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Independent Actuary’s Statement of Opinion 

I, Paul Sinnott, am associated with the firm of Milliman Limited (“Milliman”).  I am a Fellow of the 

Institute and Faculty of Actuaries (United Kingdom), and a Fellow Member of the Actuarial Society 

of Hong Kong.  I have been appointed to act as the Independent Actuary pursuant to Section 24 of 

the Hong Kong Insurance Ordinance Chapter 41 (the “Ordinance”), to provide an independent 

opinion on the terms and likely effects of the proposed scheme (the “Scheme”) for the transfer of 

the long term reinsurance business (also hereinafter referred as “Transferring Business”, “long term 

business”, “life and health business” or “L&H business”) from the Hong Kong Branch (the “SRZHK 

branch”) of Swiss Reinsurance Company Ltd (“SRZ”) to the Hong Kong Branch (the “SRALHK 

branch”) of Swiss Re Asia Pte. Ltd. (“SRAL”).  The terms SRZHK branch and SRALHK branch are 

also used to describe “SRZ acting through its Hong Kong branch” and “SRAL acting through its 

Hong Kong branch” respectively. 

Throughout this report, SRZ and SRAL are collectively referred to as the “Parties”; the reinsurance 

cedants transferring to the SRALHK branch in respect of the SRZHK branch’s Transferring 

Business are referred to as the “Transferring Policyholders”, who hold “Transferring Policies”; the 

reinsurance cedants remaining in SRZ after the Scheme are referred to as the “Non-Transferring 

SRZ Policyholders”, who hold “Non-Transferring SRZ Policies”; and the existing reinsurance 

cedants of SRAL before the Scheme are referred to as the “Existing SRAL Policyholders”, who hold 

“Existing SRAL Policies”.   

I have also considered input from my colleague, Cathy Hwang, when forming my opinion with 

regard to the impact on the Transferring Business from the different general reinsurance portfolios 

(also hereinafter referred as “property and casualty business” or “P&C business”) within SRZ and 

SRAL.  Cathy Hwang is also associated with Milliman.  She is a Fellow of the Casualty Actuarial 

Society and a Fellow Member of the Actuarial Society of Hong Kong.   

The Scheme is an important component in the regional restructuring of SRZ and its subsidiaries, 

under which it is proposed that the Transferring Business, all employees and all other business 

undertakings of the SRZHK branch should be transferred to the SRALHK branch.  

In forming my opinion, I have been given free access to available information, reports and 

documents that I considered necessary and requested.  In addition, I have also been given free 

access to the representatives of the Parties. 

The scope of my review and opinions are mainly focused on the effects of the Scheme on the 

Transferring Policyholders.  I have also considered the effects of the Scheme on the Non-

Transferring SRZ Policyholders and the Existing SRAL Policyholders, who are outside the legal 

jurisdiction of Hong Kong.  In particular, I have formed my view by considering:   

 The likely effects of the Scheme on the reasonable expectations of the policyholders of SRZ 

and SRAL respectively and, in particular, the Transferring Policyholders with regard to benefits 

and levels of service;  

 The effect of the Scheme on the financial security of the contractual benefits of the 

policyholders of SRZ and SRAL respectively and, in particular, the Transferring Policyholders; 

and 

 The adequacy of safeguards in the Scheme to ensure that the Scheme operates as presented. 

The scope of my work does not include assessing the impact of the Scheme on the shareholders of 

SRZ and SRAL.  I have considered the Scheme as presented to me and have not considered any 

other alternative schemes of transfer.  
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 Introduction 

1.1. THE INDEPENDENT ACTUARY 

 When an application is made to the High Court of the Special Administrative Region of Hong 

Kong, Court of First Instance (the “Hong Kong Court”) for an order to sanction the transfer of 

long term insurance from one insurer to another, it must be accompanied by a report on the 

terms of the scheme by an independent actuary in conformance to Section 24 of the 

Insurance Ordinance, Chapter 41 of the Laws of Hong Kong (CAP 41). 

 I have been appointed by the SRZHK branch as the Independent Actuary in connection with 

the proposed scheme of transfer of the long term reinsurance business of the SRZHK 

branch to the SRALHK branch, as a part of the regional restructuring of SRZ and its 

subsidiaries.  The majority of general reinsurance business of the SRZHK branch will also 

be transferred simultaneously to the SRALHK branch through another statutory mechanism 

sanctioned under Section 25D of the Ordinance (the “Section 25D Transfer”), subject to the 

approval of the Insurance Authority (“IA”).  The general reinsurance business written after 

the cut-off date of the Section 25D transfer will be transferred to the SRALHK branch 

through the novation clauses included under these reinsurance contracts. 

 My appointment as the Independent Actuary for the Scheme has been noted by the IA. 

 

1.2. SCOPE OF MY REPORT  

 This report considers the effects of the Scheme on the Transferring Policyholders, the Non-

Transferring SRZ Policyholders and the Existing SRAL Policyholders respectively.  It does 

not assess the impact of the Scheme on the shareholders of SRZ and SRAL.   

 I have considered the Scheme as presented to me and have not considered other possible 

alternative schemes. 

 In reporting on the proposed Scheme I owe a duty to the Hong Kong Court to help it on 

matters within my expertise.  This duty overrides any obligation to any person from whom I 

have received instructions or by whom I am paid.    

 In preparing the report, I consulted the IA on the required contents and incorporated 

suggestions from the IA as appropriate.  The report is prepared in accordance with the 

approach and expectations in section 2 paragraphs 27 to 40 of the Prudential Regulation 

Authority (“PRA”), as set out in “The Prudential Regulation Authority’s approach to 

insurance business transfers” dated April 2015, this is enclosed as Appendix C to this 

report.  I have also used Chapter 18 of the Supervision Manual (“SUP 18”) contained in the 

Financial Conduct Authority (“FCA”) Handbook as a reference document.  Subsections 

SUP18.2.31G to SUP18.2.41G, which provide guidelines on the form of the independent 

expert Scheme report, are enclosed as Appendix D to this report.   

 In May 2018, the FCA released further guidance with a document entitled “The FCA’s 

approach to the review of Part VII insurance business transfer”, where the FCA has set out 

further expectations regarding the information to be included within the Independent 

Expert’s report under Section 6 of this document.  I have made reference to this guidance in 

the report. 

 I have been provided free access to the information that I requested as necessary to 

conduct my work.  The key documents that have been made available to me include the 

Scheme document pursuant to Section 24 of the Ordinance, the Business Transfer 

Agreement, the Accountable Actuary Reports for SRZ, the 2018 Certifying Actuary Report 

for SRAL, the report on the proposed Scheme by the Key Person of the Actuarial Function 

of the SRZHK branch, policyholder communication pack, information related to intra-group 

retrocessions (“IGR”), reinsurance treaty approval policy, investment policy, statutory 

valuation reports for the SRZHK branch, the 2018 Financial Condition Report for SRZ, 
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financial projections under the Hong Kong Insurance Ordinance (“HKIO”) basis and Swiss 

Solvency Test (“SST”) basis, Hong Kong’s Dynamic Solvency Test (“DST”) report for 2017 

year end on the SRZHK branch and information related to the risk and capital management 

of the Parties.  Appendix B of this report shows the list of information and documents 

provided.  In addition, I have also been given unrestricted access to and held discussions 

with various representatives of the Parties.  

 I have considered the following areas when forming my opinion in this report: 

 the effect of the Scheme on the financial security of the contractual benefits of the 

policyholders of SRZ and SRAL respectively and, in particular, the Transferring 

Policyholders; 

 the effect of the Scheme on the reasonable expectations of the policyholders of SRZ 

and SRAL respectively and, in particular, the Transferring Policyholders with regard to 

benefits and levels of service; and 

 the adequacy of safeguards in the proposed Scheme to ensure that the Scheme 

operates as presented. 

 As far as I am aware, there are no matters which I have not taken into account in 

undertaking my assessment of the Scheme and in preparing this report, but which 

nonetheless should be drawn to the attention of policyholders in their consideration of the 

terms of the Scheme.  In order to reflect any updated financial information or circumstances 

nearer to the date of the final hearings before the Hong Kong Court, I will produce a 

supplementary report (the “Supplementary Report”) to update my opinions in respect of the 

Scheme.   

 I am also aware that the SRZHK branch will continue to write new reinsurance business 

after the release of this Report and the Supplementary Report up to the point that the 

Scheme is implemented.  The opinions set out in this report also apply to Transferring 

Policyholders that enter into reinsurance contracts subsequent to the release of the 

Supplementary Report, provided that there are no unusual clauses within the these 

contracts that could give rise to different benefit expectations and there have been no 

catastrophic events that harm the financial strength of SRAL during that period of time.  I will 

confirm all of these with the Parties prior to Scheme implementation, and report my findings 

to the Hong Kong Court and/or the IA if required. 

 The report should be read together with the full terms of the Scheme and any 

Supplementary Report for the reader to fully understand the implications. 

 

1.3. THE FRAMEWORK FOR THE INDEPENDENT ACTUARY’S CONSIDERATION OF THE 

SCHEME 

 As Independent Actuary, my assessment of the impact of the implementation of the Scheme 

on the various affected policyholders is ultimately a matter of expert judgement regarding 

the likelihood and impact of future possible events.  Given the inherent uncertainty of the 

outcome of such future events and that the effects may differ across different groups of 

policyholders, it is not possible to be certain of the effect on the policyholders. 

 A Scheme may have both positive and negative effects on different groups of policyholders 

and the existence of detrimental effects should not necessarily imply that the Hong Kong 

Court should reject the Scheme as the positive effects may outweigh the negative effects or 

the negative effects may be very small.  

 In order to acknowledge this inherent uncertainty, the conclusions of the Independent 

Actuary in relation to transfers of long term insurance business are usually framed using a 

materiality threshold.  If the potential impact under consideration is very unlikely to happen 

and does not have a significant impact, or is likely to happen but has a very small impact, 

then it is not considered to have a material effect on the policyholders.   
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 The assessment of materiality will also take into account the nature of the potential impact 

so that, for example, the materiality threshold for a change that could have a direct financial 

impact on policyholders’ benefits is likely to be lower than the materiality threshold for a 

change that does not have a direct financial impact.  

 This is the framework in which I undertake my consideration of the Scheme. 

 

1.4. QUALIFICATIONS AND DISCLOSURES 

 I am a Fellow Member of the Actuarial Society of Hong Kong and a Fellow of the Institute 

and Faculty of Actuaries (United Kingdom), having qualified in 1993.  

 I am Principal and Consulting Actuary of Milliman Limited, residing of 3901-2, AIA Tower, 

183 Electric Road, North Point, Hong Kong.  I have been based in Hong Kong since 1993.  I 

consider my knowledge and experience, which includes the familiarity with the role and 

responsibilities of an Appointed Actuary in Hong Kong and with the types of long term 

business written by the Parties involved, as well as my experience with previous Section 24 

portfolio transfers, to be suitable and relevant in accepting the appointment as the 

Independent Actuary for the Scheme.  I have also considered input from my colleague, 

Cathy Hwang, when forming my opinion with regard to the impact on the Transferring 

Business from the different general reinsurance portfolios within SRZ and SRAL.   

 Cathy Hwang is Principal and Consulting Actuary of Milliman, where she specialises in the 

Greater China property and casualty insurance markets.  She has been based in Hong 

Kong since 2003.  She is a Fellow Member of the Actuarial Society of Hong Kong and a 

Fellow of the Casualty Actuarial Society.  Cathy Hwang has undertaken Appointed Actuary 

roles for eight direct general insurers and reinsurers in Hong Kong.   

 Neither Cathy Hwang nor I are shareholders in the Swiss Re Group or any of its 

subsidiaries.  We have no other financial interest in the Swiss Re Group.  Moreover, our 

compensation related to this appointment is independent of the outcome of the Scheme.   

 The terms of reference relevant to this report, including general requirements of the 

Independent Actuary, scope of the work of the Independent Actuary in relation to the 

Scheme and any prior Hong Kong assignments undertaken for the Parties and their related 

parties, are set out in Appendix A. 

 

1.5. RELIANCES 

 In preparing my report, I have had access to documentary evidence provided by the Parties, 

the key elements of which are listed in Appendix B.  I have also had access to, and 

discussions with staff and management of the Parties.     

 In coming to my conclusions, I have relied upon the accuracy of the information which has 

been provided to me in written or oral form, without independent verification.  However, 

much of this information has been subject to audit or other external scrutiny, and I have had 

the opportunity to challenge any apparent inconsistencies in the information provided.  I 

have considered, and am satisfied with, the reasonableness of this information based on my 

own experience of the insurance industry. 

 I have presented solvency positions of SRZ and SRAL under the SST basis in Section 6.9.  

The results have been produced by the Parties.  As the pre-Scheme results of SRZ and 

SRAL as at 1 January 2019 have been submitted to the relevant regulatory bodies and the 

results of SRZ have also been made public, I am satisfied with, and have relied on the 

accuracy of, these figures.  While certain estimates of post- and pre-Scheme solvency 

positions (assuming the completion of the regional restructuring of SRZ and its subsidiaries) 

have not been subject to external audit, they have been subject to internal review.     



MILLIMAN CLIENT REPORT 
 

 6 June 2019 

 The Parties have estimated the solvency positions of SRZ and SRAL under the HKIO basis.  

The results have been subject to internal review.  In the context of my Independent Actuary 

opinion on the transfer of the Hong Kong portfolio of SRZ to the SRALHK branch, I believe 

the Parties have taken a reasonable approach to estimating the HKIO life portfolio results in 

order to compare the solvency ratios of SRZ and SRAL.  My opinion is formed by also 

considering the audited SST solvency results which have been provided for my analysis.  

Details of the financial projections are set out in Section 6.8.  

 I have not independently reviewed the calculations provided to me and I explicitly rely on the 

Parties and their respective Accountable Actuary, Certifying Actuary, Appointed Actuary or 

the Key Person of the Actuarial Function that all the calculations used in relation to the 

Scheme are appropriate and accurate as presented.  I have, however, reviewed the 

methodology and assumptions used in some of the calculations.  

 

1.6. LIMITATIONS 

 This report has been prepared on the basis as set out in the report and its appendices.  It 

has been written on the basis that it will be utilised by persons technically competent in the 

areas addressed and with knowledge of the business activities of the Parties and the nature 

of the risks and rewards inherent in the reinsurance sector in which they operate. 

 This report must be considered in its entirety as individual sections, if considered in 

isolation, may be misleading.  Draft versions of this report should not be relied upon for any 

purpose.  I have provided a summary of my report (“Summary Report”) for inclusion in the 

circular to Transferring Policyholders and, other than this, no summary of my report may be 

made without my express consent. 

 This report has been prepared by Milliman on an agreed basis for the Parties in the context 

of the Scheme and must not be relied upon for any other purpose.  No liability will be 

accepted by Milliman, or me, for any application of my report for a purpose for which it was 

not intended nor for the results of any misunderstanding by any user of any aspect of the 

report.   

 The estimated financial positions of the Parties under different solvency bases and as at 

different valuation dates presented in this report are meant to be best estimates based on 

current information.  The actual solvency level reported by the Parties on these valuation 

dates could vary from the estimates shown in this report due to various reasons, but I do not 

expect the deviations from the estimates shown would be material enough to affect my 

conclusions in this report. 

 When forming my conclusions in this report concerning the effect of the Scheme on the 

Transferring Policyholders and other policyholders of the Parties, especially on the 

protection provided to the policyholders and safeguards in place under the Scheme, I have 

considered the Scheme in isolation while there is a chance where the situation could be 

changed by the Parties or by the Hong Kong branch itself as part of the normal 

management of the business according to the internal governance framework.   

 When forming my conclusions in this report concerning the effects of the Scheme on the 

Non-Transferring SRZ Policyholders and the Existing SRAL Policyholders, that are outside 

the legal jurisdiction of the Hong Kong SAR, I have explicitly relied upon the professional 

opinions of the Accountable Actuary of SRZ and the Certifying Actuary of SRAL on the 

effects of the Scheme on the respective policyholders.  While I have relied on these 

opinions in forming my opinion of the effects of the Scheme on the respective policyholders, 

based on my knowledge of SRZ and SRAL, I confirm that I have reviewed the approaches 

taken by the respective Actuaries in forming their opinions and consider them reasonable. 

 Other than as set out below, the report is not meant for use by any third party to do or omit 

to do anything and no third party should place any reliance on the report for that reason.  

This report and the opinions and conclusions contained herein are for the internal use of the 
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management of the Parties, their professional advisors, their shareholders, their reinsurance 

cedants, regulators, and in court.  With the exception of the limited distribution and 

disclosure of the report specified in paragraph below, the report and any written or oral 

information or advice provided by me or Milliman must not be reproduced, distributed or 

communicated in whole or in part to any other person, or be relied upon by any other person 

except with the written consent of me and Milliman.  

 If the Parties wish to release a copy of the report to third parties or advisors, except as 

provided in the engagement letter dated 17 June 2019 (the “Engagement Letter”) and noted 

in paragraph 1.6.9 and Section 10, these parties must sign a disclaimer and release letter in 

the form approved by Milliman setting out the terms under which the information is provided 

and acknowledging that neither Milliman nor I assume any responsibility, liability or duty of 

care to them.  If the Parties wish to disclose extracts from the report in documents, Milliman 

and I need to give prior written consent to the proposed wording.  

 In accordance with Section 24 of the Ordinance, in respect of a sanction for the transfer of 

Transferring Business, the exceptions referred to above include: 

 a copy of the report will be provided to the IA; 

 a copy of the report will be available for inspection at the premises in Hong Kong of 

the Parties concerned for a period of not less than 21 days subsequent to the 

publishing of a notice in the Gazette and in an approved English language newspaper 

and an approved Chinese language newspaper in Hong Kong in connection with the 

Scheme; and 

 a copy of the report will be made available to any person asking for one, provided that 

the request is made prior to an order for sanctioning the Scheme. 

 The Parties have made an application to the Hong Kong Court for waivers in respect of 

translation of this report (including any Supplementary Report) into Chinese, and I have 

been responsible for the translation of the Summary Report into Chinese.   

 The use of Milliman’s name, trademarks or service marks, or reference to Milliman directly 

or indirectly in any media release, public announcement or public disclosure, including in 

any promotional or marketing materials, websites or business presentations is not 

authorised without Milliman’s prior written consent for each such use or release, which 

consent shall be given in Milliman’s sole discretion. 

 This report was based on data available to me and Milliman at, or prior to 24 June 2019, 

and takes no account of developments after that date.  Neither I nor Milliman is under any 

obligation to update or correct inaccuracies which may become apparent in the report.  

However, as noted in paragraph 1.2.8, we will produce a Supplementary Report prior to the 

final hearings of the Scheme.   

 This report does not provide financial or other advice to individual policyholders. 

 

1.7. LIMITS OF LIABILITY AND LEGAL JURISDICTION 

 This report is subject to the terms and limitations, including limitation of liability and legal 

jurisdiction, set out in the Engagement Letter. 
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 The Parties to the Scheme 

2.1. OVERVIEW 

 This Scheme was initiated as part of the regional restructuring of SRZ and its subsidiaries, 

to allow SRAL to become the regional headquarters of the reinsurance operations of the 

Swiss Re Group in Asia.  The group structures that relate to the Asian reinsurance 

operations before and after the planned changes are shown under Figure 2.1 and Figure 2.2 

below respectively.  Descriptions of the Parties to the Scheme and key entities involved are 

provided in this section. 

FIGURE 2.1:  THE SWISS RE GROUP BEFORE RESTRUCTURING (SIMPLIFIED)  
 

 

FIGURE 2.2:  THE SWISS RE GROUP AFTER RESTRUCTURING COMPLETION BY 20211 

(SIMPLIFIED)  

 

Note 1:  Target completion date is subject to regulatory approval processes in the relevant jurisdictions. 

Note 2:  In line with the Swiss Re strategy to bring all Asian reinsurance branch operations under SRAL, Swiss Re Group is in 

discussions with the Chinese regulator on the appropriate process to facilitate this.   
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2.2. THE SWISS RE GROUP 

 Founded in 1863, the Swiss Re Group, which is headquartered in Zurich, Switzerland, 

consists of the parent company Swiss Re Ltd and its subsidiaries including SRZ (collectively 

referred to as “Swiss Re Group”).  SRZ used to be the ultimate parent company within the 

Swiss Re Group until the establishment of Swiss Re Ltd in 2011.  Following the creation of 

Swiss Re Ltd, the Swiss Re Group expanded beyond the sole reinsurance business unit.  

The Swiss Re Group is a wholesale provider of reinsurance, insurance and other insurance-

based forms of risk transfer, operating through a network of around 80 offices globally.   

 

2.3. SWISS RE LTD 

 As mentioned above, Swiss Re Ltd replaced SRZ as the ultimate parent company of the 

Swiss Re Group upon its establishment in 2011.  Today Swiss Re Ltd is composed of three 

business units: Reinsurance, Corporate Solutions and Life Capital.    

 

2.4. SWISS REINSURANCE COMPANY LTD 

 Swiss Reinsurance Company Ltd was incorporated in Zurich, Switzerland on 19 December 

1863 and operates in more than 30 countries.  Being a wholly-owned subsidiary of Swiss Re 

Ltd, SRZ is a reinsurance carrier licensed and supervised by the Swiss Financial Market 

Supervisory Authority (“FINMA”).   

 As of 31 December 2018, the share capital of SRZ amounted to CHF34 million.  It is divided 

into 344,052,565 registered shares, each with a nominal value of CHF0.10.  The shares 

were fully paid-in and held directly by Swiss Re Ltd.   

 SRZ is registered as a non-Hong Kong company under the Companies Ordinance, Chapter 

622 of the Laws of Hong Kong (CAP 622).   

 

2.5. HONG KONG BRANCH OF SWISS REINSURANCE COMPANY LTD  

 The SRZHK branch is the entity currently holding the long term and general reinsurance 

business that will be transferred in accordance with the proposed Scheme and the Section 

25D Transfer respectively. 

 The SRZHK branch was registered in Hong Kong and authorised to carry out long term 

reinsurance business of Class A (Life and annuity), Class C (Linked long term), Class D 

(Permanent health) and Class I (Retirement scheme management category III) under Part 2 

of Schedule 1 to the Ordinance since 1995. 

 The SRZHK branch is also authorised to write all classes of general reinsurance business 

under Part 3 of Schedule 1 to the Ordinance, which are summarised in paragraph 3.1.4. 

 I have been informed that the business of the SRZHK branch consists of both long term and 

general reinsurance business mainly coming from insurance cedants based in Hong Kong, 

Taiwan, and, to a lesser extent, Macau.  The portfolio of the SRZHK branch also consists of 

some small facultative reinsurance contracts written in Guam and a few small legacy 

treaties written outside of the aforementioned markets. 

 Based on the audited accounts prepared in accordance with Hong Kong Financial Reporting 

Standards (“HKFRS”), the SRZHK branch had assets of HKD8,319 million and total net 

liabilities of HKD5,926 million as at 31 December 2018.  The net profit for the branch in 

2018 was HKD579 million, compared to a net loss of HKD31 million in 2017.  
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 The SRZHK branch has been reporting under the Hong Kong regulatory regime, with the 

Key Person of the Actuarial Function and the auditor certifying compliance with the 

Ordinance.  The SRZHK branch has applied for, and have been granted a number of 

concessions by the IA.  The concessions are renewed every two to three years; most 

recently having been renewed by the IA on 29 May 2018, applicable for the financial years 

ending 31 December 2018 and 2019.  These include the accounting concession under 

Section 17(2) of the Ordinance, and relaxation of both Insurance (General Business) 

(Valuation) Rules (CAP 41G) and Insurance (Determination of Long Term Liabilities) Rules 

(CAP 41E) pursuant to Section 130(1) of the Ordinance.   

 The SRZHK branch is required to maintain sufficient assets to cover the long term liabilities 

(with the aforementioned concessions) plus a solvency margin calculated in accordance 

with Insurance (Margin of Solvency) Rules (CAP 41F).  

 The accounting concession effective until financial year ending 31 December 2019 allows 

the SRZHK branch to comply with the accounting requirements under Schedule 3 of the 

Ordinance on a modified basis, except for Part 8 of Schedule 3 (i.e. the requirements to 

submit Hong Kong General Business Returns (Forms 1 to 9) and Hong Kong Long Term 

Business Returns (Forms HKL1 to HKL3)).  The accounting concession is applicable to all 

accounts, statements and other information as required by Section 17(1) of the Ordinance.    

 For Hong Kong tax purposes, the SRZHK branch has elected its Class A (Life and annuity) 

long term business to be assessed on 5% of its net premiums written for the year as its 

assessable profits.  For its Class D (Permanent health) long term business and general 

business, assessable profits will be determined based on its taxable premiums written for 

the year and other taxable income, reduced by allowable tax deductions.  The total 

assessable profits will be offered for tax at the standard rate of 16.5% on or before year of 

assessment 2017/18 and 8.25% from year of assessment 2018/19 onwards.  The election 

of the 8.25% profit tax rate starting from financial year 2018 is to be made upon submission 

of the 2018 tax return (to be filed in July / August 2019) and is subject to the Hong Kong 

Inland Revenue Department’s agreement in the form of a Notice of Assessment for the 

relevant tax year. 

 

2.6. SWISS RE ASIA PTE. LTD. 

 As part of the aforementioned regional restructuring of SRZ and its subsidiaries, Swiss Re 

Asia Ltd, registered in Switzerland, was redomiciled to and registered in Singapore on 31 

December 2017 and renamed as Swiss Re Asia Pte. Ltd., pursuant to Section 359(1) of the 

Companies Act (CAP 50) of Singapore.  SRAL is licensed by the Monetary Authority of 

Singapore (“MAS”) as a reinsurer to carry on life and general business in Singapore under 

the Insurance Act (CAP 142) of Singapore.  SRAL, under its previous name “European 

Reinsurance Company of Zurich Ltd.”, was originally incorporated in Switzerland on 13 

September 1919.  In recent years it has mainly served as a risk carrier for the Swiss Re 

Group’s IGR agreements, which were mainly related to the Swiss Re Group’s Canadian 

business prior to the redomiciliation and its Asian business afterwards, as the Canadian IGR 

arrangements were novated and reallocated to another entity.   

 Immediately after the redomiciliation, the business from SRZ Singapore branch was also 

transferred to SRAL. 

 Swiss Re Asia Holding Pte. Ltd. (“SR Asia Holding”), incorporated in Singapore, is the sole 

shareholder of SRAL following the re-domiciliation to Singapore and will also act as the 

holding company for the Swiss Re Group’s Australian Life and Health operations after the 

restructuring. 
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 Following the restructuring, SRAL is expected to serve as the regional headquarters of the 

reinsurance operations of the Swiss Re Group in Asia.  The Parties are making progress in 

establishing new SRAL branches or subsidiaries to replace SRZ’s existing branches in 

Australia (property and casualty), China, Hong Kong, India, Japan and Malaysia in different 

phases as set out in Table 2.3.  It should be noted that the business under the SRZ Korea 

branch was transferred to the SRAL Korea branch on 1 January 2019.  The purpose of the 

restructuring is to align the structure with other regional entities in the Americas and Europe.  

The restructuring is targeted to be completed by 2021.  The target structure of the Swiss Re 

Group after the completion of transfer of all the SRZ’s branches in Asia is illustrated in 

Figure 2.2. 

TABLE 2.3:  TARGET PORTFOLIO TRANSFER TIMELINE OF SRZ BRANCHES 

SRZ branch Expected date of business transfer 

Korea 1 Jan 2019 (completed) 

Malaysia 1 Jan 2020 

Hong Kong 1 Jan 2020 

Japan 1 Jan 2020 

Australia (property and casualty) 1 Jan 2020 

China To be decided 

India To be decided 

 

 As of 31 December 2018, the share capital of SRAL amounted to USD320 million.  It is 

divided into 100,000 ordinary shares with no par value.  The shares were fully paid-in. 

 SRAL is registered as a non-Hong Kong company under the Companies Ordinance (CAP 

622 of the Laws of Hong Kong).   

 

2.7. HONG KONG BRANCH OF SWISS RE ASIA PTE. LTD. 

 The SRALHK branch is the entity into which the long term and general reinsurance business 

of the SRZHK branch will be transferred in accordance with the proposed Scheme , the 

Section 25D Transfer and novation of the general reinsurance business. 

 Following the restructuring, the SRALHK branch will be wholly owned by SRAL, which is in 

turn fully owned by SR Asia Holding, with Swiss Re Ltd being the ultimate parent with full 

control of SR Asia Holding.  While the Parties’ are changing legal structure, their intent is to 

maintain the same business operations as the SRZHK branch in areas like client servicing, 

business mix, operational arrangements and tax treatment. 

 SRAL has received an approval-in-principle from the IA in respect of its application for the 

authorisation carry out Classes A and D of long term reinsurance business and all classes 

of general reinsurance business in Hong Kong through the SRALHK branch.  A formal 

authorisation in respect of the application is expected to be granted by the IA in late June 

2019.  

 The Parties have informed me that SRAL is planning to apply for the same accounting 

concession under Section 17(2) of the Ordinance and relaxations of both Insurance 

(General Business) (Valuation) Rules (CAP 41G) and Insurance (Determination of Long 

Term Liabilities) Rules (CAP 41E) pursuant to Section 130(1) of the Ordinance, that has 

been granted to SRZ.  Once the regulator approves the application, the concession will also 

apply to SRAL. 
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 I have been informed that the SRALHK branch will elect the same taxation basis as the 

SRZHK branch.  This means that its Class A (Life and annuity) long term business will be 

assessed on 5% of its net premium as its assessable profit, while for its Class D (Permanent 

health) long term business and general business, assessable profits will be determined 

based on its taxable premiums written for the year and other taxable income, reduced by 

allowable tax deductions.  The total assessable profits will be offered for tax at the elected 

tax rate of 8.25% from year of assessment 2018/19 onwards, subject to the Hong Kong 

Inland Revenue Department’s agreement in the form of a Notice of Assessment for the 

relevant tax year.   

 I will continue to monitor the situations of the approval of accounting concession and the 

acceptance of the elected taxation basis of the SRALHK branch until the dates of the 

sanction hearings and, if relevant, will draw any significant developments or changes that 

may affect policyholders to the attention of the Hong Kong Court in the Supplementary 

Report.   

 According to the business plan submitted to the IA as part of the application for 

authorisation to carry out reinsurance business through the SRALHK branch, the business 

mix and sources of reinsurance have been estimated as shown under Table 2.4.  The 

business plan is not expected to change due to the implementation of the Scheme.  

TABLE 2.4:  SOURCES OF BUSINESS BREAKDOWN OF THE SRALHK BRANCH 

Channel Long term business General business 

Direct from ceding companies 100% 73% 

Insurance brokers   0% 27% 

Total 100% 100% 
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 Existing Business and Fund Structures 

3.1. THE SRZHK BRANCH 

Overview 

 The SRZHK branch is authorised to carry out long term and general reinsurance business in 

Hong Kong. 

 The SRZHK branch is authorised to carry out long term reinsurance business of Classes A 

(Life and annuity), C (Linked long term), D (Permanent health) and I (Retirement scheme 

management category III) under Part 2 of Schedule 1 to the Ordinance. 

 As at 31 December 2018, the long term reinsurance business consisted of Class A (Life and 

annuity) and Class D (Permanent health) only.  The long term business was mainly yearly 

renewable term reinsurance business covering mortality, critical illness, accident, disability 

and medical benefits.   

 The SRZHK branch is authorised to carry out all classes of general reinsurance business as 

set out in Part 3 of Schedule 1 to the Ordinance in Hong Kong: 

Class General business Class General business 

1 Accident 10 Motor vehicle liability 

2 Sickness 11 Aircraft liability 

3 Land vehicles 12 Liability for ships 

4 Railway rolling stock 13 General liability 

5 Aircraft 14 Credit 

6 Ships 15 Suretyship 

7 Goods in transit 16 Miscellaneous financial loss 

8 Fire and natural forces 17 Legal expenses 

9 Damage to property 
  

    

 All classes of general business are underwritten except for Class 5 (Aircraft) and Class 11 

(Aircraft liability).   

Fund structure 

 The current fund structure used by the SRZHK branch to carry out and administer its 

reinsurance business is summarised below: 

 SRZ long term business funds (pursuant to Section 22(1)(a) of the Ordinance): 

- SRZ Class A Fund; 

- SRZ Class D Fund; and 

 SRZ general business fund.  

 As the SRZHK branch does not have any shareholders, a head office current account is 

maintained and held under SRZ’s shareholder fund.       
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Key statistics – long term business 

 The Q4 2018 financial reporting states that the SRZHK branch had 131 long term 

reinsurance treaties in-force with total insurance liabilities amounted to HKD2,308 million, 

consisting of HKD244 million of actuarial liabilities and HKD2,064 million of accounting 

liabilities.   

 The details of the long term reinsurance business of the SRZHK branch as at 31 December 

2018, including total gross annualised premium, actuarial liabilities and accounting liabilities 

are summarised in the table below.   

TABLE 3.1:  LONG TERM BUSINESS OF THE SRZHK BRANCH AS AT 31 DECEMBER 2018  

Class 

Total gross annualised 
premium  
(in-force premium)  
(HKD million) 

Actuarial liabilities  
(HKD million) 

Accounting liabilities  
(HKD million) 

Class A – Life and annuity 885 213 863 

Class D – Permanent health 1,625 32 1,201 

Total 2,510 244  2,064  

Figures may not be additive due to rounding. 

 As at 31 December 2018, approximately 62% of the sum of actuarial liabilities and 

accounting liabilities were denominated in HKD, 27% were denominated in USD, 6% were 

denominated in TWD, and 4% were denominated in other currencies (mostly CNY and 

GBP). 

 The majority of the SRZHK branch’s long term business is risk premium in nature, where the 

most important component of profit is the margin of premiums over claims.  These 

reinsurance contracts cover mainly mortality, critical illness, accident, disability and medical 

benefits. 

 I have been informed by the Parties that the actuarial liabilities for risk premium business 

under the valuation relaxations granted by the IA, as set out in paragraph 2.5.6, are 

calculated as the sum of the following: 

 Future policy reserve: This is calculated using Gross Premium Valuation (“GPV”) 

methodology, which is equivalent to the net present value of all future policy cash 

flows, discounted at the valuation rate to the valuation date, and floored by zero.  

Future policy cash flows typically include premiums, commissions, claims, withdrawal 

benefits and expenses. 

 Unearned premium reserve (“UPR”): This is the unexpired portion of reinsurance 

premium written, with an implicit allowance for future expenses, applicable to yearly 

renewable term (“YRT”) business including accident, critical illness, health and 

disability riders. 

 The accounting liabilities mainly consist of the following: 

 Provision for profit commission: Earned premium multiplied by an assumed profit 

commission ratio, less the cedant booked profit commission to date. 

 Provision for outstanding claims:   

- provision for incurred but not reported (“IBNR”) claims, which is equal to earned 

premium multiplied by an assumed claim ratio, minus the cedant booked claims to 

date; and  

- the disabled lives reserves in respect of disability claims in payment (and waiver of 

premium benefit). 
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Key statistics – general business 

 There were 531 general reinsurance treaties and 7,886 facultative acceptances held by the 

SRZHK branch with total net liabilities amounted to HKD3,296 million as at 31 December 

2018, consisting of HKD1,473 million of actuarial liabilities and HKD1,823 million of 

accounting liabilities.  

 The details of the general business of the SRZHK branch as at 31 December 2018, 

including total gross premium, net actuarial liabilities and net accounting liabilities are 

summarised in the table below: 

TABLE 3.2:  GENERAL BUSINESS OF THE SRZHK BRANCH AS AT 31 DECEMBER 2018 

Class 
Total gross premium  
(HKD million) 

Net actuarial liabilities  
(HKD million) 

Net accounting liabilities  
(HKD million) 

1 20  23  7  

6, 12 14  12  9  

7 9  6  1  

8, 9 304  460  464  

10 108  127  132  

13 1,937  842  1,209 

14, 15 3  3  1  

Total 2,395  1,473  1,823 

Key statistics – new business mix 

 The new business mix of the SRZHK branch in terms of premium income net of retrocession 

of the recent 3 years before the Scheme implementation, split by type of business is shown 

below.   

TABLE 3.3:  PREMIUM REVENUE (NET OF RETROCESSION) BY TYPE OF BUSINESS  

 
2016 2017 2018* 

Class of reinsurance HKD m % HKD m % HKD m % 

Long term business 1,435 76% 1,849 77% 2,400 50% 

Accidental death 31 2% 31 1% 19 0% 

Mortality 714 38% 658 28% 782 16% 

Health and disability 690 37% 1,160 49% 1,599 33% 

General business 450 24% 542 23% 2,392 50% 

Accident and health 23 1% 38 2% 20 0% 

General liability 95 5% 86 4% 1,937 40% 

Goods in transit 6 0% 5 0% 9 0% 

Motor vehicle damage and liability 64 3% 116 5% 108 2% 

Pecuniary loss 3 0% 3 0% 3 0% 

Property damage 246 13% 283 12% 301 6% 

Ships damage and liability 14 1% 11 0% 14 0% 

Total 1,885 100% 2,391 100% 4,792 100% 

Figures may not be additive due to rounding. 

Notes*:  The premium revenue from the general reinsurance business increased substantially in 2018 due to the acquisition of 

100% of QBE’s construction employees’ compensation portfolio in Hong Kong.  Details are set out in paragraph 6.7.4.    
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3.2. THE SRALHK BRANCH 

Overview 

 As set out in paragraph 2.7.3, SRAL has received an approval-in-principle from the IA in 

respect of its application for the authorisation to carry out Classes A and D of long term 

reinsurance business and all classes of general reinsurance business in Hong Kong through 

the SRALHK branch.  The SRALHK branch is expected to continue its role as primary 

carrier for Hong Kong and other offshore markets like Taiwan, Guam and Macau. 

 The long term reinsurance business to be underwritten in the SRALHK branch is expected 

to be the same as in the current SRZHK branch, consisting of Class A (Life and annuity) 

and Class D (Permanent health), under Part 2 of Schedule 1 to the Ordinance. 

 The general reinsurance business to be underwritten in the SRALHK branch is expected to 

be the same as in the current SRZHK branch, consisting of all classes of general business 

as set out in paragraph 3.1.4, except Class 5 (Aircraft) and Class 11 (Aircraft liability), under 

Part 3 of Schedule 1 to the Ordinance. 

Fund structure 

 The SRALHK branch will use the fund structure as shown below.  It is designed to be the 

same as that of the SRZHK branch, except that the funds and sub-funds will bear the name 

of the SRALHK branch or Swiss Re Asia after the transfer: 

 SRAL long term business funds:  

- SRAL Class A Fund; and 

- SRAL Class D Fund.  

 SRAL general business fund.   

 As the SRALHK branch does not have any shareholders, a head office current account will 

be established and held under SRAL’s shareholder fund.   

Key statistics 

 The SRALHK branch is being specifically set up to underwrite the long term and general 

reinsurance business of the SRZHK branch and it will hold no reinsurance business prior to 

the completion of the Scheme.  Immediately after the Scheme is implemented, the SRALHK 

branch is expected to have the same business portfolio as SRZHK branch, which is 

described in the previous paragraphs.  

 According to the business plan submitted to the IA as part of the application for 

authorisation for SRAL to carry out reinsurance business through the SRALHK branch, the 

projected gross written premium and reinsurance liabilities (inward business) of the 

SRALHK branch under the HKIO basis in 2019-2022 are illustrated in Figures 3.4 and 3.5 

below.   

FIGURE 3.4:  PROJECTED GROSS WRITTEN PREMIUM OF THE SRALHK BRANCH (HKD 

MILLION) 
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FIGURE 3.5:  PROJECTED GROSS INSURANCE LIABILITIES UNDER THE HKIO BASIS OF 

THE SRALHK BRANCH (HKD MILLION) 
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 The Proposed Scheme of Transfer 

4.1. PURPOSE 

 The proposed Scheme is described in the documents produced by the Parties as presented 

to the Hong Kong Court.  

 The Parties wish to transfer all the long term business (under the Scheme) and general 

business (under the Section 25D Transfer and through novation) of the SRZHK branch to 

the SRALHK branch, as part of the regional restructuring of SRZ and its subsidiaries.  As 

the Swiss Re Group has respective regional headquarters in other parts of the world but not 

in Asia, it is intended that SRAL will serve as the regional headquarters of its reinsurance 

operations in Asia.  The Parties are making progress in establishing new SRAL branches or 

subsidiaries to replace SRZ’s existing branches in Australia (property and casualty), China, 

Hong Kong, India, Japan and Malaysia.  It should be noted that the business under the SRZ 

Korea branch was transferred to the SRAL Korea branch on 1 January 2019.   

 Other reasons provided for the restructuring include:  

 Demonstrating commitment to Asia – positioning the Swiss Re Group as a “first 

mover” among global peers and providing the platform to continue delivering on 

strategy as the leading reinsurer in the region.   

 Increasing the Swiss Re Group’s capabilities in providing industry-leading services 

and innovative solutions with a stronger local presence in Asia.   

 Strengthened decision making and governance – establishing a local Board, including 

external Board members with regional expertise, providing strategic direction to the 

Swiss Re Group’s regional business and enabling the Asia leadership team to take 

full responsibility for business results.   

 Transparency of capital allocation and return on capital – providing a platform for 

more informed decision making on allocating capital to markets, business lines and 

transactions as well as monitoring performance, in alignment with the Swiss Re 

Group’s strategic framework.   

 Executing on a human capital strategy with an operation that fosters career 

opportunities and attracts high-calibre local management talent.   

 The proposed Scheme involves the transfer of long term business from the SRZHK branch 

to the SRALHK branch only.  The transfer of general business is covered under the Section 

25D Transfer and through the use of novation.   

 I have taken into account information provided to me by the Parties, as listed in Appendix B 

of this report, when considering the proposed Scheme.  

 

4.2. EFFECTIVE DATE OF TRANSFER 

 Subject to the grants of the order of the Hong Kong Court for the transfer of long term 

business pursuant to Section 24 of the Ordinance, it is expected that the Scheme will take 

effect at 00:01 a.m. hours (Hong Kong time) on 1 January 2020 (the “Transfer Date” or the 

“Effective Date”), but it may be subject to change as mutually agreed between the Parties.    

 On the Effective Date of transfer, the SRZHK branch will transfer all the Transferring 

Business, all its employees and all other business undertakings under this Scheme to the 

SRALHK branch.   

 On the Effective Date of transfer, the SRALHK branch shall:  

 assume, perform and discharge the obligations and liabilities of the SRZHK branch 

under the Transferring Policies, and the SRALHK branch shall indemnify the SRZHK 

branch accordingly; and  
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 become entitled to the rights, interests and benefits of the SRZHK branch under the 

long term reinsurance policies.  

 On the same date, the SRALHK branch will transfer the consideration to SRZHK branch, 

equivalent to the net asset value of the Transferring Business as at the date falling one day 

before the Transfer Date, subject to any adjustments the Parties may agree, in exchange of 

the Transferring Business.  This consideration is funded by SRAL to SRALHK branch.  After 

successful completion of the transfer, SRZHK branch’s capital is expected to be repatriated 

to SRZ.  The Parties have confirmed that, following these actions, the SRALHK branch will 

have a capitalisation equal to that of the SRZHK branch before the Scheme is implemented.  

 

4.3. THE TRANSFERRING BUSINESS 

Transferring Business 

 The Scheme defines the “Business” to be the long term business carried on in or from Hong 

Kong by the SRZHK branch, consisting of the Transferring Assets, the Transferring 

Liabilities and the Transferring Policies.  In this report, to be more specific, the term 

“Transferring Business” has been used in the place of the Business.   

Transferring Policies 

 Transferring Policies mean all reinsurance policies underwritten by SRZ under and in 

respect of its long term business carried on in or from Hong Kong by the SRZHK branch for 

which any liability remains outstanding as at the Transfer Date, whether such reinsurance 

policies have expired, lapsed, terminated or otherwise, including all proposals or 

applications for reinsurance policies, certificates, supplemental coverages, endorsements, 

riders and ancillary agreements in connection therewith.  All proposals or applications 

received by SRZ but the processing of which has not been completed by SRZ prior to the 

Transfer Date, which shall be processed by SRAL by the SRALHK branch after the Transfer 

Date, will also be considered Transferring Policies. 

 On and with effect from the Transfer Date:  

 the SRALHK branch shall become entitled to all of the rights and powers of the 

SRZHK branch under, or by virtue of, the Transferring Policies;  

 the Transferring Policies shall on and with effect from the Transfer Date form part of 

the SRALHK branch’s long term business carried on in or from Hong Kong; 

 all rights and powers against the SRZHK branch available to the policyholder of every 

Transferring Policy shall cease and shall be substituted by the same rights and 

powers against the SRALHK branch;   

 all terms and conditions of the Transferring Policies (including proposal, quotations, 

slips, application forms, illustrative documents, principal brochures, riders, schedules 

and declarations) shall remain unchanged save that all references in the Transferring 

Policies to “SRZ” or “SRZHK branch”, its Board of Directors, Appointed Actuary, 

offices, auditors and any other officers and employees or agents shall be read as 

reference to and be changed to “SRAL” or “SRALHK branch”, its Board of Directors, 

Appointed Actuary, offices, auditors and any other officers and employees or agents 

(as the case may be); and  

 in particular, but without limitation, the SRALHK branch shall be bound by, observe 

and perform all terms, conditions and covenants of the Transferring Policies, assume 

all liabilities and satisfy all claims and demands arising out of or in respect of the 

Transferring Policies in every way as if the SRALHK branch and not the SRZHK 

branch had issued the Transferring Policies.   
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Transferring Assets 

 Transferring Assets means the property, assets or investments of the SRZHK branch 

(including any right, discretion, authority, power or benefit of the SRZHK branch under or by 

virtue of any Transferring Policies) as is attributable to the Transferring Business, wherever 

situated; and the rights, benefits and powers of the SRZHK branch under and by virtue of: 

 the contracts between the SRZHK branch and its insurance intermediaries in relation 

to the Transferring Business; 

 any retrocessions;  

 any lease, outsourcing agreements or arrangements, information technology and 

related contracts in respect of the Transferring Business;  

 any other contracts, agreements, arrangements or undertakings in respect of or 

concerning the Transferring Business; and 

 all tax assets attributable to the SRZHK branch, but excluding any tax asset arising 

from any unutilised tax loss by the SRZHK branch as at the Transfer Date. 

 On and with effect from the Transfer Date, the Transferring Assets shall, by virtue of the 

Hong Kong Order and without any further act or instrument and without investigation or 

requisition, be transferred by the SRZHK branch to, and vested in, the SRALHK branch, 

subject to any encumbrances in respect thereof.   

 There will be no remaining assets with the SRZHK branch after the Scheme, Section 25D 

Transfer and the novation of the general reinsurance contracts are completed. 

Transferring Liabilities 

 Transferring Liabilities mean all liabilities of SRZ as at the Transfer Date attributable to the 

Transferring Business including, without limitation, the liabilities and obligations (whether 

present, future or contingent) under or in relation to the Transferring Policies and 

Transferring Business associated liabilities, as well as tax liabilities and tax obligations 

attributable to the SRZHK branch.   

 On and with effect from the Transfer Date, all Transferring Liabilities shall, by virtue of the 

Hong Kong Order and without any further act or instrument and without investigation or 

requisition, be transferred by the SRZHK branch to, and become a liability of, the SRALHK 

branch, with the effect that the SRZHK branch shall be entirely released from and the 

SRALHK branch shall assume any liability in respect of such Transferring Liabilities.   

 Table 3.1 in the previous section shows the details of the Transferring Business of the 

SRZHK branch as at 31 December 2018, which is the latest set of statutory submission data 

available when this report is written.   

 Transferring Policies of the SRZHK branch are denominated in either HKD, USD, TWD or 

other currencies, mostly GBP, MOP and NZD. The split of in-force premiums denominated 

in HKD, USD, TWD and other currencies was approximately 60%, 33%, 6% and 1% 

respectively as at 31 December 2018.   

 There will be no remaining liabilities within the SRZHK branch after the Scheme, Section 

25D Transfer and the novation of the general reinsurance contracts are completed and I 

have been informed that the Swiss Re Group plans to apply to the IA for withdrawal of its 

reinsurance authorisation to carry out reinsurance business through the SRZHK branch and 

liquidate it after the Scheme is implemented.  
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4.4. TRANSFER OF STATUTORY RECORDS 

 The Statutory Records mean all books, files, registers, documents, correspondence, papers 

and other records that are required, by the applicable legal or regulatory requirement or 

corporate governance requirement (whether or not having the force of law), to be kept by 

the SRZHK branch and retained in its possession in respect of the Transferring Business.   

 On and with effect from the Transfer Date, the SRALHK branch shall assume, in place of 

the SRZHK branch, all rights and powers in holding and using (and transferring) all Statutory 

Records and other information relating to the policyholders, insureds, beneficiaries and 

assignees of, or any other persons relating to, the Transferring Policies, including, without 

limitation, the personal data (as defined under Section 2 of the Personal Data (Privacy) 

Ordinance (CAP 486)) of such policyholders, insureds, beneficiaries, assignees and other 

persons.   

 

4.5. FUND STRUCTURE UNDER THE SCHEME 

 The fund structure of the SRALHK branch is designed to incorporate the Transferring 

Business of the SRZHK branch upon establishment under the proposed Scheme.  The 

subdivision of the funds and the allocation of assets and liabilities among the comprising 

funds are described in paragraphs 4.5.2 to 4.5.6 below. 

 To incorporate the Transferring Business, the SRALHK branch will establish two funds 

effective from the Transfer Date:  

 SRAL Class A Fund which shall be maintained as a separate account for its Class A 

long term business; and 

 SRAL Class D Fund which shall be maintained as a separate account for its Class D 

long term business. 

 On and with effect from the Transfer Date: 

 All Transferring Policies, Transferring Assets and Transferring Liabilities which belong 

to the SRZ Class A Fund shall be allocated to and become part of the SRAL Class A 

Fund; and 

 All Transferring Policies, Transferring Assets and Transferring Liabilities which belong 

to the SRZ Class D Fund shall be allocated to and become part of the SRAL Class D 

Fund. 

 Effective from the Transfer Date, the SRALHK branch will establish a head office current 

account with SRAL, which is held under SRAL’s shareholder fund.  On and with effect from 

the Transfer Date, the SRZHK branch’s head office current account shall be transferred to 

and become part of the head office current account of the SRALHK branch and held under 

SRAL’s shareholder fund. 

 I understand that a general business fund will be established by the SRALHK branch, and 

both the assets and liabilities which belong to the general business fund of the SRZHK 

branch will be transferred to the general business fund under the SRALHK branch as a part 

of the Section 25D Transfer and the novation of the general reinsurance contracts. 

 The following diagram sets out the proposed change in fund structure under the proposed 

transfer: 
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FIGURE 4.1:  FUND STRUCTURE UNDER THE SCHEME 

 
 

4.6. FUTURE OPERATION 

 The SRALHK branch has undertaken to fulfil all of the policy contract conditions should the 

business be transferred.  This will include the responsibility for paying all benefits of claims, 

reinsurance commission and other amounts arising from the Transferring Business including 

the cost of administration.  

 

4.7. COST AND EXPENSES RELATED TO THE SCHEME 

 All costs in relation to the preparation of the Scheme and of its presentation to the Hong 

Kong Court for sanction and all other professional fees related thereto (including the 

Independent Actuary’s costs) will be covered by a dedicated project budget funded by SRZ.  

None of such costs shall be borne by the funds maintained by the SRZHK branch or the 

SRALHK branch pursuant to the Ordinance in respect of their respective long term or 

general reinsurance business of the SRZHK branch or the SRALHK branch.   
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 Impact of the Proposed Transfer – Effect on the 

Benefit Expectations of Transferring 

Policyholders 

5.1. INTRODUCTION 

 In this section I consider the major issues relating to the benefit expectations of the 

Transferring Policyholders.  In forming my opinion on this aspect, I have considered the 

various matters addressed in the following paragraphs. 

 As the SRZHK branch manages its Class A and Class D Transferring Policyholders as a 

whole, my opinion is made without distinguishing which class of long term business these 

Transferring Policyholders fall under. 

 

5.2. CONSIDERATIONS AFFECTING BENEFIT EXPECTATIONS OF REINSURANCE 

CEDANTS 

 As the reinsurance arrangements provide contractual benefits for either guaranteed 

premiums or non-guaranteed premiums, as well as contractual profit commissions, I need to 

consider the likely effects of the Scheme on the financial security of these contractual 

benefits.  This is covered in Section 6 of this report. 

 Since there are no discretionary benefits associated with the reinsurance arrangements, in 

this section I have mainly considered factors related to the fulfilment of contractual terms 

and provisions. 

  

5.3. CONTRACTUAL BENEFITS PROVISIONS 

 According to the Scheme, the SRALHK branch shall be bound by, observe and perform all 

terms, conditions and covenants of the Transferring Policies, assume all liabilities and 

satisfy all claims and demands arising out of or in respect of the Transferring Policies in 

every way as if the SRALHK branch has issued the policies.  Settlement of claims and profit 

commissions are part of these contractual terms and conditions.  Therefore, the SRALHK 

branch will continue paying the contractual benefits of the Transferring Policyholders of the 

SRZHK branch.   

 As a part of my review of the information provided by the Parties, I have looked at the major 

reinsurance treaties written by the SRZHK branch, with a focus on understanding the 

contractual benefits of the Transferring Policyholders.  I am aware that the other contractual 

benefits, in addition to the normal claims and profit commission payments, embedded in 

form of treaty features in the Transferring Policies include:  

 automatic acceptance of reinsurance up to a certain limit; 

 guaranteed coverage until policy maturity for some whole life plans; 

 guaranteed reinsurance premium rates once the policies have been in-force; and 

 limits on premium increases. 

 I have been informed that these guaranteed elements will not be altered after the Scheme is 

implemented.  The rights of these policyholders, as defined under their existing policy 

documents, will be the same before and after the transfer. 

 The Parties have also performed a high level review of the selected smaller reinsurance 

treaties written by the SRZHK branch that are not included in my review and confirmed that 

there are no unique treaty features where the rights and contractual benefits of the 

Transferring Policyholders may be adversely impacted by the Scheme. 
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 The Parties have confirmed that the asset management responsibility for the long term 

business fund assets will shift from SRZ to SRAL after the Scheme is implemented.  Assets 

of the Hong Kong branch will continue to be segregated from other assets of the wider 

SRAL entity.   

 While SRZ serves as the asset manager, certain services are further sub-delegated to 

group affiliates and third party managers, depending on asset class and where the Swiss Re 

Group decides to rely on external expertise.  Similar arrangements will be put in place to 

allow for third party managers to manage the long term business fund assets of the 

SRALHK branch after the Scheme is implemented, unless the strategic asset allocation is 

adjusted to invest in government bonds only, a scenario in which the assets would be 

managed by Swiss Re internally.  I have been informed that the SRALHK branch will follow 

the same investment guidelines as the SRZHK branch as set out in Section 7.5.  Therefore, 

I have no reason to believe there will be a materially adverse impact from asset 

management related changes. 

 

5.4. OTHER POLICIES SUBJECT TO COMPANY DISCRETION 

 For some of the reinsurance arrangements, the SRZHK branch has broad rights to adjust 

reinsurance premium rates either at each renewal date, or after the period where 

reinsurance premium rates are guaranteed, as set out in the reinsurance treaties.  

According to the Scheme, in accepting the Transferring Business, the SRALHK branch will 

retain the same rights with respect to these policies.  However, these rights exist whether or 

not the Scheme proceeds and I have no reason to believe the Scheme will lead to a 

materially adverse exercise of discretion in relation to the Transferring Policyholders of the 

SRZHK branch.  

 I understand from the Key Person of the Actuarial Function of the SRZHK branch that the 

decision to revise future reinsurance premium rates depends on a number of factors 

including: 

 Expense level of the branch; 

 Technical cash flows from the reinsurance treaties (e.g. claims); 

 Risk capital cost; 

 Debt funding cost; and 

 Tax. 

 These factors are the key metrics monitored under the Swiss Re Group proprietary 

Economic Value Management (“EVM”) framework, which is an integrated economic 

valuation and accounting framework used for business planning, pricing, reserving and 

overall management. 

 Given the operations and staffing of the SRALHK branch will be mostly the same as the 

SRZHK branch, the management expense level of the SRALHK branch is also expected to 

be very similar to that of the SRZHK branch.  Therefore, the future premiums charged to 

cedants are not expected to be increased materially because of the changes in expense 

level after the transfer.   

 The reinsurance technical cash flows depend largely on the actual experience of the 

reinsurance contracts and should not be affected by the Scheme.  The Scheme is also 

expected to have no impact on the risk capital cost, which is additional cost associated with 

holding capital within the Swiss Re Group due to factors such as agency costs, lack of 

transparency and the costs of financial distress.   
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 I understand that debt funding cost is a feature under the EVM framework which refers to 

the cost of capital held above economic valuation due to regulatory capital requirements.  

Given the concessions on the calculations of long term liabilities and the corresponding 

solvency capital will expire following the financial year ending 2019 and the IA is considering 

whether to allow the SRALHK branch to enjoy the same concessions, the regulatory capital 

requirements for the SRZHK branch immediately before the Transfer Date and the SRALHK 

branch immediately after the Transfer Date are expected to be the same if the concessions 

were granted by the IA.  Therefore I have no reason to believe the Scheme will affect the 

future reinsurance premium rates as a result of increased debt funding costs.  I will continue 

to keep the position under review and provide an update to my conclusions in the 

Supplementary Report, if relevant.   

 Given tax regime of the Transferring Business will remain unchanged after the Scheme is 

implemented (See Section 5.6 for more detailed descriptions on tax implications), the future 

reinsurance premium rates are not expected to be affected by the Scheme because of tax.    

 

5.5. COSTS AND EXPENSES IN RELATION TO THE SCHEME 

 The total cost incurred from the transfer is estimated to be USD1.3 million.  The costs are 

planned to be covered by a dedicated project budget funded by SRZ.  The SRZHK branch 

has confirmed that the costs and expenses incurred in relation to the Scheme are not 

expected to lead to an increase in the reinsurance premiums charged to reinsurance 

cedants as there is a dedicated project budget to fund the Scheme.  Therefore, I have no 

reason to believe there will be a materially adverse impact on the Transferring Policyholders 

of the SRZHK branch in this regard.  

 

5.6. TAX IMPLICATIONS 

 The SRZHK branch has been calculating its tax liability based on its total assessable profits, 

at the prescribed tax rate for Hong Kong profit tax of 16.5% on or before year of assessment 

2017/18 and 8.25% from year of assessment 2018/19 onwards (subject to the Hong Kong 

Inland Revenue Department’s agreement in the form of a Notice of Assessment for the 

relevant tax year).  Assessable profits on Class A (Life and annuity) long term business is 

assumed to be 5% of the net premiums written for the year.  For its Class D (Permanent 

health) long term business and general business, the assessable profits is calculated based 

on its taxable income, reduced by allowable tax deductions.  The SRZHK branch has no tax 

loss carried forward as of 31 December 2018.   

 The Parties have advised that all the tax balances, with the exception of the tax asset (i.e. 

deferred tax asset) arising from any unutilised tax loss carry forward as at the Transfer Date, 

of the SRZHK branch will be transferred to the SRALHK branch.  The tax liabilities (i.e. 

current tax payables in the 2018 year end audited accounts) of the SRZHK branch are 

HKD15.2 million and there is no tax asset (i.e. deferred tax asset) as of 31 December 2018.   

 The tax regime of the Transferring Business from the SRZHK branch to the SRALHK branch 

will remain unchanged after the Scheme is implemented.  Therefore, I have no reason to 

believe there will be a materially adverse impact on the Transferring Policyholders of the 

SRZHK branch in this regard. 

 

5.7. POLICY TERMS AND CONDITIONS 

 I am informed that there will be no change to the policy terms and conditions of in-force 

reinsurance policies as a result of the Scheme.  I have no reason to believe there will be a 

materially adverse impact on the policy terms and conditions of Transferring Policyholders 

due to the Scheme itself in this regard.  
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 The Parties have also conducted a review of reinsurance treaty terms and conditions other 

than those related to policyholders’ benefits on a meaningful and material sample basis, 

specifically assessing whether there are clauses that depend on the jurisdiction of the 

parent company.  The word “meaningful” means that in selecting the sample treaties across 

all Asian reinsurance operations, the Parties have reviewed those treaties which are more 

inclined to have non-standard terms and conditions, for example, legacy treaties and those 

reinsurance cedants who may have higher tendency to request non-standard terms and 

conditions historically.  The Parties have confirmed that there are no terms and conditions 

identified by the review which will cause a materially adverse impact following the change in 

jurisdiction of parent company of the branches after the implementation of the Scheme.  

Given the Parties’ opinion of the low likelihood that the treaties not being covered in the 

review contain non-standard terms and conditions, and the insignificant impact as a result of 

the existence of non-standard terms and conditions due to the relatively immaterial 

proportion of the non-covered treaties to the Parties’ total inforce premium in Asia, I am 

satisfied that, in itself, this has no materially adverse impact on the reasonable benefit 

expectations of the Transferring Policyholders of the SRZHK branch. 

 

5.8. CONCLUSION  

 In summary of my assessments above, I consider that the Scheme will not have a materially 

adverse effect on the reasonable benefit expectations of the Transferring Policyholders of 

the SRZHK branch. 

  



MILLIMAN CLIENT REPORT 
 

 27 June 2019 

 Impact of The Proposed Transfer – Effect on the 

Financial Security of Transferring Policyholders 

6.1. INTRODUCTION 

 In this section I consider the main issues relating to the financial security of the Transferring 

Policyholders.  In arriving at my opinion, I have considered the issues covered in the 

paragraphs below. 

 

6.2. CONSIDERATIONS AFFECTING FINANCIAL SECURITY OF POLICYHOLDERS 

 A variety of considerations have been brought into my assessment of the effect of the 

Scheme on the financial security of the Transferring Policyholders’ contractual benefits.  

With respect to SRZ, SRAL and their respective Hong Kong branches I have looked into the 

following: 

 Capitalisation policies; 

 Retrocessions and intra-group retrocessions; 

 Long term reinsurance portfolio risk profile; 

 General reinsurance portfolio risk profile; 

 Reserving practices; and 

 Solvency positions under the HKIO basis.  

 In addition, I have analysed the following issues with respect to the parent companies SRZ 

and SRAL specifically: 

 Solvency positions under HKIO and SST bases; 

 Credit rating; 

 Governance / management arrangements;  

 Risk policy and risk control framework; and 

 Regulatory overlay.  

 I have compared the solvency of the Parties under both HKIO and SST bases.  In general, 

having a higher solvency ratio and more capital in excess of required capital is beneficial to 

financial security, but it should be noted that the excess capital could potentially be removed 

in the future according to the capitalisation policies considered in the next section.  In the 

case where the Transferring Policies have moved to an entity with a lower solvency ratio but 

the ratio is still well above the Swiss Re Group requirements, and the new immediate parent 

has a similar capitalisation policy in place versus the parent before Scheme, I would not 

necessarily consider this will bring materially adverse impact to the Transferring 

Policyholders.  

 

6.3. CAPITALISATION POLICIES 

 The financial security of the Transferring Policyholders depends heavily on how the 

immediate parents are capitalised and to what extent capital could be transferred within the 

Swiss Re Group should any extreme adverse events happen that might jeopardise the 

financial position of any of its subsidiaries or branches.  The capitalisation policies I have 

reviewed are summarised below:  
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Swiss Re Legal Entity Capitalisation Policy 

 I have been provided with the Swiss Re Legal Entity Capitalisation Policy (“Capitalisation 

Policy”), which sets out the criteria, the process, and the roles and responsibilities of setting 

the target capitalisation of legal entities.  Legal entities are defined as any direct or indirect 

subsidiaries of Swiss Re Ltd, branches of them and holding companies to the extent that 

they are required to hold any form of local capital.   

 According to the Capitalisation Policy, SRZ is defined as a business unit parent entity, and 

SRAL is classified as "Level I" as it contributes to a large share of the total required 

regulatory capital of the Swiss Re Group, or has a material impact on the risk and capital 

profile of the Swiss Re Group.  Both SRZ and SRAL have to fully adhere to the policy and 

one key requirement is the level of capital that needs to be maintained. 

 All entities classified as "Level I" according to their high strategic and financial significance 

to the Swiss Re Group, including both SRZ and SRAL, are required to hold the total target 

capital amount under the Capitalisation Policy, which is the sum of the following: 

 Required regulatory capital is the minimum capital amount required by local 

regulations.    

 The volatility buffer is intended to keep the legal entity with sufficient capital to 

withstand a substantial loss event without requiring a replenishment of capital.  It is 

calculated according to local regulatory capital rules and at least annually based on 

year-end exposures and the planned strategic asset allocation for the following year.   

 The local add-on is only needed when the legal entity deems the amount of volatility 

buffer is insufficient for local needs, based on defined factors such as a local 

“respectability” capital requirement.   

 As defined in the Capitalisation Policy, a target capital range of +/- 10% is applied to all 

legal entities, except business unit holding companies (e.g. SRZ).  Through the year, if the 

amount of capital available at any point of time for a legal entity to meet local regulatory 

solvency requirements (“available capital”) is above or below the target capital range, the 

relevant legal entity agrees on appropriate measures to re-establish the capital position.  

The target capital is set based on the year end position and any excess capital is expected 

to be made available to the parent company of the legal entity via dividend, subject to the 

legal entity Board approval.    

Reinsurance Legal Entity Capitalisation Guideline and the Swiss Re Group Risk Policy 

 SRZ is expected to operate close to a target capital level of a prescribed percentage of SST 

ratio on a consolidated basis as defined by the Swiss Re Group Risk Policy (“Group Risk 

Policy”), which consists of the following components: 

 Required regulatory capital: larger of 100% SST ratio and shareholder’s equity of 

150% of nominal share capital. 

 Volatility buffer: is calculated once a year and based on the approach set out in 

paragraph 6.3.4.  

 Local add-on: difference between the consolidated SST target capital and the 

required regulatory capital plus volatility buffer, with a minimum of zero. 

 According to the Reinsurance Legal Entity Capitalisation Guideline (“Reinsurance 

Capitalisation Guideline”), SRZ is capitalised such that, as the reinsurance business unit 

parent entity, it ensures the operation as a whole covers statutory requirements, SST ratio, 

Standard & Poor rating capital and dividend capability targets.  SRZ therefore holds greater 

amount of target capital than its subsidiary legal entities to readily deploy as needed.   
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 Should SRZ run a deficit against its target capital level, as set out in paragraph 6.3.6, the 

Capitalisation Policy would require, the business unit's management would assess and 

agree with the Swiss Re Group management the appropriate capital measures to return to 

the target level.  On the other hand, SRZ will make available the excess capital above its 

target capital level to Swiss Re Ltd, subject to SRZ’s Board approval. 

Swiss Re Asia Pte. Ltd. Capitalisation Guideline 

 I have been provided with the Swiss Re Asia Pte. Ltd. Capitalisation Guideline (“SRAL 

Capitalisation Guideline”), which sets out the application of the capital-related principles for 

SRAL and the approach for setting the target capital and how it will be managed.   

 Under the SRAL Capitalisation Guideline, the target capital of SRAL (including SRAL Home 

and its branches) is the sum of:  

 Required regulatory capital: to maintain at least 100% MAS risk-based capital 

(“RBC”) ratio at the regulated fund level and at the same time maintain at least 120% 

MAS RBC ratio at SRAL legal entity level. 

 Volatility buffer: calculated based on the approach set out in paragraph 6.3.4.  

 Local add-on: set to zero, as the sum of the required regulatory capital and volatility 

buffer is in excess of local regulatory and client expectations. 

 According to the SRAL Capitalisation Guideline, SRAL derives financial support from SRZ 

mainly via capital injections, subject to approvals according to the SRZ Bylaws.  Examples 

of other remedial actions include implementing additional IGRs, adjustment of investment 

allocation, controlling or ceasing new business and divesting business to third parties.  

Actual capital in excess of the target capital range (i.e. +10% of its target capital) is 

expected to be made available to the Swiss Re Group through an annual dividend, subject 

to SRAL’s Board approval. 

 With this mechanism in place, I do not believe the Scheme will have a material adverse 

effect on the financial security of the Transferring Policyholders. 

 However, at the same time, I have also been reminded by the Parties that the above 

capitalisation policy and remedial action plans are a form of commitment by the 

management of the Swiss Re Group instead of a set of legally enforceable actions.  After 

discussing with the Parties, I believe it is highly improbable that in the future SRZ would 

choose not to provide support to SRAL when needed, as a result of the following:   

 Failure of SRAL would cause potentially irrecoverable reputational damage to the 

Swiss Re Group which would render its business model untenable. 

 Regulators of other legal entities under SRZ would likely impose punitive conditions 

on capital repatriation back to SRZ, causing the Capitalisation Policy to be 

unworkable. 

 The extensive program of IGR protection between SRAL and SRZ (as set out in 

Section 6.4) means any insurance event resulting in SRAL financial difficulties would 

have significant contractual support from SRZ.   

 The value of SRAL would have to be written off on SRZ’s balance sheet. 

Hong Kong Branch Capitalisation Guideline  

 I have also been provided with the Swiss Reinsurance Company Ltd, Hong Kong Branch 

Capitalisation Guideline (“the SRZHK branch Capitalisation Guideline”), which sets out the 

application of the capital-related principles for the SRZHK branch, the trigger points for 

management escalation and remedial action, as well as the approach for setting the target 

capital and how it will be managed.   
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 According to the SRZHK branch Capitalisation Guideline, the target capital of the SRZHK 

branch is the sum of the following and shall be at least 150% of the regulatory capital:  

 Required regulatory capital:  

- The minimum capital requirements of both the long term business fund and general 

business fund are determined in compliance with CAP 41F – Insurance (Margin of 

Solvency) Rules.  The requirements are taken into account of any of the 

concessions granted by the IA. 

- At least a 100% solvency ratio at the fund level.  

 Volatility buffer:  

- Long term business fund: the greater of the 3 to 5 large claims in a year and cover 

the “satisfactory financial condition” requirement for DST exercise as prescribed 

under the Actuarial Guidance Note 7 (“AGN7”). 

- General business fund: 7.5% of total outstanding claims and unexpired risk. 

 Local add-on: no local add-on is required.   

 According to the SRZHK branch Capitalisation Guideline, the SRZHK branch derives 

financial support from SRZ via capital injections, subject to approvals according to the SRZ 

Bylaws.  Other remedial actions as those mentioned in paragraph 6.3.11 are also 

considered to provide financial protection to the SRZHK branch.  On the other hand, actual 

capital in excess of the target capital range (i.e. 110% of its target capital) is expected to be 

made available to SRZ, subject to the approval of the Chief Financial Officer Reinsurance 

Asia.   

 Post transfer, I have been informed the SRALHK branch will be subject to the same 

capitalisation guideline as the SRZHK branch, and will continue to obtain financial support 

from SRAL when needed.   

 

6.4. RETROCESSION AND INTRA-GROUP RETROCESSION  

 The financial security of the Transferring Policyholders is dependent on the risks retained by 

the Hong Kong branch's reinsurance business, as well as those retained by the parent 

company of the branch.  The level of risks retained is reduced by retrocession arrangements 

put in place with other entities within the Swiss Re Group or external retrocessionaires.  My 

consideration here is to examine whether the protection provided by retrocessions at both 

branch level and parent company level on the financial security of the Transferring 

Policyholders is materially adversely affected after the Scheme is implemented: 

Retrocession arrangements for Hong Kong branch 

 The following retrocession arrangements in respect of the reinsurance business to be 

written in or from the SRZHK branch will be transferred to the SRALHK branch:  

TABLE 6.1:  RETROCESSION ARRANGEMENTS IN RESPECT OF BUSINESS WRITTEN BY 

THE SRZHK BRANCH 

Type of treaty Business covered Own retention Treaty limit 

Major 
reinsurers / 
share 

Surplus share for 
sum reassured 
above USD5 million, 
effective from 1 Jan 
2019 onwards 

Life reinsurance 
inward business  
(covers all life and 
health reinsurance 
business) 

Sum reassured 
below USD5 
million on all life 
and health 
business 

Nil SRAL / 100% 
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Type of treaty Business covered Own retention Treaty limit 

Major 
reinsurers / 
share 

20% Quota share 
(“QS”) 

Non-life 
reinsurance inward 
business 

80% Treaty limit determined by the 
Swiss Re Group basis and 
measured against past claims 
profiles.  Apply to contract 
year 2008 to 2012 only. 

National 
Indemnity 
Company / 
100% 

 

 According to the  application for authorisation to carry out reinsurance business through the 

SRALHK branch submitted to the IA, SRAL intends to implement the roll-over of the 

retrocession agreement covering the life and health reinsurance business of the SRZHK 

branch in order to protect the SRALHK branch from any adverse developments under this 

line of business.  In particular, the retrocessionaire of this agreement will be changed from 

SRAL to SRZ, and other than that, the terms and conditions will remain unaltered after the 

transfer.  This change is pending for approval by relevant Swiss Re internal bodies as part 

of their annual IGR review process, which is expected to happen by Q3 2019.  I will continue 

to monitor the situation and, if relevant, will provide an updated comment in the 

Supplementary Report in the event that the roll-over of the retrocession agreement fails to 

be implemented following the finalisation of this report and prior to the submission of final 

documents to the Hong Kong Court.  

 The 20% QS non-life retrocession agreement with the National Indemnity Company lapsed 

in 2012.  No new business is retroceded into the treaty.  However, it continues to cover the 

run-off of long tail retrocession business written within the contract years from 2008 to 2012.  

The in-force contracts from this treaty will be transferred to the SRALHK branch under the 

Scheme with no change in the terms and conditions.   

Retrocession arrangements for SRAL 

 In line with the Capitalisation Policy and Reinsurance Capitalisation Guideline, the IGR 

arrangements allow the Swiss Re Group’s business carriers, including SRAL, to enjoy the 

benefits of risk diversification across the Swiss Re Group’s portfolio by geography, type of 

exposure, (re)insurance arrangement and structure, and hence reducing the cost of capital 

and ultimately the premiums paid by reinsurance cedants.  IGR is defined as any technical 

reinsurance contract or transaction between the two legal Swiss Re Group entities which 

requires full consolidation from a financial reporting perspective.   

 At the Swiss Re Group level, the risk assessment for the SRAL’s IGR program (in respect of 

arm’s length pricing, capital efficiency and compliance with regulatory requirements) is 

delegated by the Swiss Re Group CFO to the Swiss Re Group IGR Governance Board. 

 I have been informed that SRAL entered into IGR arrangements with SRZ (both proportional 

and non-proportional) at the same time as the redomicilation to Singapore on 31 December 

2017.  The primary objective of the IGR program is to protect SRAL from legacy exposures 

and from large and frequent losses in excess of local risk tolerance levels.   

 Once SRAL establishes its Asian branch network, these branches will enter into IGR 

agreements with SRZ on equivalent terms to their current respective IGR programs.  Based 

on the latest plan on IGR shared by the Parties, I understand both L&H business and P&C 

business from the SRAL branches will be protected by different IGR arrangements as at the 

Transfer Date, namely: 

 Quota shares: Covering L&H retakaful business in Malaysia branch, as well as P&C 

reinsurance business in Korea, Malaysia and Japan branches; 

 Excess of loss: Covering P&C reinsurance business in Australia and Japan branches; 

and 

 Surplus: Covering L&H reinsurance business in Hong Kong branch.  
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 As at the Transfer Date, because the China and India branches will not yet be transferred, 

SRAL will continue its IGR protection to both L&H and P&C reinsurance business in both 

China and India.  At the same time, SRAL will continue to be protected through an IGR 

arrangement with SRZ in respect to these markets.    

 A brief summary of the SRAL’s business, as well as the IGR retrocession program of SRAL 

with SRZ covering these business as at the Transfer Date, are set out in Table 6.2 below.  

TABLE 6.2:  SRZ IGR PROTECTION OFFERED TO SRAL AS AT THE TRANSFER DATE 

Business written from Type of business covered IGR protection by SRZ 

SRZ Asia branches to 
SRAL and other business 
written by SRAL on or 
prior to the point of legal 
entity transfer to 
Singapore (i.e. 31 
December 2017) 

L&H, inward IGRs Nil 

P&C, inward IGRs 
Economic finality arrangement 100% QS, 
including ceding of claims expense reserves 

SRAL home 

P&C, inward IGRs Natural catastrophe stop loss 

L&H, onshore and offshore funds 75% QS 

Property, onshore and offshore funds 25% QS 

Casualty, onshore and offshore funds 75% QS 

SRAL Korea branch 
L&H Nil 

P&C 50% QS 

SRAL Malaysia branch* 
General and family retakaful 50% QS 

P&C 75% QS 

SRAL Australia branch* P&C Excess of loss in excess of USD20 million 

SRALHK branch* 
L&H Surplus share in excess of USD5 million 

P&C Nil 

SRAL Japan branch* 
L&H Nil 

P&C 
QS and excess of loss in excess of JPY5 
billion 

SRZ China subsidiary 

L&H, 90% inward IGRs 50% QS 

Property, 90% inward IGRs Nil 

Casualty, 90% inward IGRs 75% QS 

SRZ India branch 

L&H, 50% inward IGRs Nil 

Property, 50% inward IGRs Nil 

Casualty, 50% inward IGRs 75% QS 

 Note*:   The IGRs are planned as of the date of this report and mirrors the existing IGR arrangements from the current SRZ 

branches.  

 

 SRAL’s IGR programs will be overseen by the Treasury and Risk Management 

departments, who will monitor their liquidity and capital adequacy and report regularly to the 

SRAL executive management and its Board of Directors on capital and liquidity key 

performance indicators.  With SRZ being required to reimburse SRAL in the event of certain 

adverse insurance events, I do not expect the risks originating from the businesses of 

different SRAL branches to materially adversely affect the financial security of the 

Transferring Policyholders. 
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6.5. LONG TERM REINSURANCE PORTFOLIO RISK PROFILE  

 The proposed Scheme will expose the Transferring Business to different risks to different 

degrees from the immediate holding parents.  In overall terms, the pooling of risks among a 

larger reinsurance portfolio can be beneficial, since favourable experience in one area may 

offset adverse experience in another.  However, I need to consider whether any group of 

reinsurance cedants might be advantaged or disadvantaged by being exposed to certain 

risks to a lesser or greater extent than at present.  

Long term reinsurance risk profile for SRZ and SRAL  

 In terms of long term business risks, SRZ currently has more lines of business than SRAL, 

with much broader geographical coverage.  Therefore, if the proposed Scheme proceeds, it 

could be possible that the Transferring Business is exposed to fewer different types of risk 

compared to SRZ, while the diversification effect also needs to be considered.  In assessing 

the Scheme I have considered the various classes of business mentioned below.  

 Comparing the Parties, SRZ has a wider variety of business lines from different branches in 

Asia, Europe, Latin America and North America.  SRZ has business covering mortality, 

disability, health, longevity and capital solutions.  SRZ also has IGR arrangements with its 

subsidiaries in Australia, Europe and North America. 

 In comparison to SRZ, SRAL has a smaller number of in-force reinsurance treaties that 

mainly cover mortality and health business with less diverse risks. 

Long term reinsurance risk profile for SRZ branches transferred before or in conjunction with 

the Scheme  

 In accordance with the target portfolio transfer timeline shown under Table 2.3, the transfer 

of business under the SRZ Korea branch to the SRAL Korea branch was completed on 1 

January 2019.  The business under the SRZ Malaysia branch and the SRZ Japan branch 

will be transferred to the SRAL Malaysia branch and the SRAL Japan branch respectively in 

conjunction with the Scheme.  Therefore, when considering the change in risk profile of the 

immediate parent of the Transferring Business, the Korean, Malaysian and Japanese 

portfolios and their risk profiles should be considered under the post-Scheme parent.    

 Based on the risk dashboard of the SRZ Korea branch as of Q4 2018, I understand that the 

main increasing risk exposure of the Korean long term business relates to critical illness 

risk, while other lines of business including death, accidental death and hospital and surgical 

are relatively small, with stable experience.  The Korea branch is also having an ongoing 

project to explore options to diversify its reinsurance portfolio.  For now, the Parties consider 

the exposure is manageable by SRAL and hence no IGR is currently in place for its life and 

health business.   

 The SRZ Malaysia branch writes long term family retakaful business (Islamic compliant 

reinsurance) under Swiss Re Retakaful (“SRR”), mainly covering death, accidental death, 

critical illness and total permanent disability risks.  According to its 2018 Own Risk and 

Solvency Assessment (“ORSA”) report, SRR demonstrates strong solvency position over a 

three-year business projection period.  Three scenario tests have also been conducted for 

family retakaful business under SRR, whereby the selected scenarios are deemed to be 

material risks to the company.  Given the majority of the family retakaful business is 

anticipated to be risk contribution business (same concept as risk premium reinsurance) , 

the main risk is that the claims ratio is higher than priced for and is not rectified through re-

pricing, given all the existing treaty rates for individual mortality cover are guaranteed for the 

lifetime.  Nonetheless, SRR remains financially solvent under all the tested scenarios due to 

the protection of the current 75% quota share IGR arrangement with SRZ and this IGR 

arrangement continues to exist between SRAL Malaysia branch and SRZ. 
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 As for the Japanese portfolio, which will be transferred on the same date as the Transferring 

Business, I understand from the risk dashboard of the SRZ Japan branch as at December 

2018 that the main exposures for long term business relate to critical illness risk and 

mortality risk, both with healthy margins.  The key risks mainly come from lapse and critical 

illness, which are driven by the long duration of the underlying business.  Currently large 

structured reinsurance business is written directly with SRZ, rather than the SRZ Japan 

branch, given the branch lacks of capability and expertise with respect to certain support, 

such as asset management and cash funding.  Upon the completion of portfolio transfer to 

the SRAL Japan branch, new structured transaction business will be directly written through 

the SRAL Japan branch and subsequently 100% retroceded to SRZ through IGR.  This is 

similar to the current practice of writing to SRZ directly, with an expected modest increase in 

cost through managing the IGR.  Existing transaction business will remain with SRZ.   

 I have also been provided with the 2018 ORSA report for the SRZ Japan branch.  The 

solvency position of the SRZ Japan branch is projected to be relatively stable over the 

three-year projection period.  Nine stress scenarios were tested (including life and health 

risk and discontinuance of a significant client in life and health), with one reverse stress 

scenario that was deemed relevant to the Japanese portfolio.  Over the three-year financial 

projection, SRZ Japan branch is well capitalised to support various risks and able to operate 

without capital injection from Swiss Re Group even under the stressed scenarios.   

 For the three branches mentioned above, I have not identified any areas where additional 

long term reinsurance risk exposure resulting from their respective transfer is likely to have 

a materially adverse effect on the financial security of the Transferring Policyholders.  

 On top of their respective risk profiles, I am also aware that these branches are able to 

receive additional capital from the Swiss Re Group in the event of inadequate capital or 

liquidity, as they are also governed by the Legal Entity Capitalisation Policy. 

 In conclusion, I have no reason to believe the risk exposures from the Korean, Malaysian 

and Japanese life and health business will pose any materially adverse risks to the 

Transferring Policyholders. 

 

6.6. GENERAL REINSURANCE PORTFOLIO RISK PROFILE 

General reinsurance risk profile for SRZ and SRAL  

 SRZ and SRAL are large composite reinsurance companies with both long term and general 

reinsurance business, each making up of considerable size within their business mix.  

Because of the significance of the general reinsurance business, I have also considered the 

impact of the change in risk profile from the general reinsurance portfolio after the Scheme 

is implemented on the Transferring Business with input from my colleague Cathy Hwang. 

TABLE 6.3:  MIX OF BUSINESS BY PREMIUMS AND RESERVES AS AT 31 DECEMBER 2018 

 

Net earned premium Gross technical reserves Net technical reserves 

 
SRAL SRZ SRAL SRZ SRAL SRZ 

Long term reinsurance 25% 39% 11% 35% 15% 30% 

General reinsurance 75% 61% 89% 65% 85% 70% 
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 In the assessment of the potential risks of the general reinsurance portfolio on the 

Transferring Business, Cathy Hwang and I have considered the risk profile of SRZ 

(including the SRZHK branch) and SRAL.  After the Scheme is implemented, the general 

reinsurance portfolio of SRAL could be considered lower risk given its higher proportion of 

short-tail risks such as property and lower portion of long-tail risks such as liability and 

engineering.  Additionally, Cathy Hwang and I have been informed that the majority of the 

risks will ultimately be retroceded back to SRZ. 

TABLE 6.4:  MIX OF BUSINESS BY OUTSTANDING CLAIM RESERVES AND UNEARNED 

PREMIUM RESERVES AS AT 31 DECEMBER 2018  

 Outstanding claim reserves Unearned premium reserves 

 
SRZ SRAL SRZ SRAL 

 
Gross Net Gross Net Net Net 

Property 20% 15% 68% 84% 36% 43% 

Liability 38% 42% 4% 1% 19% 3% 

Motor 19% 21% 10% 3% 19% 13% 

Marine 2% 2% 6% 6% 1% 11% 

Engineering 6% 5% 8% 4% 10% 25% 

Others 14% 15% 4% 2% 16% 5% 

Figures may not be added up to 100% due to rounding. 

General reinsurance risk profile for SRZ branches transferred together with / before the 

Scheme 

 As mentioned earlier, it is also important to consider the Korean, Malaysian, Japanese and 

Australian portfolios of SRAL which has been / will be transferred from the respective 

branches of SRZ before or in conjunction with the Scheme, including the risk profile of their 

general reinsurance portfolios.   

 The majority of the Korean branch premiums are generated by proportional motor treaties, 

followed by property and accident & health risks.  Similarly, motor business contributed to 

the highest proportion of the gross unpaid claims.  The Malaysia branch (including retakaful) 

is dominated by property and motor risks, which are typically relatively short-tail.  Both the 

Japan and Australia branches of SRZ are dominated by non-proportional property risks.  In 

this aspect Cathy Hwang and I do not foresee any major issues being caused by the 

transfer of other SRZ branches into SRAL, with regard to the level of support available from 

SRAL to the SRALHK branch post-Scheme. 

TABLE 6.5:  MIX OF BUSINESS BY GROSS ULTIMATE PREMIUMS AND UNPAID CLAIMS AS 

AT 31 DECEMBER 2018 

 Gross ultimate premium Gross unpaid claims 

 
SRZ Korea 

SRZ 
Malaysia 

SRZ 
Retakaful 

SRZ Korea 
SRZ 
Malaysia 

SRZ 
Retakaful 

Property 19% 17% 50% 23% 42% 20% 

Liability 6% 1% 2% 9% 5% 1% 

Motor 49% 72% 20% 29% 24% 59% 

Marine 2% 2% 19% 3% 3% 9% 

Engineering 4% 7% 9% 18% 17% 8% 

Others 21% 1% 1% 18% 10% 2% 

Figures may not be added up to 100% due to rounding. 
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 Based on the above considerations, Cathy Hwang and I have not identified any potential 

areas of concern caused by the different general reinsurance portfolios of SRZ and SRAL 

that may have a materially adverse impact on the financial security of the Transferring 

Policyholders.  The portfolios of these branches are well-diversified, with a general focus in 

relatively short-tail proportional risks. 

 

6.7. RESERVING PRACTICES  

 I have been informed that both SRZ and SRAL have in place technical reserving policies 

respectively that govern how the actuarial reserves are determined to support the in-force 

reinsurance agreements.  The documents provided to me were the Swiss Reinsurance 

Company (SRZ) Technical Reserving Policy and the Swiss Re Asia Ltd (SRAL) Technical 

Reserving Policy.  These policies set out the methodology used for reserving, covering both 

long term and general business.  Local statutory reserving requirements need also be 

considered on top of these policies. 

 The methodology for long term business reserving is the same under both policies and, as a 

result, I have been informed that the reserving approach to be taken by the SRALHK branch 

will be the same as the SRZHK branch after the Scheme is implemented provided that the 

accounting concession and valuation relaxations mentioned in paragraph 2.7.4 are granted 

to SRAL by the IA. 

 Similarly Cathy Hwang and I have reviewed the methodology for general business under 

both policies and found that they are largely consistent.  We understand that the general 

reinsurance reserving approach and methodology to be used by the SRALHK branch will be 

the same as the SRZHK branch provided that the accounting concession and valuation 

relaxations mentioned in paragraph 2.7.4 are granted to SRAL by the IA, and the reserving 

of liabilities will be the responsibility of the same Key Person of the Actuarial Function. 

 In 2018, the SRZHK branch entered into an agreement to acquire 100% of QBE’s 

construction employees’ compensation portfolio in Hong Kong (“Project Apex”), covering 

both the existing liabilities and the unexpired portfolio as at 27 March 2018.  Cathy Hwang 

and I have reviewed the reserving approach adopted by the Certifying Actuary in deriving 

the reserves as at 31 December 2018, which consists of a re-estimate of expired risks as of 

March 2018, additional reserves for newly earned exposure over April to December 2018, 

less the claim payments made over the same period.  Based on information available, the 

assumptions adopted by contract segment do not seem unreasonable and the re-estimate 

as at 31 December 2018 of expired risks as of March 2018 is 1% higher than the March 

2018 valuation.  In estimating the liabilities in relation to newly earned premiums over April 

to December 2018, the Certifying Actuary adopted a weighted-average loss ratio based on 

most recent years’ portfolio experience.  Similarly Cathy Hwang and I have reviewed the 

methodology for the unexpired risks and opine that the unearned premium reserves held is 

adequate, hence premium deficiency reserves is not required as at 31 December 2018.  

The portfolio acquired includes two large multi-year contracts relating to government 

projects, the risks of which are unique and the claims experience largely uncertain given the 

limited current experience.  Nonetheless Cathy Hwang and I understand that the claims 

development on these contracts is being monitored closely and do not foresee any major 

issues pertaining to the Scheme implementation.  A reconciliation of Project Apex reserves 

held as at 31 December 2018 is shown below.   

TABLE 6.6:  PROJECT APEX RESERVES AS AT 31 DECEMBER 2018  

 
HKD million 

Gross claim reserves  

(a) Exposure up to March 2018 1,180 

(b) Re-estimate of (a) based on information up to 31 December 2018 1,192 
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HKD million 

(c) Additional reserves from newly earned premiums over April to December 2018 272 

(d) Claims paid over April to December 2018 118 

(e) Unallocated loss adjustment expense 51 

Total gross claim reserves as at 31 December 2018 = (b) + (c) – (d) + (e) 1,397 

Gross unearned premium reserves as at 31 December 2018 348 

 

Long term business - Policy reserves under HKIO basis 

 The SRZHK branch has been reporting under the Hong Kong regulatory regime, with the 

Key Person of the Actuarial Function and the auditor certifying compliance with the 

Ordinance.  The financial and solvency positions under the HKIO basis of SRZ and SRAL 

have also been provided in order for me to assess the impact from the Scheme. 

 I have not independently reviewed the reserve calculations of the Parties in detail.  I 

explicitly rely on the relevant Accountable Actuary, Certifying Actuary, Appointed Actuary, 

the Key Person of the Actuarial Function and management of the Parties that the reserves 

are appropriate with respect to regulatory compliance and accurate as presented.  The Key 

Person of the Actuarial Function and the auditor of the SRZHK branch, 

PricewaterhouseCoopers (“PWC”) have both certified compliance with Hong Kong 

Insurance Ordinance (CAP 41E – Insurance (Determination of Long Term Liabilities) Rules).  

I note that the results for SRZ and SRAL have been produced specifically for my 

assessment related to the Scheme and have not been audited.  In the context of my 

Independent Actuary opinion on the transfer of the Hong Kong portfolio of SRZ to the 

SRALHK branch, I believe the Parties have taken a reasonable approach to estimating the 

HKIO life portfolio results in order to compare the solvency ratios of SRZ and SRAL.  My 

opinion is formed by also considering the audited SST solvency results which have been 

provided for my analysis.   

 In the statutory valuation reporting process, the current procedure is that each year, the Key 

Person of the Actuarial Function of the SRZHK branch proposes the valuation methods and 

a set of valuation assumptions which are then used for statutory valuation purposes.   

 After the transfer, the procedures will remain the same such that each year the Key Person 

of the Actuarial Function of the SRALHK branch will propose the reserving methods and 

valuation bases to be used in the valuation exercises.  I have been informed that there will 

be no change in the procedures to determine the valuation methodology and assumptions 

before and after the transfer.  I am also informed that the Key Person of the Actuarial 

Function of the SRALHK branch is proposed to be the same person as the current Key 

Person of the Actuarial Function of the SRZHK branch.  Hence, in my view, there will be no 

materially adverse impact on the financial security of the Transferring Policyholders with 

respect to reserving practices.   

 

6.8. SOLVENCY POSITIONS UNDER THE HKIO BASIS 

 Under the HKIO basis calculation, solvency margins have been provided for SRZ and 

SRAL, in addition to the policy reserves in respect of the contracts in-force.  The table below 

displays the solvency positions calculation provided by the Parties as at 31 December 2018.  

Net assets are defined as the amount of total assets less intangible assets in excess of total 

liabilities.  Solvency margin refers to the minimum Hong Kong statutory solvency 

requirement and solvency ratio measures the solvency positions of the Parties.   
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TABLE 6.7:  ESTIMATED SOLVENCY POSITION OF THE PARTIES UNDER HKIO BASIS AS 

AT 31 DECEMBER 2018 

 

Pre-Scheme Post-Scheme 

USD million SRZ SRAL SRAL 

Surplus (Net Asset) 7,886 742 3,112 

Solvency Margin 5,067 296 988 

Solvency Ratio 156% 250% 315% 

 

Commentary on the solvency positions of SRZ and SRAL 

 The HKIO solvency ratio of SRZ was estimated by converting its balance sheet from Swiss 

statutory basis to HKIO basis.  This process involved a number of key changes including 

replacement of the carrying value of investment with fair value, using HKIO basis actuarial 

reserve in place of the Swiss statutory basis reserve and other adjustments.  The 

conversion was performed by the Parties and reviewed by both the Accountable Actuary 

and CFO of SRZ.  

 SRAL’s audited balance sheet has also been converted into HKIO basis from Singapore 

statutory basis following similar procedures, but less adjustments have been necessary 

given the similarities between the Singapore and Hong Kong bases.  The conversion was 

performed by the Parties and reviewed by both the Certifying Actuary and CFO of SRAL. 

 When estimating SRAL’s HKIO solvency ratio as at 31 December 2018, the post-Scheme 

solvency ratio shown in Table 6.7 was calculated including the SRZ branches transferred 

before and in conjunction with the Scheme.  In other words, the estimated post-Scheme 

surplus and solvency margin of SRAL shown above include also the Transferring Business, 

as well as the reinsurance business from the SRZ Japan branch, the SRZ Malaysia branch 

and the SRZ Australia branch (property and casualty only) in order to reflect the realistic 

position of SRAL immediately after the implementation of the Scheme.   

 As observed from Table 6.7, the estimated solvency position of SRAL post-Scheme is better 

than that of SRZ pre-Scheme under HKIO basis, which does not signify a situation where 

the financial security of the Transferring Policyholders is adversely impacted.  

 In the event that the transfers of the other branches planned to occur in conjunction with the 

Scheme are all cancelled or postponed, and the Scheme is implemented as at the Effective 

Date, the Parties have informed me that the estimated SRAL solvency ratio post-Scheme is 

close to its pre-Scheme solvency ratio.  My opinion stated in the previous paragraph will not 

change in this scenario.  

Commentary on the solvency position and key risks of the SRZHK branch  

 The SRZHK branch conducts Dynamic Solvency Testing calculations at the end of every 

financial year as prescribed under AGN7 issued by the Actuarial Society of Hong Kong and 

required by the IA, with the aim to project the likely solvency of the company under a range 

of adverse scenarios over a three-year projection period.   

 I have been provided with the DST results of the SRZHK branch as at 31 December 2017 

and observed that: 

 Under the base scenario, the solvency of the SRZHK branch is much higher than the 

target capital requirement of 150% as prescribed in the SRZHK branch Capitalisation 

Guideline throughout the projection period.  

 Under all the prescribed and plausible adverse scenarios, the SRZHK branch remains 

financially strong with assets exceed liabilities throughout the projection period.   
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 The prescribed scenario which results in the largest reduction in calculated solvency 

ratio at the second and third projection year is the high new business growth 

scenario.  This is because the high initial expenses and commissions are not deferred 

under the current accounting policy.   

 The plausible adverse scenario which results in the largest reduction in calculated 

solvency ratio is the medium term inflationary scenario (i.e. combination of increase in 

both interest rate and inflation and reduction in new business sales).  Due to the 

current historic low interest rates, an increase in interest rate is a risk driver in the 

short term as a result of the decrease in the market value to the SRZHK branch’s 

bond holdings. 

 On top of the prescribed and plausible adverse scenarios specified in AGN7, the 

SRZHK branch has also set up additional reverse stress testing scenarios to identify 

the possible critical scenarios where the net assets after solvency margin requirement 

would be just sufficient to run-off the portfolio at 2020 (i.e. asset equal to liability).  

The four reverse stress testing scenarios are constructed in combination with: 

1. Permanent increase in expense of 50%;  

2. A modest permanent increase in claims or a severe permanent increase in 

claims;  

3. Permanent zero lapse rate or best estimate lapse rate for two reinsurance 

treaties with structured lapse protection; and 

4. The two reinsurance treaties with structured lapse protection are recaptured 

in 2021 or continue to be ceded to the SRZHK branch. 

 The reverse stress testing scenario, combining a severe permanent increase in claim 

cost with the two reinsurance treaties with structured lapse protection ceded with best 

estimate lapse rates, has the most significant impact to the SRZHK branch's solvency 

position, in which the company’s assets will not be adequate to support liabilities by 

the end of the third projection year.  

 The DST report performed as at 31 December 2018 is not yet available as at the date of this 

report.  I have been informed by the Key Person of the Actuarial Function of the SRZHK 

branch that the risk profile of the branch as at the end of 2018 has not changed significantly 

compared to 2017.  I will consider whether the results presented in the DST report as at 31 

December 2018, that will be made available to me subsequent to the finalisation of this 

report, will have an impact on my opinions in relation to the Scheme in the Supplementary 

Report.  

 It is not expected that the risk profile of the SRZHK branch will change materially after the 

Scheme is implemented given the operation, composition of in-force book and risks faced 

will remain largely the same.  Therefore when the same DST exercise is conducted for the 

SRALHK branch, the conclusion should be broadly similar to the one conducted for the 

SRZHK branch.   

 

6.9. SOLVENCY POSITIONS UNDER THE SST BASIS 

Commentary on the solvency positions of SRZ and SRAL 

 As a FINMA regulated entity, SRZ is required to report and manage its business under the 

SST regime.  Based on MAS requirements, SRAL needs to report and manage its business 

under both the local regulatory basis as well as an economic basis.  SST is currently used 

as the economic basis for SRAL as set out in the Swiss Re Asia Pte. Ltd. Risk Appetite 

Framework (summarised under paragraph 6.12.9).  The calculation of SST ratio is 

described in Appendix E. 
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TABLE 6.8:  SOLVENCY POSITION OF THE PARTIES UNDER SST BASIS AS AT 1 JANUARY 

2019 

 

Pre-Scheme Post-Scheme (estimated) 

USD million SRZ SRAL SRAL 

Risk bearing capital after market value margin 26,414 1,164 2,473 

Target capital after market value margin 12,091 887 1,567 

SST ratio 218% 131% 158% 

 

 The solvency positions of SRZ and SRAL as at 1 January 2019 under the SST basis are 

summarised under the Table 6.8.  Similar to the HKIO basis calculation, the estimated post-

Scheme SST ratio of SRAL was calculated after including the SRZ branches transferred 

before and in conjunction with the Scheme.  The SST ratios of SRZ pre-Scheme and SRAL 

post-Scheme, after allowance for the branch transfers, are 218% and 158% respectively.   

 Despite SRAL having a lower SST solvency ratio than SRZ, an estimated solvency ratio of 

158% still suggests that the financial strength of SRAL is more than sufficient to comply with 

its internal capital requirement and withstand the 1 in 100 year extreme scenarios set out 

under the SST regime.  Together with the capitalisation policies and IGR arrangements in 

place which ensure capital and protection through IGR can be obtained by SRAL from SRZ, 

I have no reason to believe there will be a materially adverse impact to the financial security 

of the Transferring Policyholders following the implementation of the Scheme. 

 Although the post-Scheme SRAL SST results, in the event that the transfers of the other 

branches planned to occur in conjunction with the Scheme are all cancelled or postponed, 

are not available, the Parties have informed me that the SRAL risk appetite framework 

requires the maintenance of an SST ratio above SRAL’s risk tolerance level.  If the SST 

ratio drops below SRAL’s risk tolerance level, the framework requires management to 

consider what actions, if any, are required to maintain the SST ratio at a level acceptable to 

the Board.  As a result of this risk appetite framework, together with the SRAL capitalisation 

policies and IGR arrangements in place, even if the SST ratio, in the scenario of a Hong 

Kong branch only transfer, is below the 158% level, my opinion that there will not be a 

materially adverse impact to the financial security of the Transferring Policyholders following 

the implementation of the Scheme remains the same. 

 

6.10. CREDIT RATING 

 SRZ and SRAL have the same financial strength rating as the Swiss Re Group according to 

Standard & Poor (AA-), Moody’s (Aa3) and A.M. Best (A+). 

 

6.11. GOVERNANCE / MANAGEMENT ARRANGEMENTS  

Comparison between the governance of the SRALHK branch and the SRZHK branch 

 The governance of the SRALHK branch is expected to be different from the SRZHK branch 

because one of the key objectives (summarised under paragraph 4.1.3) is to establish and 

situate the governance locally in Asia.  However, I do not expect this to adversely impact the 

financial security of the Transferring Policyholders and I explain my reasoning below. 

 As SRAL will operate as a licensed reinsurer, classified as a Tier 1 insurer in Singapore 

based on its business size, SRAL as a whole will be subject to more stringent corporate 

governance requirements from the Singapore regulator, including the requirements under 

the Insurance (Corporate Governance) Regulations 2013 and Companies Act (Cap. 50).  I 

understand that SRAL has also made reference to the Guidelines on Corporate Governance 

for Financial Holding Companies, Banks, Direct Insurers, Reinsurers and Captive Insurers 
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issued by the Singapore regulatory authorities when designing its corporate governance 

rules. 

 In terms of governance arrangement after the Scheme is implemented, I have been notified 

by the Parties that the SRALHK branch will inherit the staff from the SRZHK branch and the 

branch governance structure of the SRALHK branch is planned to be the same as that of 

the SRZHK branch to ensure business continuity.  The composition and charter of the 

Branch Management Committee of the SRALHK branch largely resembles the existing one 

of the SRZHK branch.  I have been provided with the Branch Management Committee 

Charter of the SRZHK branch (“Charter”) before the transfer, effective as of 5 June 2018.  

The Charter sets out the following oversight responsibility of the Branch Management 

Committee for ensuring the governance of the branch: 

 business strategy and transactions; 

 governance and regulatory matters; 

 operations and finance; and 

 other administrative issues. 

 With the same Charter in place and the identical group of Branch Management Committee 

members, the philosophy of governance is not expected to be materially different after the 

Scheme is implemented apart from the fact that the Branch Management Committee will be 

accountable to the SRAL Board which has the ability to focus more on Asia specific issues. 

 On risk management and governance, risk policies (described in Section 6.12), standards 

and guidelines established at the Swiss Re Group and the SRZ level will continue to form 

the basis for risk management framework of SRAL.  Supplemental risk governance for 

SRAL will be established if deemed required by the SRAL Board of Directors and its 

executive management.  SRAL is also subject to the Swiss Re Group group-wide risk 

control framework. 

 In the case where the Scheme is not sanctioned by the Hong Kong Court, the proposed 

transfer will not take place and the Transferring Business, including the Transferring 

Policies, will remain with the SRZHK branch which will continue to be responsible for the 

Transferring Business using the existing management and governance framework that is 

already in place.   

 

6.12. RISK POLICY AND RISK CONTROL FRAMEWORK 

 The financial security of the Transferring Policyholders is also contingent on the risks faced 

by the SRZHK branch and the SRALHK branch, as well as the risks associated with their 

parent companies.  The risk policies govern how risks are managed within the Swiss Re 

Group and the risk policies I have reviewed include:  

The Swiss Re Group Risk Policy 

 The Swiss Re Group Risk Policy is the highest ranking risk governance document within the 

Swiss Re Group setting out the core operational elements, which are a full set of company 

internal intervention levels well above the FINMA intervention threshold (i.e. 100% SST 

ratio), as well as the governance around them.  The main purpose of the Swiss Re Group 

Risk Policy is to articulate the risk appetite framework (consists of risk appetite statement 

and risk tolerance), capital structure principles and risk management principles within the 

Swiss Re Group. 

 The risk appetite statement of the Swiss Re Group is documented in this policy which 

outlines the principles on acceptable risks, provides key directions for risk taking and 

controlling as part of implementing the Swiss Re Group's strategy: achieving targeted 

performance; providing liquidity and financial flexibility; managing capital adequacy; and 
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protecting and growing franchise value.  It is implemented through the Risk Limit Framework 

with details setting out in paragraph 6.12.7. 

 The risk tolerance criteria is also set out in this policy which describes the amount of risk 

that the Swiss Re Group and business units’ executive management are authorised to 

accept within the constraints imposed by their capital and liquidity resources, their strategy, 

and the regulatory and rating agency environment within which they operate.  According to 

this policy, the Swiss Re Group shall maintain an SST ratio close to the target capitalisation 

level.  Any breach in risk tolerance limit triggers the management protocols and may even 

cause the executive management to activate group recovery plan in case of a severe limit 

breach. 

 The capital structure principles describe how the Swiss Re Group aims to structure and 

price the funding of its business activities.  The key objective underlying these principles is 

to enhance financial flexibility.   

Business Unit Reinsurance Risk Management Standards 

 SRZ, SRAL and the SRZHK branch are all governed by Business Unit Reinsurance Risk 

Management Standards, which is reviewed every three years and articulates how the risk 

mandate and risk management principles specified in the Group Risk Policy are translated 

in a set of risk management activities that make up the risk control framework for the 

business units. 

 As the companies within the Swiss Re Group, SRZ, SRAL and their respective branches 

operate within a clearly defined risk control framework.  The framework defines the following 

key tasks, which are the core components of the Swiss Re Group’s risk management cycle: 

 Risk identification;  

 Risk measurement;  

 Risk Limit Framework, in which the risk taker takes risk under the authority delegated 

by the risk owner and subject to the controls of: risk tolerance respectability limits, risk 

limits and triggers, capacity limits and triggers as well as ex ante reviews;  

 Risk tolerance and appetite assessment of plan;  

 Risk reporting;  

 Model and tool assurance;  

 Valuation assurance; and 

 Insurance risk reviews, to assess the quality of decision-making in the taking of 

underwriting risks by performing independent assessments of costing, pricing, 

wording and claims handling. 

 After the transfer, I have been informed that the SRALHK branch will be subject to the same 

set of risk policies mentioned above and, as a consequence, I believe that there will be no 

materially adverse impact on the Transferring Policyholders from the risk management 

perspective post-Scheme. 

Swiss Re Asia Pte. Ltd. Risk Appetite Framework 

 Swiss Re Asia Pte. Ltd. Risk Appetite Framework (“SRAL Risk Appetite Framework”) 

articulates the risk appetite, risk tolerance and risk category limits applicable to SRAL and 

its branches.   

 SRAL fully adopts the principles stated in the risk appetite statement of the Swiss Re Group 

as described in paragraph 6.12.3 when setting out its own risk appetite framework.   

 As set out under SRAL’s risk tolerance statement, its risk tolerance limits include both a 

MAS RBC ratio at a prescribed level on a legal entity basis and an SST ratio at a prescribed 

level on a legal entity basis.  In case the SST ratio of SRAL falls below the monitoring 
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trigger, SRAL needs to perform various reasonable scenario testings to project the SST 

ratio for the next 1-year at least once per quarter.  If the projected SST ratios fall below the 

risk tolerance respectability criteria under the agreed scenarios, relevant SRAL 

management and Board committees need to be notified and actions plans are required to 

restore the solvency level to the limit.   

 Key risk exposure controls such as limits and triggers of the underlying risk factors, 

including L&H, P&C, credit, financial market and liquidity, are set out in this document.  

Breaches of these controls require notification of the limit-approving body including a plan 

for managing the consequence of the breach. 

 

6.13. REGULATORY OVERLAY 

 The financial security of the reinsurance cedants needs to be further considered from a legal 

perspective, especially when the Scheme involves moving from a Swiss parent to a 

Singaporean one.  Therefore, I have considered the regulatory overlay from two 

perspectives, including regulatory framework and solvency practice, as well as policyholder 

protection: 

Regulatory framework and solvency practice 

 I have considered the possible impacts on the financial security of the Transferring 

Policyholders from the perspective of regulatory framework and solvency practice.  Given 

this broad topic covers a number of important aspects which are difficult to be compared 

with a bottom-up approach, I have made reference to the reports of “Detailed Assessment of 

Observance – Insurance Core Principles” produced by the International Monetary Fund 

(“IMF”) on both the Singapore and Switzerland regulatory frameworks in drawing my 

conclusion. 

 In these reports, the IMF compared the Singaporean and Swiss regulatory frameworks and 

solvency practice versus the 26 Insurance Core Principles (“ICPs”) set out by the 

International Association of Insurance Supervisors that are regarded as the role model of 

regulatory framework.  Each of these 26 ICPs serves as the guideline on important 

regulatory aspects including but not limited to corporate governance, risk management and 

internal controls, supervisory review and reporting, capital adequacy, conduct of business, 

public disclosure, and etc.  The local regulatory frameworks are compared to the ICPs and a 

score ranging from “observed”, “largely observed”, “partly observed” to “not observed” will 

be given by the IMF on each ICP.   

 Based on the IMF reports, the regulatory framework in Singapore has 21 “observed” items 

and 5 “largely observed” items, while the regulatory framework in Switzerland has 16 

“observed” items, 7 “largely observed” items and 3 “partly observed” items.  These scores 

show that both regimes were held in high regard by the IMF. 

 Furthermore, in terms of day to day regulatory supervision, the IA maintains regulatory and 

supervisory authority of the operations in Hong Kong at all times that apply to both the 

SRZHK branch and the SRALHK branch. 

Policyholder protection 

 I have considered the policyholder protection provided to the Transferring Policyholders 

under both Swiss and Singaporean regulatory environments in the case where the branches 

become insolvent, from the perspectives of both available policyholder protection scheme 

and the creditor ranking of the reinsurance cedants in the case where the reinsurance 

company wind-up. 

 There is currently no relevant policyholder protection scheme in Hong Kong that provides 

protection should an insolvency happen. 
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 In Switzerland, there is currently no relevant policyholder protection scheme that provides 

protection should an insolvency happen. 

 In Singapore, there is a Policyholder Owners Protection Scheme designed for insurance 

company insolvency.  However, this scheme does not apply to reinsurance companies like 

SRAL.  Therefore, effectively there are no regulatory protection schemes that could protect 

the reinsurance cedants in both jurisdictions and the Scheme does not place the 

Transferring Policyholders in a more adverse situation in this regard. 

 In the event of the insolvency of the SRZHK branch (before the Scheme is implemented) or 

the SRALHK branch (after the Scheme is implemented), the ranking of policyholders would 

be governed by Hong Kong law and follow a pre-determined ranking set out by statute.  The 

Scheme has no impact on this pre-determined ranking. 

 In the event of the insolvency of parent companies (i.e. SRZ before the Scheme is 

implemented and SRAL after the Scheme is implemented), as the Hong Kong operation (i.e. 

the SRZHK branch before the Scheme and the SRALHK branch after the Scheme) is set up 

as a branch instead of a subsidiary, the wind-up of the parent company would automatically 

trigger the wind-up of the branch itself given it is part of the same company.  Therefore, 

similar to the treatment under the event of the insolvency of the Hong Kong branch, the 

ranking of reinsurance cedants would be governed by Hong Kong law and follow the pre-

determined ranking set out by statute which is not affected by the Scheme.   

 

6.14. CONCLUSION 

 Based on the policies provided, I recognise that the Transferring Policyholders will continue 

to be protected by the financial strength of SRZ after the Scheme is implemented through 

support from both the capitalisation policies and the IGR arrangements in the extreme event 

where SRAL faces financial difficulties.  I consider this to be an important factor in 

maintaining the financial security of the Transferring Policyholders post-Scheme.  This view 

is also supported by exactly the same credit rating being applied to SRZ and SRAL by the 

three main global rating agencies. 

 In view of my assessment above, I believe the Scheme is unlikely to expose the 

Transferring Policyholders of the SRZHK branch to new risks of significance.  I conclude 

there will be no materially adverse impact on the Transferring Policyholders’ financial 

security after the Scheme.   
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 Other Considerations for Transferring 

Policyholders 

7.1. INTRODUCTION 

 In this section, I have considered other operational areas that may impact the Transferring 

Policyholders if the Scheme proceeds. 

 

7.2. GROUP STRUCTURE 

 As the transfer occurs as part of the regional restructuring of SRZ and its subsidiaries, the 

structure of the Swiss Re Group will change after transfer. 

 The Swiss Re Group structure before the transfer is shown under Figure 2.1. 

 As a result of the restructuring, the SRALHK branch will replace the SRZHK branch.  The 

Swiss Re Group has similar plans for its other 6 Asian branches in different phases as set 

out in Table 2.3.  The restructuring process is targeted to be completed by 2021.  The 

ultimate target structure of the Swiss Re Group is shown under Figure 2.2.   

 As Swiss Re Ltd remains as the ultimate parent of the Swiss Re Group after the 

restructuring and all the Swiss Re Group policies continue to apply, I do not expect any 

materially adverse impact to the Transferring Business as a result of the change in group 

structure.   

 

7.3. POLICYHOLDER SERVICES 

 The main policyholder services provided by the SRZHK branch to the Transferring 

Policyholders include underwriting and ongoing administration of reinsurance contracts, 

receipt of premiums, adjudication and payment of claims.  These services are either 

provided by the SRZHK branch’s own staff or outsourced.  The current SRZHK branch 

employees and any outsourcing agreements in place contracts will also be transferred to 

and assumed by the SRALHK branch without substantial changes, where the employment 

contracts will be transferred via the Business Transfer Agreement and other non-

reinsurance contracts will be transferred under an ancillary order to be granted by the Hong 

Kong Court.  In addition, the SRALHK branch will continue to adhere to the Swiss Re Group 

Claims Guidelines and the Swiss Re Group Underwriting Standards as the SRZHK branch 

in terms of claims handling and underwriting of reinsurance contracts.  Therefore, I do not 

expect to see any materially adverse impact on the service provided as well as the service 

standards after the Scheme is implemented. 

 

7.4. OPERATIONAL CHANGES 

 I have been informed that the SRALHK branch will remain and continue to operate in the 

same office as the SRZHK branch and will continue to utilise the existing Swiss Re Group 

information technology infrastructure, applications and services as it is with the current 

SRZHK branch.  As such, I do not expect there to be any materially adverse impact on the 

operational aspects of the Transferring Business. 

 The Parties have informed me that the SRALHK branch will continue to follow the current 

Business Unit Continuity Plan set up for the SRZHK branch under the Group Business 

Continuity Management Policy.  The finance team, which will be inherited from the SRZHK 

branch, will continue to be responsible for production of local statutory reports in compliance 

with the accounting requirements and valuation regulations under the Ordinance.  Other 

internal functions including information technology and internal audit will also be operated in 

the same manner as in the SRZHK branch.  I, therefore, do not expect to see any materially 
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adverse impact on business continuity and meeting regulatory requirements in financial 

reporting.   

 Under the Scheme, apart from the employment contracts mentioned, all non-reinsurance 

contracts including contracts with internal service providers from other entities within the 

Swiss Re Group as well as contracts with external service providers are transferred to and 

assumed by SRAL by virtue of an ancillary order subject to the instructions of the Hong 

Kong Court.  Furthermore, I understand that the Parties are currently reviewing if there are 

any non-reinsurance contracts which cannot be transferred by virtue of the ancillary order 

(i.e. pure P&C contracts), and these contracts will be transferred via novation instead. 

 

7.5. INVESTMENT POLICY 

 The SRZHK branch is governed by the Swiss Reinsurance Company Ltd, Hong Kong 

Branch Investment Guidelines, which defines the investment strategy, investment 

mandates, specific investment requirements, and investment related control process. 

 After the transfer, the investment guidelines for the SRALHK branch are very similar to the 

SRZHK branch’s investment guidelines.  Therefore I do not expect this will have any 

materially adverse impact on the Transferring Policyholders as a result of the Scheme in this 

regard.  

 

7.6. UNSETTLED CLAIMS 

 All claims made and unsettled before the Transfer Date shall be transferred to the SRALHK 

branch on and with effect from the Effective Date as part of the Transferring Liabilities.  

Existing contract terms and conditions will continue to govern the assessment of the claim 

and the SRALHK branch will take over the processing of the claims from the SRZHK branch 

and be responsible for any subsequent payment to reinsurance cedants.  Overall, I do not 

expect this will have any materially adverse impact on the Transferring Policyholders as a 

result of the Scheme. 

 

7.7. CONTINUITY OF LEGAL PROCEEDINGS 

 On and with effect from the Transfer Date, by virtue of the Hong Kong Order, any judicial, 

quasi-judicial, disciplinary, administrative, arbitration or legal proceedings pending or 

complaints by or against the SRZHK branch in relation to the Transferring Policies, 

Transferring Assets and Transferring Liabilities shall be continued by or against the 

SRALHK branch, in substitution for the SRZHK branch and the SRALHK branch shall be 

entitled to the same defences, claims, counterclaims and rights of set-off as the SRZHK 

branch in respect thereof.  I am satisfied that, in itself, this will not have a materially adverse 

impact on the Transferring Policyholders as a result of the Scheme. 

 

7.8. PREMIUMS, MANDATES AND OTHER INSTRUCTIONS  

 The SRALHK branch shall be irrevocably authorised to endorse for payment any cheques, 

drafts, orders, postal orders or other instruments payable to, or to the order of, the SRZHK 

branch and received by the SRALHK branch in respect of premiums paid or loan 

repayments (if any) under the Transferring Policies on or after the Transfer Date.  The 

SRALHK branch shall be entitled to any and all defences, claims, counterclaims and the 

right of set-off against or under the Transferring Policies which would have been available to 

the SRZHK branch prior to the transfer.   

 The SRALHK branch shall have the sole responsibility for billing and collecting premiums 

and paying all applicable taxes in respect of premiums received under the Transferring 

Policies on or after the Transfer Date.    
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 Any mandate, autopay authority, standing order or other instruction in force on the Transfer 

Date and providing for the payment by a bank or other intermediary of premiums payable to 

the SRZHK branch in respect of any of the Transferring Policies shall, from and after the 

Transfer Date, take effect as if the same had been provided for and authorised in favour of 

the SRALHK branch. 

 

7.9. VARIATIONS TO THE SCHEME 

 Subject to paragraph 7.9.3, SRZ and SRAL may apply to the Hong Kong Court for consent 

to modify, vary or amend the terms of this Scheme, subject to any conditions which the IA or 

the Hong Kong Court may impose.  

 Subject to paragraph 7.9.3, the terms of this Scheme shall be modified, varied or amended 

in accordance with such consent or conditions as may be given by the Hong Kong Court 

under paragraph 7.9.1. 

 The consent of the Hong Kong Court shall not be required in relation to: 

 modification(s), variation(s) or amendment(s) to correct manifest error(s) of this 

Scheme; or  

 when the modification(s), variation(s) or amendment(s) is/are reasonably considered 

by SRZ and SRAL to be necessary to ensure that the provisions of this Scheme 

operate in the intended manner where there is a change in the relevant laws or 

regulations; 

provided that the IA has been notified of the same and has indicated that it does not object 

thereto. 

 

7.10. CONCLUSION 

 I consider the above various operational areas, including the levels of service provided, will 

not have a material negative impact on the Transferring Policyholders and should provide 

sufficient safeguards in the Scheme to ensure that the Scheme operates as presented. 

 While I do not expect my conclusions to change, I will prepare a Supplementary Report to 

the Hong Kong Court prior to the final hearings to update the findings and draw any 

significant developments or changes that may affect policyholders to the attention of the 

Hong Kong Court.  I would expect the Supplementary Report to include consideration of the 

following, if relevant:  

 updated commentary on the solvency position of the SRZHK branch based on the 

DST results as at 31 December 2018;  

 updated commentary on the acceptance of the elected taxation basis of the SRALHK 

branch by the Inland Revenue Department;  

 updated commentary on the approval by the relevant Swiss Re internal bodies of the 

IGR agreement with SRZ covering the life and health reinsurance business of the 

SRALHK branch after the Scheme is implemented;  

 any material changes to the reinsurance portfolio risk profile of SRZ and its legal 

entities and of SRAL and its branches;  

 policyholder responses regarding the Scheme; and  

 any other material developments that have occurred since the date of this report.  
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 Impact of the Proposed Transfer on the Non-

Transferring SRZ Policyholders 

8.1. INTRODUCTION 

 While I have considered the effects of the Scheme on the Transferring Policyholders 

extensively in this report given they are under the jurisdiction of the Hong Kong Court, I also 

consider the effects of the Scheme on the Non-Transferring SRZ Policyholders and the 

effects of the Scheme on the Existing SRAL Policyholders to ensure the Scheme does not 

bring materially adverse impact to policyholders of both Parties. 

 My considerations on the Non-Transferring SRZ Policyholders are discussed in this section, 

while considerations of the Existing SRAL Policyholders are provided in Section 9.  When 

forming my opinion in this section, I have relied upon the professional opinion of the 

Accountable Actuary of SRZ. 

 

8.2. BENEFIT EXPECTATIONS 

 Given the Non-Transferring SRZ Policyholders are essentially the reinsurance cedants of 

SRZ’s business from its global operations in more than 30 countries, my opinion is made 

without investigating in detail the characteristics of the business in each country.   

 Same as the comment I have made for the Transferring Policyholders, when considering the 

effects of the Scheme on the benefit expectations of the Non-Transferring SRZ 

Policyholders, I have mainly considered factors related to the fulfilment of contractual terms 

and provisions. 

Contractual benefit provisions 

 When forming my opinion on contractual benefits provision, I have not attempted to look at 

the contractual benefits provided by SRZ.  However, given the SRZHK branch is only a 

small part of SRZ’s entire business, I agree with the Accountable Actuary’s opinion that the 

benefit expectations of the Non-Transferring SRZ Policyholders in terms of SRZ’s ability to 

pay valid claims, as well as to act appropriately in other contractual matters, should be 

unchanged. 

Other policies subject to company discretion 

 For some of the reinsurance arrangements, SRZ has broad rights to adjust reinsurance 

premium rates either at each renewal date, or after the period where reinsurance premium 

rates are guaranteed, similar to the features found in the reinsurance treaties of the SRZHK 

branch.   

 I understand that decision to revise future reinsurance premium rates depends also largely 

on the same EVM framework factors as mentioned under paragraph 5.4.2, including 

expense level of the branch or subsidiary, technical cash flows from the reinsurance 

treaties, risk capital cost, debt funding cost, and tax.  

 Given the costs and expenses in relation to the Scheme is covered by a dedicated project 

fund, and these costs are very small in the context of SRZ’s overall expense base, this is 

not expected to have any impact on the expense level of SRZ and its legal entities.   

 In addition, as the legal jurisdictions, as well as the regulatory requirements, of SRZ and its 

legal entities will not be changed because of the Scheme, it is expected to have minimal 

impact on the technical cash flows from the reinsurance treaties, risk capital cost, debt 

funding cost and tax.  
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 Therefore, in conclusion, apart from the fact that these rights exist whether or not the 

Scheme proceeds and I have no reason to believe the Scheme will lead to a materially 

adverse exercise of discretion in relation to the Non-Transferring SRZ Policyholders. 

Policy terms and conditions 

 The Accountable Actuary of SRZ has confirmed that there will be no change to the policy 

terms and conditions of in-force Non-Transferring SRZ Policies as a result of the Scheme.  

 

8.3. FINANCIAL SECURITY 

 My assessment of the effect of the Scheme on the financial security of the Non-Transferring 

SRZ Policyholders includes a number of considerations: 

 Materiality of the Transferring Business; 

 Capitalisation policies; 

 Other group wide policies on risk and reserving; 

 Reinsurance portfolio risk profile and solvency position; 

 Governance / management arrangements; and 

 Regulatory environment.  

Materiality of the Transferring Business 

 Given the size of the Transferring Business is relatively immaterial to SRZ, I would not 

expect the transfer to materially adversely affect the financial security of the Non-

Transferring SRZ Policyholders.  To illustrate the relative size, based on the financial 

statements as at 31 December 2018, the assets and liabilities of the SRZHK branch 

represent less than 1% of SRZ’s assets and liabilities respectively.  

Capitalisation policies 

 SRZ has a strong SST ratio of 218% as at 1 January 2019, and has a number of 

capitalisation policies set up to maintain this healthy solvency position.  I have described in 

detail the capitalisation policies provided to me under Section 6.3.  In essence, the key 

principle from the capitalisation policies is that should any of SRZ’s legal entities run a deficit 

against its target capital, SRZ should provide capital contribution to the legal entity to restore 

its capital position.  At the same time, legal entities with sufficiently higher capital level than 

their target capital would have their capital repatriated back to SRZ.  

 Given the Scheme will not change any of the capitalisation policies, I have no reason to 

believe the abovementioned mechanism would be materially adversely affected by the 

Scheme. 

Other group wide policies including risk and reserving 

 I have been informed that, none of the group wide policies will be changed as a result of the 

Scheme.  Risk policies, risk control frameworks and reserving policies are the ones that I 

consider to be more relevant to the financial security of the Non-Transferring SRZ 

Policyholders.  

 With the risk policies and risk control frameworks expected to be maintained in the same 

way, the Scheme is expected to have no impact on how risks are managed within SRZ.  

Details of the risk policies and risk control frameworks have been provided under Section 

6.12. 
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 As discussed under Section 6.7, SRZ has in place the Swiss Reinsurance Company (SRZ) 

Technical Reserving Policy which governs how the actuarial reserves to support the in-force 

reinsurance policies including those owned by the Non-Transferring SRZ Policyholders.  

Given the actuarial reserve calculations will still be governed by the same reserving policy 

regardless of the implementation of the Scheme, the Scheme is not expected to have 

materially adverse impact on the level of actuarial reserve held by SRZ for future payment to 

the Non-Transferring SRZ Policyholders. 

Reinsurance portfolio risk profile and solvency position 

 After the implementation of the Scheme, although the Transferring Policyholders would 

have been moved from the SRZHK branch to the SRALHK branch, SRZ will remain as the 

ultimate parent company of the SRALHK branch, given SRAL is wholly owned by SRZ.  

Therefore, from the perspective of SRZ, there would not be a materially adverse impact on 

the overall risk profile and solvency position at a group level.  The solvency position of SRZ 

should also not be materially adversely affected.  Hence I have no reason to believe there 

would be any materially adverse impact on the financial security of the Non-Transferring 

SRZ Policyholders in this regard. 

Governance / management arrangements  

 The governance of SRZ and its legal entities is not expected to be affected by the Scheme 

as the structure, staff management, as well as the internal guidelines maintained by SRZ 

around corporate governance are independent of the Scheme.  Also, the management 

committee charters are already in place whether or not the Scheme proceeds and I have no 

reason to believe these, together with the philosophy of governance will be materially 

different following the implementation of the Scheme. 

Regulatory environment 

 Given the applicable regulatory requirements in different legal jurisdictions will continue to 

apply after the implementation of the Scheme as SRZ and its legal entities continue to 

operate in their current jurisdictions, there will be no impact from the Scheme on the 

regulatory framework, solvency practice, corporate governance and policyholder protection 

rules that apply to SRZ and its legal entities.   

 

8.4. OTHER CONSIDERATIONS 

Group structure 

 As the transfer originates from the regional restructuring of SRZ and its subsidiaries which 

will lead to a change in structure of the Swiss Re Group, I have to consider the potential 

impact on the Non-Transferring SRZ Policyholders. 

 Same as the comments I have made under Section 7.2, given the ultimate parent of the 

Swiss Re Group remains the same after the implementation of the Scheme and all the 

group policies will continue to apply, I do not expect there to be any materially adverse 

impact to the Non-Transferring SRZ Policyholders as a result of the change in group 

structure.  

Policyholder services and operational structure 

 Similar to my comment under Section 7.3, the main policyholder services provided by SRZ 

and its legal entities include mainly underwriting and ongoing administration of reinsurance 

contracts, receipt of premiums, adjudication and payment of claims.  The Scheme itself 

would not cause any changes to the personnel providing these services in the entities under 

SRZ located in different parts of the world.  Therefore, I do not expect the Scheme to have 

any materially adverse impact to the policyholder services provided to the Non-Transferring 

SRZ Policyholders. 



MILLIMAN CLIENT REPORT 
 

 51 June 2019 

 Following the argument in the previous paragraph, the Scheme is also not expected to have 

any materially adverse impact on the operational aspects, including the operational 

elements I summarised under Section 7.4.  

 

8.5. CONCLUSION 

 Taking account of the above considerations, I am satisfied that the Scheme will not 

materially adversely affect both the reasonable expectations with regard to benefits and 

levels of service, as well as the financial security of the Non-Transferring SRZ Policyholders.  
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 Impact of the Proposed Transfer on the Existing 

SRAL Policyholders 

9.1. INTRODUCTION 

 In this section I consider the effects of the Scheme on the Existing SRAL Policyholders.  

When forming my opinion, I have relied upon the professional opinion of the Certifying 

Actuary of SRAL. 

 

9.2. BENEFIT EXPECTATIONS 

 Same as the comment I have made previously, when considering the effects of the Scheme 

on the benefit expectations of the Existing SRAL Policyholders, I have mainly considered 

factors related to the fulfilment of contractual terms and provisions. 

Contractual benefit provisions 

 When forming my opinion on contractual benefits provision, I have not attempted to look at 

the contractual benefits provided by SRAL.  However, I have been informed by the 

Certifying Actuary of SRAL that there will be no change to the contractual benefits provided 

to the Existing SRAL Policyholders following the implementation of the Scheme, and that 

valid claims will continue to be paid when due in the same manner as before the Scheme. 

Other policies subject to company discretion 

 For some of the reinsurance arrangements, SRAL has broad rights to adjust reinsurance 

premium rates either at each renewal date, or after the period where reinsurance premium 

rates are guaranteed, similar to the features found in the reinsurance treaties of the SRZHK 

branch.   

 I understand that the decision to revise future reinsurance premium rates depends also 

largely on the same EVM framework factors as mentioned under paragraph 5.4.2, including 

expense level of the branch or subsidiary, technical cash flows from the reinsurance 

treaties, risk capital cost, debt funding cost, and tax.  

 Given the costs and expenses in relation to the Scheme are covered by a dedicated project 

fund, this is not expected to have a material impact on the expense level of SRAL and its 

branches.   

 As the legal jurisdictions, as well as the regulatory requirements, of SRAL and its branches 

will not change because of the Scheme, therefore the Scheme is expected to have little 

impact on the technical cash flows from the reinsurance treaties, risk capital cost, debt 

funding cost and tax.   

 Therefore, in conclusion, apart from the fact that these rights exist whether or not the 

Scheme proceeds and I have no reason to believe the Scheme will lead to a materially 

adverse exercise of discretion in relation to the Existing Policyholders of the SRAL. 

Policy terms and conditions 

 The Certifying Actuary of SRAL has confirmed that there will be no change to the policy 

terms and conditions of the Existing SRAL Policies as a result of the Scheme.   
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9.3. FINANCIAL SECURITY 

 My assessment of the effect of the Scheme on the financial security of the Existing SRAL 

Policyholders includes a number of considerations: 

 Materiality of the Transferring Business; 

 Capitalisation policies; 

 Other group wide policies on risk and reserving; 

 Reinsurance portfolio risk profile and solvency position; 

 Retrocession and intra-group retrocession; 

 Governance / management arrangements; and 

 Regulatory environment. 

Materiality of the Transferring Business 

 When considering the relative size of the Transferring Business relative to the overall size of 

SRAL, I understand that the Transferring Business is less than one quarter of the size of 

SRAL if I compare their assets and liabilities extracted from their financial statements.  

Considering the SRZ branches that will be transferred before or in conjunction with the 

Scheme, this percentage is likely to be lower as at the Effective Date assuming the normal 

course of business during 2019.  

Capitalisation policies 

 SRAL maintains a strong solvency ratio relative to MAS requirements and has in place the 

SRAL Capitalisation Guideline (described under Section 6.3) which aims to maintain a 

healthy solvency ratio.  According to the same guideline, in the event when this ratio falls 

below the target capital range then there would be management actions to improve the 

situation but under most circumstances SRZ will provide additional capital to SRAL.  The 

Certifying Actuary of SRAL has supplemented that this type of capitalisation policy has 

operated throughout the Swiss Re Group over many years and there are many actual 

examples where capital has been put into local legal entities very quickly once it has been 

requested by the respective local entity.  

 In addition, I understand that at a SRAL Board meeting in March 2019, an economic 

tolerance within the risk appetite framework was agreed.  If the SST ratio of SRAL falls 

below the monitoring trigger, the management will need to consider what actions, if any, are 

required to maintain the SST ratio at a level acceptable to the Board.  This has been 

documented under the SRAL Risk Appetite Framework as described in paragraph 6.12.9 

and I expect this to provide additional guidance for the management of SRAL to operate the 

company on a prudent basis.  

Other group wide policies including risk and reserving 

 Following the implementation of the Scheme, all of the group wide policies should remain 

unchanged.  Risk policies, risk control frameworks and reserving policies are the ones that I 

consider to be more relevant to the financial security of the Existing SRAL Policyholders.  

 With the risk policies and risk control frameworks expected to be maintained in the same 

way, the Scheme is expected to have no impact on how risks are managed within SRAL.  

Details of the risk policies and risk control frameworks, as well as the SRAL Risk Appetite 

Framework, have been discussed under Section 6.12. 
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 As discussed under Section 6.7, SRAL has in place the Swiss Re Asia Ltd (SRAL) 

Technical Reserving Policy which governs how the actuarial reserves to support the in-force 

reinsurance policies including those owned by the Existing SRAL Policyholders.  Given the 

actuarial reserve calculations will still be governed by the same reserving policy regardless 

of the implementation of the Scheme, it is not expected to have materially adverse impact 

on the level of actuarial reserve held by SRAL for future payment to the Non-Transferring 

SRZ Policyholders. 

Reinsurance portfolio risk profile and solvency position 

 After the implementation on the Scheme, together with the SRZ branches transferred in 

conjunction with the Scheme, SRAL as a whole will have a change in risk profile in light of 

these additional reinsurance portfolios.  My consideration here is whether or not these 

reinsurance business will lead to a change in risk profile that will materially adversely impact 

the Existing SRAL Policyholders. 

 The reinsurance risk profiles of the businesses of the SRZ branches transferring in 

conjunction with the Scheme have been described under Section 6.5, and the key risks 

under the Transferring Business have been outlined under paragraph 6.8.8 as identified 

through the DST exercise performed by the SRZHK branch on an annual basis.  Overall, I 

have not identified any areas where additional long term risk exposure resulting from these 

reinsurance business are likely to have a materially adverse effect on the financial security 

of the Existing SRAL Policyholders. 

 Based on the comparison of solvency ratio under HKIO basis in Table 6.7 and SST ratio 

under Table 6.8, the results under both bases have been increased following the Scheme 

and other SRZ branches being transferred on the Effective Date.  Based on these results, I 

have no reason to believe there will be any materially adverse impact on the financial 

security of the Existing SRAL Policyholders caused by the Scheme from a solvency 

perspective.  In addition,for the same reasons highlighted under paragraph 6.8.6 and 

paragraph 6.9.4, in the scenario of a Hong Kong branch only transfer, my opinion on the 

effect of the Scheme on financial security of the Existing SRAL Policyholders from a 

solvency perspective remains the same. 

Retrocession and intra-group retrocession 

 To supplement my conclusion from the previous paragraph, I have also considered the risks 

retained by SRAL.  As summarised under Table 6.2, most of the reinsurance business 

related to the Existing SRAL Policyholders are covered by IGR arrangements which would 

reduce the level of risk retained by SRAL and these arrangements exist no matter if the 

Scheme is implemented or not.  On top of this, following the implementation of the Scheme 

and the transfer of the reinsurance business in conjunction with the Scheme, these 

branches will enter into IGR agreements with SRZ on equivalent terms to their prior 

respective IGR programs.  Therefore I think there is unlikely to be any materially adverse 

impact to the Existing SRAL Policyholders following the Scheme given the protection offered 

by the IGR programs. 

Governance / management arrangements 

 The governance of SRAL and its branches is not expected to be affected by the Scheme 

because the structure, staff management, as well as the internal guidelines maintained by 

SRAL around corporate governance are also expected to be independent of the Scheme.  

Also, the management committee charters are already there whether or not the Scheme 

proceeds and I have no reason to believe these, together with the philosophy of 

governance, will be materially different following the implementation of the Scheme. 
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Regulatory environment 

 Given the applicable regulatory requirements in different legal jurisdictions will continue to 

apply after the implementation of the Scheme as SRAL and its branches continue to operate 

in their current jurisdictions, there will be no impact from the Scheme on the regulatory 

framework, solvency practice, corporate governance and policyholder protection rules that 

apply to SRAL and its branches.   

 

9.4. OTHER CONSIDERATIONS 

Group structure 

 Same as the comments I have made under Section 7.2, given the ultimate parent of the 

Swiss Re Group remains the same after the implementation of the Scheme and all the 

group policies will continue to apply, I do not expect there to be any materially adverse 

impact to the Existing SRAL Policyholders as a result of the change in group structure. 

Policyholder services and operational structure 

 Similar to my comment under Section 7.3, the main policyholder services provided by SRAL 

and its branches include mainly underwriting and ongoing administration of reinsurance 

contracts, receipt of premiums, adjudication and payment of claims.  The Scheme itself 

would not cause any changes to the personnel providing these services in the SRAL 

branches.  Therefore, I do not expect the Scheme to have any materially adverse impact to 

the policyholder services provided to the Existing SRAL Policyholders. 

 Following the argument in the previous paragraph, the Scheme is also not expected to have 

any materially adverse impact on the operational aspects, including the operational 

elements I summarised under Section 7.4.  

 

9.5. CONCLUSION 

 Taking account of the above considerations, I am satisfied that the Scheme will not 

materially adversely affect both the reasonable expectation with regard to benefits and 

levels of service, as well as the financial security of the Existing SRAL Policyholders. 
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 Policyholder Communications 

10.1. INTRODUCTION 

 In this section I summarise the notifications that the Parties will send out to the Transferring 

Policyholders and my view on whether these communications are appropriate in respect of 

the benefits to the Transferring Policyholders.  Compared to a portfolio transfer of an 

insurance company, the Transferring Policyholders under the Scheme are direct insurers 

that reinsure their business to the SRZHK branch.  

 

10.2. IDENTIFYING AND TRACING POLICYHOLDERS 

 Having regard to the fact that the Transferring Policyholders are financially sophisticated 

with an ongoing client relationship with the Parties, I do not expect there would be any 

Transferring Policyholders who are uncontactable or would require significant and 

disproportionate effort to notify.   

 

10.3. NOTIFICATIONS TO TRANSFERRING POLICYHOLDERS OF THE SRZHK BRANCH 

 The Transferring Policyholders of the SRZHK branch will receive copies of a letter, enclosed 

with a set of Frequently Asked Questions and Schedules 1 and 2, which includes a question 

and answer pack, a summary of the Scheme, key assessment of the Independent Actuary, 

the Summary Report, and details of how to object to the Scheme and the final court hearing.   

 Notice of the Scheme will be published in local newspapers (namely South China Morning 

Post and Sing Tao Daily) and the Gazette.  

 The Transferring Policyholders of the SRZHK branch will be able to review the electronic 

version of the information about the Scheme on Swiss Re’s corporate website until the final 

court hearing, including notification with summary of Scheme of Transfer, a full version of 

this report, any Supplementary Report, copy of the Court Petition (with copy of the Scheme 

annexed thereto) and the legal notice of the Scheme.  Alternatively, the Transferring 

Policyholders will be able to inspect copies of the above documents at or request copies by 

writing to the offices of the SRZHK branch or the SRALHK branch (same address) on or 

prior to the date of the final court hearing, or contact their Swiss Re Client Manager or Key 

Account Manager with any enquiries about the Scheme. 

 Key documents will be available in both English and Chinese except for this report (and any 

Supplementary Report) as the Parties have applied for waivers from the Court in respect of 

translation of this report (and any Supplementary Report) into Chinese.   

 The Transferring Policyholders of the SRZHK branch will be notified in writing after the 

Scheme has been sanctioned by the Hong Kong Court and has taken effect. 

 I am satisfied that the proposed approach to communicating with Transferring Policyholders 

is reasonable.  I have also reviewed the English version of the proposed communication 

documents and am satisfied that these documents should help explain the material effects 

of the transfer.  I have relied on the Parties to ensure that the Chinese version of the 

Scheme document is a faithful and accurate translation of the English version and accept no 

responsibility for any mistranslation.  

 

10.4. NOTIFICATIONS TO NON-TRANSFERRING POLICYHOLDERS OF THE SRZHK 

BRANCH 

 As there are no non-transferring reinsurance contracts under the Scheme, there is no 

concern over the notifications to non-transferring cedants of the SRZHK branch. 
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10.5. NOTIFICATIONS TO EXISTING POLICYHOLDERS OF THE SRALHK BRANCH 

 As the SRALHK branch is a newly established entity which has no existing reinsurance 

cedants, there is no concern over the notifications to existing policyholders of the branch. 

 

10.6. NOTIFICATIONS TO NON-TRANSFERRING SRZ POLICYHOLDERS AND EXISTING 

SRAL POLICYHOLDERS 

 I have been informed by the Parties that they have applied for a waiver in respect of the 

notifications to the Non-Transferring SRZ Policyholders and the Existing SRAL 

Policyholders who are located outside Hong Kong.  I am sastisfied that this is an appropriate 

approach as I agree with the reasons suggested by the Parties including the fact that there 

will be no materially adverse impact caused by the Scheme to those policyholders, the 

immaterially of the Transferring Business and for the sake of avoiding unnessary confusion 

to them.   

 

10.7. OBJECTIONS AND QUERIES 

 The SRZHK branch’s Transferring Policyholders who feel they will be negatively affected by 

the Scheme may put their objections to the Court either in writing or by attending the 

hearing.  In dealing whether to sanction the Scheme, the Court will consider these 

objections.  I will also consider objections that have been made in writing sufficiently prior to 

the finalisation of documents for submission to the final court hearing in coming to my view 

on the appropriateness of the Scheme, and will report as appropriate in the Supplementary 

Report, if relevant.   
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Appendix A Terms of Reference 

General requirements 

A1. The Independent Actuary shall have a duty to act independently and this duty is paramount 

and overrides any obligation to the person from whom he has received instructions or by 

whom he is paid. 

A2. Evidence presented to the Hong Kong Court should be, and should be seen to be, the 

independent product of the Independent Actuary uninfluenced by the exigencies of the 

instruction or court proceedings.   

A3. The Independent Actuary should provide independent assistance to the Hong Kong Court 

where appropriate, by way of objective unbiased opinion in relation to matters within his 

expertise.  He should never assume the role of an advocate. 

A4. The Independent Actuary should not omit to consider material facts within his knowledge 

which could detract from his concluded opinion. 

A5. The Independent Actuary should make it clear when a particular question or issue falls 

outside his expertise. 

A6. If the Independent Actuary’s opinion is not properly researched because he considers that 

insufficient data is available, then this must be stated with an indication that the opinion is no 

more than a provisional one. 

A7. In a case where the Independent Actuary who has prepared a report could not assert that 

the report contained the truth, the whole truth and nothing but the truth without some 

qualification, that qualification should be stated in the report. 

A8. If the Independent Actuary changes his view on a material matter having read another 

expert’s report or for any other reason, such change of view should be communicated in 

writing (through legal representatives) without delay to the Company, and where appropriate 

to the Hong Kong Court. 

A9. The Independent Actuary may communicate with the IA as he considers appropriate in 

connection with the services and the Scheme report provided in connection with the 

appointment as Independent Actuary. 

Scope of the work of the Independent Actuary in relation to the Scheme  

My report is to consider the terms of the Scheme generally and the effect which the Scheme will 
have on the reinsurance cedants of the Parties and, in particular, the Transferring Policyholders.   

In particular my report will consider the following specific matters: 

 The impact of the Scheme on the financial security of the different groups and 

generations of reinsurance cedants of the Parties and, in particular, the Transferring 

Policyholders involved in the Scheme; 

 The impact of the Scheme on the benefit expectation of the different groups and 

generations of reinsurance cedants of the Parties and, in particular, the Transferring 

Policyholders involved in the Scheme; 

 A review of, and opinion on the fairness of, the operational continuity resulted by the 

change in operational plans following implementation of the Scheme, which will include 

types of new business to be written after the Scheme is implemented and its potential 

impact to the existing rights of the different groups and generations of reinsurance 

cedants of the Parties and, in particular, the Transferring Policyholders involved in the 

Scheme, as well as the cost implications; 

 A review of, and opinion on the fairness of, proposals to combine any funds to the extent 

that any such combinations are included in the Scheme (either as at the Effective Date or 
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subsequently), and consideration of any further covenants or undertakings that may be 

required to ensure that each category of reinsurance cedants is treated fairly; 

 A review of, and opinion on the fairness of, any mechanisms to be implemented at the 

same time as the Scheme, but not included in the Scheme, to provide financial support to 

any of the funds involved in the Scheme; 

 An assessment, and opinion on the fairness of, the potential change in capital position 

and review of the capital management policy to be adopted by the Parties and their 

respective Hong Kong branches following implementation of the Scheme to the various 

groups of reinsurance cedants of the Parties and, in particular, the Transferring 

Policyholders involved in the Scheme; 

 A review, and opinion on the fairness of, the current risk exposure and potential change in 

risk exposure to the various groups of reinsurance cedants of the Parties and, in 

particular, the Transferring Policyholders involved in the Scheme.  An assessment of any 

potential increase in concentration risks to the respective Hong Kong branches of the 

Parties after the transfer;  

 An assessment of the nature of business written by the Parties and their respective Hong 

Kong branches before the transfer.  A review of the guarantees offered by the respective 

Hong Kong branches of the Parties, and assessment of whether the existing guarantees 

will be matched after the transfer.  An opinion on the fairness based on the assessment 

and review to the reinsurance cedants of the Parties and, in particular, the Transferring 

Policyholders involved in the Scheme; 

 An assessment, and opinion on the fairness of, the potential change in the investment 

policies adopted by the respective Hong Kong branches of the Parties following 

implementation of the Scheme to the Transferring Policyholders; and 

 An assessment, and opinion on the fairness of, the differences in the regulatory overlay 

between Switzerland and Singapore, e.g. how will the Scheme affect policyholder 

compensation schemes and priority on wind-up in case of financial instability following 

implementation of the Scheme to the Transferring Policyholders. 

My review and report will address generally the way in which the respective Hong Kong branches of 
the Parties have conducted their reinsurance business but taking into account the particular 
circumstances of each class of business to be transferred.  It will deal inter alia with the following 
aspects: 

 Memorandum, and the Articles of Association, at least insofar as these affect the rights, 

expectations and interests of the Transferring Policyholders; 

 The terms of the reinsurance arrangements issued by each of the respective Hong Kong 

branches of the Parties; 

 The existing and proposed internal working arrangements relating to the financial 

management of the long term business fund, including the operational and administrative 

arrangements which will apply to the policies to be transferred under the terms of the 

Scheme; and 

 The terms and conditions expected to be imposed by the Scheme to be presented to the 

Court, including the views expressed by the governing body or management of the 

Parties. 

The above list is not intended to be exclusive to any other aspects which may be identified during 
the completion of the project and which are considered to be relevant. 

I shall not be directly involved in the formulation of the proposed transfer although I should expect 
to give guidance during the evolution of the detailed proposals on those issues which concern me, 
or which I consider unsatisfactory. 

I will not provide any advice with respect to the merits of the transfer. 

I will be responsible for the Chinese translation of the Summary Report only.   
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Disclosure of prior Hong Kong assignments undertaken for the Parties and their related 

parties 

The Hong Kong projects undertaken by Milliman Limited for the Parties and its related companies 
over the last 5 years are as follows: 

 Provision of advice to the SRZHK branch regarding structuring of potential reinsurance 

solutions to life insurance clients throughout Asia Pacific and ad-hoc work as required by 

the SRZHK branch in 2014. 

 

As set out in the Engagement Letter, I am not engaged to, and do not, act as an Independent 

Actuary in relation to the transfer of business of SRZ’s branches other than the Hong Kong branch 

to the respective subsidiary or branch of SRAL, as a part of the regional restructuring of SRZ and 

its subsidiaries.   

Up to the date of this report, I have not been engaged by the Parties to undertake any further work 

for SRZ or SRAL after the Scheme is implemented.  
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Appendix B Key Sources of Data 

Documents related to the Scheme 

B1. The Scheme pursuant to section 24 of the Ordinance (CAP 41) for the transfer of the long 

term reinsurance business from the SRZHK branch to the SRALHK branch, as filed with the 

Hong Kong Court. 

B2. Business Transfer Agreement entered into between SRZ and SRAL in relation to the 

transfer of reinsurance business from the SRZHK branch to the SRALHK branch. 

B3. The report on the proposed Scheme by the Key Person of the Actuarial Function of the 

SRZHK branch, including the retrocession arrangements for the Hong Kong branch and IGR 

arrangements for SRAL. 

B4. Proposed organisation structure of the reinsurance operations of the Swiss Re Group in 

Asia, planned IGR structure and transfer timeline for the regional restructuring of SRZ and 

its subsidiaries. 

B5. Policyholder communication pack issued by both the SRZHK branch and the SRALHK 

branch to Transferring Policyholders. 

The SRZHK branch 

B6. Certificate from the IA evidencing the classes of insurance business for which SRZ is 

authorized to carry on in its Hong Kong branch. 

B7. Audited accounts and financial statements of the SRZHK branch, for the years ended 2014, 

2015, 2016, 2017 and 2018. 

B8. Statutory reserve and valuation reports for the SRZHK branch, for the years ended 2015, 

2016, 2017 and 2018. 

B9. Assumption change proposals for the SRZHK branch, as of the third quarter of 2014, 2015, 

2016 and 2017 and the fourth quarter of 2018. 

B10. Dynamic Solvency Testing reports showing solvency positions of the SRZHK branch before 

transfer, for the years ended 2014, 2015, 2016 and 2017. 

B11. Fund structure of the SRZHK branch before transfer. 

B12. Major reinsurance treaties for the business written by the SRZHK branch. 

B13. Retrocession agreements of all life and health business written by the SRZHK branch. 

B14. In-force business summary, including number of treaties, gross annualised premium and 

reserve covering both long term business and general business. 

B15. New business summary, setting out the first-year annualised new business premium by 

major business class. 

B16. Solvency margin calculation for the years ended 2014, 2015, 2016, 2017 and 2018. 

B17. The SRZHK Branch Management Committee Charter, effective as of 5 June 2018.  

B18. The SRZHK Branch Management Committee structure. 

B19. Recent meeting minutes of the SRZHK Branch Committee. 

B20. Reinsurance Management Strategy of the SRZHK branch. 

B21. Investment Guidelines of the SRZHK branch, effective as of 16 April 2018. 

B22. Approval on capital repatriation by the SRZHK branch to SRZ, dated 18 November 2016.  

B23. Risk matrix for the SRZHK branch as at 23 June 2017 and 21 February 2019. 
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B24. Risk dashboard for the SRZHK branch as of August 2017 and March 2019. 

B25. The SRZHK Branch Capitalisation Guideline, valid from 16 May 2019. 

B26. Correspondence with the regulator from 2012-2018 and the first three months of 2019, 

including the three letters from the IA granting the relaxation of accounting requirements 

pursuant to the accounting concession under Section 17(2) of the Ordinance, and relaxation 

of both Insurance (General Business) (Valuation) Rules (CAP 41G) and Insurance 

(Determination of Long Term Liabilities) Rules (CAP 41E) pursuant to Section 130(1) of the 

Ordinance. 

B27. Project Apex reserve models and methodology write-up as of December 2018. 

The SRALHK branch 

B28. Application document to the IA for the authorization for SRAL to carry out reinsurance 

business through the SRALHK branch, including proposed organisation chart showing the 

management and reporting lines of the SRALHK branch, four-year financial projections from 

2019-2022, governance / management arrangements and retrocession and IGR 

arrangements. 

B29. Fund structure of the SRALHK branch after transfer. 

B30. Proposed Branch Management Committee structure of the SRALHK branch. 

The Swiss Re Group 

B31. The Swiss Re Group Risk Policy, valid from 24 January 2019. 

B32. Business Unit Reinsurance Risk Management Standards, valid from 1 January 2019. 

B33. Reinsurance Legal Entity Capitalisation Guideline, valid from 1 January 2018. 

B34. Swiss Re Legal Entity Capitalisation Policy, valid from 1 January 2018. 

SRZ 

B35. Annual reports and audited accounts and financial statements of SRZ, for the years ended 

2015, 2016, 2017 and 2018. 

B36. Accountable Actuary Report 2016, Accountable Actuary Report 2017 and Accountable 

Actuary Report 2018 of SRZ.  

B37. SRZ Financial Condition Report for the years ended 2017 and 2018. 

B38. Solvency positions of SRZ under SST basis as at 1 January 2015, 2016, 2017, 2018 and 

2019.   

B39. Estimated solvency position of SRZ under HKIO basis as at 31 December 2018.   

B40. SRZ technical reserving policy and supplementary explanations document. 

B41. Group internal audit reports for SRZ operations in Asia. 

B42. Costing standards for life and health business written by SRZ operations in Asia. 

B43. Legal entity governance structure of SRZ. 

B44. Relevant master agreements with global reinsurance clients. 

SRAL 

B45. Annual reports and audited accounts and financial statements of SRAL, for the year end 

2017 and 2018. 

B46. Certifying Actuary Report for 2018 of SRAL.  
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B47. Solvency positions of SRAL under SST basis as at 1 January of 2015, 2016, 2017, 2018 

and 2019. 

B48. Estimated solvency position of SRAL under HKIO basis as at 31 December 2018.   

B49. Information pertaining to licence application of SRAL to carry on insurance business in 

Singapore. 

B50. Organisation structure showing the management and reporting lines and legal entity 

governance structure of SRAL. 

B51. SRAL technical reserving policy. 

B52. SRAL Risk Appetite Framework, valid from 21 March 2019. 

B53. SRAL Capitalisation Guideline, valid from 20 March 2019. 

Other SRZ branches 

B54. Summary of general business portfolios of SRZ operations in Asia, including gross premium 

and reserve by major lines of business. 

B55. Valuation report of liabilities of family retakaful business for the SRZ Malaysia branch, for 

the years ended 2017 and 2018. 

B56. Reserve reports for general insurance business and general retakaful business for the SRZ 

Malaysia branch, for the year ended 2017. 

B57. Own Risk and Solvency Assessment (ORSA) 2018 report for the SRZ Malaysia branch. 

B58. Risk dashboard for the SRZ Korea branch as of Q4 2017 and Q4 2018.  

B59. Risk dashboard for the SRZ Japan branch as of December 2018. 

B60. Own Risk and Solvency Assessment (ORSA) 2018 report for the SRZ Japan branch. 

B61. Excerpt of the 2018 Financial Condition Report for the SRZ Australia branch. 

B62. 2018 ICAAP report for the SRZ Australia branch. 

Others 

B63. Other information and clarifications obtained through various email and telecommunication 

during the period of our assignment. 
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Appendix C Prudential Regulation Authority Handbook 

Section 2.27 to 2.40 

C.1 INTRODUCTION 

C.1.1. In this appendix I set out the guidance in PRA’s Handbook Section 2 (The Prudential 

Regulation Authority’s approach to insurance business transfers) on the form of a report on 

an insurance business prepared by an independent expert. 

 

C.2 SCHEME REPORT 

Section 2.27 

C.2.1. Under section 109 of FSMA, a Scheme report must accompany an application to the court 

to approve an insurance business transfer scheme. This report must be made in a form 

approved by the PRA (following consultation with the FCA). The PRA would generally 

expect a Scheme report to contain at least the information specified in 2.30 below before 

giving its approval. 

Section 2.28 

C.2.2. When the PRA has approved the form of a Scheme report, the Scheme promoter may 

expect to receive written confirmation to that effect. 

Section 2.29 

C.2.3. There may be matters relating to the Scheme or the parties to the transfer that the 

regulators wish to draw to the attention of the independent expert. The regulators may also 

wish the report to address particular issues. The independent expert would therefore be 

expected to contact the regulators at an early stage to establish whether there are such 

matters or issues. The independent expert should form his own opinion on such issues, 

which may differ from the opinion of the regulators. 

Section 2.30 

C.2.4. The Scheme report should comply with the applicable rules on expert evidence and contain 

the following information: 

 who appointed the independent expert and who is bearing the costs of that 

appointment; 

 confirmation that the independent expert has been approved or nominated by the 

PRA; 

 a statement of the independent expert’s professional qualifications and (where 

appropriate) descriptions of the experience that makes them appropriate for the role; 

 whether the independent expert, or his employer, has, or has had, direct or indirect 

interest in any of the parties which might be thought to influence his independence, 

and details of any such interest; 

 the scope of the report; 

 the purpose of the Scheme; 

 a summary of the terms of the Scheme in so far as they are relevant to the report; 

 what documents, reports and other material information the independent expert has 

considered in preparing the report and whether any information that they requested 

has not been provided; 
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 the extent to which the independent expert has relied on: 

- information provided by others; and 

- the judgment of others; 

 the people on whom the independent expert has relied and why, in his opinion, such 

reliance is reasonable; 

 their opinion of the likely effects of the Scheme on policyholders (this term is defined 

to include persons with certain rights and contingent rights under the policies), 

distinguishing between: 

- Transferring Policyholders; 

- policyholders of the transferor whose contracts will not be transferred; and 

- policyholders of the transferee; 

 their opinion on the likely effects of the Scheme on any reinsurer of a transferor, any 

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

 what matters (if any) that the independent expert has not taken into account or 

evaluated in the report that might, in their opinion, be relevant to policyholders’ 

consideration of the Scheme; and 

 for each opinion that the independent expert expresses in the report, an outline of 

their reasons. 

Section 2.31 

C.2.5. The purpose of the Scheme report is to inform the court and the independent expert, 

therefore, has a duty to the court. However reliance will also be placed on it by 

policyholders, reinsurers, and others affected by the scheme and by the regulators. The 

amount of detail that it is appropriate to include will depend on the complexity of the 

scheme, the materiality of the details themselves and the circumstances. 

Section 2.32 

C.2.6. The summary of the terms of the Scheme should include:  

 a description of any reinsurance arrangements that it is proposed should pass to the 

transferee under the Scheme; and  

 a description of any guarantees or additional reinsurance that will cover the 

transferred business or the business of the transferor that will not be transferred. 

Section 2.33 

C.2.7. The independent expert’s opinion of the likely effects of the Scheme on policyholders 

should: 

 include a comparison of the likely effects if it is or is not implemented; 

 state whether they considered alternative arrangements and, if so, what; 

 where different groups of policyholders are likely to be affected differently by the 

scheme, include comment on those differences they consider may be material to the 

policyholders; and 

 include their views on: 

- the effect of the Scheme on the security of policyholders’ contractual rights, 

including the likelihood and potential effects of the insolvency of the insurer; 
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- the likely effects of the Scheme on matters such as investment management, new 

business strategy, administration, claims handling, expense levels and valuation 

bases in relation to how they may affect: 

1. the security of policyholders’ contractual rights;  

2. levels of service provided to policyholders; or 

3. for long-term insurance business, the reasonable expectations of policyholders; 

and 

- the cost and tax effects of the Scheme, in relation to how they may affect the 

security of policyholders’ contractual rights, or for long-term insurance business, 

their reasonable expectations. 

Section 2.34 

C.2.8. The independent expert is not expected to comment on the likely effects on new 

policyholders, that is, (those whose contracts are entered into after the effective date of the 

transfer). 

Section 2.35 

C.2.9. For any mutual company involved in the Scheme, the report should: 

 describe the effect of the scheme on the proprietary rights of members of the 

company, including the significance of any loss or dilution of the rights of those 

members to secure or prevent further changes which could affect their entitlements 

as policyholders; 

 state whether, and to what extent, members will receive compensation under the 

scheme for any diminution of proprietary rights; and 

 comment on the appropriateness of any compensation, paying particular attention to 

any differences in treatment between members with voting rights and those without. 

Section 2.36 

C.2.10. For a Scheme involving long-term insurance business, the report should: 

 describe the effect of the Scheme on the nature and value of any rights of 

policyholders to participate in profits; 

 if any such rights will be diluted by the Scheme, describe how any compensation 

offered to policyholders as a group (such as the injection of funds, allocation of 

shares, or cash payments) compares with the value of that dilution, and whether the 

extent and method of its proposed division is equitable as between different classes 

and generations of policyholders; 

 describe the likely effect of the Scheme on the approach used to determine: 

- the amount of any non-guaranteed benefits such as bonuses and surrender values; 

and 

- the levels of any discretionary charges; 

 describe what safeguards are provided by the Scheme against a subsequent change 

of approach to these matters that could act to the detriment of existing policyholders 

of either firm; 

 include the independent expert’s overall assessment of the likely effects of the 

Scheme on the reasonable expectations of long-term insurance business 

policyholders; 

 state whether the independent expert is satisfied that for each firm, the Scheme is 

equitable to all classes and generations of its policyholders; and 
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 state whether, in the independent expert’s opinion, for each relevant firm the Scheme 

has sufficient safeguards (such as principles of financial management or certification 

by the with-profits actuary or actuarial function holder) to ensure that the Scheme 

operates as presented. 

Section 2.37 

C.2.11. Where the transfer forms part of a wider chain of events or corporate restructuring, it may 

not be appropriate to consider the transfer in isolation and the independent expert should 

seek sufficient explanations on corporate plans to enable them to understand the wider 

picture. Likewise, the independent expert will also need information on the operational plans 

of the transferee and, if only part of the business of the transferor is transferred, of the 

transferor. These will need to have sufficient detail to allow them to understand in broad 

terms how the business will be run. 

Section 2.38 

C.2.12. A transfer may provide for benefits to be reduced for some or all of the policies being 

transferred. This might happen if the transferor is in financial difficulties. If there is such a 

proposal, the independent expert should report on what reductions they consider ought to 

be made, unless: 

 the information required is not available and will not become available in time for his 

report, for instance it might depend on future events; or 

 he is unable to report on this aspect in the time available. 

Under such circumstances, the transfer might be urgent and it might be appropriate for the 

reduction in benefits to take place after the event, by means of an order under section 112 

of FSMA. The PRA considers any such reductions against its statutory objectives. Section 

113 of FSMA allows the court, on the application of the PRA, to appoint an independent 

actuary to report on any such post-transfer reduction in benefits. 

Section 2.39 

C.2.13. The PRA expects the independent expert to provide a supplementary report for the final 

court hearing. Any supplementary reports will form part of the Scheme report required to be 

produced under section 109 of FSMA and must also comply with 2.30–2.37. 

Section 2.40 

C.2.14. The purpose of the supplementary report is for the independent expert to provide an update 

on any relevant new information or events that have occurred since the date of the Scheme 

report and to provide an opinion on whether they have affected the transfer. Matters that 

should be considered include, but are not limited to: 

 the latest available financial information in respect of the transferor and transferee; 

 any recent economic, financial or regulatory developments; and 

 any representations made by policyholders or affected persons that raise issues not 

previously considered in the Scheme report. 
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Appendix D Financial Conduct Authority Handbook 

SUP18.2.31G to 18.2.41G 

D.1 INTRODUCTION 

D.1.1. In this appendix, I set out the guidance in FCA’s Supervision Handbook section 2 of SUP 18 

(Transfers of Business) on the form of a report on an insurance business prepared by an 

independent expert. 

 

D.2 FORM OF SCHEME REPORT 

SUP 18.2.31G 

D.2.1. Under section 109 of the Act, a Scheme report must accompany an application to the court 

to approve an insurance business transfer Scheme.  This report must be made in a form 

approved by the appropriate regulator.  The appropriate regulator would generally expect a 

Scheme report to contain at least the information specified in SUP18.2.33G before giving its 

approval.  

SUP 18.2.31AG 

D.2.2. When the appropriate regulator has approved the form of a Scheme report, the Scheme 

promoter may expect to receive written confirmation to that effect from that regulator. 

SUP 18.2.32G 

D.2.3. There may be matters relating to the Scheme or the parties to the transfer that the 

regulators wish to draw to the attention of the independent expert.  The regulators may also 

wish the report to address particular issues.  The independent expert should therefore 

contact the regulators at an early stage to establish whether there are such matters or 

issues.  The independent expert should form his own opinion on such issues, which may 

differ from the opinion of the regulators. 

SUP 18.2.33G 

D.2.4. The Scheme report should comply with the applicable rules on expert evidence and contain 

the following information: 

 who appointed the independent expert and who is bearing the costs of that 

appointment; 

 confirmation that the independent expert has been approved or nominated by the 

appropriate regulator; 

 a statement of independent expert’s professional qualifications and (where 

appropriate) descriptions of the experience that fits him for the role; 

 whether the independent expert has, or has had, direct or indirect interest in any of 

the parties which might be thought to influence his independence, and details of any 

such interest; 

 the scope of the report; 

 the purpose of the Scheme; 

 a summary of the terms of the Scheme in so far as they are relevant to the report; 

 what documents, reports and other material information the independent expert has 

considered in preparing his report and whether any information that he requested has 

not been provided; 
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 the extent to which the independent expert has relied on: 

- information provided by others; and 

- the judgment of others; 

 the people on whom the independent expert has relied and why, in his opinion, such 

reliance is reasonable; 

 his opinion of the likely effects of the Scheme on policyholders (this term is defined to 

include persons with certain rights and contingent rights under the policies), 

distinguishing between: 

- Transferring Policyholders; 

- policyholders of the transferor whose contracts will not be transferred; and 

- policyholders of the transferee; 

 his opinion on the likely effects of the Scheme on any reinsurer of a transferor, any of 

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

 what matters (if any) that the independent expert has not taken into account or 

evaluated in the report that might, in his opinion, be relevant to policyholders’ 

consideration of the Scheme; and 

 for each opinion that the independent expert expresses in the report, an outline of his 

reasons. 

SUP 18.2.34G 

D.2.5. The purpose of the Scheme report is to inform the court and the independent expert, 

therefore, has a duty to the court.  However reliance will also be placed on it by 

policyholders, by reinsurers, by others affected by the Scheme and by the regulators.  The 

amount of details that it is appropriate to include will depend on the complexity of the 

Scheme, the materiality of the details themselves and the circumstances. 

SUP 18.2.35G 

D.2.6. The summary of the terms of the Scheme should include: 

 a description of any reinsurance arrangements that it is proposed should pass to the 

transferee under the Scheme; and 

 a description of any guarantee or additional reinsurance that will cover the transferred 

business or the business of the transferor that will not be transferred. 

SUP 18.2.36G 

D.2.7. The independent expert’s opinion of the likely effects of the Scheme on policyholders 

should: 

 include a comparison of the likely effects if it is or is not implemented; 

 state whether he considered alternative arrangements and , if so, what; 

 where different groups of policyholders are likely to be affected differently by the 

Scheme, include comment on those differences he considers may be material to the 

policyholders; and 

 include his views on: 

- the effect of the Scheme on the security of policyholders’ contractual rights, 

including the likelihood and potential effects of the insolvency of the insurer;  
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- the likely effects of the Scheme on matters such as investment management, new 

business strategy, administration, expense levels and valuation bases in so far as 

they may affect: 

1. the security of policyholders’ contractual rights; 

2. levels of service provided to policyholders; or 

3. for long-term insurance business, the reasonable expectations of policyholders; 
and 

- the cost and tax effects of the Scheme, in so far as they may affect the security of 

policyholders’ contractual rights, or for long-term insurance business, their 

reasonable expectations. 

SUP 18.2.37G 

D.2.8. The independent expert is not expected to comment on the likely effects on new 

policyholders, that is, those whose contracts are entered into after the effective date of the 

transfer. 

SUP 18.2.38G 

D.2.9. For any mutual company involved in the Scheme, the report should: 

 describe the effect of the Scheme on the proprietary rights of members of the 

company, including the significance of any loss or dilution of the rights of those 

members to secure or prevent further changes which could affect their entitlements 

as policyholders; 

 state whether, and to what extent, members will receive compensation under the 

Scheme for any diminution or proprietary rights; and 

 comment on the appropriateness of any compensation, paying particular attention to 

any differences in treatment between with voting rights and those without. 

SUP 18.2.39G 

D.2.10. For a Scheme involving long-term insurance business, the report should: 

 describe the effect for the Scheme on the nature and value of any rights of 

policyholders to participate in profits; 

 if any such rights will be diluted by the Scheme, how any compensation offered to 

policyholders as group (such as the injection of funds, allocation of shares, or cash 

payments) compares with the value of that dilution, and whether the extent and 

method of its proposed division is equitable as between different classes and 

generations of policyholders. 

 describe the likely effect of the Scheme on the approach used to determine: 

- the amount of any non-guaranteed benefits such as bonuses and surrender values; 

and 

- the levels of any discretionary charges; 

 describe what safeguards are provided by the Scheme against a subsequent change 

of approach to these matters that could act to the detriment of existing policyholders 

of either firm; 

 include the independent expert’s overall assessment of the likely effects of the 

Scheme on the reasonable expectations of long-term insurance business 

policyholders; 

 state whether the independent expert is satisfied that for each firm the Scheme is 

equitable to all classes and generations of its policyholders; and 
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 state whether, in the independent expert’s opinion, for each relevant firm the Scheme 

has sufficient safeguards (such as principles of financial management or certification 

by the with-profits actuary or actuarial function holder) to ensure that the Scheme 

operates as presented. 

SUP 18.2.40G 

D.2.11. Where the transfer forms part of a wider chain of events or corporate restructuring, it may 

not be appropriate to consider the transfer in isolation and the independent expert should 

seek sufficient explanations on corporate plans to enable him to understand the wider 

picture.  Likewise he will need information on the operational plans of the transferee and, if 

only part of the business of the transferor is transferred, of the transferor.  These will need to 

have sufficient details to allow him to understand in broad terms how the business will be 

run. 

SUP 18.2.41G 

D.2.12. A transfer may provide for benefits to be reduced for some or all of the policies being 

transferred.  This might happen if the transferor is in financial difficulties.  If there is such a 

proposal, the independent expert should report on what reductions he considers ought to be 

made, unless either: 

 the information required is not available and will not become available in time  for his 

report, for instance it might depend on future events; or 

 otherwise, he is unable to report on this aspect in the time available. 

Under such circumstances, the transfer might be urgent and it might be appropriate for the 

reduction in benefits to take place after the event, by the means of an order under section 

112 of the Act.  Each regulator would wish to consider the fairness of any such reduction 

against its objectives and section 113 of the Act allows the court, on the application of either 

regulator, to appoint an independent actuary to report on any such post-transfer reduction in 

benefits. 
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Appendix E Description of Swiss Solvency Test 

Description of Swiss Solvency Test 

E1. SST is a comprehensive, economic and risk-based solvency regime.  The SST ratio is 

calculated as: 

𝑆𝑆𝑇 𝑅𝑎𝑡𝑖𝑜 =  
𝑅𝑖𝑠𝑘 𝐵𝑒𝑎𝑟𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 − 𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑀𝑎𝑟𝑔𝑖𝑛

𝑇𝑎𝑟𝑔𝑒𝑡 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 − 𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑀𝑎𝑟𝑔𝑖𝑛
 

The entity is regarded as solvency when the SST Ratio is greater than 100% and insolvent if 

otherwise. 

E2. Risk Bearing Capital minus Market Value Margin is similar to the concept of available capital 

in other solvency regimes.  The Risk Bearing Capital represents the total economic capital 

available to cover unexpected extreme event before affecting policyholders.  It is calculated 

as the market consistent value of assets minus best estimate value of liabilities plus other 

risk bearing items. 

E3. Target Capital refers to the capital required to cover an unexpected extreme event over 1 

year horizon, as calculated by the 99% expected shortfall using the Swiss Re Group internal 

risk model that allows for SST adjustments. 

E4.  Market Value Margin represents the cost of holding required capital for insurance risk in run-

off as prescribed in SST, calculated by multiplying the capital requirement by the cost of 

capital rate (prescribed 6%), discounted to valuation date and aggregated.  

 
 




