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Key challenges
Undertaking a bulk annuity or pension de-risking transaction, whether it is a buy-in, buy-out  
or any other form of de-risking (such as a longevity swap), is a significant event for all  
concerned – its members, the trustees and the employer. 

The pension scheme, after sometimes decades of relatively 
stable existence, may be facing a wind-up or another form of 
major alteration. 

The scheme members may be concerned about the security of 
their benefits as the scheme undergoes radical change. 

For the scheme trustees and the sponsoring employer, there 
is the added responsibility of overseeing the whole process 
while safeguarding members’ benefits. They must ensure that 

the chosen insurer is a safe and secure destination for what, 
for many members, is their largest financial asset.

Many trustees and employers have little or no experience of 
carrying out a similar transaction and may be daunted by the 
whole process, despite the professional support being offered 
by their various advisers. There is a lot to consider. This could 
be a one-off event that will irreversibly transfer the obligation of 
paying the members’ pensions from the scheme to an insurer 
with whom they have only recently become acquainted. 
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How we can help
Our team has been working with trustees and sponsoring employers for over twenty years, 
helping them with their choice of insurance company. We realise the enormity of the task and 
the level of responsibility that is involved.  

Many trustees and employers are unfamiliar with the 
insurance regulatory regime. We will work with you to ensure 
you are completely satisfied with the financial strength of 
your chosen insurer, that you feel confident in the regulatory 
environment, and that you have the necessary understanding 
of how insurers manage the various risks inherent in their 
business.

FTI Consulting’s market experts will analyse a range of 
areas to give you confidence that your chosen insurer has 
the necessary capabilities to fulfil your pension scheme’s 
obligations.

Examining the latest position, performing 
trend analyses and peer comparisons, 

considering the financial position of the parent 
company, discussing the latest information 

with senior management, analysing sensitivity 
to changing assumptions, quantifying impacts 

of regulatory changes

Assessing the suitability of asset 
types, examining credit ratings of 

fixed-interest portfolios, looking 
at risk management of “riskier” 

assets, considering regulatory 
developments and discussing their 

impact with senior management 

Examining the backing investors 
and their investment philosophies, 

discussing capital-raising plans 
with senior management, analysing 

market pricing of previous capital 
raises, assessing dividend policy

Understanding reinsurance strategy, 
scrutinising structures used to 
pass on risk, analysing exposure to 
reinsurer defaults

Examining risk management 
frameworks, analysing main risk 
exposures and capital held against 
them 

Scrutinising trigger events and termination 
options, looking at asset ring-fencing, 
carrying out cost-benefit analyses

GLOBAL 
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Bespoke solutions tailored to specific client needs

We tailor our approach and the analysis we carry out to the 
needs of our clients. These, in turn, can be driven by the size of 
the transaction, along with other factors such as the strength 
of the existing employer covenant and brand awareness of 
the insurer being considered. For some transactions, we may 
carry out only high-level analyses on publicly available data 
whereas, in other situations, a more comprehensive analysis 
looking into greater detail in certain areas may be warranted. 
Under such circumstances, we meet the insurer’s senior 
management team to discuss the latest financial position, 

obtain more details about their asset portfolio, request further 
non-public information or discuss how they are responding to 
a recent regulatory change.

Much more than current solvency

There are many areas covered in an insurer due diligence 
review. We do much more than consider only the current 
solvency position in our work, albeit that is a vital part of our 
analysis. In our view, it is also necessary to consider some of the 
wider issues that we have outlined above, in much the same 
way that when you are managing the pension scheme itself, you 
do much more than focus on its current funding level.

Insurer due diligence

A long-term view

Annuities are amongst the longest duration products sold by 
life insurers, potentially lasting for many decades. Therefore, 
the assessment of financial strength requires a very long-term 
view with a focus not just on those risks that impact the short-
term solvency position but also on those that are slow-burn in 
nature. These risks may have little immediate effect but could 
have a serious long-term impact; trends in future mortality and 
quality of the management team are good examples.

Insurer financial management

The financial strength of the insurer is just part of what we look 
at in our work, albeit the most important one. Many trustees or 
sponsoring employers who find themselves involved in pension 
de-risking transactions have only passing knowledge of the 
way insurance companies are managed, how they control their 
risks and how they select their investment portfolios. We will 

work with you to enable you to understand the quantitative 
elements of an insurer’s financial security such as its solvency 
ratio or the credit ratings of the assets backing its liabilities and 
to appreciate the qualitative aspects of its broader financial and 
risk management.

Time and time again we are told by our clients that, as a 
result of our work, they have become much more cognizant 
of how insurers run their businesses and how the regulatory 
framework underpins their financial strength. Through 
working with us, clients have been able to ensure, on behalf 
of the pension scheme members, that the financial security 
underlying the de-risking transaction is very high and that the 
insurer being considered is fit-for-purpose.

We examine an insurer’s financial strength over time and 
against peers and put the parent company’s solvency position 
under the microscope when required.  We also examine many 
related areas. 

Our approach
The selection of an insurer for a bulk annuity, or other de-risking transaction, is a complex 
process which encompasses various factors such as price, structuring capabilities, quality 
of administration and financial strength. The latter is important since the trustees and 
the sponsoring employer must ensure that the chosen insurer has the long-term financial 
capability to meet the scheme’s liabilities whilst bearing in mind the very long-tailed nature of 
pension payments.
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Why FTI Consulting?
FTI Consulting’s team is the leading provider of insurer financial and risk management due 
diligence services in the UK market. Our clients include trustees and company sponsors involved 
in a buy-out, buy-in, longevity swap or other de-risking transaction in respect of their defined 
benefit pension scheme. 

What we offer

“We have worked with the insurance team at FTI 
Consulting for many years and have great respect 
for their insurance knowledge and expertise.  
They are able to communicate technical concepts 
in a clear and straightforward way that aids 
understanding and gives trustees confidence. 
They are responsive, highly experienced and great 
to work with.”
Charlie Finch, Partner, Lane, Clark & Peacock LLP

“I have witnessed the FTI Consulting team make 
a huge impact on the market for covenant 
assessment of bulk annuity insurers for more than 
a decade.  A tremendous achievement, giving 
confidence and understanding to the trustees and 
sponsors of some of the largest landmark bulk 
annuity transactions as well as to many more 
modest schemes. The face to face presentations 
in particular are always illuminating.”
Harry Harper, Head of Risk Transfer,  
XPS Pensions Group 

“FTI Consulting was able to provide a 
comprehensive covenant report on our chosen 
insurer at very short notice. Neil’s presentation 
was jargon free and he was able to explain 
complex technical points in plain English.”
Trustees of LG Harris & Co Pension Scheme

Deep industry insight – The individuals forming 
the core of our due diligence team each have 
around twenty years’ experience of performing 
this work, helping our clients through possibly 
the largest and most complicated transaction 
they will ever experience.

Independence – With no audit or pensions 
practices we are largely conflict-free and can 
work impartially.

Efficient analysis – Our experience in this 
area leads to lean processes and expert 
knowledge amongst our team which 
consists mainly of UK actuarial staff. We 
believe we offer the most comprehensive, 
best value service in the market, produced 
by a team with a detailed understanding of 
the insurers and their financial economics. 

Technical excellence – Our approach 
is characterised by analytical rigour but 
combined with an ability to explain complex 
issues in plain, everyday language. We 
are often asked by trustees and corporate 
sponsors to run training sessions on the 
insurance regulatory regime and the financial 
management of insurance companies. These 
sessions can generate extra comfort in the 
minds of trustees/corporates who are faced 
with carrying out a significant transaction in a 
regime, and with companies, about which they 
have little prior knowledge or experience.

Industry connections – Our extensive 
network of senior industry contacts, together 
with our tried and trusted methodology, have 
evolved over the years, enabling us to offer 
comprehensive insurer due diligence in an 
efficient and timely manner. 

We are here to help you with your de-risking journey. We carry out numerous due diligence exercises in the UK and abroad each 
year, covering many of the largest and most complex transactions in the market. To find out more about our insurer financial 
strength due diligence services please contact us directly:

We work directly with many of the leading employee benefit 
consultancies in the market, helping our joint clients gain 
the expertise required to confidently select their desired 
insurer and execute the transaction, safe in the knowledge 
that its financial security has been professionally examined 
by industry experts.

The team at FTI Consulting has market-leading expertise 
in providing trustees, company sponsors and employee 
benefit consultancies with insurer due diligence services. 
Our extensive experience and differentiated approach have 
culminated in a strong reputation as the industry experts.  
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About FTI Consulting

MARC LOH
Director
Global Insurance Services
Tel: +44 (0)20 7979 7542
Tel: +44 (0)7870 546741 (M)
marc.loh@fticonsulting.com

SIMON GROUT
Managing Director
Global Insurance Services
Tel: +44 (0)20 3727 1618
Tel: +44 (0)7710 329 487
simon.grout@fticonsulting.com

NEIL REYNOLDS
Senior Director
Global Insurance Services
Tel: +44 (0)20 3727 1532
Tel: +44 (0)7985 901080 (M)
neil.reynolds@fticonsulting.com

Bios

Neil has worked on insurer due diligence 
with trustees and sponsoring employers 
since 2002.  He has in-depth knowledge 
of the insurers involved in the market 
and often runs training sessions on the 
insurance regulatory environment and 
financial/risk management of insurers.  
Neil is a Fellow of the Institute and 
Faculty of Actuaries, qualifying in 1992.

Marc is a senior member of the Risk 
and Actuarial team in FTI Consulting’s 
Global Insurance Services practice. 
He has been advising insurance and 
pension fund clients in the UK for over 
20 years, specialising in finance and 
actuarial topics. Marc has been a Fellow 
of the Institute and Faculty of Actuaries 
since 2002.

Simon has over 30 years’ experience 
in the insurance and pensions 
consultancy market both in the UK 
and EMEA. He has a broad knowledge 
across the insurance value chain but 
specialises in strategy and capital, 
financial and risk management, and 
has held a wide range of regulatory 
roles in insurance companies. Simon is 
a Fellow of the Institute and Faculty of 
Actuaries having qualified in 1991.
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FTI Consulting is an independent global business advisory firm dedicated to helping organizations manage change, 
mitigate risk and resolve disputes: financial, legal, operational, political & regulatory, reputational and transactional. 
FTI Consulting professionals, located in all major business centers throughout the world, work closely with clients to 
anticipate, illuminate and overcome complex business challenges and opportunities.  
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