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1. Enhanced/impaired individual annuity market - background

2. Medically underwritten bulk annuities
- What are they?
- Which schemes can benefit?
- Process

- Pros and Cons
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Quick Question...

Both had a £100K pension pot at retirement but who got the bigger pension.....?
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Quick Question...

Both had a £100K pension pot at retirement but who got the bigger pension.....?

£5,954

Health or Lifestyle Partnership uplift rate*

condition diagnosed within
the last 6 months

Cancer 73.5%
Type 1 Diabetes 19.5%
Heart Attack 18.0%
Smoker 17.9%
|
2@?’5 Institute
* Sample rates based on partnership assessment of severity of existing conditions compared with the best standard rate available as at the i@& and Faculty
S22 | of Actuaries

12t March 2013. Actual rates can vary and will depend on individual circumstances. For illustration purposes only.
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Growth in the Annuity market

Total Annuity Sales (Standard & Enhanced)across the market in
£M)

£16,000 -
£14,000
£12,000
£10,000
£8,000
£6,000
£4,000
£2,000
£0

2008 2009 2010 2011 2012

- Enhanced annuities - Standard annuities Source: ABI data

Overall growth rate p/a
More than 50% of people at (2008 — 2012)

retirement could qualify for an o
| qualify Enhanced annuities 35% =% Institute
enhanced annuity ;j ¥ & arel Eaculty
Total annuiti % .
Source: Partnership & Oliver Wyman research otal annuities o% o9 | of Actuaries
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Medically underwritten bulk annuities;
What, why, how...
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Every scheme paying an average price...
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Underwritten buy-ins —what are they?

- Traditional buy-ins

— priced based on relatively limited information on pensioners covered (age, sex, amount of
pension, postcode, occupation, industry etc.)

* Underwritten buy-ins

— potentially greater level of understanding of the expected longevity for scheme members
within the pensioner population being insured

« Underwritten buy-ins look to obtain additional information on members’ health and lifestyle (from the
pensioners); currently for pensioners only

« Just like a traditional buy-in, they can be converted to individual policies
* Insurers able to provide underwritten buy-ins:

— New:

*partnership hjustretirement

— Traditional: q
Bl AVIVA Legalds
— They cover all pensioner members (no “cherry-picking” of just unhealthy lives) or potentlally
sub-sets of pensioner members ? i
N
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What schemes are more likely to benefit?

*  Smaller schemes with up to 300-400 pensioners

« Schemes with skewed distribution of liabilities (a small number make up a large
proportion of the total liabilities)

- Schemes where Trustees (and sponsor) know many of the pensioners and have
personal insight into incidence and severity of impairments

- Exec schemes that contain small number of high value liabilities

- Schemes where pension scheme membership could have been mixed blue and
white collar, but ended up disproportionately blue collar

« Schemes with high levels of ill health early retirements

- Can work for sub-sets of larger pensioner populations (beware anti-selection
Issues)
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The Pro’s and Con’s of this approach

* Pro's
— Can allow a scheme to achieve a better price than that through a “conventional” quote
— May facilitate a transaction at a figure below Technical Provisions
— Provides the trustees with insight into the scheme’s longevity risk

— Can aid data cleansing

- Con’s

— The exercise could uncover a healthier population of pensioners than expected (or hoped

— Some insurers may quote a higher premium for a conventional quote following an u/w
exercise

— Poor response rate to health information request could negate the value of the exercise
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Deals done to date

25
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Value in £M
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® Deal completed ®2nd deal completed

;@SE&@ Institute
Source: Partnership sales For illustration purposes only ,U\ 2?‘15&(:;'@;
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Press coverage

Partnership completes
blggest enhanced buy-in

Fartnership has completed a Ebm medi-
callyunderwritten buy-in with an unnamed
scheme.

The trarsaction covers around 20 af
the scheme’s highest liability members,
wha aceount for approximately 50% of
it lighilities.

Tha uinderwriting proces, wiing bealth
datagathared from membere usnga ques-
tlonnakre, enaghled the trustees bo remove
thee risk at a cost below the scheme's tech -
nileal mesarves.

d buy-In

Hymans Robertsoms Alistaic Russell-
Smith, who Is the scheme actsary to the
fund, suid the deal had provdded a focused,
cost-ulieetive hedge

He saick “The trugtess af the scheme
loeked at o range of de-risking opportu-
nities and wanit for thes salution because
afits focus an the high bahility individa-
Ilﬂjl:'huhﬂd.pdnmm{.ﬂ%nfmzpu
sloner ligbilities despite only covering
around 20 bvia”

Partniership head of de-risking Duavid
Harwey said the scale of the deal, and
theet [t that it covensd a sabeet of habd-
ithed within a banger scheme, were both

Wirant

This is the eighth enh
writben by Partnership, the only provider
tir havve cosnplited sach a deal so far: It
dvamurfs thee previous deals which translirred
approximately £15m of liabilitles in total,

The lead adviser to the trustees wos
Hymans Rabertson and the legal adviser
was Squire Sandeea, both of which had
a long-standing relationship with the
scheme,

"He said: “The nature and size of this
transaction demenstrates how medically
underwritten buy-ins can play o signifi-
cant part in the de-risking ol any size of
scheme, including thise larger schemes
looking o rermave the misk of thase high-
ext liabilities”

Hymans Robartson pasiver and head
of huyouts Jarnes Mulling prodicted the

enfisnced bulk anaity manks would grow
mpidly, given the competitive pricing and
client demand.

He sxid: "For trostees and spansoring
amiplopers looking concemmisd about their
concentration af sk, anenhanced buy-n
is & tailorsd and cost-effactive wiy of man-
aging their scheme's Eabilities”

Thus sumimser, PMartnership completed a
E5 L huy-in with the Mlasaer scheme (80
Oiraling, M Juree »
ey 2276973 Just Retiremeent. Legal and
Gianeral amd Aviva are also active in the
masket hut are yet 10 &NNOURGCE & com-
pleted transaction.

A report by the Pensions Instituce at the
start of the year suggested that medical
usilerwriting couldcut the cost olbany-ies for
smlier achermis by 109 (00 Online 4 Orline
~ wanefarofesslanalve i coon 33 T 28|

Partnership, the anmeity
provider, has complesed an
enhanced buyoar of the defined
conuribution (DC) sectivn
of the Imperial Home Decor
accuparional pension scheme,
This scheme has been in wind
up since Oczober 2000 when the
company was declared insolvent
and was subject to a landmark
Segal ruling in 2011

For the last 12 moaths
Partnership has been working
chsely with both Bridge
Trustees and Capita Employee
Renefits, to develop a buyout
solusion which would see all

parties - inchuding scheme
members - socure the best
possible put-comes

The innovative solution we
developed allowed the trustees to

discharge their liabilities.

‘ David Harvey

This led to & deal being
secured which woukd see
the almost 140 qualifying
DC memnbers - who bhad
been receiving interim
pensans - benefic from an
enhanoed annuiy deal woeth
approximately £5m. Members
of the scheme who have defined
benefit pensions will continue
0 be paid by the Financial
Assistance Scheme.

Dervid Harvey, beswd of de-
risking solutions at Partnership,

sakl; “Given the hissoey of the
scheme and tye unique nature
of thesr requirements, we were

chasely with all parties, We feel

that the innovative solueion we
developed allowed the trustees
to discharge their liabilities
whils giving all members
genuine choice over the shape of
their pension.”

Gides Orron, chairman of

o the nature of the Imperial

Partnership completes £5m Imperial enhanced buyout deal

Home Decor scheme. finding the
right solution for its members
presenced us with a chalkenge
Therefare, we are pleased

that we are able to compiene

this buyout which will lead

to enhanced incomes for

msany of the schemes defined

contribution members.”
Kenneth Danaldson of Capita

Empkyee Benefits sald: “We

feel that we have develaped the

right de-risking vehick: for the

problems that we faced, Not

only will it allow the trustees

to discharge their obligations

bt slso help to ensure that the

scheme members receive the

type of pension peovision they

had suved far

§ wwrw partnership. co.uk

Medically underwritten market grows

Mare pession schemes are Luking advantage
ol the growing medically unwritten bulk
annaity marked

Plasser UK and Imperial Hlome Décor are
two of the Latest employess to have secured
medically undeewritten bulk unnuity deals for
their persion schemes.
Partoeeship, which completed lh deals,

dire

or al Plasser UK, sald: *De-risking
pension sehome nt below buy-oat cost can anly
be achioved oo medical groaods.

“This is u complox process but by working
rinership and Gallaghor

s wee managed i g0od
Balance ntmgnpmom and sensitivity with
our pensioners and the process worked well,
The pae-page medical questionnaire was

bulk anvulty
December.

When setting up these types of arran
praviders analyse the bealth of retired
members. If they
fiod Hisbilities an
sulficiently skewed
by members with
lesss than avernge
life expeetancies,
they ean offer lower

This practice
is particularly
beacficlul for small
schemes, where
the health of a
small proportion of
iwemmbees can have
an impact on the
whole seherme.
Anne Yeo, finance

10 the process and we are pleased
with the osteome.”

‘The report A lwalthicr way to de-risk.
published by the Pensions [astitute und
Cass Husiness Sehool in
Februry, clalmed thit
more thas 5,000 small,
underfunded DE schemes
could make big savings
when insuring liabilities
using more sophistieated
medically underwritten
buyein peicing methods,

The repoet estimated it
the size of the market 1o be
£35080, roughly o third of
the size of deflied beoedit
liabllities (n the Pension
Pratection Fum index

Only around £4ba of
conventionl bulk anmuitics
are written in a noeal
veur, m

PensionsWorld
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A simplified approach to medical underwriting

A solution has been developed to overcome the barrier of collecting medical evidence from
people who have no incentive to provide it

??? Scheme - Member’s questionnaire

Personal details

Title | First name. Surname Date of birth | Gender NI Number

Member
Spouse/Named.

Oependant

Medical details
Spouse/Named
Question Member
What is your height? f ins or cms | R ins or cms
What is your weight? st lbs or kgs st Ibs or kgs
1f you smoke manufactured cigarettes, have you smoked 10 or more
cigarettes per day for the last 10 years? Yas /N0 Nez:{ Mo
If you smoke rolling tobacco, have you smoked more than 3ozs or
85g per week for the last 10 years? VasifMo, Yeu:f Mo
Have you been diagnosed with high blood pressure, requiring Yes / No Yes i/ No
ongoing medication?
Have you suffered a heart attack requiring hospital admission? Yes / No Yes / No
Have you been diagnosed with diabetes, requiring insulin or tablet | —
treatment?
Have you suffered from a stroke (CVA), excluding mini-strokes e Wo N e
(MAs)?
Have you been diagnosed with angina, requiring on-going
Atk Yes / No Yes / No

Have you been diagnosed with cancer (exl. skin cancer and benign
tumours) requiring surgery, chemotherapy or radiotherapy? Yes:/ ¥o Vet (e
Have you been diagnosed with Parkinson’s disease? Yes / No Yes / No
Have you been diagnosed with multiple sclerosis? Yes / No Yes / No
Have you taken early retirement on the grounds of il health? Yes/ No Yes/ No

Notice of statutory rights

Under the Access to Medical Reports Act 1988 and the Access to Personal Files and Medical Reports (Northern Ireland)
Order 1991 and the Access to Health Records and Reports (1sle of Man) Act 1993, Partnership reserves the right to apply
for a medical report from any doctor who has at any time attended you. The declaration gives us your consent to apply
for such a report if we need to.

Your rights
*  You do not have to give your consent but, without it, Partnership will not be prepared to accept your pension
annuity application.

©  Ifyou do give your consent, you can indicate whether or not you wish to see any report before it is sent to us.

1f you indicate that you do not wish to see any report:
©  The doctor ean forward it to us immediately and we should be able to process your Pension without delay.
©  You can, however, still change your mind at any time within six months and notify the doctor that you wish to
see the report. If the doctor has already forwarded the report to us, he/she will send you a copy and, if not,
he/she will give you 21 days to arrange to see it.

supplying you with the report,

youif we apply for one and will inform the doctor
ange to see it.

ending it to us.

Feport you consider incorrect or misleading and can

he/she considers would be likely to cause serious
bt would indicate his/her intentions towards you.
ly to disclose information about, or the identity of,
person has consented or the information relates to,
ldoctor does not let you see any part of the report

ip Life Assurance Company Limited (Partnership) to
or research and statistieal purposes.

rmation with ather insurers and reinsurers. These
ion except to prevent fraud or if required to do so

signing this form you are consenting for

lormation as detailed in the above questionnaire. |
above.

om any doctor who, at any time, has attended me,
s consent may be treated as the original.

Jon this form s true and complete.

L sent to Partnership (*delete as appropriate)

Date:

< sent to Partnership (*delete as appropriate)

Date:

Spouse/Named Dependant

r's name

55

wone No

Simple yes/no questions

Branching questions can be added
for more detail & better rates

Additional / replacement questions
can be added in to reflect scheme
specific health profile

Greater level of detail can lead to
more members qualifying

To establish likely viability, it may
be possible to carry out some
scheme profiling prior to an
exercise commencing

Response rates exceed what you
might expect

R
?#Sig Institute
[He 5N | and Faculty
Q\_/ﬂ:; of Actuaries
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Collecting the medical evidence

Scheme Underwriting Ml

Response Rates -
No. members that were asked to complete a medical questionnaire 704

No. members that completed & returned the questionnaire

526

Total overall response rate 75%

No. schemes where 100% response rate was achieved 10

Completion Rates .

No. schemes that have carried out an u/w exercise* 18

Schemes that have so far transacted with Partnership™* 8

Conversion rate 44%

e : =% .

Source: *excludes schemes where underwriting is currently in progress ¥ Institute
Partnership * & L . . .. i@& and Faculty
experience negotiations on-going with some of the remaining 10 P2 | of Actuaries
31 October 2013
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Quotation process for a binding quotation

The Trustees send the one page health questionnaires to
pensioners for completion by them and their spouse

— This is the only member contact -there will be no visits, no
phone calls etc.

* The forms can be returned either via the EBC or sent directly to
the insurer and assessed by underwriters. In some instances
they will request a GPR (typically larger individual liabilities)

* On completion of the underwriting exercise (which usually takes
about six weeks) the insurer issues a binding quotation for all
pensioners, whether they qualify for an enhanced buy in or not

* The quotation is based upon a true picture of pensioner
longevity....... might not always be cheaper!

Institute
and Faculty
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Benefits

Individual member — potential savings relative to technical provisions

20.0%

10.0%

Smoker Impaired Severely Impaired

0.0% -

Healthy Mild lifestyle

-10.0%

-20.0%

-30.0%

-40.0%

-50.0%

mConventional Insurer  ®mMedically underwritten
- . N =% .

Source: Partnership data and calculations, LCP; For illustration purposes only. NP Institute
Pension Buy-ins, Buy-outs and Longevity Swaps Indicative ranges for effect of individual [/ .g%\ and Facul.ty
2013 conditions sy | of Actuaries
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Benefits

Scheme — a combination of individuals

Healthy
Impaired ;?*55
r@\
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A transaction driven by a business event

- sponsor was owned by an individual who wanted to sell the business
* The scheme was in deficit which had a negative impact on the valuation of the business
* The biggest liabilities were pensioners, some of whom have known health conditions

» The Trustees and sponsor wanted the benefits secured on competitive terms in a timely manner

» Simple 1 page medical questionnaire sent to all pensioners (irrespective of health and pension size)

» Underwriting following receipt of completed questionnaires resulted in a significant level of enhancement

Ap p roaCh » Data queries resolved and underwriting exercise carried out simultaneously

* Benefits secured on competitive terms resulting in a reduction in the scheme deficit )
* Removing the uncertainty of the pension risk made the business more attractive to buy
» Benefits were secured for the pensioners with an insurance company

* The owner received a higher price when he sold the business )

31 October 2013
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Securing a tranche of pensions in payment

« sponsor is in the services industry throughout the UK
» Scheme has a significant concentration of risk held in the top 20 liabilities
* The sponsor/trustees were aware of health issues for a number of those pensioners

» The Trustees and sponsor wanted to remove the volatility of the biggest liabilities

* Simple 1 page medical questionnaire sent to all 20 pensioners

» Bespoke TP calculations carried out by scheme actuary to estimate a fair value bulk annuity price

Ap proac hg Underwriting and data queries carried out at the same time

» Guaranteed quote produced based on information received
» Scheme actuary able to advise that the medically underwritten quote was fair value

* The trustees were able to secure the pensions through a buy-in as part of their de-risking strategy

 Improvement in funding position — trustees secured the buy-in at a figure below the technical reserves

31 October 2013
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Summary

The underwritten bulk annuity market is embryonic but we believe it
IS here to stay

- Early transactions show that significant savings can be achieved
- Effective for small schemes, or those with large concentration risk
* ...but not for all schemes

« Trustee knowledge of pensioners is invaluable, especially the high
value ones!
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Thank you

David Harvey

Partnership Life Assurance Company Limited
Sackville House

143-149 Fenchurch Street

London

EC3M 6BN

Email: david.harvey@partnership.co.uk
Telephone: 07540 203704

Website: www.partnership.co.uk/defined-benefit

Martin Parker

Partnership Life Assurance Company Limited
Sackville House

143-149 Fenchurch Street

London

EC3M 6BN

Email: martin.parker@partnership.co.uk
Telephone: 07920 468095

Website: www.partnership.co.uk/defined-benefit

The contents of this presentation are the views of Partnership and are not intended as financial services advice.
Should you be in any doubt about the suitability of any arrangement you should seek authorised financial advice.
Partnership is a trading style of the Partnership group of Companies, which includes; Partnership Life Assurance
Company Limited (registered in England and Wales No. 05465261), and Partnership Home Loans Limited

(registered in England and Wales No. 05108846).

Partnership Life Assurance Company Limited is authorised by the Prudential Regulation Authority and regulated by %g §
the Financial Conduct Authority and the Prudential Regulation Authority. Partnership Home Loans Limited is ¥ Institute
authorised and regulated by the Financial Conduct Authority. The registered office for both companies is Sackville /& ,ég;\ 2?(1\<[::fucaurlite>;

House, 143-149 Fenchurch Street, London EC3M 6BN.

31 October 2013
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Thank you

Mike Walsh Martin Parker

Partnership Life Assurance Company Limited Partnership Life Assurance Company Limited

Sackville House Sackville House

143-149 Fenchurch Street 143-149 Fenchurch Street

London London

EC3M 6BN EC3M 6BN

Email: mike.walsh@ partnership.co.uk Email: matrtin.parker@partnership.co.uk
Telephone: 0207 398 5969 Telephone: 07920 468095

Website: www.partnership.co.uk/defined-benefit Website: www.partnership.co.uk/defined-benefit

The contents of this presentation are the views of Partnership and are not intended as financial services advice.
Should you be in any doubt about the suitability of any arrangement you should seek authorised financial advice.
Partnership is a trading style of the Partnership group of Companies, which includes; Partnership Life Assurance
Company Limited (registered in England and Wales No. 05465261), and Partnership Home Loans Limited (registered in
England and Wales No. 05108846).

Partnership Life Assurance Company Limited is authorised by the Prudential Regulation Authority and regulated by the

Financial Conduct Authority and the Prudential Regulation Authority. Partnership Home Loans Limited is authorised and 24%@ Institut
regulated by the Financial Conduct Authority. The registered office for both companies is Sackville House, 143-149 ;ﬁ NG \i anns dl ;af;‘ulty
Fenchurch Street, London EC3M 6BN. N\ of Actuaries
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Questions

Expressions of individual views by members of the Institute and Faculty
of Actuaries and its staff are encouraged.

The views expressed in this presentation are those of the presenter.
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