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Summary of the IA’s Scheme Report 

Proposed transfer of insurance business from AIU to LMIE 

1. The Proposed Transfer 

Having carried out a strategic review with its 
subsidiaries during 2018/19, AmTrust Financial Services 
Incorporated (AmTrust Group) started a sale process of 
its international surety businesses. This sale includes 
the surety business carried out through the Dutch and 
Belgian branches of AmTrust International Underwriters 
DAC (AIU), AIU’s surety insurance intermediary 
subsidiary Nationale Waarborg B.V. and Nationale Borg 
Reinsurance N.V.(NBRe) an AmTrust Group 
reinsurance company based in Curaçao. 

Liberty Mutual Insurance Group (Liberty Group) has 
been chosen as the buyer of the Dutch and Belgian 
surety business, via its subsidiaries Liberty Mutual 
Insurance Europe SE (LMIE) and Liberty Mutual Surety 
Europe BV (LMSE). LMIE will acquire the insurance 
underwriting risk and LMSE will administer the surety 
business.   

The sale was concluded on 2 October 2019 (the 
International Closing Date).   

Proposed Transfer: it is proposed that AIU’s surety 
business will transfer from AIU to LMIE pursuant to 
Section 13 of the Assurance Companies Act 1909. 

On the International Closing Date, AIU entered into 
reinsurance agreements with LMIE in respect of its 
direct surety insurance business, ceding 100% of its 
existing Dutch and Belgian surety business (net of 
external reinsurance), so that AIU retains no liabilities 
net of reinsurance.   

Following the International Closing Date, AIU continues 
to: 

• Write and renew Dutch and Belgian surety 
business until the transfer has been completed, 
ceding 100% of this new business under the 
reinsurance agreements mentioned above.   

• Retrocede 100% of its inwards reinsurance surety 
business to NBRe until the transfer has been 
completed, so that AIU continues to retain no 
liabilities net of this retrocession. 

The transferring business of AIU, net of external 
reinsurance and before the 100% reinsurance to LMIE, 
represent 6% of AIU’s reserves and less than 1% of 
LMIE’s reserves as at 30 June 2019. 

2. My role as Independent Actuary 

AIU and LMIE have jointly appointed me to act as the 
Independent Actuary (IA) for the Proposed Transfer.  
The Central Bank of Ireland (CBI) has been notified of 
my appointment. 

As IA, my overall role is to assess whether: 

• The security provided to policyholders of AIU and 
LMIE will be materially adversely affected by the 
implementation of the Proposed Transfer. 

• The Proposed Transfer will have any adverse 
impact on service standards experienced by 
policyholders. 

• Any reinsurer of AIU covering the transferring 
business will be materially adversely affected. Note 
that an assessment of the impact on AIU’s 
reinsurers is not strictly required under Section 13 
of the Assurance Companies Act 1909. However, I 
have included this assessment for consistency with 
the two Part VII transfers planned by AmTrust 
Group in the UK, and for which such an 
assessment is required by the UK Prudential 
Regulation Authority (PRA). 
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3. Summary of my conclusions 

To assess the Proposed Transfer, I have considered the 
effect of the Proposed Transfer from the perspective of 
the following four parties: 

A. “Non-transferring Policyholders”, ie AIU 
policyholders who will remain with AIU after the 
Proposed Transfer: I have concluded that the security 
provided to Non-transferring Policyholders will not be 
materially adversely affected by the Proposed Transfer 
and that no material impact on service standards is 
expected for Non-transferring Policyholders following 
the Proposed Transfer. 

B. “Transferring Policyholders”, ie AIU 
policyholders who will transfer from AIU to LMIE as 
a result of the Proposed Transfer: I have that 
concluded that the security provided to Transferring 
Policyholders will not be materially adversely affected by 
the Proposed Transfer and that no material impact on 
service standards is expected for Transferring 
Policyholders following the Proposed Transfer. 

C. LMIE Policyholders, ie existing LMIE 
policyholders who will remain with LMIE after the 
Proposed Transfer: I have concluded that the security 
provided to LMIE Policyholders will not be materially 
adversely affected by the Proposed Transfer and that no 
material impact on service standards is expected for 
LMIE Policyholders following the Proposed Transfer. 

D. Reinsurers, whose contracts with AIU will 
transfer to LMIE: I have concluded that reinsurers of 
AIU, that provide cover for the transferring direct surety 
insurance business, and NBRe, who provide 
reinsurance cover for the transferring inwards 
reinsurance surety business, will not be materially 
affected by the Proposed Transfer.   

I have outlined the main reasons why I have formed 
these opinions later in this Summary Report.   

4. About the Independent Actuary 

I am a Fellow of the Society of Actuaries in 
Ireland (FSAI).  I am a Partner in LCP’s Insurance 
Consulting practice LCP and have 30 years’ industry 
experience, 25 of which are in general insurance. 

5. The IA’s Scheme Report 

This is a summary of the IA’s full Scheme Report, 
“Scheme Report of the Independent Actuary on the 
proposed transfer of insurance business from AmTrust 
International Underwriters Designated Activity Company 
to Liberty Mutual Insurance Europe SE in accordance 
with Section 13 of the Assurance Companies Act 1909”. 

A copy of the full Scheme Report is available for 
download free of charge from the website of AIU or by 
contacting AIU. 

I will also prepare a Supplementary Report ahead of the 
Sanctions Hearing for the Proposed Transfer.  The 
purpose of the Supplementary Report is to confirm 
and/or update the conclusions of the Scheme Report, 
based on any material new developments in the 
intervening period. 

6. Non-transferring Policyholders 

I have concluded that the security provided to Non-
transferring Policyholders will not be materially 
adversely affected by the Proposed Transfer.   

Rationale: 

• The transferring provisions are relatively small 
compared to the non-transferring provisions and so 
the Proposed Transfer will have a limited impact.  

• AIU has confirmed that the future reserving 
process and governance for AIU will be materially 
unchanged post-transfer. 

• The SCR coverage of AIU is materially the same 
pre- and post-transfer. 

I have concluded that no material impact on service 
standards to Non-transferring Policyholders 
following the Proposed Transfer. 

Rationale: 

• AIU is not planning any material changes to how 
the non-transferring business is carried out.   

• There are no plans to change how policyholders 
are serviced. 
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7. Transferring Policyholders 

I have concluded that the security provided to 
Transferring Policyholders will not be materially 
adversely affected by the Proposed Transfer.   

Rationale: 

• LMIE has appropriate governance around its 
reserving process.   

• AIU and LMIE use similar reserving techniques to 
calculate booked provisions for direct insurance 
surety business and use similar assumptions.  

• The level of solvency coverage provided within 
LMIE will be similar to that within AIU.   

• The Solvency II prudential regulation framework 
will continue to apply to the transferring business 
post-transfer. Solvency II covers the prudential 
regulation of insurers, including risk management 
and capital requirements.  

I have concluded that no material impact on service 
standards is expected for Transferring 
Policyholders following the Proposed Transfer. 

Rationale: 

• LMIE is planning to minimise any changes in how 
the transferring business is carried out, to avoid 
disruption to its operating model or its customers. 

• No changes in prudential regulation or conduct 
regulation are expected for Transferring 
Policyholders following the Proposed Transfer. 

8. LMIE Policyholders 

I have concluded that the security provided to LMIE 
policyholders will not be materially adversely 
affected by the Proposed Transfer. 

Rationale:  

• The transferring provisions are relatively small 
compared to the existing LMIE provisions and so 
the Proposed Transfer will have a limited impact.  

• LMIE has confirmed that the future reserving 
process and governance for LMIE will be 
materially unchanged post-transfer.  

• The SCR coverage of LMIE is materially the same 
pre- and post-transfer. 

I have concluded that no material impact on service 
standards is expected for LMIE policyholders 
following the Proposed Transfer.   

Rationale:  

• LMIE is not planning any material changes to how 
the business is carried out.  

• There are no plans to change how LMIE 
policyholders are serviced. 

9. Reinsurers 

I have concluded that reinsurers of AIU that provide 
cover for the transferring direct surety insurance 
business will not be materially affected by the 
Proposed Transfer. 

Rationale: 

• Exposure to claims faced by AIU’s reinsurers who 
provide cover for the transferring direct surety 
business will not change following the Proposed 
Transfer. 

• Reinsurers will continue to be required to pay out 
the same claim amounts in respect of the same 
events as before the Proposed Transfer. 

I have concluded that NBRe, who provide 
reinsurance cover for the transferring inwards 
reinsurance surety business, will not be materially 
affected by the Proposed Transfer. 

Rationale: 

• Exposure to claims faced by NBRe who provide 
cover for the transferring inwards reinsurance 
surety business will not change following the 
Proposed Transfer. 

• NBRe will continue to be required to pay out the 
same claim amounts in respect of the same events 
as before the Proposed Transfer. 
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10. Further information and next steps 

Further details on my conclusions, and other supporting 
information, are set out in my full Scheme Report. 

I will be reviewing these conclusions and preparing a 
Supplementary Report before the Court considers its 
final approval of the Proposed Transfer at the Sanctions 
Hearing.  The purpose of the Supplementary Report is 
to confirm and/or update my conclusions, based on any 
material new developments in the intervening period. 

Declan Lavelle 
Fellow of the Society of Actuaries in Ireland 

23 October 2019 
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