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Introduction 

An Approved Actuary’s Report (“Report”) has been prepared such that the Supreme Court of Bermuda (“the 
Bermuda Court”), the Bermuda Monetary Authority (“BMA”), the Insurance Control Commission (“ICC”), the 
policyholders and other affected parties may properly assess the impact of the proposed transfer of insurance 
business (the “Scheme”). The Scheme formally deals with the transfer of certain business of Allianz Life Bermuda 
Limited (“AZLBR”) to Allianz SNA sal (“AZSNA”). 

AZLBR is a Bermuda-based life insurance company, licensed by the BMA. AZLBR is closed to new business and it is 
the intention of the Directors and the Shareholder to hand back its insurance licence to the BMA and liquidate the 
company as soon as is practical.   

AZSNA is incorporated in Lebanon and registered at the Commercial Court in Beirut under No. 12461 and regulated 
by the ICC at the Ministry of Economy and Commerce. Both entities are subsidiaries of Allianz Group. The Allianz 
Group is a global financial services provider with services predominantly in the insurance and asset management 
business. Allianz SE, the parent company, is headquartered in Munich, Germany. It is highly rated with an AA rating 
from S&P, Aa3 from Moody’s, and A+ from AM Best. It is well capitalised with €80bn of shareholder’s equity on a 
IFRS basis.  

This Summary Report describes the Scheme and considers the potential impacts and benefits on all affected 
policyholders (of AZLBR and AZSNA – collectively referred to as the Scheme Companies), including the security of 
their policies and the levels of service that policyholders should expect to receive after the transfer. This summary 
report is a summary of the Report. The full Report is available for download from the AZLBR and AZSNA websites 
and can be viewed on request at the offices of AZLBR and AZSNA.  

The proposed transfer of insurance business from one entity to another must be approved by the Bermuda Court. 
In addition, the BMA will be consulted. The terms covering the proposed Scheme are set out in the Scheme 
document that will be presented to the Court. I refer to that document as the “Scheme of Transfer”. It is anticipated 
that the Scheme of Transfer will be presented to the Court (under Section 25 of the Bermuda Insurance Act 1978) at 
a date to be confirmed.  

About the Independent Actuary  

I am a partner in KPMG Ireland, a global consultancy providing audit, tax and advisory services. I am a Fellow of the 
Society of Actuaries in Ireland with more than 25 years of experience working in the insurance industry. I have 
previously conducted similar roles with respect to businesses in Ireland and Bermuda. My full biography is included 
in the Report.   
Use and Limitations 

This summary covers the main conclusions of the full Report. However, this summary must be considered in 
conjunction with the Report and reliance must not be placed solely on this summary. Both this summary and the full 
Report must be considered in their entirety as individual sections; considering them in isolation may be misleading. 
This summary is subject to the same limitations on its use as is set out in the full Report. In the event of any real or 
perceived conflict between this summary and the full Report, the latter contains the definitive description. A 
summary of my Report is set out below.  

Background to Allianz Life Bermuda Limited 

AZLBR was incorporated in Bermuda in 1976 and licensed as Class 3C for Long-Term as well as General Business 
insurance and reinsurance. It is wholly owned by Allianz SE. Although AZLBR has both licenses, the business written 
in the last 5 years has been restricted to long term policies following the group decision to channel all the non-life 
possible accepted reinsurance cessions directly to a group reinsurance carrier, Allianz Re, rather than passing by any 
of its operating entities in order to reduce complexity.  

The development of both accepted and direct business was relatively slow in the past few years as the ultimate 
ownership of AZLBR changed from Assurance Generale de France to Allianz SE, and accordingly, any new reinsurance 
business is channelled to the head office in Germany and the new direct business was stopped at year-end 2017 in 



   

2 

 

Summary Report of the Approved Actuary  

27 July 2022 

 

© 2022 KPMG, an Irish partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company 
limited by guarantee. All rights reserved. 

 

order to reduce complexity in the group. AZLBR is closed to new business and is entering into the liquidation phase 
as decided by its board of directors and shareholder. I note that the existing direct policies were either:  

• cancelled (following an exercise in 2018 whereby policyholders took out new policies with AZSNA – these 
policyholders are the subject of my Report); or  

• transferred in bulk in December 2018 (i.e. 167 policies) via a shareholder agreement between the parties on the 
same terms and conditions to AZSNA. The remaining in-force transferred policies (i.e. only 14 remaining as many 
either surrendered their policies fully or surrendered and took out a new policy with AZSNA) were transferred 
back to AZLBR in mid-2020 arising from a review and challenge of the transaction by the BMA. Since then, most 
of these policyholders have been contacted and at this stage all have exercised their rights to receive maturity 
or surrender value proceeds, and in some cases, the policies were cancelled with no value and no 
communication was necessary. These policyholders are not in my scope as Approved Actuary. 

I note that the reinsurance accepted business was run off fully, the in-force exposure commuted with effect from 1 
January 2018 and there have been no new renewals since 1 January 2018. 

AZLBR is now closed to new business and it is the intention of the Directors and the Shareholder to hand back its 
insurance licence to the BMA and liquidate the company as soon as is practical.   

Background to Allianz SNA sal 

AZSNA was founded in 1963. AZSNA underwrites life and non-life insurance risks, such as those associated with 
death, health, property and casualty.  According to AZSNA’s Bylaws, the Company’s objective is to engage in 
insurance and reinsurance activities. All of the Company’s activities are conducted in accordance with Decree no. 
9812, dated May 4, 1968, regulating Insurance companies in Lebanon and its implantation regulations as well as any 
other relevant laws and regulations prevailing in Lebanon. The Company undertakes its activity under the supervision 
of the ICC. The Company provides corporate and individual and bancassurance solutions across Employee Benefits, 
Property & Casualty, Engineering, Liability, Marine & Aviation, Retirement & Life, personal accident, medical and 
other covers. 

The ‘Retirement and Life’ products are generally consistent with those offered by AZLBR. The product range offered 
by AZSNA is wider and more comprehensive reflecting its status as the No 1 insurance provider in the Lebanon 
market based on management information provided. 

Motivation for the Scheme 

AZLBR’s historical premiums were generated primarily from policyholders in the MENA region. As a result of the 
geographic location of its customer base, it would incur a significant and disproportionate burden in order to remain 
compliant with the enhanced scrutiny and customer due-diligence requirements automatically imposed by 
Bermuda’s regulatory framework on policyholders from certain jurisdictions in the MENA Region. The Allianz Group 
also recognised the growing international scrutiny by on-shore tax-authorities over financial transactions conducted 
through off-shore subsidiaries, where the transacting parties have no clear connection to the off-shore jurisdiction.  
In light of this changing political and regulatory environment, the Allianz Group decided that it would be more 
appropriate to move the Portfolio to a jurisdiction in the MENA Region.  This would also allow the Portfolio to be 
more efficiently and appropriately managed from a regulatory compliance perspective.  

For the above reasons, AZLBR decided to take steps to cease its operations in Bermuda in favour of operating from 
within the MENA region i.e. through AZSNA.  

This portfolio transfer exercise is unusual as the activities relating to the Scheme have already taken place: 

• Transferring AZLBR policyholders as the Scheme documents will describe them for the Court process and in 
terms of how I label them in my Report, are already policyholders of AZSNA – they are no longer AZLBR 
policyholders. In 2018, AZLBR (and AZSNA) communicated with all existing AZLBR policyholders at the time and 
offered them the choice of a new policy with AZSNA (on enhanced terms) or to surrender their policies. There 
was no choice offered to keep their existing policy. As expected, some surrendered their existing AZLBR policy 
and took the new policy option with AZSNA, some surrendered in full (these policyholders are out of my scope) 
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and some policyholders could not be contacted (these policyholders are out of my scope). Therefore, as 
Approved Actuary I need to consider what happened in 2018 from a retrospective perspective and assess it as 
if these transferring policies were being transferred via a normal Court process.  

• I note that a group of policyholders who could not be contacted at the time were effectively transferred to 
AZSNA via a shareholder transfer agreement in December 2018. Arising from challenge by the BMA, the transfer 
of those policyholders to AZSNA was unwound and they were transferred back to AZLBR in late 2020. Since then 
most of these policyholders have been contacted and at this stage all have exercised their rights to receive 
maturity or surrender value proceeds and in some cases, the policies were cancelled with no value and no 
communication was necessary. These policyholders are not in my scope. 

Ultimately, it is expected that AZLBR will no longer have an insurance licence and will ultimately be de-registered as 
a company in Bermuda. The Scheme will facilitate this. 

Details of the Scheme  

Given that the Proposed Transfer has already taken place, AZLBR, with the agreement of the BMA, is applying for 
the retroactive sanction of the Scheme i.e. according to the proposed transfer, AZSNA (i) succeeded and became 
entitled to all the rights, obligations, discretions, authorities, benefits and powers of AZLBR under the Transferred 
Policies; and (ii) AZLBR has terminated the Transferred Policies. 

My Report considers the impact of the proposed transfer on the transferring policyholders of AZLBR and the AZSNA 
policyholders. 

Policyholder impacts 

General observations 

• The Scheme Entities are part of the Allianz Group and policyholders in both entities ultimately operate under 
Allianz Group requirements and have the implicit capital support of the Group. I note that there are no formal 
capital support arrangements or parental guarantees in place for either of the Scheme Entities. 

• I note that the Scheme Entities are very closely related i.e. 
– effectively AZLBR are wholly reliant on AZSNA for all day to day running of the entity i.e. across management, 

administration, investment and back-office support across finance, risk, actuarial and compliance; 
– the product set historically sold by AZLBR are generally consistent with AZSNA policies though AZSNA sell a 

much wider suite of products; and 
– the nationality of policyholders and distribution channel for AZLBR are generally consistent with that of 

AZSNA.  
As AZLBR have no strategic future as an insurance entity and given the similarities and reliances as noted above, 
I recognise the commercial sense for policyholders to maintain their insurance with an Allianz entity and in 
particular AZSNA. 

Benefit Expectations 

I have considered the effects of the Scheme on the fair expectations and treatment of each of AZLBR and AZSNA 
policyholders focusing on the following aspects: 

• Policyholders Reasonable Expectations: there is no concept in either AZLBR or AZSNA as mandated by local 
regulatory / consumer protection requirements though consumer protection is driven off Group standards more 
generally. Both entities operate under these common group mandated processes and common operating 
practices. I have no specific issues to note. 

• Costs of the Scheme: all costs associated with the Proposed Transfer will be borne by the shareholders of AZLBR 
and the impact is not material to the level of shareholder funds available. Therefore, in my opinion the 
implementation of the Scheme will not have an adverse effect on the fair treatment of policyholders in this 
regard. I have no specific issues to note. 
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• Current practices, service standards, and complaints: as the management of the AZLBR book is aligned with that 
of AZSNA, there is no change for any of the policyholders.  

• Policyholder Communications: I have reviewed the letter sent to policyholders with the offer in 2018 and I have 
also received the supplementary information provided as part of the take up of a new policy. I understand that 
this supplementary information was not provided at the time of the letter. The letter in itself would not be 
sufficient to allow a decision to be made. The supplementary information was provided by the sales agent if the 
policyholder requested it and this was effectively new business literature rather than customised technical 
analysis of the offer put in place by AZLBR and AZSNA. Overall the letter and the supplementary information 
would also be much less detailed than the information pack policyholders would receive if they were undergoing 
a formal portfolio transfer process, which is now taking place.  
As Approved Actuary I have assessed whether you should reissue analysis to support the decision policyholders 
made. As my conclusion is supportive of the portfolio transfer and the activities have taken place, I am 
comfortable with the proposed communications to take place which are in line with any other such portfolio 
transfer process i.e. there will be a circular, a notice for publication in the local newspaper in Lebanon, documents 
will be made available for inspection etc. I am comfortable with this communication approach.  

• Terms and conditions: typically, I do not expect to see a change to policy terms and conditions as a result of a 
portfolio transfer. I note that the terms and conditions across AZLBR and AZSNA policies are generally aligned for 
their common products. However I note that as a result of the transferring policyholders taking out new policies, 
enhanced terms and conditions have been offered as noted in my Report in compensation for any potential 
adverse impacts as a result of surrendering their AZLBR policy to take out the new AZSNA policy. I have assessed 
the enhancements / adverse impacts to assess whether policyholders were disadvantaged, and the detail is set 
out in my Report. Overall, I consider the enhancements to be a genuine attempt by AZSNA to make sure that the 
transferring policyholders were no worse off as a result of surrendering their AZLBR policies and taking out an 
equivalent new AZSNA policy. 
For AZSNA policyholders, nothing has changed from their perspective; the transferring policyholders are simply 
new business policyholders with slightly more attractive new business terms. 

Security of benefits 

I have considered the effects of the Scheme on the security of transferring AZLBR and existing AZSNA policyholder 
benefits and in doing so I have considered the following aspects: 

• I have based my financial analysis on the financial information in the period 31 December 2017 to 31 December 
2021 (the most recent financial year-end figures available for the entities). I note: 
– Both Scheme Entities currently meet their minimum regulatory capital requirements in their respective 

jurisdictions, though the regulatory capital regimes in Bermuda and Lebanon are not comparable. 
– AZSNA’s balance sheet is significantly larger and more diverse than AZLBR i.e. assets of cUS$760m and 

shareholder equity of cUS$60m compared to AZLBR with assets of cUS$6m and shareholder equity of c$6m 
and little remaining insurance risk (noting that the transferring policyholders are no longer policyholders of 
AZLBR). 

– AZLBR’s regulatory capital position excluding the reinsurance business (which was commuted from 1 January 
2018, with there being no renewals from that same date) on a proforma basis since 2018 is strong which 
reflects excess capital being carried prior to the liquidation of the entity. The level of capitalisation for the 
residual risk exposure would not be sustainable in the long term and ultimately a much lower level of capital 
would be needed. 

– AZSNA’s regulatory capital position was extremely volatile in the period 2018-2020. At YE19 it had a material 
deficit of shareholder funds (i.e. insolvent), reflecting the impact of the financial crisis in Lebanon and 
significant impairments on US$ denominated Eurobonds. Over this period, the Group paid in more capital 
(with capital not exposed to Lebanon sovereign credit risk) to stabilise and recapitalise the entity. AZSNA is 
still exposed to even further impairments of the US$ Eurobonds but for now the impairment is based on 
Group guidance and insight from Moody’s etc.  
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– I note that the most recent solvency information for AZSNA at 31 December 2021, indicates shareholder 
equity of US$39.1m (much improved in 2021), regulatory equity of US$30.9m and regulatory capital of 
US$13.1m giving a solvency ratio of 237% which is an improvement on the YE19 and YE20 positions. 

• In relation to the exposure of the transferring policyholders: 
– The proceeds of the surrendered policies used as part of the AZSNA new policy set up in respect of the 

transferring policyholders was cUS$6m. This is not material in the context of the AZSNA balance sheet in the 
period 2018-2020. 

– Analysis would indicate that the value of future profits over all future years in respect of the transferring 
policies was estimated to be cUS$0.7m. This is not material in the context of the AZSNA balance sheet in the 
period 2017-2020 or indeed the level of profits earned in one year i.e. cUS$7m to US$9m in 2017 and 2018 
respectively but distorted by asset impairment losses in 2019/2020. 

– The level of regulatory capital attaching to the business in respect of the transferring policies is estimated to 
be less than cUS$0.5m on a BMA basis; on a Lebanon basis, the level of regulatory capital attaching to the 
business in respect of the transferring policies is estimated to be less than cUS$0.1m. The incremental impact 
of regulatory capital of the US$0.1m is not material for AZSNA whose regulatory capital requirement is 
US$13.4m. 

– Overall, the exposure of the transferring AZLBR policies is not material to AZSNA. 

• Overall, the transferring policyholders are now part of a larger and more diversified Allianz subsidiary with a 
strong strategic outlook notwithstanding the uncertainties relating to the Lebanon Eurobonds and the final 
agreed impairments. This is not the case for the AZLBR entity which has no strategic future. The transferring 
policyholders themselves are not a material exposure for AZSNA in terms of assets, premiums, risks, or indeed 
regulatory capital, so the financial risks for existing AZSNA policyholders are not material.  While the AZSNA 
solvency issues observed in 2019 / 2020 are a concern due to the asset impairments, the recapitalisation by the 
Allianz Group is important when I assess financial security. Therefore, I do not see a material disadvantage to the 
transferring policyholders with AZSNA policies from a financial security perspective given the continued support 
by the group, Allianz. 

Policyholder Communication  

In terms of policyholder communications, I note: 

• AZLBR will only communicate to transferring policyholders.  

• I note that the full set of documents will not be sent to policyholders but will be made available to them; however, 
policyholders will be provided with a copy of this summary.  

• My Approved Actuary conclusion is only proposed to be included in the summary policyholder communication. I 
understand that my full Report and the summary will be available to policyholders on request, be readily available 
on the AZLBR website and the existence of these documents will be signposted in the policyholder 
communications. This approach has been agreed with the BMA.  

• There is no intention to communicate directly with the policyholders of AZSNA – I am in agreement with this, and 
I understand this approach has been communicated to the BMA and the Bermuda Court. I do not consider the 
Scheme to materially impact these policyholders. 

• Given my findings above and with the agreement of the BMA, I am comfortable with this communication 
approach.  
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Conclusions  

Having considered the impact of the Scheme on both the transferring policyholders of AZLBR and the existing 
policyholders of AZSNA it is my opinion that: 

• The Scheme will not have a material adverse effect on the reasonable benefit expectations of any of the 
policyholders involved; and 

• The risk to policyholder security is remote. Therefore, in my view, policyholders will not be materially adversely 
affected by the proposed Scheme. 

My opinion in relation to AZLBR and AZSNA is based on: 

• my review of all the pertinent historic and current information provided by AZLBR and AZSNA; and 

• discussions with the management of AZLBR and AZSNA. 

My assessments are made in the context of the regulatory regime in Bermuda and the regulatory regime in Lebanon. 

I am comfortable with the planned communication under the Scheme to the relevant policyholders. 

    

     

_________________________________    27 July 2022                  

Brian Morrissey, FSAI      Date  

Independent Actuary, KPMG in Ireland 
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