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24 November 2020 
 
Dear Directors, 

I refer to my Independent Actuary Report (“Report”) of 11 August 2020 on the transfer of the Inora Life 
DAC (“Inora”) portfolio to Monument Life Insurance DAC (“MLIDAC”) (collectively referred to as “the 
Companies”). I understand that the Companies are submitting final papers to the Court ahead of the 
final Court hearing (to be held on 15 December 2020) to receive formal sanction for the portfolio 
transfer to proceed. The proposed effective date is 31 December 2020 (the “Effective Date”).  

As highlighted in Section 2.1.7 of my Report, the Companies have requested that I prepare and issue 
a Supplementary Letter (“Letter”) containing an update on any developments that may have occurred 
in the period between the Directions Hearing (which was held on 8 September 2020) and the formal 
order sanctioning the portfolio transfer to proceed. It is on that basis that I have been asked to prepare 
this Letter. I note that this Letter will be presented to the Court ahead of the final hearing. 

In preparation of this Letter, I discussed with the Companies a number of matters, focusing particularly  
on the key assumptions identified in Section 2.1.4 of my Report. 

▪ Update on the key assumptions identified in Section 2.1.4 of my Report: Whilst the majority of these 
assumptions remain valid and are appropriate, the external environment has continued to evolve 
since the date of my Report and some additional considerations are necessary at this time. I have 
considered such items explicitly, as separate points below. 

▪ Any issues identified as part of the Directions Hearing: There were no issues identified.  
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▪ Business performance in the period: I have been provided with the financial information at 
30 September 2020 for the Companies. I note that the updated financial position is generally in line 
with that outlined in my Report and there are no material points arising since the date of my Report. 
The financial information includes initial impacts relating to the COVID-19 pandemic and the 
associated market turbulence noted in mid-March 2020. I note that since then financial markets 
have stabilised materially. There have also been some movements as a result of the addition of 
various portfolios and their associated costs and profits. I have had sight of the solvency position 
of both firms as at 30 September 2020 and there are no emerging issues. I have also had sight of 
the pro-forma results for MLIDAC post-transfer (prepared as at 30 September 2020) and I have 
included the information below. 

▪ Confirmation that the various portfolio transfers have been completed: As noted in my Report, other 
transactions were scheduled to take place in advance of the transfer, with these resulting in other 
portfolios of business migrated to MLIDAC. These included the transfer of business from Monument 
Re Group’s other Irish entities, Monument Assurance DAC (“Monument Trinity B DAC”) and 
Monument Insurance DAC (“Monument Trinity A DAC”), the transfer of a portfolio of annuities from 
Rothesay Life (“Project Boris”) and the transfer of the portfolio of International Portfolio Bond 
policies (“Project Puma”) from Zurich Life Assurance plc. The former two transfers have completed 
successfully (with effective dates of 30 June 2020 and 7 September 2020, respectively) as 
discussed in my Report. I note the Project Puma was approved in Court on 17 November 2020 
and will be finalised on 30 November 2020.  

▪ Review of the final consideration agreed between MLIDAC and Inora: I have been informed that 
MLIDAC has proposed to Inora that the consideration be equal to the value of Technical Provisions 
on the date of the transfer plus an additional consideration agreed by the respective Companies. 
The Companies have proposed that the final consideration be agreed at the date of transfer based 
on the updated valuation of the portfolio. The proforma figures below reflect the likely estimate. 

▪ Progress on the inclusion of Project Boris and Project Puma policies in the intra-group reinsurance 
arrangement that MLIDAC has with Monument Re Ltd and status of the project to include Inora 
policies post transfer: The Project CARP treaty was amended and restated so as to incorporate 
the Inora and Project Puma policies. Commercial and legal negotiations were concluded with the 
reinsurance treaty being approved by the Board on 13 October 2020 and the Deed of Amendment 
and Restatement being executed on 15 October 2020. I have had sight of the executed agreement. 
I note that the reinsurance cover that will be provided is consistent with the cover currently being 
provided to the existing portfolios. This will be a 90% quota share intra-group reinsurance 
arrangement with Monument Re Ltd effective on the portfolio transfer date. There are no issues to 
note. 

▪ Confirmation that the overall capital strength of MLIDAC will be sufficient post transfer in terms of 
meeting internal capital targets based on the most up to date financial information: I have had 
discussions with MLIDAC management about the current intra-group reinsurance buffer of €5.4m, 
which is included in the target solvency ratio. Based on their latest analysis, MLIDAC management 
are proposing to increase the buffer level from €5.4m to €6.7m. This proposal has been shared 
with me and will be presented to the Board on 30 November 2020. This proposal is based on the 
latest stress and scenario testing and will enable MLIDAC to meet 100% of the minimum capital 
requirement in the event of Monument Re Ltd default. There are no issues to note. 

▪ Review that policy administration and fund administration has been migrated successfully and is 
operating in line with business as usual requirements: I have been informed that the migration of 
the policy administration services from DST International Managed Services Limited (“DST”) to 
Equiniti Group plc (“Equiniti”) is complete. The Equiniti policy administration services took effect 
from 10 August 2020 and there were no changes made to the scope of services provided.  

Similarly, Inora’s fund administration and finance services (preparation of the management 
accounts and aspects of the statutory accounts) which were provided by DST were migrated 
successfully to Monument Insurance Ireland Limited, effective from 31 August 2020.  
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▪ Progress on the ORSA: I have been provided with an “out of cycle” Own Risk and Solvency 
Assessment (“ORSA”) prepared by MLIDAC (i.e. one prepared outside of MLIDAC’s normal ORSA 
reporting cycle) for the Central Bank of Ireland (“CBI”), as a support for their Class VI licence 
application. I have been informed that the production of the full 2020 ORSA report is still underway 
and that the report will be largely aligned with the out of cycle report. This report will be presented 
to the Board on 30 November 2020.  

Additionally, as part of the year-end process, certain assumption updates have been presented to 
and accepted by the MLIDAC Audit Committee at the time of writing this Letter. These updates 
have a positive impact on Own Funds. However, the proposed assumptions in respect of future 
maintenance costs have not been finalised and it is unclear what the impact of these assumption 
changes will be on Own Funds. Based on initial analysis prepared by MLIDAC management, I note 
that maintenance costs would need to increase by a significant amount for the pro-forma solvency 
ratio to fall below the solvency buffer. I understand that the Board will be reviewing the Capital 
Management and Dividend Policy, which requires an action plan to be determined in the event of 
the MLIDAC’s solvency falling below the target range, at its meeting on 30 November 2020. While 
I note the uncertainty, given the scale of increase required to cause a potential issue and when 
aligned with the Capital Management and Dividend Policy, I am comfortable that policyholders’ 
interests are not materially impacted by the potential risk of higher maintenance costs reflected in 
the year end Solvency II figures.  

▪ Progress on notification and consent from key service providers in relation to the portfolio transfer: 
I have been provided with copies of the notification letters that were sent out to key service 
providers of Inora informing them of the portfolio transfer. Legal comment was provided in this 
regard. In the case of the Italian distribution agreements (the “Italian Agreements”), I note that 
express consent was sought to transfer the relevant agreement in circumstances where the Italian 
Agreements contain language which appears to prohibit any transfer. Inora is continuing to follow 
up with those Italian distributors who have not yet responded. Inora will be seeking an order to 
transfer all the Italian Agreements unless a request to terminate is received and MLIDAC will 
continue to pay any commission due under any in-force Italian Agreements following the scheme 
effective date. Deemed consent language was used for other suppliers to address a potential 
situation where express consent was not forthcoming and in such as case the contract would still 
transfer, subject to the Court granting the relevant order.  

▪ Policyholder communications: I was provided with a copy of the policyholder communications as 
part of my Report and I have no new issues to note in respect of these communications. I have 
been informed of the correspondence that certain policyholders have had with Inora arising from 
these communications. I note that the queries raised by policyholders have been addressed by 
MLIDAC.  

I have had discussions with the Companies on all of these matters, have reviewed updated information 
in relation to them. I have no new issues or concerns to note in terms of the assumptions that I made 
in relation to these matters in my Report, how they have developed or indeed have been resolved. 

As noted above, the updated 30 September 2020 analysis is set out in Table 1 overleaf. This shows 
the actual information for the Companies pre-transfer and a proforma view of the MLIDAC position 
post-transfer at 30 September 2020. 
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Table 1: MLIDAC Pro-forma Solvency Position as at 30 September 2020 (€m)  

  
Inora – 

pre- transfer 
MLIDAC – pre- 

transfer 

MLIDAC – pre -
transfer but 
post Puma 

MLIDAC – post 
transfer (Net)* 

Own Funds 12.9 30.9 33.1 32.5 

Solvency Capital Requirement 2.8 16.6 17.6 17.5 

Minimum Capital Requirement 3.7 3.7 3.7 3.7 

Excess of Own Funds over 
Solvency Capital Requirement 

9.2 14.3 15.5 15.0 

Solvency Coverage Ratio 349.5% 186.6% 188.4% 185.4% 

Note: MLIDAC’s results are pro-forma results prepared by MLIDAC management.  

* These reflect the net positions after implementation of the intragroup reinsurance arrangement. 

Overall, my findings remain unchanged based on this updated financial information - detailed 

commentary is contained in my Report. However, as noted above, maintenance costs assumption 

changes are being proposed as part of the year-end process and at this stage it is unclear what the 

impact of these will be on Own Funds. 

The out of cycle ORSA provided to the CBI indicates that, post transfer, MLIDAC will maintain a 
positive solvency coverage ratio even under adverse scenarios. There were no new findings arising 
from this ORSA process that were not highlighted in prior period ORSA reports. This continues to give 
comfort over the robustness and financial stability of MLIDAC and I have no material issues to note. 

In terms of the risk profile, Inora policyholders will be exposed to certain different risks than they are 
currently exposed to. There will be some exposure to non-life risks that form part of MLIDAC’s balance 
sheet as a result of the transfer of Monument Insurance DAC business. However, these non-life risks 
are not material, are well understood by MLIDAC and are anticipated to run-off quite quickly. 
Furthermore, there are regulatory capital buffers and risk management processes in place to manage 
these risks - including requirements for composite insurance companies to maintain separate capital 
to meet the minimum capital requirements for their life and non-life portfolios. I am comfortable that 
this transfer does not materially impact the financial security of the Inora policyholders. MLIDAC’s risk 
profile does not change as Inora is consolidated onto the MLIDAC balance sheet as a subsidiary. 

As highlighted in my Report, Inora will have no policyholders post-transfer and will be liquidated. There 
will remain sufficient assets in Inora post the Scheme to enable any residual liabilities to be settled 
and solvency requirements to be met prior to Inora surrendering its licence to the CBI in advance of 
its liquidation. 

In conclusion, I note that the conclusions set down in my Report remain valid i.e. that having 
considered the impact of the Scheme on both the transferring policyholders of Inora and the existing 
policyholders of MLIDAC, it is my opinion that: 

▪ The transfer will not have a material adverse effect on the security of benefits for any of the 
policyholders involved; and 

▪ The transfer will not have a material adverse effect on the reasonable benefit expectations of any 
of the policyholders involved.  

I understand that this Letter will be provided to the Court ahead of the final hearing. I note that it will 
now be placed on the website of the Companies as part of the overall communication process for the 
portfolio transfer and I am comfortable with that. 
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Yours faithfully, 

 

          24 November 2020 
______________________________     ___________________ 

Brian Morrissey, FSAI        Date  

Independent Actuary 

KPMG in Ireland 

 

 


