
LIB01/MARJORAH/6697960.6 Hogan Lovells 

SUMMARY OF SCHEME AND INDEPENDENT EXPERT'S REPORT

Proposed transfer of insurance business of The Palatine Insurance Company Limited and 

Swiss Re Specialty Insurance (UK) Limited to Swiss Re International SE  

1. OVERVIEW 

1.1 It is proposed that: 

(a) the entire direct insurance business and reinsurance business of The Palatine 

Insurance Company Limited (“Palatine”); and 

(b) the entire direct insurance business and reinsurance business of Swiss Re 

Specialty Insurance (UK) Limited (“SRSI”), 

(together the "Transferred Business"), will be transferred to the UK branch of Swiss Re 

International SE (“SRI”) under a scheme pursuant to Part VII of the Financial Services 

and Markets Act 2000 (the "Act") (the "Proposal"). 

1.2 Palatine and SRSI are private limited companies incorporated in England and Wales 

which are authorised by the Prudential Regulation Authority (the "PRA") to carry out 

contracts of non-life insurance and reinsurance and are regulated by the PRA and the 

Financial Conduct Authority (the "FCA"). 

1.3 SRI is a Societas Europaea (a European public company) incorporated in Luxembourg. 

SRI is an insurance company authorised by Commissariat aux Assurances (“CAA”) to 

effect and carry out contracts of non-life insurance and reinsurance and is regulated by 

the CAA.  

1.4 Under the terms of the proposal, all of Palatine and SRSI's existing policies will be 

transferred to SRI. The terms of those contracts however will not otherwise be affected as 

a result of the transfers.  Consequently, policyholders of Palatine and SRSI need to take 

no action in relation to claims or premiums.   

2. PROCESS

2.1 The Proposal will be effected under provisions contained in Part VII of, and Schedule 12 

to, the Act.  These provisions permit a business carried on by an insurance company in 

the UK to be transferred to another insurance company.  The details of such a transfer 

must be set out in a scheme (the "Scheme"), which can only become effective with the 

sanction of the Court. 

2.2 Palatine and SRSI made an application to the Court in respect of the Proposal by a Claim 

Form issued on 26 August 2020.  The Court hearing is expected to take place on 16 

December 2020.  The application to the Court was accompanied by a report on the terms 

of the Scheme in a form approved by the PRA after consultation with the FCA and made 

by a person approved as an independent expert by the PRA after consultation with the 

FCA (the "Independent Expert's Report"). 

2.3 Any person (including an employee of Palatine, SRSI or SRI) who alleges that they might 

be adversely affected by the carrying out of the Scheme is entitled to object in writing or 

make oral representations or be heard by the Court at the Court hearing (either in person 

or by Counsel), as is the PRA and the FCA.  Any person who wishes to object to the 

application in writing or make oral representations or appear in person or by Counsel at 

the Court hearing is requested (but is not obliged) to notify their objections as soon as 

possible to Hogan Lovells International LLP (the solicitors acting for Palatine, SRSI and 



LIB01/MARJORAH/6697960.6 Hogan Lovells 

SRI) at Atlantic House, Holborn Viaduct, London, EC1A 2FG (tel: +44(0) 20 7296 2000, 

fax: +44(0) 20 7296 2001), quoting reference C4/HM/TJG. 

2.4 Subject to the granting of an order of the Court sanctioning the Scheme, the Scheme is 

expected to become effective in December 2020 (the "Effective Date"). 

3. SUMMARY OF THE SCHEME

3.1 Transfer of the entire insurance business of Palatine and SRSI to SRI 

Under the Scheme the entire direct insurance business and reinsurance business of 

Palatine and SRSI will be transferred to the UK branch of SRI in accordance with the 

Scheme on the Effective Date (except as provided in paragraph 3.3 below).  SRI will 

become the insurer in place of Palatine under insurance policies issued by Palatine, the 

reinsurer in place of Palatine under reinsurance policies issued by Palatine, the insurer in 

place of SRSI under insurance policies issued by SRSI and the reinsurer in place of SRSI 

under reinsurance policies issued by SRSI.  

3.2 Litigation

From the Effective Date any proceedings which are pending, current or contemplated by 

or against Palatine or SRSI in respect of the transferring business will be continued or (as 

the case may be) commenced by or against SRI. 

3.3 Excluded policies

If any policy that SRSI or Palatine is intending to transfer is excluded from the transfer for 

any reason (for example by the order of the Court or by the agreement of Palatine/SRSI 

and SRI), then that policy will not be transferred to SRI.  However, Palatine, SRSI and 

SRI have no reason to believe that any such policy will not be transferred. 

4. MODIFICATIONS OR ADDITIONS TO THE SCHEME

The Scheme may not be modified or made subject to further provisions or conditions 

without the written consent of the PRA and the FCA.  Any such modification would also 

need to be approved by the Court. 

5. SUMMARY OF THE INDEPENDENT EXPERT'S REPORT

The Independent Expert has provided a summary of his report, which is appended to this 

document. 

6. COPIES OF DOCUMENTS RELATING TO THE PROPOSAL

Copies of the Independent Expert's Report and of this document are available on the 

following website: www.swissre.com/part-vii-transfer and will also be provided, free of 

charge, by Hogan Lovells International LLP, solicitors for Palatine, SRSI and SRI, whose 

details are given in section 2.3 of this document. 

7. SUPPLEMENTARY REPORT OF THE INDEPENDENT EXPERT

The Independent Expert intends to prepare a supplementary report on the transfers 

shortly before the Court hearing in order to update the Independent Expert's Report.  

Copies of the supplementary report will be made available on the website named in 

paragraph 6 and free of charge from Hogan Lovells International LLP. 
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SUMMARY OF REPORT OF THE INDEPENDENT EXPERT 

RELATING TO 

THE PROPOSED TRANSFER OF THE INSURANCE AND REINSURANCE BUSINESSES  

FROM THE PALATINE INSURANCE COMPANY LIMITED 

AND SWISS RE SPECIALITY INSURANCE (UK) LIMITED TO 

THE UK BRANCH OF SWISS RE INTERNATIONAL SE 
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APPENDIX  

SUMMARY OF THE INDEPENDENT EXPERT REPORT ON THE PART VII TRANSFER 

1. About the Independent Expert’s Report and this Summary 

I, Gary Wells, am a principal of Milliman LLP and a Fellow of the Institute and Faculty of Actuaries. I 
have been appointed as the Independent Expert to provide, in accordance with Part VII of the FSMA, a 
report (the “Report”) on the potential impact of the proposed transfers on the policyholders of The 
Palatine Insurance Company Limited (“Palatine”), Swiss Re Specialty Insurance (UK) Limited (“SRSI”) 
and Swiss Re International SE (“SRI SE”). My Report is intended to assist the Court in assessing if the 
proposed transfers could have an adverse impact on affected policyholders, in particular in respect of 
the security of their policies and the levels of service that they could expect to receive after the transfers.  

This appendix contains a summary (“Summary”) of my Report, dated 20 August 2020. The Summary is 
subject to the same limitations on its use as those set out in my Report. My Report contains the 
reasoning behind my conclusions, some of the detail of which I have omitted from this Summary. My 
Report also includes further information regarding Palatine, SRSI and SRI SE that I have also not 
included within this Summary. While I am satisfied that this Summary provides an appropriate synopsis 
of my Report, reliance on this Summary alone could be misleading. Copies of my Report and any 
subsequent update can be obtained from www.swissre.com/part-vii-transfer or may be obtained by 
written request to Hogan Lovells International LLP (the solicitors acting for Palatine, SRSI and SRI SE), 
Atlantic House, Holborn Viaduct, London EC1A 2FG, quoting reference C4/HM/TJG.   

The document to which this Summary is an appendix contains a description of the proposed Scheme. 
Therefore, I have not included further description of the proposed Scheme within this Summary. Further, 
by way of background, my Report includes material regarding the insurance regulatory environment in 
the UK and in Luxembourg. Again, I have not included that material within this Summary that instead 
focuses on what I perceive to be the security and service levels provided to policyholders and the likely 
effect of the proposed Scheme on policyholders of Palatine, SRSI and SRI SE, as applicable. 

In the event of any conflict of interpretation between this Summary and my Report, the interpretation 
contained in my Report will prevail. 

2. Who will be affected by the Scheme?  

I have determined that the following policyholder groups might be affected by the proposed Scheme: 

• those holders of policies issued by Palatine – the “Transferring Palatine Policyholders”;  

• those holders of policies issued by SRSI – the “Transferring SRSI Policyholders”; and 

• the current (as at the Effective Date, expected to be 31 December 2020) policyholders of SRI 
SE – the SRI SE Policyholders. 

I have been told that it is intended that all of Palatine’s business (including reinsurance assets) and all of 
SRSI’s business (including reinsurance assets and associated guarantees) will be transferred to the UK 
branch of SRI SE (“SRI UK”) as part of the proposed Scheme and therefore it is expected that there will 
be no current policyholders of Palatine or SRSI who have policies that are not being transferred. 
Further, I have been told that the assets of Palatine and the assets of SRSI (other than, in each case, 
€4.5 million of retained assets that are to transfer into SRI SE immediately prior to the dissolutions of 
Palatine and SRSI) will be transferred to SRI SE as part of the proposed Scheme.    

I have assessed the circumstances, security and levels of service of each of these groups of 
policyholders separately and have then similarly considered the changes that the Scheme is likely to 
cause in those circumstances, security and levels of service. I consider that policyholders of no other 
insurance companies would be affected by the proposed Scheme. 

I refer to the Transferring Palatine Policyholders and the Transferring SRSI Policyholders collectively as 
the “Transferring Policyholders”. 



20 August 2020 

- 3 - 

Further, I use four qualitative terms to describe the financial status of Palatine, SRSI and SRI SE, 
assigning increasing levels of financial strength:   

• “sufficiently capitalised” refers to financial resources (Own Funds
1
) between 100% and 119% of 

regulatory capital requirements; 

• “more than sufficiently capitalised” refers to financial resources (Own Funds) between 120% 
and 149% of regulatory capital requirements; 

• “well-capitalised” refers to financial resources (Own Funds) between 150% and 199% of 
regulatory capital requirements, and 

• “very well-capitalised” refers to financial resources (Own Funds) in excess of 200% of regulatory 
capital requirements. 

3. Will there be any impact on the security of the Transferring Policyholders?   

I have reviewed the key components of the calculation of the solvency requirements relative to the Own 
Funds available to meet such solvency requirements, for each of Palatine, SRSI and SRI SE, using both 
current and forward-looking measures of those requirements. I have noted that: 

• Palatine is a small insurance company in run-off, whose liabilities are wholly reinsured within the 
Swiss Re Group. As at 31 December 2019, Palatine was a very well-capitalised company and is 
forecast to continue to be a very well-capitalised company up until the Effective Date; 

• SRSI is a small insurance company in run-off, the majority of whose liabilities are heavily reinsured 
with intra-group and external reinsurers. As at 31 December 2019, SRSI was a very well-
capitalised company, and is forecast to be a very well-capitalised company up until the Effective 
Date; and 

• SRI SE is a very large insurer with a diversified portfolio of liabilities (which are heavily reinsured 
primarily on an intra-group basis). As at 31 December 2019, SRI SE was a very well-capitalised 
company, and is forecast to be a very well-capitalised company on the Effective Date, following the 
implementation of the Scheme. It is also forecast to remain a very well-capitalised company over 
the forward-looking (projection) period (2020 – 2022) whether the Scheme is implemented or not.  

The pre-Scheme risk profiles of Palatine, SRSI and SRI SE are outlined above. The Transferring 
Policyholders will become exposed to SRI SE if the Scheme is sanctioned, and will therefore be part of 
a large insurer with a diversified portfolio of liabilities (that are heavily reinsured predominantly on an 
intra-group basis).  

I note that those Transferring SRSI Policyholders who pre-Scheme enjoy the additional security afforded 
under the SRSI US Trust Fund

2
 will move to the SRI SE US Trust Fund after the Scheme has been 

implemented, and thus continue to enjoy the additional security afforded by a US trust fund post-
Scheme. (For the avoidance of doubt, the SRSI US Trust Fund and the SRI SE US Trust Fund are 
separate US trust funds, and the SRSI US Trust Fund will cease post-Scheme.) 

I also note that those Transferring SRSI Policyholders who pre-Scheme enjoy the additional security 
(over and above the capital resources held within SRSI) provided by letters-of-credit

3
 (“LOCs”) that 

these LOCs will continue to operate on the same terms and in the same way after the Scheme has been 
implemented.  

1 Own Funds are the surplus of assets over liabilities (plus subordinated debt, if any) as determined under the Solvency II Insurance Directive. 

2
 Some of the business of SRSI is protected by assets held in a US Trust Fund specific to SRSI. The SRSI US Trust Fund is used to firstly pay 

policyholders of SRSI who are protected by the SRSI US Trust Fund, but any excess over the funding requirement may be released to general 
assets and so be available for the benefit of all SRSI policyholders. Likewise, some of the business of SRI SE is protected by assets held in a US 
Trust Fund specific to SRI SE. The SRI SE US Trust Fund is used to firstly pay policyholders of SRI SE who are protected by the US Trust Fund, 
but any excess over the funding requirement may be released to general assets and so be available for the benefit of all SRI SE policyholders. 

3 Some of the business of SRSI is protected by LOCs. These LOCs are used to pay policyholders (up to the amounts stated in the LOCs) who are 
protected by the LOCs, in the unlikely event of SRSI being unable to pay amounts due to them. 
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These different aspects are not wholly quantifiable and hence are not directly comparable with one 
another. Taking all of these aspects into account, I have concluded that, on an on-going basis, the 
security of the Transferring Policyholders will not be materially affected by differences in the financial 
strength between Palatine, SRSI and SRI SE. 

I note above that, post-Scheme, the Transferring Policyholders will be in a very well-capitalised 
company. This means that I consider the risk of insolvency of SRI SE post-Scheme to be remote at 
present. I am therefore satisfied that any potential change in the wind-up priorities of the Transferring 
Policyholders that would be caused by the Scheme will have no material impact on the security of 
benefits of the Transferring Policyholders.   

I have concluded that the impact of the proposed Scheme will not have a materially adverse effect on 
the security of the Transferring Policyholders. 

4. Will there be any impact on security of the current policyholders of SRI SE?  

The effect of moving the Transferring Business into SRI SE will result in a small addition to SRI SE’s 
portfolio (on both a gross and net of reinsurance basis) at the Effective Date (i.e. less than 0.3% of the 
gross pre-Scheme technical provisions). The proposed Scheme will therefore result in a small increase 
to the liabilities of SRI SE and a de minimis effect on the capital (and regulatory capital position) of SRI 
SE. Furthermore, SRI SE is projected to be a very well-capitalised company over the (projection) period 
2020 – 2022. I therefore, do not believe that the financial security of the existing SRI SE Policyholders 
will be materially adversely affected as a result of the Scheme. 

I also note that those SRI SE Policyholders who pre-Scheme enjoy the additional security provided by 
the SRI SE US Trust Fund will continue to do so post-Scheme. Likewise, those SRI SE Policyholders 
who pre-Scheme enjoy the additional security provided by LOCs will continue to do so post-Scheme. 

I have concluded that the proposed Scheme will not have a materially adverse effect on the security of 
the existing SRI SE Policyholders. 

5. Will the proposed Scheme affect levels of service?  

The Scheme is primarily a legal and financial reorganisation of the UK businesses operating under the 
Swiss Re brand. As such, it will not result in any significant changes to the administration of the 
Palatine, SRSI or SRI SE businesses.  

As part of the UK’s exit from the EU, I note that SRI SE has notified the PRA that it will enter the 
temporary permissions regime

4
 (the “TPR”) at the end of the Transition Period and is thus able to 

continue carrying out regulated activities in the UK for up to three years (post the Transition Period) via 
SRI UK. I further note that SRI SE has applied to the PRA/FCA for the direct authorisation of SRI UK, 
but this is not anticipated to be granted prior to the implementation of the Scheme. I am unaware of any 
reason why SRI SE entering the TPR (and/or planning to establish a third-country UK branch) would 
materially adversely impact the policy servicing standards experienced by the Transferring 
Policyholders. Nonetheless, should it be necessary, I will comment further on these developments in my 
supplemental report (see Section 10 below).  

I have therefore concluded that no group of policyholders will suffer any significant changes in service 
standards as a result of the proposed Scheme.  

4 HM Treasury has legislated that a Temporary Permissions Regime (TPR) will take effect from the end of the Transition Period (i.e. after 31 
December 2020). The aim of the TPR is to allow firms (such as SRI SE) that wish to carry out regulated activities in the UK in the longer term to 
do so for up to 3 years after the EU passporting regime ends in the UK (on 31 December 2020).  
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6. Will the proposed Scheme affect dispute resolution and/or compensation levels?  

The Financial Services Compensation Scheme (“FSCS”) protection currently available to eligible 
Transferring Policyholders is not expected to change as a result of the Scheme. SRI SE has a UK 
branch established by the exercise of passport rights (i.e. SRI UK), and has applied to the PRA/FCA for 
the direct authorisation of SRI UK, so that any eligible policyholders will have the same access to the 
FSCS that they had pre-Scheme. Further, the eligibility (or otherwise) of SRI SE Policyholders to FSCS 
protection will not change as a result of the Scheme. I note that the Transferring Policyholders (and the 
existing SRI SE Policyholders) are entirely commercial policyholders and hence would mostly not be 
eligible for FSCS protection.   

The Financial Ombudsman Service (“FOS”) compulsory jurisdiction covers complaints about the 
activities of a firm in the UK, which includes the UK branch activities of a passporting insurer, such as 
SRI SE. As such, there should be no change for the Transferring Policyholders as a result of the 
Scheme (whether SRI UK operates via passport rights pursuant to the TPR or via direct authorisation by 
the PRA/FCA). In particular, activities carried on by an establishment in the UK (whether through a head 
office or branch of a firm) are covered by FOS both before and after the Scheme. Further, the eligibility 
(or otherwise) of policyholders of SRI SE to access the FOS will not change as a result of the Scheme. 
As I note above, the Transferring Policyholders (and the existing SRI SE Policyholders) are, entirely 
commercial policyholders and hence would mostly not be eligible to bring complaints to the FOS.  

If, for whatever reason, SRI SE has not established a UK (third country) branch directly regulated by the 
PRA/FCA prior to the expiry of the TPR (scheduled to be three years after the end of the Transition 
Period), then SRI UK would fall under the FSCR

5
 for at least 15 years in relation to the FSCS and the 

FOS. Thus, it follows that the Transferring Policyholders (and the SRI SE Policyholders) currently 
eligible to access the FSCS and/or the FOS will continue to have the right to use the services so 
provided for at least 15 years after the expiry of the TPR. As such, I do not believe that the Transferring 
Policyholders (or the SRI SE Policyholders) are materially disadvantaged by the scenario where SRI SE 
fails to establish a UK (third country) branch directly regulated by the PRA/FCA prior to the expiry of the 
TPR.  

I have therefore concluded that any loss of access to the FSCS and/or FOS currently available to 
eligible Transferring Policyholders (or SRI SE Policyholders) will not have a materially adverse effect on 
such policyholders.  

7. Is there an impact upon the reinsurers of Palatine and SRSI?  

The Court has the power to order (and the Scheme provides for) the transfer to SRI UK, of Palatine’s 
and SRSI’s relevant outwards reinsurance contracts (and associated guarantees) in respect of the 
Transferring Business. As such, all of Palatine’s and SRSI’s relevant outwards reinsurance contracts 
(and associated guarantees) will be transferred as part of the Scheme.  

The administration of the business to be transferred under the Scheme, including the management and 
handling of claims, will continue to be performed post-Scheme by the same people, using the same 
processes, as it had been pre-Scheme, so the magnitude and timing of recoveries claimed against 
reinsurance contracts relating to the business to be transferred will be unaffected by the Scheme.  

I am therefore satisfied that the Scheme will not have a materially adverse effect on the reinsurers of 
Palatine and SRSI. 

8. Will COVID-19 affect the proposed Scheme? 

I have reviewed the impact assessments conducted by Palatine, SRSI and SRI SE (the “Companies”), 
and held discussions with senior members of staff within the Swiss Re Group that has helped me to 
evaluate the potential impact of the COVID-19 pandemic on the financial and operational health of the 
Companies (including the logistics of carrying out the Scheme as proposed). 

5
The Financial Services Contracts Regime (the “FSCR”) is designed as a back-stop to the TPR to allow for the orderly wind down (run-off) of the 

UK regulated activities of firms that, for example, are principally permitted to carry out regulated activities that are necessary to perform pre-
existing contracts.
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Based on my review and discussions, Palatine and SRSI (both of whom have not written any new 
contracts for many years, and whose investments are held in cash and short-term UK government 
bonds) have in each case not seen any material negative impact on their assets or liabilities. For SRI 
SE, the financial impact has been largely mitigated at a net level by the extensive reinsurance 
programme in place. 

In addition, for all Swiss Re Group companies, business continuity plans are in place. Therefore, 
operations for the Companies, despite the COVID-19 outbreak, are not materially impacted as a working 
from home strategy is in place across all locations. I further note that third party service providers are 
being closely monitored and no material service disruptions have been observed. 

The steps taken by the Swiss Re Group in response to the disruption caused by COVID-19 appear to be 
reasonable. I am satisfied that the Scheme would not amplify the adverse impact of COVID-19 on the 
financial health of the Companies or on the service standards that they provide. I am further satisfied 
that none of the groups of affected policyholders identified above, would be materially disadvantaged by 
the Scheme in respect of the consequences of the COVID-19 pandemic.  

9. Conclusion  

I confirm that I have been provided with access to all material facts of which I am aware and which I 
consider relevant in order to assess the proposals under the proposed Scheme and I further confirm that 
all information that I have requested in relation to my review has been provided. I have had discussions 
with senior members of staff at SRI SE, Palatine and SRSI that have helped me to evaluate the potential 
impact of the proposals on all policyholders under the proposed Scheme. In carrying out my review and 
in producing my Report, I have relied, without detailed verification, upon the accuracy and completeness 
of the data and information provided to me by Palatine, SRSI and SRI SE. My conclusions depend on 
the substantial accuracy of this data, information and the underlying calculations. At the time of 
preparing my Report, I was unaware of any issue that might cause me to doubt the accuracy of the data 
and other information provided to me by Palatine, SRSI and SRI SE. As far as I am aware, there are no 
matters which I have not taken into account in undertaking my assessment of the proposed Scheme and 
in preparing my Report, but which nonetheless should be drawn to the attention of policyholders in their 
consideration of the proposed Scheme. 

In my opinion, provided that the proposed Scheme operates as intended (and I have no grounds for 
believing it will not do so): 

• the security of benefits to policyholders of Palatine, SRSI and SRI SE will not be materially 
adversely affected by the implementation of the Scheme on the Effective Date; and  

• the Scheme will not materially adversely impact on service standards experienced by the 
policyholders of Palatine, SRSI and SRI SE. 

10. Supplemental (Update) Report  

My analysis has been based upon the material supplied to me, including balance sheets and other 
information, based on accounting positions as at 31 December 2019, and projected over the 3 year 
period (2020 – 2022).  

Shortly before the date of the Court hearing at which an order sanctioning the Scheme will be sought, I 
will prepare a supplemental report covering any relevant matters (including the potential risks from the 
COVID-19 pandemic) that might have arisen since the date of my Report. It is intended that the 
supplemental report will be published on the website dedicated to the proposed Scheme at least one 
week before the date of the final Court hearing.  

Gary Wells / 20 August 2020 

Fellow of the Institute and Faculty of Actuaries


