements for LLSE is coherent with that presumed in the 

Report.  

2.38 In order to satisfy myself of the above, I have reviewed (at a high-level) the technical provisions estimated 

by the Compre Group actuaries as at 31 December 2020, and in particular those in relation to Projects 

Antwerp, Acorn and Soho. I believe that this is sufficient for my purposes because: 

 The LLSE book of business as at 31 December 2019 was wholly sourced from Bothnia through the 

IGRA (as per paragraph 6.119 of the Report). As such, the (gross and net) reserves as at 31 December 

2020 for this business have been estimated by the Compre Group actuaries using the same 

methodology and assumptions as employed for the corresponding gross reserves within Bothnia. As 

noted in paragraph 2.26 above, I have no reason to believe that there has been any change over the 

twelve-month period (to 31 December 2020) in the relative strength of Bothnia’s provisions, and hence 

also in LLSE’s provisions established for the business (as at 31 December 2019) remaining in-force as 

at 31 December 2020;  

 Project Antwerp involves the assumption by LLSE (via the IGRA) of 100% of a block of legacy business 

acquired by Bothnia (via a portfolio transfer), which is comprised mainly of US APH liabilities 

(representing around 85% of the estimated reserves as at 31 December 2020). I note that the Compre 

Group actuaries have not undertaken a full reserving exercise (as at 31 December 2020) in relation to 

these liabilities due to the ongoing migration and cleansing of data within their systems. As such, the 

reserves as at 31 December 2020 have been estimated on a roll-forward basis to be €12.3 million, i.e. 

the reserves estimated by the Compre Group actuaries as at 30 June 2020 have simply been adjusted 

for paid claims and exchange rate movements (over the six-month period to 31 December 2020), 

resulting in a reduction in reserves of circa €1 million. I have benchmarked the level of the estimated 

claims reserves by comparing the IBNR reserve amount as a percentage of the current outstanding 

claim amount, and the resulting PSR. I am satisfied that the results as at 31 December 2020 appear 

reasonable; 

 Project Acorn involves the assumption by LLSE of a relatively small block of business (as outlined in 

paragraph 2.35 above). As such, even if the reserves on this business (estimated as at 31 December 

2020) were to increase by a factor of (say) four, they would not materially adversely impact the financial 

status of LLSE; and  

 

23   The aggregate limit on the Project Soho reinsurance (assumed by Pallas Re) is $145.4 million.  

24   New York habitational insurance provides comprehensive coverage for the owners of all types of commercial residential properties, such as 

apartment buildings, condominiums, and multi-unit dwellings in the New York area. Typically, policies include coverage for property, general 

liability and excess, and environmental-impairment liability.  
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 Project Soho involves the assumption by LLSE of 80% of the Portfolio (also as outlined in paragraph 

2.35 above). The Compre Group actuaries' analyses were carried out using standard actuarial methods, 

including the Chain Ladder and B/F methods, applied predominantly to the incurred data (given the 

immaturity of the Portfolio) to analyse the property and liability segments25 separately. Some actuarial 

judgement has been applied to select the final projection method (or combination of methods) including, 

where considered appropriate, the use of benchmark development patterns. I have investigated the 

methodologies and major assumptions used to set the reserves for LLSE's property and liability portfolio 

of liabilities (in relation to Project Soho), and benchmarked the level of the estimated claims reserves by 

comparing the IBNR reserve amount as a percentage of the current outstanding claim amount, and the 

resulting PSR. I am satisfied that the results as at 31 December 2020 appear reasonable.   

In addition, the current and potential impact of the COVID-19 pandemic26 on the Portfolio has been 

assessed by the Compre Group actuaries and no material claim liabilities are expected.    

2.39 Based on my high-level review of the reserves as at 31 December 2020, as estimated by the Compre Group 

actuaries, I am satisfied that the results (including the limited impact of the COVID-19 pandemic) appear 

reasonable.   

2.40 I note that the risk profile of LLSE has changed, becoming more diversified, since I issued the Report (i.e. 

pre-Project Soho) as a result of the retrocession of New York habitational insurance exposures. In particular, 

the LLSE account now consists of four (post-Project Soho) rather than three (pre-Project Soho) main blocks 

of business (measured in proportion to estimated gross claim reserves as at 31 December 2020), as follows: 

US APH exposures (42%); Professional Indemnity exposures (26%); New York habitational insurance 

exposures (29%); and the Balance-of-the-Account (3%). 

2.41 I further note that the capital calculations for LLSE have been based on a Standard Formula (SF) approach, 

but with the 80% retrocession of the Portfolio treated as a Ring-Fenced-Fund27 (RFF) within LLSE. I also 

observe that the liabilities (80% of the Portfolio) retroceded to LLSE are inherently less volatile (shorter 

mean-term) than LLSE’s existing liabilities (predominantly US APH and Professional Indemnity exposures) 

and that the SF approach does not allow for any diversification with LLSE’s pre-Soho book of business, as 

they too are allocated to the Solvency II “General Liability” line of business. Furthermore, when applied to 

the (80% cession of the) Portfolio in isolation, the SF is likely to be reasonably representative of the risk 

profile for this category of (property and/or general liability) claim. Therefore, considering the risk profile of 

LLSE overall, the addition of the 80% retrocession of the Portfolio will not, in my opinion, adversely impact 

the appropriateness of the SF for regulatory capital purposes, and, given its RFF treatment, it is likely to 

contribute in a conservative manner to the level of regulatory capital for LLSE. I am therefore satisfied that 

the SF capital calculations for LLSE (post-Project Soho) appear reasonable, and are unlikely to 

underestimate the level of regulatory capital of LLSE.  

2.42 To support LLSE’s business expansion, additional Tier 1 capital of €8.5 million was contributed on 30 

September 2020. Furthermore, LLSE received approval from the Maltese tax authorities on 20 September 

2020 for the removal of the excess tax liability of circa €6.5 million for the financial year ending 31 December 

2019. Together, these movements on LLSE’s balance sheet have increased eligible own funds (on a 

Solvency II basis) by circa €15 million. 

 

25   I note that pre-assumption due-diligence of the Portfolio was performed by the Compre Group working alongside external consultants. As part 

of that work, the property segment was found to be very short-tailed and typically fully incurred within a few months of reporting, while the 

general liability segment was longer tailed (with a mean term of 2 – 3 years).  

26   At the date of the Supplemental Report, the Portfolio has received several (circa 100) COVID-19 claim notifications from the first wave, all of 

which have been rejected, because they are not the result of physical damage. Further claims arising from the COVID-19 pandemic arising 

from the second (and later) wave(s) are not anticipated to be material, because the Portfolio is in run-off with rapidly decreasing unexpired 

exposures, coupled with risks that relate solely to physical damage arising on the policyholders’ (owners’) premises, i.e. property losses and/or 

general liability losses (arising from physical injury, e.g. slips, falls, etc.). There is also business interruption protection as part of the cover 

provided; however, this too applies to physical damage only.  

27   Under Solvency II, a RFF has identified Own Funds together with a notional SCR. The SCR for an entity as a whole is the SCR for the non-

RFF segment(s) plus each separately calculated SCR for the RFF segment(s). In addition, restrictions apply within the SF calculation whereby 

any surplus assets over and above the notional SCR for each separate RFF segment must not be included within the Own Funds for the entity 

as a whole, as such assets are required to solely meet the liabilities in respect of the RFF segment they are associated with.   
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2.43 I have been provided with LLSE’s Solvency II assessment as at 31 December 2020 as prepared by the 

Compre Group actuaries (that includes: the impact of COVID-19 to said date on interest rates, currencies 

and investments; the 80% retrocession of the Project Soho business into LLSE; and the above contribution 

to LLSE’s eligible own funds of circa €15 million), which shows Own Funds of €85.5 million, an SCR of 

€57.4 million and hence a CCR of 149%28. I note that LLSE’s Solvency II capital position as at 31 December 

2019 showed a CCR of 132%, and, as such, LLSE’s Solvency II capital position has improved by 17 

percentage points over 2020, and LLSE would be classified as a more than sufficiently capitalised (close to 

the boundary of a well-capitalised) company (as at 31 December 2020). 

2.44 I am of the view that the likelihood of LLSE defaulting on its obligations to Bothnia, which appears remote 

as per paragraph 2.47 below, is not materially altered as result of the new portfolios assumed over 2020 

(allowing for the increase in eligible own funds as per paragraph 2.42 above).     

2.45 In the Report, I examined the resilience of LLSE’s Solvency II balance sheet to, in effect, two separate key 

reverse stress tests29, i.e. reserve inadequacy and a fall in investment (bond) values. For this Supplemental 

Report, I have repeated the reverse stress tests, but applied them to LLSE’s balance sheet as at 31 

December 2020, as prepared by the Compre Group actuaries. 

2.46 The results of my two reverse stress tests showed that LLSE would have to incur the effects of: a circa 50% 

reserve inadequacy on all claims; or a circa 33% fall in investment (bond) values (i.e. separate stress 

scenarios that fall outside the normal course of business), in each case assessed to occur as at 31 

December 2020,  

2.47 The results of each reverse stress scenario as outlined in paragraph 2.46 above, show that LLSE's solvency 

(i.e. assets being greater than liabilities) is only projected to be threatened (as at 31 December 2020) in 

stress scenarios that fall outside the normal course of business. Accordingly, the likelihood of LLSE not 

remaining solvent and thus not being able to meet its reinsurance obligations to Bothnia in full (pre- and 

post-Scheme) continue to appear remote.  

2.48 I therefore continue to be of the view that the excess assets of LLSE, together with Bothnia's management 

and mitigation of its counterparty exposure to LLSE (as described in paragraph 6.123 of the Report), provide 

a satisfactory level of security in respect of LLSE's reinsurance of Bothnia with regard to the Transferring 

Business. 

  

 

28   I note that the CCR for LLSE as at 31 March 2021 estimated by the Compre Group actuaries was 146% (allowing for two late executed financial 

transactions directly impacting LLSE).   

29   Reverse stress tests are tests designed to produce a constructive failure of the entity being examined.  
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3. CHANGES IN THE IMPACT OF THE SCHEME ON THE 

TRANSFERRING POLICYHOLDERS   

EFFECT OF THE SCHEME ON THE BALANCE SHEETS OF BIL AND BOTHNIA  

3.1 I have reviewed the balance sheets of BIL and Bothnia as at 31 December 2020, and observe that: 

 The main changes in the BIL balance sheet (prepared on a Swiss accounting basis) between 31 

December 2019 and 31 December 2020 are as described in paragraph 2.9 above. Notwithstanding 

these changes, due to the operation of the LPTA, the economic impact of the Scheme is essentially 

already part of BIL’s balance sheet (on a net of reinsurance basis). As such, the pro-forma post-Scheme 

balance sheet as at 31 December 2020 would, in essence, continue to be unaffected by the Scheme; 

and 

 The absolute size of the total assets and liabilities on the Bothnia balance sheet as at 31 December 

2020 have each reduced by circa 25% from that as at 31 December 2019 as a result of the run-off of 

the business and the whole account reinsurance to LLSE of the Project Antwerp portfolio. Nonetheless, 

again due to the operation of the LPTA, the economic impact of the Scheme is essentially already part 

of Bothnia’s balance sheet. As such, the pro-forma post-Scheme balance sheet as at 31 December 

2020 would in essence (as per that shown as at 31 December 2019 in Table 5.4 of the Report) continue 

to be unaffected by the Scheme.  

RESERVE STRENGTH (PRE AND POST SCHEME) 

BIL 

3.2 As noted in paragraph 6.6 of the Report and as explained in the preceding paragraphs in the Report, I 

concluded that, as at 31 December 2019, BIL’s reserves were calculated in line with normal market practice. 

As explained in paragraph 2.5 above, I have no reason to think that there has been any material change 

since then in the relative strength of BIL’s reserves or that the reserve strength of BIL would be impacted 

by the Scheme. 

Business Reinsured under the LPTA (and the Transferring Business) 

3.3 As noted in paragraph 6.16 of the Report and as explained in the preceding paragraphs in the Report, I 

concluded that, as at 31 December 2019, the claims reserves for the business reinsured under the LPTA 

as booked by BIL appeared reasonable. As explained in paragraphs 2.5 – 2.7 inclusive above, I have no 

reason to believe that there has been any change since then in the relative strength of the gross reserves 

applicable to the business reinsured under the LPTA (with the net reserves set to zero due to the operation 

of the LPTA) or that the reserve strength in relation to the applicable business reinsured under the LPTA 

would be impacted by the Scheme. 

Bothnia 

3.4 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 2019, Bothnia’s reserves (including those for the business assumed via 

the LPTA) 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 paragraphs 2.26 and 2.27 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 BIL AND BOTHNIA  

BIL 

3.5 As noted in paragraph 6.74 of the Report and as explained in the preceding paragraphs in the Report, I 

concluded that, as at 31 December 2019, the policyholders of BIL, including those who will transfer under 

the proposed Scheme, benefited from the financial strength provided by a very well-capitalised company. 

As explained in paragraph 2.11 above, as at 31 December 2020, BIL would continue to be considered to 

be a very well-capitalised company (at a higher CCR relative to that as at 31 December 2019).  
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Bothnia 

3.6 As noted in paragraph 6.128 of the Report and as explained in the preceding paragraphs in the Report, I 

concluded that, as at 31 December 2019, the current policyholders of Bothnia benefited from the financial 

strength provided by a well-capitalised company.  

3.7 As noted in paragraph 2.30 above, Bothnia would be considered a well-capitalised company as at 31 

December 2020 (with a CCR of 171%, i.e. some 15 percentage points higher than that as at 31 December 

2019).  

3.8 In the Report (see paragraphs 6.100 – 6.104 therein), I examined the sensitivity of the regulatory capital 

requirement to a variety of stress scenarios in order to test the resilience of the balance sheet. I also made 

some adjustments to those stress scenarios to make approximate allowance for the effects of the COVID-

19 pandemic (see paragraphs 6.105 – 6.109 of the Report). 

3.9 As per paragraph 6.106 of the Report, I have revisited the various items used to update the projections, 

taking account of the 31 December 2020 Solvency II balance sheet position(s) of Bothnia (and LLSE) as 

prepared by the Compre Group actuaries, and the consequent impact on the stress tests used in the Report. 

3.10 The results of the updated stress tests30 for this Supplemental Report are similar to the corresponding stress 

tests (adjusted to make approximate allowance for the effects of the COVID-19 pandemic) as discussed in 

the Report. Therefore, I continue to hold the view that the likelihood of Bothnia’s eligible own funds (available 

capital) being exhausted to be remote and beyond a 1-in-200 event likelihood (over a one-year time 

horizon).  

RELATIVE FINANCIAL STRENGTH OF TRANSFERRING POLICYHOLDERS PRE- AND POST-SCHEME   

3.11 I have concluded above that BIL was, as at 31 December 2020, a very well-capitalised company (with a 

higher CCR than when measured as at 31 December 2019); and that, as at 31 December 2020, Bothnia 

was a well-capitalised company (with a higher CCR than when measured as at 31 December 2019). This 

would suggest that, in terms of CCRs and the level of security that they indicate to the Transferring 

Policyholders, the security of the Transferring Policyholders will be reduced post-Scheme.  

3.12 Nonetheless, as noted in paragraph 6.133 of the Report and as explained in the preceding paragraphs in 

the Report, the security of the Transferring Policyholders is not materially reduced as a result of the Scheme 

insomuch that there is not a material risk that their claims will not be paid. Furthermore, I have no reason to 

believe that there has been any material change in the level of BIL’s or Bothnia’s excess assets since 31 

December 2020. 

3.13 I therefore remain satisfied that the Transferring Policyholders will not be materially adversely affected due 

to relative differences in the financial strength of Bothnia post-Scheme to those of BIL pre-Scheme.  

CHANGES IN RISK EXPOSURES    

3.14 As I have explained in Section 2 above, the risk profiles of the two entities are essentially unchanged from 

those described in the Report.  

3.15 As noted in paragraph 6.149 of the Report and as explained in the preceding paragraphs in the Report, 

post-Scheme, the Transferring Policyholders will become part of a smaller, less diversified insurer, i.e. 

Bothnia, a specialist run-off firm with extensive exposure to US asbestos claims, having previously been 

part of BIL – a larger, well diversified insurer. As such, the Transferring Policyholders will no longer be 

exposed to risks associated with BIL’s wider business, but they will be exposed to a different range of risks, 

in particular to APH risks contained within some of the legacy portfolios that Bothnia has acquired/assumed. 

Nonetheless, given the financial strength of Bothnia, as discussed above, I do not consider that the 

Transferring Policyholders will be materially adversely affected by the changes in risk exposures 

engendered by the Scheme. 

 

30   In relation to the three stress tests I have performed, the conclusions rely on judgements regarding very remote scenarios (often estimated as 

being less likely than 1 outcome in every 200). As such, I do not believe it is appropriate to assume any degree of precision or reliability for 

such forecasts, their purpose is to provide estimates of the orders of magnitude on capital levels in the very remote scenarios considered.   
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3.16 In addition, pre-Scheme, the Transferring Policyholders are exposed to risks associated with known (and 

unknown) exposures contained in BIL’s book of business, e.g. pandemic (and other extraneous) risks, such 

as liabilities arising from COVID-19. Conversely, the policyholders of Bothnia, which will include the 

Transferring Policyholders post-Scheme, are exposed to the risks arising from legacy portfolios that have 

typically been in run-off for many years, and therefore have very limited (if any) exposure to accident years 

2020 and post (where liabilities arising, for example, from COVID-19 and future pandemics have and can 

be expected to emerge). 

3.17 Furthermore, I note that the different risk profiles, insofar as they might affect the future financial security of 

the Transferring Policyholders post-Scheme, are already reflected in the capital requirements of BIL and 

Bothnia via the LPTA. 

3.18 Therefore, as noted in paragraph 6.150 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 Transferring 

Policyholder benefits. Therefore, my conclusion remains unchanged.  

POLICY SERVICING   

3.19 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 Transferring Policyholders compared to their current position.  

BREXIT    

3.20 Developments since I wrote the Report (as outlined in paragraphs 2.18, 2.33 and 2.34 above) have not 

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 TRANSFERRING POLICYHOLDERS     

3.21 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 Transferring Policyholders. 
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4. CHANGES IN THE IMPACT OF THE SCHEME ON THE NON-

TRANSFERRING POLICYHOLDERS   

4.1 I concluded in the Report that the Non-Transferring Policyholders in BIL would be largely unaffected by the 

Scheme (see paragraph 7.10 therein) 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 BIL.  

4.2 As discussed in the Report (see paragraph 7.9 therein), only the Excluded Policies of the Transferring 

Business will remain post-Scheme in BIL. Since I prepared the Report, I have been told that the Compre 

Group’s compliance team has conducted an internal check on the holders of Transferring Policies and has 

identified one holder, namely the Ministry of Defence of the Islamic Republic of Iran, with an estimated ten 

policies, the transfer of which would be illegal as sanctions are in place against this insured. These ten 

policies will therefore be treated as Excluded Policies.    

4.3 Nonetheless, I also concluded in the Report (see paragraph 7.9 therein) that neither the security nor the 

service levels of any policyholders whose policies become 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 Excluded Policies. 

4.4 In addition, again since I prepared the Report, I have been told by the lawyers retained by the Companies 

(in relation to the Scheme) that the (four) inwards reinsurance policies (that constitute the entirety of the BIL 

Other Portfolio as defined in paragraph 1.8 of the Report) have been removed completely from the scope 

of the Scheme (and will therefore not transfer) because of the difficulty in definitively establishing that they 

were carried on in and from the United Kingdom by UK underwriting agents on BIL's behalf (and therefore 

satisfying the conditions for an insurance business transfer scheme, as set out in Section 105 of FSMA). 

4.5 As noted in paragraph 4.4 above, the BIL Other Portfolio will not be transferred under the Scheme. The 

gross liability for this portfolio will remain with BIL, but it will continue to be 100% reinsured by Bothnia via 

the LPTA. In this respect, the situation of the holders of policies of the BIL Other Portfolio would be identical 

to that prior to the Effective Date. There would also be no changes to the policy servicing or administration 

of the policies of the BIL Other Portfolio. As such, the Scheme will not have a materially adverse effect on 

the security of, or the service levels enjoyed by, the holders of policies of the BIL Other Portfolio. 
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5. CHANGES IN THE IMPACT OF THE SCHEME ON THE 

CURRENT BOTHNIA POLICYHOLDERS  

5.1 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 this will be the position if the 

Scheme is sanctioned. 

5.2 Since I prepared the Report, as per paragraph 2.25 above, with effect from 30 September 2020, all existing 

100% cessions by Bothnia to LLSE under the IGRA operate on a collateralised basis (set at a minimum of 

level of the undiscounted best estimate claim reserves, including IBNR). Therefore, the risk exposures in 

Bothnia have (all other things being equal) reduced since the Report was prepared, which, together with 

the likelihood of LLSE defaulting on its obligations to Bothnia (which itself appears remote as per paragraph 

2.44 above) being essentially unaltered, means that the financial security of the existing Bothnia 

policyholders has (all other things being equal) improved.        

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

conclusions, 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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6. OTHER CONSIDERATIONS   

COMPRE GROUP SALE  

6.1 Since I prepared the Report, the Compre Group (or the Group) has signed a Sale Purchase Agreement 

with Cinven Partnership LLP (Cinven) and the British Columbia Investment Management Corporation (BCI) 

for the acquisition of the Group’s business, and the sale completed on 28 April 2021 (the Sale).  

6.2 I have been informed by the Group’s Head of Group Risk & Compliance and the Group’s Chief Operating 

Officer that, on the completion of the Sale, the current investors and certain individuals of the Group will exit 

the business; and that post-acquisition Cambridge Topco31 holds 84% of the shares (and voting rights) in 

Cambridge Holdco (essentially split on a 50/50 ownership basis between Cinven and BCI), and the 

remaining 16% of the shares and voting rights in Cambridge Holdco are held by Members of the Group’s 

Management Team.  

6.3 While there will be changes to the Group Board (at the Cambridge Topco level), no changes are expected 

within the management of the Group and the solo entities (including Bothnia and LLSE) and therefore no 

changes to the current organisational structure are envisaged. In addition, no changes to the operations, 

policies and procedures (including the capital management) of the Group and its solo entities (including 

Bothnia and LLSE) are envisaged.  

6.4 I am satisfied that the Sale does not affect any of my conclusions in the Report (and Supplemental Report), 

because: 

 It was subject to receipt of the required regulatory approvals32, which have been obtained; 

 Bothnia (and LLSE) are part of the Group both before and after the Sale; 

 There will be no changes to the management, current organisational structure, operations, policies and 

procedures (including the capital management) of the Group and the solo entities (including Bothnia and 

LLSE) as a result of the Sale; 

 There will be no change to the business written by Bothnia (or LLSE) as a result of the Sale; and 

 As at 31 December 2020, the Group maintained its strong capital position with a Group CCR of 147%, 

i.e. the Group was a more than sufficiently capitalised (close to the boundary of a well-capitalised) entity 

as at 31 December 2020, based on my financial strength ratings (see paragraph 6.5 of the Report).      

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

6.5 As noted in paragraph 6.46 of the Report, in 2019, the economic interest in a closed book of professional 

indemnity and medical malpractice business was acquired by Bothnia from PartnerRe Ireland Insurance 

DAC via a 100% whole account reinsurance arrangement (i.e. Project Orange). Since I prepared the Report, 

the High Court of Ireland sanctioned the Transfer33 (of the contractual interest in this reinsured portfolio) at 

a final hearing on 12 October 2020, which became effective on 31 October 2020. The Transfer (as noted in 

paragraph 4.42 of the Report) has no impact on the balance sheet of Bothnia or on its risk profile, because 

the economic value of the business has been wholly reinsured by Bothnia since the fourth quarter of 2019. 

6.6 BIL and CHL (on behalf of 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 Supplemental Report (and none are expected up until the Effective Date) 

about which they have not informed me. 

  

 

31    Cambridge Topco, domiciled in Malta, is the ultimate holding company of the Group and the immediate (100%) parent company of Cambridge 

Holdco.  

32   For the avoidance of doubt, the regulatory approvals sought and obtained were those required from FIN-FSA (in respect of Bothnia), the 

Bermuda Monetary Authority (in respect of Pallas Re), the FCA (in respect of CSUK) and the Malta Financial Services Authority (in respect of 

both LLSE and Cambridge Topco).  

33    The Transfer is defined in paragraph 4.42 of the Report. 
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THE LIKELY EFFECTS OF THE SCHEME UPON REINSURERS OF THE TRANSFERRING BUSINESS 

6.7 As noted in paragraph 9.18 of the Report and as explained in the preceding paragraphs in the Report, I 

concluded that I was satisfied that the Scheme will not have a materially adverse effect on the reinsurers of 

BIL whose contracts of reinsurance are to be transferred to Bothnia by the Scheme. Nothing has emerged 

within, or from analysis of, the Additional Information to persuade me that the above conclusion, which I had 

explained in the Report requires revision.  

ILU GUARANTEE 

6.8 The Compre Group has confirmed to me that, with the agreement of the ILU and the Baloise Group, and 

operative from the Effective Date, the ILU guarantee will remain in place but that, via the Court Order 

sanctioning the Scheme, any reference to BIL will be deemed to be a reference to Bothnia in respect of 

each Transferring Policy that, pre-Scheme, benefitted from the ILU guarantee. At the same time, Compre 

Holdings Limited (CHL) will provide a counter-indemnity to Baloise Holdings AG (i.e. BHL, the guarantor for 

the ILU guarantee).  

6.9 I have been provided with a (draft) copy of the counter-indemnity agreement (the Agreement) to be entered 

in to by CHL and BHL. I note that, under the terms of the agreement, CHL agrees to meet all liabilities of 

BHL under or in relation to the ILU guarantee. In addition, CHL shall maintain a deposit34 (the Deposit) with 

BHL while the ILU guarantee is in-force (and will be repaid to CHL as and when the ILU guarantee is no 

longer in-force, and the Agreement terminated). Any payments required to be made under the Agreement 

will be paid to BHL by CHL directly and not drawn from the Deposit unless, for whatever reason, CHL is 

unable to meet its payment obligations under the Agreement, in which case BHL shall be entitled to withdraw 

from the Deposit such proportion of the Deposit as may be reasonably necessary to make good CHL's 

obligations. In the scenario where BHL makes a withdrawal of monies from the Deposit, but there are 

insufficient funds, any such shortfall will be the responsibility of BHL.   

6.10 I am therefore satisfied that the ILU guarantee will continue to operate for each Transferring Policy in the 

same manner post-Scheme that it did pre-Scheme, and, as such, does not affect any of my conclusions in 

the Report.    

POLICYHOLDER SAFETY NETS, CHANGE OF REGULATOR AND WINDING-UP PRIORITIES 

6.11 Since I prepared the Report, the Compre Group has provided me with further details regarding policyholders 

(companies/SMEs) that may be entitled to protection afforded by the FSCS. The Compre Group has 

identified 18 such entities, all of whom have no case reserves or recent claim movements recorded. I 

therefore continue to be of the view that it is unlikely that many (if any) Transferring Policyholders would be 

eligible and/or seek to access the FSCS (pre-Scheme). As noted in paragraph 6.144 of the Report, I was 

satisfied that any loss of access to the FSCS for eligible Transferring Policyholders post-Scheme did not 

alter the conclusions I had drawn regarding the impact of the Scheme on affected policyholders. I therefore 

continue to be satisfied that there are no changes to the position on access to the FSCS since the Report 

was issued35.  

6.12 In the Report, I also identified a number of other considerations not purely focused on the quantitative 

aspects of balance sheet security. These matters included, among other things, the implications of a change 

of regulator (i.e. for BIL policies moving from FINMA to FIN-FSA – see paragraphs 9.42 – 9.50 inclusive of 

the Report), the financial safety nets available under the FSCS (see above) or the NGF (see paragraphs 

5.27, 5.28 and 6.167 of the Report), policyholder rights under the FOS (see paragraphs 5.26, 5.28 and 

6.164 of the Report) or the SOI (see paragraphs 6.165 and 6.167 of the Report), and changes in winding-

up priorities (see paragraphs 6.140 – 6.143 inclusive of the Report). With respect to these matters I am 

satisfied that there are no changes to circumstances prevailing when the Report was issued.  

 

 

34    The Deposit belongs to CHL, subject to the terms of the Agreement. Up to and including 31 December 2024, the Deposit shall amount to $2.5 

million. BHL shall pay interest on the Deposit to CHL annually up to and including 31 December 2024. From and including 1 January 2025, the 

Deposit will continuously be fixed for a period of three years, and interest paid on the Deposit by BHL to CHL annually (at a rate mutually 

agreed between CHL and BHL by 1 January of the first year of the relevant three year period). The amount of the Deposit shall be equal to the 

case reserves of the Lennox business as at 1 January of the first year of the relevant three year period.   

35    I note, however, that for at least the duration that Bothnia remains in the TPR (or holds a PRA authorisation) all claims arising under the FSCS-

protected policies in respect of acts or omissions occurring both before and after the Scheme will benefit from FSCS protection.   
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THE APPROACH TO COMMUNICATION WITH POLICYHOLDERS  

6.13 The Compre Group, on behalf of BIL and Bothnia, has written to the Transferring Policyholders, to the 

outwards reinsurers of BIL, active brokers36, and other interested parties37 providing a Communications 

Pack38 on the basis set out in the witness statements provided to the Court at the directions hearing on 20 

August 2020.   

6.14 In accordance with waivers granted by the Court, the Compre Group has not directly notified any of Bothnia’s 

existing policyholders or the Non-Transferring Policyholders (of BIL). 

6.15 In addition to direct, written correspondence, the Compre Group has also arranged indirect notification via 

the publication of a notice39 (the Notice) in the London, Edinburgh and Belfast Gazettes, as well as in The 

Times, The Financial Times, and Insurance Day, and the international edition of The Financial Times. 

6.16 The Communications Packs have referred all queries to a postal address, a telephone number, and a 

website and the website includes a dedicated e-mail address.  

6.17 Communication Packs were sent by mail as follows: 

 For Transferring Policyholders, 1,589 copies of the Communications Pack (printed on BIL letterhead) 

were sent by first class post (or airmail for addressees outside the UK) in each case to the address of 

the policyholder. I also note that the Compre Group is undertaking a weekly review of its records to 

capture on an ongoing basis any new claimants; 

 For outwards reinsurers of BIL (in relation to the Transferring Business), 25 copies of the 

Communications Pack (printed on BIL letterhead) were sent by first class post (or airmail for addressees 

outside the UK) in each case to the address of the reinsurer;  

 For active brokers, 10 copies of the Communications Pack (printed on BIL letterhead) were sent by first 

class post (or airmail for addressees outside the UK) in each case to the address of the broker; and 

 For other interested parties, 100 copies of the Communications Pack (printed on BIL letterhead) were 

sent by first class post (or airmail for addressees outside the UK) in each case to the address of the 

other interested party.  

Responses 

6.18 As at 17 June 2021, 55 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. I set out in Figure 6.1 below the breakdown of the queries received in respect of the Scheme as 

at 17 June 2021.   

 

36    Active brokers are brokers with whom BIL (or Pro) have identified as having had correspondence in relation to the UK Branch (of BIL) in the 

last five years and who remain in contact with BIL with respect to such business.   

37    Other interested parties are commercial counterparties that BIL considers may have an interest in the Scheme (they do not, however, form 

part of the Transferring Business and will not, therefore, transfer to Bothnia under the Scheme).   

38  The Communications Pack comprises: a covering letter; the policyholder information booklet; a frequently asked questions and answers 

document in respect of the Scheme; a document summarising the terms of the Scheme (including the IE Summary); and the Notice (see 

footnote 11 below).   

39  The Notice is a document giving notice of the application for the sanction of the Scheme, and must be in a form approved by the PRA and 

FCA.   
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FIGURE 6.1 BREAKDOWN OF THE QUERIES RECEIVED IN RESPECT OF THE SCHEME 

 

6.19 The majority of responses have been returns (i.e. a relatively large number compared to the number of 

Communication Packs sent, see paragraph 6.17 above), and there have been seven general enquiries40 

(i.e. a relatively small number compared to the number of Communication Packs sent, see paragraph 6.17 

above). Thus, to date, there have been no queries of note, and no objections to the Scheme have been 

recorded.  

6.20 In relation to the returns: 

 13 related to Pro, where the original letters were sent to Pro’s old address. These letters have therefore 

been re-sent to Pro’s current address (One America Square);  

 Alternative addresses could not be found for 4 companies, and 9 companies were found to be dissolved 

(as per Companies House or other company-search engines); and  

 The remaining 22 returns have been re-sent to alternative addresses and no returns for these have been 

received at the date of this Supplemental Report.  

6.21 I note that, of the 48 returns, 46 of the companies notified are based in the UK, one is based in the USA, 

and one is based in France. Furthermore, the age of the Transferring Business is such that many of the 

identified policyholders and other interested parties are no longer in existence. Nonetheless, the Compre 

Group, on behaIf of Bothnia and BIL, has informed me that it continues to make very-best-efforts to find 

successor companies or alternative contacts wherever possible.  

6.22 Based on there being no objections to the Scheme (as at the date of this Supplemental Report) and my 

review of the responses received by and the related actions from the Compre Group, on behalf of BIL and 

Bothnia, I have not identified any matter that would cause me to perform additional analysis or lead me to 

revise the conclusions set out in the Report and this Supplemental Report.  

EEA REGULATORY RESPONSES  

6.23 The policies in the Transferring Business were issued to policyholders located in the UK, every EEA member 

state (with the exception of Hungary, Latvia, Lithuania, Liechtenstein and Slovakia) and certain non-EEA 

states, including, but not limited to, Switzerland and the USA. The insurance regulators in each of the 

relevant EEA states (for the avoidance of doubt, this does not include the UK) have been contacted 

regarding the Scheme and each was asked to respond (in particular, indicating whether it objects to the 

Scheme) before the 3-month consultation period closed on 30 November 2020.  

6.24 Initial responses from EEA regulatory authorities related to BIL’s lack of local permissions, and BIL replied 

to each such response (via the PRA). Following receipt of the replies from BIL, the German, Italian, Belgian 

and Maltese regulators confirmed they have no objection to the proposed Scheme.  

6.25 Responses from BIL (in relation to lack of local permissions) were also sent to the Danish, Dutch, Irish, 

Romanian, Polish, Austrian and Croatian regulators. I am informed by the Compre Group, on behalf of BIL, 

that no further advices or remarks were received (via the PRA) in advance of the close of the 3-month 

consultation period from these or other EEA regulators.  

 

40    General enquires have been requests for policy numbers and/or details of coverage (other than one case involving details of a change of 

address).   
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6.26 Thus, other than comments regarding BIL’s permissions, there have been no objections to the proposed 

Scheme from any EEA regulatory authorities in advance of the close of the 3-month consultation period. As 

such, I have not identified any EEA regulatory responses that would cause me to perform additional analysis 

or lead me to revise the conclusions set out in the Report and this Supplemental Report. 

6.27 Furthermore, I note that Bothnia does hold local permissions in all the EEA states relevant to the 

Transferring Policies. As such, the implementation of the Scheme will effectively address any outstanding 

issues relating to BIL’s permissions pre-Scheme, and (all other things being equal) normalise the position 

of the Transferring Policies.   

6.28 Post-Scheme, the Estonian financial regulator has asked that policyholders (where the state of the risk was 

identified as being) in Estonia are notified of the Scheme according to article 135 of the Estonian Insurance 

Activities Act. The Compre Group, on behalf of BIL, has informed the PRA that it will undertake such 

communication.  

6.29 In relation to Transferring Policyholders where the state of the risk was identified as Norway, the Norwegian 

regulator has asked that a further letter be sent to such policyholders notifying them of their regulatory right 

to cancel their policies in view of the Scheme. The Compre Group, on behalf of BIL, has informed the PRA 

that it has undertaken such additional communication and letters were sent to Norwegian Transferring 

Policyholders during the week commencing 2 November 2020.  

POLICYHOLDERS OF THE TRANSFEROR (BIL) IN NON-UK (AND NON-EEA) JURISDICTIONS 

6.30 Outside of the UK (and the EEA), the largest proportion of the Transferring Policies by value of case reserves 

is that governed by the laws of the United States (see paragraph 4.31 of the Report). As described in 

paragraph 9.40 of the Report, no specific legal advice on the likelihood of US courts recognising the Scheme 

had been sought by the Companies (at that time). Subsequently, I have received an e-mail on the subject, 

dated 28 April 2021, prepared by the lawyers (acting for the Companies in relation to the Scheme) in 

consultation with New York qualified counsel.   

6.31 The aforesaid e-mail advised that, while there is no guarantee, it is likely that the US courts would recognise 

the English Court’s sanction of a Part VII transfer under the principle of comity, subject to recognition not 

violating public policy (e.g. that such policyholders require a very high degree of protection or local laws 

prohibit the relevant buyer from insuring such policies). I am not a legal expert and cannot comment on the 

detail of the advice provided but the opinion appears to me to be reasonable. Because the legal advice has 

been provided by a reputable firm with suitable experience, because the advice provided has not raised any 

questions or concerns, and because it is consistent with my understanding of similar advice offered in 

respect of previous Part VII transfers, I have again decided that there is no need for me to seek further legal 

advice on the matter from lawyers otherwise unconnected with the proposed Scheme. 
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7. CONCLUSIONS 

CONFIRMATION OF OPINION   

7.1 I have further considered the effect of the proposed Scheme on the policyholders of BIL 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.  

DUTY TO THE COURT   

7.2 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.  

STATEMENT OF TRUTH   

7.3 I confirm that, insofar as the facts stated in this Supplemental 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. 

 

 

 

 

Gary Wells / 17 June 2021 

Fellow of the Institute and Faculty of Actuaries 
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Appendix A Key Sources of Data 
A.1 In writing the Report, I relied upon the accuracy of certain documents provided by BIL and CHL. These 

included, but were not limited to the following: 

BIL 

 BIL Jahresrechnung 2020 (annual financial statement, prepared on the local Swiss accounting basis, for the 

12-month period to 31 December 2020) 

 PRA Return for the UK Branch of BIL as at 31 December 2020 

 Technical run-off result for the Transferring Business as at 31 December 2020 

 Solvency (SST) report as at 30 June 2020, dated 7 August 2020; a memo to FINMA giving estimated SST 

figures as at 30 September 2020, dated 29 October 2020; and SST quantitative templates as at 31 

December 2020   

 BIL ORSA Report, dated 31 August 2020 

 Presentation, dated 9 March 2021, to Investors and Analysts of the Annual Results for the Baloise Group 

as at 31 December 2020, based on preliminary 2020 figures 

 Annual Report 2020 for the Baloise Group. 

Bothnia 

 Solvency II report at 31 December 2020, dated 4 February 2021 and authored by the Compre Group 

Actuarial Director, including the Solvency II balance sheet and SCR calculation as at 31 December 2020 

 Reserve report at 31 December 2020, dated 1 February 2021 and authored by the Compre Group Head of 

Actuarial 

 Financial statements for Bothnia as at 31 December 2020 

 A spreadsheet providing details of Transferring Policyholders that are potentially eligible (pre-Scheme) for 

FSCS protection 

 Details of Excluded Policies (at the date of the Supplemental Report). 

LLSE 

 Reserve report at 31 December 2020, dated 1 February 2021 and authored by the Compre Group Head of 

Actuarial 

 Solvency II report at 31 December 2020, dated 4 February 2021 and authored by the Compre Group 

Actuarial Director, including the Solvency II balance sheet and SCR calculation as at 31 December 2020 

 Summary information with respect to the assumed legacy portfolio from QBE UK Limited (Project Acorn) 

 Summary due-diligence information with respect to the assumed legacy portfolio from Pallas Re (Project 

Soho).  

Compre Group 

 Solvency II report at 31 December 2020, dated 24 February 2021 and authored by the Compre Group 

Actuarial Director, including the Solvency II balance sheet and SCR calculation as at 31 December 2020 

 Details of proposed sale of the Compre Group, including the shareholding structure (post-acquisition) 

 A Solvency II governance chart (post-acquisition). 
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Scheme Related Documents 

 A copy of the Scheme (including an updated definition of Excluded Policies) 

 Summary of the responses received in respect of the notifications process, and of the BIL/Bothnia’s 

responses to those, as at 17 June 2021  

 A certificate of mailing, dated 4 September 2020 

 A draft copy of the Order sanctioning the Scheme (including the wording that any references to BIL be 

deemed as regards each Transferring Policy to be a reference to Bothnia for the purposes of the ILU 

guarantee) 

 A counter-indemnity from Compre Holding Limited to Baloise Holdings AG in respect of the ILU guarantee 

 A note from the lawyers retained by the Companies (in relation to the Scheme) on the recognition of the 

Scheme following the expiry of the (Brexit) Transition Period on 31 December 2020 

 An e-mail entitled Neptune - comity and dated 28 April 2021, from the lawyers retained by the Companies 

(in relation to the Scheme).   

Witness Statements 

 Second witness statement by Bruno Rappo (a member of the senior management of BIL) 

 Witness statement by Juha Nora (Managing Director of Bothnia) 

 Witness statement by Caroline Hobbs (Portfolio Transfer Manager at CSUK) 

 Witness statement by Gemma Mitchell (employee of BakerGoodchild Direct Marketing Ltd). 

 

A.2 Information relating to the items listed above was also gathered during discussions with staff of BIL and 

CHL/Bothnia. 
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Appendix B Letters of Representation  
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