
 

 
 
Transfer of the long-term reinsurance business of Swiss Reinsurance Company Ltd Hong Kong 
branch ("SRZHK branch") to Swiss Re Asia Pte. Ltd., Hong Kong branch ("SRALHK branch") 
("Proposed Transfer") – Supplementary Notice 

 

Dear «Salutation» «Surname» 

We refer to our letter dated 26 July 2019 (the “Letter”) informing you that the Proposed Transfer 
will be carried out by way of a scheme of transfer (“Scheme”) pursuant to section 24 of the 
Insurance Ordinance.  

As mentioned in the Letter, an independent actuary, Mr. Paul Sinnott, Fellow of the Institute and 
Faculty of Actuaries (United Kingdom) ("Independent Actuary"), has been appointed by SRZHK 
branch to examine the likely effects of the Scheme on the long-term policyholders of Swiss 
Reinsurance Company Ltd ("SRZ") and Swiss Re Asia Pte. Ltd. (“SRAL”), and to prepare a report for 
the Court of First Instance ("Hong Kong Court").  

In relation to the summary of the Independent Actuary's report in Schedule 2 of the Letter, we wish  
to inform you that we will need to restate the estimated Post-Scheme Surplus (Net Asset) and 
Solvency Margin positions of SRAL ("Re-statement(s)") as set out in Table 6.7 “Estimated Solvency 
Position of the Parties under HKIO Basis as at 31 December 2018”, under Section 6 “Impact of the 
Proposed Transfer – Effect on the Financial Security of Transferring Policyholders” on page 38 of 
the Independent Actuary’s report.  Below is the marked-up version of Table 6.7 showing the Re-
statements: 

 Pre-Scheme Post-Scheme 

USD million SRZ SRAL SRAL 

Surplus (Net Asset) 7,886 742 3,112 1,529 

Solvency Margin 5,067 296 988 480 

Solvency Ratio 156% 250% 315% 319% 

 

The Re-statement of the estimated post-scheme surplus (net asset) of SRAL was caused by the 
incorrect addition into SRAL of the capital accounts of the four SRZ branches (including SRZHK) 
planned to be transferred to SRAL on 1 January 2020.  The restatement of the estimated solvency 
margin was due to an inadvertent overstatement of non-life solvency margin.  
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Apart from the Re-statements set out in the marked-up version of Table 6.7 above, no other changes 
have been made to the Independent Actuary’s report.  In particular, please note that after the Re-
statements, the solvency ratio of SRAL post-scheme is 319%.  The Independent Actuary has issued 
a confirmation that the Re-statements do not impact the conclusions and opinions in the 
Independent Actuary’s report that the Scheme will not bring materially adverse impact to the Parties’ 
policyholders. 

The Independent Actuary’s confirmation, and the revised Schedule 2 (Summary of the Independent 
Actuary’s report) are included in Schedules 1 and 2 of this letter. 

The financial strength of SRAL remains strong, as evidenced by the Solvency Ratio of 319% and 
supported by the confirmation of the Independent Actuary. 

You may inspect copies of: (i) this letter; (ii) the Independent Actuary’s confirmation; (iii) the revised 
Schedule 2 (Summary of the Independent Actuary’s report); and (iv) the revised Independent 
Actuary’s report at the following address: 61st Floor, Central Plaza, 18 Harbour Road, Wanchai, 
Hong Kong, from 9 a.m. to 5 p.m. (local time), on normal business days (Monday to Friday (except 
public holidays)) from 27 September 2019 to 18 October 2019. 

In addition, you may review the electronic version of any of the above documents by visiting our 
webpage at www.swissre.com/about-us/our-global-presence/hongkong-scheme.html, until the 
final hearing in the Hong Kong Court.  You may also request for a copy of any of the above documents 
by writing to the offices of SRZ or SRAL at 61st Floor, Central Plaza, 18 Harbour Road, Wanchai, 
Hong Kong on or prior to the date of the final hearing. 

As indicated in the Independent Actuary report, a supplementary report (the “Supplementary 
Report”) will be produced to reflect any updated financial information or circumstances nearer to 
the date of the final hearing before the Hong Kong Court.  We would like to inform you that we 
expect to issue the Supplementary Report by November 2019, and this will be available for review 
by visiting our same webpage above until the final hearing in the Hong Kong Court.  You may also 
request for a copy by writing to the offices of SRZ or SRAL at 61st Floor, Central Plaza, 18 Harbour 
Road, Wanchai, Hong Kong on or prior to the date of the final hearing. 

We trust that this will not cause you any undue inconvenience.  We are happy to provide further 
information or answer any questions which you may have.  Please do not hesitate to contact your 
Swiss Re Client Manager or Key Account Manager should you have any questions. 

 

Swiss Reinsurance Company Ltd, acting 
through its Hong Kong branch 

 
_____________________________ 

Victor Kuk Ho Ming 
Chief Executive 

Swiss Re Asia Pte. Ltd., acting through its 
Hong Kong branch 

 
______________________________ 

Victor Kuk Ho Ming 
Chief Executive 

 

 

http://www.swissre.com/about-us/our-global-presence/hongkong-scheme.html


 
Schedule 1 - The Independent Actuary’s confirmation 
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Unit 3901-02 AIA Tower 
183 Electric Road 
North Point Hong Kong 

 
Tel   +852 2147 9678 
Fax  +852 2147 9879 

 

milliman.com 

 
 

Re: The transfer of business from the Hong Kong branch of Swiss Reinsurance Company 
Ltd to the Hong Kong branch of Swiss Re Asia Pte. Ltd. 

 
1. 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 (the “Transferring 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”). SRZ and SRAL are collectively referred to as the “Parties”. 

 
2. I have produced a report (“Main Report”) for the High Court of the Special Administrative Region of 

Hong Kong, Court of First Instance to assist in its deliberations, which has been made available to the 
policyholders and interested parties via Swiss Re’s website (http://www.swissre.com/about-us/our-  
global-presence/hongkong-scheme.html). 

 

3. In preparing the Main Report, I have had access to documentary evidence provided by the Parties. On 
29 August 2019, the Parties notified me that there is a need to restate the estimated post-Scheme 
solvency position of SRAL under Hong Kong Insurance Ordinance (“HKIO”) basis as at 31 December 
2018, which has been reported under the Main Report dated 24 June 2019. An extract of the figures 
from Table 6.7 of the Main Report, together with the restated figures, are summarised below: 

 
 

TABLE 6.7: ESTIMATED SOLVENCY POSITION OF THE PARTIES UNDER HKIO BASIS AS 
AT 31 DECEMBER 2018 

 

 
SRAL 

 
 

1,529 
 

 
319% 

 
 

 

4. The purpose of this note is to confirm to the policyholders that: 
 

 The Parties have explained to me that the revised estimated post-Scheme solvency position of 
SRAL under HKIO basis as at 31 December 2018 is due to the restatement of both the surplus 
and solvency margin figures. After the restatement, the estimated post-Scheme solvency ratio of 
SRAL is 319%. 

 
 The Parties have also explained that the restatement of estimated surplus was caused by the 

incorrect consolidation of the incoming SRZ branches' capital accounts into SRAL. Removing 
these capital accounts from SRAL's balance sheet resulted in a reduction of the estimated SRAL 
post-Scheme surplus. In addition, the Parties had to revise the solvency margin figure due to a 

480 

Restated 
Post-Scheme 

 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% 

 

http://www.swissre.com/about-us/our-global-presence/hongkong-scheme.html
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Independent actuary side note 
9/19/2019 

 
 
 
 

formula error which previously over-estimated the non-life premiums of the incoming SRZ 
branches. 

 
 I understand that, on top of their governance review, the Parties have implemented additional 

measures to ensure the restated figures are accurate, including enhanced reviews and 
reasonableness checks performed by additional functions within the Parties, and movement 
analysis between the positions as at 31 December 2018 and 30 June 2019. 

 
 When I formed my opinion that the Scheme will not bring materially adverse impact to the Parties’ 

policyholders, the audited solvency positions of the Parties under Swiss Solvency Test (“SST”) 
basis were key factors in my assessment. Other factors stated in my Main Report, including but 
not limited to Swiss Re’s capitalisation framework, risk profiles and internal governance have also 
been considered. 

 
 Therefore, I am comfortable that the restated figures do not affect my conclusions on the 

proposed Scheme as set out in the Independent Actuary’s Statement of Opinion in my Main 
Report. 

 
 My Main Report, together with the summaries of the Main Report in both Chinese and English, 

will be restated to reflect this change. 
 
 This note has been translated into Chinese. If there is any inconsistency or ambiguity between the 

English version and the Chinese version, the English version shall prevail. Apart from the revision 
of Table 6.7 of the Main Report, there are no other changes on the information presented in the 
Main Report. 

 
 
 
Yours sincerely, 

 

 
Paul Sinnott 
Fellow of the Institute and Faculty of Actuaries (FIA) 
Independent Actuary 
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Schedule 2 - The revised Schedule 2  

Summary of Independent Actuary’s Report 

Introduction 

1.1. I, Paul Sinnott, have been appointed as the Independent Actuary pursuant to Section 24 
of the Hong Kong Insurance Ordinance Chapter 41 (the “Ordinance” or “HKIO”), 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”) of 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”).  SRZ and SRAL are collectively referred to as the 
“Parties”.  The Transferring Business involved consists of Class A (Life and annuity) and 
Class D (Permanent health) only, underwritten by the SRZHK branch before 1 January 
2020, which is the date the Scheme is expected to become effective (the “Transfer 
Date”).  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”.   

1.2. The general reinsurance business (also hereinafter referred as “property and casualty 
business”) of the SRZHK branch will also be transferred to the SRALHK branch through 
another statutory mechanism sanctioned under Section 25D of the Ordinance, and 
through the use of novation clauses included under some of these general reinsurance 
contracts.   

1.3. I am Principal and Consulting Actuary of Milliman Limited (“Milliman”), residing of 3901-
2, AIA Tower, 183 Electric Road, North Point, Hong Kong.  I am a Fellow Member of the 
Actuarial Society of Hong Kong (“ASHK”) and a Fellow of the Institute and Faculty of 
Actuaries (United Kingdom).   

1.4. 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, and a Fellow Member of the ASHK and a Fellow of the Casualty 
Actuarial Society.   

1.5. In preparing my Independent Actuary report on the Scheme, I consulted the Hong Kong 
Insurance Authority (“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, as 
set out in “The Prudential Regulation Authority’s approach to insurance business 
transfers” dated April 2015.  I have also had regard to Chapter 18 of the Supervision 
Manual contained in the Financial Conduct Authority (“FCA”) Handbook as well as 
Section 6 of the further guidance released by the FCA, as set out in “The FCA’s approach 
to the review of Part VII insurance business transfer” dated May 2018.   
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1.6. The scope of my review and opinions are confined to the effects of the Scheme on the 
long term reinsurance policyholders of SRZ and SRAL, in particular the Transferring 
Policyholders.  It does not include an assessment of 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. 

1.7. I have been provided free access to the information that I requested as necessary to 
conduct my work.  In addition, I have also been given unrestricted access to and held 
discussions with various representatives of the Parties. 

1.8. This is a summary of my Independent Actuary report dated 18 September 2019.  Details 
of the scope of my work, considerations and conclusions, reliances, limitations and the 
terms of reference are provided in the full version of my report.  Copies of the full report 
are available to the Transferring Policyholders and other interested parties in the office 
of SRZHK branch.  An electronic version of the same report is also available on Swiss 
Re’s webpage at www.swissre.com/about-us/our-global-presence/hongkong-
scheme.html until the final petition hearing in the Hong Kong Court.   

Background of the transfer and summary of my opinion 

1.9. The Scheme has been initiated 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, a subsidiary of SRZ incorporated in 
Singapore, 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; while the business under the SRZ Korea branch was 
transferred to the SRAL Korea branch on 1 January 2019.  The Scheme involves the 
transfer of the Transferring Business and all other business undertakings from the SRZHK 
branch to the SRALHK branch.  The employment contracts will be moved via a business 
transfer agreement and other non-reinsurance contracts will be transferred under an 
ancillary order to be granted by the Hong Kong Court. 

1.10. In my opinion,   

 The Scheme will not have a materially adverse effect 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 Scheme will not have a materially adverse effect on the financial security of the 
policyholders of SRZ and SRAL respectively and, in particular, the Transferring 
Policyholders. 

 I am satisfied that the proposed Scheme provides sufficient safeguards to ensure that 
the Scheme operates as presented.  

1.11. In arriving at my opinion, I have considered various aspects below.  More detailed 
analyses and conclusions are provided in the full version of my report.   

 
Effect of the Scheme on the benefit expectations of Transferring Policyholders 

Contractual benefits provisions 

2.1. 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 

http://www.swissre.com/about-us/our-global-presence/hongkong-scheme.html
http://www.swissre.com/about-us/our-global-presence/hongkong-scheme.html
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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, 
payment of profit commissions, as well as the fulfilment of other contractual benefits will 
be assumed by the SRALHK branch.  I have been informed by the Parties that the 
guaranteed elements of reinsurance contracts will not be altered after the Scheme is 
implemented and that the rights of the Transferring Policyholders, as defined under their 
existing policy documents, will be the same before and after the transfer. 

2.2. A reinsurance treaty review exercise, covering major reinsurance treaties and some 
selected minor treaties, has also been carried out to confirm there is no unique treaty 
features where the rights and contractual benefits of the Transferring Policyholders may 
be adversely impacted by the Scheme. 

2.3. 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.  I have been informed that the SRALHK branch will follow the same 
investment guidelines as the SRZHK branch.  Therefore, I have no reason to believe there 
will be a materially adverse impact from asset management related changes. 

Other policies subject to company discretion 

2.4. 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, the SRALHK branch will retain the same rights with respect to 
the Transferring 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. 

2.5. 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 set 
out under Swiss Re Group’s proprietary Economic Value Management framework, 
including expense level of the branch, technical cash flows from the reinsurance treaties, 
risk capital cost, debt funding cost, and tax.  These factors are not expected to be affected 
by the Scheme, and hence, I do not expect the Scheme will affect the future reinsurance 
premium rates in this regard.   

Costs and expenses in relation to the Scheme 

2.6. 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 
the Transferring Policyholders 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. 

Tax implications 

2.7. The SRALHK branch will elect the same taxation basis as the SRZHK branch, under which 
the branch calculates profit tax based on total assessable profits and the elected tax rate.  
The Parties have also advised that all the tax balances, except the tax asset (i.e. deferred 
tax asset, if any) arising from any unutilised tax loss carry forward as at the Transfer Date, 
of the SRZHK branch will be transferred to the SRALHK branch.  Given the tax regime of 
the Transferring Business will remain unchanged after the implementation of the Scheme, 
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I have no reason to believe there will be a materially adverse impact on the Transferring 
Policyholders due to tax related reasons.  

Policy terms and conditions 

2.8. I have been informed that there will be no change to the policy terms and conditions of 
in-force reinsurance policies as a result of the Scheme. 

2.9. The Parties have reviewed the policy terms and conditions, other than those related to 
the policyholders’ benefits, of selected reinsurance treaties which are more inclined to 
have non-standard terms and conditions, for example, legacy treaties and treaties 
involving 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 the parent company of the branches after 
the implementation of the Scheme.  Therefore, I have no reason to believe there will be 
a materially adverse impact on the policy terms and conditions of Transferring 
Policyholders caused by the Scheme.  

 

Effect of the Scheme on the financial security of Transferring Policyholders 

Capitalisation policies 

3.1. 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.  I have reviewed the key 
capitalisation policies within the Swiss Re Group that set out the criteria on the 
capitalisation of SRZ, SRAL and the SRZHK branch.  In essence, SRZ and its legal entities 
(including SRAL and the SRZHK branch) are required to hold a respective target capital 
amount which is always above the local required regulatory capital, with allowance to 
absorb the volatility of required regulatory capital to cover a substantial loss event 
without requiring a replenishment of capital.   

3.2. According to one of the key policies, as a business holding company, SRZ is capitalised 
such that 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 within the Swiss Re Group.  Should SRZ run a deficit against its target capital, 
the capitalisation policies would require the Swiss Re Group management to carry out 
appropriate capital measures to restore its capital position.   

3.3. Similarly, in the event when the available capital of SRAL or the SRZHK branch falls below 
its target capital by more than 10%, in accordance with the respective capitalisation 
guidelines, there would be remedial actions to improve the capital position but under 
most circumstances SRZ will provide additional capital to SRAL or the SRZHK branch.  
Actual capital held by SRAL or the SRZHK branch in excess of their respective target 
capital by more than 10% is expected to be repatriated back to SRZ, subject to the 
approval of relevant Swiss Re internal bodies.   

3.4. I have been informed that the SRALHK branch will be subject to the same capitalisation 
guideline as the SRZHK branch and continue to obtain financial support from SRAL when 
needed.  Together with the fact that the Scheme will not change any of the capitalisation 
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policies, and I have no reason to believe the abovementioned capitalisation mechanism 
would be materially adversely affected by the Scheme. 

Retrocession and intra-group retrocession (“IGR”) 

3.5. The financial security of the Transferring Policyholders is dependent on the risks retained 
by the reinsurance business of the Hong Kong branch, 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 at both branch level and parent company level.   

3.6. At a branch level, SRAL intends to implement the roll-over of the existing surplus share 
retrocession arrangement between the SRZHK branch and SRZ in respect of the 
Transferring Business in order to protect the same lines of business of the SRALHK 
branch from any adverse developments, 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.  The terms and conditions of the retrocession, hence the level of IGR 
protection, will remain unaltered by the Scheme.   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. 

3.7. At a parent company level, SRAL entered into IGR arrangements with SRZ (both 
proportional and non-proportional) at the same time as its 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.   

3.8. I also understand that once SRAL establishes its Asian branch network (as the 
restructuring proceeds), these SRAL branches will enter into IGR agreements with SRZ 
on equivalent terms to their current respective IGR programs that have been covered by 
SRAL before their respective transfers, including the existing surplus share arrangement 
of the SRZHK branch covering the Transferring Business.  

3.9. 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.   

3.10. As a result of the above, I have no reason to believe that the important protection 
provided by the retrocession arrangements will be materially adversely affected after the 
Scheme is implemented. 

Long term reinsurance portfolio risk profile 

3.11. The proposed Scheme will expose the Transferring Business to different risks to different 
degrees as a result of the change in the immediate holding parent company from SRZ to 
SRAL.  In comparison to SRZ, SRAL has a smaller number of in-force reinsurance treaties 
that mainly cover mortality and health business.  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.   
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3.12. Given the Korean, Malaysian and Japanese long term reinsurance portfolios have been / 
will be transferred from the respective SRZ branches to the respective SRAL branches 
before or in conjunction with the Scheme, I have considered their risk profiles in 
assessing the risk profile of SRAL and have not identified any areas where additional long 
term reinsurance risk exposure resulting from these transfers are likely to have a 
materially adverse effect on the financial security of the Transferring Policyholders.  In 
addition, 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 
capitalisation policies.   

General reinsurance portfolio risk profile 

3.13. In light of the significance of general reinsurance business to both SRZ and SRAL, Cathy 
Hwang and I have considered the general reinsurance portfolio risk profiles of SRZ 
(including the SRZHK branch) and SRAL as well as the risk profiles of the Korean, 
Malaysian, Japanese and Australian portfolios, which have been / will be transferred 
before or in conjunction with the Scheme.  Given SRAL and the abovementioned 
branches are dominated by typically relatively short-tail proportional risks, such as 
property and motor risks, and the majority of the risks will ultimately be retroceded back 
to SRZ, 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.    

Reserving practices 

3.14. 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.  Cathy Hwang and I have reviewed the methodology 
under both policies and found that they are largely consistent. 

3.15. 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, Cathy Hwang and I understand that the reinsurance 
reserving approach and methodology as well as the statutory valuation reporting 
procedures to be adopted by the SRALHK branch will remain the same as the SRZHK 
branch for both long term and general reinsurance business provided that the accounting 
concession and valuation relaxations 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 as 
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. 

Solvency positions under the HKIO basis  

3.16. 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.  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. 
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3.17. The pre-Scheme solvency ratios of SRZ and SRAL and the post-Scheme solvency ratio of 
SRAL under the HKIO basis were estimated by converting their balance sheets from 
Swiss or Singapore statutory basis to HKIO basis.  The conversion was performed by the 
Parties and reviewed by both the Accountable Actuary and CFO of SRZ and both the 
Certifying Actuary and CFO of SRAL: 

TABLE 1:  ESTIMATED SOLVENCY POSITION OF THE PARTIES UNDER HKIO BASIS AS AT 31 
DECEMBER 2018 

 Pre-Scheme Post-Scheme1 

USD million SRZ SRAL SRAL 

Surplus (Net Asset) 7,886 742 1,529 

Solvency Margin 5,067 296 480 

Solvency Ratio 156% 250% 319% 

Note 1:  The post-scheme position includes also the SRZ branches transferred before or in 
conjunction with the Scheme, i.e. Korea, Hong Kong, Malaysia, Japan and Australia (property and 
casualty only), in order to reflect the realistic position of SRAL immediately after the 
implementation of the Scheme. 

3.18. As observed from Table 1, the estimated solvency position of SRAL post-Scheme is higher 
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. 

3.19. In the event that the transfers of the other branches planned to occurr 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. 

3.20. I have also been provided with the Dynamic Solvency Testing (“DST”) calculations for the 
SRZHK branch calculated as at 31 December 2017, which show that the SRZHK branch 
remains financially strong under both the base and all the prescribed and plausible 
adverse scenarios throughout the three-year projection period.  Although the DST results 
as at 31 December 2018 are not yet available as at the date of this summary, 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.  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.   

Solvency positions under the Swiss Solvency Test (“SST”) basis 

3.21. As an entity regulated by the Swiss Financial Market Supervisory Authority, SRZ is 
required to report and manage its business under the SST regime.  Based on the 
requirements of the Monetary Authority of Singapore (“MAS”), 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 (“SRAL Risk Appetite Framework”).   The solvency positions 
of SRZ and SRAL as at 1 January 2019 under the SST basis are summarised under Table 
2. 
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TABLE 2:  ESTIMATED SOLVENCY POSITION OF THE PARTIES UNDER SST BASIS AS AT 1 
JANUARY 2019 

 Pre-Scheme Post-Scheme1  

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% 

Note 1:  Similar to Table 1, the post-scheme position includes also the SRZ branches transferred 
before or in conjunction with the Scheme, i.e. Korea, Hong Kong, Malaysia, Japan and Australia 
(property and casualty only). 

3.22. 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. 

3.23. 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. 

Credit rating 

3.24. 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+). 

Governance / management arrangements 

3.25. The governance of the SRALHK branch is expected to be different from the SRZHK branch 
given one of the key objectives of the regional restructuring is to establish and situate 
the governance locally in Asia.  However, I do not expect this to have materially adverse 
impact on the financial security of the Transferring Policyholders because: 

 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. 
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 Branch governance structure, Branch Management Committee Charter, Branch 
Management Committee members and personnel of the SRZHK branch will remain 
unaltered by the Scheme. 

 Risk policies, 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, 
and SRAL is also subject to the Swiss Re Group group-wide risk control framework.  

Risk policy and risk control framework 

3.26. 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.  I have reviewed the key risk policies which govern how risks are 
managed within the Swiss Re Group, and I have been informed that the SRALHK branch 
will be subject to the same set of risk policies.  Therefore, I believe there will be no 
materially adverse impact on the Transferring Policyholders from the risk management 
perspective post-Scheme.   

Regulatory overlay 

3.27. The financial security of the Transferring Policyholders needs to be further considered 
from a legal perspective, especially when the Scheme involves moving from a Swiss 
parent to a Singaporean one.  I have considered the regulatory overlay from two 
perspectives, including: 

 Regulatory framework and solvency practice: both the Singaporean and Swiss 
regulatory frameworks and solvency practice were held in high regard by the 
International Monetary Fund, according to their reports named  “Detailed Assessment 
of Observance – Insurance Core Principles” on both frameworks.  In addition, in terms 
of day to day regulatory supervision, the IA maintains regulatory and supervisory 
authority of both the SRZHK branch and the SRALHK branch; and 

 Policyholder protection: currently Switzerland, Singapore and Hong Kong do not have 
regulatory policyholder protection scheme in place to protect the reinsurance 
cedants should an insolvency happen and thus the Scheme does not place the 
Transferring Policyholders in a more adverse situation in this regard.  As the Hong 
Kong branch is part of the parent company (unlike subsidiary), the wind-up of the 
parent company (i.e. SRZ before the Scheme and SRAL after the Scheme) would 
automatically trigger the wind-up of the branch itself.  Therefore, similar to the 
treatment under the event of the insolvency of the Hong Kong branch, the creditor 
ranking of reinsurance cedants would be governed by Hong Kong law and follow the 
pre-determined ranking set out by statute which will not be affected by the Scheme.   

Financial security conclusion 

3.28. In summary, 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.  This view is also supported by exactly the same credit 
rating being applied to SRZ and SRAL by the three main global rating agencies.  As a 
result, I conclude that, in my opinion, the Scheme will have no materially adverse effect 
on the financial security of the Transferring Policyholders. 
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Effect of the Scheme on the benefit expectations of the Non-Transferring SRZ Policyholders and the 
Existing SRAL Policyholders 

4.1. In assessing the effects of the Scheme on the benefit expectations of the Non-
Transferring SRZ Policyholders and the Existing SRAL Policyholders, I have relied upon 
the professional opinion of the Accountable Actuary of SRZ and Certifying Actuary of 
SRAL respectively. 

Contractual benefits provisions 

4.2. I agree with the opinion of the Accountable Actuary of SRZ that SRZ’s ability to pay valid 
claims and to act appropriately in other contractual matters should be unaffected by the 
Scheme given the relative immateriality of the Transferring Business when compared to 
SRZ’s entire business. 

4.3. I have been informed by the Certifying Actuary of SRAL that the contractual benefits 
provided to the Existing SRAL Policyholders will not be changed by 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 

4.4. Similar to the features found in the reinsurance treaties of the SRZHK branch, for some 
of the reinsurance arrangements, both SRZ and SRAL have broad rights to adjust 
reinsurance premium rates either at each renewal date, or after the period where 
reinsurance premium rates are guaranteed.  These rights exist whether or not the 
Scheme proceeds.   

4.5. The decision to revise future reinsurance premium rates depends largely on the same 
factors as mentioned under paragraph 2.5.  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 SRZ and its legal entities (including SRAL and its 
branches).  Furthermore, as the legal jurisdictions, as well as the regulatory requirements, 
of SRZ and its legal entities (including SRAL and its branches) will not be changed by the 
Scheme, there is expected to be little impact on the technical cash flows from the 
reinsurance treaties, risk capital cost, debt funding cost and tax.   

4.6. Therefore, in conclusion, I have no reason to believe the Scheme will lead to a materially 
adverse exercise of discretion and future reinsurance premium charged to both the Non-
Transferring SRZ Policyholders and the Existing Policyholders of the SRAL. 

Policy terms and conditions 

4.7. Both the Accountable Actuary of SRZ and the Certifying Actuary of SRAL have confirmed 
that the policy terms and conditions of in-force Non-Transferring SRZ Policies and the 
Existing SRAL Policies will not be changed by the Scheme. 

 
Effect of the Scheme on the financial security of the Non-Transferring SRZ Policyholders and the 
Existing SRAL Policyholders 

5.1. Similar to my considerations on benefit expectation, I have relied upon the professional 
opinion of both the Accountable Actuary of SRZ and Certifying Actuary of SRAL in forming 
my opinion related to financial security below. 
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Materiality of the Transferring Business 

5.2. Given that the assets and liabilities transferring under the Scheme are relatively 
immaterial when compared to the size of SRZ, 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.   

5.3. For SRAL, I understand that the Transferring Business is less than one quarter of its size 
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 Transfer Date assuming the normal 
course of business during 2019.  Therefore, I have also considered other factors when 
forming my opinion on financial security of the Existing SRAL Policyholders. 

Capitalisation policies 

5.4. Both SRZ and SRAL maintain strong solvency ratios under their respective local 
regulatory basis and are governed by the capitalisation policies which aim to maintain a 
healthy solvency position.  Furthermore, the Certifying Actuary of SRAL has 
supplemented that these types of capitalisation policies or guidelines have been 
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 requested.  

5.5. 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 on risk and reserving 

5.6. 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 technical reserving policies of 
both SRZ and SRAL are the ones that I consider to be more relevant to the financial 
security of these policyholders and they are all independent of the implementation of the 
Scheme.  

Reinsurance portfolio risk profile and solvency position 

5.7. SRZ will remain as the ultimate parent company of all the SRAL branches following the 
Scheme and the transfers of business of other SRZ branches before or in conjunction 
with the Scheme, 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.  Hence I have no reason to believe the Scheme would 
have any materially adverse impact on the financial security of the Non-Transferring SRZ 
Policyholders in this regard. 

5.8. The risk profile of SRAL as a whole will be changed following the Scheme and the 
transfers of business of other SRZ branches before or in conjunction with the Scheme in 
light of additional reinsurance portfolios.  I have not identified any areas where these 
additional long term risk exposure are likely to have a materially adverse effect on 
Existing SRAL Policyholders.  Furthermore, the estimated solvency positions of SRAL 
under both the HKIO and SST bases have been improved post-Scheme, as summarised 
under Table 1 and Table 2.  For the same reasons highlighted under paragraph 3.19 and 
paragraph 3.23, 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. 
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Retrocession and intra-group retrocession 

5.9. To supplement my conclusion from the previous paragraph, I have also considered the 
risks retained by SRAL.  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, the SRZHK branch and those SRZ branches transferring before or 
in conjunction with the Scheme will enter into IGR agreements with SRZ on equivalent 
terms to their prior respective IGR programs.  Therefore I think there is unlikely to have 
any materially adverse impact to the Existing SRAL Policyholders following the Scheme 
given the protection offered by the IGR programs. 

Governance / management arrangements 

5.10. The governance of SRZ and its legal entities (including SRAL and its branches) is not 
expected to be affected by the Scheme as the structure, staff management, and internal 
guidelines maintained by the abovementioned entities around corporate governance are 
independent of the Scheme.  In addition, 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 changed by the 
Scheme. 

Regulatory environment 

5.11. The Scheme is not expected to lead to any changes to the regulatory framework, solvency 
practice, corporate governance and policyholder protection rules that apply to SRZ and 
its legal entities (including SRAL and its branches).   

 
Other considerations for all policyholders of SRZ and SRAL 

Group structure 

6.1. 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 Policyholders, Non-Transferring SRZ 
Policyholders and the Existing SRAL Policyholders, as a result of the change in group 
structure. 

Policyholder services and operational changes 

6.2. The main policyholder services provided by the SRZHK branch, SRZ and its legal entities 
(including SRAL and its branches) include 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 abovementioned entities.  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. 

6.3. The Scheme is also not expected to lead to any changes on the operational aspects, 
including business continuity and meeting regulatory requirements in financial reporting.  
In particular, I am informed that the SRALHK branch will continue to operate in the same 
office with the same personnel and internal functions, utilise the existing Swiss Re Group 
resources and follow the same Business Unit Continuity Plan, as they are with the current 
SRZHK branch.  
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Conclusion 

7.1. Taking account of the above considerations, in my opinion, 

 The Scheme will not have a materially adverse effect 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 Scheme will not have a materially adverse effect on the financial security of the 
policyholders of SRZ and SRAL respectively and, in particular, the Transferring 
Policyholders.   

 I am satisfied that the proposed Scheme provides sufficient safeguards to ensure that 
the Scheme operates as presented.  

 
Reliances and limitations 

8.1. This summary is subject to the same reliances and limitations clauses as set out in the 
full version of my Independent Actuary report dated 18 September 2019. 

8.2. This summary has been translated into Chinese.  If there is any inconsistency or 
ambiguity between the English version and the Chinese version, the English version 
shall prevail.  

 

 

 

 

 

Paul Sinnott 
Fellow of the Institute and Faculty of Actuaries (FIA)  
Independent Actuary 
 

18 September 2019 
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