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BACKGROUND 
This Solvency and Financial Condition Report (‘SFCR’) has been prepared for Chesnara plc (‘Chesnara’, the ‘Group’), for 

the year ended 31 December 2025.  This report has been prepared for the benefit of the Group’s policyholders and other 

parties who have an interest in the solvency and financial condition of the Group.  In accordance with the Solvency II 

framework, this report follows a standardised structure and includes specific content to meet the detailed reporting 

requirements of the framework. 

 

This summary highlights the key messages and principal movements during 2025 as reported in the Annual Report & 

Accounts. 

 

A. BUSINESS AND PERFORMANCE 
This section of the report provides background information on the Group and its performance.  Chesnara plc is a FTSE 250 

European life, pensions and investment company with specialist experience in consolidation.  We now administer c1.4m 

policies across the Group’s business units of Countrywide Assured and Chesnara Life (formerly HSBC Life (UK) Ltd) in the 

UK, Scildon in the Netherlands and Movestic in Sweden.  

 

Following a three-pillar strategy, Chesnara’s primary responsibility is the efficient administration of its customers’ life and 

savings policies, focusing on good customer outcomes and providing a secure and compliant environment to protect their 

interests.  It also adds value by writing profitable new business in Sweden, the UK and the Netherlands, and by 

undertaking value-adding acquisitions of either companies or portfolios.  

 

In 2025 the Group reported strong financial performance alongside transformational strategic delivery, supported by the 

introduction of new performance metrics to enhance transparency over underlying operating performance and sustainable 

capital generation. Key highlights for the Group’s business performance during the year include: 

 

New Performance Metrics Introduced in 2025 

 

Operating Capital Generation (OCG)  

 

– 2025 was another year of strong and resilient capital generation, with Operating Capital Generation (OCG) of £94m 

(2024: £79m) and Cash Remittances of £58m (2024: £45m). Growth in OCG was driven by robust operating performance 

in each business unit and capital optimisation actions in the UK and at Group Centre. Sustained growth in OCG across 

the business units has driven strong year-on-year growth in Cash Remittances from the business units to Group Centre.  

 

– OCG represents the Solvency II surplus generated from underlying operating performance. It provides a transparent 

measure of the Company’s sustainable capital generation by looking through fluctuations from short-term market 

impacts and non-recurring costs associated with the acquisition strategy. It measures the amount of Solvency II capital 

the Group generates from operating activities and reflects only the operational movements in Own Funds and Solvency 

Coverage Ratio, removing the impacts of investment variances, integration and restructuring costs and other non-

operating variances.   

 

Adjusted Operating Profit (AOP) 

– Strong operating performance in each of our business units has contributed to a 42% increase in Adjusted Operating 

Profit (AOP) to £56m (2024: £39m), with the insurance result benefiting from the merger and simplification synergies in 

the Netherlands.  The Group’s Assets Under Administration (AuA) has also benefited from strong custodian inflows in 

Sweden and depreciation of GBP relative to the Swedish krona and the euro, rising to £15bn (2024: £14bn).  

 

AOP is a measure of IFRS performance focusing on long term assumptions for the Group’s investment and insurance 

portfolios. It is less exposed to short-term market volatility and so provides a more sustainable view of the ongoing 

earnings profile. It also provides an underlying view of the earning progression of the Group by omitting non-recurring 

items such as one-off costs associated with the acquisition strategy. 

 

Solvency and Capital Position 

 

– The Solvency Coverage Ratio of 257% (2024: 203%) was significantly higher than the upper-end of the Group’s 

operating range, continuing to be resilient to a wide range of financial scenarios and providing the Group with scope to 

pursue M&A and other investment opportunities as they arise.  The increase of 54 percentage points over 2025 was 

driven primarily by higher Own Funds from positive operating and economic variances and the impact of the Group’s 

equity and debt issuances over 2025. The Group’s solvency capital requirements benefited from the implementation of 

mass-lapse and foreign exchange hedging optimisation actions in the UK and the optimisation of foreign exchange 

hedging arrangements at Group Centre.   
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Shareholder Returns 

– This strong set of financial results, combined with transformational strategic delivery, underpinned the Board’s 

recommendation to increase the final dividend by 6% to 14.80p per share (2024 final rebased: 13.96p per share). 

Operating Capital Generation (OCG) was £94m (2024: £79m), a key driver of future shareholder returns. 

Strategic Activity and Management Actions 

 

– In July 2025, Chesnara announced the acquisition of HSBC Life (UK), rebranded as Chesnara Life on deal completion in 

January 2026, the largest acquisition in Chesnara's history.  The deal was funded through a combination of internal 

resources and a fully underwritten £140m equity raise, with a total final net consideration of £247m. Integration 

planning activities began in 2025, and a Part VII transfer is expected in 2027. The deal is expected to add £5bn of AuA, 

and deliver £140m of Cash Generation over the first five years, transforming the Group’s scale in the UK.  

 

In the Netherlands, we completed the legal merger of the Scildon and Waard businesses, with planned further 

integration, significantly simplifying our operating model in the Netherlands. In addition, Scildon’s pension business 

was transferred to Allianz, allowing the Group to focus on expanding our remaining business including the individual 

life insurance portfolio.  

 

Management actions continue to play an important role in maximising value from existing business and supporting the 

Group’s solvency and capital position. 

 

B. SYSTEMS OF GOVERNANCE  
This section of the report provides information on the overall governance structure of the Group and its risk management 

and internal control system. It details the Chesnara Board’s overall responsibilities and how it delivers these through the 

use of its sub-committees and interaction with the Boards operating in each of its divisions. The Chesnara Board sets the 

culture and values of how the Group operates and it is the Chesnara Board’s responsibility to ensure that this is 

implemented across the Group.  It manages this through the utilisation of Group and divisional corporate governance and 

responsibilities maps.  This section of the report also provides insight into the remuneration practices and policies of the 

Group and how these promote management behaviours that are aligned with its strategic aims.  

 

There have been no significant changes in the Group’s overall system of governance during the year.   

 

The Group observed some changes in key personnel, as follows:   

– Jane Dale, stood down as Senior Independent Director and as a Non-Executive Director of the Company at the May 

2025 AGM, having completed her 9-year term. 

– Carol Hagh, Non-Executive Director and Chair of the Chesnara Nomination & Governance Committee, was appointed 

Senior Independent Director at the May 2025 AGM. 

– Gail Tucker was appointed to the Board, member of the Chesnara Audit & Risk Committee and member of the 

Chesnara Nomination & Governance Committee on 29 January 2025. Subsequently, Gail was then appointed Chair of 

the Chesnara Audit & Risk Committee on 13 May 2025.  

– Karin Bergstein stood down as a Non-Executive Director of the Board on 6 June 2025. 

– Samantha (Sam) Tymms was appointed to the Board as Non-Executive Director, member of the Chesnara Nomination 

& Governance Committee and the Chesnara Audit & Risk Committee on 6 June 2025. 

 

The Group continues to invest time and resources into ensuring that the governance structures in place remain fit for 

purpose for the evolving landscape in which the Group operates. Further details of the full composition of the Board and 

its members’ experience are set out in the Group’s Annual Report and Accounts.  

 

C. RISK PROFILE 

Further information on the risk profile of the Group can be found in this section of the report. It provides an overview of 

the quantitative risk profile using the results of the Group’s solvency capital requirement calculations, which are calculated 

using the Solvency II “standard formula” specified by regulators.  The Board has determined that the standard formula 

gives an appropriate outcome.  The analysis shows that Chesnara has a well-diversified risk portfolio at a Group level.  The 

level of equity risk at YE 2025 has risen from 23% to 27%, driven by the growth in equity markets over 2025, and the 

proportionate decrease in currency risk due to the implementation of an updated currency hedge.  Otherwise the risk 

profile was fairly stable during 2025.   

 

In addition, this section of the report sets out the approach taken to mitigate and monitor risks facing the business, and a 

description of the methods and outcomes of the stress and scenario testing carried out for the most material risks. The 

scenario testing concluded that Chesnara is a resilient group in terms of its solvency position, that could comfortably 

withstand all the stress and scenario tests chosen by the Board. 
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D. VALUATION FOR SOLVENCY PURPOSES 
This section of the report provides information on the Group’s assets and liabilities.  It provides quantitative information 

regarding the value of assets and liabilities held at the reference date of this report and also provides information on how 

those asset and liability values have been calculated. 

 

The practices used for valuing assets and liabilities for solvency purposes have remained consistent throughout the 

reporting period.   

 

A summary of the Group’s assets and liabilities at 31 December 2025 and 31 December 2024 has been provided below: 

 

 31 December 

2025 

31 December 

2024 Unaudited 
 

£m  £m  

Assets 14,336.0  12,484.0 

Net technical provisions (13,083.4) (11,535.3) 

Other liabilities (491.9) (413.9) 

Assets less liabilities 760.7 534.8 

 

 

E. CAPITAL MANAGEMENT 
The final section provides information on the capital position of the Group.  It builds on the information included in Section 

D of the report and introduces further information on the level of capital that is required to be held by the Group (the 

Solvency Capital Requirement) and how the Group meets these requirements.  The section also provides information on 

the policies and practices that are employed by the Group and its operating divisions in managing capital. 

 

There have been no significant changes to the way in which the Group and its divisions manage their capital.  The Board-

approved capital management policy, underpinning any capital decisions, has remained materially unchanged over the 

year. 

 

Chesnara is strongly capitalised at both a Group and subsidiary level.  The VA is applied in our Dutch and UK businesses 

and the Group does not use any other elements of the Solvency II Long Term Guarantee measures.  

 

 
31 December 2025 

31 December 

2024 Unaudited 

 £m £m 

Assets less liabilities (excluding Tier 3 assets)  740.0  511.3  

Tier 3 assets 20.7  23.6  

Assets less liabilities 760.7  534.9  

Subordinated liabilities  185.8  166.1  

Foreseeable dividends (34.2) (24.3) 

Own Funds Restrictions   

     Ring Fenced Funds (5.7) (1.9) 

     Restricted Tier 1 (7.8)  - 

     Tier 2 / Tier 3 (39.8) (32.1) 

Eligible Own Funds 859.0  642.7 

Solvency Capital Requirement (SCR) 334.0  315.8 

Surplus Own Funds over SCR 525.0  326.8 

Ratio of eligible Own Funds to SCR 257% 203% 

  

– The Group has Own Funds (representing the net assets and liabilities of the Group as measured on a Solvency II basis) 

that exceed the capital requirements of the Group by £525.0m (31 December 2024: £326.8m). 

– The Group has a solvency ratio of 257% at 31 December 2025 (31 December 2024: 203%), stated after the 2025 final 

dividend of £34.2m, which is due to be paid on 20 May 2026. The normal operating range for Chesnara is 140-160%. 

– Subordinated liabilities relates to the Tier 2 debt which is measured at fair value, calculated using quoted prices in 

active markets.  

– Tier 3 eligible assets reduced to £20.7m at 31 December 2025 (31 December 2024: £23.6m), reflecting a lower level of 

deferred tax assets recognised at the year end. Tier 3 assets have been held since 2023, with the majority introduced 

following the historic acquisition of Conservatrix within Scildon. Tier 3 assets are subject to Solvency II eligibility limits 

when determining Eligible Own Funds. 
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The directors are responsible for preparing the Solvency and Financial Condition Report in accordance with applicable law 

and regulations. 

 

The PRA Rulebook for Solvency II firms in Rule 6.1(2) and Rule 6.2(1) of the reporting Part requires that the company must 

have in place a policy of ensuring the ongoing appropriateness of any information disclosed and that the company must 

ensure that its SFCR is approved by the directors. 

 

Each director certifies that:  

 

(a) the Solvency and Financial Condition Report has been properly prepared in all material respects in accordance with the 

PRA rules and Solvency II Regulations; 

(b) throughout the financial year in question, the company has complied in all material respects with the requirements of 

the PRA rules and Solvency II Regulations as applicable to the company; and  

(c) it is reasonable to believe that, at the date of the publication of the SFCR, the company has continued so to comply, and 

will continue so to comply in future. 

 

 

By order of the Board:            

     
       

Steve Murray      Tom Howard 

Group Chief Executive Officer    Group Chief Financial Officer 

13 May 2026      13 May 2026 
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Report of the external independent auditor to the Directors of Chesnara Plc (‘the Company’) pursuant to Rule 4.1 (2) of the 

External Audit Part of the PRA Rulebook applicable to Solvency II firms 

Report on the Audit of the relevant elements of the Group Solvency and Financial Condition Report (‘SFCR’) 

Opinion 

Except as stated below, we have audited the following documents prepared by the Company as at 31 December 2025: 

• The ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Group SFCR of the Company as at 31 

December 2025 (‘the Narrative Disclosures subject to audit’); and 

• Group templates IR.02.01.02, IR.23.01.04, IR.25.04.22 and IR.32.01.22 (‘the Group Templates subject to audit’). 

The Narrative Disclosures subject to audit and the Group Templates subject to audit are collectively referred to as the 

‘relevant elements of the Group SFCR’. 

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on:  

• any increase made, under rule 4.17 on the Matching Adjustment Part of the PRA Rulebook for Solvency II firms, to the 

fundamental spread used in the calculation of the matching adjustment and included in the technical provisions 

disclosed in relevant elements of the Solvency and Financial Condition Report. 

 

• The Other Information which comprises: 

o the ‘Executive Summary’, ‘Business and performance’, ‘System of governance’ and ‘Risk profile’ elements of the 

Group SFCR; 

o the written acknowledgement by management of their responsibilities, including for the preparation of the Group 

SFCR (‘the Responsibility Statement’); and 

• Group templates IR.05.02.01, IR.05.03.02 and IR.05.04.02. 

To the extent the information subject to audit in the relevant elements of the Group SFCR includes amounts that are totals, 

sub-totals or calculations derived from the Other Information, we have relied without verification on the Other Information. 

In our opinion, the information subject to audit in the relevant elements of the Group SFCR of the Company as at 31 

December 2025 is prepared, in all material respects, in accordance with the financial reporting provisions of the PRA 

Rulebook for Solvency II firms, as modified by relevant supervisory modifications, and as supplemented by supervisory 

approvals and determinations. 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK), including ISA (UK) 800 and 

ISA (UK) 805, and applicable law. Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the relevant elements of the Group Solvency and Financial Condition Report section of our 

report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the 

Group SFCR in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard as applied to public interest 

entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the 

audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Emphasis of Matter – Basis of Accounting 

We draw attention to the ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Group SFCR, which 

describe the basis of accounting. The Group SFCR is prepared in compliance with the financial reporting provisions of the 

PRA Rulebook for Solvency II firms, and therefore in accordance with a special purpose financial reporting framework. The 

Group SFCR is required to be published, and intended users include but are not limited to the PRA. As a result, the Group 

SFCR may not be suitable for another purpose. Our opinion is not modified in respect of these matters. 
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Conclusions relating to going concern 

In auditing the Group SFCR, we have concluded that the Directors’ use of the going concern basis of accounting in the 

preparation of the SFCR is appropriate.  

Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern basis of 

accounting included: 

• obtaining an understanding of relevant controls in place over management’s going concern assessment process; 

• evaluating the key assumptions underpinning the group’s forecast liquidity and capital, including those determined for 

each of its significant business units and relating to the expected impact of the group’s acquisitions of HSBC Life (UK) 

Limited and Scottish Widows Europe SA after the period-end; and 

• evaluating the adequacy and completeness of stress testing performed within the group’s Own Risk and Solvency 

Assessment (‘ORSA’), with reference to our understanding of its internal and external environment and considering the 

group’s principal risks and uncertainties. 

 

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions 

that, individually or collectively, may cast significant doubt on the Company’s ability to continue as a going concern for a 

period of at least twelve months from when the Group SFCTR is authorised for issue.  

Other Information 

The Directors are responsible for the Other Information. 

Our opinion on the relevant elements of the Group SFCR does not cover the Other Information and we do not express an 

audit opinion or any form of assurance conclusion thereon. 

Our responsibility is to read the Other Information and, in doing so, consider whether the Other Information is materially 

inconsistent with the relevant elements of the Group SFCR, or our knowledge obtained in the course of the audit, or 

otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material 

misstatements, we are required to determine whether there is a material misstatement in the relevant elements of the Group 

SFCR themselves. If, based on the work we have performed, we conclude that there is a material misstatement of this Other 

Information, we are required to report that fact.  

We have nothing to report in this regard. 

Responsibilities of Directors for the Group Solvency and Financial Condition Report 

The Directors are responsible for the preparation of the SFCR in accordance with the financial reporting provisions of the 

PRA Rulebook for Solvency II firms. 

The Directors are also responsible for such internal control as they determine is necessary to enable the preparation of a 

Group SFCR that is free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibilities for the Audit of the relevant elements of the Group Solvency and Financial Condition Report  

It is our responsibility to form an independent opinion as to whether the relevant elements of the Group SFCR are prepared, 

in all material respects, with financial reporting provisions of the PRA Rulebook for Solvency II firms. 

Our objectives are to obtain reasonable assurance about whether the relevant elements of the Group SFCR are free from 

material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable 

assurance is a high level of assurance, but it is not a guarantee that an audit conducted in accordance with ISAs (UK) will 

always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered 

material if, individually or in the aggregate, they could reasonably be expected to influence the decision making or the 

judgement of the users taken on the basis of the Group SFCR. 

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at 

https://www.frc.org.uk/auditorsresponsibilities. The same responsibilities apply to the audit of the Group SFCR. 

Extent to which the audit was considered capable of detecting irregularities, including fraud 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with 

our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent 

to which our procedures are capable of detecting irregularities, including fraud is detailed below.  

We considered the nature of the company’s industry and its control environment and reviewed the company’s 

documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We also 

enquired of management and internal audit about their own identification and assessment of the risks of irregularities. 

https://www.frc.org.uk/auditorsresponsibilities
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We obtained an understanding of the legal and regulatory frameworks that the company operates in, and identified the key 

laws and regulations that:  

• had a direct effect on the determination of material amounts and disclosures in the SFCR. These included Solvency II, 

UK Companies Act, Listing Rules and tax legislation; and 

• do not have a direct effect on the SFCR but compliance with which may be fundamental to the company’s ability to 

operate or to avoid a material penalty. These included Companies Act 2006 and related Company Law, compliance with 

the requirements of the Financial Conduct Authority (’FCA’), Prudential Regulation Authority (’PRA’), De Nederlandsche 

Bank (’DNB’) and the Swedish Financial Services Authority (’FSA’). 

 

We discussed among the audit engagement team including relevant internal specialists such as tax and actuarial specialists 

regarding the opportunities and incentives that may exist within the organisation for fraud and how and where fraud might 

occur in the financial statements. 

As a result of performing the above, we identified the greatest potential for fraud in the following area, and our procedures 

performed to address it are described below: 

• Expense Assumptions in the valuation of technical provisions: the expense assumptions require management to make 

significant judgments and estimates relating to the future expenses attributable to insurance contracts. As the expense 

assumptions are susceptible to manipulation by management, impacting its reported Own Funds, we determined that 

there was a risk of material misstatement due to fraud. The procedures performed to address the risk identified included: 

o Obtaining an understanding of relevant controls in place around management’s assumption setting 

processes at the group and divisional level; 

o With the involvement of actuarial specialists, evaluating the appropriateness of expense assumptions and 

methodology. Our assessment considered the reasonableness of forecasts for future periods with reference 

to the group’s internal and external business environments, the impacts of any planned management 

actions, and whether the assumptions have been subject to management bias; 

o Testing actual expenses in the year-ended 31 December 2025 and compared these to management’s 

previous forecasts to understand the predictive accuracy of management’s process; and 

o Assessing the mechanical accuracy of management’s underlying expense calculations, verifying that 

management’s selected methodology had been applied correctly. 

 

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of 

management override. In addressing the risk of fraud through management override of controls, testing the appropriateness 

of journal entries and other adjustments; assessing whether the judgements made in making accounting estimates are 

indicative of a potential bias; and evaluating the business rationale of any significant transactions that are unusual or outside 

the normal course of business. 

In addition to the above, our procedures to respond to the risks identified included the following: 

• reviewing SFCR disclosures by testing to supporting documentation to assess compliance with provisions of relevant 

laws and regulations described as having a direct effect on the Group SFCR; 

• performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material 

misstatement due to fraud;  

• enquiring of management and internal audit and in-house legal counsel concerning actual and potential litigation and 

claims, and instances of non-compliance with laws and regulations; and  

• reading minutes of meetings of those charged with governance, reviewing correspondence with the PRA and FCA, 

reviewing internal audit reports, and reviewing correspondence with the DNB and FSA. 
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Report on Other Legal and Regulatory Requirements 

Sectoral Information 

In our opinion, in accordance with Rule 4.2 of the External Audit Part of the PRA Rulebook for Solvency II firms, the sectoral 

information has been properly compiled in accordance with the PRA rules and UK law relating to that undertaking from 

information provided by members of the group and the relevant insurance group undertaking. 

Other Information 

In accordance with Rule 4.1 (3) of the External Audit Part of the PRA Rulebook for Solvency II firms we are also required to 

consider whether the Other Information is materially inconsistent with our knowledge obtained in the audit of Chesnara plc’s 

statutory financial statements. If, based on the work we have performed, we conclude that there is a material misstatement 

of this other information, we are required to report that fact.  

We have nothing to report in relation to this matter. 

Use of our Report 

This report is made solely to the Directors of Chesnara plc in accordance with Rule 4.1 (2) of the External Audit Part of the 

PRA Rulebook for Solvency II firms. We acknowledge that our report will be provided to the PRA for the use of the PRA solely 

for the purposes set down by statute and the PRA’s rules. Our audit work has been undertaken so that we might state to the 

insurer’s Directors those matters we are required to state to them in an auditor’s report on the relevant elements of the 

Group SFCR and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to 

anyone other than the Company and the PRA, for our audit work, for this report or for the opinions we have formed. 

 

 
 

 

Matthew Bainbridge FCA (Senior statutory auditor) 

 

For and on behalf of Deloitte LLP 

 

Statutory Auditor 

 

Leeds, United Kingdom 

 

13 May 2026
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Appendix – relevant elements of the Group Solvency and Financial Condition Report that are not subject to audit 

 

Group standard formula 

The relevant elements of the Group SFCR that are not subject to audit comprise: 

 

• The following elements of template IR.02.01.01 

- Row R0565 – Transitional (TMTP) - life 

 

• The following elements of template IR.22.01.21 

− Column C0030 – Impact of transitional measure on technical provisions 

 

• The following elements of Group template IR.23.01.04 

− Rows R0410 to R0440: Own funds of other financial sectors  

− Row R0690: Ratio of Eligible own funds to group SCR including other financial sectors and the undertakings included 

in D&A 

 

• Elements of the Narrative Disclosures subject to audit identified as ‘unaudited’. 
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A.1 Business 
A.1.1 Name and legal form 

Chesnara plc (‘Chesnara’) is the ultimate parent company of the Chesnara plc Group (‘the Group’) and is a UK based life 

and pensions consolidator that was established in 2004.  It has operations in the UK, Sweden, and the Netherlands.  

Chesnara is a public limited company, limited by shares, and its shares are admitted to trading on the London Stock 

Exchange. 

 

A.1.2 Name and contact details of the responsible supervisory authority  

The Prudential Regulation Authority (‘PRA’) is the Group supervisor for the insurance Group headed-up by Chesnara.  

Contact details for the PRA can be found on the following website: 

www.bankofengland.co.uk/pra 

 

A.1.3 Name and contact details of external auditor  

The Group’s external auditor is Deloitte LLP, Leeds, United Kingdom, and is responsible for the audit of the Group’s IFRS 

financial statements and the Group SFCR. The Group SFCR was not subject to audit during the year-ended 31 December 

2024 and all figures relating to that period are therefore marked as ‘unaudited’. The scope of the external auditor’s audit of 

the Group SFCR is described within its independent auditor’s report on pages 6-9. 

 

A.1.4 Shareholders and position within the Group 

The organisational structure of the Group is shown below as at 31 December 2025.  

 

 
 

The Company is limited by shares, the majority of which are owned by private and institutional investors. 

 

Chesnara plc has 100% ownership of Countrywide Assured Life Holdings Limited, Movestic Livförsäkring AB, Waard 

Schade N.V., and Scildon N.V.  It is the ultimate Group parent company, providing governance oversight to the UK, 

Swedish and Dutch divisions.  

http://www.bankofengland.co.uk/pra
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A.1 Business (continued) 
A.1.4 Shareholders and position within the Group (continued) 

 

UK business: Countrywide Assured plc is primarily a closed-book life and pensions operator with new business limited to 

single-premium onshore bonds. Countrywide Assured Life Holdings Limited is the intermediate holding company for the 

UK life and pension businesses. Countrywide Assured Services Limited provides services to subsidiaries, while 

Countrywide Assured Trustee Company Limited acts as trustee to Group pension schemes.  

 
The acquisition of the onshore individual protection line of business of Canada Life UK was initially executed through a 

reinsurance arrangement in 2023, and the Part VII transfer and migration of these policies took place on 23 February 2025. 

CA has entered into another agreement with Canada Life UK to acquire another closed portfolio of unit linked bonds and 

legacy pension business. This deal has also been initially executed by way of a reinsurance arrangement and will 

ultimately result in the transfer of c17,000 policies to CA plc in 2026.  

 

On 3 July 2025, the Group announced that it had entered into an agreement to acquire HSBC Life (UK) Ltd (subsequently 

renamed Chesnara Life (UK) Ltd), a specialist life protection and investment bond provider in the UK for a final 

consideration of £247m, from HSBC Bank plc. The transaction completed on 30 January 2026, when HSBC Life (UK) Ltd 

(subsequently renamed Chesnara Life (UK) Ltd) became a subsidiary of Chesnara plc, with final consideration of £247m. As 

such, the results from this business unit are excluded from the Group‘s 2025 year-end financial results. 

 

Movestic (Swedish business): Movestic Livförsäkring AB is the Swedish business which is open to new business and 

writes life assurance and pension business.  Movestic Fonder AB is an investment fund management company and 

subsidiary of Movestic Livförsäkring.  

 
Scildon (Dutch business): Scildon N.V., is open to new business and writes protection, individual savings and Group 

pensions. Waard Leven which operates as a closed book business, was merged into Scildon on July 1, 2025, while Waard 

Verzekeringen was dissolved on December 31, 2025. Robein Leven N.V. is a specialist provider of traditional and linked 

savings products, mortgages and annuities in the Netherlands. Waard Schade N.V continues to operate independently and 

is not material in size relative to the rest of Scildon. The merger of the Dutch businesses is expected to improve the SCR 

Operating Capital Generation of the Group in the short and longer term, as well as better supporting the needs of current 

and future customers. 
 
Luxembourg business: On 17 February 2026, the Group announced that it has entered into an agreement to acquire 100% 

of the issued share capital of Scottish Widows Europe SA, a Luxembourg-based closed life insurance business, from 

Scottish Widows Limited (a subsidiary of Lloyds Banking Group plc) for total cash consideration of €110 million, subject to 

adjustment in accordance with the provisions of the Sale and Purchase Agreement. The results associated with this 

business unit are not included in the 2025 year-end position, as the change of control remains subject to regulatory 

approval and is anticipated to occur in late 2026.  

 

A.1.5 Material lines of business and material geographical areas where business is carried out 

A.1.5.1 Management segments 
The principal activity of the Group consists of the acquisition, consolidation and servicing of long-term life insurance and 

pensions businesses.  At the year end, the Group comprised the following business segments: 

 

– ‘UK’: This segment represents the Group’s UK life insurance and pensions run-off portfolio, as well as a limited amount 

of new business which is almost entirely single premium onshore bond business. The portfolio includes linked pension 

business; life insurance business, covering both index-linked and unit-linked; endowment products; whole life 

assurance; term assurance; annuity; health insurance; reinsurance; and some with-profits business.  Some of the with-

profits business includes maturity guarantees, including guaranteed minimum pensions and guaranteed minimum 

fund values.  
 

– ‘Movestic’:  This segment (acquired in 2009) comprises the Group’s Swedish life and pensions business, Movestic 

Livförsäkring AB (‘Movestic’) and its subsidiary and associated companies, which are open to new business, and which 

are responsible for conducting both unit-linked pensions and savings business and providing some life and health 

product offerings.  Within the Swedish division, Movestic’s subsidiary, Movestic Fonder AB, performs investment fund 

management services, for which it receives related investment management fees.  
 

 

– ‘Scildon’: this segment, which was acquired in 2017, consists of the Group’s Dutch open-book life and pensions 

company and is responsible for writing and conducting protection, savings, and Group pension business. On 1 July 

2025, Scildon merged the Waard Group into its operations. which included closed-book Dutch life and general  
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A.1 Business (continued) 
A.1.5 Material lines of business and material geographical areas where business is carried out (continued) 

 

insurance business, and two servicing companies. The Waard Group business was closed to new business and its 

policy base is predominantly made up of term life policies, although also includes unit-linked policies and some non-

life policies, covering risks such as occupational disability and unemployment.  

 

– ‘Other Group activities’ comprise the functions performed by the parent company, Chesnara plc, including Group-level 

governance, financing, oversight and management activities, together with consolidation and elimination impacts 

arising from Group reporting.  
 

A.1.5.2 Significant intra Group transactions  

Chesnara plc undertakes centralised administration functions (predominantly for the UK business), the costs of which it 

charges back to its operating subsidiaries. During the years ended 31 December 2025 and 31 December 2024, the Company 

recharged £15.5m and £7.2m respectively, which effectively comprised a recovery of expenses at no mark-up.  

 

A.1.5.3 Solvency II lines of business 

Although the Group manages its business using the reporting segments referred to above, Solvency II introduces some 

pre-defined “lines of business”.  The table below provides some insight into the types of insurance the Group has written, 

as classified on a Solvency II basis, and how these map across to the reporting segments used by the Group to manage 

the business.  The Group contains policies classified as “Life insurance obligations” and “Non-life insurance obligations”.  

Non-life insurance obligations are shown as “Health insurance” in the table below.  All business is within the United 

Kingdom, Sweden and the Netherlands, as well as a small book of Norwegian policies included in the Movestic column 

below. 

 

                                                                                   Net technical provisions (SII measurement basis) 2025                      

Line of business 
UK Movestic  Scildon 

Other Group 

activities Total 

Geographical area UK Sweden Netherlands UK  

 £m £m £m £m £m 

Life insurance:      
With-profits insurance business 177.6 - 93.5 - 271.1 

Index-linked and unit-linked insurance 3,871.2  6,452.1  1,768.0  46.8  12,138.1 

Life annuities 45.1 - - - 45.1 

Other life insurance 33.0 3.0  557.1  - 593.1 

Total life insurance 4,126.9  6,455.1  2,418.6  46.8 13,047.4 

Health insurance:      

Health insurance 18.0 17.1  0.8 - 35.9  

Total health insurance 18.0 17.1  0.8  - 35.9 

Total 4,144.9 6,472.2  2,419.4  46.8  13,083.3 

 

 

                                                         Net technical provisions (SII measurement basis) 2024                      

Line of business 
UK Movestic  Scildon 

Other Group 

activities Total 

Geographical area UK Sweden Netherlands UK  

 £m £m £m £m £m 

Life insurance:      
With-profits insurance business 183.5 - 102.3 - 285.8 

Index-linked and unit-linked insurance 3,649.0  4,947.1  1,941.9  34.5  10,572.5 

Life annuities 48.9 - - - 48.9 

Other life insurance 27.6 2.6  543.1  - 573.3 

Total life insurance 3,909.0  4,949.7  2,587.3  34.5 11,480.5 

Health insurance:      

Health insurance 36.4 17.6  0.8 - 54.8  

Total health insurance 36.4 17.6  0.8  - 54.8 

Total 3,945.4 4,967.3  2,588.1  34.5  11,535.3 
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A.1 Business (continued) 
A.1.5 Material lines of business and material geographical areas where business is carried out (continued) 

A.1.5.3 Solvency II lines of business (continued) 

 

       Net premiums earned 2025 

 

Line of business UK  Movestic  Scildon Total 

Geographical area UK Sweden Netherlands  

 £'000 £'000 £'000 £'000 

Life insurance     

With-profits insurance business 0.6  - 1.1  1.7  

Index-linked and unit-linked insurance 209.8  1,513.7  119.4  1,842.9  

Other life insurance 40.7 3.7  96.9  141.3  

Total life insurance 251.1  1,517.4  217.4  1,985.9  

Health insurance     

Health insurance  2.9  1.9   - 4.8  

Total health insurance 2.9  1.9   - 4.8  

Total 254.0 1,519.3  217.4  1,990.7  

 

       Net premiums earned 2024  

 

Line of business UK  Movestic  Scildon Total 

Geographical area UK Sweden Netherlands  

 £'000 £'000 £'000 £'000 

Life insurance     

With-profits insurance business 0.8  - 1.3  2.1  

Index-linked and unit-linked insurance 184.2  1,087.2  126.2  1,397.6  

Other life insurance 12.3 3.8  83.7  99.8  

Total life insurance 197.3  1,091.0  211.2  1,499.5  

Health insurance     

Health insurance  4.2  1.9   - 6.1  

Total health insurance 4.2  1.9   - 6.1  

Total 201.5 1,092.9  211.2  1,505.6  

 

Underwriting performance in A.2.2 has been analysed by business segment as opposed to the Solvency II lines of 

business. 

 

Product mix within the material line of business 

Insurance with-profit participation: Most of the with-profits business resides in the two ring-fenced with-profits funds with 

the UK business – Save & Prosper Insurance WP and Save & Prosper Pensions WP.  Maturity guarantees apply to all of this 

business, including guaranteed minimum pensions and guaranteed minimum fund values.  There is also with-profits 

business in CA which is 100% re-insured with ReAssure Limited. 

 

Index-linked and unit-linked insurance: Within CA, Movestic and Scildon, this line of business makes up the vast majority 

of life insurance managed business across the Group.  Within CA, approximately two thirds of this relates to individual 

pensions contracts, along with a smaller proportion of Group money purchase schemes. There are also unit-linked 

products, including platform business.  In Movestic, unit-linked occupational pensions form the segment’s core policy 

base.  Scildon has both unit-linked and index-linked contracts, including a portfolio of Group pensions contracts. Following 

the merger of Scildon and Waard, the former Waard unit-linked and index-linked savings products are now held within 

Scildon (Robein, Brand New Day, Argenta, DSB and Hollands Welvaren portfolios).  

 

Life annuities: The majority of CA plc’s annuities exposure relates to the non-profit individual pension annuity business in 

the ex-CASLP book. In 2021, CA plc entered into a reinsurance arrangement with Monument Re to reinsure the vast 

majority of the remaining annuity liabilities, significantly reducing the Company’s exposure to longevity risk. 

Other life insurance: This line of business comprises a mixture of term assurance, annuity, endowment, and whole life 

assurance contracts. CA includes a small number of annuity and non-linked protection policies, alongside some single 

premium bonds, pensions, and SIPPs. 
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A.1 Business (continued) 
A.1.5 Material lines of business and material geographical areas where business is carried out (continued) 

 

Health insurance: The vast majority of health insurance business sits in the CA and Movestic books of business and relates 

to coverage for morbidity risks.  Product types include critical illness and income protection contracts with most of these 

being index-linked in nature. 

 

Accepted reinsurance: Accepted reinsurance comprises the Canada Life reinsurance arrangements that were entered into 

in May 2023 and December 2024 for term assurance contracts and onshore bond and pension contracts respectively. 

 

A.1.6 Significant business or other events that have occurred over the reporting period 

The Group analyses its significant business developments against its strategic objectives, culture, and values. The Group’s 

strategic objectives can be summarised in the diagram below: 
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An update on progress against each category has been provided below: 
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CAPITAL AND 

VALUE 

MANAGEMENT 

Summary for 2025 

 
UK:  

CA progressed its Transformation programme, consolidating policy administration, finance and 

investment processes onto a single platform, with four books migrated to SS&C in 2025 and the 

second acquired Canada Life onshore bond book (and associated Part VII) targeted for mid-2026. 

The business also executed a number of capital management actions, including mass-lapse 

reinsurance and an FX hedge to reduce US Dollar and Euro exposure. 

 

SWEDEN:  

Capital and value management outcomes were supported by strong positive net client cash flows 

and improved persistency, contributing to a 16% increase in Assets under Administration during 

2025, despite adverse currency movements. Growth reflects enhanced product offerings and 

distribution channels, with continued expansion of the partner ecosystem strengthening the 

sustainability and quality of capital generation. 

 

NETHERLANDS:  

In 2025, Scildon completed the merger with the Waard Group, creating a more scalable operating 

model and delivering efficiencies that support long-term value creation and capital sustainability. As 

part of its strategic focus on individual life solutions, Scildon exited the collective pension market 

through the sale of the portfolio to Allianz, enabling more efficient allocation of capital and 

resources to its core Dutch life insurance business. 
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A.1 Business (continued) 
A.1.6 Significant business or other events that have occurred over the reporting period (continued) 

Strategic focus (continued) 
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CUSTOMER 

OUTCOMES 

Summary for 2025 

 

UK:  

Delivery of good customer outcomes remained a core priority, focusing on service, competitive 

fund performance and fair value, supported by clear communications and proactive support for 

vulnerable customers. During the year, CA enhanced customer terms (including removing exit 

charges, capping low value policy charges, reducing risk charges and refreshing communications) 

and confirmed compliance with the March 2025 Operational Resilience requirements. 

 

SWEDEN:  

Customer outcomes were enhanced through continued product and service innovation in 2025, with 

increased adoption of individually-adapted solutions, including the “Movestic Freedom” retirement 

planning concept. Digital capabilities were further strengthened through the launch of new online 

tools and service enhancements, while customer and broker satisfaction remained strong, with 

survey results exceeding target levels. 

 

NETHERLANDS:  

Scildon continued to enhance its digital capabilities, with further improvements to its customer and 

advisor portals. These upgrades aim to simplify user experience and improve service delivery and 

are reflected in a positive eNPS score. 

 

GOVERNANCE 

 

UK:  

Strong governance and constructive regulatory relationships continued to support delivery of the 

Group’s strategic priorities, with an ongoing focus on maintaining robust governance frameworks. 

The UK business also contributed to the Group’s Sustainability Plan across key workstreams and 

supported publication of the Group’s first Climate Transition Plan in September 2025. 

 

SWEDEN:  

Movestic further strengthened its governance framework ahead of upcoming regulatory change, 

with revised Solvency II requirements to be implemented in Swedish law by 30 January 2027 and 

the EU AI Act applying in full from 2 August 2026, introducing enhanced expectations for capital, 

governance and the use of AI within insurance activities. The business remains compliant with the 

EU Digital Operational Resilience Act (DORA), implemented in 2025, with requirements embedded 

into ongoing operations. 

 

Movestic’s sustainability programme supports the Group’s strategy and commitments, guiding its 

sustainability efforts and targets. Movestic is outside of the scope of Corporate Sustainability 

Reporting (CSRD), and the company follows the development of the EU’s Omnibus proposal and its 

impact on other regulations. 

 

NETHERLANDS:  

The business remains materially compliant with DORA and continues to embed resilience practices 

into daily operations. Although Scildon falls outside the scope of mandatory Corporate 

Sustainability Reporting Directive (CSRD) reporting following the EU Omnibus proposals, we 

continue to monitor developments and adopt best practices where relevant. 

 

 A Climate Transition Plan has also been finalised, marking a significant step forward in Scildon's 

commitment to sustainability and responsible business practices.   
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A.1 Business (continued) 
A.1.6 Significant business or other events that have occurred over the reporting period (continued) 

Strategic focus (continued) 

 

ENHANCE VALUE 

THROUGH PROFITABLE 

NEW BUSINESS 

Summary for 2025 

 

UK:  

CA continued to generate positive new business profits from increased volumes of the on-platform 

onshore bond, with New Business Contribution of £3m (FY24: £2m) and Annual Premium Equivalent 

(APE) of £16m (FY24: £13m), supported by customer demand and market drivers including changes to 

personal tax allowances and inheritance tax on pensions from 2027. Distribution has broadened 

through enhanced adviser support and new platform partnerships, including AJ Bell Investcentre, 

with further launches expected in 2026. 

 

SWEDEN:  

Movestic continued to grow profitable new business in 2025, supported by expansion of the custodian 

distribution network and new partnerships, increasing custodian market share to 16% (FY24: 12%) and 

delivering New Business Contribution of £3m and APE of £136m. Growth was underpinned by greater 

distribution diversification, deepening partner relationships and continued expansion in life, health 

and occupational pension offerings, including entry into the Norwegian market. 

NETHERLANDS:  

Scildon delivered stable new business volumes in 2025 while improving new business margins, in a 

continued period of competitive market pressure, supported by a simplified product offering, 

enhanced customer experience and strong adviser engagement. Scildon achieved New Business 

Contribution of £6m (FY24: £2m) and increased term assurance market share to 12.5% (FY24: 10.6%), 

underpinned by targeted product innovation, including the Mortgage Term Lifestyle proposition, and 

reinforced by strong independent product ratings and industry recognition. 

 

 

 

 

 

 

 

 

ACQUIRE LIFE AND 

PENSIONS BUSINESS 

 

UK:  

The acquisition of Chesnara Life (formerly HSBC Life (UK)) represents a transformational step for the 

UK business, more than doubling policy numbers and adding £5bn of Assets Under Administration, 

strengthening the onshore bond and closed-book proposition. Following the transfer of control in 

January 2026, operations will be migrated to S&C Technologies with full integration into the UK 

business and a Part VII transfer expected by the end of 2027. 

 

SWEDEN:  

Movestic together with the Group team is continuously engaging with other market participants and 

investment bank advisors to understand and assess potential opportunities for inorganic growth in 

the market. 

NETHERLANDS:  

Scildon has continued to support the Group’s acquisition strategy by assessing M&A opportunities 

and processes, including due diligence activity, as appropriate  

 

BECOMING A 

SUSTAINABLE CHESNARA 

 

The Group’s strategy is underpinned by a commitment to sustainable value creation through the 

integration of environmental, social and governance considerations into decision-making. During the 

year, sustainability continued to be embedded across the business, supported by workforce 

engagement, remuneration incentives and the publication of the Group’s first Climate Transition Plan 

in September 2025, with climate-related risks and opportunities disclosed in line with TCFD 

requirements. 

 
 

 

 

 

 

 



A. BUSINESS AND PERFORMANCE 

CHESNARA PLC | SOLVENCY AND FINANCIAL CONDITION REPORT 2025    18 

 

 

A.1 Business (continued) 
A.1.6 Significant business or other events that have occurred over the reporting period (continued) 

Culture and values 

. 

C
U
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T
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S 

AREA OF FOCUS Summary for 2025 

Fair treatment of 

customers 

– UK: FCA Consumer Duty requirements were embedded during the year, supporting clear, concise 

customer communications and robust fair-value assessments. Accessibility enhancements were 

implemented across digital channels, alongside additional flexibility and targeted support 

measures for vulnerable customers 

– Sweden: Fair treatment of customers was promoted through the provision of personalised and 

flexible solutions designed to support long-term financial security. 

– Netherlands: In the Netherlands, Scildon continued to enhance its digital capabilities during the 

year, with further improvements to customer and adviser portals. Following the merger of Scildon 

and Waard, product portfolios were simplified and customer services further digitalised, with a 

clear focus on ensuring continuity of service and maintaining high-quality outcomes for customers 

throughout the integration period. 

– Where customer complaints arise, the Group have continued to manage them in accordance with 

the appropriate regulatory practice. The Group has closely monitored any regulatory 

developments to ensure we continue to treat our customers fairly in accordance with changing 

regulatory requirements. 

Responsible risk-

based management  
 

– The ORSA (Own Risk and Solvency Assessment) process is fully embedded across the Group. It 

provides a clear articulation of the Group’s risk appetite, ensures that strong risk oversight applies 

on an ongoing basis, and acts as a key input to inform risk-based decision making. 

– The Group has enhanced its Cyber Response Framework and performed simulation testing.  

– Delivered our continuous improvement regime regarding how we manage risk across the Group, 

supported by our annual systems of governance review. 

Competitive return 

to investors 

– Deliver competitive returns for shareholders through attractive dividends and share price growth.  

– Provide obligated coupon payments for debtholders.  

– Support consistent Operating Capital Generation by efficiently managing closed books and 

maintaining cost control.  

– Enhance long-term value by contributing to strategic acquisitions. 

Robust regulatory 

compliance 

– Maintain robust solvency levels across the Group and all divisions, above regulatory requirements.  

– Continue to place a high priority on compliance, maintaining an open dialogue with our regulators.  

– Continue to monitor forthcoming non-financial reporting frameworks to ensure they are 

implemented in line with their effective date. 

Maintain adequate 
financial resources 

– Deliver strong Operating Capital Generation to help fund the Group’s progressive dividend policy.  

– Maintain strong solvency / capital coverage comfortably above regulatory minimums.  

– Sustain operational and financial resilience so the business remains well-capitalised and 

financially secure for customers and regulators.  

– Apply disciplined cost control / efficient operations to protect the capital base and support stability. 
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A.2 Underwriting performance  
A.2.1 Introduction 

Sections A.2, A.3 and A.4 of this report require qualitative and quantitative information to be provided on various aspects 

of the performance of the Group.  Whilst this report in general provides information that is based on valuation rules 

required by the Solvency II reporting regime, sections A.2, A.3 and A.4 are required to be reported in accordance with the 

IFRS measurement basis as shown in the Group’s financial statements.  The disclosure rules of Solvency II require this 

information to be analysed by material line of business, as defined by the Solvency II rules.  However, as the Group is 

managed by business segment, rather than individual business lines, the underwriting performance has been presented in 

a format which is consistent with that disclosed within the Group’s financial statements.  

 

A.2.2 Underwriting performance 

The Group has interpreted underwriting performance as IFRS profit before tax, as reported in the Group’s financial 

statements. 

 

The table below summarises the underwriting performance of the Group by material business segment, in line with the 

presentation disclosed in the annual financial statements.  Business was written in the United Kingdom, Sweden and the 

Netherlands.  

 

                           Underwriting performance 2025   

UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Insurance service result  2.9 4.6 14.4 - 21.9 

Net investment result (section A.3 for detail) 29.3 1.2 26.4 (6.7) 50.2 

Fee, commission and other operating income 40.4 73.7 0.1 - 114.2 

Other operating expenses  (39.4) (74.9) (7.9) (33.9) (156.1) 

Financing costs   (0.1) (0.3) - (11.0) (11.4) 

Underwriting performance (IFRS profit before tax) 33.1 4.3 33.0 (51.6) 18.8 

 

 

                   Underwriting performance 2024  

UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Insurance service result  5.5 5.8 (2.7) - 8.6 

Net investment result (section A.3 for detail) 25.3 3.0 15.1 9.3 52.7 

Fee, commission and other operating income 37.4 65.5 0.3 1.0 104.2 

Other operating expenses  (39.8) (64.2) (7.6) (22.0) (133.6) 

Financing costs   (0.2) (0.4) - (10.5) (11.1) 

Underwriting performance (IFRS profit before tax) 28.2 9.7 5.1 (22.2) 20.8 
 

 

Insurance service result:  The insurance service result comprises the revenue and expenses from providing insurance 

services to policyholders and ceding insurance business to reinsurers and is in respect of current service only. Assumption 

changes are therefore excluded from the insurance result, unless the Contractual Service Margin (“CSM”) for a given 

portfolio of contracts falls below zero; thereby in a ‘loss component’ position. Economic impacts are also excluded from 

the insurance service result. 
 

Net investment result: The net investment result contains the investment return earned on all assets together with the 

financial impacts of movements in insurance and investment contract liabilities. 
 

Fee, commission and other operating income: The most significant item in this line is the fee income that is charged to 

policyholders in respect of the asset management services provided for investment contracts. There is no income in 

respect of insurance contracts on this line, as this is reported within the insurance result. 

 

Other operating expenses: Other operating expenses consist of costs relating to the management of the Group’s 

investment business, non-attributable costs relating to the Group’s insurance business and other certain one-off costs such 

as project costs. Other items of note are the amortisation of intangible assets in respect of investment business and the 

payment of yield tax relating to policyholder investment funds in Movestic, for which there is a corresponding income item 

within the fee income line.  

 

Financing costs: These comprise interest payable on borrowings and on reinsurance claims deposits included within 

reinsurance payables, calculated using the effective interest rate method. This predominantly relates to the cost of 

servicing the Tier 2 corporate debt notes which were issued in early 2022.  
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A.2 Underwriting performance (continued) 
 

Additional detail and aggregation of the Group’s life business (on a Solvency II basis) is presented in the QRT 05.03 (Section G) and summarised below. 

 

Index-linked and unit-linked insurance premiums rose 32% as claims fell 14%, while other life insurance saw the highest premium growth of 42% with a 6% claims reduction. 

Insurance with profit participation and Health insurance both experienced lower volumes, with premiums declining 17% and 21% respectively, though health claims dropped sharply 

by 39%. Lastly, Life annuities claims decreased by 4%. 

 

IR.05.03.02 – Life income and expenditure for year ended 31 December 2025 

 

 

 Insurance with 

profit 

participation 

Index-linked and 

unit-linked 

insurance 

Life annuities Non-life annuities 
Other life 

insurance 
Health insurance 

Total life and 

health 

  C0010 C0020 C0030 C0040 C0050 C0060 C0070 

 Income        
         

 Premiums written        

R0050 Net 1,763,493 1,842,975,248 - - 141,271,434 4,801,199 1,990,811,374 

         

 Expenditure        

         

 Claims incurred        

R0150 Net 32,340,089 1,079,638,938 3,079,239 - 95,676,507 22,593,983 1,233,328,756 

         

 Expenses incurred 

       

R0200 Net 4,173,887 72,146,958 563,916 - 36,395,713 312,639 113,593,113 

         

R0300 Other expenses       9,044,152 

         

R0440 Transfers & Dividends paid       42,029,105 
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IR.05.03.02 – Life income and expenditure for year ended 31 December 2024 

 

 

 

 

 Insurance with 

profit 

participation 

Index-linked and 

unit-linked 

insurance 

Life annuities Non-life annuities 
Other life 

insurance 
Health insurance 

Total life and 

health 

  C0010 C0020 C0030 C0040 C0050 C0060 C0070 

 Income        
         

 Premiums written        

R0050 Net 2,114,506 1,397,648,546 - - 99,725,247 6,073,876 1,505,562,175 

         

 Expenditure        

         

 Claims incurred        

R0150 Net 35,815,135 1,251,317,177 3,214,074 - 101,523,628 36,926,687 1,428,796,701 

         

 Expenses incurred 

       

R0200 Net 5,116,493 71,570,066 515,982 - 32,244,991 43,495 109,491,027 

         

R0300 Other expenses       7,163,715 

         

R0440 Transfers & Dividends paid       42,402,582 
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A.2 Underwriting performance (continued) 
A.2.3 Overall results commentary 

Group IFRS pre-tax profit of £19m is £2m lower than 2024 (£21m) with an improved insurance service result, offset by a 

positive but lower investment result and higher operating expenses. £26m of pre‑tax profit is attributable to UK 

policyholder tax and is included within the adjusted operating profit reconciliation in the 2025 ARA. 
 

Net insurance service result 

The net insurance service result comprises the revenue and expenses from providing insurance services to policyholders 

and ceding insurance business to reinsurers and is in respect of current and past service only.  

 

Assumption changes, relating to future service, are excluded from the insurance result (as they adjust the CSM), unless the 

CSM for a given portfolio of contracts falls below zero; thereby in a ‘loss component’ position. Economic impacts are also 

excluded from the insurance service result. 

 

The net insurance service result of £22m is broken down into the following elements:  

– gains from the release of risk adjustment and CSM of £23m (2024: £22m). These gains represent a consistent source 

of future profits for the Group.  

– losses of £1m (2024: £14m) caused by experience impacts and loss component effects where portfolios of contracts 

with no CSM have suffered adverse impacts that would otherwise be offset in the balance sheet if the CSM for those 

portfolios were positive. 
 

Net investment result 

The net investment result contains the investment return earned on all assets, together with the financial impacts of 

movements in insurance and investment contract liabilities. The investment result includes a £17m loss on the Group’s 

currency hedging arrangements (2024: £4m gain), which was offset by a £20m foreign exchange gain in the period, driven 

by sterling depreciation against the Swedish krona and the euro. 

Fee, commission and other operating income 

The most significant item in this line is the fee income that is charged to policyholders in respect of the asset management 

services provided for investment contracts. There is no income in respect of insurance contracts in this line, as this is all 

now reported in the insurance result.  

 

Total fee, commission and operating income in the year was £114m (2024: £104m) and was £76m net of Swedish 

policyholder yield tax (2024: £73m).  
 

Other operating expenses 

Other operating expenses consist of costs relating to the management of the Group’s investment contracts, non-

attributable costs relating to the Group’s insurance contracts and other certain one-off costs such as project costs and 

expenses relating to M&A activity.   

 

Other items of note are the amortisation of intangible assets in respect of investment business and the payment of yield 

tax relating to policyholder investment funds in Movestic, for which there is a corresponding offset within the fee income 

line.  

 

After removing the impacts of policyholder yield tax the other operating expenses in the year are £118m (2024: £103m). 
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A.3 Investment performance  
A.3.1 Investment performance  

The net investment result includes other components which can be broken down in the tables below.  

 

      Investment performance 2025 
                                                                                                                             

UK Sweden Netherlands 

Other 

Group 

activities Total 

 £m £m £m £m £m 

Total net investment return 421.0 129.1 105.8 (6.7) 649.2 

Net insurance finance (expenses)/income (106.8) (6.1) (78.5) -  (191.4) 

Net change in investment contract liabilities  (284.9) (59.4) (0.9) - (345.2) 

Change in liabilities relating to policyholders’ funds held by Group  - (62.4) - - (62.4) 

Total 29.3 1.2               26.4 (6.7) 50.2 

 

 

                                                                                        Investment performance 2024  
 

  
UK Sweden Netherlands 

Other 

Group 

activities Total 

 £m £m £m £m £m 

Total net investment return 380.7 666.6 229.5 9.3 1,286.1 

Net insurance finance (expenses)/income (95.3) (23.3) (213.6) -  (332.2) 

Net change in investment contract liabilities  (260.0) (479.6) (0.8) - (740.4) 

Change in liabilities relating to policyholders’ funds held by Group - (160.8) - - (160.8) 

Total 25.4 2.9 15.1 9.3 52.7 

 

Total net investment return: The investment performance of the Company is defined as the “total net investment return”, 

which can be summarised in the below tables:  

 

 

 Total net investment return 2025 

  

UK Sweden Netherlands 

Other 

Group 

activities Total 

 £m £m £m £m £m 

Interest revenue from financial assets not measured at FVTPL - - 0.2 - 0.2 

Net gains on financial investments mandatorily measured at FVTPL 397.5 66.1 83.3 (13.1) 533.8 

Net gains on financial investments designated as FVTPL 14.1 63.0 22.3 6.4 105.8 

Net gains from fair value adjustments to investment properties 9.4 - - - 9.4 

Total 421.0 129.1 105.8 (6.7) 649.2 

 

 

             Total net investment return 2024  
                                                                    

UK Sweden Netherlands 

Other 

Group 

activities Total 

 £m £m £m £m £m 

Interest revenue from financial assets not measured at FVTPL - 0.5 0.7 - 1.2 

Net gains on financial investments mandatorily measured at FVTPL 350.2 505.2 185.3 7.5 1,048.2 

Net gains on financial investments designated as FVTPL 16.6 160.9 43.7 1.8 223.0 

Net gains from fair value adjustments to investment properties 13.9 - (0.2) - 13.7 

Total 380.7 666.6 229.5 9.3 1,286.1 
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A.3 Investment performance (continued) 
A.3.1 Investment performance (continued) 

Net insurance finance (expenses)/income: This comprises the changes in the carrying amount of insurance contracts in 

respect of discounting, market impacts to policyholder unit values and changes in financial risk. It excludes any impacts 

from markets in respect of future annual management charges – these impacts instead go to the CSM in the balance sheet.  

 

Net change in investment contract liabilities: This comprises the change in the carrying amount of investment contract 

liabilities in respect of market impacts to policyholder fund values net of reinsurance.  

 

Change in liabilities relating to policyholders’ funds held by Group: This is the change in the carrying amount of a specific 

class of investment contract liabilities in Movestic in respect of market impacts to policyholder fund values. 

 

Some of the key movements in the investment market conditions of our divisions during the year are as follows: 

- FTSE All Share index increased by 20% (year ended 31 December 2024: increased by 6%);  

- Swedish OMX all share index increased by 10% (year ended 31 December 2024: increased by 6%); and 

- The Netherlands AEX all share index increased by 11% (year ended 31 December 2024: increased by 8%). 

 

A.3.2 Investment in securitisation 

The UK has immaterial exposures to securitised assets in certain collective investment schemes. As at 31 December 2025, 

£1.4m (31 December 2024: £2.2m) was invested in securitised assets. 

 

A.4 Performance of other activities 
The Group’s only activity is that of life insurance, health insurance and pension business.  There are no other activities that 

take place in the Group. 

 

A.5 Any other information 
There is no other information required to be disclosed regarding the performance of the business. 
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B.1 General information on the system of governance 
B.1.1 Governance structure 

Overview 

The overarching structure for Chesnara’s systems of governance consists of the Board, Board committees and executive 

committees.  

 

The Group governance structure is summarised in the diagram below: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The business units in the UK, Sweden and the Netherlands, with their own local governance structures and Boards, feed 

into the Group governance structure via quarterly Management Information submissions, quarterly business performance 

forecasts and reviews, quarterly risk reporting and annual local business plans.  

 

The Chesnara Board has a schedule of matters reserved for its consideration and approval, including corporate strategy, 

major acquisitions, investments and capital expenditure, and Board and Board committee composition and appointments. 

To support effective escalation from Chesnara’s major regulated subsidiary Boards, members of the Board also serve on 

key subsidiary Boards and committees across Chesnara’s business units. 
 
Chesnara Board responsibilities 

The Board of Directors, comprising both executive and non-executive directors, is collectively responsible for promoting 

the success of the Group by directing and supervising the Group's affairs.  Its role is to provide entrepreneurial leadership 

of the Group within a framework of prudent and effective controls which enable risks to be determined, assessed, and 

managed.  It sets the Group's strategic aims and provides leadership to maintain high standards of corporate governance 

and behaviour throughout the organisation.  It also sets the Group's values and standards and ensures that its obligations 

to its customers, investors and other stakeholders are understood and met. 

 

 

 

 

 

   

Chesnara Group Board 

Group Nominations & 

Governance Committee 

Group Sustainability 
Committee (GSC) 

Group Audit & Risk 

Committee 

(A&RC) 

 

Group 

Remuneration 
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Group Senior 

Leadership Team 

Group Asset & Liability 

Committee (ALCO) 
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B.1 General information on the system of governance (continued) 
B.1.1 Governance structure (continued) 

Sub-committees 

The Chesnara Board operates the following Board committees: 

 

– Chesnara Audit & Risk Committee: The role of the Chesnara Audit and Risk Committee is to assist the Board in fulfilling 

its oversight responsibilities by reviewing, monitoring, and where appropriate, making recommendations regarding:   

– the integrity of the financial and narrative statements and other financial information provided to investors and 

any other stakeholders as may be appropriate;  

– the integrity of the financial statements, public accountability reporting of the Group, any formal announcements 

relating to the Group's financial and sustainability performance, reviewing significant financial reporting 

judgements contained therein, and any other financial or quantitative information contained in documents which 

require Board approval.; 

– the adequacy and effectiveness of the Group’s systems of governance and internal control systems, including 

internal accounting, actuarial and financial controls;  

– risk exposures across the Group, including emerging risks and the financial risks to the Group from climate 

change, advising the Board around matters where such exposures do not appear to accord with the Group’s risk 

appetite statement;  

– the use of capital; 

– the quarterly risk reports produced by the Group Chief Risk Officer (GCRO) and similar reports produced by 

him/her in connection with a proposed acquisition or disposal;  

– proposed changes to the Group’s risk appetite statement where this is deemed appropriate, taking account of the 

current and prospective macroeconomic and financial environment;  

– disclosures to be included in the Annual Report in relation to internal control, risk management and the viability 

statement;  

– risk management responsibilities across the Group;  

– the independence and effectiveness of the External Auditors, including Internal Audit;  

– in respect of a major proposed acquisition or disposal, oversee a due diligence appraisal of the proposition prior 

to the Board taking a decision to proceed with a view to ensuring that the Board is aware of all material risks 

associated with the proposal.  

– Arrangements by which staff may raise concerns about possible improprieties in matters of financial reporting 

and other, wider matters; and 

– the processes for compliance with laws, regulations, ethical codes of practice, the UK Corporate Governance Code 

and the FRC Audit Committees and the External Audit Minimum Standard (FRC Minimum Standard).  
 

– Chesnara Remuneration Committee: The role of the Chesnara Remuneration Committee is to assist the Board in 

fulfilling its oversight responsibilities including but not limited to: 

– reviewing, monitoring, and where appropriate, making recommendations regarding the Group remuneration 

policy;  

– reviewing the design of all new share incentive plans and significant changes to existing share incentive plans 

(subject to the Listing Rules) for recommendation to the Board for approval and to shareholders where required; 

– overseeing any short-term and long-term incentive plans offered to individuals within the scope of the 

Remuneration Committee; 

– determining the policy for and scope of pension arrangements, service agreements, termination payments and 

compensation commitments, as relevant, for individuals within the scope of the Remuneration Committee, having 

regard to regulatory requirements; 

– setting remuneration principles for the Group; and 

– approving the terms of (and any material amendments to) the services contracts of the Board Chair, Chesnara 

Non-executive and Executive Directors’. 

 

– Chesnara Nominations and Governance Committee: The role of the Group Nominations and Governance Committee is 

to ensure appointments are appropriate and that Board members and executive committee members are ‘fit and 

proper’.  Its responsibilities include but are not limited to:  

– regularly reviewing the structure, size and composition of the Board, its Committees (in consultation with the 

Committee Chairs), the Directors and Senior Executives. 

– ensuring that there is a formal, transparent and rigorous procedure for appointments to the Board;   

– evaluating the skills, knowledge and experience of the Board;  

– ensuring the Board’s composition and balance are appropriate for the Group’s governance arrangements; and  

− giving full consideration to succession planning for directors and senior executives.  

 

There are the appropriate business unit Boards and committees in place to direct and oversee the relevant businesses 

which take account of the Group’s governance requirements as set out in the Group governance and responsibilities map 

as well as local regulations and good practice guidance. 
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B.1 General information on the system of governance (continued) 
B.1.1 Governance structure (continued) 

Senior management responsibilities 

The role and responsibilities of the key Chesnara Group members are summarised below: 
 

– Chair of the Chesnara Board: Responsible for: 

– chairing Board and general meetings; 

– leadership of the Board, ensuring its effectiveness on all aspects of its role, setting its agendas and reviewing its 

responsibilities; 

– upholding the highest standards of integrity, probity and corporate governance; 

– ensuring that there is appropriate delegation of authority from the Board to the Group CEO; 

– ensuring the provision of accurate, timely and clear information to Board Directors sufficient to enable the Board to 

make sound decisions, monitor effectively and provide advice to promote the success of the Group; 

– providing counsel and challenge to the Group CEO; 

– arranging the regular evaluation of the performance of the Board, its Committees and individual Board Directors; 

– facilitating the effective contribution of NEDs and ensuring constructive relations between Chesnara Executive 

Directors and NEDs; 

– maintaining open dialogue with shareholders and ensuring that shareholder views are shared with the Board; 

– ensuring that a properly constituted and comprehensive induction programme is available for new Directors; and 

– initiating an independent review of the effectiveness of the Board on a periodic basis. 
 

– Chesnara Board of directors:  Responsible for:  

– providing leadership of the Group within a framework of prudent and effective controls which enable risk to be 

assessed and managed; 

– setting the Group’s strategic aims, ensure that the necessary financial and human resources are in place for the 

Group to meet its objectives, and review management performance; and 

– setting the Group’s values and standards and ensuring that its obligations to its members and others are 

understood and met. 
 

– Chesnara non-executive directors (NEDs): NEDs bring "dispassionate objectivity" and in addition to the responsibilities 

of the Board directors they are required to:  

– constructively challenge and contribute to the development of strategy;  

– scrutinise the performance of management in meeting agreed goals and objectives and monitor the reporting of 

performance; and 

– satisfy themselves that financial information is accurate and that financial controls and systems of risk management 

are robust and defensible. 
 

– Chesnara Senior Independent Director:  As well as performing the role of a NED, the Senior Independent Director is 

required to: 

– act as ‘deputy’ to the Chair of the Board as and when required; 

– meet with the other NEDs, without the Chair being present at least once a year to appraise the Chair’s performance 

and on such other occasions as are deemed appropriate; 

– be available to shareholders in case they have concerns which cannot, or should not, be addressed by the Chair or 

Chesnara executive directors;  

– act on the results of any performance evaluation of the Chair; 

– maintain sufficient contact with major shareholders, when requested, to understand their issues and concerns 

thereby assisting the Board to develop a balanced understanding; 

– attend the Chesnara's AGM and be available for discussion with shareholders;  

– act as a sounding Board for the Chair; and  

– act as a focal point through whom the NEDs, individually or collectively, may express any concerns. 
 

– Designated Workforce NED:  Provides a focal point for the Board to perform its collective activity in engaging with the 

UK workforce, excluding those employed by the Outsource Service Providers (‘OSPs’). The role is primarily to help 

ensure that the views and concerns of the UK workforce are brought to the Board and taken into account during the 

exercise of its duties, with a secondary focus on the non-UK workforce through discussions with HR/Executives in 

overseas operations. Responsible for:  

– being visible and accessible to the UK workforce; 

– understanding the views and concerns of the UK workforce; 

– being aware of views and concerns arising in the non-UK workforce where these are not specific to the territory 

concerned; 

– articulating workforce views and concerns in Board meetings; 

– ensuring the Board, and in particular the executive directors, take appropriate steps to evaluate the impact of 

proposals and developments on the workforce and consider what steps should be taken to mitigate any adverse 

impact;  

– feeding back to the UK workforce on Board actions and plans if required/appropriate; and 

– giving consideration to the workforce concerns of both Chesnara and a potential target with regard to the Group’s 

acquisition activities. 
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B.1 General information on the system of governance (continued) 
B.1.1 Governance structure (continued) 

– Group Chief Executive Officer (Group CEO):  The Board has delegated to the Group CEO the management of the Group, 

apart from those matters reserved to the Board.  The Group CEO reports directly to the Board and is a member of the 

Board as well as the Senior Leadership Team (‘SLT’) and Asset & Liability Committee (“ALCO”).  The Group CEO’s 

main responsibilities are: business strategy and management; investment and financing; risk management and 

controls; and ensuring effective communication with employees, regulators, financial institutions, investors, 

government bodies, industry bodies, third-party advisors and the media. 

 

– Group Chief Financial Officer (Group CFO):  The Group CFO oversees all financial aspects of Group strategy and 

financial management and ensures the flow of financial information to the Group CEO, the SLT, the Board and, where 

necessary, external parties such as investors or financial institutions.  The Group CFO is a member of the Board and 

SLT. 

 

– Group Chief Risk Officer (Group CRO): Is a member of the SLT and operates independently across the Group’s 

businesses. They oversee the Group-wide risk management system, processes and reporting, including reporting to the 

Group’s governance committees, in particular the Chesnara A&RC. This includes reporting on the Group’s risk 

exposures relative to its risk appetite and tolerance, and the extent to which the risks inherent in any proposed business 

strategy and plans are consistent with the Board’s risk appetite and tolerance. The Group CRO provides risk oversight 

of all aspects of Group strategy and financial management, including providing relevant information to the Group CEO, 

the SLT and the Board. The Group CRO attends the Chesnara Board and Chesnara A&RC and is a member of both the 

Group Sustainability Committee and Asset and Liability Committee (ALCO).  Historically, the holder of the Group CRO 

role also had oversight of certain first line actuarial activities. This first line actuarial oversight has since been separated 

from the CRO remit and is now the responsibility of a newly created Group Chief Actuary role.  
 

– Group General Counsel:  A member of the SLT responsible for: 

– providing strategic legal advice supporting the CEO, Boards and Executive Team; 

– advising the Boards and the Executive on the regulatory, commercial and legal risks to enhance decision making 

and delivery; 

– developing and managing relationships with brokers, insurers and external law firms; 

– providing the necessary support and legal input on all transactions and contractual negotiations, responsible for 

protecting the interests of the Company and ensuring proper due diligence is undertaken; 

– responsible for the applicable Group/UK Company policies providing strategic support to the Chief Executive and 

the SLT in matters relating to legal compliance, ensuring policies and processes in this area are fit for purpose; and 

– keeping under close review all legislative and regulatory developments that might affect the Group’s operations and 

ensuring the Board and its committees are fully briefed on these and that it has regard to them when taking 

decisions; 

 

– Group Company Secretary (Group CoSec):  The Group  CoSec is a member of the SLT and is responsible for: - 

– applicable Group/UK Company policies providing strategic support to the Chief Executive and the SLT in 

matters relating to governance and compliance, ensuring policies and processes in this area are fit for 

purpose; 

– ensuring the smooth running of the activities of the Board and Board committees, advising on Board 

procedures and ensuring the Board follows them; 

– keeping under close review all corporate governance developments that might affect the Group’s operations 

and ensuring the Board and its committees are fully briefed on these and that it has regard to them when 

taking decisions; 

– ensuring effective and best practice governance processes for the Boards and their Committees and the 

efficient administration of the SLT meetings or similar bodies as appropriate; 

– ensuring, where applicable, that all required standards and/or disclosures are observed and, where required, 

reflected in the Annual Report & Accounts; 

– inducting new Board directors into the business, their roles and their responsibilities; 

– making arrangements for, and managing the process of, the Annual General Meeting and establishing, with 

the Board’s agreement, the items to be considered at the Annual General Meeting; and 

– actioning all regulatory announcements as required; and 

– ensuring the website content is accurate, complete and compliant with all internal and external requirements. 
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B.1 General information on the system of governance (continued) 
B.1.1 Governance structure (continued) 

 

– Chair of the Audit & Risk Committee: The committee chair reports formally to the Board on its proceedings after each 

meeting on all matters within its duties and responsibilities and also formally reports to the Board on how it has 

discharged its responsibilities.  This report includes: the significant issues that it has considered in relation to the 

financial statements and how these were addressed; the assessment of the effectiveness of the external audit process 

and its recommendations on the appointment or re-appointment of the external auditor; Internal Audit 

recommendation; Solvency II reporting and review of the ORSA (Own Risk and Solvency Assessment); and any other 

issues on which the Board has requested the opinion of the committee. 

 

– Chair of the Remuneration Committee: The committee chair reports formally to the Board on its proceedings after each 

meeting on all matters within its duties and responsibilities and also formally reports to the Board on how it has 

discharged its responsibilities.  This report includes: the determination of the remuneration of the Board Chair, 

Chesnara executive directors and the Group CEO’s direct reports; the ongoing appropriateness and relevance of the 

Chesnara remuneration policy; the design of, and targets for, any performance related pay schemes operated within 

the Group and the total annual payments made under such schemes; and any other issues on which the Board has 

requested the opinion of the committee. 
 

– Chair of the Nominations & Governance Committee: The committee chair reports formally to the Board on its 

proceedings after each meeting on all matters within its duties and responsibilities and also formally reports to the 

Board on how it has discharged its responsibilities.  This report includes: its consideration of the structure, size and 

composition of the Board, its committees, the directors and senior executives; diversity, including the skill mix, 

regional and industry experience, background and gender of directors; succession planning for directors and senior 

executives; governance practices and procedures, to ensure they remain appropriate and reflect best practices and 

principles; the annual re-election by shareholders of any Board director under the retirement by rotation provisions in 

Chesnara's Articles of Association and any matters relating to the continuation in office of any Board director and the 

appointment of any Board director to executive or other office other than to the positions of Chair and Group CEO. 
 

– Management of subsidiary companies: The Group conducts its core business activities through a number of Subsidiary 

legal entities, organised into separate business units. The Board of each business unit will be comprised of an 

appropriate number and mix of executives and NEDs relevant to the business activities transacted. In addition, 

responsibility for apportionment of significant responsibilities amongst the business unit’s directors and senior 

management and overseeing the establishment and maintenance of systems and controls, will be allocated to an 

appropriate individual. 

 

B.1.2 Material changes in the systems of governance 

There have been no significant changes in the Group’s overall system of governance during the year although there has 

been the following change within the Group within the year: 

– The Waard business was integrated into Scildon N.V and the associated legal merger was completed at the start 

of July 2025 and the emergent Dutch business unit resumed trading under the Scildon brand.  

– Waard Verzekeringen B.V. was dissolved on 31 December 2025. 

The Group continues to invest time and resources into ensuring that the governance structures in place remain fit for 

purpose for the evolving landscape in which the Group operates. 

 

B.1.3 Information on the remuneration policy 

B.1.3.1 Group remuneration principles 

The Group’s principles on remuneration, which underpin the remuneration policies across the Group, have been 

summarised below and more detail can be found in the current Remuneration Policy on the Company website Chesnara  

Remuneration Policy 2023 or on p114 of the 2022 Annual Report Chesnara Annual Report 2022 , its approval having been 

secured by shareholder vote at the 2023 AGM.  The principles have been developed with recognition that remuneration 

policies and schemes are essential to attract, motivate and retain high calibre resource with the required skills and 

experience needed for their role and to contribute to the success of the Group.  The Group’s principles have also been 

designed recognising that the approach to remuneration needs to promote sound, prudent and effective management of 

its business. 
 

Group remuneration principles: 

– Remuneration will be aligned to the business and risk management strategy and take account of the long-term interests 

of the business; 

– Remuneration policies and schemes will take into account all roles that involve significant influence and/or risk taking; 

– Remuneration schemes will consider an appropriate balance between fixed, variable and deferred remuneration to 

promote good risk behaviours and avoid conflicts of interest; 

– Governance and oversight will be provided by a Remuneration Committee, or such similar body/individual as 

designated by the appropriate Board;

https://www.chesnara.co.uk/~/media/Files/C/Chesnara-Plc-V2/documents/reports/remuneration-policy-2023-as-approved-at--the-AGM-16052023.pdf
https://www.chesnara.co.uk/~/media/Files/C/Chesnara-Plc-V2/documents/reports/remuneration-policy-2023-as-approved-at--the-AGM-16052023.pdf
https://www.chesnara.co.uk/~/media/Files/C/Chesnara-Plc-V2/documents/reports-and-presentations/financial-reports/2022/chesnara-annual-report-2022-vF.pdf
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B.1 General information on the system of governance (continued) 
B.1.3 Information on the remuneration policy (continued) 

 

– Remuneration policy will be adequately disclosed to all relevant stakeholders; and 

– Remuneration policy will comply with the Solvency II Directive, including the local regulator’s interpretation of 

Solvency II. 

 

B.1.3.2 Chesnara directors’ remuneration policy 

The directors’ remuneration policy has been summarised on the following pages.  It was developed having full regard to 

the Group’s remuneration principles and also the remuneration requirements imposed on the Company as a result of 

being listed on the London Stock Exchange.  The summaries on the subsequent pages reflects the policy approved by 

shareholders at the 2023 AGM and has been used to summarise how the remuneration policies applying to other staff 

members across the Group differ to this policy. In line with requirements, a reviewed policy as below is being presented to 

shareholders for approval at the 2026 AGM, the Remuneration Committee having reviewed the Policy both in the context 

of evolving UK practices and the evolution of the Group to ensure that it continues to motivate and retain the existing 

executive directors as well as providing sufficient headroom in the event of the Group’s continued growth. 

 
 

Executive director remuneration policy 

Purpose and link to 

strategy 

Operation Performance measures 

and maximum 

Changes from 

previous policy 

Base salary (fixed component of pay)  

To recruit 

and retain individuals 

with the skills and 

experience needed 

for a given role in 

which they will 

contribute to the 

success of the 

group.  

In setting basic salaries for new executive roles, or 

reviewing the salaries for existing roles, the Committee 

will take into account, as it considers appropriate, some 

or all of the following factors:  

– assessment of the responsibilities of the role;   

– the experience and skills of the jobholder on their 

commencement and their development in it at the 

review point;  

– the group’s salary budgets and results;   

– the jobholder’s performance;  

– with the use of periodic benchmarking exercises, 

the external market rates for roles of a similar 

size and accountability;   

– inflation and salaries across the company; and  

– the balance between fixed and variable pay to help 

ensure good risk management disciplines.   

Where a new appointment is made, pay may be initially 

below that applicable to the role and then may increase over 

time above an inflationary level subject to satisfactory 

performance and development in the role.  

Salaries are usually reviewed annually.  There may be 

reviews and changes during the year in exceptional 

circumstances (such as new appointments to executive 

positions or significant changes in a jobholder’s 

responsibilities).   

Changes to 

responsibilities, 

increased complexity 

of the organisation, 

personal and group 

performance are taken 

into consideration 

when deciding 

whether a salary 

increase should be 

awarded.  

 

Minor wording 

updates for clarity. 

Taxable benefits   

To recruit 

and retain individuals 

with the skills and 

experience needed 

for a given role in 

which they will 

contribute to the 

success of the group 

and to reduce the 

potential for ill health 

to undermine 

executives’ 

performance.  

The Committee sets benefit provisions at an appropriate 

market-competitive level.  

Executives currently receive life assurance, a company car, 

fuel benefit and private medical insurance. A cash equivalent 

may be paid in lieu of car and fuel benefits.  

  

Other appropriate benefits may be provided from time to 

time. Benefits may be changed in response to changing 

circumstances, whether personal to an executive or 

otherwise., When an executive is required to relocate to 

perform their role, they may be 

offered appropriate relocation allowances.   

Executive directors are eligible to participate in the 

Company’s all-employee share schemes on the same terms 

as other colleagues. 

 

No performance 

measures attached. 

Minor wording 

updates for clarity. 



B. SYSTEM OF GOVERNANCE  
  

CHESNARA PLC | SOLVENCY AND FINANCIAL CONDITION REPORT 2025    31 

B.1 General information on the system of governance (continued) 
B.1.3 Information on the remuneration policy (continued) 

B.1.3.2 Chesnara directors’ remuneration policy (continued) 

Executive director remuneration policy (continued) 

Purpose and link to 

strategy 

Operation Performance measures and 

maximum 

Changes from   

previous policy 

Pensions  

To recruit 

and retain individuals 

with the skills and 

experience needed 

for a given role in 

which they will 

contribute to the 

success of the group 

and to encourage 

responsible provision 

for retirement.  

The executives can participate in a 

defined contribution pension 

scheme with employer contributions at 

the same level as available to the wider 

employee population in the executives’ 

home location, which is currently 9.5% of 

basic salary in the 

UK.  Executives may elect to receive a 

cash allowance in lieu of pension. 

No performance measures 

attached. Maximum pension 

contribution expressed as a 

percentage of basic salary to be 

the same as that awarded to other 

UK staff. 

 

Minor wording changes for 

clarity. 

Short-term incentive scheme (STIS)   

To drive and reward 

achievement of the 

Group’s business 

plan and key 

performance 

indicators. To help 

retention and align 

the interests of 

executives with those 

of shareholders. 

Awards are based on the Committee’s 

assessment and judgement 

of performance against specific targets 

and objectives in support of the group’s 

business plan. These are assessed over 

each financial year.    

Provided the minimum performance 

criteria is judged to have been achieved, 

an award will be granted in two parts; at 

least 35% into deferred share awards 

which will vest after a three-year deferral 

period making a total of four years after 

the award grant; and the balance in 

cash. Bonus deferral may be reduced or 

waived for executive directors who have 

met their shareholding requirement.   

 

Dividend equivalents accrue in cash with 

interest thereon in respect of the deferred 

share awards between the date the award 

is granted and the date exercised.  

It is the intention of the Committee to 

grant awards annually and the 

performance criteria will be set out in the 

corresponding Remuneration Report.  

The STIS includes malus and clawback 

provisions.  

Performance is measured based 

on the financial results of the 

group and its strategic 

priorities.  The main weighting is 

given to financial results. 

 

The Committee determines the 

measures, their weighting and the 

targets for each financial year.   In 

2026, these will comprise a cash 

generation metric, a value growth 

metric, and a range 

of strategic measures assessed via 

a   strategic scorecard.  

 

STIS targets are commercially 

sensitive and therefore are 

not disclosed prospectively.  Actual 

targets and results will 

be disclosed in the Annual 

Report immediately following each 

performance period.  

 

The maximum available 

opportunity is 175% of basic salary 

for the Group CEO and 150% for 

the Group CFO.  

 

The Committee may 

substitute, vary or waive the 

performance measures in 

accordance with the scheme rules 

and will document its use of such 

discretion for the purposes of 

transparency.  

 

Increase in the maximum 

available opportunity from 

100% of basic salary to 

175% of basic salary for 

the Group CEO and 150% of 

the basic salary for 

the Group CFO.   

 

In 2026, it is proposed to 

implement an opportunity 

for both the Group CEO 

and Group CFO of 150% 

of basic salary.  

  

Updated to flexibility to 

reduce or remove bonus 

deferral for executive 

directors who have met 

their shareholding 

requirement if the 

Committee considers this 

necessary to ensure 

continued competitiveness 

with the market as practice 

evolves in this area.  
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B.1 General information on the system of governance (continued) 
B.1.3 Information on the remuneration policy (continued) 

B.1.3.2 Chesnara directors’ remuneration policy (continued) 

Executive director remuneration policy (continued) 

Purpose and link to 

strategy 

Operation Performance measures and 

maximum 

 

Long-term incentive plan (LTIP)   

To incentivise the 

delivery of the longer-

term strategy of the 

group by the setting of 

stretching targets 

based on shareholder 

value, and to help 

to retain executives and 

increase their share 

ownership in the 

company.  

Awards are made under a performance 

share plan, with nil price.  Awards normally 

vest based on performance over a period 

of not less than three years, unless the 

Committee determines otherwise.  

 

Dividend equivalents accrue in cash with 

interest thereon in respect of the share 

awards between the date the award is 

granted and the date of exercise. 

  

It is the intention of the Committee to grant 

awards annually and the performance 

criteria will be set out in the corresponding 

Remuneration Report.   

 

A 2-year holding period applies after the 

vesting date  

 

Awards are subject to malus and clawback 

provisions.  

Awards vest based on 

financial and/or strategic 

performance conditions 

which are aligned to the 

Company’s strategy. At least 

50% of the assessment will 

be based on financial 

metrics.  

 

The Committee may 

substitute, vary or waive the 

performance measures in 

accordance with the Scheme 

Rules and will document its 

use of such discretion for the 

purposes of transparency.  

 

The Committee has the 

discretion to amend the 

formulaic vesting level if it 

considers that it does not 

reflect the underlying 

performance of the 

Company.  

 

The maximum award is up 

to 250% of basic salary for 

the Group CEO, and 200% of 

basic salary for 

the Group CFO, with each 

participant being assigned a 

personal maximum to 

be disclosed in the 

corresponding Remuneration 

Report with each award 

made. 

Updated to allow more 

flexibility in the choice of 

performance measures going 

forward, including 

incorporation of non-financial 

measures.  

  

Increase in the maximum 

available opportunity from 

125% of basic salary for 

the Group CEO 

and Group CFO to 250% of 

basic salary for 

the Group CEO and 200% of 

the basic salary for 

the Group CFO.  

 

In 2026, it is proposed to 

implement an opportunity for 

the Group CEO of 175% 

of basic salary, and for 

the Group CFO of 150% 

of basic salary.   

 

 

 

 

 

 

Non-executive directors’ remuneration 

  
 

Fees and expenses  

To recruit 

and retain independent 

individuals with the 

skills, experience and 

qualities relevant to 

the non-executive role 

and who are also able 

to fulfil the required 

time commitment.  

Fees for the Chair are determined and 

agreed with the board by the Committee 

(without the Chair being party to this 

deliberation).  Non-executive director fees 

are determined by the Chair and the 

executives.   

Fees are reviewed annually. In their setting, 

consideration is given to market data for 

similar roles in companies of comparable 

size and complexity whilst also taking 

account of the required time commitment.  

All non-executive directors are paid a base 

fee.  Additional fees may be paid to the 

Senior Independent Director, the chair and 

members of Board Committees and to 

other non-executive directors to 

reflect additional time commitments and 

responsibilities required by their individual 

roles.  

 Fees for the Chair and non-

executive directors are not 

performance related.  

 

Increases may differ from 

those awarded to executives 

and / or other employees.  
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B.1 General information on the system of governance (continued) 
B.1.3 Information on the remuneration policy (continued) 

B.1.3.2 Chesnara directors’ remuneration policy (continued) 

Why these performance measures were chosen and how performance targets are set 

STIS - The performance measures for the STIS reflect the main financial contributors to sustaining returns for shareholders 

and the Group strategic objectives. This ensures that executives are incentivised on the important deliverables needed to 

support the business plan and strategy. The Committee determines the measures, their weighting, and the targets for each 

financial year. The measures will be based upon the most relevant taken from a selection which may include, but are not 

limited to, costs, IFRS pre-tax profit, EcV operating profit, cash generation, Group objectives, including consideration of 

environmental, social and governance risks and performance, and personal objectives. Where relevant, targets will be set 

with reference to Board approved budgets. The maximum potential award requires significant outperformance against the 

targets set. 

 

LTI Plan - The performance measures for the LTIP have been selected for their alignment to shareholder interests using 

absolute measures (growth in Group EcV and core surplus emergence) and a comparative measure (Total Shareholder 

Return (TSR)). The measures and targets are set by the Committee, and the maximum potential award for the absolute 

measures require significant outperformance of budgeted targets. The TSR measure uses the FTSE 350 Higher Yield Index 

over a 3-year period with averaging during the first and last month or an appropriate substitute. 

 

In setting targets for both schemes, the Committee exercises its judgement in an effort to align the stretch in the targets 

with the Company’s risk appetite. Full details of the performance measures, weightings, targets, and corresponding 

potential awards are set out in the annual Directors’ Remuneration Report (DRR). The Committee can exercise discretion 

when determining outcomes as opposed to relying solely on formulaic outturns and utilises assurance inputs in so doing. 

It did not use discretion in 2025. 

 

The Policy table notes that all of the financial targets for the STIS and LTIP are commercially sensitive, but the Committee 

has determined to disclose prospective threshold targets as seen in the DRR. 

 

STI Scheme 

(i) Award is part cash and part share award which is deferred for a further 3 years. Currently the award is structured 

65% cash and 35% deferred shares. This is provided that the total award to a participant is at least £20,000, 

otherwise the award is 100% cash with no deferral. The Committee may increase the weighting for the share award 

and adjust the de-minimis amount.  

(ii) Awards may be subject to malus provisions which will reduce the number of shares or cash amounts payable on 

vesting in circumstances including:  

• the discovery of a material misstatement in the accounts of the Company or another member of the Group;  

• a regulatory breach by the Group resulting in material financial or reputational harm;  

• the discovery of an error in the assessment of the extent to which a performance target applicable to a 

participant’s Cash Award has been satisfied;  

• action or conduct of the participant amounting to fraud or gross misconduct;  

• events or behaviour of the participant leading to the censure or reputational damage to a Group member;  

• a material failure of risk management of the Company, a Group member, or a business unit of the Group; or  

• insolvency or corporate failure of the Company or any Group member or business of the Group for which the 

participant is wholly or partly responsible. 

 

In determining the reduction which should be applied, the Committee shall act fairly and reasonably but its decision shall 

be final and binding. For the avoidance of doubt, any reduction may be applied on an individual basis as determined by 

the Committee.  

 

Cash and deferred share awards are subject to a 2-year clawback provision in substantially the same circumstances as 

apply to malus (as described above) for a period of two years after vesting. Clawback may be affected, among other 

means, by requiring the transfer of shares back to the Company or as it directs, or by a cash payment. 

 

It is the intention of the Committee to make a new award each year.
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B.1 General information on the system of governance (continued) 
B.1.3 Information on the remuneration policy (continued) 

B.1.3.2 Chesnara directors’ remuneration policy (continued) 

Why these performance measures were chosen and how performance targets are set (continued) 

LTI Plan 

(i) In making a new award, the Committee will determine the measures, their weighting, and targets to maintain a clear 

focus on longer-term strategic aims;  

(ii) Includes a malus provision. Notwithstanding any other provision of the Rules, the Committee has the power to, at 

any time before an award has vested, reduce the number of shares subject to the relevant award or any cash 

amounts which may be paid pursuant to the relevant award (including to nil) in the circumstances of those set out 

under point (ii) above for the STIS;  

(iii) A 2-year clawback provision applies in substantially the same circumstances as apply to malus. Clawback may be 

affected, among other means, by requiring the transfer of shares back to the Company or as it directs, or by a cash 

payment; and  

(iv) It is the intention of the Committee to make a new award each year. 

 

Minimum shareholding requirement 

In order to align the executives’ interests with those of shareholders, a minimum shareholding requirement (the ‘MSR’) 

applies of 200% of salary. Both salary and shareholding values are calculated before tax. The requirement is expected to 

be achieved within five years of appointment. It may be achieved by participating in the Company’s share plans and the 

Committee may, in assessing progress towards the minimum, take into account vesting levels and personal 

circumstances. Aside from shares that are chosen to be sold to pay for income tax and National Insurance liabilities, 

shares awarded under the STIS and LTIP schemes must be retained if the minimum shareholding has not yet been met. 

When the minimum holding level has not been achieved, directors may only dispose of shares where funds are received to 

discharge any income tax and National Insurance liabilities arising from awards received from a Chesnara incentive plan. 

The chair and non-executive directors are encouraged to hold shares in the Company but are not subject to a formal 

shareholding guideline.  

 

Post-employment provisions exist which require a departing executive to retain a post-employment minimum 

shareholding being the lower of the Executive Director’s Attained Shareholding and 200% of the value of their Final Basic 

Salary, less Shares bought by the executive during employment from their own resources. For joiners before 1 May 2021, 

for a period of 12 months commencing on the date of departure this is equal to the lower of 100% of final basic salary on 

departure or the level of shareholding attained on the date of departure. For a subsequent period of 12 months, the post-

employment minimum shareholding to apply is equal to the lower of 50% of final basic salary on departure or the level of 

shareholding attained on the date of departure. These lower levels apply to only one individual and who stood down as a 

director in May 2023. 

 

Both salary and shareholding values are before tax and shares bought by the executive in the open market and from their 

own resources are not subject to the post employment provision. 

 

With only two executives, the Committee is taking an approach to enforcement of the Policy which it considers to be 

proportionate. Executives will be required to attest to comply with the Policy as part of accepting an award. 

 

Expenses 

In line with the Company’s Expenses Policy, all directors may receive reimbursement of reasonable expenses incurred in 

connection with Company business, including settling any tax incurred in relation to these. 
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B.1 General information on the system of governance (continued) 
B.1.3 Information on the remuneration policy (continued) 

B.1.3.3 Remuneration policy as applied to other members of staff  

The following table outlines any differences in the Company’s policy on executive director remuneration from other 

employees of the Group. 

 

Remuneration 

element 

Difference in policy 

Salary and fees There are no differences in Policy. The Committee takes into account the Company’s overall salary budget and 

percentage increases made to other employees. It also sets the remuneration for senior management, that being the 

first layer of management below Board level. 

All taxable 

benefits 

There are no differences in Policy although the benefits available vary by role and jurisdiction. For example, executive 

cars and health insurance benefits are broadly consistent with the equivalent benefits when offered to other UK 

personnel but executives receive a fuel allowance which is a benefit not offered to other staff who receive a car 

allowance. 

Annual bonus This is an integral part of the Company’s philosophy with all UK employees below Board level being eligible to 

participate in a bonus scheme which is based on personal performance and achievement of financial targets. The CEO 

in Sweden participates in annual bonus schemes which reflect the achievement of business targets and personal 

goals. In line with Swedish regulation, part of the payment of this bonus is deferred. Other employees in Sweden no 

longer participate in a bonus scheme although there remains some roll-off of deferred elements of past 

arrangements. There is no bonus scheme for the Dutch businesses.  

Long-term 

plans 

Only a small number of Chesnara’s executives and individuals in positions of significant influence are currently 

entitled to participate in the long-term plans as these are the roles which have most influence on, and accountability 

for, the strategic direction of the Group and the delivery of returns to shareholders. This may be reviewed as 

appropriate in the light of growth and/or other changes in the Company. 

Pension There are no differences in Policy and the level of contribution made by the Company to executives is the same as 

that offered to other UK employees. 

SAYE The Company operates a Save As You Earn (SAYE) share scheme in the UK. This is a tax efficient, HMRC-recognised, 

all-employee scheme in which executive directors are eligible to participate. 

 

B.1.4 Material transactions with shareholders and persons who exercise a significant influence on the Group 

The table below, provides information on transactions that the Group has entered into during the year with shareholders 

and persons who have significant influence on the Group. 

 

Transactions with persons who have significant influence on the Group 

The Company has deemed that the people who have significant influence on the Group is limited to those directors who 

are members of the Chesnara plc Board.  The transactions in the year can be summarised as follows, which includes non-

executive directors’ fees as well. 

 2025 2024 

 £m £m 

Short-term employee benefits 2.7 3.1 

Post employee benefits 0.1 0.1 

Share-based payments 1.3 1.5 

Total 4.1 4.7 

 

Transactions with shareholders  

The following table summarises the transactions with Chesnara’s shareholders during the year: 
 2025 2024 
 £m £m 

Dividends paid 42.0 36.5 

 

B.1.5 Assessment of the adequacy of the system of governance 

A full assessment was performed in the second half of 2025.  The Chesnara Board concluded that the Chesnara system of 

governance is considered to be fit for purpose for Solvency II and other applicable regulations.  The review identified areas 

where improvement was desirable but not essential and recommended that these should be prioritised appropriately 

alongside other business requirements. 
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B.2 Fit and proper requirements 
Chesnara plc retains individual fit and proper policies (or their local equivalent) for all business units. These policies are 

signed off by the respective business unit Board which is responsible for ensuring appropriate resources are in place to 

deliver effective and efficient management of the business.  The individual business units take appropriate steps to ensure 

that e.g. Board members, senior managers and individuals responsible for key functions meet the requirements as 

established by the relevant fit and proper policy. 

 

The requirements are expected to be proportionate to the nature, scale and complexity of the individual roles and 

responsibilities of these various positions.  Checks are carried out on initial appointment and are re-assessed and verified 

every year to the extent required by local regulation.  The results of all assessments are reported to the relevant business 

unit Boards or chair and CEO as required by local regulation.  During the year, all relevant directors and employees were 

assessed against appropriate fit and proper tests.  These tests included some or all of the following: 

– Fit and proper questionnaires; 

– Criminal record checks; 

– Credit referencing; 

– Curriculum Vitae detailing skills, qualifications and experience; 

– Continuous professional development / performance management framework; 

– Membership of professional institutes; and 

– The recruitment and selection process in place at the time of appointment. 

 

All directors and senior employees of Chesnara plc, including relevant roles as required by local regulation in its business 

units, also have to confirm their fitness and propriety annually.  Each year, personal performance assessments include 

consideration of fitness and propriety of all employees and senior managers as required in each territory.  The business 

units within the Group notify their local regulators, as required, of any changes to the identity of the persons responsible 

for the Controlled Functions along with all the information needed to assess whether any new persons appointed to these 

roles are fit and proper.  The fit and proper policy is transparent and made available to all relevant employees to review 

and shows that all decisions made on the fitness and propriety of an individual are made in a consistent manner within the 

business unit. 
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B.3 Risk management system including the Own Risk and Solvency Assessment 
B.3.1 Risk management system 

Overview  

Chesnara Group has defined its risk management system for application at Group and business unit levels. 

 

The risk management system is summarised in the diagram below: 

 

Risk management 

system 

The risk management system supports the identification, assessment, and reporting of risks along with 

coordinated and economical application of resources to monitor and control the probability and/ or 

impact of adverse outcomes within the Board’s risk appetite or to maximise realisation of opportunities 

 

 
 

Three Lines of Defence 

The Group adopts the “three lines of defence” model with a single set of risk and governance principles applied 

consistently across the business. 

 

First Line – the First Line Business Functions provide the day-to-day management and control of key business processes. 

This includes: 

– Ownership of risk and internal control policies; 

– Operation of business processes including control activities; 

– Management of incidents / crystallised risk events; and 

– Governance of outsourcers processes and controls.  

Second Line - The Risk and Compliance functions are responsible for advisory, monitoring, verification and oversight of 

day-to-day business activities. This includes: 

– Development of the risk management framework and oversight of the effective implementation and operation of 

the framework;  

– Review and challenge of risk and internal control policies and adequacy of the control environment; and 

– Compliance monitoring activities. 

Third Line – The Internal Audit functions are responsible for providing assurance through independent testing and reviews. 

Risk

strategy

Risk policies

Risk processes

Risk report

The risk management strategy contains the 

objectives and principles of risk management and 

the approved tolerance limits and risk appetite 
statement with supporting risk preferences 

and risk tolerance limits. 
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The risk management policies implement the risk 

management strategy and provide a set of 

principles (and mandated activities) for control 

mechanisms that take into account the materiality 

of risks. 

 
The risk management processes provide more 

systematic risk management mechanisms, which 

give additional assurance that the risks are 

identified, measured/ assessed, monitored and 

reported to support decision making. 

 

The risk management reports deliver 

information on the material risks faced by the 

business and evidence that principal risks are 

actively monitored and analysed and managed 

against risk appetite.   
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B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.1 Risk management system (continued) 

Risk universe  

Chesnara’s risk universe provides its assessment of a comprehensive view of all risks that a business like Chesnara is 

exposed to or could potentially be exposed to in the future.  Consistent where appropriate with the standard formula 

categorisation, it is constructed with greater granularity to provide assurance that all the potential risks are considered 

within the risk management system design.  It applies across all business units for structuring the identification, 

assessment, management, and reporting of risks/controls to enable an aggregate understanding of the risk profile at both 

a Group and business unit level. 

 

Risk management strategy 

The primary risk objective of the Chesnara Group, which applies to all divisions, business units and outsourcers, is to: 

“Maintain the solvency and liquidity of the Group and its underlying divisions and business units whilst delivering 

continuity of business services; fair customer outcomes; a regulatory compliant service to customers and making dividend 

and interest payments to the Group’s investors in line with expectations set.” 

 

Chesnara Group and its business units have a defined risk strategy and supporting risk appetite framework (an overview is 

shown below). The Group’s risk appetite framework enables the Board to articulate the amount of risk the Group is willing 

to take and provides boundaries to when potentially too much, or too little, risk is being taken. This provides guidance to 

enable management to take-on “appropriate” risks and the “appropriate” amount of risk as part of the pursuit of its 

strategic objectives. 

 

Each business unit is required to have a risk appetite, which is consistent with, and aligned to, the Group’s risk appetite 

framework, at generally subordinate levels of materiality and approved by the local Board.  

 

Business decision making  

For other strategic and operational decisions, so that all business decisions are risk-informed on a forward-looking basis, 

each division and business unit carries out processes such that: 

(a) forward looking risk analysis is an integral part of business planning; 

(b) risk assessments are made of all significant change proposals; 

(c) risk analysis, including ongoing identification and monitoring of implementation risks, is an integral part of project 

governance; and 

(d) Own Risk and Solvency Assessment is considered at the end of every Board meeting to consider whether any of the 

matters discussed, or decisions taken, may have a material impact on the ORSA, and to establish whether further 

analysis is needed. 

 

Risk management policies  

Chesnara has established Group-wide Risk and Internal Control (IC) Policies that are annually reviewed by the Group 

Board.   

Business Units are required to adopt Group policies in a manner appropriate to their regulatory environment and, in 

addition, have their own Risk and Internal Control Policies specific to their operations. These are approved by the 

respective Boards.  

Risk Tolerances

Quantification of the upper and lower boundaries of risk that the Board is willing to accept

Risk Preference

Statements to define preferences towards risk exposure on a risk by risk basis

Risk Appetite Statements

Statements articulating the appetite for risk exposure aligned to key business performance measures

Primary Objective

Single Board approved statement describing overall appetite for risk, covering all risk categories



B. SYSTEM OF GOVERNANCE  
  

CHESNARA PLC | SOLVENCY AND FINANCIAL CONDITION REPORT 2025    39 

B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.1 Risk management system (continued) 

These risk management policies articulate principles and practices including: objectives, reporting procedures, roles and 

responsibilities, key processes and controls.  

Each policy is owned by an allocated member of the Group or business unit Senior Management Team who is responsible 

for reviewing the policy and attesting policy compliance on an annual basis. 

Risk management processes 

The Group has established risk management processes for application at a Group and business unit level and with risk 

policies defining how each risk category is managed. 

 

 

 

 

 
 

 

 

 

 

 

 

Each business unit maintains a risk register, which intends to comprehensively list risks, which might create, enhance, 

accelerate, prevent, degrade, or delay the achievement of the objectives, along with the key controls to manage those 

risks. The Group maintains a risk register of risks which are specific to its activity and reports these, along with the 

principal risks of each business unit, to the Chesnara Audit & Risk Committee on at least a quarterly basis. An aggregate 

risk register is not maintained. 

For each of the risks contained within the risk register, the senior manager responsible assesses the risk both with and 

without controls applied in terms of its likelihood and consequences.  The consequences are considered in terms of impact 

on: customers; economic value; cash flow; reputational; regulatory; and other business impacts. 

The Risk Management System Policy defines the scoring mechanism for assessment of impact against these criteria at a 

Group level and sets-out the thresholds for establishing the principal risks.  Each business unit similarly includes its Board-

approved thresholds in its own governance and responsibilities map.   

Each Board must approve at least annually the materiality criteria to be applied in the risk scoring and in the determination 

of what is considered to be a principal risk. 

At least quarterly, the Group and business unit executive teams scan the horizon to identify potential risk events (e.g. 

political; economic; technological; environmental, legislative and social), assessing their proximity and potential impact.  

On an ongoing basis, they consider the impact of internal operational and strategic changes on its risk profile. 

• Risk universe 

• Emerging risks 

• Operating environment 

• Internal change 

• Scenario identification 

• Regular refresh of “known-known” risks 

in Risk register 

• Proximity/impact of emerging risks 

• Risk and control analysis 

• Stress and scenarios 

• Reverse scenarios  

• Capital projections 

• Day-to-day control activities 

• Risk recovery / contingency planning 

• Taking management actions to change 

risk profile 

• Incident management 

• Risk profile  

• Risk appetite / tolerances 

• Continuous solvency 

monitoring  

• Incidents 

• Controls 

• Risk report 

• ORSA report 

• Internal control 

report 

• Risk-based operational decisions 

• Risk-based strategic decisions 

• Set capital requirements  

• Set internal capital policy 

• Set risk preferences and tolerances 

risks in risk register 
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B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.1 Risk management system (continued) 

Risk management information and communication 

On a quarterly basis, the Group risk team produces a quarterly risk report which presents the Group-level risk information, 

supplemented by the appropriate escalations from business unit risk reports.  These quarterly Group risk reports are 

presented to the Chesnara A&RC and include: 

– A summary of the principal risks identified within the risk register by risk category;  

– Consideration of significant changes in the risk profile including emerging risks; 

– Monitoring against approved risk appetite tolerances; 

– Evidence of continuous compliance with solvency requirements; 

– Forward looking considerations; and 

– Information on incidents / crystallised risk events. 

 

In addition, each business unit Audit & Risk Committee is presented with a similar report of the granular risk information 

pertinent to its business and including that information escalated into the Group risk report (e.g. the slice of principal risks 

in line with the Group’s reporting requirements). 

 

On an annual basis, or more frequently if required, a Group ORSA report is produced which aggregates the business unit 

ORSA findings and supplements these with an assessment specific to Group activities.  The Group and business unit 

ORSA policies outline the key processes and contents of these reports.  An annual ORSA disclosure will be made to the 

regulatory authority within two weeks of the approval by the Board of the ORSA report. 

 

Risk management responsibilities 

The Board is responsible for the adequacy of the design and implementation of the Group’s risk management system and 

internal control system and its consistent application across business units therein.  All significant decisions for the 

development of the Group’s risk management system are the Board’s responsibility.  

 

The Group Audit & Risk Committee monitors the Group’s risk profile and adherence to the Board’s risk appetite, advising 

the Board on any required actions to change the risk profile as well as proposed changes to the risk framework.  The 

committee also reviews and recommends to the Board the disclosures to be included in the Annual Report in relation to 

internal controls, risk management and the viability statement. 

 

Business unit Boards are responsible for the adequacy of the design of their own risk management systems and ensuring 

they are consistent with the Group’s risk management system policy.  

 

Business unit Audit & Risk Committees monitor the risk profile and adherence to the Board’s risk appetite, advising the 

Board on any required actions to change the risk profile as well as proposed changes to the risk framework.   

 

The Senior Leadership Team monitors the risk appetite and risk profile position to ensure that the Group and business 

units therein as a whole comply with the Group’s risk appetite statement. The team also reviews all key risk inputs prior to 

Audit & Risk Committee/Board distribution and oversees all risk management activity in the first instance. 

 

The Group CRO is responsible for advising the Board regarding the effectiveness of the Group and divisional risk 

management systems and reporting to it on the risk profiles of the Group and its businesses against the Board’s risk 

appetite. The Group CRO is also responsible for providing Board approved risk management practices to the businesses 

for their implementation. 

 

The business unit Risk Functions are responsible for implementing and embedding the Group’s risk management systems 

policy within their areas. It is incumbent upon the Chief Risk Officer (or relevant Head of the Risk Function) of each division 

or business unit to support the local Board in determining which categories of risk are pertinent to its business model and 

strategic focus. To support the aim of achieving Group consistency of risk management practice and to provide Group 

oversight of risk management and internal control, each business unit- Chief Risk Officer (or relevant Head of the Risk 

Function) has a dotted reporting line into the Group CRO. 
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B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.2 Process undertaken to conduct an Own Risk and Solvency Assessment 

Overview  

Within the Chesnara Group, each business unit has its own ORSA policy and process approved by the relevant Board. The 

report is produced at least annually or in the event of significant changes in the Group, the business plan, the Group’s risk 

profile or other significant external events with potential impact on the Group. The purpose of the Group report is to: 

assess the risk and solvency position at a Group level taking into account the individual solo ORSA reports; record risks 

that are emerging that may impact the Group; ensure that the Board has a good understanding of the business model, the 

risks associated with the model, the governance in place to assess and manage risks; and to ensure there is sufficient 

capital to cover a set of defined stresses/scenarios commensurate with the Chesnara Board’s risk appetite. 

 

The aim of the annual ORSA process is to support the Board to make risk-informed strategic and operational decisions and 

is therefore a key tool to enable effective management of the business.   

 

The ORSA follows a defined ORSA process which is documented in the ORSA policy.  This policy is reviewed on an annual 

basis and approved by the Board.  The ORSA process is described in more detail below and incorporates several key 

processes to manage risk and capital.  

 

The output from the ORSA process is an ORSA report, which is produced on an annual basis, or more frequently if there is 

a material change in the risk profile.  The ORSA report is reviewed by senior management and approved by the Board after 

review at the Audit & Risk Committee and then at the Board following the committee’s recommendation.  

 

The diagram on the following page provides a summary of the overall ORSA process.  Key stages of the process have 

been further described below the diagram. 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Assessment of risk profile compared with risk appetite 

The ORSA report includes the current view of the risk profile of the business.  This includes: 

– an overview of the principal risks and strategic risks facing the organisation; an illustration of the Group risk capital split 

by major risk categories (e.g. market, credit etc.) and, for those significant risk categories containing a number of risks, 

a further breakdown (e.g. equity, property, interest within market risk); and 

– a summary of the emerging risks identified by the business and any analysis performed to understand their potential 

impact;  

Current and forward 

looking assessment of 

the risk profile 

compared with risk 

appetite 

Retrospective review of 

the solvency experience 

over the period since 

the last ORSA 
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B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.2 Process undertaken to conduct an Own Risk and Solvency Assessment (continued) 

Overview  

As part of the risk management processes, the risk profile is regularly reviewed, updated and monitored against risk 

appetite and communicated to the Chesnara Audit & Risk Committee at least quarterly. 

 

The Group ORSA report will include a retrospective, current and forward-looking review of the risk profile compared with 

the Board’s approved Group risk appetite and tolerance limits.  

 

Review of the effectiveness of the system of governance 

The outcome of the review of the systems of governance is summarised in the ORSA report, together with any plans to 

further develop the governance framework.  As part of this, any deficiencies identified with the ORSA process are 

highlighted along with plans to remediate these.  The scope of the review is approved in advance by the Board each year. 

 

Assessment of risk profile compared to the Standard Formula 

All insurance companies within the Chesnara Group currently apply the Standard Formula to calculate the SCR under 

Solvency II.  The Standard Formula is also used within Chesnara to calculate the Group SCR itself. 

 

An annual assessment is performed to evaluate whether the Group’s risk profile is significantly different to the risk profile 

assumed by EIOPA when deriving the Standard Formula approach.  The results of the assessment are reviewed and 

approved by the Board. 

 

This assessment consists of a qualitative review with any potentially significant differences further evaluated using 

quantitative approaches. Should any quantified differences be considered to be material in aggregate, further 

consideration is given to the different approaches that could be taken as an alternative to the Standard Formula (e.g. 

capital add-on, undertaking specific parameters, partial internal model, full internal model) and the implications of each of 

these, with a preferred approach agreed by the Board. 

The approach used to assess the appropriateness of the Standard Formula for the Group is as follows: 

– Assess the appropriateness of the standard formula for each of Chesnara’s regulated insurers; 

– Assess whether the aggregation of the insurers invalidates the appropriateness; 

– Assess whether the standard formula is appropriate for each of Chesnara’s material, non-regulated companies; 

– Assess that the aggregation of SCRs across all companies within the Group does not invalidate the 

appropriateness of the standard formula; and 

– Assess the appropriateness of the diversification of the SCR across all companies within the Group. 

In the event of a material change to the risk profile, the appropriateness of the Standard Formula will be reassessed. 

 

Retrospective review of solvency experience 

The ORSA evidences continuous compliance with regulatory solvency requirements by reviewing the solvency position 

during the period since the last ORSA. 

 

The Group and each business unit undertake solvency calculations to evaluate the solvency position on at least a quarterly 

basis and more often as agreed with the respective Boards. The Group has defined the following principles for adoption by 

all: 

– The Group requires each business unit to have a Board-approved frequency (at least quarterly) for full solvency 

calculations to be performed;  

– For periods in between full calculations, processes must be in place to ensure a broad understanding of whether 

the solvency position has changed substantially; 

– Management will ensure a good understanding of the Solvency position at any point in time.  In particular, it will 

be clear if any Capital Management Policy Buffers, Risk Appetite Tolerances or Regulatory Minima have been 

breached.  This information will be used to drive, as appropriate, the internal ladder of intervention activities 

described in the local Capital Management Policy; 

– Demonstration of continuous compliance should be performed with and without allowance for any elements of 

the Long Term Guarantee Package being used at that time. 
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B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.2 Process undertaken to conduct an Own Risk and Solvency Assessment (continued)  

Assessment of ability to meet regulatory solvency requirements 

From a forward-looking perspective, the ORSA evidences continuous compliance with regulatory solvency requirements 

by projecting the expected capital position, taking into account the business plan (including known acquisitions), dividend 

payments and the capital management policy.  The projections also consider the impact of a range of pre-specified stress 

and scenario tests.  The results are summarised in the ORSA report. 

 

The ORSA report will evidence consistency between the business planning basis and the ORSA projection basis and 

include explicit documentation of consideration of the business plan and assumptions within the ORSA report.  

 

The base projections are based on best estimate assumptions including real-world (rather than risk-free) investment 

returns, include appropriate levels of new business (where relevant), and take account of all significant business decisions 

(for example, any anticipated changes in outsourcing costs or arrangements). All elements of the Solvency II balance sheet 

are projected, using a Board-approved methodology suitable for each element, with a summary of the Solvency II balance 

sheet as at the end of each year of the business planning period presented in the ORSA Report.  

 

All key assumptions are approved by the Board in advance of the ORSA process. 

 

The purpose of the projections will be to ensure that Chesnara and its material insurers are able to meet their regulatory 

capital requirements under a range of pre-specified (and agreed in advance by the Board) stress and scenario tests and 

taking into account a range of potential future changes in the business as well as the stated Capital Management Policy. 

The projections and conclusions thereof will form a key input into the business plan. 

 

The ORSA considers the conclusions of Chesnara’s, and its subsidiaries, reverse stress testing exercise, identifying 

potential events that could cause the business model to fail.  The definition of business model failure is agreed in advance 

by the Board and reviewed on an annual basis. 

 

The ORSA also considers the transferability and availability of cash within the Group and its subsidiaries.  This involves 

assessing whether there are any shortages across the Group during the business planning period after the capital 

management policies across the entities have been followed locally and at a Group level and taking into account the 

obligations of Chesnara in terms of both planned capital repayments and continuation of its dividend strategy. 

 

Forward looking assessment of overall solvency needs 

The purpose of the Own Solvency Needs Assessment (“OSNA”) is for the Company to form its own view of its solvency 

needs over the business planning horizon, taking into account factors such as: 

– Risk appetite:  Whether the Board wishes to hold capital levels to achieve a different confidence level of meeting the 

liabilities to that specified by the SCR as part of the Solvency II regulatory solvency requirements. 

– Limitations within the regulatory calculation of Own Funds:  There may be restrictions on the calculation of the 

Solvency II Own Funds that Chesnara would wish to alter for an accurate internal assessment. Such restrictions might 

include the level of cost-of-capital to allow for within the risk margin calculation, any applicable restrictions around 

asset admissibility, or prescribed methods to value technical provisions such as the contract boundaries rules. 

– Appropriateness of the standard formula to calculate capital requirements:  Whether the conclusions from the 

comparison of the Group risk profile with the assumptions underlying the SII SCR (Standard Formula) identify any 

potential shortfalls in the capital requirements. 

– Future solvency needs taking account of the business plan:  Whether the solvency projections or sensitivity analysis 

has resulted in any desire to hold additional capital, taking into account the future business plan as well as potential 

future changes in its risk profile due to the business strategy and economic/financial environment. 

– Non-quantifiable risks:  Whether the Board wishes to reserve any additional capital to allow for risks that are more 

difficult to quantify, and hence may not have resulted in explicit capital requirements as a result of quantitative 

analysis, such as strategic or reputational risk.  A cross check is applied to demonstrate coverage of the principal risks 

and emerging risk log. 

– Nature and quality of Own Funds:  Whether there are issues regarding the nature and quality of own fund items or 

other resources appropriate to cover the risks identified. 

– Availability of Own Funds:  Whether the Own Funds are available and transferable to cover adverse conditions within 

the Group in a timely manner, given any liquidity, capital management policy or regulatory constraints on capital 

fungibility. 
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B.3 Risk management system including the Own Risk and Solvency Assessment 

(continued) 
B.3.2 Process undertaken to conduct an Own Risk and Solvency Assessment (continued)  

The assessment will also take into account any internal solvency buffers as specified within each entity’s Capital 

Management Policies as well as the Group’s Capital Management Policy, considering also whether these buffers are 

sufficient. 

 

The Group will adopt a proportionate approach to the Overall Solvency Needs Assessment. Initially a high-level qualitative 

assessment will be carried out annually to determine how the internal solvency assessment (“OSNA”) would, at the 

current valuation date, differ from the Solvency II position, taking into account the factors described above. 

 

Should this assessment determine that OSNA would likely result in the Group being in a worse solvency position than that 

assessed under Solvency II, then a more robust quantitative assessment will be carried out and conclude with a robust 

quantitative analysis of the capital implications of the factors described above.  

 

Otherwise, the Solvency II position will be determined as the key driver of capital and the Group’s solvency needs will be 

based on this, alongside the buffer specified in the Group capital management policy.  

 

The time horizon will be considered and justified as part of the assessment but would ordinarily be the same as the 

business planning time horizon. 

 

Group ORSA report – decision making 

The Board and SLT take account of results and insights from the ORSA process for the purpose of capital management 

and business planning.  Hence, the ORSA process has explicit consideration at both executive and Board level of the 

conclusions and potential insights and actions.   

 

In practice, the ORSA process and business planning process, and their underlying sub-processes, run continuously 

throughout the year but with formal overall summary reports less frequent. Therefore, alignment of the two processes, 

including feeding key conclusions and outcomes from one to the other, is achieved largely by ensuring that regular risk 

and solvency information is considered alongside business performance and planning information at the regular SLT 

meetings.  Information, considerations, and conclusions are escalated to the Board as appropriate. 
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B.4 Internal control system 
B.4.1 Description of internal control system 

Chesnara Group has defined an internal control system for application at Group and business unit levels.  The internal 

control system assures the achievement of the Group’s objectives in operational effectiveness and efficiency, reliable 

financial reporting, and compliance with laws, regulations, and policies.  It is comprised of defined policies, processes and 

control activities that are independently tested and reviewed according to the three lines of defence model.  The internal 

control system is underpinned by policies providing the basis for financial reporting and valuation activity. 

 

The internal control system can be described using the diagram below: 

 

Internal control 

system 

The internal control system supports the achievement of an organisation’s objectives in 

operational effectiveness and efficiency, reliable financial reporting, and compliance with laws, 

regulations, and policies. 

 
 
 
 

 
 
 

 
 
 
 

 

 

 

 

Three lines of defence model for internal control 

The Chesnara Group operates a “Three Lines of Defence Model” for the management of risks and internal controls which 

is adapted and applied by each business unit in proportion to the size and complexity of the business.  This is illustrated in 

the diagram on the following page.  Broadly this means that the risk function is responsible for providing a framework for 

risk management, the business functions are responsible for implementing the framework and the internal audit function 

is responsible for independently validating the appropriateness of both the design and its implementation. 
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Line two 

Line one 

Line three 

The three lines of defence model is a standard 

approach to safeguarding the internal control 

framework.  The 1st line consists of senior 

management and their teams who together own the 

risks and carry responsibility for their management 

and control.  The 2nd line is the risk management, 

compliance and actuarial functions who develop the 

risk management principles and review/challenge 

the adequacy of the control environment.  The 3rd 

line is the internal audit function that provides 

independent assurance to the Audit & Risk 

Committee and the Board from its reviews of the 

control environment.  

The internal control report provides information on 

the adequacy of the internal control system to the 

Board and senior management. 

Policies are sets of principles to guide decisions and 

process design.  A process is a series of activities 

that deliver an objective and are the 

implementation of policies. A control activity is part 

of the process which serves to reduce the likelihood 

of a risk materialising or reduces the impact of a 

risk if it materialises.  Key control activities are 

documented in risk policies. 

Independent 

audit testing 

The control functions are functions with 

responsibility for advisory, monitoring, verification 

and independent assurance activities for day-to-day 

business activities.  They have direct reporting line 

to the administrative body. These include the 

actuarial function, the risk function, and the 

compliance function. 
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B.4 Internal control system (continued) 
B.4.1 Description of internal control system (continued) 
 

 
 

Internal control system 1st line procedures  

Chesnara has an established process for undertaking an annual review of the adequacy of its internal control system.  A 

key component of this activity is the review of Board policies and attestations regarding the adequacy of the risk 

management policies design and operation.  The risk management policies articulate the principles and practices for 

implementation of controls within operational processes.  Each policy document is owned by an allocated member of 

senior management who is responsible for regular attestation of compliance with it.  Each is reviewed and approved by 

the relevant business unit Board in which the policy operates.  This procedure enables: 

– Board oversight of the key controls defined for the management of risks and their operation; 

– management to reflect upon the adequacy of design- and operation- of their key controls; 

– the risk function to challenge the adequacy of controls and drive risk management and control developments; and 

– audit testing. 
 

Internal control system 2nd line procedures 

Risk review and challenge 
The risk function is responsible for developing the Group risk management framework and the underlying principles and 

practices. The risk function is also responsible for reviewing the completeness and appropriateness of risk policies 

(including the identification of risks and effectiveness of controls) and provides oversight to the adherence of Line 1 to the 

agreed standards in these Board-approved policies. 
 

Compliance monitoring 

The Group and its business units undertake compliance monitoring activity to assess the adequacy of implementation of 

regulations and legislation into business as usual activity.  The activities of the compliance function are described in more 

detail in section B.4.2 below. 
 

Actuarial review and verification 

The Group and its business units undertake actuarial reviews to assess the reliability of valuations and calculations of 

technical provisions.  This includes consideration of the methodology and assumptions, an assessment of the information 

systems used for the valuations systems and an assessment of the quality of the data.  The activities of the actuarial 

function are described in more detail in section B.6 below. 
 

Internal control system 3rd line procedures 

The 3rd line describes the independent assurance and testing provided by the internal audit function.  The activities of the 

internal audit function are described in more detail in section B.5 below. 
 

Internal control system reporting 

The Group and business unit Boards are responsible for monitoring the internal control system of the Group and business 

units respectively.  To assist the Boards in their duties, they receive Group and business unit annual internal control 

reports.  These reports contain: 

- directors’ statement of the adequacy of the risk management and internal controls system; 

- description of the internal control system; 

- description of monitoring and reporting activity undertaken in the reporting period; 

- results of monitoring activity including audit findings and attestations; and 

- description of any significant changes to the control environment over the reporting period. 

The Boards also receive their respective internal and external audit reports which contain the auditors’ findings and 

recommendations. 

•Ownership of risk management policies defining key controls

•Operation of business processes including control activities

•Governance of outsourcers processes and controls

1st Line

Business functions

•Develop risk management system principles and practices

•Review and challenge of risk management policies and adequacy of control environment

2nd Line

Risk functions

• Independent testing of control activities

•Provide an independent perspective and challenge the process

3rd Line

Audit function
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B.4 Internal control system (continued) 
B.4.2 Implementation of compliance function 

B.4.2.1 Overview 

The compliance functions of the Group operate at a regulated insurance company level within each of its business units.  

Each compliance function within the Group has its responsibilities, authority, resources, and operational independence to 

carry out tasks set out in a compliance policy or charter, which is approved by the relevant Board. 

 

The compliance functions within the Group are independent and objective in relation to the operational activities of the 

business units that they oversee and are each headed up by a compliance officer. 

 

The compliance functions ensure that procedures are in place to ensure that all regular regulatory reporting and ad-hoc 

requests are satisfied within the timescales set. 

 

The compliance functions in each business unit ensure that all employees have an adequate level of compliance 

knowledge, and they advise the relevant Board on compliance with applicable laws, regulations and administrative 

provisions that apply.  The compliance functions are responsible for ensuring that an assessment of the possible impact of 

any changes in the regulatory environment on the operations of the undertaking concerned has been performed and 

performing the identification and assessment of compliance risk. 

 

Each compliance function is responsible for the identification, measurement and monitoring of the risks that can impact 

the business in respect of the specific areas of responsibility within the compliance function, for example regulatory risk.  

They ensure that an effective control environment is in place to manage those risks, including an appropriate Compliance 

Policy, working collaboratively with the other defence functions.  The regular assessment and reporting of risks is carried 

out in line with each business unit’s risk policy and reported to the relevant Board and the Audit & Risk Committee.  Each 

compliance function across the Group maintains a compliance plan that provides detail of how the compliance function 

shall achieve its responsibilities. 

 

B.4.2.2 Reporting lines 

At a business unit level, each compliance function reports directly to the CEO for management purposes, and directly to 

the Board in delivering its obligations.  Compliance function reporting at Group level is facilitated through business unit 

reporting to the Chesnara Board.  This enables the Chesnara Board to become aware of any material compliance matters 

across the Group. 
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B.4 Internal control system (continued) 
B.4.2 Implementation of compliance function (continued) 

B.4.2.3 Responsibilities 

  The table below provides a summary of the key responsibilities of each compliance function: 

 

Responsibility UK  
Movestic 

Livförsäkring 
Scildon Description 

Regulatory 

reporting 1 X 
- X 

Ensure all regulatory reporting is 

completed in a timely manner. 

Regulatory 

meetings 
X X X 

Ensure that when update meetings 

take place with the relevant 

regulatory bodies’ records are 

maintained of those meetings.  

Conduct risk 

review2 
X - X 

Oversee annual review of conduct 

risk measures and mitigation. 

Compliance risk 

oversight 
X X X 

Identify any compliance related risks 

and ensure they are included within 

the risk framework.  Monitor these 

risks on a regular basis. 

Fit and Proper X X X 

Oversee the process to ensure that 

the relevant business units fit and 

proper policy has been 

appropriately implemented. 

Advice X X X 

Provide advice to all areas of the 

business and to the Board on 

regulatory matters. 

Training X X X 

Provide training on regulatory 

matters as required to all areas of 

the business and the Board. 

AML oversight 3 X X X 

Ensure all anti money laundering 

procedures and policies are adhered 

to and reviewed on an annual basis. 

Compliance plan X X X 
Prepare and deliver the Board-

approved compliance plan. 

1 This responsibility falls to the Accounting, Pricing & Modelling unit in Movestic. At Scildon the legal department identifies relevant laws and regulations and 

the compliance department reports on the progress of implementation of applicable laws and regulations. 
2 Conduct risk is not reviewed separately in Movestic, it is included as part of the annual assessment of all compliance risks. 
3 Movestic anti-money laundering is the responsibility of the legal department together with the appointed officer for controlling and reporting obligations (a 

position currently held by the Compliance Officer). 

 

B.4.2.4 Reporting 

As part of delivering its obligations, each compliance function across the Group produces the following key reports: 

– Compliance Board report:  Provides the Board with a detailed compliance function update, covering items such as 

regulatory changes, regulatory interaction, compliance monitoring, complaints information and conduct risk. 

– Money-Laundering Reporting Officer report:  Report on the anti-money laundering risks and controls within the 

business to the extent this task is in the remit of the compliance function (as embedded in the wider compliance reports 

of some business units). 

– Annual assurance report:  An annual summary of the monitoring activities carried out by the OSP compliance functions 

and the compliance function (UK only). 

– Outsource service provider report:  A summary report covering breaches, SLAs, compliance monitoring, AML and 

regulatory change at an outsourcer level where appropriate for a business unit and as embedded in the wider 

compliance reports of some. 



B. SYSTEM OF GOVERNANCE  
  

CHESNARA PLC | SOLVENCY AND FINANCIAL CONDITION REPORT 2025    49 

B.5 Internal audit function 
B.5.1 Overview 

Implemented at a divisional level, internal auditing is an independent and objective assurance activity that sits within each 

divisions’ governance structure and is guided by a philosophy of adding value to improve the operations of the Group.  It 

assists management in accomplishing its objectives by bringing a systematic and disciplined approach to evaluating and 

improving the effectiveness of risk management, control, and governance processes both internally and within any 

relevant outsourcer provider. 

 

Each internal audit function across the Group operates independently of management and has no operational 

responsibilities.  In addition, each internal audit function has regular direct access to the relevant Audit & Risk Committee, 

including formal access to the relevant non-executive directors without the executive directors being present. Movestic 

engages PWC to outsource its internal audit function. Forvis Mazars were appointed to provide internal audit support 

within the UK (Chesnara Life) in April 2026. 

 

In respect of UK, and Scildon, the appointment of the head of internal audit is made on a recommendation by the relevant 

Audit & Risk Committee, with the internal audit function deriving its authority from this committee.  In Movestic, a specific 

Board member is ultimately responsible for the external service provider’s delivery and will make the recommendation for 

appointment. 

 

B.5.2 Reporting lines 

Each internal audit function across the Group has a direct reporting line to its divisional Audit & Risk Committee.  Each 

head of internal audit reports functionally to this Committee and administratively to the divisional CEO with any relevant 

matters being escalated up to the Chesnara Audit & Risk Committee. 

 

B.5.3 Responsibilities 

The table below provides a summary of the key responsibilities of each internal audit function across the Group: 

 

Responsibility Description 

Devise audit plan An internal audit plan is drawn up on an annual basis which includes the proposed scope, timing 

and resource requirements for the forthcoming year. 

Carry out audits 

and make 

recommendations 

This involves audit planning, an internal controls assessment and the drafting of audit reports 

containing suggested improvements and recommendations. 

Follow up 

recommendations 

All agreed audit recommendations are periodically followed-up to ensure they have been 

implemented. 

 

B.5.4 Reporting 

In delivering the responsibilities within B.5.3, each internal audit function across the Group produces a number of reports 

that are presented to the relevant Audit & Risk Committee.  These include: 

– an annual audit plan, including the rationale for audits included in or excluded from the selected plan, associated 

timings and any resource constraints; and 

– a quarterly/bi-annual report, prepared for the Audit & Risk Committee, that includes: a summary of progress against 

and/or changes to the audit plan; key findings, significant issues and key themes arising from the performance of 

audits; and an analysis of management’s progress implementing the agreed action points recommendations made by 

internal audit. 

 

At Group level, the Chesnara Audit & Risk Committee receives updates through the quarterly reporting for Chesnara plc. 
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B.6 Actuarial function 
B.6.1 Overview 

The actuarial function is split along legal entity lines, with CA, Movestic, Scildon and Waard Schade eachl having their own 

actuarial functions.  They are supported by the Group actuarial function team for their Solvency II reporting processes. 

 

The Group Chief Actuary has oversight of all actuarial matters within the Group.  Each entity’s Actuarial Function is headed 

up by a Chief Actuary (or equivalent) who has day-to-day responsibility for delivering these actuarial function’s 

responsibilities.  Scildon outsourced partially the role of Actuarial Function Holder. The role of the Actuarial Function 

Holder for Waard Schade is performed by the Internal Actuarial Function of Scildon, which is outsourced. Overall 

responsibilities are clear and overseen by the CFRO within Scildon.  CA and Movestic have an internal Actuarial Function 

Holder role.   

 

B.6.2 Reporting lines 

The Group Chief Actuary reports to the Group CFO and supports them in fulfilling their Line 1 responsibilities relating to 

the effective and sound actuarial management of the Group. 

 

B.6.3 Responsibilities 

 

 Description 

Support Acting as a focal point for actuarial matters and advice across the Group.  Support the Business 

Unit Chief Actuaries as appropriate with guidance on the Group approach to actuarial matters. 

Technical 

provisions 

Oversight, independent review and challenge of methodologies, models, bases, and calculation 

of technical provisions within all Group companies. 

Solvency Advising the Group CEO of any concerns regarding the sufficiency of financial assets to meet 

liabilities to policyholders. 

Risk capital Oversight of the modelling of risk capital for the Group ORSA, including advising on suitable 

stress and scenario testing and the adequacy of the Standard Formula for use across the Group 

New business Oversight of the reporting metrics used for assessing the benefit of new business written, 

advising the Group CFO on appropriate measures to meet users’ requirements. 

Reinsurance Oversight of the reinsurance arrangements within the Group. 

Asset-liability 

matching 
Oversight of asset-liability matching within the Group. 

Acquisitions Support assessment/independent review and challenge of potential acquisition targets through (i) 

oversight of the review of all actuarial matters and (ii) provision of advice to the Group CEO and 

Group CFO. 

Investments The Chief Actuary chairs the Group Asset & Liability Committee and advises the committee in 

respect of asset-liability matching. 

 

B.6.4 Reporting 

The Group Chief Actuary attends meetings of the Chesnara Board, Chesnara A&RC and is a member of the SLT, and 

produces a quarterly report which covers:  

– the results of each quarterly valuation of technical provisions, including commentary on any material changes in data, 

methodologies or assumptions; 

– any deficiencies in the process or output with recommendations on how improvements can be introduced; and 

– the assumptions and methodologies used. 
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B.7 Outsourcing 
B.7.1 Overview 

Chesnara outsources operating activity to professional specialists should this suit the particular business unit’s structure.  

When services are outsourced, a governance team will maintain oversight of the outsourced operations. 
 

The extent to which activities are outsourced varies, dependent on the operating model and local regulatory requirements 

of the respective entities.  Such activities are undertaken and monitored in line with the local policy and governance 

frameworks. 
 

B.7.2 Responsibilities 

Each regulated entity recognises its accountability for services outsourced and has a defined governance model for 

outsourcers that provide critical services.  Critical services can be defined as “services that are vital for the ongoing 

operation of business”.  
 

A summary of the critical services that have been outsourced across the Group during the year has been provided below: 

 

Critical services UK 
Movestic 

Livförsäkring 
Scildon 

Administration of life and pensions policies including call centre 

operations 
X – X 

Actuarial services including valuations of technical provisions X –   X* 

Investment of assets or portfolio management including unit 

pricing 
X – X 

Claims handling X – – 

Compliance X – – 

Internal audit – X – 

Financial reporting** X – – 

Provision of IT support including cloud services, data storage 

and information security 
X X – 

 

* Scildon outsources its Actuarial Function Holder as defined in the Solvency II regulations, but the arrangements do not 

include the calculation of the technical provisions.   

** CA outsources elements of their financial reporting. The full consolidation of the financial reporting (IFRS and SII) is 

completed by the Group.  
 

Overall accountability is retained by the Group and oversight of outsourced activities is a significant element of the 

responsibilities of executive management.  The maintenance of service and performance standards is governed through a 

strict regime of service level agreements and through continuous monitoring of performance.  This includes responsibility 

to ensure that outsourced activities are carried out in accordance with laws, regulations and industry best practice 

standards and adhere to the principles and practices of treating our customers fairly by delivering fair customer outcomes. 

All outsourced activities are contracts specific to the local jurisdiction of the entity. 

 

To ensure effective control of outsourced activities, a documented outsourcing policy is in place within each entity.  The 

aim of these policies is to set out rules and principles for outsourcing of activities. In particular, they aim to ensure that: 

– there are processes in place for how to enter into outsourcing agreements in a way that takes into account the effects of 

the agreement on the Company’s operation; and 

– the implementation of suitable reporting and monitoring routines, to ensure effective control of the outsourced 

activities and manage the associated risks. 

 

At a Group level, outsourced activity is monitored via local Board reporting to the Chesnara Board.  This enables the Group 

to oversee outsourced activity effectively, facilitating any action deemed necessary to be taken in a timely manner. 

 

Strategic and operational matters are raised in the Group CEO report, which will include any relevant information 

escalated in the Board reporting within each division.  The Group risk function is responsible for the identification and 

monitoring of risks associated with outsourcing.  The function receives quarterly risk reports from each division and any 

material risks identified are included in the Group risk report that is presented to the Board (also on a quarterly basis).  An 

overview of outsourcer activity at an operational level is provided in the business review and compliance sections of the 

quarterly Board reporting. 

 

B.8 Any other information 
There is no other material information regarding the system of governance of Chesnara plc that is deemed necessary to 

include.
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Introduction 
The sections below provide a qualitative and quantitative summary of the risk profile for each category of risk.  Where 

information is specific to each risk category, it has been set out under the relevant heading.  Where the information is 

common across all risk categories, or a holistic view is required presenting all risks together, it has been included in 

Section C.7.  In particular: 

 

– Quantitative risk profile:  Section C.7.1 illustrates the quantitative risk profile of the Group at 31 December 2025 using 

the risk capital requirements calculated when applying the “standard formula”.  The standard formula does not require 

all of the risks that are covered in sections C.1 to C.6 below to have capital held against them.  Section C.7.1 shows how 

the risk profile, and any concentrations of risk, at 31 December 2025 compares with the position at 31 December 2024. 

– Risk mitigation:  Section C.7.2 sets out the techniques used for mitigating risks and the processes used for monitoring 

their continued effectiveness. 

– Stress and scenario testing:  Section C.7.3 provides a description of the methods used, the assumptions made, and the 

outcome of the stress and scenario testing carried out for the material risks. 

 

In addition to new business, Chesnara also seeks growth through acquisitions.  As a result, Chesnara is exposed, over the 

longer term, to the risk of not achieving future acquisitions, potentially due to a lack of availability of attractive deals, or as 

a result of factors affecting Chesnara’s ability to compete or execute deals (e.g. regulatory constraints, inability to raise 

sufficient funding etc).   
 

The risk profile is as would be expected for an international insurance business.  Over the course of the year, the following 

developments have shaped our evaluation of the risks facing the business: 
 

– Global economic growth remained uneven during 2025, reflecting the continued impact of geopolitical tensions, 

evolving supply chain dynamics and changes in consumer behaviour. Market indices reached a historically high level, 

resulting in higher unit-linked fund valuations. Expectations at the start of 2025 that central banks would begin easing 

monetary policy proved only partially realised. While inflation moderated in several major economies, it remained 

more persistent in certain sectors and regions, leading central banks to adopt a cautious and gradual approach to 

interest rate cuts. In addition, credit spreads remain near historically tight levels, raising the likelihood of spreads 

widening in the event of increased market uncertainty. The risk of renewed inflationary pressures remains, largely 

from geopolitical events, energy markets and labour costs. Economic forecasts therefore continue to reflect a high 

degree of uncertainty. 

 

– Throughout 2025, global geopolitical tensions remained elevated, with consequent impacts for economic and 

financial stability as well as the potential to increase cyber risk. State-linked cyber-attacks and digital disruption, 

increased in frequency and sophistication in 2025. The ongoing Russia and Ukraine conflict continued to influence 

European security and trade dynamics, while escalations in the Middle East, particularly involving Iran, the US and 

Israel heightened regional instability. Broader US and China competition over trade, technology, and geopolitical 

influence added to global uncertainty. 

 

– The European Parliament approved the final text of the Solvency II review in 2024 with the Solvency II Directive 

amended on 5 November 2024. Following this a consultation on the next level of regulation, the Level 2 Delegated 

Regulation, was launched in July 2025, and at the end of October 2025 the final version of the Solvency II Delegated 

Regulation was adopted. The next steps are for this to be subject to scrutiny by the EU Parliament and Council. The 

final version is expected to enter into force from 30 January 2027. 

 

– The new global initiative for a 15% minimum tax rate for large multinational Groups (global revenues >EUR 750m in 

at least 2 of the 4 years prior) was introduced in January 2024 across all Chesnara jurisdictions. HMRC has released 

some draft guidance which indicates that the Group would fall outside of the BEPS regime (given current revenue 

generation). However it is considered that future acquisitions/increased revenue would put Chesnara back in scope. 

 

– In September 2025, a new UK law came into effect under the Economic Crime and Corporate Transparency Act 2023. 

It introduces a corporate offence of failing to prevent fraud, aimed at strengthening how organisations tackle 

economic crime.  Organisations may be held criminally liable if an associated person such as an employee, agent, 

subsidiary, or someone acting for the organisation commits a fraud offence intended to benefit the organisation (or 

its clients), unless the organisation can demonstrate it had ‘reasonable fraud prevention procedures’ in place. If found 

liable, the organisation may face unlimited fines, regardless of whether senior management was aware of the fraud. 

Chesnara has taken steps to ensure our responsibilities under the new law are met by putting in place measures 

based on the government’s six key principles for fraud prevention. 
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Introduction (continued) 
– In January 2024 the Financial Reporting Council (FRC) announced important revisions to the UK Corporate 

Governance Code (the Code). The FRC is allowing an extra year for Boards to prepare to report under the new 

provisions on monitoring and effectiveness of internal controls. Chesnara has progressed activity during 2025 to 

ensure that it has an appropriate assurance framework in place to support the Board’s declaration for the financial 

year beginning on 1 January 2026 which will be reflected in the annual report to be published in 2027. 

 

– Solvent exit planning has gained greater regulatory focus in 2025 as PRA and FCA guidance encourages firms to 

embed exit strategies into risk management frameworks and stress test scenarios to ensure that even in adverse 

conditions, obligations can be met without requiring an insolvency process. The PRA’s solvent exit planning rules and 

expectations are due to come into force on 30 June 2026. Firms are expected to meet the supervisory expectations in 

the related PRA Supervisory Statement (SS11/24) by that date, and regulators may request a firm’s Solvent Exit 

Analysis (SEA) from then onward. Group / Chesnara is not in scope but will need to be consulted for any key 

assumptions in the CA SEP regarding Group support. 
 

– UK regulators completed the baseline operational resilience regime in which firms were expected to identify 

important business services, set impact tolerances and test scenarios by 31 Mar 2025 and the Critical Third Party 

(CTP) framework came into force 1 Jan 2025 enabling regulators to monitor and, if designated by HM Treasury, 

directly oversee resilience standards and reporting from specified third party service providers. Chesnara and CA’s 

annual self-assessment concluded that Chesnara and CA had met the regulatory minimum standards by the 31 March 

2025 deadline and operational resilience has now been embedded into BAU.   

 

– The EU Digital Operational Resilience Act (DORA) became applicable on 17 Jan 2025 strengthening digital operational 

resilience, requiring financial firms and their critical ICT providers to prevent, detect, withstand and report cyber and 

technology-related disruptions. All Business Units were considered to be materially compliant with the new 

regulations, taking account of their size and overall risk profile, as well as the nature, scale and complexity of their 

services, activities and operations. Movestic and Scildon applied a risk-based approach to implementation with focus 

given to material processes and suppliers to ensure they were materially compliant with the new regulations by the 

deadline. Further embedding has been carried out throughout 2025. 

 

– The FCA’s Consumer Duty, which came into force for open products in July 2023 and closed products in July 2024, 

has continued to be a regulatory focus in 2025, with the regulator moving from implementation to impact and 

embedding expecting firms to demonstrate through outcomes monitoring, product/service design, consumer 

understanding and fair value delivery that they are meeting Duty standards. The FCA has outlined priority focus areas 

through 2025/26, including fair value, vulnerable customers, monitoring outcomes and how the Duty applies across 

distribution chains. It is expected there will be further consultations in 2026. Additionally, the FCA has confirmed that 

it will, together with the Information Commissioners Office (ICO), provide further clarity on the interaction between 

expectations on balancing vulnerability, data sharing and data protection. 

 

– In December 2025 the PRA published Supervisory Statement 5/25 – Enhancing banks’ and insurers’ approaches to 

managing climate related risks. This statement replaces the earlier SS3/19 and sets out updated and enhanced 

expectations for how UK regulated firms should identify, assess, manage and disclose the financial risks arising from 

climate change. It covers areas such as governance, risk management, climate scenario analysis, data, and 

disclosures and aims to ensure firms build the capabilities and resilience needed to manage climate risks effectively. 

The updated PRA guidance reflects a higher bar for climate risk integration and reporting compared with earlier 

expectations, recognising that firms must go beyond awareness toward deep embedding of climate risks into their 

risk frameworks and financial reporting. 

 

– In 2025 both the UK and the European Union significantly advanced their approaches to AI with focus on managing 

risks related to data governance, bias, model explainability and third-party dependencies as AI adoption grows. In the 

UK, regulators and policymakers emphasised a flexible, principles based framework, encouraging growth and 

experimentation while integrating AI into existing financial and data regulation rather than creating prescriptive new 

rules. The Data (Use and Access) Act 2025 updated UK data protection law to clarify how automated decision making 

and AI use are governed, and government proposals signposted long term strategic support for AI infrastructure and 

data access. The EU’s Artificial Intelligence Act (AI Act) officially entered into force on 1 August 2024, establishing 

comprehensive, risk-based AI regulatory regime that categorises systems by risk level and bans “unacceptable” uses, 

with compliance phases continuing through 2026 and beyond. 
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Assets invested in accordance with the prudent person principle 

Each insurance company within the Group has a Board-approved investment policy which incorporates the requirements 

of the prudent person principle.  The general requirements of the prudent person principle regarding invested assets are 

that assets should be invested such that: 

– they are appropriate to meet the liabilities that they are designed to match; 

– an appropriate level of liquidity should be maintained and forecast to be maintained having regard to the maturity 

profile of the liabilities they are designed to match; 

– the asset portfolio should not be overly concentrated in any particular area, such as counterparty, particular industry 

etc.; and 

– they are in the best interest of policyholders and beneficiaries. 

 

Where third party asset managers are employed to manage assets on behalf of the Group, mandates are put in place to 

ensure that the prudent person principle continues to be adhered to. 

 

The Group and divisional Boards set risk preferences for invested assets, having full regard for the prudent person 

principle, and these are applied by senior management when making investment decisions.  The risk preferences that are 

set cover a range of aspects relating to invested assets, such as credit risk, equity, property and currency exposures, 

interest rate risk, liquidity risk and the use of derivatives.  Regular reporting over the investment position and performance 

is performed to ensure ongoing adherence to the investment policy and associated risk preferences. 

 

The chart and table below give an indicative view of the Group’s overall risk profile, presenting a high-level summary of 

the composition of risk across the Group by aggregating the risk profiles of each entity across the different risk types. 

 

 
 
Note: 

Outer ring = 31 December 2025 

Inner ring = 31 December 2024 

 

      

      

Risk profile of insurance subsidiaries & Group 

At 31 December 2025 

Section 

reference UK Sweden Netherlands Group total 

Underwriting risk C.1 37% 34% 53% 39% 

Market risk C.2 52% 64% 40% 54% 

Operational risk C.5 5% 2% 6% 4% 

Counterparty risk C.6 7% 0% 2% 4% 

Total  100% 100% 100% 100% 
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Risk profile of insurance subsidiaries & Group 

At 31 December 2024 

 

 

Section 

reference 

 

 

 

UK 

 

 

 

Sweden 

 

 

 

Netherlands 

 

 

 

Group total 

Underwriting risk C.1 42% 35% 54% 40% 

Market risk C.2 47% 63% 38% 53% 

Operational risk C.5 6% 2% 6% 4% 

Counterparty risk C.6 5% 0% 2% 3% 

Total  100% 100% 100% 100% 

 

C.1 Underwriting risk 
C.1.1 Qualitative review of risk profile 

Underwriting risk  

Material underwriting risks affecting the Group include mortality, morbidity, longevity, expense, and lapse. 

 

Mortality/morbidity risk arises on contracts that pay out in the event of death or sickness.  The risk is of deaths/sickness 

experience being higher than expected, resulting in higher than expected claims pay-outs.  This can arise due to trend risk 

(e.g. changes in experience over time) or catastrophe risk (e.g. one-off events or pandemics).  Much of this risk is 

controlled through: the use of reinsurance; regular experience investigations and industry analysis to support best 

estimate assumption setting and identify trends; and options on certain products to vary premiums in the light of adverse 

experience. 

 

Longevity risk arises on deferred annuity and annuities in payment contracts, mainly affecting the CA and Scildon 

businesses. The risk is that future mortality experience is lighter than that assumed in longer pay out periods and potential 

losses.  Industry models to estimate future mortality improvements are used to monitor this risk. 

 

Expense risk is the risk that future expenses are higher than expected.  This may arise if expenses exceed budgeted levels, 

or if there are one-off unexpected costs e.g. regulatory change costs, or if future expense inflation is higher than expected.  

As part of the Group book is in run off, it is also exposed to the expense risks associated with a reducing book, where fixed 

costs need to be spread over a lower in force policy base.  The Group selectively outsources certain support activities to 

professional specialists where appropriate to reduce the impact of fixed and semi-fixed costs as the in-force business runs 

off.  

 

Lapse risk arises from the loss of future income if policyholder discontinuance rates are higher than expected. This can be 

driven by external events such as economic recession or reputational damage, or by internal factors such as poor fund 

performance or customer service delivery.  The Group mitigates this risk by focusing on delivering strong levels of 

ongoing customer service to support ongoing persistency trends and by using mass-lapse reinsurance to provide 

counterparty protection against the risks of material one-off lapse shocks 
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C.2 Market risk 
C.2.1 Qualitative review of risk profile 

Market risks result from fluctuations in asset values (equities, property, etc.), foreign exchange rates and interest rates and 

affects the Group’s ability to fund its promises to customers and other creditors, as well as pay a return to its shareholders.  

Market risk emerges in different ways through each of the different funds.  It arises directly in the non-linked policyholder 

funds and shareholder fund and indirectly in the linked funds where future charge income is dependent on the investment 

performance of the underlying funds.  Maintaining a well-diversified asset portfolio is used to manage the impact of 

market risk.  Market risk also arises in the with-profits funds within CA due to the existence of minimum guaranteed 

benefits for with-profit policyholders. 

 

 

C.3 Credit risk 
C.3.1 Qualitative review of risk profile 

Credit risk arises in all divisions directly via investment of non-linked policyholder funds and surplus assets and indirectly 

within unit-linked funds, through the impact on annual management charge income.  The risk can materialise in the form 

of defaults or downgrades, or via the impact of credit spreads on corporate bond values. 

 

Within the with-profits policyholder funds in CA plc, credit risk is generally borne by policyholders.  However, any defaults, 

or significant downgrades, could increase the cost of the guarantees in the funds.  The portion of the with-profits funds 

which is attributable to shareholders is exposed to credit risk. 

 

 

C.4 Liquidity risk 
C.4.1 Qualitative review of risk profile 

Liquidity risk is the risk that adequate liquid funds are not available to settle liabilities as they fall due and is managed by 

forecasting cash requirements, including timing and amounts of intra-Group cash flows, and by adjusting investment and 

cash management strategies to meet those requirements.  Other liquidity issues could arise from counterparty failures, a 

large spike in the level of claims or other unexpected expense.  The Group mitigates such risks by ensuring that available 

liquidity is set at a floor equal to the Group’s projected 12-month debt-servicing, working capital requirements and 

shareholder dividends.   

 

 

C.5 Operational risk 
C.5.1 Qualitative review of risk profile 

Operational risk is the risk of loss arising from inadequate or failed internal processes, human errors or failing systems. 

The Group and its divisions are exposed to operational risks which arise in the daily activities and running of the business.  

Operational risks may, for example, arise due to technical or human errors, failed internal processes, insufficient personnel 

resources or fraud caused by internal or external persons.  

 

The Group perceives operational risk as an inherent part of the day-to-day running of the business and understands that it 

cannot be completely eliminated.  However, the Group’s objective is to always control or mitigate operational risks, when 

it is possible to do so in an appropriate and cost-effective way.  

 

Parts of the Group outsource support activities to specialist service providers covering areas such as IT, policy 

administration, claims management, complaints management, finance, and accounting, actuarial, investment operations 

and fund management.  Consequently, some of the operational risk arises within the Group’s outsourced providers, and 

therefore operational risk management in this regard is heavily focused on reviewing, overseeing, and monitoring the 

operational controls that exist within the outsourced arrangements.  Operational and expenses risks may also arise if the 

outsource service providers do not have adequate business continuity plans or if the outsource provider defaults on the 

contract (e.g. due to financial difficulties) requiring the service to be transferred to another provider.
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C.6 Other material risks 
C.6.1 Qualitative review of risk profile 

Counterparty default risk 

Counterparty default risk arises for all other third-party agreements that the Group and its subsidiaries have in place with 

financial institutions and other service providers/suppliers.  This includes, for example, reinsurers, banks, outsourced 

administrative service providers, and independent financial advisors in Sweden and Netherlands.  Should these 

counterparties default, Chesnara risks financial loss, subject to the extent of unrecoverable loss in the event of default, and 

also potential loss of service to customers or other business continuity risks.  All counterparties including reinsurers, 

intermediaries and financial institutions are assessed for creditworthiness and before outsourcing arrangements are made 

full due diligence is carried out.  Controls are in place across the Group to limit the maximum exposure to single 

counterparties, to limit the minimum level of credit ratings for acceptable counterparties, and to monitor these credit 

ratings.  Control and assurance are also provided in various contractual protections. 

 

Conduct risk 

Conduct risk is the risk of failure to comply with regulatory standards and guidance, breach internal standards of achieving 

good customer outcomes, or of not treating customers fairly.  Conduct risk may also arise due a change in regulatory 

standards, particularly if this is applied retrospectively to policies that were set up a number of years ago.  Where the 

Group is open to new business there is also exposure to the conduct risks associated with the design, sales and marketing 

of new products. 

 

 

C.7 Any other information 
C.7.1 Risk profile (quantitative) 

This section considers the risk profile of Chesnara using the risk capital requirements calculated by the standard formula 

as at 31 December 2025.   

 

Chesnara has a well-diversified risk portfolio at a Group level. The level of equity risk has risen to 27%, driven by the 

growth in equity markets over 2025, and the proportionate decrease in currency risk due to the updated currency hedge.  

Otherwise the risk profile has been fairly stable during 2025.  

 

 

 

 

Note: 

Outer ring = 31 December 2025 

Inner ring = 31 December 2024 
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C.7 Any other information 
C.7.1 Risk profile (quantitative) (continued) 

The charts below illustrate the risk profiles at a divisional level (excluding Waard Schade on materiality grounds) using the 

risk capital requirements calculated by the standard formula as at 31 December 2025.  In the UK, the growth in equity 

markets together with the reduction in lapse exposure due to the extension of mass lapse reinsurance and the reduction in 

currency exposure due to the implementation of a foreign currency hedge has resulted in equity risk becoming the most 

dominant risk exposure. In Movestic, equity risk remains the largest risk exposure. The newly combined Scildon shows a 

balanced risk profile, with 2024 numbers shown on a Combined NL basis for consistency. 

 

 

 UK  SWEDEN - Movestic 
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C.7 Any other information (continued) 
C.7.2 Risk mitigation techniques and monitoring 

Risk assessment 

Section B.3.1 sets out the risk management system for Chesnara and section B.3.2 explains how Chesnara carries out its 

Own Risk and Solvency Assessment.  This provides the framework by which individual risks are identified, assessed, 

monitored and managed.  As part of this framework, Chesnara quantifies the capital impact of different risks by: 

– Determining the risk capital requirements using the standard formula as part of the quarterly financial reporting cycle. 

– Performing additional stress and scenario testing to support the ORSA. 

 

An assessment is carried out on an annual basis to confirm that the standard formula remains appropriate for establishing 

the regulatory capital requirements for Chesnara.  This assessment is approved by the Board. 

 

The quantitative and qualitative review in the previous sections showed that there have been no material changes in risks 

over the reporting period.   

 

Risk mitigation 

Chesnara has an established risk management system, which incorporates risk strategies, policies, control processes and 

reporting.  The risk management system provides the framework to monitor and manage risks, and to assess the 

effectiveness of controls and risk mitigation techniques. 

 

Within the risk management system, there are a number of specific risk policies covering all the main categories of risk.  

The risk policies set out the reporting procedures, roles and responsibilities, and the processes and controls to manage 

risk.  A summary of the key controls and risk mitigation techniques for each of the main risk areas is shown in the table 

below.   

 

Risk category Key controls and risk mitigation techniques 

Underwriting risk  

– Mortality/Morbidity – Reinsurance programmes to manage mortality and morbidity risk. 

– Regular experience investigations, and industry analysis, to support best estimate assumptions and 

identify trends. 

– Options on certain contracts to vary premiums in the light of adverse experience. 

– Expense risk – Stringent budgetary control, monitored as part of the annual planning and quarterly reporting cycles. 

– Outsourcing strategy to help reduce the impact of semi and fixed costs as the existing CA plc book runs 

off. 

– Options on certain contracts to increase policy charges. 

– Lapse risk – Regular experience investigations to support best estimate assumptions and identify trends. 

– Active investment management to support competitive policyholder returns. 

– Stringent management of customer service delivery and delivering good customer outcomes. 

– Reinsurance programmes to manage mass lapse risk. 

Market risk – Wide range of investment funds to avoid significant concentrations of risk. 

– Individual fund mandates to diversify risks and produce competitive returns. 

– Matching of assets and liabilities to reduce the impact of adverse interest rate movements. 

– Established investment governance framework to provide review and oversight of external fund 

managers and monitor adherence to investment policy. 

Credit and counterparty 

default 

– Operation of controls which limit the level of exposure to any single counterparty and impose limits on 

exposure by credit rating. 

– Reinsurance treaties with multiple reinsurers to help reduce reliance on a single reinsurance 

counterparty. 

Liquidity – Monthly cash flow forecasts to anticipate funding requirements over the following 12 months. 

– Monthly treasury reporting showing the liquid assets held and how this compares to the minimum 

threshold set. 

Operational risk – Close oversight of the performance and risk management of all internal functions and outsourced 

service providers. 

– Rigorous service level measures for outsourced service providers and management information flows 

under its contractual arrangements. 

– Ongoing monitoring and testing of internal and outsourced service provider business continuity plans, 

IT/Data Security programmes and financial assessments. 

Conduct risk – Close oversight of the performance and risk management of all internal functions and outsourced 

service providers. 

– The compliance functions across the Group maintain compliance plans which include comprehensive 

compliance monitoring programmes.  The activities of the compliance functions are summarised in 

Section B.4.2. 
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C.7 Any other information (continued) 
C.7.3 Stress and scenario testing 

C.7.3.1 Overview 

Chesnara uses the standard formula to determine its regulatory capital requirements, and these are calculated and 

reported on a quarterly basis.  As part of the Own Risk and Solvency Assessment (ORSA) Chesnara performs a forward-

looking assessment of its ability to meet the regulatory capital requirements under a range of stresses and scenarios. 

 

Full details of the stresses and scenarios, including both qualitative and quantitative climate change risk, the 

methodologies used, and the results are included in the Group ORSA report which is approved by the Board and has been 

submitted to the PRA.  The stress and scenario tests approved by the Board and included in the ORSA are summarised in 

the table below. 

 

These were selected for the ORSA based on the outcomes of Executive workshops, and follow the principles set out in the 

Group stress and scenario testing framework.  As well as current known risks, the stresses and scenarios take account of 

forward looking and emerging risks.  

 

 Stress 

 1 All yields fall (parallel) 

 2 Equity asset values fall 

 3 Credit spreads widen 

 4 Expense basis (inflationary shock) 

 5 Sterling appreciation 

 6 Climate change (disorderly) 

 7 Climate change (nationally determined contributions) 

 8 Combined Economic shock 

 

 

C.7.3.2 Methodology 

The stress and scenario tests were carried out with a base date of 30 June 2025. 

 

Assets are recorded at market value, liabilities are calculated based on best estimate assumptions, with risk capital (SCR) 

determined in accordance with the standard formula.  A risk margin is also held on the balance sheet to reflect the capital 

cost of holding capital to support the SCR. 

 

In quantifying the financial impact of each stress, the balance sheet is projected forward to 31 December 2025 and it is 

assumed that each stress occurs immediately after, with no subsequent recovery during the projection period.   

 

After applying the stress, risk capital is recalculated in accordance with the standard formula in order to re-establish the 

regulatory capital requirements. 
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C.7 Any other information (continued) 
C.7.3 Stress and scenario testing (continued) 

C.7.3.3 Outcomes from the stress and scenario testing  

Each stress and scenario test was performed using the methodology described above, and the solvency ratio (the ratio of 

Own Funds to the solvency capital requirement) was compared to the base financial position. Additional analysis was 

performed to overlay the impact of the inclusion of Chesnara Life in future financial projections. 

 

The analysis concluded that the free assets at 31 December 2025 were sufficient to withstand all of the stresses and 

scenarios approved by the Board and continue to meet its regulatory capital requirements.  Chesnara is a resilient Group 

in terms of its current solvency position, that can comfortably withstand all the stress and scenario tests chosen by the 

Board, starting from the forecast solvency position at 31 December 2025.   

 

The detailed results from the stresses and scenarios outlined above are included in the ORSA report, which is 

subsequently approved by the Board and privately submitted to the Prudential Regulation Authority.  

 

As part of the financial year end process undertaken at 31 December 2025, a range of sensitivities are also performed to 

show the impact on Chesnara’s key financial metrics, with summary results disclosed in the Chesnara Annual Report & 

Accounts.  The chart below provides some insight into the immediate impact of certain sensitivities that the Group is 

exposed to.  

 

 

     Solvency Ratio     Solvency Surplus £m 

 
 

 

 

 

 

Whilst the sensitivities above provide a useful guide, in practice, how the position reacts to changing conditions is 

complex and the exact level of impact can vary due to the interactions of events and the starting position. 
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C.7 Any other information (continued) 
C.7.3 Stress and scenario testing (continued) 

C.7.3.3 Outcomes from the stress and scenario testing (continued) 

Insight 
 

Foreign Exchange: Appreciation of sterling relative to our overseas currencies reduces the value of overseas surplus with 

partial mitigation from the Group currency hedge. 

 

Equity stresses: Lower equity valuations reduce the Group’s AuA. In turn, this decreases the value of Own Funds and the 

associated SCR as the value of the funds exposed to market risk reduce. The SCR reduction includes the impact of the 

Solvency II Symmetric Adjustment, and results in an increase in the Solvency Coverage Ratio. 

 

Interest rates: An interest rate rise reduces both the assets and liabilities, with the liabilities reducing more than the  

assets as the assets have a shorter duration than the liabilities. Conversely, an interest rate fall increases both the assets 

and liabilities, with the liabilities increasing more than the assets. 

 

Credit Spreads: Higher spreads reduce surplus as the rise in spreads decreases the value of Own Funds. 

 

Swap Rates: A reduction in the swap discount rate profile reduces the Group’s surplus by increasing the time-value of the 

projected future liabilities associated with the in-force book. 

 

Mass Lapse: A 10% mass-lapse event drives an immediate reduction in the Group’s projection of future surpluses, largely 

offset by the reduction in the associated SCR.  

 

Inflation: A permanent increase in inflation for all future years increases the Group’s future expense profile, reducing Own 

Funds and surplus. 

 

Mortality Rates: A 5% increase in mortality rates across the Group will reduce the future surplus projections from the in-

force book, leading to lower Own Funds and a reduction in Group’s surplus.  
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D.1 Assets 
Introduction 

This section of the report shows how the assets and liabilities of the Group have been valued, both for Solvency and IFRS 

reporting purposes.  The below table summarises the assets less liabilities, as measured on both a solvency and IFRS 

basis and provides a reference where further information has been provided. 

 

  
31 December 2025 

31 December 2024 

    (unaudited) 

  Solvency II 

value  

Statutory 

accounts 

value  

Solvency II 

value  

Statutory 

accounts 

value   
 Section reference £m  £m £m £m 

Assets Section D1 14,336.0 14,384.2 12,483.9 12,519.9 

Net technical provisions Section D2 (13,083.4) (13,403.9) (11,535.3) (11,852.0) 

Other liabilities Section D3 (491.9) (417.0) (413.9) (353.5) 

Assets less liabilities  760.7 563.3 534.7 314.4 

 

Below is the build up from the divisional values to the overall Group position for both the statutory and solvency values. 

 

                                                                                                     Solvency II value 31 December 2025 
  

UK Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Assets 4,492.4 6,707.2 2,771.2 365.2 14,336.0 

Net technical provisions (4,144.9) (6,472.2) (2,419.5) (46.8) (13,083.4) 

Other liabilities (201.3) (27.9) (83.6) (179.1) (491.9) 

Assets less liabilities 146.2 207.1 268.1 139.3 760.7 

 

                                                                                          Statutory accounts value 31 December 2025  

UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Assets 4,460.7 6,769.2 2,774.8 379.5 14,384.2 

Net technical provisions (4,255.4) (6,650.2) (2,498.3) - (13,403.9) 

Other liabilities (120.6) (25.8) (64.9) (205.7) (417.0) 

Assets less liabilities 84.7 93.2 211.6 173.8 563.3 

 

                                                                                               Solvency II value 31 December 2024 (unaudited) 
 

  UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Assets 4,280.3 5,190.1 2,902.1 111.5 12,484.0 

Net technical provisions (3,945.5) (4,967.2) (2,588.1) (34.5) (11,535.3) 

Other liabilities (157.5) (36.8) (69.5) (150.1) (413.9) 

Assets less liabilities 177.3 186.1 244.5 (73.1) 534.7 

 
                                                                                        

                                                                                       Statutory accounts value 31 December 2024 (unaudited)  

UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Assets 4,248.2 5,246.0 2,883.7 142.0 12,519.9 

Net technical provisions (4,042.4) (5,129.4) (2,680.2) - (11,852.0) 

Other liabilities (86.4) (35.1) (27.9) (204.1) (353.5) 

Assets less liabilities 119.4 81.5 175.6 (62.1) 314.4 
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D.1 Assets (continued)  
Introduction (continued) 

The table below shows separately each class of asset under Solvency II values and the statutory accounts (IFRS) value at 

the Group level. 

 

  
31 December 2025 

31 December 2024 

     (unaudited) 

  
Solvency II 

value  

Statutory 

accounts 

value  

Solvency II 

value  

Statutory 

accounts 

value 

(restated) 
 Note £m  £m £m £m 

Assets      
Deferred acquisition costs 1.01 - 64.7 - 59.3 

Intangible assets 1.01 - 24.6  - 27.9  

Deferred tax assets  - - 2.6 14.8 

Property, plant & equipment held for own use 1.02 7.6  7.6  5.9  5.9  

Investments (other than assets held for index-

linked and unit-linked contracts)  
 

1,914.9  1,904.5  1,642.7  1,645.8  

Property (other than own use)  -  -  1.3  1.3  

Holdings in related undertakings, including 

participations 
1.03 

3.6 1.8  10.0  12.9  

Equities  - - - - 

Bonds  1,007.0  998.2  986.4  986.4  

Government bonds 1.04 418.2  412.2  445.6  445.6  

Corporate bonds 1.04 588.7  585.9  540.8  540.8  

Collateralised securities 1.04 -  -  -  -  

Collective investments undertakings 1.04 894.8  894.8  637.6  637.6  

Derivatives 1.05 9.5  9.5  7.5  7.5  

Deposits other than cash equivalents 1.04  -  -  -  - 

Assets held for index-linked and unit-linked 

contracts 
1.06 

12,166.7  12,157.5  10,574.6  10,540.1  

Loans and mortgages  99.2  99.2  110.4  110.4  

Loans on policies 1.07 0.5  0.5  0.5  0.5  

Loans and mortgages to individuals 1.08 93.2  93.2  101.1  101.1  

Other loans and mortgages 1.09 5.5  5.5  8.8  8.8  

Insurance and intermediaries receivables 1.10 29.6  24.4  23.8  10.0  

Reinsurance receivables 1.11 28.5  1.3  20.1  1.9  

Receivables (trade, not insurance) 1.12 28.3  37.1  40.3  40.2  

Own shares (held directly) 1.13  -  -  -  - 

Cash and cash equivalents 1.14 50.6  50.6  55.3  55.3  

Any other assets, not elsewhere shown 1.15 10.6  12.7  8.2  8.2  

Total assets  14,336.0  14,384.2  12,484.0  12,519.9 
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D.1 Assets (continued) 
Introduction (continued) 

Below is the build up from the divisional values to the overall Group position for both the statutory and solvency values. 

 

                                                                                                       Solvency II value 31 December 2025 

   
UK  Sweden  Netherlands  

Other 

Group 

activities Total 

  £m  £m £m £m £m 

Assets 
           

Deferred acquisition costs - - - - - 

Deferred tax assets - - 20.7 (20.7) - 

Intangible assets - - - - - 

Property, plant & equipment held for own use - 1.6 6.0 - 7.6 

Investments (other than assets held for index-linked and unit-linked contracts)  436.7 46.6 1,061.9 369.7 1,914.9 

Assets held for index-linked and unit-linked contracts 3,982.8 6,630.8 1,553.1 - 12,166.7 

Loans and mortgages 0.1 - 99.1 - 99.2 

Insurance and intermediaries receivables 23.7 4.6 1.3 - 29.6 

Reinsurance receivables 28.1 - - 0.4 28.5 

Receivables (trade, not insurance) 3.9 0.5 13.2 10.7 28.3 

Own shares (held directly) - - - - - 

Cash and cash equivalents 15.3 16.5 15.8 3.0 50.6 

Any other assets, not elsewhere shown 1.8 6.6 0.1 2.1 10.6 

Total assets 4,492.4 6,707.2 2,771.2 365.2 14,336.0 

 

 

                                                                                             Statutory accounts value 31 December 2025 

   
UK  Sweden  Netherlands 

Other 

Group 

activities Total 

  £m £m £m £m £m 

Assets            

Deferred acquisition costs 0.5 53.7 - 10.6 64.8 

Deferred tax assets - - 31.8 (31.8) - 

Intangible assets - 8.3 - 16.4 24.7 

Property, plant & equipment held for own use           - 1.6 6.0 - 7.6 

Investments (other than assets held for index-linked and unit-linked contracts)  436.3 46.6 1,053.1 368.4 1,904.4 

Assets held for index-linked and unit-linked contracts 3,982.8 6,630.7 1,544.0 - 12,157.5 

Loans and mortgages 0.1 - 99.1 - 99.2 

Insurance and intermediaries receivables 16.7 4.6 3.1 - 24.4 

Reinsurance receivables 1.3 - - - 1.3 

Receivables (trade, not insurance) 3.9 0.5 22.0 10.7 37.1 

Own shares (held directly) - - - - - 

Cash and cash equivalents 15.3 16.5 15.7 3.0 50.5 

Any other assets, not elsewhere shown 3.8 6.7 - 2.2 12.7 

Total assets 4,460.7 6,769.2 2,774.8 379.5 14,384.2 

 

 



D. VALUATION FOR SOLVENCY PURPOSES  
 

CHESNARA PLC | SOLVENCY AND FINANCIAL CONDITION REPORT 2025    66 
 

D.1 Assets (continued)  
Introduction (continued) 
 

                                                                                                       Solvency II value 31 December 2024 (unaudited) 

   
UK  Sweden  Netherlands 

Other 

Group 

activities Total 

  £m  £m £m £m £m 

Assets 
           

Deferred acquisition costs - - - - - 

Deferred tax assets - - 23.6 (21.0) 2.6 

Intangible assets - - - - - 

Property, plant & equipment held for own use - 0.3 5.6 - 5.9 

Investments (other than assets held for index-linked and unit-linked contracts)  445.1 43.1 1,053.2 101.4 1,642.8 

Assets held for index-linked and unit-linked contracts 3,783.3 5,109.1 1,682.2 - 10,574.6 

Loans and mortgages 0.2 - 110.2 - 110.4 

Insurance and intermediaries receivables 15.5 5.4 2.9 - 23.8 

Reinsurance receivables 19.4 0.4 0.3 - 20.1 

Receivables (trade, not insurance) 5.7 12.4 8.1 14.1 40.3 

Own shares (held directly) - - - - - 

Cash and cash equivalents 10.9 13.4 16.0 15.0 55.3 

Any other assets, not elsewhere shown 0.2 6.0 - 2.0 8.2 

Total assets 4,280.3 5,190.1 2,902.1 111.5 12,484.0 

 

                                                                                             Statutory accounts value 31 December 2024 (unaudited) 

   
UK  Sweden  Netherlands 

Other 

Group 

activities Total 

  £m £m £m £m £m 

Assets 
           

Deferred acquisition costs 0.6 48.1 - 10.6 59.3 

Deferred tax assets - - 37.6 (22.8) 14.8 

Intangible assets - 8.1 - 19.8 27.9 

Property, plant & equipment held for own use - 0.3 5.6 - 5.9 

Investments (other than assets held for index-linked and unit-linked contracts)  443.6 43.1 1,057.7 101.4 1,645.8 

Assets held for index-linked and unit-linked contracts 3,783.3 5,109.1 1,647.7 - 10,540.1 

Loans and mortgages 0.2 - 110.2 - 110.4 

Insurance and intermediaries receivables 1.8 5.4 1.0 1.9 10.1 

Reinsurance receivables 1.9 - - - 1.9 

Receivables (trade, not insurance) 5.7 12.5 7.9 14.1 40.2 

Own shares (held directly) - - - - - 

Cash and cash equivalents 10.9 13.4 16.0 15.0 55.3 

Any other assets, not elsewhere shown 0.2 6.0 - 2.0 8.2 

Total assets 4,248.2 5,246.0 2,883.7 142.0 12,519.9 

 
 

Bases, methods, assumptions and inputs used in asset valuation for Solvency purposes, and difference between the 

amounts recorded in the financial statements: 

In general, assets are recognised and valued in line with IFRS accounting principles and consequently valued at fair value.  

For assets valued using fair value, Chesnara relies on quoted prices in active markets to value its investments.  Quoted 

market prices in an active market provide the most reliable evidence of fair value and are used without adjustment to 

measure fair value whenever available.  The Company assesses whether markets are active by considering both the 

frequency and volume of trades and whether these are sufficient to provide appropriate pricing information. 
 

Further detail by material asset class has been provided in the following pages. 
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D.1 Assets (continued) 
D.1.01 Intangible assets 

Basis for valuation 

Intangible assets, including deferred acquisition costs (DAC), acquired value of in-force (AVIF) policies, acquired value of 

customer relationships (AVCR) and bespoke software assets, are reported as assets under IFRS reporting. Under Solvency 

II, intangible assets are valued at £nil unless they can be sold separately and it can be demonstrated that there is value for 

the same or similar assets that has been derived from quoted market prices in active markets. 

 

As such, these intangibles are set to £nil in the Solvency II balance sheet and the associated cash flows are included in the 

measurement of Solvency II technical provisions. The de-recognition of these items reduces the Group Solvency II net 

assets (see table D.1 introduction). 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the valuation basis or estimation processes for Solvency II purposes.  

 

D.1.02 Property, plant & equipment held for own use 

Basis and methods for IFRS valuation 

Items of property and equipment are stated at cost less accumulated depreciation and impairment losses. 

 

Depreciation is charged on a straight-line basis over the estimated useful economic lives of the property and equipment on 

the following basis: 

- Computers and similar equipment 3 to 5 years 

- Fixtures and other equipment  5 years 

 

Solvency II valuation 

There are no differences between IFRS and SII for valuation purposes. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to either the recognition or valuation basis or estimation processes.  

 

D.1.03 Holdings in related undertakings, including participations  

Basis and methods for IFRS valuation 

Holdings in related undertakings, including participations are accounted for under IFRS using the “equity method”.  This 

means that the associate is initially carried at cost, and then subsequently adjusted by post-acquisition changes in the 

Group’s share of the net assets of the associate, less any impairment in the value of individual investments.  

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) 

The impairment of an existing holding in a related undertaking. 

 

Inputs 

Movement in the value of net assets of the associate. 

 

Solvency II valuation 

Under Solvency II valuation rules, the carrying value is determined by applying Solvency II valuation rules to the 

underlying assets and liabilities, whereas under IFRS the carrying value is determined with reference to the share of net 

assets as valued on an IFRS basis. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to either the recognition or valuation basis or estimation processes. 

 

D.1.04 Non-linked investment assets 

Basis and methods for IFRS valuation 

Non-linked assets are measured at fair value, with the exception of deposits other than cash equivalents held within 

Scildon which are reported at book cost. Fair values are determined by reference to observable market prices where 

available and reliable. The fair value of financial assets quoted in an active market are their bid prices as at the balance 

sheet date. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

No significant assumptions or judgements are made in the valuation of these assets, as they are based upon market 

observable inputs. 

 

Inputs for IFRS valuation 

Observable market prices.
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D.1 Assets (continued) 
Solvency II valuation 

There are no differences between IFRS and SII for valuation purposes, barring the immaterial difference that arises on the 

deposits other than cash equivalents held by Scildon. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.05 Derivatives 

Basis and methods 

Derivative financial instruments are measured at fair value and comprise forward exchange contracts.  The fair value of 

forward exchange contracts is their quoted market price at the balance sheet date, being the present value of the quoted 

forward price. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) 

No significant assumptions or judgements are made in the valuation of these assets, as they are based upon market 

observable inputs. 

 

Inputs for IFRS valuation 

Observable market inputs, including for similar instruments. 

 

Solvency II valuation 

There are no differences between IFRS and SII for valuation purposes. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.06 Assets held for index-linked & unit-linked funds 

Basis and methods for IFRS valuation 

Assets held for index-linked & unit-linked funds are measured at fair value.  Fair values are determined by reference to 

observable market prices where available and reliable. The fair value of financial assets (other than those held in collective 

investment schemes) quoted in an active market, are their bid prices as at the balance sheet date. For collectives, fair value 

is taken to be the published bid price. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

No significant assumptions or judgements are made in the valuation of these assets, as they are based upon market 

observable inputs. 

 

Inputs for IFRS valuation 

Observable market prices. 

 

Solvency II valuation 

There are no differences between IFRS and SII for valuation purposes. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.07 Loans on policies 

Basis and methods for IFRS valuation 

Loans on policies are measured at fair value. 

 
Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

No significant assumptions or judgements are made in the valuation of these assets, as they are based upon market 

observable inputs. 

 

Inputs for IFRS valuation 

Observable market prices. 

  

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   
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D.1 Assets (continued) 
D.1.08 Loans and mortgages to individuals 

Basis and methods for IFRS valuation 

At inception, loans and mortgages to individuals are measured at fair value, which is taken to be the acquisition value.  

Subsequent to this “loans and mortgages to individuals” are stated at their fair value. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

Loans and mortgages to individuals are reviewed annually for impairment. 

 

Inputs for IFRS valuation 

The IFRS valuation is determined on a fair value basis and is consistent with the Solvency II approach. 

 

Solvency II valuation 

Under Solvency II, loans and mortgages to individuals are valued at fair value using a valuation model. 

 

Inputs for Solvency II valuation 

The discounted cash-flow model by which the future cash-flows are modelled into a current fair value, uses a range of 

inputs, such as, market rates of interest, contract-end-date, interest-reset date, consumer mortgage tariffs per category and 

a constant prepayment rate. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.09 Other loans and mortgages 

Basis and methods for IFRS valuation 

Other loans and mortgages are measured at fair value. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

No significant assumptions or judgements are made in the valuation of these assets, as they are based upon market 

observable inputs. 

 
Inputs for IFRS valuation 

Observable market prices. 

  

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.10 Insurance & intermediaries receivables 

Basis and methods for IFRS valuation 

Insurance and intermediaries’ receivables are measured at fair value.  Fair value is taken to be the value of the receivable 

on initial recognition.  Should a subsequent indication of impairment be identified then the carrying value is adjusted to 

reflect the reduced value of the receivable. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

Insurance and intermediaries’ receivables are reviewed annually for impairment. 

 

Inputs for IFRS valuation 

Period end statements and calculations that reflect amounts outstanding as at the balance sheet date from policyholders, 

reinsurers, financial institutions, and other sundry debtors. 

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods however, following the implementation of IFRS 17, 

there are presentational differences for LIC under the two valuation methods. 
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D.1 Assets (continued) 
D.1.10 Insurance & intermediaries receivables (continued) 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.11 Reinsurance receivables 

These comprise of:  

a) Reinsurance assets; and 

b) Amounts deposited with reinsurers; and 

 

Basis and methods for IFRS valuation 

Reinsurance assets, representing amounts due from reinsurers under reinsurance contracts, are valued under IFRS 17. 

Amounts deposited with reinsurers are in respect of investment contracts and are valued under IFRS 9. 

 

Assumptions and judgments (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

For Reinsurance assets, the present value of future cash flows is adjusted for the risk of ‘non-performance of reinsurance’ 

based on assumptions regarding the extent to which the reinsurance asset has a risk of not being fully recoverable.  

 

Inputs for IFRS valuation 

Reinsurance receivables are measured based on expected cash flows arising from the underlying reinsurance treaties, 

including an allowance for counterparty risk. 

 

Solvency II valuation 

Reinsurance receivables are valued in Solvency II on the same basis as for IFRS, barring reinsurance recoverables which 

are valued using Solvency II reserving methodologies rather than IFRS reserving methodologies.  There is a presentational 

difference on the reassured claims, where under SII the reassured claims are shown separately but under IFRS 17, these 

form part of the reassured reserves. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.12 Receivables (trade, not insurance) 

Basis and methods for IFRS valuation 

Receivables are measured at fair value. Fair value is taken to be the value of the receivable on initial recognition.  Should a 

subsequent indication of impairment be identified then the carrying value is adjusted to reflect the reduced value of the 

receivable. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

Receivables are assessed annually for impairment. 

 
Inputs for IFRS valuation 

Invoices that reflect the initial recognition value. 

 

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   
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D.1 Assets (continued) 
D.1.13 Own shares 

Basis and methods for IFRS valuation 

Own shares held are not recognised as an asset under IFRS but recognised as part of equity. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

None. 

 
Inputs for IFRS valuation 

Number of own shares held and price paid for the shares. 

 

Solvency II valuation 

Under Solvency II, own shares are recognised on the market value balance sheet as an asset. 

 

There are no differences between the IFRS and SII valuation methods.   

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.14 Cash and cash equivalents 

Basis and methods for IFRS valuation 

Cash and cash equivalents include cash-in-hand, deposits held at call with banks and other short-term highly liquid 

investments and are measured at fair value. Highly liquid is defined as having a short maturity of three months or less at 

their acquisition. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

None. 

 

Inputs for IFRS valuation 

– Bank and term deposit statements. 

– Bank reconciliation timing differences. 

 

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   

 

D.1.15 Any other assets, not elsewhere shown 

Basis and methods for IFRS valuation 

This category of assets only includes prepayments.  Prepayments are valued by spreading the up-front cost of an asset or 

service over the time period over which the service is received / time period over which the asset is consumed. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

Judgement is applied in estimating the benefit arising from the prepayment and the duration over which the asset is 

recognised. 

 

Inputs for IFRS valuation 

The initial prepaid cost and spreading profile. 

 
Solvency II valuation 

There are no differences between the IFRS and SII valuation methods as the carrying value in the IFRS balance sheet is 

deemed to represent the fair value of the asset. 

 

Changes made to the recognition and valuation bases used or on estimations made during the period 

During the year, there were no changes made to the recognition or valuation basis or estimation processes.   
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D.1 Assets (continued) 
D.1.16 Deferred tax assets 

Deferred tax assets arise from temporary differences between the Solvency II balance sheet and the tax base of assets and 

liabilities. 

 

The total amount of deferred tax assets before restriction for probable utilisation is £32.5m. These arise from temporary 

differences recognised within the Solvency II valuation basis. Certain tax losses and other deferred tax attributes remain 

unrecognised where relevant recognition criteria are not met, 

 

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against 

which they can be utilised. This assessment reflects: 

• expected future taxable profits arising from in-force business; and  

• the reversal of deferred tax liabilities within the same tax jurisdiction.  

 

The assessment of recoverability is supported by the Group’s business planning and capital management processes. The 

assumptions underlying the recognition of deferred tax assets are consistent with those used in the assessment of the 

loss-absorbing capacity of deferred taxes within the Solvency II framework.  

 

Movements in deferred tax balances during the year, including utilisation and remeasurement of deferred tax assets, are 

consistent with the Group’s profitability and capital position. 

 

At 31 December 2025, the Group is in a net deferred tax liability position. Deferred tax assets arise in certain entities and 

are assessed locally for recognition and capital purposes.  

 

Where relevant, projections of future taxable profits are based on approved business plans and assumptions consistent 

with those used in the Group’s ORSA and capital management framework. 
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D.2 Technical provisions 
D.2.1 Value of technical provisions 

The following table analyses the net technical provisions / insurance liabilities under Solvency II and IFRS values.  The 

figures below are ‘net’ as they show both the gross position and also the associated reinsurance recoverables. 

 

 
31 December 2025 

31 December 2024 

    (unaudited) 

 
Solvency II 

value 

Statutory 

accounts 

Value 

 

Solvency II 

value 

Statutory 

accounts 

Value 

(restated) 
 

£m £m £m £m 

Net technical provisions:     
Technical provisions (non-life):     

   Best Estimate / statutory accounts value 10.9 11.6 11.4 12.1 

   Risk margin 1.3 - 1.3 - 

   Reinsurance recoverables (1.1) (1.4) (1.7) (4.5) 

   Total 11.1 10.2 11.0 7.6 

     

Technical provisions (life):     

   Best Estimate / statutory accounts value 13,110.7  13,580.2  11,564.8 12,028.6 

   Risk margin 75.2   - 78.2 - 

   Reinsurance recoverables (113.6) (186.5) (118.7) (184.2) 

   Total 13,072.3 13,393.7 11,524.3 11,844.4 

     

Total net technical provisions 13,083.4 13,403.9 11,535.3 11,852.0 

 

The technical provisions for Group consist of technical provisions (TP) calculated as a whole, best estimate liabilities 

(‘BEL’) and the risk margin.  This section considers the TP calculated as a whole, BEL and risk margin separately, 

describing the basis, methods, and main assumptions.  Where relevant, this section highlights differences in basis, 

methods, and main assumptions between the lines of business. 

 

TP calculated as a whole 

The technical provisions calculated as a whole are used to represent the policyholder value of unit-linked contracts and are 

set with reference to the unit fund as at the valuation date. 

 

BEL basis and methodology  

The BEL corresponds to the probability-weighted average of future policyholder cash-flows in excess of any TP calculated 

as a whole allowing for items such as premiums, claims, expenses and lapses.  The calculation takes account of the time 

value of money (expected present value of future cash-flows), using the relevant risk-free interest rate term structure 

supplied by EIOPA (Movestic, Waard Schade and Scildon) and the PRA (CA and Chesnara). 

 

For CA & Waard Schade, the calculation is conducted at a per-policy level for all business with negative BELs being permitted.  

Similarly, no implicit or explicit surrender value floor is assumed.  

 

For Movestic, the calculation is conducted at a per-policy level for the health and unit-linked life business. For the non-life 

health business and the life (excluding health and unit-linked business) the best estimate is calculated on Grouped policy 

data. Each Group consists of a homogeneous risk Group. 

For Scildon, per-policy data for all business (including the Group pension business) is collected and used to calculate the 

best estimate. 

 

Policyholder cash flows 

The cash-flow projections include all the cash in-flows and out-flows required to settle the insurance and reinsurance 

obligations over the lifetime of the policy.  Specifically: 

– claim payments including both guaranteed and discretionary;  

– expenses; 

– premiums; 

– renewal and initial commission; 

– investment related cash-flows; and 

– taxation payments.
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D.2 Technical provisions (continued) 
D.2.1 Value of technical provisions (continued) 

Policyholder cash flows (continued) 

Below is the build up from the divisional values to the overall Group position for both the statutory and solvency values. 

 

                                                                                                                     Solvency value 31 December 2025 

 
UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Net technical provisions:      

Technical provisions (non-life):      

   Best Estimate - 10.9  - - 10.9  

   Risk margin - 1.3  - - 1.3  

   Reinsurance recoverables - (1.1) - - (1.1) 

   Total - 11.1 - - 11.1 

         

Technical provisions (life):         

   Best Estimate 4,288.0  6,449.5  2,326.4  46.8 13,110.7  

   Risk margin 11.2  21.9  42.1  - 75.2  

   Reinsurance recoverables (154.3) (10.3) 51.0  - (113.6) 

   Total 4,144.9  6,461.1 2,419.5  46.8 13,072.3 

       

Total net technical provisions 4,144.9 6,472.2 2,419.5 46.8 13,083.4 

 

                                                                                                                     Statutory value 31 December 2025  

UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Net technical provisions:      

Technical provisions (non-life):      

   Statutory accounts value - 11.6  - - 11.6  

   Reinsurance recoverables - (1.4) - - (1.4) 

   Total - 10.2 - - 10.2 

      

Technical provisions (life):      

   Statutory accounts value 4,440.0  6,650.3  2,489.9  - 13,580.2  

   Reinsurance recoverables (184.6) (10.2) 8.3  - (186.5) 

   Total 4,255.4 6,640.1 2,498.2  - 13,393.7 

      

Total net technical provisions 4,255.4 6,650.3 2,498.2 - 13,403.9 
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D.2 Technical provisions (continued) 
D.2.1 Value of technical provisions (continued) 

                                                                                                                     Solvency value 31 December 2024 (unaudited) 

 
UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Net technical provisions:      

Technical provisions (non-life):      

   Best Estimate - 11.4 - - 11.4 

   Risk margin - 1.3 - - 1.3 

   Reinsurance recoverables - (1.4) (0.3) - (1.7) 

   Total - 11.3 (0.3) - 11.0 

         

Technical provisions (life):         

   Best Estimate 4,091.2 4,946.5 2,492.6 34.5 11,564.8 

   Risk margin 12.0 19.5 46.7 - 78.2 

   Reinsurance recoverables (157.7) (10.1) 49.1 - (118.7) 

   Total 3,945.5 4,955.9 2,588.4 34.5 11,524.3 

       

Total net technical provisions 3,945.5 4,967.2 2,588.1 34.5 11,535.3 

 

                                                                                                                     Statutory value 31 December 2024 (unaudited)  

UK  Sweden  Netherlands 

Other Group 

activities Total 

 £m £m £m £m £m 

Net technical provisions:      

Technical provisions (non-life):      

   Statutory accounts value - 12.1 - - 12.1 

   Risk margin - - - - - 

   Reinsurance recoverables - (1.8) (2.7) - (4.5) 

   Total - 10.3 (2.7) - 7.6 

      

Technical provisions (life):      

   Statutory accounts value 4,231.2 5,129.7 2,667.7 - 12,028.6 

   Risk margin - - - - - 

   Reinsurance recoverables (188.8) (10.6) 15.2 - (184.2) 

   Total 4,042.4 5,119.1 2,682.9 - 11,844.4 

      

Total net technical provisions 4,042.4 5,129.4 2,680.2 - 11,852.0 
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D.2 Technical provisions (continued) 
D.2.1 Value of technical provisions (continued) 

Future developments that will have a material impact on the cash-flows within the BEL calculation are allowed for 

appropriately and include items such as demographic, legal, medical, technological, social, environmental, and economic 

developments.  Cash-flows included in the BEL are gross of any amounts recoverable from reinsurance. 

 

Reinsurance recoverables sit within the assets on the SII balance sheet. The calculation of reinsurance recoverables 

reflects the key features of the relevant reinsurance treaties and uses a similar cash-flow approach as used for the 

calculation of the BEL. 
 

Through the cash-flow approach, Chesnara does not use any significant simplified methodology in calculating technical 

provisions.  

 

Probability weighting 

The probability weighting applied to each cash-flow explicitly takes account of the probability that the cash-flow will occur 

for the policyholder at each future time. 

 

BEL description of main assumptions  

Discount rates 

The time-value of money is captured by discounting the cash-flow at a future time with reference to risk-free interest rates 

prescribed by EIOPA (Movestic, Scildon and Waard Schade) and the PRA (CA and Chesnara).  The risk-free rates vary by 

time for each currency and are derived with reference to interest rate swaps, with an adjustment to remove the credit risk.  

For insurance companies within the Chesnara Group, CA and Scildon apply the volatility adjustment, though do not apply 

the matching adjustment. Waard Schade and Movestic do not apply the matching adjustment or volatility adjustment. 
 

Demographic assumptions 

The calculation of the probability weighting for each future cash-flow requires information on the likelihood of the policy 

still being in-force at the time that the cash-flow would materialise.  This requires assumptions on the mortality, lapse, and 

morbidity of the policy, as well as the point at which the policy matures.  The approach to deriving appropriate 

assumptions for these demographics involves: 

– Analysis of actual experience; 

– Assessment on both amounts and policy bases; 

– Comparison to standard tables (not for lapses);  

– Ensuring appropriate time periods are used to minimise volatility in own-experience results; and 

– Expert judgement. 

 

Assumptions are derived using analysis of actual experience and set separately for each class of business covering for 

example: 

– Assurance products  

– Term products 

– Annuity products 

– Critical illness products 

 

Where applicable, assumptions are also required for future mortality improvement.   

 

Expense assumptions 

Latest management views on expenses for Chesnara are included within the calculation of the BEL and appropriate 

allowance within the SCR components.  Where certain services are outsourced as identified in section B.7.2, the full cost 

associated with these arrangements are included in the BEL. 

 

Policyholder behaviour - lapse and surrender assumptions 

It is necessary to make assumptions regarding the number of policies that are terminated early by policyholders as these 

can have a variety of effects on the value of future liabilities.  These policyholder discontinuances include: 

– Lapsing a policy such that no future premiums or benefits are payable. 

– Making the policy paid-up by stopping paying premiums but with the policy continuing for the remainder of the term 

with a reduced level of benefits. 

– Early retirement or transfer under a pension policy. 

 

Assumptions on lapses and surrenders are based on each division’s own statistics and experiences together with other 

factors and circumstances that we believe will have a significant impact on the future lapse and surrender rates. 
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D.2 Technical provisions (continued) 
D.2.1 Value of technical provisions (continued) 
 

Risk margin 

The risk margin is calculated in accordance with the Solvency II specifications.  The risk margin represents the cost of capital 

which would be added to the BEL to arrive at a fair value of the liabilities i.e. the price at which a notional purchaser (the 

“reference undertaking”) would take on the liabilities assuming a rational market.   
 

The Chesnara Group risk margin is calculated as the sum of the individual divisions’ risk margins (i.e. CA, Movestic, Scildon 

and Waard Schade). 
 

For each division, the risk margin for the whole portfolio of liabilities is calculated by projecting aspects of the Solvency 

Capital Requirement (SCR) for the division, applying a cost of capital rate to the projected SCR and then discounting the cost 

of capital using a risk-free rate. 
 

Each division uses a simplified calculation for deriving the risk margin in accordance with Article 58 in the Solvency II 

Delegated Acts, where risk drivers are used to project the SCR at each future time. 
 

The rate used in the determination of the cost of providing that amount of eligible Own Funds (Cost-of-Capital rate) is 6% 

p.a. for Movestic, Scildon and Waard Schade, and 4% p.a. for CA (PRA reforms implemented on 31/12/2023).  

 

For CA, a risk tapering factor was introduced to allow progressively lower weight to be given to each year of projected future 

capital requirements (PRA reforms implemented on 31/12/2023).  

 

The risk-free rate used for discounting in the risk margin calculation is that of the base risk-free rate term structure for each 

division, without any matching adjustment or volatility adjustment. 

Group adjustments 

As part of the consolidation process, a Chesnara Group level adjustment is applied to the aggregated position to 

appropriately allow for Group level expenses not recharged out to the individual entities. 

 

It is noted that the following adjustments are also applied at Chesnara Group level relating to the Solvency Capital 

Requirement: 

– appropriate allowance for contributions to the Group SCR owing to investments held at a Group level; and 

– adjustment to currency risk to assess Group’s overall risk to currencies other than GBP. Each regulated insurer within 

the Group will be assessing their SCR assuming a 25% fall of overseas currencies against their local currency, so GBP 

for CA, SEK for Movestic and EUR for Scildon and Waard Schade. The Group assessment looks at all assets & liabilities 

of Group against GBP. The Group level currency risk is also adjusted to allow for the FX hedge which was implemented 

in December 2022 (with hedging values updated annually).  
 

D.2.2 Level of uncertainty within the technical provisions 

Uncertainty in the calculation of technical provisions arises largely because future experience will differ from the 

assumptions used in the calculation. 

  

In some cases, assumptions are largely prescribed by regulation and there is limited room for judgement. 

  

However, for many demographic assumptions there is greater judgement involved. A balance must be struck between 

historical data, current conditions and expectations of the future. When data is insufficient, unrepresentative or 

inconclusive, expert judgement must be relied on. 

 

Subjectivity arises in decisions such as: 

 

• how relevant past data is to future experience 

• which time periods to include in experience analyses 

• how to group data 

• how management actions or changes in social, economic, or regulatory conditions might affect outcomes 

 

Most assumptions for calculating technical provisions are set deterministically, but economic assumptions are modelled 

stochastically for both CA With Profit funds to properly capture the cost of guarantees. 

 

The sensitivity of Chesnara’s solvency position to changes in key assumptions is shown in Section C.7.3 of this document.
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D.2 Technical provisions (continued) 
D.2.3 Comparison of technical provisions valuation methods, bases, assumptions and values for Solvency purposes and 

IFRS  

A comparison of the technical provisions under both IFRS and Solvency II bases is shown in the table below.  All figures 

are net of reinsurance.  

                                                          

31 December 2025  UK Sweden  Netherlands 

Other Group 

activities 

Group 

Total 

 Note  £m £m £m £m £m 

IFRS technical provisions 1  4,255.4   6,650.2   2,498.3   -     13,403.9  

Non-unit investment provisions 2  (22.4)  (192.9)  -     -     (215.3) 

Contract boundary restrictions 3  (2.4)  1.5   3.7   -     2.8  

Non-attributable expenses 4  0.3   -     6.8   46.8   53.9  

Savings Mortgage valuation approach 5  -     -     39.5   -     39.5  

Other differences between pvFCF & BEL 6  (0.1)  17.4   12.0   -     29.3  

Total difference between pvFCF & BEL   (24.6)  (174.0)  62.0   46.8   (89.8) 

Difference between risk adjustment & risk 

margin 7 
 6.2   21.2   28.8   -     56.2  

Removal of CSM 8  (37.9)  (8.1)  (124.0)  -     (170.0) 

Removal of liability for incurred claims 9  (54.2)  (17.1)  (45.6)  -     (116.9) 

SII technical provisions   4,144.9   6,472.2   2,419.5   46.8   13,083.4  

 

31 December 2024 (unaudited)  UK Sweden  Netherlands 

Other Group  

activities 

Group 

Total 

 Note  £m £m £m £m £m 

IFRS technical provisions 1 4,042.3 5,129.4 2,680.2 - 11,851.9 

Non-unit investment provisions 2 (24.2) (175.8) - - (200.0) 

Contract boundary restrictions 3 (6.0) 1.4 3.5 - (1.1) 

Non-attributable expenses 4 0.3 - 7.2 34.5 42.0 

Savings Mortgage valuation approach 5  -     -     34.5   -     34.5  

Other differences between pvFCF & BEL 6 (4.7) 18.4 11.8 - 25.5 

Total difference between pvFCF & BEL  (34.6) (156.0) 57.0 34.5 (99.1) 

Difference between risk adjustment & risk 

margin 7 
7.5 18.9 32.4 - 58.8 

Removal of CSM 8 (29.9) (7.5) (138.4) - (175.8) 

Removal of liability for incurred claims 9 (39.8) (17.6) (43.1) - (100.5) 

SII technical provisions  3,945.5 4,967.2 2,588.1 34.5 11,535.3 
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D.2 Technical provisions (continued) 
D.2.3 Comparison of technical provisions valuation methods, bases, assumptions and values for Solvency purposes and 

IFRS (continued) 

The main differences between the two bases can be explained as follows: 

– Note 1: The IFRS Technical Provisions include the following components: pvFCF (present value of fulfilment cashflows), 

RA (Risk Adjustment), CSM (Contractual Service Margin) and LIC (Liability for Incurred Claims). 

– Note 2: Under IFRS investment contracts reserves are equal to the value of units, whereas under SII the BEL allows for 

all future cash flows. In general it is expected that future charges will outweigh future expenditure, so the SII BEL for 

investment contracts is lower than unit value, thus creating a negative non-unit provision. 

– Note 3: Under Solvency II it is a requirement to establish contract boundaries to determine whether an insurance 

obligation or reinsurance obligation is to be treated as existing or future business (with only existing business 

considered in scope for the calculation of technical provisions).  Contract boundaries also apply under IFRS, but a wider 

range of considerations is taken into account when determining the boundary.  For Chesnara this means that there are 

fewer contract boundary restrictions under IFRS. 

– Note 4: This represents investment expenses on insurance contracts that are deemed not to provide an investment 

service to policyholders, hence not applicable for IFRS but are applicable for Solvency II. In 2025, this also includes the 

Solvency II Group expense BEL, which isn’t applicable to IFRS and which was in the ‘Other differences between pvFCF 

& BEL’ line in 2024. 

– Note 5: This represents the difference in valuation approach on Dutch Savings Mortgage business. For Solvency II, the 

product is classified as unit-linked by the DNB and the BEL is set to fund value. Under IFRS 17, projected cashflows are 

used to calculate pvFCF. 

– Note 6: This captures the impact of other differences between IFRS pvFCF and SII BEL.  

– Note 7: Under IFRS, a Risk Adjustment is held for non-hedgeable risks. Under Solvency II, a Risk Margin is held. This 

step represents the movement from the IFRS Risk Adjustment to the Solvency II Risk Margin. Key differences between 

the IFRS Risk Adjustment and the Solvency Risk Margin include: 

– Cost of Capital Differences (IFRS: 3.25%, Solvency II: 4% in the UK, 6% in the EU) 

– Risk tapering is applied in the IFRS Risk Adjustment, but only applied to CA business for the SII Risk Margin 

(current difference in PRA and EIOPA SII Risk Margin methodology). 

– Investment Business is included in the Solvency II Risk Margin, but not included in the IFRS Risk Adjustment 

– Counterparty Default Risk and Operational Risk are both included in the Solvency II Risk Margin, but not included 

in the IFRS Risk Adjustment.  

– Note 8: IFRS Technical Provisions include CSM. This doesn’t exist under Solvency II. 

– Note 9: IFRS Technical Provisions include LIC. This forms part of the BEL under Solvency II but is not presented 

separately. 
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D.2 Technical provisions (continued) 
D.2.4 Use of long-term guarantee package 
The implementation of Solvency II permitted the use of a number of adjustments, referred to as the “long term guarantee 

package”.  The Company’s use of the individual components within the long-term guarantee package has been outlined 

below: 

– Matching adjustment: This has not been applied by the Group. 

– Volatility adjustment: This has been applied for CA and Scildon. 

– Transition risk-free interest rate-term structure: This transitional measure has not been applied by the Group. 

– Transitional deduction to technical provisions: This transitional measure has not been applied by the Group. 

 

The impact of applying the volatility adjustment for CA and Scildon on the Group solvency position is set out in the table 

below: 

 

 
With VA No VA Difference 

 
£m  £m £m  

Gross technical provisions  13,198.1   13,208.7   10.6  

Basic Own Funds  906.6   900.6   (6.0) 

Excess of assets over liabilities  760.7   753.4   (7.3) 

Restricted Own Funds due to ring-fencing and matching portfolio  5.7   4.5   (1.2) 

Eligible Own Funds to meet Solvency Capital Requirement  859.0   851.1   (7.9) 

Tier 1  692.3   684.4   (7.9) 

Tier 2  146.0   146.0   -    

Tier 3  20.7   20.7   0.0  

Solvency Capital Requirement  334.0   334.9   1.0  

Solvency surplus  525.0   516.2   (8.8) 

Solvency ratio  257.2%   254.1%   (3.1%) 

Eligible Own Funds to meet Minimum Capital Requirement  718.1   710.2   (7.9) 

Tier 1  692.3   684.4   (7.9) 

Tier 2  25.7   25.7   0.0  

Tier 3  -     -     -    

Minimum Capital Requirement  128.7   128.7   0.0  

 

An analysis of the difference in ‘Excess of assets over liabilities’ and ‘eligible Own Funds to meet Solvency Capital 

Requirement’ is set out in section E.1.4. 

 

D.2.5 Reinsurance recoverables  

This section provides a description of the recoverables from the reinsurance contracts.   

 

Value of reinsurance recoverables 

A breakdown of the value of reinsurance recoverables, by line of business, has been provided in section D.2.1 above. 

 

Methodology and assumptions 

The methodology and assumptions used for calculating the value of reinsurance recoverables is identical to that used for 

the calculation of the BEL with the cash-flow items being the reinsurer’s share of all cash in-flows and out-flows. 

 

Adjustment for expected default 

The gross reinsurance recoverables are adjusted to take account of expected losses due to default of the reinsurance 

counterparty.  

 

Methodology 

The adjustment to take account of expected losses due to default of a reinsurance counterparty is calculated as the present 

value of the lost reinsurance recoverables due to reinsurer default.  It therefore relates to the stream of future reinsurance 

recoverables and to the probability of default in each future time period.  It is carried out separately for each reinsurer.  The 

loss on default is limited to a percentage of the recoverables from the time of default onwards (loss given default or 

LGD%), based on the collateral arrangements of the specific reinsurance arrangement.  The LGD% is subject to a minimum 

of 50%. 
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D.2 Technical provisions (continued) 
D.2.5 Reinsurance recoverables (continued) 

Assumptions 

In the above methodology, the recoverables and discount factor used are as defined previously.  Additional assumptions 

required are the probability of default, and the percentage recovery rate.  The probability of default is derived from the 

credit rating of the reinsurer in line with the mappings in the PRA Rulebook. 
 

The maximum 50% recovery rate upon default is defined in regulation. Whilst a recovery rate of greater than 50% is not 

permitted, Chesnara uses a rate lower than 50% where its assessment identifies reason to believe that 50% recovery on 

default would not be reliable. 

 

D.2.6 Changes in assumptions  

The methodology for setting the assumptions for the Solvency II calculations as at 31 December 2025 is unchanged from 

the valuation as at 31 December 2024.  

 

Solvency II regulations require a probability-weighted basis for the experience assumptions.  To achieve this, the 

assumptions have taken account of:  

– experience in recent years;  

– trends observed in recent years; and  

– any other known or likely factors that may affect future behaviour.  

 

As a rule, it is assumed that recent experience (over the last few years) represents the central position for the probability 

weighted assumption, unless there are reasons why this is considered not immediately appropriate. To do this, actual 

experience is reviewed in comparison with expected experience, with a trigger for serious consideration to be given to 

amending an assumption when it deviates materially.  
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D.2 Technical provisions (continued) 
D.2.6 Changes in assumptions (continued) 
 

Following the merger of Scildon and Waard Leven during 2025, Waard Group is no longer a material item on the Chesnara 

Balance Sheet and is not included in the table below. 

 

Key assumption changes over 2025 include: 

 

Assumption Division Description 

Economic All Updated EIOPA and PRA yield curves utilised plus updates to inflation parameters, and VA 

where applicable.  

 

Mortality / 

morbidity 

 

 

 

CA 

 

 

 

 

Movestic 

 

 

 

Scildon 

Mortality assumptions have been reviewed to take account of recent investigations, 

resulting in the following across the divisions.   

 

Minor changes to mortality assurance assumptions to reflect the latest experience. The 

annuitant mortality basis has been updated to reflect the latest experience for the base 

tables and adopt the 2024 Continuous Mortality Investigation tables for future 

improvements. 

 

Removal of an assumed worsening of the morbidity assumption for insured lives granted 

sickness retirement with no expectation to be able to work again following analysis 

showing it is not required. 

 

Mortality assumptions have been strengthened reflecting worse than expected experience 

in 2024 and 2025. 

 

Persistency  

 

 

CA 

 

 

 

 

 

Movestic 

 

Scildon 

Persistency assumptions have been reviewed to take account of recent investigations 

resulting in the following across the divisions.   

 

Persistency assumptions for ex-CASLP business have been strengthened to reflect recent 

churn on the book. The impact is mostly offset by releasing the short-term persistency 

reserve that was introduced in 2023 to reflect the latest experience. Persistency experience 

of the Canada Life unit linked policies has been reviewed for the first time following 

acquisition in 2024, resulting in a small weakening of persistency assumptions. 

    
No material changes applied. 

 

No material changes applied. 

 

Expenses  

 

 

CA 

 

 

 

Movestic 

 

Scildon 

Expense assumptions have been updated to reflect the latest management assessment of 

projected costs.   

 

Expense assumptions have strengthened to reflect changes in the migration timetable, 

associated with the programme of migrating policy administration services to a single 

strategic outsource partner (SS&C). This was partially offset by expense assumption 

changes in Q425 budget. 

 

No material changes applied. 

 

Expense assumptions have increased, reflecting higher expected renewal expenses. 
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D.3 Other liabilities 
Introduction 

The table below shows separately the value of each class of liabilities under Solvency II and IFRS values.  

 

  
31 December 2025 

31 December 2024  

     (unaudited) 

  Solvency II 

value  

Statutory 

accounts value  

Solvency II 

value  

Statutory 

accounts value  
 Note £m £m £m £m 

Other liabilities      
Other technical provisions  3.1 - - - - 

Provisions other than technical provisions 3.1 3.9 19.1 4.1 19.7 

Deferred tax liabilities 3.2 24.5 16.2 - - 

Derivatives 3.3 8.8 8.8 8.1 8.1 

Debts owed to credit institutions 3.4 1.5 1.5 2.4 2.4 

Financial liabilities other than debts owed to credit 

institutions 
3.5 1.0 1.1 2.0 2.2 

Insurance & intermediaries payables 3.6 144.9 21.9 126.0 15.0 

Reinsurance payables 3.7 44.0 37.5 43.0 42.0 

Payables (trade, not insurance) 3.8 77.5 108.6 62.1 61.9 

Subordinated liabilities 3.9 185.8 201.1 166.2 200.8 

Any other liabilities, not elsewhere shown 4.0 - 1.2 - 1.4 

Total liabilities  491.9 417.0 413.9 353.5 
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D.3 Other liabilities (continued) 
Introduction (continued) 

Below is the build up from the divisional values to the overall Group position for both the statutory and solvency values. 

 

                                                                                                                             Solvency II value 31 December 2025 

   
UK Sweden  Netherlands 

Other 

Group 

activities Total 

  £m  £m  £m £m  £m  

Other liabilities 
           

Other technical provisions - - - - - 

Provisions other than technical provisions 3.9 - - - 3.9 

Deferred tax liabilities 48.0 - 8.9 (32.4) 24,5 

Derivatives  0.4   -    - 8.4   8.8 

Debts owed to credit institutions 1.5  -    - - 1.5 

Financial liabilities other than debts owed to credit institutions  -    0.8 - 0.2 1.0 

Insurance & intermediaries payables 82.2 2.4 60.3 - 144.9 

Reinsurance payables 39.3 2.4 2.3 - 44.0 

Payables (trade, not insurance) 26.1 22.3 11.8 17.3 77.5 

Subordinated liabilities - - - 185.8 185.8 

Any other liabilities, not elsewhere shown - - - - - 

Total liabilities 201.4 27.9 83.3 179.3 491.9 

 

 

                                                                                                                    Statutory accounts value 31 December 2025 

 

   UK  Sweden  Netherlands 

Other 

Group 

activities Total 

  £m  £m  £m £m  £m  

Other liabilities 
           

Other technical provisions - - - - - 

Provisions other than technical provisions 7.5 - 11.6 - 19.1 

Deferred tax liabilities 38.5 - - (22.3) 16.2 

Derivatives  0.4   -    - 8.4   8.8 

Debts owed to credit institutions 1.5 -    - - 1.5 

Financial liabilities other than debts owed to credit institutions -    0.9 - 0.2 1.1 

Insurance & intermediaries payables 10.6 2.4 8.9 - 21.9 

Reinsurance payables 37.2 0.3 - - 37.5 

Payables (trade, not insurance) 24.8 22.2 44.3 17.3 108.6 

Subordinated liabilities - - - 201.1 201.1 

Any other liabilities, not elsewhere shown - - - 1.2 1.2 

Total liabilities 120.5 25.8 64.8 205.9 417.0 
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D.3 Other liabilities (continued) 
Introduction (continued) 

 

                                                                                                                             Solvency II value 31 December 2024 (unaudited) 

   
UK Sweden  Netherlands 

Other 

Group 

activities Total 

  £m  £m  £m £m  £m  

Other liabilities 
           

Other technical provisions - - - - - 

Provisions other than technical provisions 4.1 - - - 4.1 

Deferred tax liabilities 21.5 - 9.7 (31.2) - 

Derivatives  0.3   -    - 7.8   8.1 

Debts owed to credit institutions 2.4  -    - - 2.4 

Financial liabilities other than debts owed to credit institutions  -    2.0 - - 2.0 

Insurance & intermediaries payables 72.6 3.7 49.7 - 126.0 

Reinsurance payables 40.3 2.1 0.6 - 43.0 

Payables (trade, not insurance) 16.3 29.0 9.4 7.4 62.1 

Subordinated liabilities - - - 166.2 166.2 

Any other liabilities, not elsewhere shown - - - - - 

Total liabilities 157.5 36.8 69.4 150.2 413.9 

 

                                                                                                                    Statutory accounts value 31 December 2024 (unaudited) 

 

   UK  Sweden  Netherlands 

Other 

Group 

activities Total 

  £m  £m  £m £m  £m  

Other liabilities 
           

Other technical provisions - - - - - 

Provisions other than technical provisions 7.0 0.1 12.6 - 19.7 

Deferred tax liabilities 12.9 - - (12.9) - 

Derivatives  0.2   -    - 7.9   8.1 

Debts owed to credit institutions 2.4 -    - - 2.4 

Financial liabilities other than debts owed to credit institutions -    2.2 - - 2.2 

Insurance & intermediaries payables 7.8 3.7 3.5 - 15.0 

Reinsurance payables 40.4 0.5 1.1 - 42.0 

Payables (trade, not insurance) 15.3 28.6 10.6 7.4 61.9 

Subordinated liabilities - - - 200.8 200.8 

Any other liabilities, not elsewhere shown 0.4 - - 1.0 1.4 

Total liabilities 86.4 35.1 27.8 204.2 353.5 

 

Bases, methods, assumptions, and inputs used in liability valuation for Solvency purposes, and difference between the 

amounts recorded in the financial statements: 

 

In general liabilities are recognised and valued for solvency purposes in line with IFRS accounting principles and 

consequently valued at fair value.   

 

Further detail by material liability class has been provided below. 
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D.3 Other liabilities (continued) 
D.3.1 Provisions other than technical provisions 

Basis and methods for IFRS valuation 

Provisions other than technical provisions represent small residual balances held in respect of historical complaint redress 

provisions and are measured at fair value. Where the effect of the time value of money is material, the amount of the 

provision is the present value of the expenditure expected to be required to settle the obligation. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

An estimation of future costs required to settle the obligation is required, together with an estimate of the future economic 

benefits to be derived from the contracts under-pinning the need for a provision. 

 

Inputs for IFRS valuation 

Net present value of future cash flows calculation. 

 

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods however, following the implementation of IFRS 17, 

there are presentational differences for other provisions under the two valuation methods. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 

 

D.3.2 Deferred tax liabilities  

Basis and methods for IFRS valuation 

Deferred tax liabilities are recognised in the IFRS balance sheet in accordance with IAS12.  Deferred tax is provided using 

the balance sheet liability method, providing for temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and the amounts used for taxation purposes. 

The IFRS deferred tax liability is comprised of the tax on the profit arising on the transition to the new tax regime in 2012 in 

the UK, which is expected to run-off over a ten-year period, together with temporary differences between the carrying 

amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes, namely 

deferred acquisition costs (DAC) and deferred income (DIL).  The deferred tax in respect of deferred acquisition costs is 

amortised over the expected lifetime of the underlying investment management service contract.  Deferred tax in respect 

of deferred income is amortised over the expected period over which it is earned. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount 

of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date. 

 

Inputs for IFRS valuation 

– Enacted or substantively enacted tax rates at the balance sheet date. 

– Identified temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes 

and the amounts used for taxation purposes. 

 
Solvency II valuation 

The valuation of deferred tax liabilities under Solvency II follows the same recognition criteria applied under IAS12 for 

statutory reporting purposes.  

 

Valuation differences arising from the application of Solvency II recognition principles will be taxed at the prevailing 

deferred tax rate. These include the deferred tax arising on the valuation difference in the technical provisions between 

IFRS and Solvency II and the removal of deferred tax balances in respect of DAC and DIL, which are not recognised under 

Solvency II valuation principles. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 
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D.3 Other liabilities (continued) 
D.3.3 Derivatives 

Basis and methods 

Derivative financial instruments are measured at fair value and comprise forward exchange contracts. The fair value of 

forward exchange contracts is their quoted market price at the balance sheet date, being the present value of the quoted 

forward price. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) 

No significant assumptions or judgements are made in the valuation of these assets, as they are based upon market 

observable inputs. 

 

Inputs for IFRS Valuation 

Observable market prices. 

 

Solvency II valuation 

There are no differences between IFRS and SII for valuation purposes. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 

 

D.3.4 Debts owed to credit institutions 

Basis and methods for IFRS valuation 

Borrowings are recognised initially at fair value, less transaction costs, and are subsequently measured at amortised cost 

using the effective interest rate method. Also, includes bank overdraft and unpaid cheques. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) 

None. 

 
Inputs for IFRS Valuation 

– Effective interest rate calculation model. 

– Bank and term deposit statements. 

– Bank reconciliation timing differences. 

 

Solvency II valuation 

Under Solvency II valuation rules, debts owed to credit institutions are valued at fair value, as opposed to amortised cost 

under IFRS. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 

 

D.3.5 Financial liabilities other than debts owed to credit institutions 

Basis and methods for IFRS valuation 

Financial liabilities other than debts owed to credit institutions are all valued at amortised cost, except for lease contracts 

which are valued at fair value. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) 

None. 

 

Inputs for IFRS Valuation 

Financial liabilities other than debts owed to credit institutions consists entirely of liabilities to reinsurers. The Company 

has a quota share reinsurance agreement for its unit-linked business that includes a financial reinsurance component. This 

financial reinsurance component means that the reinsurer pays a share of related new business costs, which is repaid 

during a period of eight years. The liability is adjusted each quarter as new commission is accounted for and repayment 

including interest is made. Interest is calculated according to an agreed model based on market interest rates. This relates 

to the Swedish division. 

 

Solvency II valuation 

For SII valuation purposes amounts of financial liabilities other than debts owed to credit institutions are valued at fair  

value. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 
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D.3 Other liabilities (continued) 
D.3.6 Insurance and intermediaries payables 

Basis and methods for IFRS valuation 

Insurance & intermediaries payables represent outstanding accrued policyholder claims and premium reimbursements 

and are measured under IFRS 17. Given the short-term nature of these liabilities, no discounting is required to arrive at the 

initial fair value, with the exception of long-term annuity claims. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

The judgements that are required evolve around the estimates of the level of disability of claimants, the likelihood of 

reported illnesses turning into a genuine claim and the likelihood of recovery of claimants due to which periodical 

payments to may cease. 

 

Inputs for IFRS valuation 

The actual amount of the outstanding liability or the best estimate of the liability to be settled. 

 

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods, other than in the Dutch division where there is a 

difference between the IFRS and SII valuation methods. The interest rate applied for discounting under Solvency II uses 

the same rate EIOPA prescribed for risk margin and SCR, whilst under IFRS a rate of 3% is applied. Additionally, there is a 

presentational difference on the gross claims, where under SII the gross claims are shown separately but under IFRS 17, 

these form part of the gross reserves. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 

 

D.3.7 Reinsurance payables 

Basis and methods for IFRS valuation 

Reinsurance payables represent amounts due to reinsurers arising from the application of reinsurance treaty obligations 

and are measured under IFRS 17, taken as the carrying value at the balance sheet date, which is based upon reinsurance 

account statements. Reinsurance balances are settled in line with the underlying treaty settlement arrangements. In 2021 

the Company entered into a new annuity reinsurance arrangement with Monument Re.  The liability for assets withheld 

represents amounts ultimately due to Monument Re which have not yet been settled. This is because CA plc is holding a 

mixture of financial assets and a cash float on its balance sheet, which are ring-fenced and being held as collateral.  This 

balance will reduce over time as the reinsured policies run off. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

None. 

 

Inputs for IFRS valuation 

Reinsurance accounts prepared in accordance with the provisions contained within the underlying reinsurance treaties. 

 

Solvency II valuation 

Reinsurance payables are valued in Solvency II on the same basis as for IFRS, except for the Movestic reinsurance 

payables. Unlike IFRS, the Solvency II value for those reinsurance payables includes future reinsurance premiums cash 

flows for which Movestic is required to pay. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 
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D.3 Other liabilities (continued) 
D.3.8 Payables (trade, not insurance) 

Basis and methods for IFRS valuation 

Trade payables consist of accrued expenses and other trade related outstanding balances and are measured at fair value, 

taken as the carrying value at the balance sheet date based upon invoiced amounts due for settlement. Trade payables are 

settled in line with trade payment terms, usually within 30 days. 
 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

None. 
 

Inputs for IFRS valuation 

The actual amount payable based upon invoices or statements received or a best estimate of the amount payable as at the 

balance sheet date. 

 

Solvency II valuation 

There are no differences between the IFRS and SII valuation methods, however, following the implementation of IFRS 17, 

there are presentational differences for these liabilities under the two valuation methods. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 

 

D.3.9 Subordinated liabilities  

Basis and methods for IFRS valuation 

Subordinated liabilities are recognised initially at fair value, less transaction costs, and are subsequently measured at 

amortised cost using the effective interest rate method. The effective interest rate method is a method of calculating the 

amortised cost of a financial liability and of allocating interest expense over the relevant period. The effective interest rate 

is the rate that exactly discounts future cash payments through the expected life of the financial liability. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

None. 

 

Inputs for IFRS valuation 

The transaction costs incurred and the future cash payments through the expected life of the financial liability. 

 

Solvency II valuation 

Under Solvency II the subordinated is measured at fair value basis. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

There were no changes made to the recognition or valuation basis or estimation processes in 2025. 

 

D.4.0 Any other liabilities, not elsewhere shown 

Basis and methods for IFRS valuation 

Other liabilities, not elsewhere shown are measured at fair value, taken as the carrying value at the balance sheet date. For 

IFRS reporting, this balance represents “Reinsurers’ share of deferred acquisitions costs” and “Deferred income”. 

 

Assumptions and judgements (including future estimates and major sources of estimate uncertainty) for IFRS valuation 

None. 

 

Inputs for IFRS valuation 

Invoices, statements or valuations of the liability as at the balance sheet date. 

 

Solvency II valuation 

These items have a nil value for SII reporting purposes as they are linked to intangible assets that are not recognised on 

the SII balance sheet. 

 

Changes made to the recognition and valuation bases used or on estimations made during the year 

During the year, there were no changes made to the recognition or valuation basis or estimation processes. 

 

D.4 Alternative methods for valuation 
The Group does not hold any assets for which alternative methods of valuation are required. 

 

D.5 Any other information 
There is no other material information regarding the valuation of assets and liabilities that is deemed necessary to report.
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E.1 Own Funds 
E.1.1 Objectives, policies and processes used for managing Own Funds 

Background 

Own Funds represent the type and level of capital that is held by the Group.  This capital is used to meet the solvency 

capital requirement of the Group and the relevant insurance companies within the Group.  The Group is required to hold 

Own Funds of sufficient quantity and quality in accordance with the Solvency II rules which sets out the characteristics and 

conditions for Own Funds.  Further information on the objectives, policies and processes for managing Own Funds has 

been provided below. 
 

Objectives 

The objectives of the Group in managing its Own Funds are as follows: 

 

i) Business strategy 

The management of Own Funds is aligned to the strategy of the Group.  The Group’s core strategic objectives are to: 

– Maximise value from the existing businesses; 

– Enhance value by writing profitable new business; 

– Deliver value-enhancing acquisitions; and 

 

In support of our three strategic objectives, we adhere to the core culture and values of the Group, specifically: 

– to treat customers fairly and give good customer outcomes; 

– to maintain robust regulatory compliance; 

– to maintain adequate financial resources; 

– to provide a competitive return to investors and 

– to ensure responsible risk-based management for the benefit of all of our stakeholders. 

 

To align to these objectives, the Group will: 

– hold sufficient levels of Own Funds to safeguard the interests of policyholders, which is core to delivering good 

customer outcomes and robust regulatory compliance;  

– hold appropriate levels of Own Funds as a foundation for making sound business decisions, which is central to 

delivering the Group’s risk-based management strategy;  

– have a policy in place that describes the parameters that are considered in the context of dividend distributions, which 

supports the delivery of returns to investors; 
– hold sufficient Own Funds to provide a good foundation for further acquisitions; and 

– ensure that appropriate levels of Own Funds are held regarding supporting new business growth. 

 

ii) Risk appetite: 

– to establish a policy that reflects the Board’s risk appetite with regards to the level of Own Funds held. 

 

iii) Risk tolerances: 

– to set tolerance levels associated with the Board’s risk appetite regarding Own Funds and ensure that these are 

monitored. 

 
Policies 

Central to managing the Own Funds of the Group is the application of the capital management policies both at a Group 

level and the policies that operate within each insurance company within the Group.  The policies are built around the 

objectives outlined above and are reviewed and approved at least once per year by the relevant Board.  The policies also 

incorporate: 

– the roles and responsibilities of the relevant Board and management in adhering to the policy; 

– the reporting procedures in place with regards to adhering to the policy; and 

– the key controls and processes in place to ensure adherence to the policy. 

 

The Group’s capital management policy includes the following quantitative limits for managing Own Funds: 

– Board risk appetite:  Overall the Board is averse to the Own Funds of the Group falling below 100% of the SCR.  As a 

result, the Board has established additional buffers, which have been set having regard for the Group’s risk profile and 

the Board’s risk appetite, and are in place to manage the Board’s overall aversion for Own Funds to be below 100% of 

SCR. 

– Dividend paying limit: Stated as Own Funds as a percentage of SCR, the Group’s dividend paying limit is 120%. 

This is the point at which a dividend would cease to be paid, until at such time the solvency position was restored 

above this point. 

– Management actions limit: Stated as Own Funds as a percentage of SCR, the Group’s management actions limit is 

110%.  This is the point at which, should Own Funds fall below this level, additional management actions would be 

taken to restore Own Funds back above this level.  In essence, this represents an internal ‘ladder of intervention limit’ 

that is set by the Chesnara Board.
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E.1 Own Funds (continued) 
E.1.1 Objectives, policies and processes used for managing Own Funds (continued) 

To put these definitions in context, this means that, in the normal course of events, Chesnara will not pay a dividend 

should the payment of the dividend take the Group’s Own Funds to below 120% of its SCR.  Should Own Funds fall below 

110% of SCR, additional management actions will be taken.   

 

Processes and controls 

The following key process and controls are in place regarding how the Group manages its Own Funds: 

 

Internal reporting: 

The following reports are produced for both the SLT and support the Chesnara Board,  in managing the Group’s Own 

Funds. 

 

– Quarterly MI report:  This report provides various financial information, including solvency position and movement 

analysis.  Numerical analysis supported by commentary is provided for both the Own Funds and SCR movements that 

contribute to the overall movement in the solvency position of the Group. 

 

– Quarterly Group Chief Actuary report:  This report provides further detailed analysis and insight into the quarterly 

solvency valuation, covering assumptions and key reasons for any movements in solvency compared with previous 

periods. 

 

– Chesnara business plan: A five-year business plan is prepared annually and presented to the Board.  The business plan 

includes solvency projections over the planning horizon that are prepared on the basis of applying the Group’s capital 

management policy. 

 

– ORSA: An ORSA report is produced at least annually.  Amongst other things the ORSA includes solvency capital 

projections over the business planning horizon, which are based on applying the capital management policies across 

the Group.  The ORSA also includes supporting justification for the dividend paying buffer that is included within the 

Group’s capital management policy and also shows the triggers that are assessed for the purpose of intra-quarter 

solvency monitoring. 

 

– Annual dividend assessment paper:  Dividends are typically paid and approved twice per year.  A paper is provided to 

the Board supporting any dividend recommendation, which includes specific application of the Group’s capital 

management policy. 

 

– Quarterly risk report:  A risk report is produced quarterly that, amongst other things, includes reporting on the solvency 

position of the Group as a whole, and how the Group’s solvency position accords with the stated risk appetite.  It also 

evidences to the Audit & Risk Committee that the solvency monitoring protocol and triggers have been monitored 

frequently and the continuous solvency monitoring protocol has been followed. 

 

– Risk indicator / trigger assessments:  For the purpose of intra-quarter solvency monitoring a list of risk indicators has 

been identified, which are monitored.  The frequency by which the risk indicators are tracked depends on the solvency 

position of the Group and companies within the Group. The frequency of monitoring would increase if solvency were 

to deteriorate per Board agreed levels. 

 

– Monthly solvency estimates:  Full solvency calculations are performed on a quarterly basis. For intra quarter periods, 

monthly solvency estimates are produced by rolling forward the last full solvency position and updating for economic 

movements, management actions, dividend and coupon payments and any other material activity. 

 

– Recovery management protocol and management actions:  On an annual basis a recovery protocol document is signed 

off by the Board.  The protocol, in effect, represents an internally set “ladder of intervention”, which sets out protocols 

for items such as solvency monitoring frequency, what escalations need to be performed and what potential actions 

need to be considered and when. 

 

Business planning 

As noted above, the Group produces a five-year business plan once per year.  The business plan incorporates financial 

projections of the Group’s Own Funds and solvency capital requirements over the five-year projection period. 

 

Deferred tax 

The Group is in a net deferred tax liability position and therefore no net deferred tax assets are recognised as Tier 3 Own 

Funds.
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E.1 Own Funds (continued) 
E.1.2 Analysis of Own Funds 

The below table provides information, split by tier, on the structure, amount and quality of Own Funds at the end of 2025 

and 2024, including an analysis of any significant changes in each tier over the year: 
 

 
31 December 

2024  

(unaudited) 

Movement in 

year Transfers 

31 December 

2025 
 

£m  £m £m £m 

Tier 1:     
Ordinary share capital 7.5 4.0 - 11.5 

Share premium account related to ordinary share capital 142.5 128.4 - 270.9 

Total ordinary share capital & share premium 150.0 132.4 - 282.4 

Reconciliation reserve before deductions  361.2 120.6 (24.3) 457.5 

Foreseeable dividends (24.3) (34.2) 24.3 (34.2) 

Restricted Own Funds in ring fenced funds (1.9) (11.5) - (13.4) 

Total reconciliation reserve 335.0 74.9 - 409.9 

Subordinated liabilities ** 166.1 19.7 - 185.8 

Eligible Tier 3 assets (8.4) (10.7) - (19.1) 

Total eligible Own Funds eligible to meet SCR 642.7 216.3 - 859.0 

SCR 315.8 18.2 - 334.0 

Ratio of eligible Own Funds to SCR  203%   257% 

     

Total eligible Own Funds eligible to meet MCR* 507.6 210.5 - 718.1 

MCR 112.8 15.9 - 128.7 

Ratio of eligible Own Funds to MCR 440%   558% 

* When assessing Group Own Funds for the purpose of meeting the MCR, it is not permitted to include the Own Funds of companies in the Group that are in 

other financial sectors.   

** This is the Tier 2 Debt which was issued in early 2022. This is measured at fair value calculated using quoted prices in active markets for 2025.
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E.1 Own Funds (continued) 
E.1.2 Analysis of Own Funds 

 

Below is the build up from the divisionfal values to the overall Group position. 

 

                        31 December 2025 

 
UK Movestic  Scildon 

Other Group 

activities Total 
 

£m  £m £m £m £m 

 
     

Assets less liabilities (excluding Tier 3 assets)  146.2 207.1 247.9 138.8 740.0 

Tier 3 assets - 0.0 20.7 - 20.7 

Assets less liabilities 146.2 207.1 268.6 138.8 760.7 

Subordinated liabilities  - - - 185.8 185.8 

Foreseeable dividends (22.5) (5.6) (30.6) 24.5 (34.2) 

Own Funds Restrictions      

     Ring Fenced Funds (5.7) - - - (5.7) 

     Restricted Tier 1 - - - (7.8) (7.8) 

     Tier 3 - - (5.8) 5.8 - 

     Tier 2 / Tier 3 - - - (39.8) (39.8) 

Total eligible Own Funds to meet SCR 118.0 201.5 232.2 307.3 859.0 

SCR 90.9 141.7 99.1 2.3 334.0 

Ratio of eligible Own Funds to SCR 130% 142% 234% 13,361% 257% 

 

 

                        31 December 2024 (unaudited) 

 
UK Movestic  Scildon 

Other Group 

activities Total 
 

£m  £m £m £m £m 

 
     

Assets less liabilities (excluding Tier 3 assets)  177.4 186.0 220.9 (73.0) 511.3 

Tier 3 assets - 0.0 23.6 - 23.6 

Assets less liabilities 177.4 186.0 244.5 (73.0) 534.9 

Subordinated liabilities  - - - 166.1 166.1 

Foreseeable dividends (45.0) (2.5) (6.6) 29.9 (24.3) 

Own Funds Restrictions      

     Ring Fenced Funds (1.9) - - - (1.9) 

     Restricted Tier 1 - - - - - 

     Tier 3 - - (16.4) 16.4 - 

     Tier 2 / Tier 3 - - - (32.1) (32.1) 

Total eligible Own Funds to meet SCR 130.4 183.5 221.5 107.2 642.7 

SCR 96.5 121.9 93.5 4.0 315.8 

Ratio of eligible Own Funds to SCR 135% 151% 237% 2,707% 203% 

 

The following Own Funds restrictions have been applied:  

– Surplus Own Funds within Ring Fenced Funds cannot contribute to surplus outside those funds  

– Restricted Tier 1 assets are limited to 25% of unrestricted Tier 1 assets  

– Tier 3 assets are limited to 15% of SCR  

– Combined Tier 2 and Tier 3 assets are limited to 50% of SCR 
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E.1 Own Funds (continued) 
E.1.2 Analysis of Own Funds (continued) 

Own Funds analysis: 

Of the Eligible Own Funds to meet the Group SCR: 

– 64% is classified as unrestricted Tier 1 and is comprised of ordinary share capital, share premium account relating to 

ordinary shares and the reconciliation reserve. These are classified as Tier 1 as they are fully available to absorb losses. 

– 16% is classified as restricted Tier 1 and comprises RT1 debt issued by the Group in 2025.  

– 17% is classified as Tier 2 and comprises Tier 2 debt issued by the Group in 2022. 

– 2% is classified as Tier 3 and comprises deferred tax assets, primarily from the Dutch division. 

– Other than the addition of restricted Tier 1 Own Funds during 2025, there were no changes in classification of Own 

Funds. 

 

Movements in eligible Own Funds arise from: 

– Own Funds:  Own Funds surplus or deficit can emerge over time as follows: 

– New business:  New policies are sold in the Movestic and Scildon divisions (as well as a limited amount in CA) 

and this can create extra Own Funds.  

– Existing policies at the start of the year:  Surpluses or deficits can emerge from the policies that were on the 

books at the start of the year.  Surpluses or deficits can arise from experience differing to what was assumed in 

the opening valuation. 

– Foreign exchange: As a result of the Group having operations in Sweden and the Netherlands foreign exchange rate 

movements between Swedish Krona and the Euro against Sterling results in movements in the portion of Group 

Own Funds arising from the Swedish and Dutch divisions. 

– Movements in ring fenced funds restrictions: The Group has two ring fenced funds which subside within the UK 

division.  Surpluses in these funds are restricted, and therefore, as the surpluses move, this affects the amount of 

Own Funds available to meet the SCR and MCR.   

– Foreseeable dividends and dividend distributions:  As dividends are foreseen and subsequently paid, this reduces 

the Own Funds of the Group.  For the year ended 31 December 2025 the following dividends have affected the Own 

Funds of the Group: 

– Interim dividend:  During 2025 an interim dividend amounting to £17.7m was paid in October 2025; and 

– Final dividend:  A £34.2m foreseeable dividend was recognised in the year end solvency position in relation to 

the year end 2025 proposal.  This is due to be paid in May 2026. 

A summary of the movement in eligible Own Funds to meet SCR over the year has been shown below: 

 

 
2025 

2024  

(unaudited) 
 

£m £m 

Eligible Own Funds to meet SCR at 1 January  642.7 683.7 

Underlying movement in Own Funds  (0.0) 15.6 

Movement in fair value of Tier 2 debt 19.7 17.7 

Movement in Tier 3 assets (2.9) 5.7 

Capital Raised:   

– Equity 132.4 - 

– Restricted Tier 1 debt 147.9 - 

Dividends and financing costs:   

– Interim dividend paid (17.7) (13.0) 

– Foreseeable dividend  (34.2) (24.3) 

– Coupons paid on Tier 2 debt (9.5) (9.5) 

Movement in Own Funds Restrictions:   

– Ring Fenced Funds (3.8) (1.5) 

– Restricted Tier 1 (7.8) - 

– Tier 2 / Tier 3 (7.8) (31.7) 

Eligible Own Funds to meet SCR at 31 December 859.0 642.7 

 

Own Funds to cover SCR: 

The table shows that the Group has £859.0m (2024: £642.7m) of eligible Own Funds to be able to meet the Group’s SCR of 

£334.0m (2024: £315.8m), resulting in an SCR coverage ratio of 257% (2024: 203%). 

 

Own Funds to cover MCR: 

Tier 3 capital cannot be used to meet the Group’s MCR and Tier 2 capital is restricted to a maximum of 20% of the MCR. 

After these more onerous restrictions, the Company has £718.1m (2024: £507.6m) of eligible Own Funds to be able to meet 

the Company’s MCR of £128.7m (2024: £112.8m), resulting in a MCR coverage ratio of 558% (2024: 450%). 
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E.1 Own Funds (continued) 
E.1.2 Analysis of Own Funds (continued) 

Assets less liabilities movement during the year (£m) 

 
The reasons for the changes in Own Funds over the reporting period are analysed in more detail below:  

– RT1 Bond: This relates to the Group’s Restricted Tier 1 bond, which was issued on 1 August 2025 and has an initial 

coupon rate of 8.5%. The bond has no fixed redemption date, the earliest date for redemption being 1 August 2030, 

and is not redeemable at the option of bondholders. Optional cancellation of coupon payments is at the discretion of 

the Group and mandatory upon the occurrence of certain conditions. The bond is therefore treated as equity and 

treated as restricted Tier 1 own funds (being classified as ‘preference shares’ under Solvency II. 

– Operating experience and assumption changes: This relates to how the underlying performance of the Company 

differs to the expectations of that performance.   

– Economic experience and assumption changes: This relates to the performance of assets and liabilities as a result of 

market factors, such as investment return on the assets that are held by the Company.   

– Risk margin: This reflects a release of risk margin in excess of expected run off, which is driven by a reduction in 

capital requirements for some of the divisions. 

– Taxation: This reflects the corporation tax as per the balance sheet. 

– Dividends paid: This reflects the dividends that have been paid during the year. 

– Foreign exchange: This represents the impact of translating the positions of overseas subsidiaries into sterling. 

 

E.1.3 Differences between equity in the financial statements and excess of assets over liabilities as calculated for solvency 

purposes 

The below table analyses the difference between the equity in the financial statements and the excess of assets over 

liabilities as calculated for solvency purposes at 31 December 2025 and 31 December 2024.  

 

 

31 December 2025 

£m  

 

31 December 2024 

(unaudited) 

£m 

 

Equity per the IFRS financial statements:     
   Share capital 11.5  7.5  

   Share premium 270.9  142.5  

   Retained earnings and other reserves 280.9  164.4  

Total equity as reported in the Chesnara plc IFRS financial statements  563.3  314.4 

Adjustments between IFRS financial statements and excess of assets over 

liabilities for solvency purposes: 
    

   Adj 1: Net valuation difference between IFRS and SII for technical 

provisions 
255.8  253.9  

   Adj 2: Removal of intangible assets included in IFRS valuation (88.2)  (86.0)  

   Adj 3: Net valuation difference between IFRS and SII for assets 15.3  69.2  

   Adj 4: Adjustments to deferred tax  (8.3)  (12.2)  

   Adj 5: Other adjustments  22.8  (4.4)  

Total adjustments between IFRS financial statements and excess of assets 

over liabilities for solvency purposes 
 197.4  220.5 

Assets over liabilities for solvency purposes (reconciliation reserve before 

deductions plus ordinary share capital): 
 760.7  534.9 
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E.1 Own Funds (continued) 
E.1.3 Differences between equity in the financial statements and excess of assets over liabilities as calculated for solvency 

purposes (continued)  

Explanations of adjustments: 

– Adjustment 1:  This adjustment relates to the differences between IFRS and Solvency II in the way the liabilities for 

insurance contracts are calculated.  This difference is driven by the following key factors, which overall cause IFRS 

technical provisions to exceed those for Solvency II: (1) Under IFRS investment contract provisions are held equal to the 

value of units, whereas Solvency II permits the calculation of investment contract provisions to include an estimate of 

the future profits expected to emerge. (2) IFRS technical provisions include a CSM, which is not held under Solvency II. 

(3) These two items cause IFRS technical provisions to exceed SII technical provisions, but are offset by some smaller 

differences.  Notably the IFRS risk adjustment is lower than the SII risk margin as it is only held in respect of insurance 

contracts and, for overseas divisions, uses a lower cost of capital assumption and applied risk tapering. 

– Adjustment 2:  Intangible assets within the Group comprises deferred acquisition costs, acquired value of customer 

relationships, software assets and acquired value of in-force business.  Intangible assets that cannot be sold separately 

have no intrinsic value under Solvency II rules. 

– Adjustment 3:  This adjustment relates to the differences between IFRS and Solvency II in the way the assets for 

holdings in related undertakings, including participations, and loans and mortgages to individuals are calculated. 

– Adjustment 4:  The valuation of deferred tax assets under Solvency II follows the same recognition criteria applied 

under IFRS. However, because of differences arising due to adjustments 1, 2 and 4, an additional deferred tax liability is 

required to be recognised. 

– Adjustment 5:  Other adjustments comprise of deferred income and reinsurer shares of deferred acquisition costs.  

These items under the Solvency II reporting valuation have a nil value. 

 

E.1.4 Items deducted from Own Funds 

The table below illustrates the adjustments applied to Assets less liabilities to calculate Eligible Own Funds to meet SCR : 

 

 31 December 

2025 

31 December 

2024 

(unaudited) 

 £m £m 

Assets less liabilities (excluding Tier 3 assets)  740.0  511.3  

Tier 3 assets 20.7  23.6  

Assets less liabilities (per s.02.01) 760.7  534.9  

Subordinated liabilities  185.8  166.1  

Foreseeable dividends (34.2) (24.3) 

Own Funds Restrictions   

     Ring Fenced Funds (5.7) (1.9) 

     Restricted Tier 1 (7.8)  - 

     Tier 2 / Tier 3 (39.8) (32.1) 

Eligible Own Funds to meet SCR 859.0  642.7 

 

The adjustments made to Assets less liabilities are :  

– Subordinated liabilities  

This is the Tier 2 Debt which was issued in early 2022. This is measured at fair value calculated using quoted prices in 

active markets for 2025. 

– Foreseeable dividends 

Solvency II requires dividends to be recognised as a deduction to Own Funds when they are “foreseeable.”  At 31 

December 2025 and 2024, foreseeable dividends, representing the dividend that will be paid in May 2026 and were paid 

in May 2025 respectively, were recognised within the Solvency II valuation. 

– Ring Fenced Funds 

The Group has two ring-fenced funds: Save & Prosper Insurance With Profits Fund (SPI) and Save & Prosper Pensions 

With Profits Fund (SPP).  Under Solvency II rules the surpluses within these funds cannot contribute to the overall 

solvency assessment.  At 31 December 2025, the surplus in each of these funds was:  SPI – £0.6m (2024: £0.6m) and 

SPP – £5.1m (2024: £1.4m). 

– Restricted Tier 1 

Eligible Restricted Tier 1 Own Funds are limited to 25% of unrestricted Tier 1 Own Funds, leading to a reduction in Own 

Funds of £7.8m at 31 December 2025 (2024: n/a as no Restricted Tier 1 capital) 

– Tier 2 / Tier 3  

The sum of eligible Tier 2 and Tier 3 Own Funds is limited to 50% of SCR, leading to a reduction in eligible Own Funds 

of £39.8m at 31 December 2025 (2024: £32.1m)  
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E.2 Solvency Capital Requirement and Minimum Capital Requirement  
E.2.1 SCR and MCR analysis 

The information below provides some further detail of the solvency capital requirement and minimum capital requirement 

for the Group at both the start and the end of the year.  Explanations have been provided in narrative below the table 

regarding any significant changes in the year.  In addition: 

– The Group, and all companies within the Group, have applied the standard formula in calculating the solvency capital 

requirement, both at the start and the end of the year. 

– The Group does not use any simplified calculations in any risk modules or sub-modules and the Group does not use 

any undertaking-specific parameters. 

– No capital add-ons have been imposed on Chesnara by the PRA. 

– Chesnara’s Group solvency is calculated using method 1 as defined in Article 230 of Directive 2009/138/EC.  With 

reference to Article 336 of the Delegated Acts, the amount referred to in part (a) is shown below as the solvency capital 

requirement excluding capital add-on.  The amount referred to in part (c) of the article is shown below as the capital 

requirement for other financial sectors.  The amounts referred to in parts (b) and (d) are zero. 

– Minimum Capital Requirement is calculated at local entity level, and each business unit is responsible of their own MCR 

results under local authorities’ supervision. At Group level, a notional MCR is produced, aggregating all the MCR 

reported by all the divisions, only for presentational purposes. The solo MCR results are calculated following the SF as 

defined in Articles 248-253 of the Delegated Acts. 

The Group Loss-absorbing capacity of deferred taxes (LACDT) is calculated by aggregating all the LACDT reported by all 

the divisions and applying % between Group BSCR & Operational SCR post-diversification and the sum of all the BSCR & 

Operational SCR reported by all the divisions, taking into account that there is no adjustment for the loss-absorbing 

capacity of technical provisions at Group level. Each business unit is responsible of their local LACDT results and with the 

recoverability testation which contains the justification of how much probable future profits will be considered to cover 

this tax utilisation. The solo LACDT results are calculated following the requirements as defined in Article 207 of the 

Delegated Acts. 

 

  31 December 

2025 

31 December  

2024  

(unaudited) 

Changes in the 

year 
 Note £m  £m £m  

Market risk 1 245.5 229.2 16.3 

Counterparty default risk 2 16.0 12.1 3.9 

Life underwriting risk 3 169.0 168.1 0.9  

Health underwriting risk 4 7.2 7.5 (0.3) 

Diversification 5 (98.4) (93.5) (4.9) 

Basic Solvency Capital Requirement  339.3 323.4 15.9  

Operational risk 6 17.0 17.9 (0.9)  

Loss-absorbing capacity of deferred taxes 7 (22.9) (26.0) 3.1  

Solvency Capital Requirement excluding capital add-on  333.4 315.3 18.1  

Capital requirement for other financial sectors 8 0.6 0.5 0.1  

Solvency capital requirement  334.0 315.8 18.2  

Notional SCR for remaining part 9 321.1 303.8 (17.3)  

Notional SCR for ring fenced funds 10 12.9 12.0 (0.9) 

Minimum consolidated Group solvency capital requirement 11 128.7 112.8 15.9  

 

SCR movement during the year (in £m) 
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E.2 Solvency Capital Requirement and Minimum Capital Requirement 

(continued) 
E.2.1 SCR and MCR analysis (continued) 

Below is the build up from the business unit values to the overall Group position for both the statutory and solvency 

values. 

 

 

                                                                                                                                                31 December 2025 

 

UK Movestic Scildon 

Other Group 

activities Diversification Total 
 

£m £m £m £m £m £m 

Market risk  67.3   112.7   56.6  11.9  (3.0)  245.5  

Counterparty default risk  8.8   0.7   2.5   5.8   (1.8)   16.0  

Life underwriting risk  43.9   54.1   75.1   5.6   (9.7)  169.0  

Health underwriting risk  3.3   4.7  0.1    -  (0.9)  7.2  

Diversification  (29.4)  (33.8)  (28.7)  (6.2)  (0.3)  (98.4) 

Basic Solvency Capital Requirement  93.9   138.4   105.6   17.1   (15.7)  339.3  

Operational risk 6.0  2.8  8.2  -  -  17.0  

Loss-absorbing capacity of deferred taxes  (9.1) -    (14.6) -  0.8   (22.9) 

Solvency Capital Requirement excluding capital add-on  90.8   141.2   99.2   17.1   (14.9)  333.4  

Capital requirement for other financial sectors  -   0.5  -    - 0.1  0.6  

Solvency capital requirement  90.8   141.7   99.2   17.1   (14.8)  334.0  

Notional SCR for remaining part  77.9  141.7 99.2  17.1   (14.8) 321.1 

Notional SCR for ring fenced funds  12.9  - - - - 12.9 

Minimum consolidated Group solvency capital requirement  34.3  48.5 45.9   128.7 

 

 

  

                                                                                                                                                31 December 2024 (unaudited) 

 

UK Movestic Scildon 

Other Group 

activities Diversification Total 
 

£m £m £m £m £m £m 

Market risk  64.4   95.4   52.7  21.7  (4.8)  229.3  

Counterparty default risk  7.1   0.6   2.4   2.9   (1.0)   12.1  

Life underwriting risk  53.5   48.4   75.3   5.4   (14.6)  168.1  

Health underwriting risk  3.5   4.8  0.1    -  (0.9)  7.5  

Diversification  (30.5)  (30.2)  (27.5)  (5.4)  0.1  (93.5) 

Basic Solvency Capital Requirement  98.0   119.0   103.0   24.7   (21.2)  323.5  

Operational risk 7.5  2.6  8.9  -  (1.1)  17.9  

Loss-absorbing capacity of deferred taxes  (9.3) -    (18.3) -  1.6   (26.0) 

Solvency Capital Requirement excluding capital add-on  96.3   121.6   93.5   24.7   (20.7)  315.3  

Capital requirement for other financial sectors  0.2   0.3  -    - -  0.5  

Solvency capital requirement  96.3   121.9   93.5   24.7   (20.5)  315.8  

Notional SCR for remaining part  84.4  121.9 93.5  24.7   (20.5) 303.8 

Notional SCR for ring fenced funds  12.1  - - - - 12.1 

Minimum consolidated Group solvency capital requirement  33.4  37.7 41.7   112.8 
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E.2 Solvency Capital Requirement and Minimum Capital Requirement 

(continued) 
E.2.1 SCR and MCR analysis (continued) 

The reasons for the changes in SCR over the reporting period are analysed in more detail below: 
 

– Note 1: Market risk increased from £229.3m to £245.5m (+£16.2m), driven primarily by higher equity risk reflecting 

positive equity market performance and an increased symmetric adjustment. This was partially offset by reductions in 

currency risk following FX hedging, lower concentration risk reflecting asset re-positioning, and lower spread risk due 

to rising yields reducing corporate bond values. 

– Note 2: Counterparty default risk increased from £12.1m to £16.0m, mainly reflecting the ongoing impact of the 

enlarged asset and reinsurance exposure within Countrywide Assured following the prior-year acquisition of the 

Canada Life UK unit-linked bonds and legacy pension business. This was partially offset by lower counterparty 

exposures within the Dutch business, now fully reported within Scildon following the Waard merger. 

– Note 3: Life underwriting risk remained broadly stable at £169.0m (2024: £168.1m), with reductions in expense, lapse 

and longevity risks largely offset by other movements across the portfolio. 

– Note 4: Health underwriting risk reduced slightly to £7.2m (2024: £7.5m), driven by lower non-life risk in Movestic 

– Note 5: Diversification benefits increased from £93.5m to £98.4m, reflecting changes in the underlying risk profile, 

particularly within market risk. 

– Note 6: Operational risk reduced marginally to £17.0m (2024: £17.9m), as lower premium volumes in Scildon more than 

offset increases related to UK business growth. 

– Note 7: Loss-absorbing capacity of deferred taxes reduced the SCR by a smaller amount than in 2024 (£22.9m, 2024: 

£26.0m), reflecting changes in the profile of expected future profits. 

– Note 8: There is no material change in the capital requirement for other financial sectors. 

– Note 9: The increase in the notional SCR for the remaining part is attributable to all of the points listed above. 

– Note 10: The movement in the Notional SCR for ring-fenced funds reflects changes in the underlying Standard Formula 

SCR for those funds 

– Note 11: The increase in the MCR is attributable to the points listed above for the SCR. 

 

The Group Solvency Capital Requirement increased from £315.8m at 31 December 2024 to £334.0m at 31 December 2025. 

The increase reflects changes in the underlying Standard Formula capital requirements across the Group, including higher 

Group-level currency risk exposure and movements in diversification effects. 

 

E.3 Use of the duration-based equity risk sub-module in the calculation of the 

Solvency Capital Requirement 
The duration-based equity risk sub-module is not used by Chesnara plc. 

 

E.4 Differences between the standard formula and any internal models used 
All constituent parts of the Group use the standard formula for calculating capital requirements, and therefore this section 

does not apply to Chesnara plc. 

 

E.5 Non-compliance with the MCR and significant non-compliance with the SCR 
Chesnara plc has met its SCR and MCR at all times during the year. 

 

E.6 Any other information 
There is no other information regarding the capital management of the Group and its subsidiaries that is deemed material 

to report. 
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AML Anti-Money Laundering 

AuA Assets Under Administration 

Basic Own Funds Basic Own Funds comprise the excess of assets over liabilities valued in accordance with the Solvency II principles. 

Best Estimate 

Liability (BEL) 

The probability weighted average of future cash flows, taking into account the time value of money (expected present 

value of future cash-flows), using the relevant interest rate term structure and taking into account economic and non-

economic assumptions. 

Cash generation This represents the distributable cash that has been generated in the period. The cash generating capacity of the Group 

and its divisions / business units is largely a function of the movement in the respective solvency position and takes 

account of the Group’s Board-approved capital management policies. 

Company Chesnara plc 

CWA City of Westminster Assurance Company Limited 

Delegated Acts Commission Delegated Regulation (EU) 2015/35 of 10 October 2014. 

DNB De Nederlandsche Bank is the central bank of the Netherlands and is the regulator of our Dutch subsidiary. 

DORA Digital Operational Resilience Act 

EcV Economic Value.  This represents Solvency II Own Funds, adjusted for: 

– Contract boundaries: Solvency II rules do not allow for the recognition of future cash flows on certain policies despite a 

high probability of receipt. 

– Risk margin: The Solvency II rules require a ‘risk margin’ liability which is deemed to be above the realistic cost. 

– Ring-fenced funds:  Solvency II does not permit the recognition of surplus that exists within certain ring-fenced funds.  

As the surpluses in these funds are expected to ultimately be available to the Group these surpluses have been 

recognised in the Group’s economic value calculations. 

– Dividends: On a Solvency II basis dividends are recognised when they are “foreseeable”.  For economic value purposes 

dividends are recognised when paid. 

EIOPA  European Insurance and Occupational Pensions Authority - An independent advisory body to the European Parliament, the 

Council of the European Union and the European Commission. EIOPA was established in January 2011 and replaced 

CEIOPS (the Committee of European Insurance and Occupational Pensions Supervisors). 

FCA Financial Conduct Authority 

FSMA Financial Services and Markets Act 2000 

IFRS International Financial Reporting Standards 

GRMF Group risk management framework 

Group The Group of companies that is headed up by Chesnara plc. 

Key Function The Solvency II Directive has defined a minimum of four functions of the system of governance as key functions – Risk 

Management, Internal Audit, Actuarial and Compliance. Each key function is required to have a designated key function 

holder who will be subject to notification requirements to the regulator. 

MCR Minimum Capital Requirement - An absolute minimum level of required capital below which supervisory intervention will 

automatically be triggered. The MCR is defined by a formula with a lower/upper bound of 25%/45% of the SCR respectively. 

NED Non-Executive Director 

ORSA Own Risk and Solvency Assessment 

OSP Outsource Service Provider 

PL Protection Life 

PPFM Principles and Practices of Financial Management 

PRA Prudential Regulation Authority 

Prudent Person 

Principle 

The rules governing how investments are to be made in line with the Solvency II requirements – Article 132 of the Solvency 

II Directive and associated regulations and guidance. 

QRT Quantitative Reporting Template 

Reconciliation 

Reserve 

A reconciliation reserve, being an amount representing the total excess of assets and liabilities reduced by the basic own-

fund items included in Tier 2, Tier 3 and elsewhere in Tier 1. 

Risk Margin The measure added to the Best Estimate Liability to reflect the cost of holding capital over a period of run-off of the 

liabilities to ensure that the value of technical provisions meets the amount that an independent organisation would 

require to take over and meet all the obligations a rising from the existing business 

S&P Save & Prosper, made of two companies; Save & Prosper Insurance Limited and Save & Prosper Pensions Limited 

SCR SCR relates to risks and obligations to which the Group is exposed and calibrated so that the likelihood of a loss exceeding 

the SCR is less than 0.5% over one year. This ensure that capital is sufficient to withstand a broadly ‘1-in-200’ event. 

SFCR Solvency and Financial Condition Report 

Solvency II A fundamental review of the capital adequacy regime for the European insurance industry. Solvency II aims to establish a 

set of EU-wide capital requirements and risk management standards and has replaced the Solvency I requirements. 

SLAs Service Level Agreements 

SLT Senior Leadership Team 

Standard 

Formula 

The set of prescribed rules used to calculate the regulatory SCR where an internal model is not being used.  

Surplus Capital The excess of Own Funds over the SCR 

TCF Treating customers fairly 

Technical 

Provisions 

The sum of the Best Estimate Liability and Risk Margin.  The Technical Provisions are set at a level that an organisation 

would need to pay to another insurance organisation in order for them to fully accept the transfer of the related insurance 

obligations. 
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IR.02.01.01 – Balance sheet 
 

 Assets Solvency II Value 

  C0010 

R0010 Goodwill  

R0020 Deferred acquisition costs  

R0030 Intangible assets  

R0040 Deferred tax assets  

R0050 Pension benefit surplus  

R0060 Property, plant & equipment held for own use 7,626,601 

R0070 Investments (other than assets held for index-linked and unit-linked contracts)  1,914,943,983 

R0080 Property (other than for own use)  

R0090 Holdings in related undertakings, including participations 3,595,775 

R0100 Equities – 

R0110 Equities - listed – 

R0120 Equities - unlisted – 

R0130 Bonds 1,006,972,155 

R0140 Government Bonds 418,240,271 

R0150 Corporate Bonds 588,731,884 

R0160 Structured notes – 

R0170 Collateralised securities – 

R0180 Collective Investments Undertakings 894,848,518 

R0190 Derivatives 9,527,536 

R0200 Deposits other than cash equivalents – 

R0210 Other investments – 

R0220 Assets held for index-linked and unit-linked contracts 12,166,662,221 

R0230 Loans and mortgages 99,219,980 

R0240 Loans on policies 474,381 

R0250 Loans and mortgages to individuals 93,200,480 

R0260 Other loans and mortgages 5,545,119 

R0270 Reinsurance recoverables from: 114,671,475 

R0280 Non-life and health similar to non-life 1,121,304 

R0315 Life and health similar to life, excluding index-linked and unit-linked 71,626,306 

R0340 Life index-linked and unit-linked 41,923,865 

R0350 Deposits to cedants  

R0360 Insurance and intermediaries’ receivables 29,588,817 

R0370 Reinsurance receivables 28,490,055 

R0380 Receivables (trade, not insurance) 28,268,194 

R0390 Own shares (held directly)  

R0400 Amounts due in respect of own fund items or initial fund called up but not yet paid in  

R0410 Cash and cash equivalents 50,608,690 

R0420 Any other assets, not elsewhere shown 10,591,738 

R0500 Total assets 14,450,671,754 
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IR.02.01.01 – Balance sheet (continued) 
 

 Liabilities Solvency II Value 

  C0010 

R0505 Technical provisions - total 13,198,117,501 

R0510 Technical provisions - non-life 12,177,576 

R0515 Technical provisions - life 13,185,939,925 

R0542 Best estimate - total 13,121,628,614 

R0544 Best estimate - non-life 10,914,650 

R0546 Best estimate - life 13,110,713,964 

R0552 Risk margin – total 76,488,887 

R0554 Risk margin - non-life 1,262,925 

R0556 Risk margin - life 75,225,962 

R0565 Transitional (TMTP) - life  

R0730 Other technical provisions  

R0740 Contingent liabilities  

R0750 Provisions other than technical provisions 3,873,797 

R0760 Pension benefit obligations  

R0770 Deposits from reinsurers  

R0780 Deferred tax liabilities 24,465,652 

R0790 Derivatives 8,821,392 

R0800 Debts owed to credit institutions 1,495,446 

R0810 Financial liabilities other than debts owed to credit institutions 975,430 

R0820 Insurance & intermediaries payables 144,880,032 

R0830 Reinsurance payables 44,072,670 

R0840 Payables (trade, not insurance) 77,521,587 

R0850 Subordinated liabilities 185,772,000 

R0860 Subordinated liabilities not in Basic Own Funds   

R0870 Subordinated liabilities in Basic Own Funds 185,772,000 

R0880 Any other liabilities, not elsewhere shown  

R0900 Total liabilities 13,689,995,507 

   

R1000 Excess of assets over liabilities 760,676,247 
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IR.05.02.01 – Premiums, claims and expenses by country 

 

 Non-Life  

Home Country 

Top 5 countries (by amount of gross premiums written) – life obligations Total Top 5 and 

home country R1400  SEK EUR    

  C0080 C0090 C0100 C0110 C0120 C0130 C0140 

 Premiums written        

R1410 Gross   942,153     942,153 

R1420 Reinsurers' share  36,093     36,093 

R1500 Net  906,060     906,060 

 Premiums earned        

R1510 Gross   948,147     948,147 

R1520 Reinsurers' share  36,447     36,447 

R1600 Net  911,700     911,700 

 Claims incurred        

R1610 Gross   942,755     942,755 

R1620 Reinsurers' share  392,963     392,963 

R1700 Net  549,792     549,792 

         

R1900 Net expenses incurred  26,687     26,687 

 

IR.05.02.01 – Premiums, claims and expenses by country 

 

 Life  

Home Country 

Top 5 countries (by amount of gross premiums written) – life obligations Total Top 5 and 

home country R1400  SEK EUR    

  C0220 C0230 C0240 C0250 C0260 C0270 C0280 

 Premiums written        

R1410 Gross  269,827,568 1,522,832,732 248,008,180    2,040,668,480 

R1420 Reinsurers' share 15,776,770 3,484,520 30,595,817    49,857,107 

R1500 Net 254,050,798 1,519,348,212 217,412,363    1,990,811,373 

 Premiums earned        

R1510 Gross  269,827,568 1,522,844,713 248,563,739    2,041,236,020 

R1520 Reinsurers' share 15,744,299 3,483,284 30,861,589    50,089,172 

R1600 Net 254,083,269 1,519,361,429 217,702,150    1,991,146,848 

 Claims incurred        

R1610 Gross  269,141,405 708,987,784 321,925,431    1,300,054,620 

R1620 Reinsurers' share 37,526,772 1,159,564 28,039,528    66,725,864 

R1700 Net 231,614,633 707,828,220 293,885,903    1,223,328,756 

         

R1900 Net expenses incurred 52,913,795 30,301,312 30,378,007    113,593,114 
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IR.05.03.02 – Life income and expenditure 

 

 

 Insurance with 

profit 

participation 

Index-linked and 

unit-linked 

insurance 

Life annuities Non-life annuities 
Other life 

insurance 
Health insurance 

Total life and 

health 

  C0010 C0020 C0030 C0040 C0050 C0060 C0070 

 Income        
         

 Premiums written        

R0010 Gross direct business 1,874,926 1,846,300,375   154,530,680 6,994,637 2,009,700,618 

R0020 Gross reinsurance accepted     30,967,862  30,967,862 

R0030 Gross 1,874,926 1,846,300,375   185,498,542 6,994,637 2,040,668,480 

R0040 Reinsurers' share 111,433 3,325,127   44,227,108 2,193,438 49,857,106 

R0050 Net 1,763,493 1,842,975,248   141,271,434 4,801,199 1,990,811,374 

         

 Expenditure        
         

 Claims incurred        

R0110 Gross direct business 32,541,592 1,089,391,853  3,079,239               149,860,954  23,332,807 1,298,206,445 

R0120 Gross reinsurance accepted     1,848,175  1,848,175 

R0130 Gross 32,541,592 1,089,391,853 3,079,239  151,709,129 23,332,807 1,300,054,620 

R0140 Reinsurers' share 201,503 9,752,915   56,032,622 738,824 66,725,864 

R0150 Net 32,340,089 1,079,638,938 3,079,239  95,676,507 22,593,983 1,233,328,756 

         

 Expenses incurred        

R0160 Gross direct business 4,173,887 72,146,958 563,916  30,365,022 1,378,382 108,628,165 

R0170 Gross reinsurance accepted     6,332,526  6,332,526 

R0180 Gross 4,173,887 72,146,958 563,916  36,697,548 1,378,382 114,960,691 

R0190 Reinsurers' share     301,835 1,065,743 1,367,578 

R0200 Net 4,173,887 72,146,958 563,916  36,395,713 312,639 113,593,113 

         

R0300 Other expenses       9,044,152 

         

R0440 Transfers & Dividends paid       42,029,105 
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IR.22.01.21 – Impact of long term guarantees measures and transitionals 

 

 

  Amount with Long 

Term Guarantee 

measures and 

transitionals 

Impact of 

transitional on 

technical provisions 

Impact of 

transitional on 

interest rate 

Impact of  

volatility adjustment  

set to zero 

Impact of  

matching 

adjustment  

set to zero 

  C0010 C0030 C0050 C0070 C0090 

R0010 Technical provisions 13,198,117,501 – – 10,599,516 – 

R0020 Basic Own Funds 906,594,330 – – (6,036,699) – 

R0030 Excess of assets over liabilities 760,676,246 – – (7,227,840) – 

R0040 Restricted Own Funds due to ring-fencing and matching portfolio 5,668,092 – – (1,191,170) – 

R0050 Eligible Own Funds to meet Solvency Capital Requirement 859,014,839 – – (7,854,963) – 

R0090 Solvency Capital Requirement 
333,964,966 

– – 973,537 

 

– 
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IR.23.01.04 – Own Funds 

 
 Basic Own Funds  Total Tier 1 

unrestricted  

Tier 1 

restricted 

Tier 2 Tier 3 

  C0010 C0020 C0030 C0040 C0050 

R0010 Ordinary share capital (gross of own shares) 11,490,048 11,490,048    

R0030 
Share premium account related to ordinary share 

capital 
270,914,003 270,914,003    

R0040 

Initial funds, members' contributions or the 

equivalent basic own-fund item for mutual and 

mutual-type undertakings  

     

R0050 Subordinated mutual member accounts      

R0070 Surplus funds      

R0090 Preference shares 146,237,500  146,237,500   

R0110 
Share premium account related to preference 

shares 
     

R0130 Reconciliation reserve 271,467,792 271,467,792    

R0140 Subordinated liabilities 185,772,000   185,772,000  

R0160 
An amount equal to the value of net deferred tax 

assets 
20,712,988    20,712,988 

R0180 
Other own fund items approved by the supervisory 

authority as basic Own Funds not specified above  
     

       

 
Own Funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to be 

classified as Solvency II Own Funds 

R0220 

Own Funds from the financial statements that 

should not be represented by the reconciliation 

reserve and do not meet the criteria to be classified 

as Solvency II Own Funds 

     

       

R0290 Total basic Own Funds  906,594,330 553,871,842 146,237,500 185,772,000 20,712,988 

       

 Ancillary Own Funds      

R0520 

Total available Own Funds to meet the 

consolidated Group SCR (excluding Own Funds 

from other financial sector and from the 

undertakings included via D&A) 

906,594,330 553,871,842 146,237,500 185,772,000 20,712,988 

R0530 
Total available Own Funds to meet the minimum 

consolidated Group SCR 

885,881,342 553,871,842 146,237,500 185,772,000  

R0560 

Total eligible Own Funds to meet the consolidated 

Group SCR (excluding Own Funds from other 

financial sector and from the undertakings 

included via D&A ) 

859,014,839 553,871,842 138,467,961 145,962,049 20,712,988 

R0570 
Total eligible Own Funds to meet the minimum 

consolidated Group SCR 

718,076,265 553,871,842 138,467,961 25,736,462  

       

R0590 Consolidated Group SCR 333,964,966     

R0610 Minimum consolidated Group SCR 128,682,312     

R0630 

Ratio of Eligible Own Funds to the consolidated 

Group SCR (excluding other financial sectors and 

the undertakings included via D&A) 

     

R0650 
Ratio of Eligible Own Funds to Minimum 

Consolidated Group SCR 

558.02%     

R0660 Total eligible Own Funds to meet the Group SCR 

(including Own Funds from other financial sector 

and from the undertakings included via D&A ) 

859,014,839 553,871,842 138,467,961 145,962,049 20,712,988 

R0670 SCR for entities included with D&A method      

R0680 Group SCR 333,964,966     

R0690 Ratio of Eligible Own Funds to  Group SCR 

including other financial sectors and the 

undertakings included via D&A 

257.22%     

  859,014,839 553,871,842 138,467,961 145,962,049 20,712,988 

       

 Reconciliation reserve      

R0700 
Excess of assets over liabilities 760,676,246 

 

    

R0710 Own shares (held directly and indirectly)      

R0720 Foreseeable dividends, distributions and charges 34,185,824     

R0725 
Distributions for participations in financial and 

credit institutions  
 

    

R0730 Other basic own fund items  449,354,538     

R0740 

Adjustment for restricted own fund items in 

respect of matching adjustment portfolios and ring 

fenced funds 

5,668,092 

    

R0760 Reconciliation reserve 271,467,792     
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IR.25.04.04 – Solvency Capital Requirement 
 

  Gross solvency 

capital requirement 

 Market risk C0010 

R0070 Interest rate risk 23,961,496 

R0080 Equity risk 164,491,827 

R0090 Property risk 3,003,788 

R0100 Spread risk 64,134,547 

R0110 Concentration risk 5,028,595 

R0120 Currency risk 60,685,982 

R0125 Other market risk  

R0130 Diversification within market risk (76,194,964) 

R0140 Total market risk 245,466,336 
   

 Counterparty default risk  

R0150 Type 1 exposure 12,779,884 

R0160 Type 2 exposures 3,989,846 

R0165 Other counterparty risk  

R0170 Diversification within counterparty default risk (762,722) 

R0180 Total counterparty default risk 16,007,007 
   

 Life underwriting risk  

R0190 Mortality risk 45,577,504 

R0200 Longevity risk 18,496,288 

R0210 Disability-Morbidity risk 481,526 

R0220 Life-expense risk 53,811,779 

R0230 Revision risk  

R0240 Lapse risk 111,456,294 

R0250 Life catastrophe risk 19,142,647 

R0255 Other life underwriting risk  

R0260 Diversification within life underwriting risk (79,996,150) 

R0270 Total life underwriting risk 168,969,888 
 

   
Health underwriting risk  

R0280 Health SLT risk 4,029,680 

R0290 Health non SLT risk 4,146,270 

R0300 Health catastrophe risk 408,795 

R0305 Other health underwriting risk  

R0310 Diversification within health underwriting risk (1,375,288) 

R0320 Total health underwriting risk 7,209,458 
 

   
Non-life underwriting risk  

R0330 Non-life premium and reserve risk (ex catastrophe risk)  

R0340 Non-life catastrophe risk  

R0350 Lapse risk  

R0355 Other non-life underwriting risk  

R0360 Diversification within non-life underwriting risk  

R0370 Total non-life underwriting risk   
  

R0400 Intangible asset risk   
  

R0422 Operational risk 16,996,668 

R0424 Other risks  

R0430 Total operational and other risks 16,996,668 
   

R0432 Total before all diversification 612,978,481 

R0434 Total before diversification between risk modules 454,649,357 

R0436 Diversification between risk modules (98,949,975) 

R0438 Total after diversification 355,699,382  
  

R0440 Loss absorbing capacity of technical provisions  

R0450 Loss absorbing capacity of deferred tax (22,871,074) 

R0455 Other adjustments 521,765 

R0460 Solvency capital requirement including undisclosed capital add-on 333,350,073 

R0472 Disclosed capital add-on - excluding residual model limitation  

R0474 Disclosed capital add-on - residual model limitation  

R0480 Solvency capital requirement including capital add-on 333,350,073  
  

R0495 Biting interest rate scenario   

R0500 Biting life lapse scenario  614,893 

R0570 Solvency capital requirement 333,964,966 
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IR.32.01.22 - Undertakings in the scope of the Group  

 
Country Identification code of the 

undertaking 

Type of code 

of the ID of 

the 

undertaking 

Legal Name of the 

undertaking 

Type of undertaking Legal form Category 

(mutual/non 

mutual) 

Supervisory Authority 

C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 

GB 213800VFRMBRTSZ3SJ06 1 - LEI Chesnara Plc 5 - Insurance holding company as 

defined in the Glossary part of the 

PRA Rulebook 

Company limited by 

shares 

2 - Non-mutual  

GB 5493006PBGQRFI82TX40 1 - LEI Countrywide Assured plc 1 - Life insurance undertaking Company limited by 

shares 

2 - Non-mutual The Prudential 

Regulation Authority 

GB 213800DQ2ZBKOTHG2M12 1 - LEI Countrywide Assured Life 

Holdings Limited 

5 - Insurance holding company as 

defined in the Glossary part of the 

PRA Rulebook 

Company limited by 

shares 

2 - Non-mutual  

GB 213800E18ZA3OVMM5P56 1 - LEI Countrywide Assured Services 

Limited 

10 - Ancillary services undertaking 

as defined in the Glossary part of 

the PRA Rulebook. 

Company limited by 

shares 

2 - Non-mutual  

GB 213800U9SDMSLYT2JS80 1 - LEI Countrywide Assured Trustee 

Company Limited 

10 - Ancillary services undertaking 

as defined in the Glossary part of 

the PRA Rulebook. 

Company limited by 

shares 

2 - Non-mutual  

GB 213800J7ADQQJOX6B673 1 - LEI CASFS Limited 10 - Ancillary services undertaking 

as defined in the Glossary part of 

the PRA Rulebook. 

Company limited by 

shares 

2 - Non-mutual  

GB 213800X41MKP71L2T153 1 - LEI CASLPTS Limited 10 - Ancillary services undertaking 

as defined in the Glossary part of 

the PRA Rulebook. 

Company limited by 

shares 

2 - Non-mutual  

SE 549300L3SKPPLGYVSI02 1 - LEI Movestic Livförsäkring  AB  4 - Composite undertaking Company limited by 

shares 

2 - Non-mutual Finansinspektionen 

 

SE 5493002MRIRVRUHV4O57 1 - LEI Movestic Fonder AB 8 - Credit institution, investment 

firm and financial institution 

Company limited by 

shares 

2 - Non-mutual Finansinspektionen 

 

NL 2138005TNXFN8HKJ9779 1 - LEI Scildon N.V. 1 - Life insurance undertaking Company limited by 

shares 

2 - Non-mutual De Nederlandsche 

Bank 

 

NL 7245000HKSZJZFYQ7K89 1 - LEI Waard Schade N.V. 1 - Life insurance undertaking Company limited by 

shares 

2 - Non-mutual De Nederlandsche 

Bank 

 

NL 21380051GTWS632OP611 1 - LEI Waard Verzekeringen B.V. 10 - Ancillary services undertaking 

as defined in the Glossary part of 

the PRA Rulebook. 

Company limited by 

shares 

2 - Non-mutual De Nederlandsche 

Bank 

NL 724500638EL2TQZKZ272 1 - LEI Robein Leven N.V. 99 - Other Company limited by 

shares 

2 - Non-mutual  

NL 724500334HOFBAVJ3J68 1 - LEI Robein 

Effectendienstveriening N.V. 

10 - Ancillary services undertaking 

as defined in the Glossary part of 

the PRA Rulebook. 

Company limited by 

shares 

2 - Non-mutual  
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IR.32.01.22 - Undertakings in the scope of the Group (continued)  

    Criteria of influence 

Country Identification code of the 

undertaking 

Type of code 

of the ID of 

the 

undertaking 

Legal Name of the undertaking % capital 

share 

% used for the 

establishment 

of consolidated 

accounts 

% voting 

rights 

Other criteria Level of 

influence 

Proportional 

share used 

for Group 

solvency 

calculation 

C0010 C0020 C0030 C0040 C0180 C0190 C0200 C0210 C0220 C0230 

GB 213800VFRMBRTSZ3SJ06 1 - LEI Chesnara Plc 100.00% 100.00% 100.00%  Dominant 100.00% 

GB 5493006PBGQRFI82TX40 1 - LEI Countrywide Assured plc 100.00% 100.00% 100.00%  Dominant 100.00% 

GB 213800DQ2ZBKOTHG2M1

2 

1 - LEI Countrywide Assured Life Holdings 

Limited 
100.00% 100.00% 100.00%  

Dominant 
100.00% 

GB 213800E18ZA3OVMM5P56 1 - LEI Countrywide Assured Services Limited 100.00% 100.00% 100.00%  Dominant 100.00% 

GB 213800U9SDMSLYT2JS80 1 - LEI Countrywide Assured Trustee Company 

Limited 
100.00% 100.00% 100.00%  

Dominant 
100.00% 

GB 213800J7ADQQJOX6B673 1 - LEI CASFS Limited 100.00% 100.00% 100.00%  Dominant 100.00% 

GB 213800X41MKP71L2T153 1 - LEI CASLPTS Limited 100.00% 100.00% 100.00%  Dominant 100.00% 

SE 549300L3SKPPLGYVSI02 1 - LEI Movestic Livförsäkring  AB  100.00% 100.00% 100.00%  Dominant 100.00% 

SE 5493002MRIRVRUHV4O57 1 - LEI Movestic Fonder AB 100.00% 100.00% 100.00%  Dominant 100.00% 

NL 2138005TNXFN8HKJ9779 1 - LEI Scildon N.V. 100.00% 100.00% 100.00%  Dominant 100.00% 

NL 7245000HKSZJZFYQ7K89 1 - LEI Waard Schade N.V. 100.00% 100.00% 100.00%  Dominant 100.00% 

NL 21380051GTWS632OP611 1 - LEI Waard Verzekeringen B.V. 100.00% 100.00% 100.00%  Dominant 100.00% 

NL 724500638EL2TQZKZ272 1 - LEI Robein Leven N.V. 100.00% 100.00% 100.00%  Dominant 100.00% 

NL 724500334HOFBAVJ3J68 1 - LEI Robein Effectendienstveriening N.V. 100.00% 100.00% 100.00%  Dominant 100.00% 
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    Inclusion in the scope of Group 

supervision   

Group solvency calculation 

Country Identification code of the 

undertaking 

Type of code 

of the ID of 

the 

undertaking 

Legal Name of the undertaking YES/NO Date of 

decision if 

art. 214 is 

applied 

Method used and under method 

1, treatment of the undertaking 

C0010 C0020 C0030 C0040 C0240 C0250 C0260 

GB 213800VFRMBRTSZ3SJ06 1 - LEI Chesnara Plc Included in the scope  Method 1 – Full consolidation 

GB 5493006PBGQRFI82TX40 1 - LEI Countrywide Assured plc Included in the scope  Method 1 – Full consolidation 

GB 213800DQ2ZBKOTHG2M1

2 

1 - LEI Countrywide Assured Life Holdings Limited 
Included in the scope  Method 1 – Full consolidation 

GB 213800E18ZA3OVMM5P56 1 - LEI Countrywide Assured Services Limited Included in the scope  Method 1 – Full consolidation 

GB 213800U9SDMSLYT2JS80 1 - LEI Countrywide Assured Trustee Company 

Limited 
Included in the scope  Method 1 – Full consolidation 

GB 213800J7ADQQJOX6B673 1 - LEI CASFS Limited Included in the scope  Method 1 – Full consolidation 

GB 213800X41MKP71L2T153 1 - LEI CASLPTS Limited Included in the scope  Method 1 – Full consolidation 

SE 549300L3SKPPLGYVSI02 1 - LEI Movestic Livförsäkring AB  Included in the scope  Method 1 – Full consolidation 

SE 5493002MRIRVRUHV4O57 1 - LEI Movestic Fonder AB Included in the scope  Method 1 – Full consolidation 

NL 2138005TNXFN8HKJ9779 1 - LEI Scildon N.V. Included in the scope  Method 1 – Full consolidation 

NL 7245000HKSZJZFYQ7K89 1 - LEI Waard Schade N.V. Included in the scope  Method 1 – Full consolidation 

NL 21380051GTWS632OP611 1 - LEI Waard Verzekeringen B.V. Included in the scope  Method 1 – Full consolidation 

NL 724500638EL2TQZKZ272 1 - LEI Robein Leven N.V. Included in the scope  Method 1 – Full consolidation 


