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2016 has been a year of positive development for the Chesnara group and we 
have delivered strongly against all of our strategic objectives. 

The value of our existing businesses has grown across all territories, with cash 
emergence sufficient to fund a further increase in the annual dividend, the 
twelfth successive year of dividend growth. 

The increase in value includes an increasingly material contribution from new 
business profits in Sweden where we have delivered our best ever results. 

 
Finally, the acquisition of Legal and General Nederland, announced in 
November 2016, represents a continuation of Chesnara’s successful 
acquisition strategy. The acquisition will create significant scale in the 
Netherlands making Chesnara a well balanced three territory group. Legal and 
General Nederland is expected to have a significant positive impact on the 
Economic Value of the group and will further enhance ongoing cash generation 
thereby supporting the continuation of our dividend strategy. 
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2016 has been one of the busiest and most successful years in Chesnara’s history. We 
have delivered against each of our core strategic objectives and continued to embed 
Solvency II. This has been achieved whilst remaining true to our well established culture 
and values of treating customers fairly and adopting a robust approach to regulatory 
compliance. Importantly the business growth has been achieved without compromising 
our risk appetite which is important given our position as a predictable and low risk 
investment. 

 
 

MAXIMISE VALUE FROM 
EXISTING BUSINESS  

 ACQUIRE LIFE AND PENSIONS 
BUSINESSES 

 ENHANCE VALUE THROUGH 
PROFITABLE NEW BUSINESS 

     
18.2% growth in group Economic 
Value Note 1. 
 
Note 1 – Excludes the impact of equity raised and 
costs incurred for the acquisition of L&G Nederland. 
 

 Acquisition of Legal and General 
Nederland at an expected 33% 
discount to Economic Value, 
creating an expected positive 
Economic Value impact of c£56m 
on completion in 2017. 
 

 Record new business profits from 
Movestic of £11.7m. 
 
 

     
See pages 22-26 for further information.  See page 27 for further information.  See page 24 for further information. 
     

 
 

 
Maximise value from existing business 
 
The existing books, particularly in the UK, 
remain the primary source of cash to fund 
our dividend strategy. As such, the increase 
in Economic Value, which implies an 
increase in future positive cash flows, is a 
positive outcome.  
 
During the year our operating divisions 
have generated £34.3m of cash.  
 
DESPITE THE LOW INTEREST RATE 
ENVIRONMENT, WE HAVE CONTINUED 
TO GENERATE CASH AT LEVELS IN 
EXCESS OF THE COST OF THE FULL 
YEAR DIVIDEND 
 
The UK’s cash generation, given the 
turbulent political backdrop and in a period 
of low and declining yields, is reassuring. 
Also, the declaration of an inaugural 
dividend from Movestic of £2.7m and a 
positive cash contribution from the Waard 
Group are encouraging developments with 
regards to supporting the Chesnara 
dividend strategy. 
 

 
EXCLUDING THE IMPACT OF EQUITY 
RAISED FOR THE IMMINENT 
ACQUISITION OF LEGAL AND GENERAL 
NEDERLAND, THE ECONOMIC VALUE 
OF THE GROUP HAS INCREASED BY 
18.2%. WE EXPECT TO CREATE A 
FURTHER C9.5% OF VALUE GROWTH 
WHEN THE DEAL COMPLETES. 

Acquire life and pensions businesses 
 
In November 2016 we announced our 
intended acquisition of Legal and General’s 
Dutch Life subsidiary. The acquisition 
scored highly against our established 
assessment criteria and at a 33% discount 
to Economic Value is expected to add 
approximately £56m of value on completion 
in 2017. The deal is funded by a mix of new 
equity, additional debt and investment of 
some of our existing own funds. The support 
from existing and new investors for the 
£70m of new equity is testament to the 
attractiveness of the acquisition. The 
business is generally recognised as being a 
high quality operation as illustrated by the 
fact LGN have been awarded prestigious 
best insurers award in 2016. As a profitable 
and well capitalised business, we expect 
that as we integrate the business into the 
group it will contribute to ongoing cash 
generation and value growth through 
efficient management of the existing book 
and from writing profitable new business. 

 

  
Enhance value through profitable new 
business 
 
The record level of new business profit 
delivered by Movestic is encouraging. Not 
only is the impact on Economic Value most 
welcome but importantly it demonstrates 
that meaningful levels of new business 
profit can be delivered from realistic 
market shares, if the focus on product 
offering, pricing, service and expenses is 
clear and the right management is in 
place. This creates a proven “blueprint” 
that supports the intention to continue to 
run the newly acquired LGN business as 
an “open to new business” operation and 
gives comfort that resultant increase in 
new business focus can be delivered 
without compromising Chesnara’s primary 
specialism of acquiring and managing in-
force books. 
 
 
RECORD LEVELS OF NEW BUSINESS 
PROFIT FROM MOVESTIC OF £11.7M 
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The imminent completion of the acquisition of Legal and General Nederland will continue Chesnara’s evolution 

from a UK operation to becoming a balanced three territory European group. This enhances the outlook in terms 

of cash generation potential, acquisition opportunities and creates options to optimise our governance model. 

 
 
 
 
 
Solvency II 
 
Solvency II has continued to have a 
significant two fold impact on the business 
during the year. Firstly, I am pleased to 
report that we have complied with all the 
requirements of the regime, including the 
production of the Pillar 3 reports and the 
development of the first narrative reports 
due in 2017. Our risk management 
framework has continued to be enhanced 
to ensure we deliver a best practice 
Solvency II governance framework.  
 
Secondly, 2016 has been the first year of 
managing the business in a Solvency II 
world. As expected, deepening analysis of 
the Solvency II capital requirements has 
given an improved understanding of how 
economic conditions and general 
business decisions impact the Solvency 
Capital Requirements. Based on this ever 
increasing understanding of the dynamics 
of solvency post Solvency II, it is clear 
there is an opportunity to develop 
management actions to optimise capital 
efficiencies across the group. The 
evolution from “understanding and 
reporting solvency” to “a more proactive 
management of solvency” is a core 
objective and opportunity for 2017 and 
beyond. 
 
 
 
 
AN INCREASED UNDERSTANDING OF 
THE DYNAMICS OF SOLVENCY II IS 
EXPECTED TO CREATE AN 
OPPORTUNITY TO BENEFIT FROM 
CAPITAL OPTIMISATION IN THE 
FUTURE 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Regulation 
 
Compliance with regulation, not least 
Solvency II, remains a priority for the 
group.  We have continued to maintain a 
positive and constructive relationship with 
regulatory bodies across the group. 
 
I am pleased to report that the FCA’s 
review “Fair treatment of long standing 
customers in the life industry sector” that 
was initially announced on 3 March 2016 
has now, following a period of 
consultation, been issued as final 
guidance. The guidance is in line with our 
expectations and we are fully supportive 
of this industry wide enhancement 
programme. With the clarity of the final 
guidance, CA will progress with its 
improvement plan which includes an 
enhanced customer strategy. Our 2016 
results include our best estimate of the 
financial impact of delivering to the 
revised best practice standards. 
 
The investigation into how Countrywide 
Assured disclosed exit fees to customers, 
initially announced on 3 March 2016, is 
ongoing. We have continued to provide 
the FCA with all information requested 
and given the narrow scope of the 
investigation we retain our opinion that the 
outcome from the investigation should not 
have a material impact on the company.

Investment proposition 
 
Given Chesnara shares are primarily held 
by those requiring predictable and 
attractive income, I am pleased to report a 
2.9% increase in our full year dividend, 
which represents a yield of 6.1% based on 
the average share price for the year. 
 
2.9% INCREASE IN FULL YEAR 
DIVIDEND 
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People 
 
2016 has been one of the busiest years of 
Chesnara’s history during which we have 
delivered record new business in Sweden, 
announced a major acquisition in the 
Netherlands and managed the Legacy 
Review in the UK. 
 
The board is extremely aware of the 
demands this has placed on management 
and staff across the group. I would like to 
take this opportunity to thank my 
colleagues for their dedication, expertise 
and commitment to making 2016 a 
successful year. 
 
At the end of 2016 Peter Wright retired 
from the board and Jane Dale, who we 
welcomed on to the board in May 2016, 
took over as the Chair of the Audit and 
Risk Committee. Frank Hughes stepped 
down from the board and will leave the 
company at the end of April following the 
restructure of our UK operations. Ken 
Hogg was appointed CEO of the UK 
operations in October 2016. Lars 
Nordstrand the CEO of Movestic will hand 
over to Linnea Ecorcheville in April this 
year. I would like to thank Peter, Frank 
and Lars for all their hard work over the 
years and wish Ken, Jane and Linnea 
every success for the future. 
 
With all our acquisitions, forming a view of 
the quality, commitment and cultural fit of 
the management and staff of the target 
organisation is a key consideration. 
During the extensive due diligence 
process for the acquisition of Legal and 
General Nederland, it became clear that 
Chesnara will be inheriting a dedicated 
and capable team and I very much look 
forward to welcoming new colleagues into 
the group during 2017. 
 
 
 
 
 

 
 
 
Governance and risk management 
 
Following the enhancements to our risk 
and governance systems in 2015, much of 
the activity in 2016 was focused on 
refinement, embedding and consistency of 
approach across the group, where 
appropriate.  This was informed by a full 
group-wide attestation of our governance 
maps and risk and control policies.  The 
results of the attestation exercise 
demonstrated significant progress with 
embedding the recently enhanced 
standards, but also recognised that further 
work is needed to achieve the desired 
level of consistency of approach. 
 
Enhanced risk reporting in 2016, such as 
Own Risk and Solvency Assessment and 
the Quarterly CRO Report have provided 
greater insight and assurance to the board 
that risk is being controlled within the 
group’s risk appetite.  For example, 
“continuous solvency monitoring and 
recovery planning protocol” was improved 
and introduced into regular reporting 
routines during the year, providing greater 
comfort that timely actions can be taken, 
as appropriate, in the event of a decline in 
solvency resulting from changes in 
financial conditions. 
 
The Legal and General Nederland 
acquisition demonstrated the strength and 
effectiveness of our risk based acquisition 
process, which includes a risk driven due 
diligence process, along with risk function 
oversight throughout.  This will be refined 
further in 2017, based on learnings from 
the LGN acquisition. 
 
We continue to place great importance on 
the continuous enhancement of our risk 
and governance system, and have a 
number of developments underway.  
Embedding activity continues with 
significant focus in 2017 on continuing to 
increase consistency of approach across 
the group, and particularly with the 
integration of LGN.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Outlook and Brexit 
 
In my 2015 statement I mentioned that we 
did not believe a vote to “leave” the EU 
would materially affect Chesnara’s 
business. After the result of the 
referendum we retain the view that leaving 
the union will have minimal impact other 
than any knock on effect on general 
economic conditions. Should the decision 
to leave the European Union result in 
unexpected changes to regulatory 
requirements, then our operating model is 
suitably flexible for Chesnara to potentially 
adopt an alternative regulatory model 
where there are benefits for stakeholders. 
 
Over recent years management has 
invested significant time and effort on 
ensuring we comply with Solvency II. As 
we move on from the development phase, 
I see increasing potential opportunities for 
the business from optimising our use of 
Solvency II capital. 
 
Finally the outlook is greatly enhanced by 
the acquisition of LGN; directly, in terms of 
future cash generation and value growth, 
and indirectly, in terms of strengthening 
the foundations for further acquisitions in 
the Netherlands. I also remain optimistic 
that as the uncertainty created by matters 
such as Solvency II and the FCA Legacy 
Review reduces, the UK acquisition 
market will become more active. I am 
confident that with our tried and tested 
acquisition track record and flexible 
funding strategy Chesnara is well 
positioned to take advantage of future 
opportunities that meet our stringent 
assessment criteria. 
 
I remain optimistic that Chesnara can 
continue to deliver against its strategic 
objectives and provide value to 
policyholders and shareholders. 
 
 
 
 
Peter Mason 
Chairman 
30 March 2017 
 


