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1. SUMMARY OF THE SCHEME 

The following information is a summary of the terms of the proposed transfer of the 
insurance business of the Scottish Widows Group of companies into a single company: 
Clerical Medical Investment Group Limited (“CMIG”, also referred to as the “Transferee”), 
which will then be renamed Scottish Widows Limited.   
 
The transfer will be made under Part VII of the Financial Services and Markets Act 2000.   
Full details of the transfer are contained in the Scheme document (the "Scheme").  The 
Scheme, the report of the Independent Expert (an independent actuary appointed to review 
the Scheme), and other information is available at www.scottishwidows.co.uk/transfer2015. 
We can also send you the full Scheme document by post.  Please call our helpline on 0800 
xxx xxxx (or +44 800 xxx xxx from overseas) if you would like a copy.  

The Scheme is subject to approval by the High Court (the "Court").  If approved, the terms 
of the Scheme are planned to come into effect on 31 December 2015 (the "Effective 
Date"). 

The Scheme replaces the following existing schemes:  

 the Clerical Medical Scheme of demutualisation, between Clerical, Medical and 
General Life Assurance Society and CMIG, implemented on 1 January 1997, which 
was approved by the Court; 

 the Scottish Widows Scheme of demutualisation, between Scottish Widows Fund 
and Life Assurance Society,  Scottish Widows plc ("SW") and Scottish Widows 
Annuities Limited ("SWA") implemented on 3 March 2000 (the "SW Scheme") 
which was approved by the Court of Session in Scotland; 

 a scheme between Scottish Widows Administration Services Limited (formerly 
known as Lloyds TSB Life Assurance Company Limited), SW and SWA, 
implemented in 2004 (the "SWAS Scheme"), which was approved by the Court of 
Session in Scotland; and 

 a scheme between Halifax Life Limited ("HLL"), St Andrew's Life Assurance plc 
("SAL") and CMIG, implemented in 2006, which was approved by the Court.  

An additional separate application has been made to the Court of Session in Scotland to 
replace the SW Scheme and the SWAS Scheme. 

1.1 Rationale 

We believe the proposals will make our business more efficient, will simplify our corporate 
structure and regulatory reporting requirements and will help us make better use of our 
resources, including our capital resources.  

1.2 Transfer of business 

On the Effective Date, subject to the approval of the Court, all the business of, including all 
policies issued by, SW, SWA, Scottish Widows Unit Funds Limited, Pensions Management 
(S.W.F.) Limited, Clerical Medical Managed Funds Limited, HLL, SAL (collectively referred 
to as the "Transferors") will be transferred into the Transferee (please see the diagram 
below).  The Transferee will then be the provider of these transferred policies.  On the 
Effective Date, the Transferee will change its name to Scottish Widows Limited, subject to 
the approval of Companies House.   
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All rights, benefits, powers and obligations of the Transferors in respect of transferred 
policies will become rights, benefits, powers and obligations of the Transferee, from the 
Effective Date. 

1.3 Fund structure 

On the Effective Date, the with-profits business currently held by SW in its with-profits fund 
will be moved into the Transferee and will continue as a separate and distinct with-profits 
fund (the "Scottish Widows With Profits Fund").  The Transferee’s with-profits business 
is not transferring and will continue to be maintained as a separate and distinct with-profits 
fund (the "Clerical Medical With Profits Fund"). 

The Transferors’ non-profit funds (i.e. the funds to which policies which are not with-profits 
policies are allocated) will transfer and be merged with the non-profit fund of the 
Transferee. The shareholder funds (the assets and liabilities held by each Transferor which 
are not allocated to non-profit or with-profit policies), will transfer and be merged with the 
shareholder fund of the Transferee.  

On the date of the UK’s implementation of the Solvency II Directive (European legislation 
which will introduce a number of important changes for how insurance companies manage 
their assets and liabilities), the Transferee’s non-profit and shareholder funds will merge to 
form a single fund, which will be called the Combined Fund. At this point, the Transferee's 
funds will comprise the Combined Fund, the Scottish Widows With Profits Fund and the 
Clerical Medical With Profits Fund.  The Solvency II Directive is currently expected to be 
implemented immediately after the Effective Date (on 1 January 2016))  

1.4 With Profits funds 

The Scheme has been designed to ensure that the Scottish Widows With Profits Fund and 
the Clerical Medical With Profits Fund will continue to be managed in the same way they 
would have been had the proposed Scheme not been going ahead.  The two with-profits 
funds will both continue to be managed separately. The proposals submitted to the Court 
will include a report by the With-Profits Actuary (an actuary employed to advise on the with-
profits funds, and whose appointment is subject to regulatory approval) on the effect of the 
proposed Scheme on with-profits policyholders.  

The Scottish Widows With Profits Fund will retain its current structure, including the 
arrangements under which certain shareholder assets provide capital to support 
investment and bonus policy. The amounts held within these accounts are set in 
accordance with the terms of the new Scheme which reflects the terms of the existing SW 
Scheme it is replacing, amended as appropriate for the Solvency II Directive. The Clerical 
Medical With Profits Fund also retains its current structure. 
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The Scheme will not change the process for calculating bonuses for policyholders, the 
amounts of bonus or the frequency of adding bonuses to policies.  

The proposals provide for the possibility that in future the two with-profits funds may be 
merged, or either or both with-profits funds may be closed and with-profits policies 
converted into non-profit policies, when the size of a relevant with-profits fund falls below a 
certain threshold.  This would only occur if, after obtaining appropriate actuarial advice, the 
directors of the Transferee consider merger or closure to be necessary and providing our 
regulators (the Prudential Regulation Authority and the Financial Conduct Authority) do not 
object.  The Transferee must also obtain a certificate from an independent actuary 
confirming that the proposed merger or closure will not have a material adverse effect on 
the security and benefit expectations of the holders of the policies allocated to the relevant 
fund(s) before merging or closing these funds. The relevant threshold is not expected to be 
reached for at least 15 years.  If and when the change is made, the protections included in 
the Scheme are designed to ensure that affected policyholders will be treated fairly and 
equitably and that the merger or conversion to non-profits policies is in policyholders’ 
interests. 

1.5 Unit-linked funds 

If you are a unit-linked policyholder with a policy transferring as a result of the Scheme, on 
the Effective Date the assets backing your policy will be transferred to the Transferee.  
Aside from the change of provider to the Transferee, no other changes will be made to the 
terms of your policy as a result of the Scheme.  The fund(s) your policy is invested in will 
continue to have the same assets, investment objectives, benchmarks, charges and 
investment manager.  There will be no change to the number, value and type of units your 
policy holds as a result of the Scheme.   

1.6 Data Protection 

From the Effective Date, the Transferee will become responsible (the “data controller”) for 
the use and maintenance of personal information that is held in respect of transferring 
policies and the Transferee will be under the same duty to respect the confidentiality and 
privacy of that information as the relevant Transferor and is subject to the Data Protection 
Act 1998 as regards its rights and responsibilities. 

1.7 Overseas Schemes – Jersey and Guernsey  

The transfer of some of the business to the Transferee requires the consent of the courts in 
Jersey and Guernsey.  The terms of the Jersey and Guernsey schemes are based on (and 
are in all material respects the same as) the terms of the Scheme.  The summary of the 
Scheme above applies equally to those schemes.  Where we refer to the approval of the 
Court in this summary, you should read this as also referring to the approval by the Royal 
Court of Jersey and the Royal Court of Guernsey.  As referred to above, the Independent 
Expert, in his report, has considered and reported on the impact of the Scheme on all 
policyholders, including those in Jersey and Guernsey. 

 

 

 

 

 

 

 

 

 


