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Executive Summary

Closed Life Funds: causes, consequences and issues
This research examines the development of closed life insurance firms in the UK from 1995-2004.  Our study covers UK-authorised long-term insurers (excluding pure reinsurers) and significant friendly societies.

At the end of 1994 there were 49 closed firms.  There were 67 cases of firms closing over the period to 2004; however, many of the closing firms subsequently transferred their business to another insurer, and some re-opened.  The outcome is that the number of closed firms only increased by five to 54.  On the other hand, the number of open firms fell from 197 to 134. The assets in closed firms increased from £6 billion in 1994 to £139 billion in 2004, the latter figure being 13% of the industry total of £1065 billion.
In the first half of our period, 1995-99, there were 27 closures (and only 10 of the firms had with-profits liabilities), whereas in 2000-04 the number of closures was 40 (of which 23 had with-profits liabilities).

At the end of 2004, two of the “closed fund consolidators”, Resolution plc and Pearl Group Ltd, owned 12 and 7 closed firms respectively (i.e. 19 of the 54 in total), with £39bn and £28bn assets respectively.

Comparing open and closed firms, we find that closed firms tend to be smaller, financially weaker, and have a higher proportion of their liabilities that are with-profits.  They also tend to have relatively high lapse/surrender rates and higher maintenance expenses as a proportion of premiums.

A number of large with-profits life insurers have closed in recent years.  We can compare the 21 open and 17 closed firms that have issued a realistic with-profit balance sheet in accordance the FSA rules at the end of 2004.  The closed firms tend to be relatively small, have lower solvency ratios and have a lower risk capital margin as a proportion of their liabilities.  This is consistent with the “de-risking” that some closed firms have emphasised.

We examine the characteristics of firms that close, two years before closure.  We then compare these characteristics with similar firms that do not close.  We find statistically significant differences that closure is more likely if the firm:

· is proprietary as distinct from mutual (***)

· has low solvency (***)

· has a low proportion of linked business (*)

· has a low level of new business (***)

· has a high acquisition cost ratio (**)

· has a high maintenance expense ratio (**).

· had an increase in its long-term fund assets in the year ending t-2 (**)

(the more asterisks, the higher level of statistical significance).

We then examine the consequences of closure, by examining 24 firms that closed with similar firms that did not close (“matches”).  Our analysis is restricted to firms that were in operation 3 years before and 3 years after closure.  We find that:

· the solvency ratio of closers tends to improve after closure;

· the gap between closers and matches on equity allocation narrows; in the 2nd and 3rd year after closure, the equity allocation improves whereas for matches it falls;

· the early termination ratio for closers is markedly higher in the year after closure (it increases by 2 percentage points), and while it then drops, it is still higher than for the matches in the 2nd and 3rd years after closure; and

· the maintenance expense ratio of closers is markedly higher in the year after closure and although it declines somewhat thereafter, the excess of expenses of closers over matches remains higher than pre-closure, (although this finding may be affected by changes in firms’ expense allocation methods).
The analysis of consequences of closure cannot include firms that closed recently, which includes many of the large with-profits firms acquired by closed fund consolidators.   There is some evidence of maintenance expenses decreasing, and of alternative approaches to equity investment; but a formal analysis of the impact of closure is not yet available.

The Financial Services Authority has introduced new rules for closed firms, and is reviewing the practices of closed firms.  We discuss a number of issues of relevance to with-profits policyholders, including the challenge that closed firms face to demonstrate fairness of their payouts, the operation of management services agreements and the proportion of surplus allocated to shareholders.  There are challenges to regulators if they are to ensure that value is not transferred from with-profits policyholders to shareholders.

The emergence of closed fund consolidators is a recent phenomenon.  They have a focus on the operation of the existing business, and this may enable them to achieve their planned return to shareholders.
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1 Introduction
1.1 Background and objectives
The structure of the UK life insurance industry has been changing significantly in recent years, with a marked decline in the number of firms operating in the market.  Of course, changes in the composition in the market are not new.  However, what has been marked in recent years is several firms closing their doors to new business, which includes some prominent players in the market.
Many of the companies that have closed have written with-profits business, where the directors have discretion regarding the investment strategy they pursue, and how they distribute their surpluses to with-profits policyholders and, in the case of proprietary companies, to shareholders.  These issues may come more sharply into focus especially in the case of firms that have closed because their financial position is weak.
Related to this closure trend has been the emergence of a number of ‘closed fund consolidators’, i.e. firms with a strategy of acquiring closed life funds.  This may lead to further changes in the structure of the life insurance market.
These developments raise a number of issues for shareholders, policyholders, employees and regulators.  While a number of papers have addressed some of the issues (see section 1.3), this paper is an extensive study of the development of closed life funds, and the consolidators, over a ten-year period 1995-2004, with statistical analyses that it is hoped will contribute to an understanding of the closed fund phenomenon.
In particular, the objectives of this research are to:

· document the progression of closed funds in the UK life insurance market;
· compare the characteristics of open and closed funds;
· assess the factors associated with closures, and make a comparison of firms that have closed and those that have remained open;
· examine changes in the performance of firms after they have closed, which it is hoped will give some insights into the consequences of closure; and

· set out the issues of concern in this area, and actions being taken by the regulators.
1.2 Scope

Our study covers UK-authorised insurers operating in the U.K. long-term market over 1995-2004, excluding pure reinsurers.  We also include what we refer to as ‘significant friendly societies’ (defined in section 5).  The analysis covers not only with-profits but also unit-linked and other business.

We have used publicly available information for our research, primarily firms’ reports and accounts and their annual returns to the FSA (previously the Treasury and Department of Trade and Industry).  There are some areas where data limitations restrict the research we can do (e.g. regarding payouts to policyholders), and we comment on some issues of information availability in section 8.3.
1.3 Previous work

The history of the UK life insurance market includes many firms that have not survived in their original form.  Froggatt and Iqbal (2002) counted 377 organizations transacting with-profits business at some time in the past.  They found that 290 no longer survived as open to new business, 123 having transferred their business and 109 being wound up (only 13 were closed, nine of these closures taking place in 1981-2002).

More recently, the Financial Services Authority (2004) found that 66 out of 110 with-profits funds were closed to new business at end 2003, with assets of £190 billion (20% of the total market).  Their survey included, in addition to long-term insurers, what we refer to as ‘significant friendly societies’.  Their calculations covered the funds within firms rather than whether the firm in its entirety was closed.  KPMG (2004) reported that the number of closed firms increased from 35 at the end of 2002 to 44 at the end of 2003, representing £124 billion liabilities, 14% of the market.  They also identified 19 firms in what they called ‘partial run-off.’  However, KPMG’s survey was limited to firms with long-term liabilities exceeding £500 million.

Financial Services Authority (2004) also commented on the level of payouts on maturity from with-profits funds, finding that “while some closed funds have made lower payouts than open ones, there are others that have performed well.  But to the extent that the poor performance argument stands up, the evidence suggests that poor performance is a reason for closure, not a result of it” (p. 12).

The recent increase in the number of closures has led to concerns about the position of policyholders, as raised by the Financial Services Authority (2004) and the House of Commons Treasury Committee (2004a, 2004b), which we refer to in section 4.  In the actuarial literature, Hairs et al (1999) considered some aspects of closed funds, although primarily from the perspective of whether closure was an alternative to demutualization.  More recently, a number of short articles have discussed the emergence of the closed fund consolidators (Loney, 2004; Hadley, 2005; Woodley, 2005). 
1.4 Plan

In section 2 we discuss the definition of ‘closed funds’ and section 3 goes on to set out an analytical framework for our study.  This is followed in section 4 where we set out issues discussed and actions taken in this area by the Financial Services Authority (FSA). 

In section 5 we describe the data we have used and present our findings on the number of closed funds (or, more strictly, closed firms) over 1995-2004. Section 6 contains an analysis of the causes of closure, and in section 7 we consider the consequences of closure.
In section 8 we comment on some of the issues of particular relevance to policyholders, shareholders and regulators.

2 Definition of closed fund
2.1 FSA definition
FSA (2004) raised the issue of what is meant by a closed fund, and in 2005 introduced rules about the closure of with-profits business, COB 6.12.94 and 95, the latter giving the definition of closed fund for this purpose.  We reproduce these rules here, together with 6.12.96 and 97, which are also relevant.

‘COB 6.12.94R

Ceasing to effect new contracts of insurance in a with-profits fund

A firm must:

· inform the FSA and its with-profits policyholders within 28 days; and

· submit a run-off plan to the FSA as soon as reasonably practicable and, in any event, within three months, of first ceasing to effect new contracts of insurance in a with-profits fund.

COB 6.12.95 R

For the purpose of COB 6.12.94 R, a firm will be taken to have ceased to effect new contracts of insurance in a with-profits fund:

· when any decision by the governing body to cease to effect new contracts of insurance takes effect; or

· where no such decision is made, when the firm is no longer:

· actively seeking to effect new contracts of insurance in that fund, or 

· effecting new contracts of insurance in that fund, except by increment.

COB 6.12.96 G

A firm should not avoid taking a formal decision to cease to new effect new contracts of insurance in a with-profits fund in an attempt to avoid the requirements of COB 6.12.94 R.

COB 6.12.97 G

A firm should contact the FSA to discuss whether it has, or it should be taken to have, ceased to effect new contracts of insurance, for the purposes of COB 6.12.94R if:

· COB 6.12.95R (2) may apply;

· it is no longer effecting a material volume of new with-profits policies in a particular with-profits fund, other than by reinsurance;

· it is effecting only new reinsurance business in a particular with-profits fund; or

· it cedes by way of reinsurance most of the new with-profits policies it continues to effect”.

2.2 Definition used in this study

The FSA rules were designed in the context of with-profits business, and the protection of policyholders.  However, our research also covers non-profit business, and we therefore need a separate definition.  We have used:

‘A firm is closed to new business:

· upon the taking effect of a decision by the governing body to cease to effect new contracts of long-term business, as publicly announced in the report and accounts, FSA Returns, or other document such as connection with a transfer of business; 

· when no new contracts are being effected; or

· where the new contracts it is effecting are incidental and not material;

and where ‘new contracts’ excludes contracts arising under previous obligations permitting policyholders to effect increments or exercise options, and excludes pipeline business following the issue of quotations for new contracts.’

Our definition implies that if a firm was reinsuring all its new business we would not regard it as closed: of course, it is still seeking new customers (although the reinsurance leads to other issues).  If the new business it was effecting was all through inwards reinsurance rather than direct, we again would not regard it as closed: it is taking on obligations for new customers.  However, we distinguish those open firms whose new business is only by inwards reinsurance.

We also distinguish those firms that have with-profits liabilities that, although open, no longer effect new with-profits contracts.

Some firms, while open in accordance with our definition, write low volumes of new business and are sometimes regarded as ‘nearly closed’.  We refer to this in section 5.2.

It may be useful to outline the stages involved in closure.  When a firm closes, it may of course continue in closed form for some time.  Many closed firms then transfer their business to another insurer, and so cease to have any long-term insurance liabilities: we call this ceasing to be operational.  A firm may cease to be operational in other ways: its policies may all go off the books; or, if its business is wholly through inwards reinsurance, the reinsurance contracts may be cancelled.  Once a firm is non-operational, its authorisation to carry on long-term insurance business may be cancelled (i.e. de-authorisation).  Subsequent to this, the firm may decide to continue in business (but not long-term insurance), or the firm itself may cease to exist (liquidation).

However, note that some closed firms do re-open to new business (see section 5).

2.3 Funds within firms

There are some groups that own more than one life insurance firm (e.g. Resolution plc owns several).  Our research is focused on the life insurance firms rather than the groups (although some of our work considers whether groups are closed).

Some firms operate more than one fund (sometimes called sub-funds) within their long-term business fund.  Our own survey relates to whether firms rather than funds are closed.  This is partly because data on funds is not as readily available as it is at firm level.  Indeed, where a firm has more than one fund, the FSA rules do not require separate balance sheets in the FSA Returns for such funds, except that where the firm is a large with-profits firm there will be a form 19 (realistic balance sheet), which refers to the with-profits business in each separate fund (and somewhat limited information about other business).  However, where a firm has more than one fund, policyholders’ benefits are usually determined primarily in relation to the finances of the fund of which their policy forms part, which suggests that a proper understanding of the prospects for their policy requires separate balance sheets to be produced.

If further information about funds within firms was published, this may also improve the tradability of such funds.  We mention this in section 8.3.

3 Features of closed funds and implications

3.1 Features of closed funds

We set out below the characteristics of closed funds, in comparison with open funds:
· no new policies or only a small number of policies (usually increments) are written;

· there is a more limited range of activities, as there are sales or no marketing functions;

· they will be of smaller size than if they had remained open;

· they have a limited duration as policies will eventually run off; and 

· there are transitional issues when closure takes place.

The implications of there being no (or only small number of) new policies are:

· there are no longer the same incentives to achieve a good performance for existing customers that derive from the benefits this can have in attracting new business; and

· a loss of profits that would have arisen from new business.

The customer incentive impact may be reduced if:

· the firm wishes to keep the option to re-open in the future;

· other life firms in the same group remain open to new business; or

· the group has other firms that are open to new business, especially if such firms are aiming to do business with the customer base of the closed fund.

Closed funds do, however, typically benefit from good persistency and this does give an incentive for good performance for existing customers.

The limited range of activities may have a number of implications:

· the specialization on the management of existing business may lead to an improvement in performance on that activity;

· acquisition of business is subject to many risks, including the possibility that new business plans will not be achieved, or that FSA rules relating to selling and marketing will be breached; these risks are thereby largely eliminated;

· it may mean that a different set of skills is required for management teams and owners, perhaps with an emphasis on financial management capabilities: we may therefore see new teams and owners active in the closed fund sector;

· new owners may operate such that directors and management have incentives that emphasise the financial results of the life insurer from the perspective of the shareholder; we would expect the regulator to be alert to the need for the interests of policyholders to be protected;

· however, there may be difficulties in attracting and retaining some staff and management who prefer to work in an environment where new business is prominent, although a consequence could be that closed fund consolidators have size and growth potential such that they are not unduly affected by this; and 

· a more limited range of activities may increase the ease with which firms are traded.

This potentially increased tradability may have an important consequence in increasing the degree in competition in the life insurance market.  The performance of a closed fund is likely to be more transparent than an open fund, the latter having to deal with whether their expenses relate to new business or maintenance, and where the profitability of new long-term business can be difficult to determine and communicate.  If, however, a closed fund performs badly, particularly as regards its expense levels, this may be more apparent. 

Competitive pressures from the capital market can help drive efficiency, even where competition in the product market is limited.  The incentives may be greatest where a closed firm has listed shares and less so where the firm is mutual. 

One of the potential problems facing a new entrant to the life insurance market is that if the business turns out to be unsuccessful, the firm has liabilities that will take many years to run off.  However, if a new entrant knows that it is likely to be able to sell its block of business to a closed fund consolidator, this may remove one of its hindrances to new entry to the market.

Although we referred above to the loss of profits from new business, it is of course possible that new business profits are expected to be negative.  Clearly this is a potential cause of closure. 

The small size may imply:

· diseconomies of small scale, i.e. higher unit costs than otherwise;

· liquidity in investments becomes a higher priority.

The limited duration may imply:

· inter-generational smoothing is restricted (although we would not expect a firm to depend on the existence of future generations of policyholders to fund a deficit);

· surplus assets will need to be distributed; and

· liquidity of investments becomes a higher priority.

There are a number of transitional issues, including the need to communicate with stakeholders, with significant costs likely to be incurred.  Costs include redundancies, property disposals, and the costs of changing to a new focus with, probably, new processes.

3.2 Implications for life insurer finances and risks

Expenses

Higher expenses as a result of closure may result:

· from one-off costs of the closure;

· if there are diseconomies of scale as the fund size reduces over time;

· if there are difficulties in attracting and retaining skilled staff;

· for with-profits business, if there are reduced incentives in the absence of trying to attract new customers;

· for the residual new business, unit costs may be high because only a limited amount of new business is being effected, and this is not core business.

On the other hand, lower expenses may be associated with closed funds:

· acquisition expenses are very largely eliminated;

· for the residual new business, unit costs may be low because no active marketing and selling takes place, and the administrative processes are already established;

· maintenance costs decrease as a result of sharper management focus on maintenance activities;

· investments may become better matched, reducing investment expenses (Financial Services Authority, 2004).

Responses to try to avoid higher expenses are:

· out-sourcing;

· merger of unit-linked funds; and merger of firms; and

· the emergence of consolidators who acquire closed firms.

Investment strategy for with-profits funds

Although the closure of with-profits funds has been associated with firms changing their investment strategy by reducing the equity content (House of Commons Treasury Committee, 2004), closure is not necessarily linked with such a change.  Indeed some closed firms have substantial equity portfolios.

The investment strategy for a with-profits fund may be determined as follows (what follows is a highly simplified explanation).  The matched position is for bonds to be bought to match guaranteed liabilities, with the remainder of the assets being in equities and property.  If the fund has a substantial surplus, the firm can afford to take a mismatching risk, i.e. having more equities and fewer bonds, on the basis that this is expected to lead to higher returns overall, and it will have time to switch back to a matched position in the event that the surplus declines.

In the event of closure, the assets and liabilities at the time are largely unchanged.  The assets are reduced by the one-off costs of closure, but this would be expected to have only a minor impact; indeed, a contrary effect is that the assets are no longer being depleted by the acquisition costs, with an improvement in solvency that could be argued may justify an increase in the equity content (Hairs et al, 2000). 

A reduction in the equity content may be associated with:

· firms may be closing as a result of low solvency, and  need a higher proportion of bonds to give greater security to the fund;

· government bonds are more liquid, which is a higher priority;

· lack of incentives arising from new customers, who may have been attracted by a high equity content; and

· a wish to give policyholders greater security as their policies approach maturity and/or a wish by shareholders to reduce the possibility that guarantees “bite” (although these factors could be present in an open fund).

Scottish Mutual, when considering closure as an alternative to demutualization, assumed in its calculations that the equity backing ratio would be 55% as opposed to 70% if the status quo were maintained or 80% if demutualization took place (Hairs et al, 2000).

Britannic plc (2005) has highlighted the way in which a number of closed funds have been “de-risked”, involving reducing the equity content of with-profits funds.  Royal and Sun Alliance (now Resolution) indicated that although the average maturity value would be expected to be somewhat lower in a closed fund rather than an open fund scenario, the standard deviation of potential outcomes was reduced (Royal and Sun Alliance, 2004). 

However, Pearl Assurance (2005) recently announced an increase in the target proportion of equities and property in its with-profits fund from 25% to 45%.

Persistency

Hairs et al (1999) considered a number of possible implications of closure for persistency.  With-profits policyholders may be less inclined to surrender if there is a potential for them to receive part of the estate.  Holders of unit-linked policies may be more inclined to surrender if they are part of a declining fund, especially if they are wholesale or corporate clients.  Surrender rates may be expected to revert to relatively low levels, but this could be disrupted if service standards deteriorate.

More recent concerns have been linked with with-profits closed firms having relatively low solvency levels, and policyholders have complained about the low equity content of some funds and high market value reductions.  The decline in solvency also means that the prospect of a significant payment for the distribution of surplus assets is diminished, thereby reducing one incentive for policyholders to keep their policy in force.  Policyholders may also decide to surrender if they perceive closure as bad news and fear more bad news.

Tax

Hairs et al (1999) saw that there could be some adverse tax consequences of closure, as there would be a reduced likelihood of being able to defer capital gains, with a resulting increase in the tax payable on capital gains.

Risks

The risk to the firm may be higher after closure:

· it is not known how policyholders and employees will respond after closure, e.g. a high proportion of policyholders may decide to surrender; experienced managers may decide to leave;

· insurance risk is higher as the law of large numbers is not as effective with a declining portfolio of contracts;

· the limited duration means the firm has to be managed to run off assets by the time the liabilities come to fruition, with limited room for manoeuvre; and

· group risk may be higher if there are new owners.

However, risks may decrease:

· the substantial risks associated with new business are avoided; and

· for policies that have been in force for a number of years the surrender rates tend to be relatively low and settled; and the number of customer enquiries tends to be low, meaning that unit maintenance costs may be low.

Risk financing may be more difficult as the firm cannot raise capital from new policyholders.  However, closed fund consolidators may have the ability to raise capital and carry out improved financial management.

A number of closed firms have “de-risked”, involving not only a more conservative investment strategy, but also reinsuring or transferring annuity portfolios that are regarded as involving undue risk (Britannic plc, 2005).

4 Regulation
Financial Services Authority (2004) reviewed a number of issues regarding the regulation of closed with-profits funds.  However, they emphasised that the issues should be seen in the context of FSA’s regulation of all with-profits funds, a common theme being the requirement for sound governance, with senior management responsibility being critical.  FSA has been taking a number of steps to strengthen the governance of with-profits business, including a requirement for firms to prepare PPFM (Principles and Practices of Financial Management) documents describing how their funds operate.

However, FSA (2004) highlighted a number of issues that may raise particular problems in the context of closed funds, including:

· there may be changes in the management team following closure but, in accordance with FSA rules, the management team should have the relevant skills and experience;

· the investment management of a fund may be outsourced; however, FSA expect firms to have service level agreements to monitor performance, and ensure that the basis of charging is fair to policyholders;

· the standard of service to customers can be an issue;
· expenses: FSA keep the management expenses of running a closed fund under close review, particularly as any fixed costs will have an increasingly adverse impact on returns to policyholders;

· systems and controls may raise issues, e.g. firms should ensure they have documentation on what may be old processes or systems, and should ensure that their control framework is robust;

· there may be changes in investment strategy, e.g. if a firm is financially weak or as it moves towards maturity: firms have regulatory obligations, including their obligation to treat customers fairly and have due regard to their interests;

· FSA is alert to ensuring that where there are open and closed funds within a firm, there is no cross-subsidy between them;

· distribution of surplus as a with-profits fund runs off is an area where FSA expect to have detailed discussions in order to assess how firms are planning to treat different cohorts of with-profits policyholder; associated with this is the distribution of the estate.

FSA has introduced new rules 6.12.94 to 6.12.107, which include the requirement to notify FSA and with-profits policyholders of the closure and of the firm’s run-off plans.  Examples of the issues covered are:

· the firm must detail any new reductions to be made from surrender payments (if any) and explain how they are consistent with FSA rules;

· if non-profit business continues to be written in a with-profits fund, the firm should take reasonable steps to ensure that the economic value of any future profits expected to emerge on the non-profit business is available for distribution during the lifetime of the with-profits business.

Other new rules and guidance cover the operation of with-profits business more generally.  For example, 6.12.85G says:

‘A firm should only change its investment strategy when that is necessary or appropriate to take account of material changes in its economic circumstances or the wider economic environment, changes in policyholder utilisation of policy options or changes in the level of capital support available to the with-profits fund where further support arrangements are not in place under an insurance business transfer scheme or a shareholder commitment described in the firm's PPFM.’

This may influence how firms which close consider their investment strategy.
The Financial Services Authority (2005c) indicated, “The issues surrounding closed firms continue to be high on our agenda” (para. 5).  It went on to indicate that it is carrying out a targeted review of practices within a sample of closed firms. 

Problems in closed funds have also been highlighted by some MPs.  The House of Commons Treasury Committee (2004a) commented, “The treatment of policyholders in closed funds is unfair. The insurance industry seems to be unique in preserving to itself the right to sell a customer one product and then substitute it with another product which is inferior in key respects” (para. 51).  The particular concern was the practice of some closed funds of making a marked reduction in the equity content of their portfolios.  The committee subsequently went on to say (House of Commons Treasury Committee, 2004b): “policyholders can often feel their savings are now trapped in policies offering lower prospects of growth.”  They recognised that consolidation among closed with-profits funds was both desirable and inevitable, but: “it places the highest priority on the FSA ensuring that policyholders are treated satisfactorily through this process.  They should not be confronted by punitive exit penalties and should receive a fair share of the efficiency benefits that will hopeful result from such transactions.”

The regulator is also involved in the changes in ownership of funds that can arise from the consolidation process.  FSA (2005c) refers to the test on whether the acquirer is fit and proper to manage the fund, and the FSA may impose particular restrictions, for example, on the level of capital required, if it feels that is appropriate (FSA, 2005c).
5  Data and descriptive analysis

5.1 Data

Our survey covers ‘UK life firms’, where we define a UK life firm as:
‘A UK-authorized long-term insurer (not being a pure reinsurer) or a significant friendly society, which is operational in the UK.’

By ‘significant friendly society’ we mean a directive friendly society or a non-directive incorporated friendly society (other than a flat rate benefits business friendly society): such societies are required to prepare an annual FSC1 return, which contains financial information and is sent to the FSA.
Pure reinsurers have authorizations limited to reinsurance and are excluded from our study.  We have included those insurers authorized for direct business but which, in practice, have only done business through reinsurance.
The definitions underlying ‘significant friendly society’ have been subject to change; six societies ceased to fall within the definition at the end of 2004 and we have, for consistency, excluded them in earlier years.  We have also excluded throughout State Life Insurance of Pakistan, which is no longer UK-authorized.
To be included, the firm must be operational in the UK, by which we mean having long-term liabilities (gross of reinsurance) in the UK. 

Our study is of the UK market and we have therefore interpreted ‘closed’ as meaning closed to UK new business. 

Where there are two or more closed firms within the same group (i.e. with the same ultimate holding company) we count each firm separately as a closed firm.

We obtained information on whether firms were open and closed from examining their annual reports and accounts and FSA returns.  Firms that are closed do not always mention this in their annual report and accounts; we find this strange, and refer to it in section 8.3.  In some cases we used other documents such as those issued in connection with transfers of business between firms.  In a number of cases we spoke to firms directly.

Our data on the finances and performance of firms comes from the Standard and Poor’s SynThesys Life database, which has very nearly 100% coverage of the market.  However, when we provide data on the number of firms that are open and closed, we have included all firms within our definition of UK life firms, including the few (small) firms not included on SynThesys.

5.2 Results: number of open and closed firms

Table 1 shows how many UK life firms have been open or closed to new business at 31 December 1994 to 2004.  We distinguish two types of open firm.  First are those that are open to direct business from policyholders; second are those that, although authorised to do direct business were, in practice only open to business through inwards reinsurance (typically from a sister company in the group).  In total, the number of open firms fell from 197 to 134, while the number of closed firms increased from 49 to 54.

Although the number of closed firms increased only by five, there have been 67 cases of firms closing.  This is illustrated in Table 2, which shows that there have also been 44 cases of closed firms ceasing to be operational (usually a result of transferring their business to another firm, as mentioned in section 2.1) and 18 cases of closed firms re-opening.  Table 2 also demonstrates that 27 of the closures took place in 1995-99 but 40 in 2000-04.

Table 1
Open and closed UK life firms

	
	Open
	Closed
	Total operational

	
	To direct business
	To inwards reinsurance only
	Total
	
	

	1994
	189
	8
	197
	49
	246

	1995
	179
	9
	188
	53
	241

	1996
	181
	10
	191
	51
	242

	1997
	181
	12
	193
	46
	239

	1998
	176
	13
	189
	38
	227

	1999
	168
	10
	178
	43
	220

	2000
	161
	9
	170
	43
	213

	2001 
	146
	9
	155
	45
	200

	2002
	140
	8
	148
	50
	198

	2003
	128
	9
	137
	56
	193

	2004
	125
	9
	134
	54
	188


Table 2
Progression of number of closed UK life firms

	
	New closures
	Closed firms that became non-operational
	Closed firms that re-opened
	Closed at year- end

	1994
	
	
	
	49

	1995
	11
	6
	1
	53

	1996
	2
	2
	2
	51

	1997
	3
	5
	3
	46

	1998
	3
	10
	1
	38

	1999
	8
	3
	0
	43

	2000
	9
	8
	1
	43

	2001
	10
	4
	4
	45

	2002
	6
	0
	1
	50

	2003
	11
	2
	3
	56

	2004
	4
	4
	2
	54

	1995 to 2004
	67
	44
	18
	


Table A1, in the Appendix, sets out which firms that have been closed over 1995-2004.

Given the particular interest in closed with-profits firms, we show in Table 3 whether the firms that closed each year had with-profits liabilities.  In 1995-99 only 10 of the 27 closures had with-profits liabilities, whereas in 2000-04 23 of the 40 closures had with-profits liabilities.

Table 3
Closures by class of business

	
	With-profits liabilities?*
	

	
	Yes
	No
	Total

	1994 year-end
	21
	28
	49

	1995
	2
	9
	11

	1996
	1
	1
	2

	1997
	1
	2
	3

	1998
	2
	1
	3

	1999
	4
	4
	8

	2000
	5
	4
	9

	2001
	4
	6
	10

	2002
	4
	2
	6

	2003
	7
	4
	11

	2004
	3
	1
	4

	1995-2004
	33
	34
	67

	2004 year-end
	30
	24
	54


* treating firms that have reinsured their with-profits liabilities as “No”

Table 4 shows the growth of assets in closed firms (long-term fund assets, form 13 line 99 of firms’ regulatory returns; figures derived from SynThesys).  At the end of 1994 the assets in closed firms amounted to £6 billion, being 1.5% of the industry total of £420 billion.  However, by the end of 2004, the assets in closed firms had grown to £139 billion, being 13% of the industry total of £1065 billion.

Table 4
Assets in closed firms 1994-2004 (£ billion)

	1994
	1995
	1996
	197
	1998
	1999
	2000
	2001
	2002
	2003
	2004

	6
	13
	14
	26
	24
	37
	111
	103
	108
	139
	139


Table 5 sets out in more detail the categories of open and firms that were closed to new business at 31 December 2004.  If a firm writes with-profits business and reinsures the with-profits investment element, retaining responsibility for expenses, we have regarded this as wholly reinsuring the with-profits business.  We have also regarded Holloway Sickness business as with-profits business. 

Table 5
Open and closed firms at 31 December 2004

	Closed (54)

(Assets:

£139 billion)
	Have with-profits liabilities (not wholly reinsured)
	30

	
	Have with-profits liabilities (wholly reinsured)
	2

	
	Have no with-profits liabilities
	22

	Open (134)

(Assets:

£926 billion)
	To direct business, including with-profits (with-profits business not wholly reinsured)
	45

	
	To direct business, including with-profits (new with-profits business wholly reinsured)
	4

	
	To direct business, not with-profits, and do not have with-profits liabilities
	57

	
	To direct business, not with-profits, have with-profits business (not wholly reinsured)
	14

	
	To direct business, not with-profits, have with-profits liabilities (wholly reinsured)
	5

	
	To inwards reinsurance only, including with-profits
	1

	
	To inwards reinsurance only, not with-profits, but have with-profits liabilities (wholly reinsured)
	1

	
	To inwards reinsurance only, not to with-profits business
	7

	Total (188)

Assets:

£1065 billion
	
	188


Note that there are 44 firms that have with-profits liabilities, not wholly reinsured, but which are not writing new with-profits business (14 of these are open to other business).  If such firms are not planning on writing further with-profits business they will need to have or to consider a plan for the distribution of surplus assets.

Table A2, in the Appendix, summarises the position, as known at time of writing, of closed firms, also showing their ultimate holding companies.  Six of the firms closed at 31 December 2004 have been transferred to other open firms, leaving 48 currently closed. 

Of the 54 closed firms, 3 are friendly societies and 4 are other mutuals.  Hence 47 of the closed firms are proprietary firms (41 of the 48 currently closed).

We also see the prominence of Resolution plc and Pearl Group Limited as closed fund consolidators.  They own 12 and 7 closed firms respectively, though this will change as some of the firms they have acquired are merged.  More relevant is the assets they control, being £39 billion and £28 billion respectively, or 28% and 20% of the assets in closed firms. Resolution’s assets are also about 3.6% of the total market.

Three of the closed fund consolidators, Swiss Re, Chesnara and Reliance Mutual also have firms that are open to new business, although volumes are relatively low.  Indeed, there are a number of firms that, while formally open, do little new business: we suggest that further research on such “nearly-closed firms” would be of interest.

Table A3 sets out the acquisitions that have been made, over 1995-2004, by these ‘closed fund consolidators’.

5.3 Characteristics of open and closed firms

We now compare the characteristics of open and closed firms, using a number of indicators.  Table 6 shows these indicators at the end of 2004, these being weighted averages of open and closed firms.  These indicators are described following the table, and Appendix A9 gives the technical details.  Appendix A4 shows the information in graphical form over 1994-2004.  For the sake of consistency we exclude firms whose business is inwards reinsurance only (‘IRO firms’) and firms which have wholly reinsured their liabilities.

Table 6
Indicators of open and closed firms at end-2004

	Indicator
	Open
	Closed

	Solvency ratio (%)
	6.51%
	5.36%

	With-profits proportion (%)
	34.49%
	41.53%

	Acquisition cost ratio (%)
	51.71%
	38.51%

	Maintenance expense ratio (%)
	8.20%
	18.49%

	Early termination ratio on annual premium business (%)
	6.23%
	8.70%

	Non-linked equity proportion (%)
	35.23%
	16.01%


The solvency ratio is defined as the excess of admissible assets over liabilities, divided by liabilities.  We acknowledge that this is not ideal as a measure of financial strength, and indeed a full discussion on the measurement of financial strength would be a lengthy exercise in itself.  Briefly, we need to bear in mind that: firms may have inadmissible assets that could be used to meet liabilities if needed, and indeed may have support through the shareholders’ fund of the firm or from other parts of their group; firms have discretion on how they calculate their long-term liabilities and, in particular, for with-profits business the calculation is usually limited to the value of the guaranteed benefits; firms may or may not have implemented financial engineering techniques, which can influence solvency as reported; and firms have different risk profiles.

The “with-profits proportion” is the proportion of long-term liabilities that are with-profits business (we include accumulating with-profits as with-profits business).

The acquisition cost ratio is calculated as gross acquisition costs (management expenses plus commission) divided by new business APE (annual premium equivalent), which is new regular premiums plus 10% of single premiums.  The calculation is worldwide, and new business APE includes inwards reinsurance. 

The maintenance expense ratio equals management expenses relating to maintenance, not including commission, as a proportion of ‘existing business annual premium equivalent’ (EBAPE, calculated as renewal premiums plus 10% of single premiums).  This may not be ideal as a measure for all firms but is thought to be reasonable (an alternative is to use maintenance expenses as a proportion of assets, but this is affected by stock market and interest rate changes).  Note that our analysis ignores the expenses that firms categorise as “other”, i.e. not classified as acquisition or maintenance (and such expenses may be high when a firm closes).

The early termination ratio is the annual premium on policies lapsed or surrendered in the year, as a proportion of the mean of the annual premium in force at the beginning and end of the year.

We would have liked to compare the investment strategy for with-profits liabilities for open and closed firms.  However, the data in FSA Returns is inadequate for us to analyse this, although this will change with new data to be included in Returns from end-2005 onwards.  We therefore examine the proportion of non-linked assets in equities (“equity allocation”), restricting this analysis to firms having with-profits liabilities, not wholly reinsured.

The new business APE proportion is new business APE divided by EBAPE.

We comment below on the main differences between open and closed firms.  Closed firms tend, in relative terms, to:

· be small (although the average closed firm is now much larger than it was);

· be financially weak (having a lower solvency ratio than open firms);

· have a higher proportion of their liabilities as with-profits, although this is a change from the late 1990s, when closed firms had a lower with-profits proportion than open firms;

· have a higher maintenance expense ratio;

· have a higher early termination ratio; and

· have a lower equity allocation (although in 1997-1999 the closed firms had a higher equity allocation than the open firms).

The analysis of solvency ratios is affected by the way in which with-profits firms do not include non-guaranteed benefits as a liability and may therefore have a relatively high solvency ratio; we are conscious that the closed firms have, over 1995-2004, included a increasing number of with-profits firms.  However, section 5.4 demonstrates the relative solvency of open and closed with-profits firms that report realistic balance sheets, where the picture is presented more clearly.

Appendix A4 also shows the percentage of firms open and closed each year, by number and size (long-term fund assets), and also comparisons between open and closed firms using the following measures (the new business measures are categories that declined over the period, see section 6.3.1):

· linked proportion, i.e. linked assets as a proportion of all long-term admissible assets;

· regular premium new business APE as a proportion of new business APE; and

· with-profits new business APE as a proportion of new business APE. 

5.4 Comparison of open and closed firms having realistic with-profits business balance sheets

We have also used the data on realistic balance sheets as provided in the FSA Returns of 38 large with-profits life insurers as at 31 December 2004.  This includes 34 long-term insurers and 4 friendly societies.  Of those firms 21 are open and 17 are closed to new with-profits business.  The results are shown in Table A5.

We first comment that the open firms are typically larger than the closed; the average assets were £14.9bn & £4.7bn respectively.  We carry out a t-test to ascertain whether the difference is statistically significant: at the 5% level of significance it is (p = 0.0122).

The ‘realistic solvency ratio’ is the excess of the realistic value of assets over liabilities, divided by liabilities.  The figures are not entirely comparable between firms: for example, in some cases shareholder support arrangements are also available (but omitted from this calculation), in others support is effectively given by part of a loan from the shareholder being regarded as not expected to be repaid, and hence excluded from the liabilities.  Nevertheless the general picture is clear, with closed funds having, on average, a significantly lower realistic solvency ratio.  We calculate the average solvency ratio on a weighted and unweighted basis.  We can apply a t-test comparison on the unweighted basis, and find the difference in solvency is very significant (p = 0.0001).  The t-test cannot be used to compare the difference in (weighted) ratios.

The risk level ratio illustrates the vulnerability of the firm’s financial position (arising from changes in financial conditions and persistency), broadly being the risk capital margin divided by the liabilities (in relevant cases, the effect of the stress tests on contracts outside the fund is included).  Closed firms have a lower ratio, which is statistically significant at the 1% level (p = 0.0063).  This reflects a number of firms having implemented ‘de-risking’, e.g. moving to a more secure investment strategy and reinsuring or transferring more risky classes of liability.

Open firms have a higher ratio of non-contractual commitments to liabilities than closed firms (p = 0.0550).  This is consistent with open firms having greater solvency and being able to make non-contractual commitments (e.g. regarding payouts under mortgage endowments) that weaker firms cannot afford.

To summarise these differences as apparent from the realistic balance sheets, closed firms tend, in relative terms, to:

· be small;

· have a low level of solvency, and associated with this low solvency:

· have a low level of risk; and

· have a low level of non-contractual commitments.

Chart 1 below illustrates the relationship between risk level ratio and solvency of open and closed firms.

Chart 1
Risk and solvency from realistic balance sheets
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We investigated a number of other ratios, as follows, but found no statistically significant differences between open and closed firms:

· planned enhancements to WPBR (with-profits benefit reserve, broadly the sum of asset shares) as proportion of the WPBR;

· planned deductions from the with-profits benefit reserve (WPBR) as a proportion of WPBR (we applied a two-tail test as it is not clear whether open or closed firms would have a higher ratio);

· guarantees and options as a proportion of the WPBR; and

· smoothing costs as a proportion of the WPBR.

6 Causes of closure

6.1 Introduction
A number of papers have commented on why firms close to new business, including Financial Services Authority (2005a).

We can divide the main points into four:

· strategic decisions;

· reduced attractiveness of new business;

· reduced solvency; and

· existing business issues.

However, as we shall see, these issues are closely linked. 

6.2 Strategic decisions

Some firms have closed as a result of a strategic change of direction.  For example, an overseas parent may decide it wishes to concentrate on non-UK business (e.g. Swiss Life) or a composite may prefer general to life business (e.g. Royal and Sun Alliance).  However, these decisions are themselves likely to be affected by perceptions of whether new business is expected to be sufficiently profitable, or the availability of capital to write new business.

Mutuals may be less subject to such pressures.  In our analysis we therefore test whether closure tends to be associated with proprietary as opposed to mutual status. 

We note that FSA introduced a new rule 6.12.73 in June 2005, as follows:

“if a firm proposes to effect new contracts of insurance in an existing with-profits fund, it must only do so on terms that are, in the reasonable opinion of the firm’s governing body, unlikely to have a material adverse affect on the interests of its existing with-profits policyholders.”

This rule requires more formal consideration than has perhaps always been the case as regards whether firms offering with-profits business should continue to be open.  It remains to be seen what the impact of this new rule is.

6.3 New business attractiveness

6.3.1 New business volumes

We have calculated the volume of new business in the UK market from 1990-2004, using new business APE.

Total APE increased from £5.8 billion in 1990 to £11.5 bn in 2004.  There was a peak of £12.3 bn in 2000.  We have also calculated inflation-adjusted figures using the Retail Prices Index: at 2004 prices, the 1990 figure was £8.5 billion; the 2000 peak was £13.5 billion. Chart 2 shows the trends.

Chart 2
New business inflation-adjusted 1990-2004
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In 1994-2004 new business APE increased by 6.7% p.a. in nominal terms, 4.0% p.a. after adjusting for inflation.

We can divide the APE between business types, and this is done in Charts 3 and 4.

Chart 3
Make-up of new business APE 1990-2004 (1)
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Chart 4
Make-up of new business APE 1990-2004 (2)
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Clear trends are:

· the rapid fall in life and general annuity regular premium new business, from 35.8% of the total APE in 1990 to 8.2% in 2004;

· the rise in single premium new pension business, from 15.2% of the total in 1990 to 45.4% in 2004; and 

· the spectacular decline in new with-profits business, which was 33.8% of the total in 1990, 35.7% in 1997, yet only 6.4% in 2004.

Hence, while there has been an increase in new business, market trends have differed markedly between classes of business.

Some of the additional single premium new pension business is the result of investment firms (e.g. Merrill Lynch) entering the market, often concentrating on the trustees of group pension schemes.

The new business trends reflect a number of factors, including, of course, the withdrawal of supply from closing firms.  Hence the lesser amount of with-profits business is affected by some large firms with relatively low solvency deciding to close; but there is a demand effect as well in some cases, notably as the reputation of with-profits business has been damaged by the sharp bonus cuts in recent years and the projections that many mortgage endowments will not be sufficient to pay off the mortgage.

Nevertheless, it is plausible to suggest that closure is more likely if a high proportion of a firm’s business has been in one or more of the categories showing marked decline, i.e. regular premium life business and with-profits business.  We test this in section 6.6. 

6.3.2 New business profitability

However it is the profitability of new business which needs to be considered in conjunction with new business volumes.  Some environmental factors have had negative effects on profitability.  The period under review had been characterised by inflation being markedly lower than in the 1970s and 1980s.  Nowell et al. (1999) found that low inflation tended to reduce the expected present value of profits from a new with-profits policy.  Further, both with-profits and unit-linked business were adversely affected when tax credits were withdrawn on pension business in 1997.
Some firms have commented on the impact of training and compliance on the attractiveness of new business, hence increasing the incentive to close.  The costs of mis-selling personal pensions and mortgage endowments has focused attention on the risks of selling new business in a regulated environment, but especially so where the mis-selling may not come to light for some time until after the policy was sold.  We do not have data on the proportion of each firm’s business sold by company representatives, for which the company takes responsibility for the sale (as opposed to sales through independent financial advisers or on an execution-only basis), but there are certainly a number of firms active in direct sales that have closed to new business (e.g. Abbey Life, GAN).

We do not have data on the profitability of different classes of business.  However, it is plausible to suggest that closure is more likely if a firm has relatively high acquisition costs.  We test this in section 6.6.

Note also that life insurers’ charges have reduced significantly in recent years.  We demonstrate this using the ‘reduction in yield’ (RIY).  A 25-year personal pension policy had an average RIY of 1.9% in 1996 (Personal Investment Authority, 2000), this calculation assuming the policy continued until maturity; in the many cases where it did not, the RIY was much higher.  Contrast the typical figure of 1.0% under a stakeholder pension plan. Products struggled to be profitable with such low charges (Deloitte, 2003).  The trend was not restricted to pensions: the RIY on a 25-year mortgage endowment was 1.8% in 1996 but 0.9-1.0% in 2001 (PIA, 2000; FSA, 2002).

6.4 Solvency

The solvency of with-profits life insurers has attracted much attention in recent years.  The annual survey of the solvency of the top 20 with-profits firms, issued by the Centre for Risk and Insurance Studies, demonstrates a sharp decline from 1999 to 2003 using a number of solvency ratios.

Table 7
Solvency of top 20 with-profits firms

	
	1999
	2000
	2001
	2002
	2003

	Before required solvency margin
	22.5%
	15.2%
	9.6%
	6.6%
	9.3%

	After required solvency margin, including future profits
	19.1%
	11.7%
	7.1%
	4.7%
	6.4%

	After required solvency margin, excluding future profits
	18.5%
	11.2%
	5.7%
	2.7%
	5.4%


In 2004 the large with-profits firms were required to report on a new (“realistic”) basis.  Under the FSA rules firms are required to value guarantees on a market-consistent basis, and establish margins of capital that reflect risk more closely than before.  This appears to have diminished the appetite of some firms to offer with-profits business.

The solvency of a life firm may be important from the viewpoint of both demand and supply.  From the demand perspective, customers may be less willing to effect a policy with a low-solvency firm, and while customers’ awareness of firms’ solvency has typically been low (a firm’s solvency level is not disclosed in the information given to policyholders when effecting a policy), the decline in solvency levels of with-profits firms has attracted attention in recent years.

From the supply viewpoint, most classes of long-term business require significant capital in order that the firm can fund the acquisition costs in writing new business and the additional capital required to back such business.  The capital requirements have increased as level-load products such as stakeholder pensions have grown in importance, in preference to front-end load products.  We test whether firms are more likely to close if they have a low solvency level.

6.5 Existing business issues

Closure may also be motivated by factors related to existing business.  Closure may lead to a distribution of surplus assets, although the results of the realistic balance sheets produced by the large with-profits firms at the end of 2004 indicate that, in most cases, the level of surplus assets available for distribution is quite modest.  There is also the range of factors discussed in section 3, for example a view that maintenance costs would reduce if the firm closed, perhaps as a result of greater focus.

We test the proposition that closure is more likely if a firm has relatively high maintenance expenses, in section 6.6.

6.6 Analysis: methodology

We wish to find the differences between firms that close (‘closers’) and firms that do not (‘non-closers’).  This should help throw light on why firms close. 

There were 67 closures over 1995-2004.  In our analysis we exclude the following seven cases, which may otherwise distort the analysis:

· 3 firms which were formed from a transfer of business elsewhere and which immediately closed to new business: Forester Life, National Provident Life and Scottish Provident;

· 1 firm whose benefits were wholly reinsured: Fleming Life;

· 1 firm which had been closed previously and re-opened (Pearl Unit Linked Pensions);

· 1 firm which business was inwards reinsurance only until 3 years before closure (Global Gen & Re); and

· 1 firm which did business by inwards reinsurance only (Prudential Annuities).

We therefore have 60 closures to analyse.  We focus our attention on indicators of business strategy or performance 2 years before the year of closure i.e. if t is the year of closure, what were the indicators in t-2?

We do two sets of comparisons. In one set we compare the closers with all firms that were open in year t-2 and which did not close.  This analysis also excludes from the open firms those that did their new business through inwards reinsurance, or where the benefits were wholly reinsured.

In the second set we compare the closers with firms that were similar in size.  For each closer we find three firms that we regard as “matches”.  We do this using a methodology based on that of Viswanathan and Cummins (2003), who compared US mutual insurers which demutualized and those who did not.  If a firm closed in year t we find the firms whose assets were in the same decile of assets at t-1 (using the firms in SynThesys) and, of such firms, we choose the three which are nearest as measured by UK premiums in year t-1.  We do not include firms as matches if they are closed or subsequently closed or ceased to be operational.  We also have a condition that a match must have been open to new business for the 3 years prior to the closure year.  For the sake of consistency we do not choose a firm as a match if its business if wholly through inwards reinsurance or wholly reinsured. 

In some cases the full data is not available, and our sample therefore covers 57 closers and 169 matches.

6.7 Analysis: results

Appendix A6 gives the charts we produced that compare closers with:

· all open firms; and

· the matches.

We use the following indicators, from year t-2:

· real long-term assets;

· solvency ratio;

· linked assets as a proportion of all long-term assets;

· with-profit proportion;

· acquisition cost ratio;

· maintenance expense ratio;

· early termination ratio on annual premium business;

· non-linked equity proportion;

· new business APE proportion; 

· regular premium new business APE as a proportion of new business APE; and

· with-profits new business APE as a proportion of new business APE

We also did a probit regression which looks to establish the factors that are associated with closure.  This is a multivariate analysis that identifies the significance of each factor, allowing for the relationships between the independent variables.  The independent variables are:

· percentage change in the FT-SE 100 index in years t-4, t-3, t-2

· gross redemption yields on 15-year government bonds in year t-4, t-3, t-2

· the bond yield as above multiplied by the proportion of assets that are non-linked at t-3, t-2

· long-term fund assets at t-2 (not included when the comparison is with matches)

· change in long-term funds assets in t-2

· mutual (dummy variable, 0 = proprietary, 1 = mutual) at t-2

· solvency ratio at t-2

· linked: proportion of assets that are linked at t-2

· new business level: new business APE as a proportion of existing business APE at t-2

· acquisition cost ratio at t-2

· maintenance expense ratio at t-2

· regular premium life new business as a proportion of new business APE at t-2.

The results are in Appendix A7.

Using the regression that compares closers with open firms, using the information available at t-2, we find that closing in year t is more likely if the firm, compared to all open firms:

· is proprietary as distinct from mutual (**)

· has low solvency (**)

· has a low proportion of linked business (*)

· has a low level of new business (***).

Where *, ** and *** indicate statistically significant at 10%, 5% and 1% respectively.

There is one further factor to mention.  Although external economic variables overall do not appear to have a sizable effect, we find that if a firm writes with-profits business and the rate of interest is low at t-3, then this does produce a greater likelihood of closure in t (***). 

The predictive power of the model is rather modest, with a pseudo R2 of 0.1074.

When we move to the probit regression that compares closers with matches, we find similar results, but with the addition of high expense ratios being likely to lead to closure.  We also find that the explanatory power of the regression has increased, with R2 being 0.1931 and with the significance values of a number of the variables being higher.  We again list the significant variables, i.e. closing in year t is more likely if the firm:

· is proprietary as distinct from mutual (***)

· has low solvency (***)

· has a low proportion of linked business (*)

· has a low level of new business (***)

· has a high acquisition cost ratio (**)

· has a high maintenance expense ratio (**) and

· had a high increase in its long-term fund assets in the year ending t-2 (**).

The results are consistent with the proposition that a firm will close if it expects negative value from writing new business. 

We report above that a low proportion of linked business is associated with a greater likelihood of closure.  However, we must also remember the change over our 10-year period: in the first 5 years, most of the closers did not have with-profits business; in the second half, most did.

Proprietary firms were more likely than mutuals to close.  This may reflect strategic issues, together with firms differing in how they view stakeholders’ interests. 

Appendix A6 also includes a graph that shows the average predicted probability of closure for the firms that did close in comparison with those that did not.

7 Consequences of closure

7.1 Methodology

To examine the consequences of closure, we examine the change in specified performance indicators for firms before and after closure.  However, we also examine how those indicators have changed for the matched non-closing firms.  This procedure is consistent with that used by Viswanathan & Cummins (2003) in investigating the consequences of demutualization.  However, Viswanathan & Cummins’ approach was to compare the average of the performance indicator in the 3 years before closure with the average in the 3 years after.  We prefer to examine the time-path of the indicators over the period from 3 years before closure to 3 years after: this can give additional insights into the changes taking place.

However, this limits our analysis to closures taking place in 2001 or previously.  We also have to omit firms which did not stay operational and closed for the 3 years after the closure date.  We therefore have 24 firms to analyse and 72 matches (i.e. 3 matches for each firm).

We set out below the performance indicators we examine, together with hypotheses regarding how they may change. 

Table 8
Hypotheses on consequences of closure

	Performance indicator
	Expected direction of change
	Reason

	Solvency ratio
	Increase
	Reduction in new business strain

	Equities proportion of non-linked assets
	Increase: or
	Consequential upon improved solvency

	
	Reduce
	De-risking associated with closure

	Early termination ratio
	Increase: or
	Policyholder perception of dissatisfaction

	
	Reduce
	Lower exposure to high termination rates at early duration; policyholders hoping for share of surplus assets.

	Maintenance expense ratio
	Increase: or
	Additional costs in adapting to new mode of operation, and difficulties in reducing costs in line with reduction in policies in force

	
	Reduce
	Efficiency savings from focus on maintenance activities


7.2 Results
The charts in Appendix A8 show the average, separately for the closers and matches, for these variables in each of the 3 years before closure, the year of closure itself, and the 3 years after closure (i.e. from t-3 to t+3, where t is the year of closure).  The averages are unweighted.  We report the averages here:

Table 9
Performance indicators pre- and post-closure (all figs in %)

	
	Year
	t-3
	t-2
	t-1
	t
	t+1
	t+2
	t+3

	Solvency ratio
	Closers
	3.20
	3.88
	4.97
	3.47
	4.14
	5.01
	6.59

	
	Matches
	22.44
	20.11
	17.95
	17.43
	15.44
	14.48
	14.55

	
	
	
	
	
	
	
	
	

	Equities proportion of non-linked assets
	Closers
	11.86
	12.16
	11.80
	11.24
	7.63
	9.30
	11.64

	
	Matches
	28.18
	28.59
	28.95
	28.26
	26.12
	24.94
	22.92

	
	
	
	
	
	
	
	
	

	Early termination ratio
	Closers
	5.90
	5.47
	5.12
	4.81
	7.35
	6.32
	6.42

	
	Matches
	5.33
	5.06
	4.75
	4.62
	4.74
	5.42
	5.13

	
	
	
	
	
	
	
	
	

	Maintenance expense ratio
	Closers
	15.21
	17.52
	17.05
	20.97
	52.59
	42.75
	39.83

	
	Matches
	17.96
	31.53
	18.63
	18.40
	15.82
	15.02
	16.73


The key results are:

· the solvency ratio of closers tends to improve after closure;

· the gap between closers and matches on equity allocation narrows; in the 2nd and 3rd year after closure, the equity allocation improves whereas for matches it falls;

· the early termination ratio for closers is markedly higher in the year after closure (it increases by 2 percentage points), and while it then drops, it is still higher than for the matches in the 2nd and 3rd years after closure; and

· the maintenance expense ratio of closers is markedly higher in the year after closure and although it declines somewhat thereafter, the excess of expenses of closers over matches remains higher than pre-closure.

It is possible that the increase in closers’ maintenance expenses apparent above over-states the true impact of closure.  This is because some expenses may have been classified as “acquisition” prior to closure, and hence the maintenance expenses as reported only reflect true maintenance costs after closure.

The above analysis is unable to cover recent closures.  A8 also contains some graphs that illustrate the equity allocation of some recent closers: the allocations have been reducing over the years but there was a slight upturn in 2004.  Since then we have seen the announcement by Pearl Assurance (2005) of an increase in the equity content of their fund.  Further research will be needed to incorporate more years’ evidence in deriving a conclusion.

We also see, in A8, a chart that illustrates the maintenance expenses of some recent closers.  The expenses are inflation-adjusted.  We see, in a number of instances, a downward trend in recent years, although the precise effect of closure is not clear yet.

8 Concluding comments

8.1 Policyholder issues

8.1.1 Introduction
Leading closed fund consolidators have referred to the importance of meeting customer concerns.  Pearl Group Limited plans to focus on financial security, long-term investment returns and service standards for policyholders (Life Company Investor Group, 2005).  Resolution Life Group has indicated it will write to policyholders with a potentially valuable option to surrender without a market value reduction applying, as an example of the importance it attributes to fair treatment of policyholders. 

Policyholders also have the benefit of the attention being paid to closed funds by the FSA.  The regulator has applauded some moves by closed funds to help policyholders make decisions about their investments, though adds, “But more needs to be done” (FSA, 2005, para. 12).

We mention here some particular issues that impact on policyholders.

8.1.2 Demonstrating fairness of payouts

We have not been able to carry out an analysis of payouts on maturity and/ or surrender on with-profits policies, to compare open and closed funds.  Although there are some surveys in magazines such as Money Management, several firms, including many closed firms, do not contribute to the surveys, so a fair analysis is not possible.
We look forward to the new FSA rules that will require publication of specimen maturity and surrender values on specimen with-profits policies, which data will be available in 2006. 

Ideally, we would wish such an analysis to extend to unit-linked as well with-profits policies, bearing in mind the concerns that closed funds may have high charges and/or may achieve poor investment returns. 

FSA is implementing new rules that will require with-profits firms to manage their business such that payouts on maturity and surrender are largely within a range that firms specify and publish (Financial Services Authority, 2005b).  It is not yet clear to what extent these new rules will allay the concerns of policyholders that, in closed funds especially, the payouts are unsatisfactory.  Unfortunately, with-profits business is so complex that it would need a significant change in firms’ practice if they were to give a breakdown of an individual’s surrender or maturity payout to enable the policyholder to understand the key drivers of why the value is what it is (e.g. does the explanation lie with high charges, poor investment returns, etc?) Given the type of publicity from Womack (2005) it is clear that closed funds especially have much to do if they are to convince policyholders that they have had a fair deal.  

Closed firms can also expect to be asked to justify their investment strategy in the light of new FSA rules (see section 4).

8.1.3 New business in closed firms

Overall, closed firms do a material amount of new business, typically increments and options.  For firms that were closed at the end of 2003, and which did not re-open in 2004, the amount of new business they did in 2004 was £198.6m (new business APE, direct UK business).  This was 1.72% of the market figure (though 5% of new with-profits business was done by closed firms).

The figure can be broken down as follows:

Table 10
New business in closed firms: 2004

	
	With-profits
	Non-profit
	Linked
	Total

	Closed firms (£m)
	37.0
	78.6
	83.0
	198.6

	% of market
	5.0%
	3.11%
	1.00%
	1.72%

	Market (£m)
	741.1
	2527.5
	8266.3
	11534.8


The closed firms with the highest amounts of new business (APE) in 2004 

Table 11
Leading new business writers from closed firms (2004)

	With-profits new business
	All new business

	
	APE (£m)
	
	APE (£m)

	Britannic
	14.190
	Equitable Life
	29.568

	Equitable Life
	10.359
	Abbey Life
	26.620

	National Provident Life
	5.983
	National Provident Life
	19.447

	
	
	Britannic
	18.855

	
	
	Phoenix & London Assurance
	13.900

	
	
	Pearl Assurance
	11.323


An issue for policyholders is whether, when effecting a policy with a closed firm, they have a proper understanding of certain features of the firm’s finances.  In particular, if the firm has a low solvency ratio, or if the policy is a with-profits policy where the investment is largely in fixed-interest securities.  This may be quite different from the position when the policyholder originally effected a policy with the firm. 

There are a number of reasons to think that it would be appropriate to review the disclosure to policyholders effecting policies with closed life firms:

· the International Association of Insurance Supervisors (2003) has a set of core principles which it provides as guidance for national insurance regulators: these include: “the supervisory authority requires insurers to disclose relevant information on a timely basis in order to give stakeholders a clear view of their business activities and financial position and to facilitate the understanding of the risks to which they are exposed.”

· information about the firm’s solvency level is not included as part of the standard disclosure items when effecting new business;

· policyholders may not have been aware of, or appreciated the implications of, a material decline in the solvency of the firm since the original policy was effected; similarly regarding a change in the investment mix for with-profits business;

· the increments are usually sold without advice and, indeed, may be effected automatically unless the policyholder intervenes; this means there is little opportunity for advisers to alert policyholders to firms’ new circumstances;

· closed firms tend not to feature in some market surveys, which limits policyholders’ understanding;

· contracts only open as increments may not appear in the comparative tables on the FSA website;

· it is in firms’ interests for policyholders to have an understanding of these issues at the time of effecting the new business, to avoid complaints at a later stage;

· if closed firms wish to focus their efforts on the maintenance of existing business, it is in their interests to ensure that new business is not affected by policyholders lacking the relevant information.

Arguments against a review are: 

· policyholders are already given a substantial amount of information at the time of effecting new business;

· policyholders will, in many cases, be aware of the financial position of the firm, either from communications from the firm at the time of closure, or from material in the press; and

· with-profits policyholders should be aware of firms having issued their PPFM documents, which sets out the background to the firm’s operations.

8.1.4 Management services agreements

The traditional approach to with-profits business has been that the policyholders share in surplus from all sources, including expense surplus.  More recently, however, some with-profits policies have been written on the basis that policyholders are subject to a fixed charge that is intended to cover expenses, so that expense savings or overruns are borne by either the shareholders or the estate.  Where the expense outcome is borne by shareholders, this may allay the concerns that, where surplus is shared 90% to policyholders, 10% to shareholders, the incentives to operate efficiently are weak (Sandler, 2002). 

Some firms have also introduced, or are considering introducing, a management service agreement, whereby a sister company of the life firm is established, within the same group, which will operate the management functions for the life firm, so that it will be the management services company that incurs expenses and makes a profit or loss depending upon the expense outcome (Britannic plc, 2005). In other words, with-profits policyholders will no longer share in expense surpluses (or deficits).

From the perspective of policyholders, management services arrangements may have advantages:

· they provide security about the expense level that will be charged to them; and

· this certainty may be particularly important in closed firms, where their reducing size as they run off may lead to an increase in unit expenses;

· some life firms have been subject to significant expense overruns in the past;

· if expense savings or deficits continue to accrue largely to with-profits policyholders, the incentives to improve efficiency are weak; and

· the interests of with-profits policyholders are protected by the role of the with-profits actuary and also the with-profits committee (or other arrangement implemented by the firm to meet FSA requirements on governance in with-profits firms).

However, these arrangements raise a number of concerns for policyholders:

· this is a change in the nature of the contract, to which policyholders are not being asked to give their consent, and the effectiveness of the with-profits actuary role and new governance arrangements is not yet proven; 

· while such arrangements may be appropriate for very small firms, there are many closed firms of a size considerably greater than many open firms;

· policyholders are no longer subject to expense overruns on acquisition of new business; in closed firms;

· as closed firms develop their expertise on maintenance, there should be cost savings; therefore, policyholders are giving up their right to participate in expense savings precisely at the time when significant expense savings are being considered;

· management has a duty to seek expense savings whether these largely accrue to policyholders or shareholders;

· while there are transitional costs of achieving the savings that need to be borne, the transitional costs could be borne by the estate, and charged to asset shares over a period such as two or three years, and the policyholders would still be expected to gain significantly; and

· policyholders who have expected to bear the expense experience over a term of 20 years or more, say, may be concerned that fixed charges are being introduced for such a long period: in contrast, management implementing an outsourcing arrangement for its operations would not expect to enter into an agreement for such a long period, and in any event, would wish to keep such charges reviewable in some way.

Note that the House of Commons Treasury Committee (2004b) felt with-profits policyholders should receive a fair share of the efficiency benefits that they hoped would result from the sale and consolidation of closed funds. John Tiner, Chief Executive of the Financial Services Authority, also referred to the consolidation process (Tiner, 2004, Q.2054): 

“various types of firms … trying to create scale around closed funds… get the costs down…  That is to the long-term benefit of policyholders, provided that these are not pure, what I might call financial engineering transactions for the benefit of the providers of the equity”.

Management services arrangements may be such that the cost savings accrue to the shareholders rather than to the with-profits policyholders.

8.1.5 Shareholders’ share of surplus in with-profits business

In a proprietary firm carrying on with-profits business, surplus is usually shared 90% to the with-profits policyholders, 10% to shareholders (possibly with adjustments, e.g. relating to tax).  There is, however, an issue regarding whether it is appropriate to change the 10% factor for closed firms in certain circumstances.  Indeed, one (weak) closed firm allocated all of its distributed surplus to policyholders at the end of 2004 (Pearl Assurance).

In the 19th century, the factor was not 10% but much higher (e.g. 50% in some firms) and then competitive conditions forced a reduction, so that it reached around 10% by the early 20th century (Supple, 1970).  The 10% factor has largely been maintained since, although some firms have introduced products where less than 10% of the surplus is allocated to shareholders, improving the competitiveness of such products. 

The issue is that, if the 10% factor is compensation to the shareholders for the risk they are taking, is it appropriate for there to be less compensation, i.e. a reduction in the 10% factor if closed firms reduce the risks (“de-risking”)?

Arguments for maintaining the 10% factor are:

· the allocation of 10% of surplus to shareholders is past practice, and in many cases would have been notified to policyholders at the outset of the policy (this was part of the disclosure regime introduced by Lautro, the industry regulator, in 1988), without any indication that the factor depended on parameters such as the risk in the business; 

· projections of the maturity proceeds of policies given to policyholders, where they incorporate the effect of a reduced-risk asset mix in the projected rates of return, will have continued to reflect a 10% factor;

· de-risking is a natural and prudent response to adverse financial and other conditions, and indeed can be welcomed by policyholders, who see reduced volatility in outcomes;

· in 2001-03 shareholders have provided substantial capital support for some with-profits funds, so that they deserve a continuation of the 10% factor; and

· the 10% factor also reflects a reward for the shareholders’ ability to provide stronger incentives for cost-efficient management of the firm compared with a mutual, and this remains valid after de-risking.

Arguments in favour of a reduction are:

· when a policy was effected, the 10% factor reflected the shareholders’ reward for the risk that it would be required to support the fund in the event that guarantees “bit”: however, by reducing risks, shareholders are reducing the likelihood of guarantees biting and their being obliged to support the fund; they should therefore take a lower proportion of the surplus;

· although the 10% factor is past practice, it corresponds to the past practice of risk-bearing, and should be adapted to reflect de-risking;

· although the 10% factor has been used in conjunction with projections on a low-risk asset mix basis, this does not mean that the factor itself remains appropriate;

· in some cases, de-risking has changed the profile of risks so that they are now materially different from what is consistent with what policyholders would reasonably have expected, particularly where there has been a significant reduction in the equity content of portfolios;

· one of the reasons justifying regulation of the life insurance industry is that firms can increase the riskiness of the business after a policy has been affected, thereby increasing the value of the shareholders’ put option to default (Llewellyn, 1999). However, an alternative strategy is to de-risk; in extremis, removing the value of the guarantees that might call for shareholder funding, which therefore calls into question why shareholders should receive an unchanged proportion of surplus;

· derivative techniques have recently become available to manage risk in with-profits business; it could be argued that this has simplified risk control and could lead to a reduction in the reward for risk-bearing;

· where capital support has been provided recently by shareholders, this is arguably no more than their original commitment; if, at the very time when shareholders’ funding is required, the firm reduces the degree of risk in order to minimise the funding requirement, this may justify the reduction in the 10% factor. Indeed, the reduction in the factor is the equivalent of using part of the embedded value of the business (calculated on the assumption that 10% of the surplus would be allocated to shareholders) as support for the fund;

· there is no evidence that, overall, proprietary firms have lower expenses than mutuals (O’Brien et al, 2004). 

This issue is not easy, because the shareholders’ commitment in a with-profits fund has typically not been well-defined, although new FSA rules effective from June 2005 give guidance (6.10.24A G) that a firm’s PPFM should describe the nature and extent of any shareholder commitment to support the with-profits fund. It should also describe when and how that commitment will take effect. 

If there is uncertainty about the proportion of surplus that shareholders will receive, this may introduce an element of uncertainty in calculating value, to the shareholders, of a fund, and this may inhibit the tradability of closed funds.  However, it may be argued that firms can use their commercial judgement to assess the proportion of surplus that it is fair to allocate to shareholders, when valuing a firm.

8.2 Shareholder perspective

A key issue for shareholders is the attractiveness of closed funds for purchase.  It is too early to carry out any research on the success or otherwise of the new closed fund consolidators, so we make a limited number of observations.

The prices at which closed funds have been traded in 2001-04 showed a discount of over 20% of embedded value.  If there is a limited number of purchasers of closed funds, such a discount may be expected, although it does raise the question regarding the validity of assumptions underlying published embedded values.

The number of potential purchases has grown so as to increase competition in the capital market, though there may be more limited demand for buying the larger funds that have been sold in 2004-05, especially where this involves taking on with-profits benefits and their associated guarantees.  However, we have also seen the emergence of Resolution as a closed fund consolidator, with its shares listed on the London Stock Exchange.  When its 2005 half-year results were published in September, its embedded value was disclosed as £5.81 per share; in contrast, the share price was £6.50. 

Resolution Life Group has a target growth rate of dividends of 11% p.a., and in judging future closed life insurance acquisitions, it will look to achieve an internal rate of return target of at least 12% after tax, including synergies (Britannic plc, 2005).

The Britannic-Resolution merger was seen as leading to several advantages for shareholders, some of which we can list, taken from Britannic plc (2005):

· the economies of scale in administration, with operational and process improvements, a move to a common shared services platform, rationalisation of head office activities and product companies;

· the new benefits from bringing outsourced assets under internal control;

· improved capital and financial management, with the scale, diversity and potential of the merged group facilitating access to capital markets;

· the combination of funds with different characteristics leading to a more diversified and smoother cash flow, assisting dividend payments;

· the shareholders receive liquidity for their investment earlier than expected; and

· the business opportunities that may arise either in relation to existing policy holders or from services offered to other insurance and asset management companies.

Needless to say, the merger document also lists several risks, including:

· economic conditions and financial conditions;

· insurance, reinsurance, product and asset management risks;

· operational risks;

· legal and regulatory risks;

· risks that the integration does not achieve the planned benefits;

· risks that expenses are not reduced in accordance with the run-off profiles; and

· accounting and pensions risks.

8.3 Information: possible improvement

We have noted a number of areas where we feel there is a case for improving information on closed funds and, in the case of (2) and (3), on open funds as well. These areas are: if firms:
· stated, in their annual report and accounts, that the firm was closed to new business, if this be the case; this could also be included in the FSA Returns (see section 5.1);

· provided a balance sheet for sub-funds in their FSA Returns, where policyholder rights depend on the financial position of the sub-fund (2.3); and

· provided information on the payout on surrender and maturity of unit-linked policies in their FSA Returns (8.1.2).
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APPENDICES

Table A1

Progression of closed firms

	Closed Life Firms
	 
	 
	 
	 
	 

	Firms closed at 31.12.1994
	 
	 
	 
	 
	 

	Name 1994
	Ultimate Holding Company 1994
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Abbey Life Pensions and Annuities Ltd
	Lloyds TSB Group Plc
	Abbey Life Pensions and Annuities Ltd
	N
	N
	 

	Aegon Insurance Company (UK) Ltd
	Aegon NV
	Aegon Insurance Company (UK) Ltd
	N
	N
	 

	Aegon Life Assurance Company (UK) Ltd
	Aegon NV
	Alac (UK) Ltd
	N
	N
	 

	AFLAC Insurance Company Ltd
	Wessex Insurance Group Ltd
	Wessex Life Assurance Company Ltd
	Y
	Y
	Closed in 1993

	Ambassador Life
	Lloyds TSB Group Plc
	Ambassador Life
	Y
	N
	 

	Black Sea and Baltic General Insurance Company
	Ingosstrakh Insurance
	Black Sea and Baltic General Insurance Company
	N
	Y
	 

	Bradford Insurance Company Ltd
	Sun Alliance Group Plc
	Bradford Insurance Company Ltd
	Y
	N
	Closed around 1971 and acquired by the larger and more solvent Phoenix Assurance Plc.

	British Equitable Assurance Company Ltd


	Guardian Royal Exchange Plc
	British Equitable Assurance Company Ltd
	Y
	N
	Closed in 1948

	Canterbury Life Assurance Company Ltd
	Refuge Group
	Canterbury Life Assurance Company Ltd
	N
	N
	Closed on 3rd February 1993

	Capital Life Insurance Company
	Barbados Mutual Life Assurance Society
	Capital Life Insurance Company
	Y
	Y
	Very small UK branch of Bahamas insurer

	Century Life plc
	Century Group Plc
	Century Life plc
	Y
	Y
	Had policy of acquiring small closed life companies

	City of London Insurance Company Ltd
	B.A.T Industries Plc
	City of London Insurance Company Ltd
	N
	N
	 

	City of Westminster Assurance Company Ltd
	Irish Life
	City of Westminster Assurance Company Ltd
	N
	 
	 

	Colonial Mutual Life (Unit Assurances) Limited
	Colonial Mutual Life Assurance
	Colonial Mutual Life (Unit Assurances) Limited
	N
	N
	Closed in 1994

	Commercial Union Pensions Management
	Commercial Union Plc
	Edinburgh Assurance Company Ltd
	N
	N
	 

	Criterion Life Assurance Ltd
	Criterion Holdings Ltd
	IntegraLife UK Ltd
	Y
	Y
	Stopped seeking new business in May 1990

	Crown Life Insurance Company
	HARO Financial Corporation
	Crown Life Insurance Company
	Y
	Y
	 

	Domestic and General Life Assurance Ltd
	Domestic and General Group Plc
	Domestic and General Life Assurance Company Ltd
	Y
	Y
	 

	Eagle Star Insurance Company Ltd
	B.A.T Industries Plc
	Eagle Star Insurance Company Ltd
	N
	N
	 

	Economic Insurance Company Ltd
	Economic Insurance Holdings Ltd
	Hiscox Insurance Company Ltd
	Y
	Y
	 

	Fidelity Life Assurance Ltd
	Norwich Union Life Insurance Society
	Fidelity Life Assurance Ltd
	N
	N
	Closed in January 1975

	FP Life Assurance Ltd
	Friends Provident Life Office
	Friends Provident Life Assurance Limited
	Y
	N
	 

	General Accident Fire and Life Assurance Corporation plc
	General Accident Plc
	CGU Insurance plc
	N
	N
	 

	General Accident Pensions Management Ltd
	General Accident Plc
	General Accident Pensions Management Ltd
	N
	N
	 

	Gerling Global General and Reinsurance Company
	Gerling-Konzern Versicherungs-Beteiligungs Aktiengesellschaft
	Global General Reinsurance Company
	N
	N
	 

	Growth and Secured Life Assurance Society
	Growth and Secured Life Assurance Society
	Growth and Secured Life Assurance Society
	N
	Y
	 

	Guardian Eastern Insurance Company Ltd
	Guardian Royal Exchange Plc
	Guardian Eastern Insurance Company Ltd
	Y
	N
	 

	Independent Order of Foresters
	Independent Order of Foresters
	Independent Order of Foresters
	Y
	Y
	UK branch of Canadian fraternal society

	Lancashire and Yorkshire Assurance Society Ltd (FS)
	Lancashire and Yorkshire Assurance Society Ltd (FS)
	Lancashire and Yorkshire Assurance Society Ltd (FS)
	N
	Y
	 

	Manchester Unity Life Insurance Collecting Society (FS)
	Manchester Unity Life Insurance Collecting Society (FS)
	Manchester Unity Life Insurance Collecting Society (FS)
	Y
	Y
	 

	Manufacturers Life Insurance Company Ltd
	Manufacturers Life
	Manufacturers Life Insurance Company Ltd
	Y
	Y
	Closed on 2nd February 1990

	Monarch Assurance
	ETC Services Ltd
	Monarch Assurance
	N
	Y
	All business (1995-1997) written in the Isle of Man, none in the UK.



	Norwich Union Fire Insurance Society Ltd
	Norwich Union Life Insurance Society
	Norwich Union Insurance Ltd
	N
	N
	 

	Oaklife Assurance Company Ltd
	In Liquidation
	Oaklife Assurance Company Ltd
	N
	N/a
	In liquidation since 14th September 1993

	PFM Assurance Limited
	Scottish Provident Institution
	PFM Assurance Limited
	Y
	N
	 

	Pilot Assurance Company Ltd
	Zurich Insurance Company
	Pilot Assurance Company Ltd
	N
	N
	Closed in 1966

	Prosperity Life Assurance Company Ltd
	Century Group Plc
	Prosperity Life Assurance Company Ltd
	Y
	Y
	Closed in 1994, prior to acquisition by Century Group Ltd of Prosperity Financial Services Ltd.

	Proteus Insurance Company Ltd
	The Peninsular and Oriental Steam Navigation Company
	Proteus Insurance Company Ltd
	N
	Y
	 

	Prudential Holborn Pensions Ltd
	Prudential Corporation Plc
	Prudential (AN) Ltd
	N
	N
	 

	Scottish Life Pensions Annuity Company Ltd, The
	Scottish Life Assurance Company, The
	Royal London Pooled Pensions Company Ltd
	N
	N
	 

	Scottish Mutual Pension Funds Investment
	Abbey National Plc
	Scottish Mutual Pension Funds Investment
	N
	N
	 

	Society for the Benefit of the Widows of the Officers of the Royal Regiment of Artillery Ltd
	Society for the Benefit of the Widows of the Officers of the Royal Regiment of Artillery Ltd
	Society for the Benefit of the Widows of the Officers of the Royal Regiment of Artillery Ltd
	Y
	Y
	 

	Southern Life Association Ltd, The
	Firstrand Ltd
	Momentum Group Ltd
	Y
	Y
	Very small UK branch of South African insurer

	Target Life Assurance Company Ltd


	Lloyds TSB Group Plc
	Hill Samuel Life Assurance Ltd 
	N
	N
	 

	Transamerica Occidental Life Insurance
	Transamerica Corporation
	Transamerica Occidental Life Insurance
	N
	Y
	 

	Transatlantic Life Assurance Company Ltd
	Mastcraft Ltd
	Transatlantic Life Assurance Company Ltd
	N
	Y
	 

	UIA (Insurance) Ltd
	UIA
	UIA (Insurance) Ltd
	Y
	Y
	Closed in 1990

	University Life Assurance Society
	Equitable Life Assurance Society
	University Life Assurance Society
	Y
	N
	Closed in 1976

	Yorkshire Insurance Company Ltd
	General Accident Plc
	Yorkshire Insurance Company Ltd
	N
	N
	Closed before 1985

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1994
	47
	2
	49
	 
	 

	1995
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Australian Mutual Provident Society
	Australian Mutual Provident Society
	Australian Mutual Provident Society
	Y
	N
	 

	Confederation Life Insurance Company (UK) Ltd
	Sun Life Assurance Company of Canada
	Confederation Life Insurance Company (UK) Ltd
	N
	N
	In 1994 Confederation Holdings Plc was acquired by Sun Life of Canada UK Holdings Plc.  On 6th April 1995 the marketing groups of the two companies were merged to offer a single range of products, with the effect that the Company's products would no longer be marketed.

	Forester Life Ltd
	Independent Order of Foresters
	Forester Life Ltd
	Y
	Y
	Became operational on 1st October when the business of Independent Order of Foresters was transferred in, which was a closed fund.  Remained closed itself until 1996.

	Leeds Life Assurance
	Halifax Building Society
	Leeds Life Assurance
	N
	N
	Closed on 1st August following merger between Halifax and Leeds Permanent building societies.  Since then all new business from the enlarged Halifax branch network has been placed through Halifax Life Ltd.

	London Life Linked Assurances Ltd
	Australian Mutual Provident Society
	London Life Linked Assurances Ltd
	N
	Y
	Ceased actively seeking new business on 18th May

	London Life Managed Funds Ltd
	Australian Mutual Provident Society
	London Life Ltd
	N
	Y
	Ceased actively seeking new business on 18th May

	Manufacturers Life Insurance Co (UK) Ltd, The
	Canada Life Assurance Company
	Canada Life Limited
	N
	N
	On 10th March The Canada Life Assurance Company acquired the immediate parent.  On 22nd May the Company was closed, with the intention that the company would be re-opened when merged with The Canada Life Assurance Co of Great Britain.

	Pearl Assurance (Unit Funds) Ltd
	Australian Mutual Provident Society
	Pearl Assurance (Unit Funds) Ltd
	N
	N
	Ceased taking on new business

	Pearl Assurance (Unit Linked Pensions) Ltd
	Australian Mutual Provident Society
	Pearl Assurance (Unit Linked Pensions) Ltd
	N
	N
	Ceased taking on new business

	Save and Prosper Insurance (Overseas) Ltd
	Robert Fleming Holdings Ltd
	Fleming Life Ltd
	N
	N
	Closed on 1st January but re-opened in October

	S-E-Banken Life Assurance Co Ltd
	Skandinaviska Enskilda Banken
	S E B Trygg Life (UK) Assurance Co Ltd
	N
	Y
	Attributed UK closure during the year to the costs of training and compliance.  The company continued to write new business in Sweden.

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Independent Order of Foresters
	Independent Order of Foresters
	Independent Order of Foresters
	01/10/1995
	Forester Life Ltd
	Forester Life Ltd commenced trading when the business of Independent Order of Foresters was transferred to it.

	Lancashire and Yorkshire Assurance Society Ltd (FS)
	Lancashire and Yorkshire Assurance Society Ltd (FS)
	Lancashire and Yorkshire Assurance Society Ltd (FS)
	01/07/1995
	Family Assurance Friendly Society Ltd
	 

	Manufacturers Life Insurance Company Ltd
	Manufacturers Life
	Manufacturers Life Insurance Company Ltd
	30/09/1995
	Canada Life Ltd
	 

	PFM Assurance Limited
	Scottish Provident Institution
	PFM Assurance Limited
	31/12/1995
	Scottish Provident Institution
	Scottish Provident Institution transferred the business of several subsidiaries to itself to simplify administration and create a legal structure more representative of operations.

	Prosperity Life Assurance Company
	Century Group Ltd
	Prosperity Life Assurance Company
	03/04/1995
	Century Life Plc
	 

	Scottish Mutual Pension Funds Investment
	Abbey National Plc
	Scottish Mutual Pension Funds Investment
	30/09/1995
	Scottish Mutual Assurance Plc
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	Save and Prosper (Overseas) Ltd
	Robert Fleming Holdings Ltd
	Fleming Life Ltd
	Oct-95
	N
	Closed on 1st January 1995 and then re-opened later in the year

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1994
	47
	2
	49
	 
	 

	+ New Closures
	11
	0
	11
	 
	 

	- Firms that became non-operational
	5
	1
	6
	 
	 

	- Firms that re-opened
	1
	0
	1
	 
	 

	= Closed firms at 31st December 1995


	52
	1
	53
	 
	 

	1996
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Clerical Medical and General Life Assurance Society
	Clerical Medical and General Life Assurance Society
	Clerical Medical and General Life Assurance Society
	Y
	N
	Closed when a substantial part of the business was transferred to Clerical Medical Investment Group, on 31st December.

	N&P Life Assurance Ltd
	Abbey National Plc
	Scottish Mutual Pensions Ltd
	N
	N
	Closed to new business on 5th August, the date on which the business of National and Provincial Building Society transferred to Abbey National Plc.  With effect 1st January 1997 the fund was transferred to Abbey National Life Plc.

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Colonial Mutual Life (Unit Assurances) Ltd
	Colonial Mutual Life Assurance
	Colonial Mutual Life (Unit Assurances) Ltd
	30/12/1996
	Colonial Life UK
	Colonial Life UK became operational at the date of the transfer and opened the fund to new business

	Leeds Life Assurance


	Halifax Building Society
	Leeds Life Assurance
	31/01/1996
	Halifax Life Ltd
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	Forester Life Ltd
	Independent Order of Foresters
	Forester Life Ltd
	1996
	Y
	Opened the year after it became operational having received the Independent Order of Foresters' closed fund.

	Prudential Holborn Pensions Ltd
	Prudential Corporation Plc
	Prudential (AN) Ltd
	1996
	N
	Opened during 1996 to inwards reinsurance only.  During 2002 the firm opened to direct business.

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1995
	52
	1
	53
	 
	 

	+ New Closures
	2
	0
	2
	 
	 

	- Firms that became non-operational
	2
	0
	2
	 
	 

	- Firms that re-opened
	2
	0
	2
	 
	 

	= Closed firms at 31st December 1996
	50
	1
	51
	 
	 

	1997
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company


	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	AXA Equity and Law Life Assurance Society Plc
	AXA-UAP
	AXA Equity and Law Life Assurance Society Plc
	Y
	N
	 

	Scottish Amicable Pensions Investments Ltd
	Prudential Corporation Ltd
	Prudential Retirement Income Ltd
	N
	N
	Closed following the acquisition of the company by the Prudential Assurance Company Ltd

	United Friendly Life Assurance Ltd
	United Assurance Group Plc
	United Friendly Life Assurance Ltd
	N
	N
	 

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Abbey Life Pensions and Annuities Ltd
	Lloyds TSB Group Plc
	Abbey Life Pensions and Annuities Ltd
	25/09/1997
	 
	Ceased operations when the sole reassurance agreement was terminated.

	Australian Mutual Provident Society
	Australian Mutual Provident Society
	Australian Mutual Provident Society
	31/12/1997
	London Life
	 

	Commercial Union Pensions Management
	Commercial Union Plc
	Edinburgh Assurance Company Ltd
	31/12/1997
	Northern Assurance
	 

	N&P Life Assurance Ltd
	Abbey National Plc
	Scottish Mutual Pensions Ltd
	01/01/1997
	Abbey National Life Plc
	Long term fund was transferred with a view to opening to new business in future.  On 17th May 1999 the company became re-operational, reassuring Scottish Mutual Assurance Plc business



	Norwich Union Insurance Ltd
	Norwich Union Life Insurance Society
	Norwich Union Insurance Ltd
	31/12/1997
	Norwich Union Life & Pensions Ltd
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	Canada Life Assurance Company of Great Britain Ltd, The
	Canada Life Assurance Company
	Canada Life Limited
	01/01/1997
	N
	Re-opened on 1st January following the acquisition of the business by a fellow subsidiary.

	Criterion Life Assurance Ltd
	VHV
	IntegraLife UK Ltd
	1997
	Y
	 

	Gerling Global General & Reinsurance Company
	GKB
	Global General & Reinsurance Company
	1997
	N
	Re-opened in 1997 for inwards reinsurance only.  In 1999 re-opened to direct business.

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1996
	50
	1
	51
	 
	 

	+ New Closures
	3
	0
	3
	 
	 

	- Firms that became non-operational
	5
	0
	5
	 
	 

	- Firms that re-opened
	3
	0
	3
	 
	 

	= Closed firms at 31st December 1997


	45
	1
	46
	 
	 

	1998
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Gan Life and Pensions Plc
	Life Assurance Holding Corporation
	GL&P Plc
	N
	N
	Life Assurance Holding Corporation Ltd acquired the company from SC du Gan and closed the fund.  On the 30th November the fund was transferred to Windsor Life Assurance.

	Save and Prosper Insurance Ltd
	Robert Flemings Holdings Ltd
	Save and Prosper Insurance Ltd
	Y
	Y
	Effectively closed as at 31st March

	Save and Prosper Pensions Ltd
	Robert Flemings Holdings Ltd
	Save and Prosper Pensions Ltd
	Y
	Y
	Effectively closed as at 31st March

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Aegon Insurance Company (UK) Ltd
	Aegon NV
	Aegon Insurance Company (UK) Ltd
	03/12/1998
	 
	On 3rd December company certified that there were no long term policies in force

	Aegon Life Assurance Company (UK) Ltd
	Aegon NV
	Alac (UK) Ltd
	30/11/1998
	Windsor Life Assurance
	 

	Ambassador Life
	Lloyds TSB Group Plc
	Ambassador Life
	01/01/1998
	Abbey Life Assurance Company Ltd


	 

	Black Sea and Baltic General Insurance Co.
	Ingosstrakh Insurance
	Black Sea and Baltic General Insurance Co.
	1998
	 
	Business acquired by Century Life (details unclear)

	Clerical Medical and General Life Assurance Society
	Clerical Medical and General Life Assurance Society
	Clerical Medical and General Life Assurance Society
	1998
	Clerical Medical Investment Group
	 

	Gan Life and Pensions Plc
	Life Assurance Holding Corporation
	GL&P Plc
	30/11/1998
	Windsor Life Assurance
	Transferred in the year it was closed

	General Accident Pensions Management Ltd
	General Accident Plc
	General Accident Pensions Management Ltd
	1998
	Norwich Union Pensions Management Ltd
	 

	Target Life Assurance Co Ltd
	Lloyds TSB Group Plc
	Hill Samuel Life Assurance Ltd 
	01/01/1998
	Abbey Life Assurance Company Ltd
	 

	Transamerica Occidental Life Insurance
	Transamerica Corporation
	Transamerica Occidental Life Insurance
	13/11/1998
	Windsor Life Assurance
	 

	Wessex Life Assurance Company Ltd
	Wessex Financial Services Group Ltd
	Wessex Life Assurance Company Ltd
	10/07/1998
	Domestic & General Life Assurance
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	United Friendly Life Assurance Ltd
	United Assurance Group Plc
	United Friendly Life Assurance Ltd
	1998
	 
	Re-opened in 1998 for inwards reinsurance only

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1997
	45
	1
	46
	 
	 

	+ New Closures
	3
	0
	3
	 
	 

	- Firms that became non-operational
	10
	0
	10
	 
	 

	- Firms that re-opened
	1
	0
	1
	 
	 

	= Closed firms at 31st December 1998
	37
	1
	38
	 
	 

	1999
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	British Life Office Ltd
	Reliance Mutual Insurance Society Ltd
	British Life Office Ltd
	N
	Y
	Closed in November

	Civil Servants' Annuities Assurance Society (FS)
	Civil Servants' Annuities Assurance Society (FS)
	Civil Servants' Annuities Assurance Society (FS)
	Y
	Y
	Closed during 1999

	Friends Provident (London and Manchester) Assurance Ltd
	Friends Provident Life Office
	Friends Provident (London and Manchester) Assurance Ltd
	Y
	N
	In September 1998 the company became a subsidiary of Friends Provident Life Office.  During 1999 the salesforce began selling the Ordinary Branch products of Friends' Provident.

	Friends Provident Corporate Pensions Ltd
	Friends Provident Life Office
	Friends Provident Pensions Ltd
	N
	N
	Ceased actively marketing its products during 1999

	M & G Life Assurance Company Ltd
	Prudential Plc
	M & G Life Assurance Company Ltd
	N
	N
	The company was acquired by Prudential Plc on 28th April.  The fund was closed in July with the intention of transferring all business to Scottish Amicable Life Plc following the development of its computer system.

	Northern Assurance, The
	CGU Plc
	Northern Assurance, The
	N
	N
	Closed on 1st January when part of business was transferred to CGU Linked Life Assurance, the remainder was reinsured to the same company.  Previously did inwards reinsurance only for Commercial Union Life Assurance.

	Old Mutual Life Assurance Company Ltd
	Old Mutual Plc
	Old Mutual Life Assurance Company Ltd
	Y
	Y
	The ultimate holding company changed from South African Mutual Life Assurance Society to Old Mutual Plc on 11th May.  The fund closed in the first half of the year.

	Reliance Mutual Insurance Society Ltd
	Reliance Mutual Insurance Society Ltd
	Reliance Mutual Insurance Society Ltd
	Y
	Y
	Closed on 17th November

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Manchester Unity Life Insurance Collecting Society (FS)


	Manchester Unity Life Insurance Collecting Society (FS)
	Manchester Unity Life Insurance Collecting Society (FS)
	31/12/1999
	Independent Order of Odd Fellows Manchester Unity (FS)
	 

	Proteus Insurance Company Ltd
	The Peninsular and Oriental Steam Navigation Company
	Proteus Insurance Company Ltd
	1999
	 
	Became non-operational when all policies were run-off.

	Scottish Amicable Pensions Investments Ltd
	Prudential Corporation Ltd
	Prudential Retirement Income Ltd
	31/12/1999
	Prudential Pensions Ltd
	Following the transfer the company became operational in 2000 writing new pension annuity business

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	 None
	 
	 
	 
	 
	 

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1998
	37
	1
	38
	 
	 

	+ New Closures
	7
	1
	8
	 
	 

	- Firms that became non-operational
	2
	1
	3
	 
	 

	- Firms that re-opened
	0
	0
	0
	 
	 

	= Closed firms at 31st December 1999
	42
	1
	43
	 
	 

	2000
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company


	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Abbey Life Assurance Company Ltd
	Lloyds TSB Group Plc
	Abbey Life Assurance Company Ltd
	Y
	Y
	The market environment - competition, low cost stakeholder pensions and pressures of regulation on costs and sales - had made it difficult for direct salesforce distribution to prosper.  On 1st February announced it was transferring its sales operation to Allied Dunbar, which it completed during the year.

	Alba Life Ltd
	Britannic Plc
	Alba Life Ltd
	Y
	N
	On 4th December 1997 it announced closure to new IFA business, effectively closing the with-profits fund.  However, it did not completely close to new business until 30th September 2000, when it ceased writing pooled pension business on behalf of Britannic Investment Managers.

	Colonial Life (UK) Ltd
	Credit Suisse Group
	Winterthur Life UK Ltd
	Y
	N
	On 12th June the Company's parent Colonial (UK) Plc was acquired by Winterthur Life UK Holdings Ltd of the Credit Suisse Group, who closed the Company to new business during 2000.

	Colonial Pension Funds UK Ltd
	Credit Suisse Group
	Winterthur Pension Funds UK Ltd
	N
	N
	

	Equitable Life Assurance Society
	Equitable Life Assurance Society
	Equitable Life Assurance Society
	Y
	Y
	Closed on 8th December following failure to sell the business after adverse House of Lords decision, leaving very weak financial position.

	Eurolife Assurance Company Ltd
	Eurolife Assurance Group Plc
	Eurolife Assurance Company Ltd
	N
	Y
	Closed in June, having issued only 5 new single premiums contracts in the previous financial year.

	Lloyds TSB Life Assurance Company Ltd
	Lloyds TSB Group Plc
	Lloyds TSB Life Assurance Company Ltd
	Y
	Y
	Closed on 6th March

	National Provident Life Ltd
	AMP Ltd
	National Provident Life Ltd
	N
	N
	Closed from the date it became operational, on 1st January, when the business of National Provident Institution was transferred to the company.

	TPFL Ltd
	CGNU Plc
	TPFL Ltd
	N
	N
	Closed in June following the purchase of the company by Norwich Union Linked Life on the 14th.



	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Confederation Life Insurance Company (UK) Ltd
	Sun Life Financial Services of Canada Inc.
	Confederation Life Insurance Company (UK) Ltd
	22/03/2000
	Sun Life Assurance Company of Canada (UK) Ltd
	 

	Crown Life Insurance Company
	 
	Crown Life Insurance Company
	01/12/2000
	Canada Life Ltd
	 

	Friends Provident (London and Manchester) Assurance Ltd
	Friends Provident Life Office
	Friends Provident (London and Manchester) Assurance Ltd
	04/01/2000
	Friends Provident Life Office
	Transferred shortly after closing

	Growth and Secured Life Assurance Society Ltd
	Growth and Secured Life Assurance Society Ltd
	Growth and Secured Life Assurance Society Ltd
	30/06/2000
	Century Life Plc
	 

	Guardian Eastern Insurance Company Ltd
	AXA
	Guardian Eastern Insurance Company Ltd
	2000
	 
	Long term business terminated during 2000

	Hiscox Insurance Company Ltd
	Hiscox Plc
	Hiscox Insurance Company Ltd
	01/04/2000
	Century Life Plc
	 

	M & G Life Assurance Company Ltd
	Prudential Plc
	M & G Life Assurance Company Ltd
	28/12/2000
	Scottish Amicable Life Plc
	 

	Old Mutual Life Assurance Company Ltd
	Old Mutual Plc
	Old Mutual Life Assurance Company Ltd
	19/06/2000
	Century Life Plc
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	UIA Insurance
	UIA
	UIA Insurance
	06/06/2000
	Y
	 

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 1999
	42
	1
	43
	 
	 

	+ New Closures
	9
	0
	9
	 
	 

	- Firms that became non-operational
	8
	0
	8
	 
	 

	- Firms that re-opened
	1
	0
	1
	 
	 

	= Closed firms at 31st December 2000
	42
	1
	43
	 
	 

	2001
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Barclays Life Assurance Company Ltd
	Barclays Plc
	BLAC Ltd
	N
	N
	Ceased to seek new customers through Barclays Bank retail outlets from 1st August.

	Gerling Global General & Reinsurance Company
	GKB
	Global General & Reinsurance Company
	N
	Y
	 

	Guardian Assurance Plc
	AEGON NV
	Guardian Assurance Plc
	Y
	N
	At the start of the year the company ceased writing new business other than increments and options under existing policies.

	Guardian Linked Life Assurance
	AEGON NV
	Guardian Linked Life Assurance
	N
	N
	

	Guardian Pensions Management Ltd
	AEGON NV
	Guardian Pensions Management Ltd
	N
	N
	

	Hearts of Oak (FS)
	Hearts of Oak (FS)
	Hearts of Oak (FS)
	Y
	Y
	Starting in 1996 the company started diverting new business to its associated life company, London Aberdeen and Northern Mutual.  It fully closed in December 2001 when it created a subsidiary to aid the transfer of engagements to Liverpool Victoria Friendly Society, a transfer that later fell through.

	London Aberdeen and Northern Mutual Assurance Society Ltd 
	London Aberdeen and Northern Mutual Assurance Society Ltd
	London Aberdeen and Northern Mutual Assurance Society Ltd
	Y
	Y
	Closed in December and has indicated it will continue to run off its business as a closed fund until solvency shows long run improvement.

	Pearl Assurance (Unit Linked Pensions) Ltd
	AMP Ltd
	Pearl Assurance (Unit Linked Pensions) Ltd
	N
	N
	Re-opened in April with the launch of a stakeholder compliant pension product but closed again on 31st December.

	Scottish Provident Ltd
	Abbey National Plc
	Scottish Provident Ltd
	Y
	N
	Closed from operational date of 1st August following the transfer of the whole of the business of The Scottish Provident Institution.

	Woolwich Life Assurance Company Ltd
	Barclays Plc
	Barclays Life Assurance Company Ltd
	N
	N
	Ceased to seek new customers through Woolwich Plc retail outlets from 1st October.

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	AXA Equity and Law Life Assurance Society Plc
	AXA
	AXA Equity and Law Life Assurance Society Plc
	01/04/2001
	AXA Sun Life Plc
	 

	British Equitable Assurance Co Ltd
	AXA
	British Equitable Assurance Co Ltd
	30/11/2001
	Sun Life Assurance Society Plc
	 

	Canterbury Life Assurance Co Ltd
	Royal London Mutual
	Canterbury Life Assurance Co Ltd
	01/01/2001
	Royal London Mutual
	 

	Civil Servants' Annuities Assurance Society (FS)
	Civil Servants' Annuities Assurance Society (FS)
	Civil Servants' Annuities Assurance Society (FS)
	31/12/2001
	Royal Liver Friendly Society
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	British Life Office Ltd
	Reliance Mutual Insurance Society Ltd
	British Life Office Ltd
	2001
	N
	 

	Colonial Life (UK) Ltd
	Credit Suisse Group
	Winterthur Life UK Ltd
	2001
	Y
	Re-opened within a year of closure

	Monarch Assurance
	Monarch Assurance Investments Ltd
	Monarch Assurance
	2001
	Y
	Accepted new UK business, following all new business 1995-2000 being in Isle of Man.

	Pearl Assurance (Unit Linked Pensions) Ltd
	AMP Ltd
	Pearl Assurance (Unit Linked Pensions) Ltd
	Apr-01
	N
	Re-opened in April but closed again in December.

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 2000
	42
	1
	43
	 
	 

	+ New Closures
	9
	1
	10
	 
	 

	- Firms that became non-operational
	3
	1
	4
	 
	 

	- Firms that re-opened
	4
	0
	4
	 
	 

	= Closed firms at 31st December 2001
	44
	1
	45
	 
	 

	2002
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Alliance and Leicester Life Assurance Company Ltd
	Legal and General Plc
	Alliance and Leicester Life Assurance Company Ltd
	N
	N
	On 3rd September the company was acquired by Legal & General Assurance Society Ltd.  On 8th November the linked assets of the pension business were transferred to other pension funds, mostly Legal & General.  On 22nd November the long term fund closed, transferred in 2003.

	Phoenix Assurance Ltd
	Royal and Sun Alliance Insurance Group
	Phoenix Assurance Ltd
	Y
	Y
	In August 2002 the Royal & Sun Alliance Insurance Group announced its decision to close the company, reflecting the Group's strategy of focusing capital and resources in general insurance markets.  Consequently, the company closed on 6th September 2002.

	Royal and Sun Alliance Life and Pensions Ltd
	Royal and Sun Alliance Insurance Group
	Phoenix Life and Pensions Ltd
	Y
	Y
	

	Royal and Sun Alliance Linked Insurances Ltd
	Royal and Sun Alliance Insurance Group
	Royal and Sun Alliance Linked Insurances Ltd
	N
	Y
	

	Sun Alliance and London Assurance Company Ltd
	Royal and Sun Alliance Insurance Group
	Phoenix and London Assurance Ltd
	Y
	Y
	

	Scottish Legal Life Assurance Society (FS)
	Scottish Legal Life Assurance Society (FS)
	Scottish Legal Life Assurance Society (FS)
	Y
	Y
	Closed on 23rd May following a comprehensive strategic review.

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	None 

	 
	 
	 
	 
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	Friends Provident Pensions Ltd
	Friends Provident Plc
	Friends Provident Pensions Ltd
	01/01/2002
	Y
	 

	 
	 
	 
	 
	 
	 

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 2001
	44
	1
	45
	 
	 

	+ New Closures
	5
	1
	6
	 
	 

	- Firms that became non-operational
	0
	0
	0
	 
	 

	- Firms that re-opened
	1
	0
	1
	 
	 

	= Closed firms at 31st December 2002
	48
	2
	50
	 
	 

	2003
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Britannic Assurance Plc
	Britannic Group Plc
	Britannic Assurance Plc
	Y
	Y
	Stopped investing in new business capability, which is expected (according to the company) to conserve £25m/annum at one off cost of £15m.



	Britannic Retirement Solutions
	Britannic Group Plc
	Britannic Retirement Solutions
	N
	Y
	Announced closure on 10th November and closed during the month.

	Britannic Unit Linked Assurance Ltd
	Britannic Group Plc
	Britannic Unit Linked Assurance Ltd
	N
	Y
	 

	Customs Annuity and Benevolent Fund Inc.
	Customs Annuity and Benevolent Fund Inc.
	Customs Annuity and Benevolent Fund Inc.
	Y
	Y
	Effectively closed to new business in 2003 whilst Directors attempted to secure a merger.

	National Australia Life Company Ltd
	National Australia Bank Ltd
	Century Life Assurance Company
	N
	Y
	Closed on 28th September.  The Company was acquired by Century Group on 31st December, renamed Century Life Assurance Company Limited on 1st January 2004, and then transferred to Century Life Plc on 29th March 2004.

	NPI Ltd
	HHG Plc
	NPI Ltd
	Y
	Y
	A strategic review was carried out during 2003, the result of which was to cease actively marketing new business.  On 12th December the ultimate holding company changed from AMP Ltd to HHG Plc.

	Pearl Assurance Plc
	AMP Ltd
	Pearl Assurance Plc
	Y
	Y
	During 2003 the equity market fell such that the Company could not continue to bear the equity market risk out of its own resources.  AMP Ltd rejected the request for capital support and one of the consequences was the closure to new business.  In May 2003 AMP Ltd announced a demerger from HHG Plc, the then ultimate holding company.

	Rational Shelley Friendly Society Ltd (FS)
	Rational Shelley Friendly Society Ltd (FS)
	Rational Shelley Friendly Society Ltd (FS)
	Y
	Y
	Voluntarily closed in 2003 to best serve members' interests.

	Sun Life Assurance Company of Canada (UK) Ltd
	Sun Life Financial Inc.
	Sun Life Assurance Company of Canada (UK) Ltd
	Y
	Y
	On 28th February 2001 the company closed to individual life and pension policies due to reducing margins and market consolidation.  The company then ceased selling group insurance in 2003.

	Swiss Life (UK) Plc
	Swiss Life Holding
	Swiss Life (UK) Plc
	Y
	Y
	On 18th September 2002 the ultimate holding company announced that the UK is no longer a core market.  Consequently, Swiss Life (UK) closed on 18th July 2003 to individual business and 31st December to group business.

	Zurich Life Assurance Company
	Zurich Financial Services
	Reassure UK Life Assurance Company Ltd
	Y
	N
	Closed on 27th August, prior to its acquisition by Swiss Reinsurance Company

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Alliance and Leicester Life Assurance Company Ltd
	Legal and General Plc
	Alliance and Leicester Life Assurance Company Ltd
	31/10/2003
	Legal & General Assurance Society
	 

	BLAC Ltd
	Barclays Plc
	BLAC Ltd
	26/09/2003
	Woolwich Life
	 

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	Friends Provident Life Assurance Ltd
	Friends Provident Plc
	Friends Provident Life Assurance Ltd
	2003
	Y
	Opened in 2003 for inwards reinsurance only, then on the 1st January 2004 opened to direct business.

	Reliance Mutual Insurance Society Ltd
	Reliance Mutual Insurance Society Ltd
	Reliance Mutual Insurance Society Ltd
	2003
	Y
	Opened to new credit life insurance

	Royal London Pooled Pensions Company Ltd


	Royal London Mutual Insurance Society, The
	Royal London Pooled Pensions Company Ltd
	2003
	N
	 

	Outcome:
	Long-term Insurers 
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 2002
	48
	2
	50
	 
	 

	+ New Closures
	10
	1
	11
	 
	 

	- Firms that became non-operational
	2
	0
	2
	 
	 

	- Firms that re-opened
	3
	0
	3
	 
	 

	= Closed firms at 31st December 2003
	53
	3
	56
	 
	 

	2004
	 
	 
	 
	 
	 

	New closures
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	With-profits liabilities?
	Group closed?
	Notes

	Allianz Cornhill Insurance Plc
	Allianz Aktiengesellschaft
	Allianz Cornhill Insurance Plc
	Y
	Y
	Closed on 31st December

	Omnilife Insurance Company Ltd
	Omnilife Insurance Company Ltd
	Omnilife Insurance Company Ltd
	N
	Y
	Closed because it needed approval from the controller.  Re-opened in September.

	Prudential Annuities Ltd
	Prudential Plc
	Prudential Annuities Ltd
	N
	N
	Ceased to accept annuity business reassured from group companies during 2004.

	UIA Insurance
	UIA
	UIA Insurance
	Y
	Y
	Closed in July

	Closed firms that became non-operational
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date became non-operational
	Transferee (if applicable)
	Notes

	Century Life Assurance Company Limited
	Century Group Ltd
	Century Life Assurance Company Limited
	29/03/2004
	Century Life Plc
	Known as National Australia Life when closed in 2003.

	Customs Annuity and Benevolent Fund Inc.
	Customs Annuity and Benevolent
	Customs Annuity and Benevolent Fund Inc.
	01/03/2004
	National Deposit Friendly Society
	 

	Lloyds TSB Life Assurance Company Ltd
	Lloyds TSB Group Plc
	Lloyds TSB Life Assurance Company Ltd
	31/12/2004
	Scottish Widows Plc and Scottish Annuities Ltd
	 

	Pilot Assurance Company Ltd
	Zurich Financial Services
	Pilot Assurance Company Ltd
	2004
	 
	Had in-force policies until 2004 when the few remaining policies were terminated.  On 1st January 2005 Pilot was transferred to Zurich Assurance Ltd.

	Closed firms that re-opened
	 
	 
	 
	 
	 

	Then name
	Then Ultimate Holding Company
	Current Name
	Date re-opened
	With-profits liabilities?
	Notes

	Omnilife Insurance Company Ltd
	Medgulf
	Omnilife Insurance Company Ltd
	30/09/2004
	N
	Re-opened following cash injection from new owner

	Winterthur Pension Funds UK Ltd
	Credit Suisse Group
	Winterthur Pension Funds UK Ltd
	2004
	N
	Re-opened to inwards reinsurance only

	Outcome:
	Long-term Insurers
	Friendly Societies
	Total
	 
	 

	Closed firms at 31st December 2003
	53
	3
	56
	 
	 

	+ New Closures
	4
	0
	4
	 
	 

	- Firms that became non-operational
	4
	0
	4
	
	

	- Firms that re-opened
	2
	0
	2
	
	

	= Closed firms at 31st December 2004
	51
	3
	54
	
	


Table A2

Closed firms and ultimate holding companies

	Ultimate Holding Company
	Long-term fund assets of closed firms in group (£'000)
31 Dec 2004
	Firm
	Long-term fund assets (£'000)
 31 December 2004

	Resolution Plc (formerly Britannic Group)
	 
	Alba Life
	2,731,150

	
	
	Allianz Cornhill Ins
	771,949

	
	
	Bradford Ins
	1,317

	
	
	Britannic
	5,905,759

	
	
	Britannic Retirement
	1,225,259

	
	
	Britannic Unit Linked Ass
	1,225,382

	
	
	Century Life
	1,837,823

	
	
	Phoenix
	1,347,495

	
	
	Phoenix Life & Pens
	9,534,600

	
	
	Phoenix & London Ass
	8,391,254

	
	
	R&SA Linked Ins
	4,154,702

	
	
	Swiss Life (UK)
	1,418,998

	Pearl Group Ltd
	28,181,571
	London Life
	2,646,073

	
	
	London Life Linked Ass
	165,855

	
	
	Nat Provident Life
	6,381,347

	
	
	NPI Ltd
	3,846,247

	
	
	Pearl
	14,344,934

	
	
	Pearl Unit Funds
	393,982

	
	
	Pearl Unit Linked Pensions
	403,133

	Equitable Life
	15,683,859
	Equitable Life**
	15,648,487

	
	
	University Life**
	35,372

	Prudential 
	14,355,236
	Prudential Annuities
	14,355,236

	Lloyds TSB Group
	10,799,420
	Abbey Life
	10,799,420

	Sun Life Financial
	7,256,301
	Sun Life Canada UK
	7,256,301

	Aegon NV
	7,212,337
	Guard Linked Life
	1,077,993

	
	
	Guard Pensions Mgt
	160,165

	
	
	Guardian Assurance
	5,974,179

	Banco Santander
	7,170,302
	Scottish Provident
	7,170,302

	Barclays plc
	5,406,999
	Barclays Life
	5,406,999

	JP Morgan Chase
	1,790,394
	Save & Prosper Ins
	427,980

	
	
	Save & Prosper Pensions
	1,362,414

	Chesnara
	772,430
	City of Westminster Ass Co
	772,430

	S-E Banken
	417,927
	SEB Trygg Life
	417,927

	Swiss RE
	330,924
	Reassure UK Life
	330,924

	Hearts of Oak
	316,188
	Hearts of Oak*
	316,188

	Scot Legal Life
	189,777
	Scot Legal Life*
	189,777

	Reliance Mutual
	123,186
	Eurolife Ass
	123,186

	London Aberdeen
	43,235
	London Aberdeen**
	43,235

	UIA Ins Ltd
	38,324
	UIA Ins Ltd
	38,324

	Rational Shelley
	18,538
	Rational Shelley*
	18,538

	Zurich Financial Services
	6,868
	Eagle Star Ins
	6,868

	Domestic & General
	4,769
	Domestic & Gen Life
	4,769

	Royal Artillery Widows
	4,283
	Royal Artillery Widows**
	4,283

	Mastcraft
	1,343
	Transatlantic Life
	1,343

	Firstrand Ltd
	594
	Momentum Group Ltd†
	594

	Global Re
	455
	Global Gen & RE
	455

	Sagicor Financial
	n.a.
	Capital Life†
	n.a.

	In liquidation
	n.a.
	Oaklife
	n.a.

	Total assets £'000
	100,125,260
	 
	138,670,948

	Number of groups/firms
	27
	48
	 

	Closed firms that have been transferred since 31.12.04
	 
	 
	 

	Ultimate Holding Company
	Long-term fund assets of closed firms in group (£'000)
31 Dec 2004
	Firm
	Long-term fund assets (£'000)
 31 December 2004

	Aviva plc
	27,996
	CGU Ins
	4,906

	
	
	Fidelity Life 
	3,764

	
	
	Northern Ass
	0

	
	
	TPFL Ltd
	18,645

	
	
	Yorkshire Ins
	681

	Zurich Financial Services
	1,285
	City of London
	1,285

	Total assets £'000
	29,281
	 
	29,281

	Number of groups/firms
	2
	6
	 

	Firms that were closed at 31.12.2004
	28
	54
	138,700,229

	* Friendly society   ** Other mutual
	† UK branch (to which figures relate) is closed 


Table A3

Acquisitions by closed firm consolidators

	Consolidator Firm
	Date
	Insurer: then name
	Closed?
	Then ultimate holding company
	Insurer: new name, if any
	Price, %EV
	Em-bedded value
	Notes

	Century Group Limited
	31-Dec-94
	Prosperity Life Assurance Limited
	C
	Prosperity Financial Services Ltd
	
	
	
	T'fd to Century Life Plc on 3.4.95

	
	05-Jan-98
	Black Sea and Baltic Insurance Co Ltd
	C
	Ingosstrakh Insurance
	
	
	
	Acquired by reassurance, T'fd to Century Life plc

	
	08-Feb-00
	Old Mutual Life Assurance Co Ltd
	C
	Old Mutual plc
	 
	£11.25m
	
	T'fd to Century Life Plc on 30.6.00 backdated with effect from 1.4.00

	
	17-Apr-00
	Hiscox Life Insurance Co Ltd
	C
	Hiscox plc
	 
	
	
	 

	
	19-Jun-00
	Growth and Secured Life Assurance Society Ltd
	C
	Growth and Secured Life Assurance Society Ltd
	 
	
	
	T'fd to Century Life Plc on 30.6.00

	
	31-Dec-03
	National Australia Life Company Ltd
	C
	National Australia Bank Ltd
	Century Life Assurance Company Ltd
	
	
	5.1.04 Renamed Century Life Assurance Company Ltd, t'fd 29.3.04

	Life Assurance Holding Corporation Ltd
	14-Feb-95
	Crown Life Assurance Co Ltd
	O
	Crown Financial Management Ltd
	
	
	
	T'fd to Windsor Life on 31.12.95

	
	
	Crown Life Pensions Ltd
	O
	
	
	
	
	T'fd to Windsor Life on 31.12.95



	
	15-Mar-96
	Lifetime Assurance Co Ltd (UK Branch)
	C
	Bank of Ireland
	
	£66m
	
	 

	
	30-Nov-96
	Combined Life Assurance Co Ltd
	O
	Aon Corporation
	
	
	
	Acquisition did not include creditor protection life insurance

	
	30-Nov-98
	GAN Life & Pensions plc
	C
	SC du Gan
	GL&P plc
	
	
	T'fd to Windsor Life

	
	
	Aegon Life Assurance Co Ltd
	C
	Aegon NV
	Alac (UK) Ltd
	
	
	T'fd to Windsor Life

	
	
	Transamerica Occidental Co
	C
	Transamerica Corporation
	
	
	
	T'fd to Windsor Life

	Resolution Life Group
	Jul-04
	Royal & SunAlliance Life & Pensions Ltd
	C
	Royal & SunAlliance Insurance Holdings plc 
	Phoenix Life & Pensions Ltd
	£850m, 65%
	£1300m est
	 

	
	
	SunAlliance & London Assurance Co Ltd
	C
	
	Phoenix & London Assurance Co Ltd
	
	
	 

	
	
	Royal & SunAlliance Linked Insurances Ltd
	C
	
	
	
	
	 

	
	
	Phoenix Assurance plc
	C
	
	
	
	
	 

	
	
	Bradford Insurance Co Ltd
	C
	
	
	
	
	 

	
	Dec-04
	Swiss Life UK
	C
	Swiss Life Holding
	Swiss Life UK
	£205m, 79%
	£260m
	 

	Britannic Group plc (now Resolution Plc)
	Dec-04
	Allianz Cornhill Insurance plc
	C
	Allianz AG
	
	£110m, 72%
	£152m
	 

	
	Apr-05
	Century Life
	C
	Century Group
	
	£44m, 69%
	£64m
	 

	
	2005
	Life firms in Resolution Life Group
	C
	Resolution Life Group
	 
	
	
	Reverse takeover

	Swiss Reinsurance Co
	01-Jan-98
	Mercantile and General Re, The
	C
	 
	
	£1704m
	
	T'fd to Swiss Re Life and Health

	
	Oct-03
	Zurich Life Assurance Co Ltd
	C
	Zurich Financial Services
	Reassure UK Life Assurance Co Ltd
	$240m
	
	Sold to Swiss Re GB plc

	
	24-Aug-04
	Windsor Life
	O
	Life Assurance Holding Corporation
	 
	£333m, 90%
	£371m est
	 

	Reliance Mutual Insurance Society
	29-Jun-04
	Criterion Life Assurance Ltd
	O
	VHV
	Non-transferred business re-named IntegraLife UK
	
	
	Only part of business acquired

	
	30-Sep-04
	Family Assurance Friendly Society Limited
	O
	Family Assurance Friendly Society Limited
	
	
	
	Acquired part of the business, mainly that originally written by Time Assurance and Templeton Life

	Pearl Group (original name: Life Company Investor Group)
	Dec-04
	London Life
	C
	HHG plc
	
	£1025m, 74%
	£1380m est
	 

	
	
	London Life Linked Assurance
	C
	
	
	
	
	 

	
	
	National Provident Life
	C
	
	
	
	
	 

	
	
	NPI Ltd
	C
	
	
	
	
	 

	
	
	Pearl Assurance plc
	C
	
	
	
	
	 

	
	
	Pearl Unit Funds Ltd
	C
	
	
	
	
	 

	
	
	Pearl Unit Linked Pensions Ltd
	C
	
	
	
	
	 

	Chesnara plc
	25-May-04
	Countrywide Assured plc
	O
	Countrywide Assured Group plc
	
	
	
	Chesnara formed to become new holding co of Countrywide Assured Group plc companies

	
	2005
	City of Westminster Assurance Co
	C
	Irish Life & Permanent
	
	£47.4m
	
	 


A4

Comparison of open and closed firms
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Note: the new business proportion of closed firms takes into account the new business done by firms in the year that they closed (firms are classified as closed if they were closed at the year-end). 
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Table A5

Indicators of open and closed firms at 2004 from realistic balance sheets

	Indicator
	Open
	Closed
	t-value
	p-value

	Assets
	£14.892b
	£4.744b
	-2,3481
	0.0122

	Realistic solvency ratio
	
	
	
	

	weighted
	8.39%
	2.81%
	
	

	unweighted
	13.68%
	2.93%
	-4.1623
	0.0001

	Guarantees and options reserve ratio
	
	
	
	

	weighted
	7.69%
	10.39%
	
	

	unweighted
	10.01%
	11.01%
	0.5631
	0.7122

	Enhancements to WPBR ratio
	
	
	
	

	weighted
	0.74%
	0.48%
	
	

	unweighted
	0.93%
	0.89%
	-0.0775
	0.4693

	Planned deductions from WPBR ratio
	
	
	
	

	weighted
	3.66%
	2.28%
	
	

	unweighted
	3.12%
	2.06%
	-1.1224
	0.2691

	
	
	
	
	(2-tail)

	Non-contractual commitments ratio
	
	
	
	

	weighted
	0.60%
	0.17%
	
	

	unweighted
	0.74%
	0.16%
	-1.6386
	0.0550

	Smoothing costs ratio
	
	
	
	

	weighted
	0.46%
	0.23%
	
	

	unweighted
	0.13%
	0.21%
	0.2714
	0.6059

	Risk level ratio
	
	
	
	

	weighted
	3.04%
	2.86%
	
	

	unweighted
	4.16%
	2.35%
	-2.6282
	0.0063


A6

Comparison of closers, open firms and matches
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A7

Results of probit regression

(1)
Regression of closers and all open firms

	Probit regression
	Number of obs
	=
	1399

	
	Wald chi2 (17)
	=
	56.03

	
	Prob > chi2
	=
	0.0000

	Log pseudolikelihood = -212.65027
	Pseudo R2
	=
	0.1074


	Closer
	Coef.
	Robust Std. Err.
	z
	P>|z|
	[95% Conf. Interval]

	Chftse
	
	
	
	
	
	

	L2.
	-.3043665
	.6209609
	-0.49
	0.624
	-1.521427
	.9126944

	L3.
	-.0548314
	.627372
	-0.09
	0.930
	-1.284458
	1.174795

	L4.
	.8566417
	.8661867
	0.99
	0.323
	-.841053
	2.554336

	bond
	
	
	
	
	
	

	D2.
	.3286891
	.2102543
	1.56
	0.118
	-.0834018
	.7407799

	D3.
	-.198964
	.1838062
	-1.08
	0.279
	-.5592175
	.1612895

	D4.
	.0209344
	.0563603
	0.37
	0.710
	-.0895299
	.131398

	wpbond
	
	
	
	
	
	

	L2.
	-.0044355
	.1249146
	-0.04
	0.972
	-.2492637
	.2403927

	L3.
	-.2083669
	.0831584
	-2.51
	0.012
	-.3713543
	-.0453794

	size
	
	
	
	
	
	

	L2.
	.0017985
	.0295368
	0.06
	0.951
	-.0560925
	.0596895

	dsize
	
	
	
	
	
	

	L1.
	.233588
	.1622331
	1.44
	0.150
	-.0843829
	.551559

	mutual
	
	
	
	
	
	

	L2.
	-.3989561
	.1883532
	-2.12
	0.034
	-.7681216
	-.0297905

	solvency
	
	
	
	
	
	

	L2.
	-1.164011
	.5274204
	-2.21
	0.027
	-2.197736
	-.1302857

	linked
	
	
	
	
	
	

	L2.
	-1.055254
	.5595413
	-1.89
	0.059
	-2.151935
	.0414269

	nb
	
	
	
	
	
	

	L2.
	-1.103175
	.254406
	-4.34
	0.000
	-1.601801
	-.6045482

	acqcost
	
	
	
	
	
	

	L2.
	-.0147706
	.0174584
	-0.85
	0.398
	-.0489885
	.0194472

	mainexp
	
	
	
	
	
	

	L2.
	.0677383
	.0454585
	1.49
	0.136
	-.0213587
	.1568352

	rplifenb
	
	
	
	
	
	

	L2.
	.1571535
	.1865024
	0.84
	0.399
	-.2083845
	.5226915

	_cons
	-.1947017
	.7618673
	-0.26
	0.798
	-1.687934
	1.298531


(2)
Regression of closers and matches

	Probit regression
	Number of obs
	=
	226

	
	Wald chi2 (16)
	=
	46.55

	
	Prob > chi2
	=
	0.0001

	Log pseudolikelihood = -102.98738
	Pseudo R2
	=
	0.1931


	Closer
	Coef.
	Robust Std. Err.
	z
	P>|z|
	[95% Conf. Interval]

	chftse
	
	
	
	
	
	

	L2.
	1.48347
	1.04505
	1.42
	0.156
	-.5647912
	3.531731

	L3.
	.3692334
	1.045527
	0.35
	0.724
	-1.679963
	2.41843

	L4.
	-.6115333
	1.131149
	-0.54
	0.589
	-2.828544
	1.605478

	bond
	
	
	
	
	
	

	D2.
	-.2469039
	.3522127
	-0.70
	0.483
	-.9372281
	.4434203

	D3.
	.4167573
	.3181561
	1.31
	0.190
	-.2068172
	1.040332

	D4.
	-.1657131
	.0993355
	-1.67
	0.095
	-.360407
	.0289808

	wpbond
	
	
	
	
	
	

	L2.
	.2517166
	.2588099
	0.97
	0.331
	-.2555415
	.7589748

	L3.
	-.5190488
	.1958471
	-2.65
	0.008
	-.9029021
	-.1351955

	dsize
	
	
	
	
	
	

	L1.
	.6731123
	.3377225
	1.99
	0.046
	.0111883
	1.335036

	mutual
	
	
	
	
	
	

	L2.
	-1.062281
	.3137914
	-3.39
	0.001
	-1.677301
	-.4472609

	solvency
	
	
	
	
	
	

	L2.
	-2.5239
	.953396
	-2.65
	0.008
	-4.392522
	-.6552787

	linked
	
	
	
	
	
	

	L2.
	-1.787374
	1.024321
	-1.74
	0.081
	-3.795006
	.2202585

	nb
	
	
	
	
	
	

	L2.
	-1.49174
	.4476221
	-3.33
	0.001
	-2.369063
	-.6144171

	acqcost
	
	
	
	
	
	

	L2.
	.2038944
	.104086
	1.96
	0.050
	-.0001104
	.4078992

	mainexp
	
	
	
	
	
	

	L2.
	.7731111
	.3141113
	2.46
	0.014
	.1574643
	1.388758

	rplifenb
	
	
	
	
	
	

	L2.
	.1483302
	.3239668
	0.46
	0.647
	-.4866331
	.7832934

	_cons
	1.716815
	1.046781
	1.64
	0.101
	-.3348382
	3.768468


A8

Pre- and post-closure performance
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0%

2%

4%

6%

8%

t-3t-2t-1tt+1t+2t+3

Year (t = closure)

Early terminaion 

ratio Closers

Matches


[image: image35.emf]Maintenance expense ratio
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The following charts relate to some recent closers.
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A9
Definitions of variables

These are from firms’ FSA Returns and, in certain cases summary measures as defined in Standard & Poor’s SynThesys.

· Long-term fund assets = form 13 line 99 long-term

· Premiums = form 40 line 11 OB + IB

· Admissible assets = form 13 line 91 long term

· Liabilities = form 14 lines 49+59

· Solvency ratio = Admissible assets/Liabilities – 1

· Linked assets = form 13 lines 58+59 long-term

· Assets: propn linked: Linked assets/Admissible assets

· Equity non-linked assets = form 48 line 16 col 1 OB +IB

· Non-linked assets = form 48 line 29 col 1 OB+IB

· Equity propn non-linked assets: Equity non-linked assets/Non-linked assets

· Form 58 liabilities = form 58 line 21 OB+IB

· Linked propn = Linked assets/Admissible assets

· With-profits liabilities = (form 51 lines 1+6-11+17+22-27+33+38-43+49+54-59) col 12 for each of UK OB+IB, OS OB+IB))+(form 58 line 17 OB+IB)

· Liabilities: with-profits proportion = With-profits liabilities/Form 58 liabilities

· Acquisition costs = form 41 lines 41+43 OB+IB

· Global NBAPE = S&P R06 Global OB line 9 +S&P R06 UK IB line 5

· Acquisition cost ratio: Acquisition costs/Global NBAPE

· Renewal expenses = form 41 line 44 OB+IB

· EBAPE = 41 line 29 + (form 41 line 19)/10 OB+IB

· Renewal expense ratio: Renewal expenses/EBAPE

· Early terminations = S&P R11 UK LNL L8+L9

· Average in-force annual premium = S&P R11 UK LNL (L1+L13)/2

· Early termination ratio = Early terminations/Average in-force annual premium

· Regular premium life UK NBAPE = S&P R06 UK OB L5 + S&P R06 UK IB L5

· UK new business APE = S&P R06 UK OB L9 + S&P R06 UK IB L5

· Regular premium life propn of new business APE = regular premium life UK 

· APE/UK new business APE 

· With-profits UK new business APE = S&P R06 UK OB L10+L11

· With-profits propn of new business APE = with-profits UK new business APE/UK new business APE
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