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NOTIFICATION FORM

FINANCIAL SERVICES BOARD <
REPUBLIC OF SOUTH AFRICA %

o
LONG-TERM INSURANCE ACT, 1998 (ACT 52 OF 1998) I E )I' =

NOTIFICATION OF THE TRANSFER OF THE BUSINESS OF A LONG-TERM INSURER IN

TERMS OF SECTION 38 OF THE LONG-TERM INSURANCE ACT (*“ACT")

D. Specific information

We, the undersigned, being the Public Officers of Guardrisk Life Limited and Absa Life Limited hereby give

notification of a transfer of business.

The following information is provided in support of the application.

1. Furnish the full names of the parties to the transfer of the business or scheme of arrangement.

1.1 Transferor.

Guardrisk Life Limited
(herein after referred to as Guardrisk Life)

1.2 Transferee.

Absa Life Limited
(herein after referred to as Absa Life)



1:3 Other, including an intermediary (indicate involvement with transfer).

Instant Life (Pty) Limited
(herein after referred to as Instant Life)

The policies to be transferred are those sold and administered by Instant Life, but are
underwritten by Guardrisk Life under a Cell Captive arrangement. The selling and
administering of policies are governed under Binder and Outsource Agreements.

Give a brief description of the business that will be transferred or of the scheme of arrangement and

indicate the geographical spread.

21 Brief description.

All long-term insurance policies which have been sold by and are being administered by
Instant Life as governed by the Cell Captive Shareholder, Binder and Outsource Agreements
with Guardrisk Life are in scope. The policies are underwritten by Guardrisk Life and include
all those which will be in force on the date of transfer. The policies are offered under the
following products:

e Life Cover

o Accidental Death Cover

o  Work Disability Cover

o  Critical lliness

e (Critical lliness Tiered Cover

e Cancer Cover
FitLife Cover
Convenient Life Cover
Funeral Cover
Family Funeral Cover

The policies are distributed in the following ways:
e Digitally, through the internet
e Telephonically, including inbound and outbound calls
22 Geographical spread.

The geographical spread as at 30 June 2016 is as follows:

Province Count Distribution

Gauteng o 5,451 45%
KwaZulu-Natal 1,989 17%
Western Cape 1,726 14%
Mpumalanga 770 6%
Eastern Cape 661 5%




Northwest Province 454 4%
Free State 381 3%
Limpopo 338 3%
Northern Cape 256 2%
Grand Total 12,026 100%

Indicate whether the liability of the transferee is expressed in or created by existing policies or by new

policies, or whether the terms of such new policies are the same as or different from the terms of the

original policies.

Expressed in or created by existing policies X

Expressed in or created by new policies’

Not applicable

* Kindly indicate -

Whether the terms of such new policies are the same as the terms of the original

policies

Whether the terms of such new policies are different from the terms of the original

policies?

2 Kindly explain.

Furnish full reasons why the business needs to be transferred or the scheme of arrangement needs to

be effected.

Absa Financial Services Limited (AFS), which is a fully owned subsidiary of Barclays Africa Group
Limited (BAGL), acquired a 75% interest in Instant Life, an insurance administration and distribution
company, with effect from 1 April 2016. The acquisition was approved under the Banks Act 94 of 1990

by the Registrar of Banks.

Prior to 1 April 2016, Instant Life sold long-term insurance policies which were underwritten by i
Guardrisk Life. Absa Life, which is a fully owned subsidiary of AFS, is in the business of underwriting ‘



long-term insurance risk. Absa Life therefore has, similar to Guardrisk Life, the necessary capabilities
and expertise to underwrite policies. As a result, with effect from 1 April 2016, which is also the
effective acquisition date, all new long-term insurance business sold by Instant Life is underwritten by

Absa Life.

The transfer of the policies from Guardrisk to Absa Life is sensible for the following reasons:

1. The Governance and Control oversight, which is required under the BAGL Enterprise Risk
Management Framework, of the business will be much more efficient and practical if the
underwriting risk lies with Absa Life. It will also limit any risk of Guardrisk Life’s confidential
information being exposed to Absa Life as a competitor, especially since Absa Life is
responsible for the Insurance Risk oversight of all long-term insurance business written in
BAGL. The business offered by Instant Life, even if underwritten by Guardrisk Life, would
ultimately have to fall under the Insurance Risk governance structures of BAGL as the
business is written in a Cell Captive arrangement. Any Competition Commission risk issues are
also avoided.

2. Since new business is underwritten by Absa Life, it would be operationally and
administratively simpler and more efficient if any duplication can be avoided and all long-
term insurance business offered by Instant Life are written under a single life insurance
licence. It would ensure efficiency and consistency on:

o  Administration systems

o Correspondence

e Marketing material

e Policy servicing

e  Financial control

e Regulatory and financial reporting
¢ Commercial arrangements

3. Any duplication and the resulting costs would have to be paid for by policyholders. The
efficiency and consistency referred to above will directly impact the costs at which products

are offered to customers positively.

4. The efficiency and consistency referred to above will also impact the quality of the ongoing
customer service and experience. Reference to both Guardrisk Life and Absa Life for example
could be confusing to customers and impact their experience negatively. Potential Conduct
Risk issues, including Treating Customers Fairly principle issues, would therefore be limited.

5. Itis commercially sensible for BAGL that fees which currently flow to Guardrisk Life, remain
within BAGL and flow specifically to Absa Life.

6. Given that the Guardrisk Cell Captive is closed for new business, Cell Captive fees will reduce
over time and ultimately get to the point where it might not be commercially viable for
Guardrisk Life to continue managing the Cell Captive arrangement.

The application to the Registrar of Banks for the acquisition of the 75% interest in Instant Life
indicated the intention to transfer the in-force policies in the Guardrisk Cell Captive onto an Absa Life
Cell Captive within 12 months of completion of the transaction subject to the receipt of the required
regulatory approvals, which in this case is the approval under Section 38 of the Act. BAGL is further



required to provide the office of the Registrar of Banks with quarterly updates on the developments
of the transfer and inform the office of any changes to the proposed intention.

It was further a requirement by the office of the Registrar of Banks that all new business must cease

to be written in the Guardrisk Cell Captive within 3 months from the date of the acquisition, following
which all new business should be written in an Absa Life Cell Captive.

Indicate who initiated the transfer of the business or the scheme of arrangement.

Transferor

Transferee X

Policyholder(s)

Intermediary

Kindly -

6.1 furnish copies of the notices of the passing of a special resolution by the members of the both
the transferor and transferee insurers.

6.2 furnish copies of the special resolutions by the members of the both the transferor and
transferee insurers.

6.3 explain if the documents in questions 6.1 and 6.2 of Part D are not attached.

Attach a draft of the agreement (scheme of transfer or transaction) entered into between the
transferor and the transferee companies specifying, amongst others, -

7 the parties.

7.2 that long-term business is transferred.

7.3 the Long-term Insurance Act.



7.4

7.5

7.6

7.7

7.8

7.9

7.10

7.11

7.12

7.13

7.14

715

7.16

7.17

7.18

the effective, closing and operative dates.

the statutory actuary.

the conditions precedent.

the business that is transferred and the basis of the transaction.

the valuation basis of assets, which must be the same for all the parties concerned.

whether all the liabilities/commitments and assets/privileges relating to the business carried
on hy the transferor are being transferred, and if not, specify which assets and liabilities are
excluded.

the consideration that will be received.

the maintenance of profits to policyholders. Present policyholders must be given an
undertaking, protecting their rights, etc.

indemnification by the transferee of other parties.

who will conduct the business during each stage of the transfer. Determine whether the
transferee will manage the business on behalf of the transferor and if so the period.

the currency in which payments will be made.

that the parties will undertake to do everything in their power to implement the scheme fully
and expeditiously. Provision must be made for the operative date to be amended with the
prior written consent of all parties concerned and the Registrar.

what the position will be should the transfer not take place due to one or more of the
conditions precedent not heing fulfilled.

should the business be transferred to a company to be incorporated and registered for the
purpose of taking over the business, that the effective date is after the date of incorporation
and registration of the new insurance company (transferee) authorising the said company to
conduct that specific class of insurance business.

the title to assets.



7.19  the governing law.

7.20  any restraints or restrictions (e.g. on the use of a name).

7.21  the costs to be borne by each of the parties, whether the transfer is successful or
unsuccessful.

7.22  the authorisation for signatures where applicable.

7.23  for the registration to conduct insurance business to be withdrawn, where applicable.

7.24  any non-relaxation (e.g. of payment where it is not made),

7.25  any non-variation (e.g. of contract where it is changed).

7.26  severability (in respect of remaining terms and provisions).

7.27  the domicilium of the parties.

Attach audited statements in the form of Statements C1, C2, C2.1, C3, C4, C5, C6 (statements of
assets and liabilities, valued according to the financial soundness valuation basis), Statement D1
(balance sheet) and Statement E9 (comparison of statutory & shareholders assets) as prescribed by
the Registrar relating to both the transferor and the transferee on the day immediately preceding the
effective date of transfer. The statutory actuary must determine what the commitments are in
respect of the liabilities on that day. Note that -

- statements marked as confidential will not be made available for inspection by the public.

- the Registrar will indicate which statements must be submitted in the case of a scheme of

arrangement.

Attach a report by the each of the statutory actuaries of the transferor and the transferee insurers on
the effects of the proposed transaction on the policyholders of the transferor and transferee in the
format of Annexure A to the Guideline paper for transfers in terms of section 38 of the Long-term

Insurance Act or section 37 of the Short-term Insurance Act. Note that if the financial year end of one



10.

11.

12.

13.

or both of the insurers involved in the transfer differ from the effective date on which the business is
transferred the Registrar will determine whether a full valuation must be done or whether estimated

figures can be used.

Attach completed draft (pro forma) Statements G8, G9, and G11 (Risk Reports by the Directors,

Management and Statutory Actuary), as prescribed by the Registrar, setting out the position on the

effective date of the transfer -

(a) by the transferee company; and

(b) by the transferor company {only in the case where a part of and not all of the insurance
liabilities are being transferred).

Note that the statements marked as confidential will not be made available for inspection by the

public.

Attach draft (pro forma) statements of those statements mentioned in question 8 of Part D showing
what the financial position of the both transferor and transferee insurers will be immediately after
the transfer of the business. Should the entire business of the transferor company be transferred,
these statements must still be submitted to show the remaining shareholders’ interest in that
company and that no liabilities remain. The public officer must sign all these statements. Note that

the statements marked as confidential will not be made available for inspection by the public.

Attach a list of the assets other than cash to be transferred.

Did the transferee insurer perform a due diligence on the business to be transferred?

3
Yes

No* X*




14,

15

16.

17.

13.1

13.2

= If the answer is “Yes” kindly attach a copy of the report or a copy of the executive summary
of the due diligence report prepared for the Board of Directors of the applicant if such a report
exist. Note that the report will not be made available for inspection by the public.

“ If the answer is “No” kindly explain and give reasons why you deemed that not necessary.

* There were no due diligence exercise done specifically for the purpose of transferring the
business from Guardrisk Life to Absa Life. However, a comprehensive due diligence was done
on Instant Life and the business offered by Instant Life for the purpose of the acquisition of
Instant Life by Absa Financial services. The exercise was also done with the intention of
transferring the business subsequent to the acquisition as indicated to the Registrar for Banks
in the acquisition application, The quality of the business and expected underwriting
experience was considered and informed the acquisition price. The due diligence also
considered the soundness of the product design. The executive summary of the due diligence
report is attached to this notification.

Attach a copy of a realistic timetable setting out when the necessary actions or procedures must be
instituted or take place, when documents must be finalised or submitted or processed, etc. The
timetable must include the effective date and/or implementation date of transfer. The Registrar will

indicate whether the timetable is acceptable.

Attach a written statement by the transferor and transferee declaring the remuneration or fees

charged by any of the persons/bodies in question 1 of Part D,

The transferor must express the business to be transferred out as a percentage of its total assets and

total liabilities respectively. Indicate the date at which the assets and liabilities were taken.

Total assets 0.5%
Total liabilities 0.5%
Date at which assets and liabilities were taken 30 June 2016

The transferee must express the business to be transferred in as a percentage of its total assets and

total liabilities respectively. Indicate the date at which the assets and liabilities were taken.



18.

19.

20.

Total assets

0.06%

Total liabilities

0.02%

Date at which assets and liabilities were taken

30 June 2016

Did the insurer inform its auditor(s) and statutory actuary of this notification?

Yes

No®

> If the answer is “No” kindly explain.

Are there any other information or documents that are relevant to this notification?

Yes®

No

& If the answer is “Yes” kindly specify the information or documents.

- Transfer Communication Plan

We hereby enclose -

201

20.2

203

20.4

20.5

20.6

the payment or proof of payment of the prescribed fee of R73 200-00.
copies of the notices and resolutions in questions 6.1 and 6.2 of Part D.
a copy of the draft agreement in question 7 of Part D.

copies of the audited statements in question 8 of Part D.

the reports in question 9 of Part D.

copies of the draft statements in question 10 of Part D.




20.7

20.8

20.9

20.10

20.11

20.12

20.13

copies of the draft statements in gquestion 11 of Part D.

the list of assets in question 12 of Part D.

a copy of the report, if any, in question 13 of Part D.

the copy of the timetable in question 14 of Part D.

the written statement in question 15 of Part D.

all relevant documents required in terms of the Companies Act for a Chapter 12 transaction,
when applicable.

the other documents, if any, mentioned in the Part D of this form in support of the

application.

Z1. Tax Invoice

In order to comply with new requirements in respect of VAT registration numbers that was introduced
on 1 March 2005, you are requested to provide the following information on the person paying the fee
referred to in paragraph 20.

Name of person: Radeshni Naidoo
Address of person: Absa Towers North, 4th Floor
180 Commissioner Street
Johannesburg
2001
VAT number (if applicable): 4150135319
Yes X
Please indicate in the space provided if you require an invoice
No
22, We certify, to the best of our knowledge, that the information given in the answers to the above

questions are complete, accurate and true and not misleading in any respect.



Full forename(s) and surname of the public officer of the transferor.
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SIGNATURE OF PUBLIC OFFICER DATE

Full forename(s) and surname of the public officer of the transferee.
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SIGNATURE OF PUBLIC OFFICER DATE



