
Questions and Answers
In this leaflet, we explain at high level how the changes we are proposing will affect your  
With-Profits Policy. We recommend that you read the Explanatory Statement included in this pack 
of documents which will provide you with more information to help you to decide how to vote.
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Questions?
If you have any questions or need any more information about the 
proposed conversion of your With-Profits Policy, please call us on 0345 
605 2323 or +44 (0) 1242 663 604 from a mobile phone or from overseas. 
Our phone lines are open from 8am to 6pm, Monday to Friday.

The Fund conversion in a 
nutshell…
You have a Policy in the SLFC Assurance UK With-
Profits Fund (“Fund”). As we have not sold any 
new with-profits policies since 1990 the Fund is 
getting smaller every year as policies mature.  

At some stage in the future it will no longer be 
practical for the Fund to continue to be run 
as a with-profits fund.  Investment returns will 
become more difficult to manage and there is a 
risk of volatile bonuses in the future. Therefore, 
we are proposing to convert all of the with-
profits policies in the Fund into non-profit 
policies. 

The value of the assets in the Fund are relatively 
high compared to recent experience.  A 
conversion now would lock in this value and 
therefore, we believe would be in the best 
interests of Policyholders.

If you would like this information in large print, in Braille or on a CD 
please call us on 0345 605 2323 or +44 (0) 1242 663 604 from a mobile 
phone or from overseas. Our phone lines are open from 8am to 6pm, 
Monday to Friday.

What changes?
The conversion exchanges the risk of variable 
returns in future for the certainty of fixed 
returns which will provide guaranteed future 
benefits. 

You will give up the potential for higher 
bonuses if the Fund performed well in 
exchange for the certainty of guaranteed 
returns which are fixed and not affected by 
future Fund performance.

We can only convert the Fund if the required 
majorities of Policyholders vote in favour and the 
High Court of Justice in England and Wales gives 
approval.

We encourage you to vote by returning the 
enclosed Proxy voting form or attending the 
Policyholder Meeting on 13 January 2017. For more 
information about voting see pages 11 to 13 of the 
Explanatory Statement.

If you have any questions, please call us on  
0345 605 2323 or +44 (0) 1242 663 604 from a mobile 
phone or from overseas. Our phone lines are open 
from 8am to 6pm, Monday to Friday.



Why are you writing to me?
You have received this leaflet because you have a 
Policy in the SLFC Assurance UK With-Profits Fund 
(“Fund”) and the proposed conversion will change the 
nature of the benefits payable to you. We are asking 
everyone who has a Policy in the Fund to vote. Some 
changes only apply to certain Policies, please see  
page 3 of the enclosed Explanatory Statement for 
more details about which type of Policy you have.

What is the proposed change?
We are proposing to convert your With-Profits Policy 
to a Non-Profit Policy with fixed guaranteed future 
benefits (“the Scheme”).  This means future increases 
will be guaranteed at a pre-determined level, instead  
of the current method where bonuses are decided 
each year. 

The conversion exchanges the risk of variable returns 
in future for the certainty of fixed returns which will 
provide guaranteed future benefits. 

You will give up the potential for higher bonuses if the 
Fund performed well in exchange for the certainty of 
guaranteed returns which are fixed and not affected 
by future Fund performance. 

The proposed change will occur only if the High Court 
of Justice in England and Wales approve the Scheme 
and the required majorities of Policyholders vote in 
favour of it. 

Why are you proposing the Scheme? 
We have not sold any new SLFC Assurance UK With-
Profits policies since 1990 so the Fund is getting smaller 
every year as more policies mature and Policyholders 
take their benefits. At some stage in the future it will 
no longer be practical for it to continue to be run as a 
with-profits fund because it will become too difficult 
to smooth the investment returns. If this happens, the 
risk of more volatile bonuses increases. Converting the 
Fund avoids the risk of volatile benefits in the future.

Why now?
The Fund is invested into an asset type called 
corporate bonds (loans to companies) and 
government bonds. The value of these investments 
is relatively high compared to recent experience. 
Converting the Fund would lock in the value 
of corporate bond assets for the benefit of 
Policyholders and avoid the effect of any future 
unfavourable investment conditions.  

The costs of converting the Fund are partially paid 
from the Fund’s assets. These costs are relatively 
fixed and do not depend greatly on how many 
Policyholders are in the Fund. By converting the 
Fund now we can spread the cost of conversion 
over a larger number of Policyholders. The costs are 
being charged to the Fund and whether the Scheme 
proceeds or not they are not refundable.

How do I have my say?
You have the right to vote on whether the Scheme 
is implemented. We encourage you to have your 
say by attending the Policyholder Meeting to vote 
or by appointing a Proxy to vote on your behalf. 
We recommend the Scheme because we strongly 
believe it is in the best interests of Policyholders.

You may attend the second Court hearing if you 
wish. Provided the required number of Policyholders 
vote in favour of the Scheme the second hearing 
will take place in London where we will apply for the 
Scheme to be sanctioned. We will confirm details of 
the time and date on our website at www.sloc.co.uk 
(under the ‘Latest news’ section on the home page) 
following the Policyholder Meeting.

What are the advantages and disadvantages of the conversion?
How do I vote?
You can either attend the Policyholder Meeting and vote in person or fill in and return the Proxy Voting 
Form (on-line version also available). For approval, we need:

•  a simple majority – i.e. more than 50% of Policyholders who vote need to vote in favour of the 
Scheme. This majority depends only on the number of Policyholders who vote; and

•  a vote by value of Policies. Those Policyholders who vote in favour must hold at least 75% of the total 
value of the Policies held by all Policyholders who vote.

For more details on voting please see pages 11 to 13 of the enclosed Explanatory Statement. If you need 
advice on the legal, tax, financial or other matters in connection with the Scheme, you should contact 
your own professional advisers. 

What happens next?
If the Scheme is approved, on the Effective 
Date 1 February 2017, we will close the Fund 
down and convert your With-Profits Policy to a 
conventional Non-Profit Policy.  The Scheme will 
become effective for all Policyholders, including 
any Policyholders who may have voted against 
the Scheme or not voted at all.

We will send you the Endorsement in March 2017.

If the Scheme is not approved we will write to let 
you know and we will continue to run the Fund as 
a with-profits fund in line with the Principles and 
Practices of Financial Management.

How will my benefits be affected?
We propose to replace the expected future bonuses to be applied to your 
Policy with Guaranteed Annual and (if applicable) Guaranteed Final Increases 
which will increase each year by a guaranteed amount. Your future benefits will 
not depend on investment market conditions so they will not fluctuate.

Your new Non-Profit Policy will provide certainty of guaranteed future 
benefits. If your with-profits benefits include a Terminal Bonus your non-
profit benefits will be lower than the expected with-profits benefits because 
the cost of providing guaranteed non-profit benefits is higher than providing 
discretionary bonuses.

The actual conversion terms will depend on market conditions on the Effective 
Date. At the point of conversion, if necessary, the Scheme will limit any 
reduction in Policy claim value (on death or maturity) to a maximum of 10% of 
the expected benefits.

For more details on the changes please see page 8 of the Explanatory 
Statement which also sets out an example on page 10 comparing the benefits 
you might expect to get from a with-profits policy with those you would get 
from a non-profit policy. The example assumes the conversion took place on 31 
March 2016. If the proposed change happens we will send you an Endorsement 
to amend your Policy. The Endorsement will include a statement describing 
your actual guaranteed benefits. 

Advantages
• Your guaranteed benefits will immediately increase.

•  Your benefits will not depend on investment market conditions 
which could go up or down.

•  Your benefits will lock in the value of the current investment gains.

•  We will need to convert the Fund at some point in the future. 
Converting it now spreads the cost fairly over a larger number of 
Policyholders and reduces the impact on each Policyholder.

•  The conversion will remove the risk of more volatile benefits as the 
Fund continues to reduce in size.

Disadvantages
•  You will lose any future  

upside investment potential 
because your future benefits 
will be fixed at the point of 
conversion. 

•  If your With-Profits Policy 
includes a Terminal Bonus your  
non-profit benefits will be lower 
than the expected with-profits 
benefits assuming investment 
conditions remain the same. 

Ì

How am I being protected?
Your interests as a Policyholder will be protected by 
a rigorous approval process, which includes:

1.  The production of a detailed report by an 
external Independent Expert. The report describes 
the impact of the proposed conversion on 
Policyholders and gives an assessment of whether 
the change is fair to all Policyholders. 

2.  A review of the proposed changes by our With-
Profits Committee and external With-Profits 
Actuary after which our Board approves the 
changes.

3.  We have kept our regulators informed of our 
proposals and in particular, have shared with 
them the Scheme document and the Explanatory 
Statement. 

4.  Writing to you with full details of the Scheme and 
asking you to vote on whether or not the Scheme 
should be implemented.

5. Presenting the Scheme for approval by the Court.

2 3 4

What will not change?

• Basic sum assured

• Bonuses added to date

• Existing settlement options

• Existing guarantees

• Policy number

• Administration arrangements 

• Any claims in progress

•  How your Policy is treated for 

UK tax purposes.
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