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Foresters & the Tunbridge Wells Fund

• A ‘Fraternal Benefits’ company operating in the UK, US and Canada 

• ‘We have helped families plan for their future while making a difference in their 
communities’

• Unit linked, protection and with-profits

• Acquired The Children’s Mutual  & Tunbridge Wells Equitable Friendly Society 
(“TW”) in 2013
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Tunbridge Wells Equitable Friendly Society
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Why did the TWF need stabilising?

Volatile results driven by 
pensions scheme deficit
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And a very fast run-off of the TW Fund
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WP policies 
half in 3-4 
years Run off speed 

slows after 10-15 
years to leave long 
tail

The policyholder experience so far…

17 November 2017 8

P
ol

ic
yh

ol
de

rE
xp

e
ri

e
nc

e

Bonuses Zero regular bonus for the last 7 
years

Charges High initial charges  lower growth

Investment Strategy Lifestyling  lower growth

Impact of Pension Scheme High cost of defined benefit scheme

Complaints High level of complaints
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Policyholders bear future risk…

Volatile results driven by 
pensions scheme deficit
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• Suspend smoothing

• Cut terminal bonus for deaths 
and maturities

• … but guarantees close to biting

• Reduce surrender pay-outs to 
customers

• …main action

Solutions
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Challenge 1: TW Pension Scheme

Volatile results driven by 
pensions scheme deficit
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Action 1a: Cap the policyholders’ exposure
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Policyholder 
proportion 
capped at 
£5.7m
Reduced via 
defined monthly 
contributions

Shareholder 
proportion of 
deficit for a 
premium of 
£4.3m

Volatile results driven by 
pensions scheme deficit

Stop Loss Reinsurance 
implemented
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Action 1b: Distribute the Buyout Reserve
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Challenge 2: Weak Returns

Volatile results driven by 
pensions scheme deficit
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Action 2a: Cap policyholder charges
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Action 2b: Remove Lifestyling
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As asset share increased, 
the holding in higher return 

assets reduced. Real Assets

Fast run-off of the fund 
required investment in 

short-term bonds, 
further dampening 
investment returns.

Time
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Outcome: Positive Prospective Returns
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Series1 Series3 Series2

• High initial charges 
on small policies

• High ongoing charges combined 
with low investment returns 

• Asset share 
enhancement

• Capped 
charges

Asset 
Share pre

Asset 
Share post

But for the smallest policies….
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Challenge 3: TW Investment Strategy

Volatile results driven by 
pensions scheme deficit
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Action 3: Segment the fund
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Challenge 4: Unclaimed funds

Volatile results driven by 
pensions scheme deficit

17 November 2017 21

Significant management 
actions to support 
solvency

Assets

Capital 
Requirements

Surplus

0

100

200

300

400

500

£
m

With Profits

Discretionary 
Benefits

Guaranteed 
Benefits

Non Profits Pension Scheme

Pension 
Scheme Deficit

Buyout ReserveMatured Policy 
Fund

Management 
Actions

Non Profit & 
Unit Linked

Unclaimed Funds

Action 4:Trace Customers & Apply Actuarial Judgement

• Includes claims from policyholders past their maturity date 

• £18m fund, c.5% of whole fund

• High claim rates in first couple of years after maturity, tail off very quickly
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Challenge 5: Policyholder communications

• Letter to policyholders informing them of changes:

– Removal of lifestyling

– Reduction in charges

– Distribution of the buyout reserve

• A seemingly simple task posed various challenges:

– Engaging the whole business

– Establishing ownership

– Finding the right tone

– Customer services training

– Letter printing logistics
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Conclusions
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Financial Outcomes - Surplus
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Bonuses Zero regular bonus for the 
last 7 years

Prospect of 
higher terminal bonuses 

& estate distribution

Charges High initial charges 
lower growth

Charges as a % of FUM 
Capped

Investment Strategy Lifestyling lower growth
Investment freedom

Expected 30bps increase 
in return 

Impact of Pension Scheme High cost of defined 
benefit scheme

Deficit liability capped
Buyout reserve distributed

~ c.3% Asset Shares

Complaints High level of complaints ~ 20% decline in 
complaints
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Next Steps
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