PROSPECTUS DATED 23 August 2019

RSA Insurance Group plc
(incorporated with limited liability in England and Wales under the Companies Act 1985 with
registered number 2339826)

£350,000,000
Senior 1.625 per cent. Notes due 2024

Issue Price 99.753 per cent.

The £350,000,000 Senior 1.625 per cent. Notes due 2024 (the “Notes”) will be issued by RSA Insurance Group plc (the
“Issuer”) on 28 August 2019 (the “Issue Date”). The Notes constitute direct, unsecured and unsubordinated obligations
of the Issuer. The terms and conditions of the Notes are set out more fully in “Terms and Conditions of the Notes” below
(the “Conditions”).
The Notes will bear interest from (and including) the Issue Date to (but excluding) 28 August 2024 (the “Maturity Date”)
at a fixed rate of 1.625 per cent. per annum, payable annually in arrear on 28 August each year.
Unless previously redeemed or purchased and cancelled, the Notes will be redeemed on the Maturity Date at their
principal amount together with accrued and unpaid interest thereon. In accordance with Condition 6.2 (Redemption
following a Tax Event), the Issuer may redeem all (but not some only) of the Notes at their principal amount together with
accrued and unpaid interest thereon in the event of a Tax Event (as defined in Condition 6.2). In accordance with Condition
6.3 (Par redemption at the option of the Issuer), the Issuer may redeem all (but not some only) of the Notes during the
period of three months immediately prior to the Maturity Date at their principal amount together with accrued and unpaid
interest thereon. The Issuer may also redeem all (but not some only) of the Notes at any time (excluding the period of
three months immediately prior to the Maturity Date) at the Optional Redemption Amount (as defined in Condition 6.4). If,
at any time after the Issue Date (as defined in Condition 18), eighty per cent. or more of the aggregate principal amount
of the Notes originally issued have been purchased by the Issuer (or any of its Subsidiaries) and cancelled pursuant to
the Conditions, then the Issuer may redeem all (but not some only) of the Notes at their principal amount together with
accrued and unpaid interest thereon.
Payments in respect of the Notes by or on behalf of the Issuer will be made without withholding or deduction for, or on
account of, taxes of the United Kingdom, unless that withholding or deduction is required by law. In the event that any
such withholding or deduction is made in respect of such payments, additional amounts may be payable by the Issuer,
subject to certain exceptions, as more fully described in the Conditions.
The Notes are in registered form and are issued in denominations of £100,000 and integral multiples of £1,000 in excess
thereof.
This Prospectus has been approved by the United Kingdom Financial Conduct Authority (the “FCA”), which is the United
Kingdom competent authority, under Regulation (EU) 2017/1129 (the “Prospectus Regulation”). The FCA only approves
this Prospectus as meeting the standards of completeness, comprehensibility and consistency imposed by the Prospectus
Regulation. Such approval should not be considered as (a) an endorsement of the Issuer that is the subject of this
Prospectus; or (b) an endorsement of the quality of the Notes that are the subject of this Prospectus. Investors should
make their own assessment as to the suitability of investing in the Notes.
Application has been made to the FCA in its capacity as competent authority under the Financial Services and Markets
Act 2000 (as amended, the “FSMA”) for the Notes to be admitted to the official list of the FCA (the “Official List”) and to
the London Stock Exchange plc (the “London Stock Exchange”) for the Notes to be admitted to trading on the London
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Stock Exchange’s Regulated Market (the “Market”). References in this Prospectus to the Notes being “listed” (and all
related references) shall mean that the Notes have been admitted to the Official List and have been admitted to trading
on the Market. The Market is a regulated market for the purposes of Directive 2014/65/EU on markets in financial
instruments (as amended, “MiFID II”).
The Notes are expected to be assigned a rating of BBB+ by S&P Global Ratings, acting through S&P Global Ratings
Europe Limited, UK Branch (“S&P”). S&P is established in the European Union (the “EU”) and is registered under
Regulation (EC) No. 1060/2009 (as amended) of the European Parliament and of the Council of 16 September 2009 on
credit rating agencies (the “CRA Regulation”). A rating is not a recommendation to buy, sell or hold securities and may
be subject to suspension, reduction or withdrawal at any time by the assigning rating agency.
You should read the whole of this Prospectus and the documents incorporated herein by reference. In particular,
your attention is drawn to the risk factors described in the section entitled “Risk Factors” set out on pages 13 to
38 of this Prospectus, which you should read in full.
Certain information in relation to the Issuer has been incorporated by reference into this Prospectus, as set out in
“Documents Incorporated by Reference”.
Capitalised terms used but not otherwise defined in this Prospectus shall, unless the context requires otherwise, have the
meaning given to them in the Conditions.

Joint Lead Managers
Citigroup

HSBC
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IMPORTANT NOTICES
This Prospectus constitutes a prospectus for the purposes of Article 6 of the Prospectus
Regulation for the purpose of giving information with regards to the Issuer and the Notes which,
according to the particular nature of the Issuer and the Notes, is necessary to enable investors to
be able to make an informed assessment of the financial position and prospects of the Issuer and
the rights attaching to the Notes.
The Issuer accepts responsibility for the information contained in this Prospectus. To the best of
the knowledge of the Issuer the information contained in this Prospectus is in accordance with
the facts and the Prospectus makes no omission likely to affect its import.
This Prospectus should be read and construed in conjunction with all the documents which are
incorporated herein by reference (see “Documents Incorporated by Reference”).
This Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer or
the Joint Lead Managers (as defined in “Subscription and Sale” below) to subscribe or purchase,
any of the Notes. The distribution of this Prospectus and the offering of the Notes in certain
jurisdictions may be restricted by law. Persons into whose possession this Prospectus comes are
required by the Issuer and the Joint Lead Managers to inform themselves about and to observe
any such restrictions. For a description of certain further restrictions on offers and sales of the
Notes and distribution of this Prospectus, see “Subscription and Sale”.
No person has been authorised to give any information or to make any representation other than
those contained in this Prospectus in connection with the issue or sale of the Notes and, if given
or made, such information or representation must not be relied upon as having been authorised
by or on behalf of the Issuer or the Joint Lead Managers. Neither the delivery of this Prospectus
nor any sale made in connection herewith shall, under any circumstances, create any implication
that there has been no change in the affairs of the Issuer since the date hereof or the date upon
which this Prospectus has been most recently amended or supplemented or that there has been
no adverse change in the financial position of the Issuer since the date hereof or the date upon
which this Prospectus has been most recently amended or supplemented or that any other
information supplied in connection with the Notes is correct as of any time subsequent to the date
on which it is supplied or, if different, the date indicated in the document containing the same.
To the fullest extent permitted by law, the Joint Lead Managers accept no responsibility
whatsoever for the contents of this Prospectus or for any other statement, made or purported to
be made by a Joint Lead Manager or on its behalf in connection with the Issuer or the issue and
offering of the Notes. Each Joint Lead Manager accordingly disclaims all and any liability whether
arising in tort or contract or otherwise (save as referred to above) which it might otherwise have
in respect of this Prospectus or any such statement.
THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED
STATES SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT") OR WITH
ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION
OF THE UNITED STATES. SUBJECT TO CERTAIN EXCEPTIONS, THE NOTES MAY NOT BE
OFFERED OR SOLD OR, IN THE CASE OF BEARER NOTES, DELIVERED WITHIN THE
UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS
DEFINED IN REGULATION S UNDER THE SECURITIES ACT ("REGULATION S")).
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None of the Issuer or the Joint Lead Managers is providing any advice or recommendation in this
Prospectus on the merits of the purchase, subscription for, or investment in, the Notes or the
exercise of any rights conferred by the Notes.
Each potential investor in the Notes should determine the suitability of such investment in light of
its own circumstances. In particular, each potential investor should:
(i)

have sufficient knowledge and experience to make a meaningful evaluation of the Notes,
the merits and risks of investing in the Notes and the information contained or
incorporated by reference in this Prospectus;

(ii)

have access to, and knowledge of, appropriate analytical tools to evaluate, in the context
of its particular financial situation, an investment in the Notes and the impact the Notes
will have on its overall investment portfolio; and

(iii)

be able to evaluate (either alone or with the help of a financial adviser) possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability
to bear the applicable risks.

The investment activities of certain investors are subject to “legal investment” laws and
regulations, or review or regulation by certain authorities. Each potential investor should consult
its legal advisers to determine whether and to what extent (i) the Notes are legal investments for
it, (ii) the Notes can be used as collateral for various types of borrowing and (iii) other restrictions
apply to its purchase or pledge of the Notes. Financial institutions should consult their legal
advisers or the appropriate regulators to determine the appropriate treatment of the Notes under
any applicable risk-based capital or similar rules.
The Notes constitute a new issue of securities by the Issuer. Prior to this issue, there will have
been no public market for the Notes. Although application has been made for the Notes to be
admitted to the Official List of the FCA, there can be no assurance that an active public market
for the Notes will develop and, if such a market were to develop, the Joint Lead Managers are
under no obligation to maintain such a market. The liquidity and the market prices for the Notes
can be expected to vary with changes in market and economic conditions, the financial condition
and prospects of the Issuer and other factors that generally influence the market prices of
securities.
This Prospectus has been prepared on the basis that any purchaser of Notes is a person or entity
having sufficient knowledge and experience of financial matters as to be capable of evaluating
the merits and risks of the purchase. Before making any investment decision with respect to the
Notes, prospective investors should consult their own counsel, accountants or other advisers and
carefully review and consider their investment decision in the light of the foregoing. An investment
in the Notes is only suitable for financially sophisticated investors who are capable of evaluating
the merits and risks of such an investment and who have sufficient resources to be able to bear
any losses which may result therefrom.
PROHIBITION OF SALES TO EEA RETAIL INVESTORS – The Notes are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made
available to any retail investor in the European Economic Area (the “EEA”). For these purposes,

5

a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11)
of Article 4(1) of Directive 2014/65/EU (as amended or superseded, “MiFID II”); or (ii) a customer
within the meaning of Directive (EU) 2016/97 (the “Insurance Distribution Directive”) where that
customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID
II. Consequently no key information document required by Regulation (EU) No 1286/2014 (as
amended, the “PRIIPs Regulation”) for offering or selling the Notes or otherwise making them
available to retail investors in the EEA has been prepared and therefore offering or selling the
Notes or otherwise making them available to any retail investor in the EEA may be unlawful under
the PRIIPs Regulation.
MIFID II PRODUCT GOVERNANCE / PROFESSIONAL INVESTORS AND ECPS ONLY
TARGET MARKET – Solely for the purposes of each manufacturer’s (as defined in MiFID II)
product approval process, the target market assessment in respect of the Notes has led to the
conclusion that: (i) the target market of the Notes is eligible counterparties and professional clients
only, each as defined in MiFID II; and (ii) all channels for the distribution of the Notes to eligible
counterparties and professional clients are appropriate. Any person subsequently offering, selling
or recommending the Notes (a “distributor”) should take into consideration the manufacturers’
target market assessment; however, a distributor subject to MiFID II is responsible for undertaking
its own target market assessment in respect of the Notes (by either adopting or refining the
manufacturers’ target market assessment) and determining appropriate distribution channels.
In connection with the issue of the Notes, Citigroup Global Markets Limited (the
“Stabilising Manager”) (or any person acting on behalf of the Stabilising Manager) may
over-allot Notes or effect transactions with a view to supporting the market price of the
Notes at a level higher than that which might otherwise prevail. However, stabilisation may
not necessarily occur. Any stabilisation action may begin on or after the date on which
adequate public disclosure of the terms of the offer of the Notes is made and, if begun,
may cease at any time, but it must end no later than the earlier of 30 days after the issue
date of the Notes and 60 days after the date of the allotment of the Notes. Any stabilisation
action or over-allotment must be conducted by the Stabilising Manager (or any person
acting on behalf of the Stabilising Manager) in accordance with all applicable laws and
rules.
In this Prospectus, unless otherwise specified or the context otherwise requires, references to “£”,
“Sterling” or “pounds” are to the lawful currency of the United Kingdom.
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OVERVIEW
This overview must be read as an introduction to this Prospectus and any decision to invest in
the Notes should be based on a consideration of this Prospectus as a whole, including the
documents incorporated by reference herein. Capitalised terms which are defined in “Terms and
Conditions of the Notes” have the same meaning when used in this overview.
Issuer

RSA Insurance Group plc

Notes

£350,000,000 Senior 1.625 per cent. Notes due 2024

Issue Date

28 August 2019

Issue Price

99.753 per cent.

Status

The Notes constitute direct, unsubordinated and (subject
to Condition 4 (Negative pledge)) unsecured obligations of
the Issuer and rank pari passu and without any preference
among themselves. The payment obligations of the Issuer
under the Notes shall, save for such exceptions as may be
provided by applicable law and regulation and subject to
Condition 4 (Negative pledge), at all times rank at least
equally with all other unsecured and unsubordinated
indebtedness and monetary obligations of the Issuer,
present and future.

Negative Pledge

So long as any of the Notes remains outstanding (as
defined in the Trust Deed) the Issuer shall not create or
have outstanding any mortgage, charge, pledge, lien or
other encumbrance (a “Security Interest”) (other than any
arising by operation of law) upon the whole or any part of
its undertaking or assets present or future, to secure any
Relevant Indebtedness or to secure any guarantee or
indemnity in respect thereof unless: (i) simultaneously
with, or prior to, the creation of such Security Interest, the
Issuer secures the Notes equally and rateably therewith to
the satisfaction of the Trustee; (ii) the Issuer provides such
other security therefor as the Trustee in its absolute
discretion determines to be not materially less beneficial to
the Noteholders; or (iii) as otherwise may be approved by
an Extraordinary Resolution.
“Relevant Indebtedness” has the meaning given in
Condition 4 (Negative pledge).

Interest

The Notes will bear interest from (and including) 28 August
2019 up to (but excluding) 28 August 2024 (the “Maturity
Date”) at the rate of 1.625 per cent. per annum, payable
annually in arrear on each Interest Payment Date. The first
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payment of interest (representing a full year’s interest) will
be made on 28 August 2020.
Interest Payment Dates

28 August

Redemption at the Maturity
Date

Unless previously redeemed or purchased and cancelled,
the Notes will be redeemed at their principal amount,
together with accrued and unpaid interest, on the Maturity
Date.

Optional Redemption Amount
redemption at the option of the
Issuer

The Issuer may, upon not less than 15 nor more than 30
days’ notice, redeem all (but not some only) of the Notes
at any time other than the period starting from (and
including) the date falling three months prior to the Maturity
Date and to (but excluding) the Maturity Date at the
Optional Redemption Amount, as further described in
Condition 6.4 (Optional Redemption Amount redemption
at the option of the Issuer).

Par redemption at the option
of the Issuer

The Issuer may, upon not less than 15 nor more than 30
days’ notice, elect to redeem all (but not some only) of the
Notes at their principal amount together with any accrued
and unpaid interest to (but excluding) the date of
redemption, provided that the date fixed for redemption
shall fall within the period starting from (and including) the
date falling three months prior to the Maturity Date and to
(but excluding) the Maturity Date as described in Condition
6.3 (Par redemption at the option of the Issuer).

Redemption following a Tax
Event

The Issuer may, upon not less 30 nor more than 60 days’
notice, elect to redeem all (but not some only) of the Notes,
at their principal amount together with any accrued and
unpaid interest to (but excluding) the date of redemption,
if a Tax Event has occurred which would require the Issuer
to pay Additional Amounts on the next Interest Payment
Date and the Issuer cannot avoid the same by taking
reasonable measures available to it, as further described
in Condition 6.2 (Redemption following a Tax Event).

Clean-up redemption at the
option of the Issuer

If, at any time after the Issue Date, 80 per cent. or more of
the aggregate principal amount of the Notes originally
issued (and, for these purposes, any further securities
issued pursuant to Condition 15 (Further Issues) will be
deemed to have been originally issued) has been
purchased by the Issuer or any of its Subsidiaries and
cancelled pursuant to the Conditions, then the Issuer may,
upon not less than 30 nor more than 60 days’ notice to
Noteholders, elect to redeem all (but not some only) of the
Notes at their principal amount, together with any accrued
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and unpaid interest to (but excluding) the date of
redemption.
Purchase

The Issuer or any of its Subsidiaries may at any time
purchase Notes in any manner and at any price.

Cross Acceleration

The Notes will have the benefit of a cross acceleration
provision as described in Condition 10.1(G) (Events of
Default), subject to an aggregate threshold as described in
Condition 10.1(G) (Events of Default).

Withholding tax and additional
amounts

Payments on the Notes shall be made without any
deduction for or on account of any taxes of any Relevant
Jurisdiction (as defined in Condition 18 (Defined Terms))
unless required by law. In that event, the Issuer will,
subject to certain exceptions set out in Condition 8
(Taxation), pay such additional amounts as may be
necessary in order that the net payment received by each
Noteholder in respect of the Notes, after withholding or
deduction for, or on account of, any taxes required by law
in any Relevant Jurisdiction upon payments made by or on
behalf of the Issuer in respect of the Notes, will equal the
amount which would have been received in the absence
of any such withholding or deduction.

Form and Denomination

The Notes will be issued in registered form and
represented upon issue by a registered global certificate
(the “Global Certificate”) which will be deposited with, and
registered in the name of a nominee for, a common
depositary (the “Common Depositary”) for Clearstream
Banking, S.A. (“Clearstream, Luxembourg”) and
Euroclear Bank SA/NV (“Euroclear”) on or about the Issue
Date. Save in limited circumstances, individual Certificates
will not be issued in exchange for interests in the registered
global certificate.
The Notes will be issued in denominations of £100,000
and integral multiples of £1,000 in excess thereof.

Meetings of Noteholders

The Conditions contain provisions for calling meetings of
Noteholders to consider matters affecting their interests
generally. These provisions permit defined majorities to
bind all Noteholders including Noteholders who did not
attend and vote at the relevant meeting and Noteholders
who voted in a manner contrary to the majority.

Listing

Admission to listing on the Official List and to trading on
the London Stock Exchange.
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Ratings

The Notes are expected to be assigned a rating of BBB+
by S&P.
A rating is not a recommendation to buy, sell or hold
securities and may be subject to suspension, reduction or
withdrawal at any time by the assigning rating agency.

Governing Law

The Notes and the Trust Deed and any non-contractual
obligations arising out of or in connection with the Notes or
the Trust Deed will be governed by, and construed in
accordance with, English law.

Trustee

Citicorp Trustee Company Limited

Principal Paying Agent

Citibank N.A., London Branch

Joint Lead Managers

Citigroup Global Markets Limited and HSBC Bank plc

ISIN

XS2041038444

Common Code

204103844

Clearing Systems

Euroclear and Clearstream, Luxembourg

Registrar

Citigroup Global Markets Europe AG

Selling Restrictions

The Notes have not been and will not be registered under
the Securities Act and, subject to certain exceptions, may
not be offered or sold within the United States. The Notes
may be sold in other jurisdictions only in compliance with
applicable laws and regulations. See “Subscription and
Sale” below.

Use of Proceeds

The net proceeds of the Notes will be used for the general
corporate purposes of the Group (which may include,
without limitation, the repurchase or refinancing of existing
debt).
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RISK FACTORS
The Notes are being offered to professional investors only and are not suitable for retail investors.
Investors should not purchase the Notes in the primary or secondary markets unless they are
professional investors. Investing in the Notes involves risks. Prospective investors should have
regard to the factors described in this section before deciding whether to invest in the Notes.
The Issuer believes that the following factors may affect its ability to fulfil its obligations under the
Notes. Most of these factors are contingencies which may or may not occur and the Issuer is not
in a position to express a view on the likelihood of any such contingency occurring.
In addition, factors which the Issuer believes may be material for the purpose of assessing the
market risks associated with the Notes are described below.
The Issuer believes that the factors described below represent the principal risks inherent in
investing in the Notes, but the inability of the Issuer to pay interest, principal or other amounts on
or in connection with the Notes may occur for other reasons, and the Issuer does not represent
that the statements below regarding the risks of holding the Notes are exhaustive. Prospective
investors should also read the detailed information set out elsewhere in this Prospectus (including
any documents incorporated by reference herein) and reach their own views prior to making any
investment decision.
Unless the context requires otherwise, capitalised terms which are defined in “Terms and
Conditions of the Notes” have the same meaning when used herein.
FACTORS THAT MAY AFECT THE ISSUER’S ABILITY TO FULFIL ITS OBLIGATIONS UNDER
THE NOTES
1.

RISKS RELATED TO THE GROUP’S BUSINESS

1.1

Risks relating to the Issuer’s insurance activities

Adverse and extreme weather-related events and other catastrophes have had, and in the
future may have, a significant impact on the Group’s results
The Group’s business is exposed to severe weather and catastrophic events such as rainstorms,
windstorms, wildfires, snowstorms, hailstorms, droughts, earthquakes, tsunamis, volcanic
eruptions, hurricanes, tornadoes, floods, fires, acts of terrorism and industrial accidents. Such
events may not only affect the frequency and severity of insurance claims incurred by the Group,
but could also adversely impact investment markets and cause declines in the value of the
Group’s investment portfolio. Over the past several years, changing weather patterns and climatic
conditions have added to the unpredictability and frequency of natural disasters in certain parts
of the world and created additional uncertainty as to future trends and exposure.
While the Group seeks to reduce its exposure to such events through selective underwriting
practices, large loss provisions, reinsurance and the monitoring of risk accumulations, these
actions may not be adequate and the incidence, timing and severity of catastrophes are inherently
unpredictable. A single severe catastrophe or multiple catastrophes in any one period could,
where claims exceed the limits of applicable reinsurance purchased by the Group, cause large

12

losses for the Group and materially reduce its profitability or harm its financial position. In addition,
catastrophic events could harm the financial condition of issuers of obligations that the Group
holds in its investment portfolio (thereby impairing those obligations) and the financial condition
of the Group’s reinsurers (thereby decreasing the probability of reinsurance recoveries) (see risk
factor entitled “The Group’s results of operations, financial condition, profitability and liquidity may
be impacted by the inability of the Group to obtain reinsurance and/or by the failure of the Group’s
reinsurers to meet their obligations”).
While the Group’s reinsurance programme has been modelled to provide cover to withstand a 1
in 200 year event catastrophe loss, and the Group continues to monitor threats to and
opportunities for its products, reinsurance and investments, the factors described above could
have a material adverse effect on the Group’s business, prospects, financial condition or results
of operations, which could result in the Issuer no longer being able to meet its obligations to
investors under the Notes.
Climate change may increase the frequency and/or severity of general insurance claims
and make it more difficult to provide insurance cover at prices customers can afford, while
the impacts of transition risks associated with climate change could adversely affect the
Group’s results of operations and its long-term strategy
Scientists have established that carbon dioxide and other so called ‘greenhouse’ gases in the
atmosphere have an adverse impact on global temperatures. There is a growing concern about
the adverse impact this may have on weather patterns and the frequency and severity of extreme
weather-related events and other catastrophes. Climate change may result in the Group’s pricing
being based on inadequate or inaccurate data or inappropriate assumptions, and may cause the
Group to incorrectly estimate future increases in the frequency and severity of claims. As a result,
the Group could underprice risks, which could negatively affect its loss ratio for general insurance
business, or the Group could overprice risks, which could reduce its business volume and
competitiveness.
Climate change may also mean that it is no longer commercially viable for the Group and its
competitors to provide flood and windstorm insurance cover at an affordable price to an increasing
proportion of the population in the markets in which it operates. It is unclear what future
governmental public and regulatory policy response to this market failure would be. See also the
risk factor entitled “Adverse and extreme weather-related events and other catastrophes have
had, and in the future may have, a significant impact on the Group’s results” for further weather
related risks to which the Group is exposed.
Climate change presents transition risks as environmental policies, such as those stemming from
the target set by the Paris climate accord in 2015 (known as the “Paris Agreement”), attempt to
accelerate and intensify the actions and investments needed for a sustainable low-carbon future.
Governmental and corporate efforts to transition to a low carbon economy in the coming decades
could have an adverse impact on global investment assets. For the Group, the main transition
risk concerns the potential re-pricing of carbon-intensive financial assets, and the speed at which
any such re-pricing might occur. Transition may impact on future insurance liabilities, changing
demands for products and social attitudes to insurance cover for specific sectors. Failure to adapt
the Group’s investments in financial assets and insurance products in response to transition risks
may result in the Group’s financial assets decreasing in value, its liabilities increasing in value
and changes in market share. There are opportunities, as well as threats, for the Group by
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choosing to invest in the right assets, understanding the changing liabilities and providing the right
insurance products to meet changing customer needs.
While the Group continues to monitor the effects of climate change and the transition risk of
moving to a low carbon economy, the factors described above could have a material adverse
effect on the Group’s business, prospects, financial condition or results of operations, which could
result in the Issuer no longer being able to meet its obligations to investors under the Notes.
The Group may accept excessive risks, or may misprice risks, which may result in
significant underwriting losses, and the Group may not appropriately manage the risks
that it undertakes
The Group is in the business of underwriting risks. Underwriting is a matter of judgement, involving
important assumptions about matters that are inherently unpredictable and beyond the Group’s
control and for which historical experience and statistical analysis may not provide sufficient
guidance. The Group’s results depend in large part upon the extent to which actual claims
experience is consistent with the assumptions that it uses in setting the prices for its products. It
is not possible to predict with certainty whether a single risk or a portfolio of risks underwritten by
the Group will result in a loss, or the timing and severity of any loss that does occur.
The Group may fail to accurately assess the risks it underwrites, the Group’s underwriters may
fail to comply with internal guidelines on underwriting, or events or circumstances may cause the
past risk assessment to be incorrect, and the premiums that the Group receives for accepting
such risks may not adequately compensate it. In addition, it is possible that despite the Group’s
best efforts, losses may aggregate in ways that were not anticipated. Adverse development can
be experienced for significant periods of time. Acceptance of excessive risks or mispriced risks
will likely result in lower reported earnings (or net losses) in a future period.
Failure by the Group to manage the risks that it underwrites could have a material adverse effect
on the Group’s business, prospects, financial condition or results of operations, which could result
in the Issuer no longer being able to meet its obligations to investors under the Notes.
The Group’s claims and unexpired risk provisions may not adequately cover actual claims
Claims are the Group’s principal expense and it could take many years before all claims that have
occurred as at any given accounting period will be reported and settled. Provisions for outstanding
claims are based on estimates of the expected cost of the ultimate settlement of claims and these
may prove to be insufficient to cover the Group’s actual claims experience. The estimates are
based on actuarial and statistical projections of facts and circumstances known at a given time,
as well as estimates of trends in claims severity, and other variable factors, including new bases
of liability and general economic conditions, and can change over time.
The diversity of the Group’s insurance risks can make it more difficult to identify individual
judgments and assumptions that are more likely than others to have a material impact on the
future development of its insurance liabilities. For example, the estimation of the provisions for
the ultimate costs of claims for asbestos and environmental pollution is subject to a range of
uncertainties that is generally greater than those encountered for other classes of business due
to the slow emergence and longer settlement period for these claims.
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In addition, as industry practices and legal, judicial, social and other environmental conditions
change, unexpected and unintended issues related to claims and coverage may emerge.
Examples of emerging claims and coverage issues include: adverse changes in loss trends;
judicial expansion of policy coverage and the impact of new theories of liability; growth of claims
culture; legislative or judicial action that affects policy coverage or interpretation, claim
quantification or pricing; a growing trend of plaintiffs targeting property and casualty insurers in
purported class action litigation relating to claims handling and other practices; new causes of
liability or mass claims; claims in respect of directors’ and officers’ coverage, professional
indemnity and other liability covers; and climate change related litigation. The effects of emerging
claim and coverage issues are inherently difficult to predict, but could require the Group to extend
coverage beyond its underwriting intent or result in an increase in either or both the number and
the magnitude of claims.
Macroeconomic conditions, such as a sustained economic phase of low growth and high public
debt, may also affect the accuracy of provisions for outstanding claims. At the time of such
conditions, the Group may experience an elevated incidence of claims, whilst the demand for
insurance products could be adversely affected by lower business investment and consumer
spending.
In the UK, periodic payment orders (“PPOs”) can be agreed or ordered in cases involving awards
to cover cost of care and loss of income. An increase in healthcare inflation, claimant longevity or
the propensity to award PPOs, rather than lump sums, would tend to increase the value of future
claims settlements and thereby increase the costs of these settlements
To the extent claims provisions are insufficient to cover actual losses or loss adjustment expenses,
the Group would have to increase its claims provisions and incur a charge to the Group’s earnings.
In addition, reserve strengthening or reserve releases can have a significant impact on reported
results and period-to-period comparisons. The Group estimates its outstanding claims provision
with the expectation that, over the longer term, reserves should be more likely to run off favourably
than adversely. However, this approach cannot entirely eliminate the risk of adverse movement.
The Group’s results depend in large part upon the extent to which actual claims experience is
consistent with the assumptions that it uses in setting its premiums and establishing its reserves.
As a result, insufficient claims provisions may have a material adverse effect on the Group’s
business, prospects, financial condition or results of operations, which could result in the Issuer
no longer being able to meet its obligations to investors under the Notes.
From time to time, changes in the interpretation of existing laws, amendments to existing
legislation or the introduction of new legislation may adversely impact the Group’s claims
risk
The Group faces risks associated with changes in claims law and the interpretation of such law,
which introduce uncertainties into making provisions for the eventual cost of settling claims.
In 2017, the UK government announced a reduction in the discount rate used by courts to
calculate lump sum damages awards for future losses (typically for lost earnings arising from
personal injuries and fatal accidents) (the so-called Ogden Tables), resulting in a corresponding
increase in the value of future claims settlements. The discount rate was originally reduced from
2.5 per cent. to minus 0.75 per cent. On 15 July 2019 the Lord Chancellor announced a further
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change to the discount rate raising it to minus 0.25 per cent. The new discount rate came into
force on 5 August 2019. Although the Association of British Insurers has challenged the decision
to reduce the discount rate and the Lord Chancellor’s use of the prudence principle, any change
to the discount rate will impact future claims associated with bodily injury claims and as a
consequence on claims reserves with a lower discount rating leading to an increase in claims
costs. The UK Government introduced measures in the Civil Liability Act 2018 to reform the law
on how the discount rate is set. Under the Civil Liability Act 2018 the new personal injury discount
rate will be reviewed within a five-year period, with future reviews advised by an expert panel and
required within five years of the last.
Frequent legislative changes, particularly those that affect long-tail lines of business (being lines
of business characterised by a lengthy delay between the period of cover and either the
emergence or the settlement of claims, or both) can heighten uncertainty around pricing and
reserves. For example, the process of restating historical data to reflect legislative changes and
any additional loadings included in the reserves to allow for legislative changes adds an element
of subjectivity to the reserving process for the relevant business.
As a consequence of these changes and uncertainties, the eventual cost of settlement of
outstanding claims and unexpired risks can vary substantially from the initial estimates,
particularly for the Group’s long-tail lines of business. For example, the Group’s exposure to
annuity-type claims dependent on the longevity of claimants, such as PPO claims in the UK and
workers’ compensation and motor injury claims in Scandinavia, are subject to risks not typically
associated with non-life liabilities (including investment, longevity and indexation, or revision,
risk).
The Group’s provisions for outstanding claims may be affected by any change to existing law
and/or the introduction of new legislation. This may result in actual losses being significantly
higher than initial estimates which could have a material adverse effect on the Group’s business,
prospects, financial condition or results of operations, which could result in the Issuer no longer
being able to meet its obligations to investors under the Notes.
1.2

Risks related to the Issuer’s financial situation

Pension scheme liabilities may impact the Group. In particular, some of the Group’s
pension plans and other post-retirement benefits plans require significant Group
contributions
The Group has a number of defined benefit schemes. The Group’s contributions to its pension
and other post-retirement benefits plans depend on plan performance and mortality experience,
interest rates, fluctuations in equity markets, pension funding legislation and other factors. At an
aggregate level these schemes had a net surplus of £182 million under the revised International
Accounting Standard 19 (“IAS 19”) as of 31 December 2018. Under the 31 March 2019 triennial
valuation agreement, guaranteed deficit funding contributions of £65 million per annum will be
paid in future years with an additional £10 million per annum payable depending on the Group’s
capital levels. The next funding valuation is due as at March 2021. There is a risk that a future
funding valuation may show a deterioration in the schemes’ financial position as a result of which
the schemes’ actuaries may recommend, and the Group may agree to, higher additional
contributions than previously agreed.
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Key assumptions inherent in the calculation of both the funding and the IAS 19 position of the
Group’s pension schemes include the expected rate of return on plan assets, inflation and
longevity. If actual rates of return on invested plan assets were to decrease significantly, or
projected life expectancies were to increase, the Group’s plan funding obligations could increase
materially and the IAS19 position could deteriorate materially. The Group cannot predict whether
changing conditions, including asset performance, government regulation or other factors, will
require it to make contributions in excess of its current expectations.
In addition, accounting regulations or standards which impact treatment and disclosure in relation
to the pension scheme assets and liabilities of the Group may change in ways which may have
an adverse effect on the Group’s business, financial condition or results of operations. For
example, a change in the way pension surplus is recognised on the Group’s balance sheet.
An increase in the Group’s contributions to its plans could have a material adverse effect on the
Group’s business, prospects or financial condition, which could result in the Issuer no longer being
able to meet its obligations to investors under the Notes.
Changes in the Group’s credit ratings may adversely affect the Group
Credit ratings are an important factor in the Group’s competitive position and its access to the
debt capital markets. The ability of the Group's insurance operations to write certain types of
general insurance business may be affected by a change in the rating issued by an accredited
rating agency.
As at the date of this Prospectus, the Group’s insurance financial strength ratings are A (stable
outlook) from S&P and A2 (stable outlook) from Moody’s Investors Service Limited. These ratings
reflect the current opinions of the rating agencies and remain subject to change. There can be no
assurance that the Group will be able to maintain its current credit ratings.
A downgrade of any of the Group’s credit ratings could result in:


brokers (especially large global brokers) ceasing to recommend the Group’s products or
a loss of other customers whose confidence in the Group may be affected or whose
policies require insurance from insurers with a certain minimum rating; or



an adverse impact on the terms and availability of the Group’s financing and access to
the debt capital markets; or



the Group being required to post collateral under its existing contracts with third parties,

each of which could have a material adverse effect on the Group’s business, prospects, financial
condition or results of operations, which could result in the Issuer no longer being able to meet its
obligations to investors under the Notes. In addition, a downgrade of any of the Group’s credit
ratings may have an adverse effect on the market value of the Notes and the price, if any, at which
securities dealers may be willing to purchase or sell the Notes in the secondary market.
The Group derives the majority of its net written premium and underwriting result from
markets outside the United Kingdom and changes in foreign exchange rates may impact
the Group’s results
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The Group operates in a number of markets with different currencies, and publishes its
consolidated financial statements in Sterling. The Group incurs both currency transaction risk and
currency translation risk by underwriting liabilities and transacting generally in currencies other
than the currency of the primary environment in which its business units operate and by investing
in overseas subsidiaries and non-Sterling denominated assets. Though the Group currently
hedges some of its currency exposures using currency forward contracts and foreign exchange
options, such hedging transactions do not eliminate exchange rate risk entirely and may not be
fully effective.
Fluctuations in exchange rates used to translate other currencies into Sterling will impact the
Sterling value of the Group’s investments and the return on its investments in Sterling, as well as
the Sterling value of dividends received in currencies other than Sterling from operating
subsidiaries in overseas jurisdictions. Such fluctuations could have a material adverse effect on
the Group’s business, prospects, financial condition or results of operations, which could result in
the Issuer no longer being able to meet its obligations under the Notes.
See also the risk factor entitled “The Group is subject to risks arising from the UK referendum
vote to withdraw from the EU (“Brexit”) and any resulting changes in law and regulation” for risks
relating to foreign exchange rates as a result of the uncertain relationship between the UK and
the EU.
The Group is exposed to risks in relation to its investments
As a general insurer, the Group’s return on investments is materially affected by volatility in the
worldwide financial markets and changes in general macroeconomic conditions. The Group is
exposed to market risk and credit risk on its invested assets, which include government bonds,
corporate bonds, equities, properties, loans and cash balances in a number of different countries
and currencies.
Market risk
Market risk includes the risk of potential losses from adverse movements in market rates and
prices including interest rates, credit spreads, equity prices, property prices and foreign currency
exchange rates. Increased volatility in the financial markets in recent years and prolonged low
yields in the global fixed income markets have affected the returns on, and the market values of,
the Group’s investments in equity, debt and fixed income securities. In addition, the Group’s
investments in real property are subject to property price risk arising from changes in the market
value of properties. The presence of market volatility in relation to equity securities and property
prices, and a low interest rate environment for fixed income securities, may make it more difficult
for the Group to maintain returns.
Credit risk
Credit risk includes the non-performance of contractual payment obligations on invested assets
and changes in the creditworthiness of invested assets such as exposures to issuers or
counterparties for bonds, equities, deposits and derivatives. While the Group adopts a prudent
investment strategy with its investments, its large asset portfolio, which includes fixed income
investments, premium receivables and reinsurance assets, means that the Group is nonetheless
exposed to such credit risk.
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Asset mix
The Group could, in future, reassess its asset mix and elect to increase its direct exposure to
riskier and more volatile asset classes, including the asset classes described above. Equities, for
example, are generally subject to greater risks and more volatility than fixed income securities.
These factors could have a material adverse effect on the Group’s business, prospects, financial
condition or results of operations, which could result in the Issuer no longer being able to meet its
obligations to investors under the Notes. In addition, significant decreases in the value of the
Group’s invested assets may affect the perceived creditworthiness of the Issuer and the market
value of the Notes and the price, if any, at which securities dealers may be willing to purchase or
sell the Notes in the secondary market.
Funding and liquidity risks are inherent in the Group’s operations
Liquidity risk is the risk that the Group does not have sufficient financial liquid resources to meet
its insurance and other obligations when they fall due or can only do so at excessive cost.
Investment liquidity risk relates to the risk that investment assets are insufficiently liquid to be
realised in line with contracted liabilities. The Group seeks to manage this risk by holding a
significant portfolio of assets that are available to generate funds through either outright sale or
sale and repurchase arrangements with other market participants, depositories or central banks.
The Group’s ability to access funding sources on favourable economic terms, to liquidate its
assets to satisfy claims or for other purposes (for example, to refinance existing indebtedness at
call dates or at maturity) is dependent on a variety of factors, including a number of factors that
are outside its control, such as general market conditions and confidence in the global banking
system. The capital and credit markets may be subject to periods of volatility and disruption, which
could cause the Group’s liquidity and credit capacity to be constrained. Moreover, a downgrade
in the credit ratings of the Group may adversely affect the Group’s liquidity position (for example,
by triggering a need to post collateral under its outstanding derivative contracts) and increase the
cost of raising sufficient liquidity.
In addition to its liquid assets, the Group also has a portfolio of illiquid investments that are
exposed to credit, liquidity and valuation risks, and in relation to which the investment valuation
is more subjective than an investment which is regularly traded on a recognised exchange. The
nature of these assets may mean that the Group is unable to liquidate its investments at short
notice and, even where the Group is able to liquidate such investments, then it may only be able
to do so at a lower price than that used for the Group’s valuations.
The Group’s ability to meet liquidity and/or fungibility needs may also be affected by legal, tax or
regulatory constraints, including regulations that:


require its regulated entities or overseas branches to maintain or increase regulatory
capital (on a statutory equity basis);



restrict the flow of intra-group funds, for example by placing constraints around the timing
and amount of dividend payments from subsidiaries; or
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restrict the transferability of assets within the Group (for example due to the existence of
encumbrances or other features that make such assets non-tradeable).

Although the Group may have adequate capital on a consolidated group basis, a need for liquidity
to meet financial obligations (i.e. cash or liquid assets that can be converted to cash) could arise
in a particular legal entity. The Group’s operations in multiple jurisdictions expose it to the risk of
inconsistent approaches as between group and solo regulation. This could require the Group to
maintain higher levels of capital in a particular legal entity to satisfy applicable local requirements
(thereby increasing the Group’s overall capital requirement). In such circumstances, the Group’s
ability to access group liquidity to meet the needs of the affected legal entity may be limited by
the constraints described above.
These factors could have a material adverse effect on the Group’s business, prospects, financial
position or results of operations, which could result in the Issuer no longer being able to meet its
obligations to investors under the Notes. In addition, liquidity risks may affect the perceived
creditworthiness of the Issuer, the market value of the Notes and the price, if any, at which
securities dealers may be willing to purchase or sell the Notes in the secondary market.
1.3

Risks relating to the core operations supporting the Issuer’s activities

The Group’s business is dependent upon the successful functioning of its computer and
data processing systems, failure of which could adversely affect the Group’s business and
damage its customer relationships
The Group relies on information technology systems for critical elements of its business
processes. These systems, which include complex computer and data processing platforms, may
be disrupted by events including terrorist acts, natural disasters, telecommunications and network
failures, power losses, physical or electronic security breaches, fraud, identity theft, process
failures, computer viruses, computer hacking, malicious employee attacks or similar events. In
addition, the Group may identify, and has identified, weaknesses in its computer and data
processing systems as well as the control environment for these systems. Such weaknesses can
result in system outages, system instability, loss of data or disruption to functionality. Large
incumbent insurers, like the Group, generally have complex systems environments containing a
number of legacy systems adding to the challenges.
The failure of information technology systems could interrupt the Group’s operations or materially
impact its ability to conduct business. Material flaws or damage to systems, particularly if
sustained or repeated, could result in the loss of existing or potential business relationships,
compromise the Group’s ability to pay claims in a timely manner, delay processing of customer
requests and/or give rise to regulatory implications (in the more severe cases this could result in
regulatory action or investigations) and cause damage to the Group’s reputation. The occurrence
of such events could have a material adverse effect on the Group’s business, prospects, financial
condition or results of operations, which could result in the Issuer no longer being able to meet its
obligations to investors under the Notes.
If the Group is unable to safeguard the security of its data, including customer and
employee data, due to accidental loss, cyber-crime, the occurrence of disaster or other
unanticipated events affecting the Group or its services providers, its ability to support its
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customers may be compromised and have an adverse effect on the Group, including by
way of extensive fines
As a financial services group, the Group collects and processes significant amounts of sensitive
personal data from its customers, business contacts and employees. Large organisations, such
as the Group, are increasingly becoming targets for cyber-crime, particularly if those organisations
retain personal information, and migrate some of their operations on to digital platforms. Despite
the controls put in place, there remains a risk that this data could be stolen, lost, corrupted and/or
misused as a result of an intentional or unintentional act by parties internal or external to the
Group, including through the hacking of its IT systems and failure to adequately encrypt data.
The Group is also required to comply with data protection and privacy laws and industry standards
in the UK and the countries of residence of the Group’s customers. This includes compliance with
the General Data Protection Regulation (EU) 2016/679) (“GDPR”) which came into force on 25
May 2018, applicable to the Group’s operations in the UK and the rest of the European Union
(“EU”). The GDPR introduced substantial changes to the EU data protection regime, and there is
uncertainty over how compliance with the regulation will be applied and interpreted by the
Information Commissioner’s Office in the UK and its equivalent in other EU jurisdictions and by
the law courts in the event of customer litigation. The GDPR imposes a substantially higher
compliance burden on the industry and restricts the Group’s ability to use data, including through
expanding the requirement for informed opt-in consent by customers to the processing of their
personal data, granting customers a “right to be forgotten”, imposing restrictions on the use of
personal data for profiling purposes, imposing disclosure requirements of data sources to
customers and increasing the maximum levels of fines for compliance failures to 4 per cent. of
the Group’s global annual turnover. There is a risk that data collected by the Group and its third
party service providers (see risk factor entitled “If the Group experiences difficulties arising from
outsourcing relationships, its ability to conduct business may be compromised”) is not processed
in accordance with notifications made to, or obligations imposed by, data subjects, regulators, or
other counterparties or applicable law.
Theft, loss, corruption or misuse of data, including as a result of failure to operate effective data
collection controls, prevent cyber attacks or properly invest in preventative and data protective
software, could potentially lead to regulatory censure, fines, reputational damage and financial
costs, including the need to compensate customers and the cost of remediation, as well as
potential inaccurate rating of risks or overpayment of claims. Such consequences could have a
material adverse effect on the Group’s business, prospects, financial condition or results of
operations, which could result in the Issuer no longer being able to meet its obligations to investors
under the Notes.
The Group is exposed to operational risks, such as those arising from the failure or
improper operation of internal processes, including the Group’s claims management
processes, or other disruptions to the Group’s business
The Group’s financial, accounting, data processing or other operating systems and facilities may
fail to operate properly or become disabled as a result of events that are wholly or partially beyond
its control. See risk factors entitled “The Group’s business is dependent upon the successful
functioning of its computer and data processing systems, failure of which could adversely affect
the Group’s business and damage its customer relationships” and “If the Group experiences
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difficulties arising from outsourcing relationships, its ability to conduct business may be
compromised”.
A key assumption used in the pricing of the Group’s insurance products, as well as the provisions
for claims, is the relative time and efficiency with which claims will be notified, processed and
paid. Efficient and effective claims management depends, among other things, on well-trained
personnel making accurate and timely decisions with respect to claims handling. Inefficiencies
and inaccuracies in managing and paying claims can lead to issues such as inaccurate indemnity
decisions, inappropriate claims reserving and/or payment decisions, an increase in undetected
fraud and inaccurate management information for reserving and pricing, resulting in additional
claims costs and claims handling-related expenses as well as increased risk that technical
reserves and/or pricing models will be inappropriate or inaccurate. This risk is particularly acute
where the time lag between claim and payment is large.
If the Group’s claims management processes prove to be inefficient or ineffective or the Group
otherwise suffers from costs or expenses above expected levels, the Group could be forced to
refine its pricing models, potentially resulting in a loss of business, and to increase its technical
reserves. Such additional costs or inflation effects could harm the Group’s profitability and could
have a material adverse effect on the Group’s business, prospects, financial condition or results
of operations which could result in the Issuer no longer being able to meet its obligations to
investors under the Notes.
If the Group experiences difficulties arising from outsourcing relationships, its ability to
conduct business may be compromised
Certain of the Group’s information technology and operational support functions are outsourced
to third parties but remain critical to the Group’s business, such as mitigation of electronic attacks.
The Group is reliant in part on the continued performance, accuracy, compliance and security of
all these service providers. If the contractual arrangements with any third party providers are
terminated, the Group may not find an alternative outsource provider or supplier for the services,
on a timely basis, on equivalent terms, without significant expense or at all. Any of the foregoing
could have a material adverse effect on the Group’s business, prospects, financial condition or
results of operations, which could result in the Issuer no longer being able to meet its obligations
to investors under the Notes.
The Group is exposed to risks relating to fraud and misconduct
The Group is exposed to risk of misconduct and fraud, including policy (i.e. application-related)
fraud and claims fraud arising from a variety of sources including employees, suppliers,
intermediaries, customers and other third parties.
Misconduct: The Group has in place controls designed to ensure that risk selection is within the
Group’s risk appetite and that risk assumption adheres to the Group’s pricing and reserving
guidelines. Notwithstanding these controls, errors or misconduct by employees or agents may
lead to losses, including direct financial loss and losses relating to redirecting payments, making
false payments, or falsifying data to improve employee performance statistics. These may arise
from, among other things, dealings with brokers, fraud, errors, failure to document transactions
properly, failure to obtain proper internal approval, or failure to comply with internal guidelines
and/or regulatory requirements. It is not always possible for the Group to deter or prevent
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employee or agent misconduct and the precautions taken to prevent and detect this activity have
not been and may not in the future be completely effective in all cases.
Policy fraud and claims fraud: The Group is also at risk from customers who misrepresent or fail
to provide full disclosure in relation to the risk against which they are seeking cover before such
cover is purchased, and from customers who fabricate claims and/or inflate the value of their
claims. The Group, in common with other general insurance companies, is also at risk from its
employees failing to follow procedures designed to prevent fraudulent activity, as well as from its
agents’ fraudulent activity, such as falsifying policies or failing to remit premiums collected from
customers on the Group’s behalf. Additionally, attempts at fraud are becoming more
sophisticated, including through the use of technology. A failure to combat the risks of fraud
effectively could adversely affect the profits of the Group as claims incidence and average payouts
could increase. Further, such costs may have to be passed on to customers in the form of higher
premium levels, which could result in a decrease in policy sales.
The occurrence of any of the events detailed above, and their resultant losses, could have a
material adverse effect on the Group’s business, prospects, financial condition or results of
operations, which could result in the Issuer no longer being able to meet its obligations to investors
under the Notes.
The Group could be adversely affected by the loss of one or more key employees or by an
inability to attract, retain and properly incentivise, or obtain UK or overseas regulatory
approval for, qualified personnel
The future success of the Group is substantially dependent on the continued services and
continuing contributions of its Directors, senior underwriters, senior management and other key
personnel. While the Group has entered into employment contracts or letters of appointment with
such key personnel, the retention of their services cannot be guaranteed.
The Group’s continued success also depends upon its continuing ability to recruit and retain
employees of suitable skill and experience, particularly those with financial, IT, underwriting,
actuarial, claims and other specialist skills, including appropriate regulatory expertise. The Group
competes with other financial services groups for skilled personnel, primarily on the basis of its
reputation, financial position, remuneration policies and support services, and may incur
significant costs to recruit and retain appropriately qualified individuals.
In addition, the Prudential Regulation Authority (“PRA”) and the FCA require certain board
members and other individuals who carry out senior management functions to be approved by
the appropriate regulator. This includes the holders of the key governance functions for Directive
2009/138/EC of the European Parliament and of the Council of 25 November, 2009 on the takingup and pursuit of the business of Insurance and Reinsurance (Solvency II) (as amended)
(“Solvency II”) (including Risk, Internal Audit, Compliance and Actuarial). The PRA and FCA may
not approve individuals for such roles unless they are satisfied that they have the appropriate
qualifications, knowledge, training experience and are fit and proper to perform those functions,
and may withdraw their approval for individuals whom they deem no longer “fit and proper” to
perform those functions. Corresponding regulation with respect to individuals applies in many of
the Group’s overseas territories.
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The loss of the services of one, or some of, the senior management or other key personnel or the
inability to recruit, retain, motivate and train staff of suitable quality who are approved by the
regulators could adversely affect the ability of the Group to continue to conduct its business and
its competitive position. The occurrence of such events could have a material adverse effect on
the Group’s business, prospects, financial condition or results of operations, which could result in
the Issuer no longer being able to meet its obligations to investors under the Notes.
1.4

Risks related to the Issuer’s business activities and industry

The Group’s results of operations, financial condition, profitability and liquidity may be
impacted by the inability of the Group to obtain reinsurance and/or by the failure of the
Group’s reinsurers to meet their obligations
The Group transfers exposure to certain risks to others through reinsurance arrangements, which
it typically renews on an annual basis. Under the Group’s arrangements, other insurers assume
a portion of the losses and expenses associated with reported and unreported losses in exchange
for a portion of policy premiums. The availability, amount and cost of reinsurance depend on
general market conditions and may vary significantly. Any decrease in the amount of the Group’s
reinsurance will increase the Group’s risk of loss. While there is a relatively low probability that
the Group will be unable to obtain any reinsurance, were such risk to materialise it would
significantly increase the Group’s exposure to losses and may have a material adverse effect on
the Group’s financial condition (including the Group’s capital position) and results of operations.
The Group is also exposed to the credit risk assumed in fronting arrangements. This specifically
includes:


Outwards reinsurance: When the Group obtains reinsurance, it remains primarily liable
for the reinsured risks without regard to whether the reinsurer meets its reinsurance
obligations to the Group. Reinsurance recoverables are therefore a significant credit risk
to the Group. Collectability of reinsurance is largely a function of the solvency of
reinsurers, although the Group is also exposed to disputes on, and defects in, contracts
with its reinsurers, challenges to claims asserted against reinsurers and the possibility of
default by its reinsurers.



Reinsurance capacity constraints: The Group, and insurers generally, are exposed to
concentrations of risk with individual reinsurers, due to the nature of the reinsurance
market, capacity constraints and the restricted range of reinsurers that have acceptable
credit ratings. The Group is also exposed to any systemic failure in the reinsurance
market.

A reinsurer’s insolvency, or inability or refusal to make payments under the terms of any of its
agreements with a member of the Group could have a material adverse effect on the Group’s
business, prospects, financial condition or results of operations, which could result in the Issuer
no longer being able to meet its obligations to investors under the Notes.
The Group’s business depends on brokers, agents and other intermediaries, some of
whom also act for the Group’s competitors, to distribute its products; the loss of business
provided by such brokers and agents or a failure by them to fulfil relevant regulatory and
legal compliance obligations as well as their payment obligations could have a material
adverse effect on its financial performance
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The Group relies on brokers, other intermediaries and agents to distribute many of its products.
These arrangements pose operational risk, regulatory risk and counterparty risk to the Group.
Operational risk
Independent brokers are not committed to recommend or sell the Group’s products. Brokers and
intermediaries represent more than one insurance company and the Group faces competition
within such brokerages. Consequently, the Group’s relationships with its brokers are important:
the failure, inability or unwillingness of brokers to intermediate the Group’s products or demands
from brokers for higher commissions or a greater share of revenues could, in each case, have a
material adverse effect on the Group’s business, prospects, financial condition or results of
operations.
Regulatory risk
The regulatory environment is also imposing more stringent requirements on institutions to ensure
that activities outsourced to third parties are being appropriately controlled with all legal and
regulatory requirements being met (see risk factor entitled “As a regulated insurance group, the
Group is subject to extensive regulatory supervision and legal requirements and any changes in
the laws, regulations, policies and interpretations and any accounting standards in the markets in
which it operates could adversely affect the Group’s business and/or have significant implications
for the Group’s capital position”). There is a risk that the Group could be liable for any breaches
of legal and/or regulatory requirements by any such third party which could result in fines or other
penalties being imposed on the Group, which could have a material adverse effect on the Group’s
business, prospects, financial condition or results of operations.
Counterparty risk
In accordance with industry practice, the Group at times pays amounts owed on claims under its
policies to distributors and these distributors, in turn, pay these amounts to the clients that have
purchased insurance from the Group. If a distributor fails to make such a payment, it is possible
that the Group will be liable to the client for the deficiency because of local laws or contractual
obligations. Likewise, in certain jurisdictions, when the insured pays premiums for these policies
to distributors for subsequent payment to the Group, these premiums might be considered to have
been paid and the insured will no longer be liable to the Group for those amounts, whether or not
the Group actually received the premiums from the distributor. Losses that could arise where
distributors default on payments could have a material adverse effect on the Group’s business,
prospects, financial condition or results of operations.
The consequences for the Group of the risks described above could result in the Issuer no longer
being able to meet its obligations to investors under the Notes.
The Group is subject to risks arising from the UK referendum vote to withdraw from the
EU (“Brexit”) and any resulting changes in law and regulation
On 29 March 2017, the UK gave formal notice (the “Article 50 Notice”) under Article 50 of the
Treaty of the European Union (“Article 50”) of its intention to leave the EU. The delivery of the
Article 50 Notice triggered a two year period of negotiation to determine the terms on which the
UK will exit the EU and the framework for the UK’s future relationship with the EU (the “Article
50 Withdrawal Agreement”), which, on 10 April 2019, was extended to 31 October 2019. The
terms of the UK’s exit are unclear and remain subject to ongoing negotiations. Under the terms
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of the current Article 50 Withdrawal Agreement, a transition period to 31 December 2020 will
commence after the UK’s exit, during which the relationship between the UK and the EU on trade
and other matters will be negotiated. However, if the Article 50 Withdrawal Agreement is not
approved by the UK Parliament by 31 October 2019, the UK could leave the EU without a formal
agreement and transition period. Alternatively, the UK could, subject to agreement by the
European Council, once again extend the deadline for the UK’s exit from the EU, or ultimately
revoke its notification of its intent to leave the EU. There is, therefore, considerable uncertainty
over the arrangements to be put in place between the UK and the EU after 31 October 2019 or,
if applicable, after the end of any transitional period agreed under the Article 50 Withdrawal
Agreement.
The uncertain relationship between the UK and EU presents uncertainties to the financial markets,
UK economic growth prospects and future regulation. The risks to the Group of the UK leaving
the EU may include (but are not limited to):


significant depreciation of Sterling against other core currencies, which is mitigated by
having non-Sterling profits earned outside of the UK and most of the Group’s EU income
earned through separate regulated EU entities (see risk factor entitled “The Group
derives the majority of its net written premium and underwriting result from markets
outside the United Kingdom and changes in foreign exchange rates may impact the
Group’s results”);



the prospect of increased rates of inflation, which may lead to pension costs inflation and
claims inflation. Pension costs inflation could adversely impact the Group’s financial
position if pension costs, which mainly arise from the UK defined benefit schemes, prove
to be higher than current actuarial projections. Both types of exposures are partly
mitigated through the purchase of inflation derivatives. Claims inflation may have a
material adverse effect on the Group’s underwriting results, as the Group may incur
further costs if the value of claims to which the Group is exposed prove to be higher than
current actuarial projections (for example due to disruption of goods and services); and



the possibility of increased regulatory protectionism with subsidiaries being required to
hold higher levels of capital and dividends being blocked (see risk factor entitled “Funding
and liquidity risks are inherent in the Group’s operations”).

It is anticipated that Brexit will result in changes to the UK’s and EU’s regulatory systems.
Following Brexit, the PRA is also likely to have greater flexibility to create additional rules. This is
because currently a significant portion of the relevant regulatory regime is derived from EU
sources and subject to oversight by EU bodies – such as the European Insurance and
Occupational Pensions Authority (“EIOPA”) and the EU Commission. Since the Group’s business
operates in the UK and the EU, some of the changes to the regulatory systems of the UK and the
EU arising as a consequence of Brexit may affect the business of the Group (positively or
negatively). Changes may also affect the regulation of UK business if the UK and EU regulatory
systems diverge. As a result, it is possible that Brexit may require the Group to take further
mitigating action or to change parts of its business, which may have a material effect on the
Group's business, results of operations, financial condition and prospects.
The Group has planned for a range of potential impacts on customers, compliance, strategy and
structure, including those associated with a no-deal Brexit. In late 2018, the Group established
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an office in Luxembourg as the headquarters for its European branches, in an effort to mitigate
the risk of disruption arising from the UK’s exit from the EU. However, whilst the Group continues
to monitor developments to refine its plans, some impacts cannot be meaningfully anticipated and
mitigated at this stage. Regardless of the outcome of the negotiations between the EU and the
UK, the Group may be exposed to adverse effects associated with the continuing uncertainty in
relation to the manner and timing of the UK’s exit from the EU. Even if the decision was taken to
revoke Article 50 and remain within the EU, there could be financial implications for the Group as
financial markets adjust accordingly.
The uncertain relationship between the UK and EU and the associated risks detailed above could
have an adverse effect on the market value of Sterling denominated and fixed interest rate
investments, such as the Notes, and the price, if any, at which securities dealers may be willing
to purchase or sell the Notes in the secondary market. Such risks may also have a material
adverse effect on the Group’s business, prospects, financial condition or results of operations,
which could result in the Issuer no longer being able to meet its obligations to investors under the
Notes.
The Group could lose market share, incur losses on some or all of its activities and
experience lower growth if it is unable to compete with other insurance companies, offer
competitive, attractive and innovative products and services or respond to changing
distribution trends
The Group is exposed to changes in the behaviour of its customers and the markets in which it
sells its insurance products. Changes in lifestyle, technology, regulation, or taxation could
significantly alter customers’ actual or perceived need for insurance and the types of insurance
sought. The Group could lose market share, incur losses on some or all of its activities or
experience lower growth if it is unable to offer competitive, attractive and innovative products and
services that are also profitable, if it does not choose the right marketing approach, product
offering or distribution strategy or if it fails to anticipate or successfully adapt to change.
Changes in technology could give rise to the development of new distribution channels requiring
further adaptation of the Group’s business and operations. Such changes could require the Group
to expend significant energy and resources and incur significant expenditure to change its product
offering, build new risk and pricing models, modify and renew its operating and IT systems and/or
retrain or hire new employees. Although the pace of internet adoption varies across the world, the
Group is seeing growing demand for online sales and service in all of the jurisdictions in which it
operates. For example, competitive pressures from price comparison websites in the UK and
Ireland and other new technologies and distribution channels (including changes driven by an
increasingly digital society), may require changes to the Group’s business operations (including
IT systems and functionality), may put pressure on premiums that can be charged and may create
the need for different product structures such as modular “build your own” products.
In addition, alternative digitally enabled providers of insurance products may emerge with lower
cost business models, which enable their pricing to be more competitive, or innovative service
propositions disrupting the current competitive landscape. If the Group’s competitors price their
premiums at a lower level than the Group and the Group matches their pricing, this may have a
material adverse effect on the Group’s underwriting results. In addition, if competitors attract
current or potential policyholders from the Group in areas in which the Group wishes to compete,
the Group’s operating and financial performance may be materially adversely affected.
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Furthermore, the Group faces competition from self-insurance in the commercial insurance area,
with many of the Group’s customers and potential customers examining self-insurance as an
alternative to traditional insurance.
The Group’s continuing profitability, and the longer term viability of its product range, depends
upon an adequate response to the types of competition outlined above. Despite efforts to do so,
the Group may not be able to respond to changes effectively or on a cost-efficient basis. This
could have a material adverse effect on the Group’s business, prospects, financial condition or
results of operations, which could result in the Issuer no longer being able to meet its obligations
to investors under the Notes.
The cyclical nature of the insurance industry may cause fluctuations in the Group’s results
Historically, the insurance industry has been cyclical and operating results of insurers have
fluctuated because of volatile and sometimes unpredictable developments, many of which are
beyond the direct control of any insurer. Although the Group has a geographically diverse group
of businesses providing a wide range of products, it expects to experience the effects of this
cyclical nature, including changes in sales and premium levels.
The unpredictability and competitive nature of the general insurance business has historically
contributed to significant quarter-to-quarter and year-to-year fluctuations in underwriting results
and net earnings in the industry generally and to volatility in the Group’s results of operations and
financial condition. During periods of low interest rates (as is currently the case), the effects of
cyclicality in factors affecting underwriting results can have a further, more pronounced effect on
net earnings. Such unpredictability and volatility could have a material adverse effect on the
Group’s business, prospects, financial condition or results of operations, which could result in the
Issuer no longer being able to meet its obligations to investors under the Notes.
Loss of business reputation or negative publicity could negatively impact the Group’s
business and results of operations
The Group’s success and the results of its operations are dependent on the strength and
reputation of the Group and its brands. The Group is vulnerable to adverse market perception
because it operates in an industry where integrity, customer trust and confidence are paramount.
The Group is exposed to the risk that litigation, employee misconduct, operational failures,
regulatory or other investigations or actions, press speculation and negative publicity, whether or
not well founded, could damage its brands or reputation. The Group’s reputation may also be
adversely affected by negative publicity associated with those that it insures. In addition, claims
management companies and consumer protection groups could increase their focus on the
insurance industry, which may negatively impact the Group.
Any damage to the Group’s brands or reputation could cause existing customers, partners or
intermediaries to withdraw their business from the Group and potential customers, partners or
intermediaries to elect not to do business with the Group and could also make it more difficult for
the Group to attract and retain qualified employees. Such damage to the Group’s brands or
reputation could cause disproportionate damage to the Group’s business, even if the negative
publicity is factually inaccurate or unfounded. Such damage to the business could have a material
adverse effect on the Group’s prospects, financial condition or results of operations, which could
result in the Issuer no longer being able to meet its obligations to investors under the Notes.
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Acquisitions, disposals and other corporate transactions undertaken by the Group may
not realise expected benefits
The Group has acquired and may in the future acquire and dispose of businesses as part of its
normal operations and optimisation of its business portfolio. The Group does not envisage making
any significant acquisitions in the near term. To the extent that it decides to do so in the future,
the Group may not be able to identify and complete such appropriate acquisitions, on acceptable
terms or on a timely basis. The integration of such acquisitions may not be successful or in line
with the Group’s expectations and the acquired business may fail to achieve in the near or long
term the financial results projected or the strategic objectives of the relevant acquisition (such as
cost savings or synergies). Inability to realise expected benefits from, or any strain on Group-wide
internal control systems and management resources as a result of, acquisitions or disposals could
have a material adverse effect on the Group’s business, prospects, financial condition or results
of operations, which could result in the Issuer no longer being able to meet its obligations to
investors under the Notes.
1.5

Legal and regulatory risk

Failure to maintain adequate capital could have a variety of negative legal, regulatory and
operational implications for the Group
UK and European insurance firms such as those within the Group are required to hold sufficient
capital (or ‘own funds’) to meet prescribed regulatory capital requirements. Insurance firms must
satisfy both a minimum capital requirement (the “MCR”) and a solvency capital requirement (the
“SCR”). The SCR determines the amount of capital which must be held by an insurance firm to
enable it to absorb significant losses and give reasonable assurance to its policyholders and
beneficiaries that payments will be made as they fall due. The MCR is set at a lower threshold
than the SCR and, together, they allow regulators to gauge the appropriate means of intervention.
These regulatory requirements apply to individual insurance subsidiaries on a standalone basis
and in respect of the Group as a whole.
The Group continues to monitor its capital position and take the steps required to maintain a
strong capital position with adequate capital buffers. However, while these steps may reduce the
magnitude of negative impact arising from capital adequacy requirements, they are unlikely to be
sufficient to remove entirely the risk to which the Issuer is exposed.
Any inability to meet regulatory capital requirements in the future would be likely to lead to
intervention by regulatory authorities in the relevant jurisdictions in which the Group operates and
by the PRA, as consolidated prudential regulator for the wider Group. In these circumstances, the
PRA, in the interests of policyholder security, could require the Group to take steps to restore
regulatory capital to acceptable levels, for example, by requiring the Group to cease to write or
reduce writing new business, by imposing restrictions on the fungibility or movement of capital
between the Group entities or by imposing restrictions on the Group’s dividend policy.
Local regulatory authorities to which the Group is subject (including regulatory authorities in
Scandinavia, Ireland, Luxembourg, the Middle East and Canada) may intervene by requiring
additional capital to be held locally, in regulated subsidiaries and may also restrict the Group’s
ability to transfer capital among regulated entities.
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The International Association of Insurance Supervisors (“IAIS”) is also developing a common
framework for the supervision of internationally active insurance groups (“ComFrame”). The
framework is designed to develop common principles for supervision. The intention is that an
insurance capital standard (“ICS”), currently being developed and applicable to globally active
insurers, will ultimately form part of ComFrame. The final ICS is planned to be adopted by the
IAIS in 2019, and thereafter the IAIS has proposed a two phased approach to implementation.
The first phase being a five year monitoring period where the ICS will not be used as a prescribed
capital requirement, but will be confidentially reported to group wide supervisors for discussion in
supervisory colleges. The second phase is intended to be the implementation of the ICS as a
group wide prescribed capital requirement. There is therefore also a risk that one or more
regulators of entities in the Group may change their approach to the calculation of capital
requirements and/or treatment of capital resources which could adversely impact the Group’s
capital position.
As a result of an intervention by any regulatory authority, the Group may need to increase
premiums, purchase more risk hedging instruments including increasing its reinsurance coverage
or divest additional parts of its business and investment portfolio, which may be difficult or costly
or result in significant losses, particularly in cases where such measures need to be undertaken
in a short time frame. The Group and its regulated subsidiaries might also have to reduce the
amount of dividends they pay to their respective shareholders, or possibly cease paying dividends
to meet their capital requirements. The key responses / actions have been pre-prepared and
documented in the Group’s recovery and resolution plans, which have received Group Board
approval.
Failure of the Group to maintain adequate levels of capital could have a material adverse effect
on the Group’s business, prospects, financial condition or results of operations, which could result
in the Issuer no longer being able to meet its obligations to investors under the Notes.
Future changes to the Group’s internal model could have a material, adverse impact on
the Group’s capital position
Insurers are permitted to calculate solvency capital requirements by using a detailed standard
formula approach or by developing their own internal model, which must be approved by the
relevant regulator(s). On 5 December 2015, the Issuer received approval from the PRA for its full
internal model. This approval took effect on 1 January 2016 and covers the solvency capital
requirement for the Issuer and its principal EEA subsidiaries. In 2018 enhancements were made
to the internal model to better reflect the dependencies between certain risks, together with
improvements in overall model governance and model validation. A Group level major model
change application has been submitted reflecting these changes and the Group solvency capital
requirement already includes allowances for the expected impact. Furthermore, a model
application has also been submitted in respect of the Group’s Scandinavian entities to mitigate
the risk of moving to Standard Formula in the event of that the UK leaves the EU without a formal
agreement.
There is a risk that, in the future, changes will be required to be made to the approved internal
model and its related applications that could have a material impact on the Group’s Solvency II
capital position. Where internal model changes are subject to regulatory approval, there is a risk
that the approval is delayed or denied. In such circumstances, changes in the Group’s risk profile
would not be able to be appropriately reflected in its internal model, which could have a material
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adverse impact on the Group’s Solvency II capital position. Consequently, this could have a
material adverse effect on the Group’s business, prospects, financial condition or results of
operations, which could result in the Issuer no longer being able to meet its obligations to investors
under the Notes.
The Group may, from time to time, be subject to litigation, inquiries or investigations that
could divert management time and resources and result in fines, sanctions, variation or
revocation of permissions, authorisations and licences, reputational damage or loss of
goodwill
The Group, in common with the insurance industry in general, is involved in, and may become
involved in, legal proceedings (including class actions) that may be costly if they are not
determined in the Group’s favour and that may, regardless of the outcome, divert management’s
attention away from the running of the business. In the ordinary course of the Group’s insurance
activities, it is routinely involved in legal, mediation and arbitration proceedings with respect to
liabilities which are the subject of insurance policy claims.
In recent years, the insurance industry has been the focus of increased regulatory scrutiny as
regulators in a number of jurisdictions in which the Group operates have conducted inquiries and
investigations into the products and practices of the financial services industry. As a result of any
legal, regulatory or investigatory inquiries the Group may be subject to:


sanctions (including regulatory fines) in connection with adverse finding of regulatory,
governmental or other sectoral investigations;



losses or financial penalties resulting from any current or threatened legal or regulatory
actions; or



financial or reputational risk if the Group fails to identify and eliminate potential mis-selling
practices or to effectively manage and reduce the risk of mis-selling.

In addition, jurisdictions in which the Group operates are subject to anti-money laundering, antiterrorism, anti-bribery and corruption, financial sanctions and competition/antitrust regimes and
there remains a risk that such standards, policies and procedures are insufficient to prevent
situations of financial crime, money laundering, bribery, fraud or corruption, including actions by
the Group’s employees, agents and distributors, for which the Group might be held responsible.
Any such event may have severe consequences for the Group and may require regulatory or
legal inquiries or investigations into the relevant event, which may lead to sanctions, fines and
reputational consequences.
In either case, fines or losses imposed on the Group may have a material adverse effect on the
Group’s financial condition, results of operations and cash flows. In addition, the impact of any
inquiries and investigations may be difficult to assess or quantify and such inquiries or
investigations could result in adverse publicity for, or negative perceptions regarding, the Group
or they could affect its relations with current and potential customers, and distributors and
contractors. Such inquiries and investigations also may divert management’s attention away from
the day-to-day management of the Group’s business.
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Any such event may have severe consequences, which could have a material adverse effect on
the Group’s business, prospects, financial condition or results of operations, which could result in
the Issuer no longer being able to meet its obligations to investors under the Notes.
As a regulated insurance group, the Group is subject to extensive regulatory supervision
and legal requirements and any changes in the laws, regulations, policies and
interpretations in the markets in which it operates could adversely affect the Group’s
business and/or have significant implications for the Group’s capital position
The Group’s insurance subsidiaries are subject to financial regulation in each of the jurisdictions
in which they conduct business. Regulatory authorities (such as the FCA and the PRA in the UK
and other local regulatory authorities) have broad administrative power over many aspects of the
Group’s insurance businesses. Regulatory authorities have wide powers to supervise and
intervene in the affairs of insurance companies and may, in specific circumstances, vary, impose
restrictions on or cancel authorisations required to operate the Group’s business. The Group must
ensure regulatory compliance in all locations, each with diverse regulatory requirements,
increasing the burden of compliance and risk of non-compliance.
There has been an increased focus in the EU on fair outcomes for customers, in particular on the
way in which the insurance industry sells and administers insurance products. The Insurance
Distribution Directive implemented minimum standards on the distribution of insurance. This
includes a principle that insurance distributors should act in accordance with the best interests of
their customers and ensure that information distributed to customers subject to the Insurance
Distribution Directive is fair, clear and not misleading. EIOPA has also set out its intentions to
focus on the convergence of supervision within the EU with the aim of achieving comparable
levels of consumer protection.
Regulatory changes and the manner in which they are implemented could increase the costs of
doing business, as a result of additional distribution and compliance costs, reduce access to
liquidity and limit the scope of permissible activities. While these changes will impact the entire
industry, they could alter the competitive balance and could impact the Group more than some of
its competitors.
The Group may also face increased compliance costs due to the need to set up additional
compliance controls or the direct cost of such compliance because of changes to applicable
financial services legislation or regulation. Although the Group monitors regulatory developments
and takes steps to assess the impact of proposed changes, the Group cannot predict the exact
timing, form or extent of any future regulatory or accounting initiatives or prospective or
retrospective legislative changes, nor can it predict the regulatory interpretation of the principles
based rules.
The regulation of insurance business in Europe is largely based on the requirements of relevant
EU directives. Inconsistent implementation and interpretation of directives by governments and
regulatory authorities in different Member States (particularly more onerous implementation and
interpretation in some or all of the jurisdictions in which the Group operates), and the uncertainty
as to the extent to which equivalent rules will continue apply to the UK insurance industry following
the UK’s exit from the EU (see risk factor entitled “The Group is subject to risks arising from the
UK referendum vote to withdraw from the EU (“Brexit”) and any resulting changes in law and
regulation), may place the Group at a competitive disadvantage to other European insurers or
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financial services groups established in other Member States and insurers or financial services
groups headquartered outside the EU.
Furthermore, various jurisdictions in which the Group operates, including the UK, have created
investor compensation schemes that require mandatory contributions from market participants in
some instances in the event of a failure of another market participant. As a major participant in
the majority of the Group’s chosen markets, circumstances could arise where the Group, along
with other companies, may be required to make such contributions. The Group (like all other
groups in which an entity is PRA and/or FCA regulated) contribute to the Financial Services
Compensation Scheme and the levels of contribution to the Financial Services Compensation
Scheme may change over time.
It is also possible that a regulator in one of the Group’s major markets may conduct a review of
products previously sold, either as part of an industry-wide review or specific to it. The result of
this review may be to compensate customers for losses they have incurred as a result of the
products they were sold.
Insurance laws, regulations, policies, accounting rules and practices and other laws currently
affecting the Group may change from time to time in ways which may have an adverse effect on
the Group’s business, financial condition or results of operations.
In addition to changing regulations and policies, regulators may require additional mandatory
contributions from market participants or regulators may seek to carry out reviews of the market.
Such changes and additional requirements or investigations could have a material adverse effect
on the Group’s business, prospects, financial condition or results of operations, which could result
in the Issuer no longer being able to meet its obligations to investors under the Notes.
Changes to financial reporting requirements generally or specifically for insurance
companies may materially adversely affect the reporting of the Group’s financial results
Changes to EU endorsed International Financial Reporting Standards (“IFRS”) for insurance
companies have been proposed in recent years and further changes may be proposed in the
future. While the UK remains a member of the EU, any changes to IFRS will be applicable to the
extent they are endorsed by the EU. Subsequent to the UK’s withdrawal from the EU and any
agreed transitional period the applicability of changes to IFRS will be subject to a UK endorsement
process, with powers to give effect to this included in a bill laid before parliament in January 2019.
On 18 May 2017, the International Accounting Standards Board (the “IASB”) published IFRS 17
‘Insurance Contracts’ with an effective date of 1 January 2021, though it was announced in
November 2018 that the IASB had decided to propose extending the effective date to 1 January
2022. In June 2019, the IASB published an Exposure Draft titled Amendments to IFRS 17 (the
“Exposure Draft”), detailing its review of the reported concerns and implementation challenges
of IFRS 17 and proposing to defer the effective date to 1 January 2022. However this remains
subject to the comment period for the Exposure Draft which ends on 25 September 2019, with
the IASB aiming to issue an amendment to IFRS 17 in the second quarter of 2020.
IFRS 17 introduces significant changes to the presentation and measurement of insurance
contracts, including the effect of technical reserves and reinsurance on the value of insurance
contracts.
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Similarly, the Group continues to defer the implementation of IFRS 9 ‘Financial Instruments’
(which replaced IAS 39 with effect from 1 January 2018) until 1 January 2022 to coincide with the
introduction of IFRS 17.
IFRS 17 and IFRS 9 are intended to increase transparency, consistency and comparability in the
reporting of new and existing business by insurers, with clearer reporting on sources of profits
and quality of earnings. The new standard changes the reported value of insurance and
reinsurance contracts in the balance sheet and recognition of revenue in the profit or loss.
Given the current stage of the Group's implementation of IFRS 17 and IFRS 9 together with recent
further proposed amendments to IFRS 17 by the IASB and developing industry practice and
interpretation of the same, there is uncertainty as to what the impact of implementing these
standards will be in the Group's profit or losses, balance sheet and distributable reserves. IFRS
17 and IFRS 9 could, therefore, have an adverse effect on the Group’s financial performance and
condition (including through changes affecting the calculation of taxation). These and any other
changes to IFRS, to the extent applicable, that may be proposed in the future, whether or not
specifically targeted at insurance companies, could materially adversely affect the Group’s
reported results of operations. This could have a material adverse effect on the Group’s business,
prospects, financial condition or results of operations, which could result in the Issuer no longer
being able to meet its obligations to investors under the Notes.
FACTORS WHICH ARE MATERIAL FOR THE PURPOSE OF ASSESSING THE MARKET
RISKS ASSOCIATED WITH THE NOTES
2.

RISKS RELATED TO THE STRUCTURE OF THE NOTES

As the Issuer is a holding company, Noteholders are structurally subordinated to the
creditors of the Issuer’s subsidiaries
The Notes are the obligations of the Issuer alone. The Issuer is a holding company and the
Issuer’s subsidiaries are separate and distinct legal entities with no obligation to pay, or provide
funds in respect of, any amounts due in respect of the Issuer’s payment obligations under the
Notes.
Payments on the Notes are structurally subordinated to all existing and future liabilities and
obligations of the Issuer’s subsidiaries. Claims of creditors of such subsidiaries will have priority
as to the assets of such subsidiaries over the Issuer and its creditors, including the Noteholders.
Neither the Conditions nor the Trust Deed contain any restrictions on the ability of the Issuer or
its subsidiaries or associates to incur additional unsecured indebtedness.
The Issuer may redeem the Notes before maturity in certain circumstances, and an
investor may not be able to reinvest the redemption proceeds at as effective a rate of return
as that in respect of the Notes
The Notes may, subject as provided in Condition 6 (Redemption, purchase and options), be
redeemed before the Maturity Date at the sole discretion of the Issuer (i) at any time other than
the period starting from (and including) the date falling three months prior to the Maturity Date at
the option of the Issuer at the Optional Redemption Amount (as defined in Condition 6.4), (ii) at
any time during the three month period prior to the Maturity Date at their principal amount together
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with interest accrued but unpaid to (but excluding) the date of redemption, (iii) in the event of
certain specified events relating to taxation at their principal amount together with interest accrued
but unpaid to (but excluding) the date of redemption or (iv) in exercise of a clean-up call option by
the Issuer (in the event that, at any time after the Issue Date, 80 per cent. or more of the aggregate
principal amount of the Notes originally issued (and, for these purposes, any further securities
issued pursuant to Condition 15 (Further Issues) will be deemed to have been originally issued)
has been purchased by the Issuer (or any of its Subsidiaries) and cancelled at their principal
amount together with any interest accrued but unpaid to (but excluding) the date of redemption.
The cash paid to investors upon such a redemption may be less than the then current market
value of the Notes or the price at which investors purchased the Notes. The Issuer might be
expected to redeem the Notes when its cost of borrowing for an instrument with a comparable
structure at the time is lower than the interest payable on them. At those times, an investor
generally would not be able to reinvest the redemption proceeds at an effective interest rate as
high as the interest payable on the Notes being redeemed and may only be able to do so at a
significantly lower rate. Potential investors should consider reinvestment risk in the light of other
investments available at that time.
Modification, waivers and substitution
The Conditions contain provisions for calling meetings of Noteholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all
Noteholders including Noteholders who did not attend and vote at the relevant meeting and
Noteholders who voted in a manner contrary to the majority. The Conditions also provide that the
Trustee may, without the consent of Noteholders, agree to (i) any modification of, or to the waiver
or authorisation of any breach or proposed breach of, any of the Conditions or any of the
provisions of the Trust Deed or (ii) determine that any Event of Default shall not be treated as
such or (iii) the substitution of another company as principal debtor under the Notes in place of
the Issuer, in the circumstances described in Condition 13 (Meetings of Noteholders, modification,
waiver and substitution). A Noteholder may therefore be bound by such substitution, waivers
and/or amendments to the Conditions or the Trust Deed on which that Noteholder has not voted
or has voted against, including in circumstances where such substitution, waiver and/or
amendment could have a material adverse effect on the interests of the relevant Noteholder.
Change of law
Obligations in respect of the Notes are expressed to be governed by English law. No assurance
can be given as to the impact of any possible judicial decision or change to English law or
administrative practice after the Issue Date. Changes to English law, or to its interpretation or
application, after the Issue Date may materially and adversely affect (i) the meaning that is given
to the obligations of the Issuer and rights of the Noteholders under the Notes, (ii) the enforceability
of the Issuer’s obligations under the Notes and (iii) the treatment of the Notes, and the relative
priority of the Noteholders’ claims against the Issuer and the Group.
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3.

RISKS RELATED TO THE MARKET GENERALLY

Credit ratings may not reflect all risks
The credit ratings assigned to the Notes may not reflect the potential impact of all risks related to
structure, market, additional factors discussed above, and other factors that may affect the value
of the Notes. A credit rating is not a recommendation to buy, sell or hold securities and may be
revised or withdrawn by the rating agency at any time.
Any rating assigned to the Issuer and/or the Notes may be withdrawn entirely by a credit rating
agency, may be suspended or may be lowered, if, in that credit rating agency’s judgment,
circumstances relating to the basis of the rating so warrant. The credit rating agencies may also
revise the ratings methodologies applicable to issuers within a particular industry or political or
economic region. If credit rating agencies perceive there to be adverse changes in the factors
affecting the Issuer’s credit rating, including by virtue of change to applicable ratings
methodologies, the credit rating agencies may downgrade, suspend or withdraw the ratings
assigned to the Issuer and/or its securities, which in turn could reduce the liquidity or market value
of the Notes.
Interest rate risks
The Notes bear interest at the Interest Rate. An investment in the Notes involves the risk that
subsequent changes in market interest rates may adversely affect the value of the Notes and the
price, if any, at which securities dealers may be willing to purchase or sell the Notes in the
secondary market.
Investors must rely on the procedures of Euroclear and Clearstream, Luxembourg for
transfer, payment and communication with the Issuer
The Notes will be represented by the Global Certificate upon issue. The Global Certificate will be
registered in the name of a nominee for the Common Depositary for Euroclear and Clearstream,
Luxembourg. Except in the circumstances described in the Global Certificate, investors will not
be entitled to receive definitive Notes. Euroclear and Clearstream, Luxembourg will maintain
records of the beneficial interests in the Global Certificate. While the Notes are represented by
the Global Certificate, investors will be able to trade their beneficial interests only through
Euroclear or Clearstream, Luxembourg and will receive and provide any notices only through
Euroclear or Clearstream, Luxembourg.
While the Notes are represented by the Global Certificate, the Issuer will discharge its payment
obligations under the Notes by making payments to or to the order of the registered holder as
nominee for the Common Depositary for Euroclear or Clearstream, Luxembourg for distribution
to their accountholders. A holder of a beneficial interest in the Global Certificate must rely on the
procedures of Euroclear and Clearstream, Luxembourg to receive payments under the Notes.
The Issuer has no responsibility or liability for the records relating to, or payments made in respect
of, beneficial interests in the Global Certificate.
Investors who hold less than £100,000 may be unable to sell their Notes and may be
adversely affected if definitive Certificates are subsequently required to be issued.
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It is possible that Notes may be traded in amounts in excess of £100,000 that are not integral
multiples of £100,000. In such a case a Noteholder who, as a result of trading such amounts,
holds an amount which is less than £100,000 in his account with the relevant clearing system
would not be able to sell the remainder of such holding without first purchasing a principal amount
of Notes at or in excess of £100,000 such that its holding amounts to at least £100,000. Further,
a Noteholder who, as a result of trading such amounts, holds an amount which is less than
£100,000 in his account with the relevant clearing system at the relevant time may not receive a
definitive Certificate in respect of such holding (should definitive Certificates be printed) and would
need to purchase a principal amount of Notes at or in excess of £100,000 such that its holding
amounts to at least £100,000.
If such Certificates in definitive form are issued, Noteholders should be aware that definitive
Certificates which have a denomination that is not an integral multiple of £100,000 may be illiquid
and difficult to trade.
If an investor holds Notes which are not denominated in the investor's home currency, he
will be exposed to movements in exchange rates adversely affecting the value of his
holding.
The Issuer will pay principal and interest on the Notes in Sterling. This presents certain risks
relating to currency conversions if an investor's financial activities are denominated principally in
a currency or currency unit (the “Investor's Currency”) other than Sterling. These include the
risk that exchange rates may significantly change (including changes due to devaluation of
Sterling or revaluation of the Investor's Currency) and the risk that authorities with jurisdiction over
the Investor's Currency may impose or modify exchange controls. An appreciation in the value
of the Investor's Currency relative to Sterling would decrease (i) the Investor's Currencyequivalent yield on the Notes, (ii) the Investor's Currency equivalent value of the principal payable
on the Notes and (iii) the Investor's Currency equivalent market value of the Notes.
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DOCUMENTS INCORPORATED BY REFERENCE
This Prospectus should be read and construed in conjunction with the following documents:
(A)

the audited consolidated financial statements of the Issuer for the financial year ended
31 December 2017, together with the audit report thereon, as set out on pages 99 to 105
of the Issuer’s Annual Report and Accounts 2017 (the “Issuer’s 2017 Annual Financial
Statements”);

(B)

the audited consolidated financial statements of the Issuer for the financial year ended
31 December 2018, together with the audit report thereon, as set out on pages 98 to 105
of the Issuer’s Annual Report and Accounts 2019 (the “Issuer’s 2018 Annual Financial
Statements”);

(C)

the interim unaudited consolidated financial statements of the Issuer for the six months
ended 30 June 2018, together with the review report thereon, as set out on page 59 of
the Issuer’s Interim Statement 2018 (the “Issuer’s H12018 Interim Statement”); and

(D)

the interim unaudited consolidated financial statements of the Issuer for the six months
ended 30 June 2019, together with the review report thereon, as set out on page 67 of
the Issuer’s Interim Statement 2018 (the “Issuer’s H12019 Interim Statement”),

(together, the “Issuer’s Financial Statements”).
Such documents shall be deemed to be incorporated in, and form part of, this Prospectus, save
that any statement contained in a document which is deemed to be incorporated by reference
herein shall be deemed to be modified or superseded for the purpose of this Prospectus to the
extent that a statement contained herein modifies or supersedes such earlier statement (whether
expressly, by implication or otherwise). Any statement so modified or superseded shall not be
deemed, except as so modified or superseded, to constitute a part of this Prospectus.
Those parts of the documents incorporated by reference in this Prospectus which are not
specifically incorporated by reference in this Prospectus are either not relevant for prospective
investors in the Notes or the relevant information is included elsewhere in this Prospectus. Any
documents themselves incorporated by reference in the documents incorporated by reference in
this Prospectus shall not form part of this Prospectus.
Copies of documents incorporated by reference in this Prospectus may be obtained (without
charge) from the Issuer’s website: www.rsagroup.com. Information published on this website does
not form part of this Prospectus unless that information is incorporated by reference into this
Prospectus.
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PRESENTATION OF FINANCIAL INFORMATION
FINANCIAL INFORMATION RELATING TO THE ISSUER
The Issuer prepares its consolidated financial statements in accordance with IFRS (as endorsed
by the EU) and, unless otherwise stated, all financial information relating to the Issuer contained
or incorporated by reference in this Prospectus has been prepared in accordance with IFRS.
All financial information relating to the Issuer contained in this Prospectus, unless otherwise
stated, has been extracted from either the audited consolidated financial statements of the Issuer
as of and for the financial years ended 31 December 2018 and 31 December 2017 which are
incorporated by reference into this Prospectus, or from the unaudited consolidated interim
financial statements of the Issuer for the six months ended 30 June 2019 and 30 June 2018
contained in the Issuer’s interim statements, which are incorporated by reference into this
Prospectus.
Percentages in tables have been rounded and accordingly may not add up to 100.0 per cent.
Certain financial data have been rounded. As a result of this rounding, the totals of data presented
in this Prospectus may vary slightly from the actual arithmetic totals of such data.
ISSUER NON-IFRS MEASURE
The Issuer assesses the performance of its business using a variety of key financial measures.
One of these measures is termed a “non-IFRS measure” because it is calculated using financial
measures that are not calculated in accordance with IFRS. The non-IFRS measure discussed in
this Prospectus, and how such measure is used by the Issuer, is presented below. The Issuer
does not regard this non-IFRS measure as a substitute for equivalent measures calculated and
presented in accordance with IFRS or those calculated financial measures that are calculated in
accordance with IFRS. The non-IFRS measure presented below may not be directly comparable
to similarly-titled measures used by other companies including competitors of the Issuer.
Leverage
Leverage is a non-IFRS calculation used to illustrate the proportion of a business that is funded
by debt relative to total funding by equity and debt. Where used in this Prospectus, Leverage
means Debt divided by the sum of Debt and Equity, where Debt and Equity are defined as follows:
Debt means in respect of the Group, at any time, the aggregate of the following liabilities as
detailed in the Issuer’s Financial Statements:
(A)

all Borrowings less the amount of bank overdrafts reported in Borrowings;

(B)

any Preference shares;

(C)

any Tier 1 notes; and

(D)

Loan capital.
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Equity means in respect of the Group, at any time, the aggregate of the following items, as
detailed in the Issuer’s Financial Statements:
(A)

Shareholders’ equity; plus

(B)

any Non-controlling interests; less

(C)

any Preference shares.

Since all entities do not calculate leverage in the same way, the presentation of Leverage may
not be consistent with similar measures used by other companies. The Issuer believes that the
presentation of Leverage provides a helpful measure of the relative level of the Group’s
indebtedness.
By way of an example, Debt and Equity for the six months ended 30 June 2019 are calculated as
follows:
Debt means in respect of the Group, as at 30 June 2019, the aggregate of the following liabilities
as detailed in the Issuer’s H12019 Financial Statement:
(A)

all Borrowings (as detailed on page 46 of the Issuer’s H12019 Interim Statement) less the
amount of bank overdrafts reported in Borrowings (as detailed in note 11 on page 60 of
the Issuer’s H12019 Interim Statement);

(B)

any Preference shares (as detailed on page 45 of the Issuer’s H12019 Interim Statement);

(C)

any Tier 1 notes (as detailed on page 45 of the Issuer’s H12019 Interim Statement); and

(D)

Loan capital (as detailed on page 46 of the Issuer’s H12019 Interim Statement).

Equity means in respect of the Group, as at 30 June 2019, the aggregate of the following items,
as detailed in the condensed consolidated statement of changes in equity on page 45 of the
Issuer’s H12019 Interim Statement:
(A)

Shareholders’ equity; plus

(B)

any Non-controlling interests; less

(C)

any Preference shares.
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TERMS AND CONDITIONS OF THE NOTES
The following is the text of the terms and conditions of the Notes (as defined below) that, save for
the text in italics, shall be applicable to the Certificates (as defined below) in definitive form (if
any) issued in exchange for the Global Certificate representing the Notes. The full text of these
terms and conditions shall be endorsed on the Certificates relating to such Notes. Provisions in
italics do not form part of the Conditions.
The GBP 350,000,000 Senior 1.625 per cent. Notes due 2024 (the “Notes”) of RSA Insurance
Group plc (the “Issuer”) are constituted by a trust deed dated 28 August 2019 (as modified and/or
supplemented from time to time, the “Trust Deed”) between the Issuer and Citicorp Trustee
Company Limited (the “Trustee”, which expression shall include all persons for the time being the
trustee or trustees under the Trust Deed) as trustee for the holders of the Notes.
These terms and conditions (the “Conditions”) include summaries of, and are subject to, the
detailed provisions of the Trust Deed, which includes the forms of the Certificates referred to
below. An agency agreement dated 28 August 2019 (as modified and/or supplemented from time
to time, the “Agency Agreement”) has been entered into in relation to the Notes between the
Issuer, the Trustee, Citigroup Global Markets Europe AG as registrar, Citibank, N.A., London
Branch as principal paying agent and as transfer agent and the other paying agents named in it.
The principal paying agent, the other paying agents, the registrar and the transfer agent for the
time being (if any) under the Agency Agreement are referred to below respectively as the
“Principal Paying Agent”, the “Paying Agents” (which expression shall include the Principal
Paying Agent), the “Registrar” and the “Transfer Agent”.
Copies of the Trust Deed and the Agency Agreement are available for inspection during normal
business hours by the Noteholders at the specified offices of the Paying Agents and the Transfer
Agent.
The Noteholders are entitled to the benefit of, are bound by, and are deemed to have notice of,
all the provisions of the Trust Deed and are deemed to have notice of each of the provisions of
the Agency Agreement applicable to them.
The owners shown in the records of each of Euroclear Bank S.A./N.V. and Clearstream Banking,
S.A. of book-entry interests in Notes are entitled to the benefit of, are bound by, and are deemed
to have notice of, all the provisions of the Trust Deed and are deemed to have notice of each of
the provisions of the Agency Agreement applicable to them.
Capitalised terms and expressions used in these Conditions but not otherwise defined herein
shall, unless the context requires otherwise, have the meanings given to them in the Trust Deed.
1.

Form, Denomination and Title

1.1

Form and denomination
The Notes are issued in registered form in minimum denominations of GBP 100,000 and
integral multiples of GBP 1,000 in excess thereof. A note certificate (each a “Certificate”)
will be issued to each Noteholder in respect of its registered holding of Notes. Each
Certificate will be numbered serially with an identifying number which will be recorded on
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the relevant Certificate and in the register of Noteholders that the Issuer will procure to
be kept by the Registrar (the “Register”).
1.2

Title
Title to the Notes passes only by registration in the Register. The holder of any Note will
(except as ordered by a court of competent jurisdiction or as otherwise required by
applicable law and regulation) be treated as its absolute owner for all purposes (whether
or not it is overdue and regardless of any notice of ownership, trust or any interest or any
writing on, or the theft or loss of, the Certificate issued in respect of it) and no person will
be liable for so treating the holder. In these Conditions, “Noteholder” and (in relation to
a Note) “holder” means the person in whose name a Note is registered in the Register.

2.

Transfers of Notes and issue of Certificates

2.1

Transfers
A Note may be transferred by depositing the Certificate issued in respect of that Note,
with the form of transfer on the back duly completed and signed, at the specified office of
the Transfer Agent.
In the case of a transfer of part only of a holding of Notes represented by one Certificate,
a new Certificate shall be issued to the transferee in respect of the part transferred and a
further new Certificate in respect of the balance of the holding not transferred shall be
issued to the transferor.
New Certificates shall only be issued against surrender of the existing Certificates to the
Transfer Agent. In the case of a transfer of Notes to a person who is already a holder of
Notes, a new Certificate representing the enlarged holding shall only be issued against
surrender of the Certificate representing the existing holding.

2.2

Delivery of new Certificates
Each new Certificate to be issued upon a transfer of Notes will, within five (5) Business
Days of receipt by the Transfer Agent of the duly completed form of transfer endorsed on
the relevant Certificate, be mailed by uninsured mail at the risk of the holder entitled to
the Note to the address specified in the form of transfer.
Where some but not all of the Notes in respect of which a Certificate is issued are to be
transferred, a new Certificate in respect of the balance of Notes not so transferred will,
within five (5) Business Days of receipt by the Transfer Agent of the original Certificate,
be mailed by uninsured mail at the risk of the Noteholder not so transferred to the address
of such holder appearing on the Register or as specified in the form of transfer.

2.3

Formalities free of charge
Registration of transfer of any Notes will be effected without charge by or on behalf of the
Issuer or the Transfer Agent but upon payment (or the giving of such indemnity as the
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Issuer or the Transfer Agent may reasonably require) in respect of any tax or other
governmental charges which may be imposed in relation to such transfer.
2.4

Closed periods
No Noteholder may require the transfer of a Note to be registered:

2.5

(A)

after any such Note has been called for redemption; or

(B)

during the period from (and including) any Record Date to (and including) the
relevant Interest Payment Date.

Regulations
All transfers of Notes and entries on the Register will be made subject to the detailed
regulations concerning transfer of Notes scheduled to the Agency Agreement. The
regulations may be changed by the Issuer with the prior written approval of the Registrar
and the Trustee. A copy of the current regulations will be mailed (free of charge) by the
Registrar to any Noteholder who requests one.

3.

Status of the Notes
The Notes constitute direct, unsubordinated and (subject to Condition 4 (Negative
pledge)) unsecured obligations of the Issuer and rank pari passu and without any
preference among themselves. The payment obligations of the Issuer under the Notes
shall, save for such exceptions as may be provided by applicable law and regulation and
subject to Condition 4 (Negative pledge), at all times rank at least equally with all other
unsecured and unsubordinated indebtedness and monetary obligations of the Issuer,
present and future.

4.

Negative pledge
So long as any of the Notes remains outstanding (as defined in the Trust Deed) the Issuer
shall not create or have outstanding any mortgage, charge, pledge, lien or other
encumbrance (a “Security Interest”) (other than any arising by operation of law) upon
the whole or any part of its undertaking or assets present or future, to secure any Relevant
Indebtedness or to secure any guarantee or indemnity in respect thereof unless: (i)
simultaneously with, or prior to, the creation of such Security Interest, the Issuer secures
the Notes equally and rateably therewith to the satisfaction of the Trustee; (ii) the Issuer
provides such other security therefor as the Trustee in its absolute discretion determines
to be not materially less beneficial to the Noteholders; or (iii) as otherwise may be
approved by an Extraordinary Resolution.
For the purposes of this Condition 4 (Negative pledge):
“Relevant Indebtedness” means any Indebtedness which is in the form of, or
represented or evidenced by, bonds, notes, debentures, loan stock or other securities
which, with the agreement of the Issuer, are quoted, listed, dealt in or traded on a stock
exchange or over-the-counter or other recognised securities market, other than (i)
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Indebtedness which has a stated maturity not exceeding one year or (ii) any Indebtedness
which comprises Non-Recourse Borrowings.
5.

Interest

5.1

Interest Rate and Interest Payment Dates
Each Note bears interest on its outstanding principal amount from (and including) the
Issue Date at the rate of 1.625 per cent. per annum (the “Interest Rate”).
Interest shall be payable on the Notes annually in arrear on 28 August of each year from
(and including) 28 August 2019 up to (but excluding) the Maturity Date (each an “Interest
Payment Date”). The first payment of interest (representing a full year’s interest) will be
made on 28 August 2020. Thereafter, payment shall be made for each successive period
from (and including) an Interest Payment Date to (but excluding) the next Interest
Payment Date.

5.2

Interest accrual
Interest shall cease to accrue on each Note from (and including) the due date for
redemption thereof pursuant to Condition 6 (Redemption, purchase and options) unless,
upon due surrender or presentation (where required or otherwise), payment is improperly
withheld or refused, in which event interest shall continue to accrue (in each case, both
before and after judgment) as provided in the Trust Deed.

5.3

Calculation of interest
Interest in respect of any Note shall be calculated per Calculation Amount and shall be
equal to the product of the Calculation Amount, the Interest Rate and the Day Count
Fraction for the relevant period, rounding the resultant figure to the nearest penny (half a
penny being rounded upwards). The amount of interest payable in respect of a Note shall
be the aggregate of the amounts (calculated as aforesaid) for each Calculation Amount
comprising the denomination of the Note.
For the purposes of this Condition 5.3 (Calculation of interest):
“Day Count Fraction” means, in respect of the calculation of an amount of interest in
respect of any Note for any period of time from and including the date from which interest
begins to accrue to but excluding the date on which it falls due (the “Calculation Period”):
(A)

if the Calculation Period is equal to or shorter than the Determination Period
during which it falls, the number of days in the Calculation Period divided by the
product of (x) the number of days in such Determination Period and (y) the
number of Determination Periods normally ending in any year; and

(B)

if the Calculation Period is longer than one Determination Period, the day count
fraction shall be the sum of:
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(i)

the number of days in such Calculation Period falling in the Determination
Period in which it begins divided by the product of (x) the number of days
in such Determination Period and (y) the number of Determination
Periods normally ending in any year; and

(ii)

the number of days in such Calculation Period falling in the next
Determination Period divided by the product of (x) the number of days in
such Determination Period and (y) the number of Determination Periods
normally ending in any year,

where:
“Determination Date” means 28 August; and
“Determination Period” means the period from and including a Determination Date in
any year to but excluding the next Determination Date.
6.

Redemption, purchase and options

6.1

Final redemption
Unless previously redeemed or purchased and cancelled as provided below, each Note
shall be finally redeemed on the Maturity Date specified hereon at its principal amount
together with any accrued but unpaid interest thereon to (but excluding) the Maturity Date.

6.2

Redemption following a Tax Event
If:
(A)

as a result of any change in or proposed change in, or amendment or proposed
amendment to, the laws or regulations of a Relevant Jurisdiction, including any
treaty to which a Relevant Jurisdiction is a party, or any change in the application
or official or generally published interpretation of such laws, including a decision
of any court or tribunal, or any interpretation or pronouncement by any relevant
tax authority that provides for a position with respect to such laws or regulations
that differs from the previously generally accepted position in relation to similar
transactions (a “Tax Event”), which change or amendment becomes, or would
become, effective: (i) in the case of a change in law, if such change is enacted;
or (ii) in the case of a proposed change in law, if such change is enacted or is
expected to be enacted, in each case by UK Act of Parliament or by Statutory
Instrument (where the Relevant Jurisdiction is the United Kingdom) or equivalent
action (where the Relevant Jurisdiction is not the United Kingdom) on or after the
Issue Date, in making any payments on or in connection with the Notes, the
Issuer has paid or will or would on the next Interest Payment Date be required to
pay Additional Amounts; and

(B)

the effect of the foregoing cannot be avoided by the Issuer taking reasonable
measures available to it,
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the Issuer may at its option (without any requirement for the consent or approval of the
Noteholders) and having given not less than thirty (30) nor more than sixty (60) days’
notice to the Noteholders in accordance with Condition 12 (Notices) (which notice shall
be irrevocable and shall specify the date fixed for redemption), redeem all (but not some
only) of the Notes at their principal amount outstanding together with any accrued and
unpaid interest to (but excluding) the date of redemption, provided that no such notice of
redemption shall be given earlier than ninety (90) days prior to the earliest date on which
the Issuer would be obliged to pay such Additional Amounts.
Prior to the publication of any notice of redemption pursuant to this Condition 6.2, the
Issuer shall deliver to the Trustee a certificate signed by two (2) Directors or other
Authorised Signatories (as defined in the Trust Deed) of the Issuer stating that the
relevant requirement or circumstance referred to above applies and the Trustee shall be
entitled to accept such certificate as sufficient evidence of the satisfaction of the
conditions precedent set out above in which event it shall be conclusive and binding on
the Trustee and the Noteholders.
6.3

Par redemption at the option of the Issuer
The Issuer may at its option (without any requirement for the consent or approval of the
Noteholders) and having given not less than fifteen (15) nor more than thirty (30) days’
notice to the Noteholders in accordance with Condition 12 (Notices) (which notice shall
be irrevocable and shall specify the date fixed for redemption), redeem all (but not some
only) of the Notes at their principal amount outstanding together with any accrued but
unpaid interest thereon to (but excluding) the date of redemption, provided that the date
fixed for redemption pursuant to this Condition 6.3 (Par redemption at the option of the
Issuer) shall fall within the period starting from (and including) the date falling three (3)
months prior to the Maturity Date and to (but excluding) the Maturity Date.
All Notes in respect of which any such notice is given shall be redeemed on the date that
is fixed for redemption pursuant to this Condition 6.3 (Par redemption at the option of the
Issuer).

6.4

Optional Redemption Amount redemption at the option of the Issuer
The Issuer may at its option (without any requirement for the consent or approval of the
Noteholders) and having given not less than fifteen (15) nor more than thirty (30) days’
notice to the Noteholders in accordance with Condition 12 (Notices) (which notice shall
be irrevocable and shall specify the date fixed for redemption (the “Optional Redemption
Date”)), redeem all (but not some only) of the Notes. Any such redemption of Notes shall
be at their Optional Redemption Amount together with interest accrued to (but excluding)
the Optional Redemption Date. The Issuer shall not be entitled to exercise its option to
redeem the Notes pursuant to this Condition 6.4 (Optional Redemption Amount
redemption at the option of the Issuer) during the period starting from (and including) the
date falling three (3) months prior to the Maturity Date and to (but excluding) the Maturity
Date.
All Notes in respect of which any such notice is given shall be redeemed on the Optional
Redemption Date.
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For the purposes of this Condition 6.4 (Optional Redemption Amount redemption at the
option of the Issuer):
“Gross Redemption Yield” on the Notes and on the Reference Bond will be expressed
as a percentage and will be calculated by an Independent Adviser on the basis indicated
by the United Kingdom Debt Management Office in the paper “Formulae for Calculating
Gilt Prices from Yields” page 5, Section one: Price/Yield Formulae “Conventional Gilts;
Double-dated and Undated Gilts with Assumed (or Actual) Redemption on a QuasiCoupon Date” (as published on 8 June 1998 and updated on 15 January 2002 and 16
March 2005 and as further amended or supplemented from time to time) on a semi-annual
compounding basis (converted to an annualised yield and rounded up (if necessary) to
four decimal places);
“Independent Adviser” means an independent financial institution of international repute
or an independent financial adviser with appropriate expertise, in each case appointed by
the Issuer at its own expense;
“Optional Redemption Amount” means an amount equal to the principal amount
outstanding of the Notes multiplied by the Redemption Percentage (rounding the resulting
figure to the nearest penny, half a penny being rounded upwards);
“Redemption Margin” means 0.20 per cent.;
“Redemption Percentage” means the greater of:
(A)

100 per cent.; and

(B)

the price (expressed as a percentage and rounded to three decimal places, with
0.0005 being rounded upwards), as reported in writing to the Issuer and the
Trustee by an Independent Adviser, at which the Gross Redemption Yield
(determined by reference to the mid-market price) on the Notes on the Requisite
Date is equal to the Reference Bond Redemption Rate;

“Reference Bond” means 1.00 per cent. Treasury Stock due 22 April 2024 (ISIN
GB00BFWFPL34), or if such stock is no longer in issue such other United Kingdom
government stock as the Trustee and the Issuer (with the advice of an Independent
Adviser) may determine as having an actual or interpolated maturity comparable with the
remaining term of the Notes that would be utilised, at the time of selection and in
accordance with customary financial practice, in pricing new issues or corporate debt
securities denominated in Sterling and of a comparable maturity to the remaining term of
the Notes.
“Reference Bond Redemption Rate” means: (i) the Gross Redemption Yield on the
Reference Bond (determined by reference to the mid-market price) at 11.00 a.m. (London
time) on the Requisite Date; or (ii) if, for any reason, the Gross Redemption Yield on the
Reference Bond is not capable of determination as provided in paragraph (i) above, such
other rate as shall be determined by an Independent Adviser to be appropriate (in each
case) plus the Redemption Margin; and
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“Requisite Date” means the date which is two (2) Business Days prior to the Optional
Redemption Date.
6.5

Clean-up redemption at the option of the Issuer
If, at any time after the Issue Date, eighty (80) per cent. or more of the aggregate principal
amount of the Notes originally issued (and, for these purposes, any further Notes issued
pursuant to Condition 15 (Further Issues) and being consolidated so as to form a single
series with the Notes will be deemed to have been originally issued) has been purchased
by the Issuer or any of its Subsidiaries and cancelled, then the Issuer may, at its option
(without any requirement for the consent or approval of the Noteholders) and having given
not less than thirty (30) nor more than sixty (60) days' notice to the Noteholders in
accordance with Condition 12 (Notices) (which notice shall be irrevocable and shall
specify the date fixed for redemption), redeem all (but not some only) of the Notes at any
time at their principal amount outstanding together with any accrued and unpaid interest
to (but excluding) the date of redemption.
All Notes in respect of which any such notice is given shall be redeemed on the date that
is fixed for redemption pursuant to this Condition 6.5 (Clean-up redemption at the option
of the Issuer).

6.6

Purchases
The Issuer or any of its Subsidiaries may at any time purchase Notes in any manner and
at any price. All Notes purchased by or on behalf of the Issuer or any of its Subsidiaries
may be held, reissued, resold or, at the option of the Issuer and the relevant purchaser,
surrendered for cancellation to the Principal Paying Agent, but whilst held may not be
treated as outstanding for various purposes set out in the Trust Deed.

6.7

Cancellations
All Notes redeemed by the Issuer and all Notes purchased and surrendered for
cancellation pursuant to Condition 6.6 (Purchases) will forthwith be cancelled. Any Notes
so surrendered for cancellation pursuant to Condition 6.6 (Purchases) may not be
reissued or resold and the obligations of the Issuer in respect of any such Notes shall be
discharged.

6.8

Notices final
Any notice of redemption referred to in Conditions 6.2 (Redemption following a Tax
Event), 6.3 (Par redemption at the option of the Issuer), 6.4 (Optional Redemption Amount
redemption at the option of the Issuer) or 6.5 (Clean-up redemption at the option of the
Issuer) above shall be irrevocable, and on the redemption date specified in such notice
the Issuer shall be bound to redeem the Notes in accordance with the terms of the
relevant Condition.
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6.9

Trustee not obliged to monitor
The Trustee shall not be under any duty to monitor whether any event or circumstance
has happened or exists for the purposes of this Condition 6 (Redemption, purchase and
options) and will not be responsible to Noteholders for any loss arising from any failure
by it to do so. Unless and until the Trustee has received express notice of the occurrence
of any event or circumstance within this Condition 6 (Redemption, purchase and options),
it shall be entitled to assume that no such event or circumstance has happened or exists.

6.10

Multiple notices
If more than one notice of redemption is given pursuant to this Condition 6 (Redemption,
purchase and options), the first of such notices to be given shall prevail.

7.

Payments

7.1

Payments in respect of Notes
Payment of principal, premium and interest on any Note will be made to the person (or
the first named person in the case of joint holders) in whose name the Notes are
registered in the Register at the opening of business in the place of the Registrar’s
specified office on the fifteenth (15th) day before the due date for such payment (the
“Record Date”). Payments will be made by wire transfer of immediately available funds,
if the registered holder of the Note has provided wiring instructions no later than the
Record Date, or otherwise by cheque mailed to the address of the registered holder of
the Note as it appears in the Register at the opening of business on the Record Date.
Payments of principal and premium, and payments of interest due at the time of
redemption of the Notes, will only be made against surrender of the relevant Certificate
at the specified office of any of the Paying Agents.

7.2

Payments subject to applicable laws
Payments will be subject in all cases to: (i) any applicable fiscal or other laws and
regulations in the place of payment, or other laws and regulations to which the Issuer or
its respective Paying Agents agree to be subject, and the Issuer will not be liable for any
taxes or duties of whatever nature imposed or levied by such laws, regulations or
agreements (but without prejudice to the provisions of Condition 8 (Taxation)); and (ii) any
withholding or deduction imposed or required pursuant to Sections 1471 through 1474 of
the U.S. Internal Revenue Code of 1986 (the “Code”), any current or future regulations
or official interpretations thereof, any agreements entered into pursuant to Section
1471(b) of the Code, or any fiscal or regulatory legislation, rules or practices adopted
pursuant to any intergovernmental agreement entered into in connection with the
implementation of such Sections of the Code (or any law implementing such an
intergovernmental agreement) (a “FATCA Withholding Tax”), and the Issuer will not be
required to pay Additional Amounts on account of any FATCA Withholding Tax.

7.3

No commissions

49

No commissions or expenses shall be charged to the Noteholders in respect of any
payments made in accordance with this Condition 7 (Payments).
7.4

Payment on Business Days
Where payment is to be made by transfer to a registered account, payment instructions
(for value the due date or, if that is not a Business Day, for value the first following day
which is a Business Day) will be initiated on the Business Day preceding the due date for
payment or, in the case of a payment of principal, or of a payment of interest due at the
time of redemption of the Notes, if later, on the Business Day on which the relevant
Certificate is surrendered at the specified office of a Paying Agent.
Noteholders will not be entitled to any interest or other payment for any delay after the
due date in receiving the amount due if the due date is not a Business Day or if the
Noteholder is late in surrendering its Certificate (in circumstances in which it is required
to do so).

7.5

Partial payments
If the amount of principal or interest due on the Notes is not paid in full, the Registrar will
annotate the Register with a record of the amount of principal or interest in fact paid.

7.6

Agents
The names of the initial Paying Agents and their initial specified offices are set out at the
end of these Conditions. The Issuer reserves the right, subject to the prior written
approval of the Trustee, at any time to vary or terminate the appointment of any Agent
and to appoint additional or other Agents, provided that they will at all times maintain:
(A)

a Principal Paying Agent;

(B)

a Paying Agent (which may be the Principal Agent) having a specified office in
continental Europe; and

(C)

a Registrar.

Notice of any termination or appointment and of any changes in specified offices of any
of the Agents will be given to the Noteholders promptly by the Issuer in accordance with
Condition 12 (Notices).
8.

Taxation

8.1

Payment without withholding
All payments in respect of the Notes by or on behalf of the Issuer shall be made without
withholding or deduction for, or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature (“Taxes”) imposed or levied
by or on behalf of the Relevant Jurisdiction unless the withholding or deduction of the
Taxes is required by law or regulation. In any such event, the Issuer will pay such
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additional amounts (“Additional Amounts”) as may be necessary in order that the net
amounts received by the Noteholders after the withholding or deduction shall equal the
respective amounts that would have been received in respect of the Notes in the absence
of the withholding or deduction; except that no Additional Amounts shall be payable in
relation to any payment in respect of any Note:
(A)

the holder of which is liable to the Taxes in respect of the Note by reason of his
having some connection with the Relevant Jurisdiction other than the mere
holding of the Note; or

(B)

in circumstances where such withholding or deduction would not be required if
the holder or any person acting on his behalf had obtained and/or presented any
form or certificate or had made a declaration of non-residence or similar claim for
exemption to the relevant tax authority upon the making of which the holder would
have been able to avoid such withholding or deduction; or

(C)

surrendered or presented for payment (where surrender or presentation is
required) more than thirty (30) days after the Relevant Date except to the extent
that a holder would have been entitled to Additional Amounts on surrendering or
presenting the same for payment on the last day of the period of thirty (30) days
assuming (whether or not such is in fact the case) that day to have been a
Business Day.

Notwithstanding the above, any amounts to be paid by the Issuer on the Notes will be
paid net of any deduction or withholding imposed or required pursuant to any FATCA
Withholding Tax, and the Issuer will not be required to pay any Additional Amounts on
account of any FATCA Withholding Tax.
8.2

Additional Amounts
Any reference in these Conditions to any amounts payable in respect of the Notes shall
be deemed also to refer to any Additional Amounts that may be payable under this
Condition or under any undertakings given in addition to, or in substitution for, this
Condition pursuant to the Trust Deed.

9.

Prescription
Claims in respect of principal, premium and interest will become prescribed unless made
within ten (10) years (in the case of principal and premium) and five (5) years (in the case
of interest) from the Relevant Date.

10.

Events of Default and Enforcement

10.1

Events of Default
If any of the following events occurs, the Trustee at its discretion may, and if so requested
by Noteholders of at least one-quarter in principal amount of the Notes then outstanding
or if so directed by an Extraordinary Resolution shall, subject in each case to being
indemnified and/or secured and/or prefunded to its satisfaction (but, in the case of the
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occurrence of any of the events mentioned in paragraphs (B), (D), (E) and/or (G) below,
only if the Trustee shall first have certified in writing that such event is, in its opinion,
materially prejudicial to the interests of the Noteholders), give notice to the Issuer that the
Notes are, and the Notes shall immediately become, due and payable at their principal
amount outstanding together with accrued and unpaid interest thereon:
(A)

if default is made by the Issuer for a period of fourteen (14) days or more in the
payment of any interest, principal or premium due in respect of the Notes or any
of them; or

(B)

if default is made by the Issuer in the performance or observance of any
obligation, condition or provision binding upon it under the Notes or the Trust
Deed (other than any obligation for the payment of any principal, premium or
interest due in respect of the Notes or any of them) and, except where such
default is, in the opinion of the Trustee, not capable of remedy (when no such
continuation or notice as is hereinafter mentioned will be required), such default
continues for thirty (30) days (or such longer period as the Trustee may at its
discretion permit) after written notice thereof has been given by the Trustee to the
Issuer requiring the same to be remedied; or

(C)

if an order is made or an effective resolution is passed for the winding-up of, or
an administration order is made in relation to, the Issuer; or

(D)

if the Issuer stops or threatens to stop payment to its creditors generally or ceases
or threatens through an official action of its board of directors to cease to carry
on its business or substantially the whole of its business (except for the purposes
of, or in connection with, a reconstruction, reorganisation or amalgamation the
terms of which have previously been approved in writing by the Trustee or by an
Extraordinary Resolution); or

(E)

if an encumbrancer takes possession or an administrative or other receiver or an
administrator is appointed in respect of the whole or any substantial part of the
undertaking, property and assets of the Issuer or if a distress or execution is
levied or enforced upon or sued out against the whole or any substantial part of
the chattels or property of the Issuer and, in the case of any of the foregoing
events, is not discharged within sixty (60) days or such longer period as the
Trustee may at its discretion permit; or

(F)

if the Issuer is unable to pay its debts within the meaning of Section 123(2) of the
Insolvency Act 1986; or

(G)

if any Indebtedness, other than any Indebtedness which comprises NonRecourse Borrowings of the Issuer, is not paid on its due date (as extended by
any applicable grace period and following a demand therefor or, in the case of
Indebtedness that is payable on demand, is not paid within five (5) Business Days
of such demand) or is declared to be, or automatically becomes, due and payable
prior to its stated maturity by reason of an event of default, or if any guarantee or
indemnity in respect of Indebtedness of any third party given by the Issuer is not
honoured when due and called upon provided that the aggregate amount of the
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relevant Indebtedness, guarantees and indemnities in respect of which one of the
events mentioned above in this paragraph (G) has occurred, is at least equal to
whichever is the greater of (i) £25,000,000 and (ii) such amount in Sterling as is
equal to 0.5 per cent. of Adjusted Capital and Reserves (or, in each case, its
equivalent in any other currency or currencies) and, in any such case, the liability
of the Issuer to make payment is not being contested in good faith.
For the purposes of this Condition 10.1 (Events of Default):
“Adjusted Capital and Reserves” means the aggregate of:
(A)

the amount paid up or credited as paid up on the share capital of the Issuer; and

(B)

the total of the capital and revenue reserves of the Issuer and its Subsidiaries,
including any share premium account, capital redemption reserve and credit
balance on the profit and loss account, but excluding sums set aside for taxation
and amounts attributable to minority interests and deducting any debit balance
on the profit and loss account,

all as shown in the then latest audited consolidated balance sheet and profit and loss
account of the Issuer prepared in accordance with generally accepted accounting
principles in the United Kingdom, but adjusted as may be necessary in respect of any
variation in the paid up share capital or share premium account of the Issuer since the
date of that balance sheet and further adjusted as may be necessary to reflect any change
since the date of that balance sheet in the Subsidiaries of the Issuer. A certificate signed
by two Directors or other Authorised Signatories (as defined in the Trust Deed) of the
Issuer as to the amount of the Adjusted Capital and Reserves at any given time shall, in
the absence of manifest error, be conclusive and binding on all parties.
10.2

Enforcement
The Trustee may, at any time, at its discretion and without notice, institute such
proceedings and/or take such other action or steps against the Issuer as it may think fit
to enforce any term or Condition binding on the Issuer under the Trust Deed or the Notes.
The Trustee shall not be bound to institute any such proceedings against the Issuer to
enforce the terms of the Trust Deed, the Notes or take any other action under or pursuant
to the Trust Deed unless:
(A)

it shall have been so directed by an Extraordinary Resolution or requested in
writing by the holders of at least one-quarter in principal amount of the Notes then
outstanding; and

(B)

it shall have been indemnified and/or secured and/or prefunded to its satisfaction.

No Noteholder shall be entitled to proceed directly against the Issuer or to institute
proceedings for the winding-up or claim in the liquidation of the Issuer or to prove in such
winding-up unless the Trustee, having become so bound to proceed or being able to
prove in such winding-up or claim in such liquidation, fails to do so within a 60 day period
and such failure shall be continuing, in which case the Noteholder shall have only such
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rights against the Issuer as those which the Trustee is entitled to exercise as set out in
this Condition 10.2 (Enforcement).
11.

Replacement of Certificates
If any Certificate is lost, stolen, mutilated, defaced or destroyed it may be replaced at the
specified office of the Registrar upon payment by the claimant of the expenses incurred
in connection with the replacement and on such terms as to evidence and indemnity as
the Issuer may reasonably require. Mutilated or defaced Certificates must be surrendered
before replacements will be issued.

12.

Notices
All notices to the Noteholders will be valid if mailed to them at their respective addresses
in the Register maintained by the Registrar. The Issuer shall also ensure that notices are
duly given or published in a manner which complies with the rules and regulations of any
stock exchange on which the Notes are for the time being listed. Any notice shall be
deemed to have been given on the second (2nd) day after being so mailed or on the date
of publication or, if so published more than once or on different dates, on the date of the
first publication.

13.

Meetings of Noteholders, modification, waiver and substitution

13.1

Meetings of Noteholders
The Trust Deed contains provisions for convening meetings of the Noteholders to
consider any matter affecting their interests, including the modification or abrogation by
Extraordinary Resolution of any of these Conditions or any of the provisions of the Trust
Deed. Such a meeting may be convened by the Issuer, the Trustee or Noteholders
holding not less than ten (10) per cent. in principal amount of the Notes for the time being
outstanding. The quorum at any meeting for passing an Extraordinary Resolution will be
one (1) or more persons present holding or representing more than fifty (50) per cent. in
principal amount of the Notes for the time being outstanding, or at any adjourned such
meeting one (1) or more persons present whatever the principal amount of the Notes held
or represented by it or them, except that, at any meeting the business of which includes
the modification or abrogation of certain of the provisions of these Conditions and certain
of the provisions of the Trust Deed, the necessary quorum for passing an Extraordinary
Resolution will be one (1) or more persons present holding or representing not less than
two-thirds, or at any adjourned such meeting not less than one-third, of the principal
amount of the Notes for the time being outstanding. An Extraordinary Resolution passed
at any meeting of the Noteholders will be binding on all Noteholders, whether or not they
are present at the meeting.
The Trust Deed also provides that: (i) a written resolution executed; or (ii) consent given
by way of electronic consents through the relevant clearing system(s) (in a form
satisfactory to the Trustee), in each case by or on behalf of the holders of seventy-five
(75) per cent. in principal amount of the Notes for the time being outstanding who would
have been entitled to vote upon it if it had been proposed at a meeting at which they were
present shall take effect as if it were an Extraordinary Resolution.
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13.2

Modification, waiver, authorisation and determination
The Trustee may, without the consent of the Noteholders: (i) agree to any modification of
any of these Conditions or any of the provisions of the Trust Deed (except as mentioned
in the Trust Deed), provided that any such modification is not, in the opinion of the Trustee,
materially prejudicial to the interests of the Noteholders; (ii) agree to the waiver or
authorisation of any breach, or proposed breach, of any of these Conditions or any of the
provisions of the Trust Deed, provided that any such waiver or authorisation is not, in the
opinion of the Trustee, materially prejudicial to the interests of the Noteholders; (iii) agree
to any modification of these Conditions or any of the provisions of the Trust Deed which
is, in the opinion of the Trustee, of a formal, minor or technical nature or to correct a
manifest error; (iv) agree to any modification of these Conditions or any of the provisions
of the Trust Deed in order to comply with mandatory provisions of the law of the jurisdiction
in which the Issuer is incorporated; or (v) determine that any Event of Default shall not be
treated as such provided that any such determination is not, in the opinion of the Trustee,
materially prejudicial to the interests of the Noteholders.

13.3

Substitution
If requested by the Issuer, the Trustee may, without the consent of the Noteholders, agree
with the Issuer to the substitution in place of the Issuer (or of any previous Substitute
Obligor under this Condition) as the principal debtor under the Trust Deed of: (i) any
Subsidiary or any holding company (as defined in Section 1159 of the Companies Act
2006) of the Issuer; or (ii) a successor in business to the Issuer (each a “Substitute
Obligor”), in each case provided that:
(A)

the Trustee is satisfied that the interests of the Noteholders will not be materially
prejudiced by the substitution;

(B)

(unless a successor in business of the Issuer is the Substitute Obligor) either:

(C)

(i)

if the Notes have been rated by one or more Rating Agencies at the
request of the Issuer and one or more of such ratings continue to be
maintained immediately prior to such substitution, each relevant Rating
Agency confirms to the Issuer or announces that such substitution will
not result in a withdrawal or downgrade of the credit rating it has assigned
to the Notes immediately prior to such substitution or the placing of any
such rating on creditwatch or review with a negative outlook; or

(ii)

the obligations of the Substitute Obligor under the Trust Deed and the
Notes are guaranteed by the Issuer (or, if applicable, a successor in
business of the Issuer) on an unsubordinated basis and in a form and
manner satisfactory to the Trustee, and such guarantor shall not exercise
rights of subrogation or contribution against the Substitute Obligor
without the consent of the Trustee;

a supplemental trust deed is executed or some other form of undertaking is given
by the Substitute Obligor in form and manner satisfactory to the Trustee, agreeing
to be bound by the terms of the Trust Deed and the Notes, with any consequential
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amendments which the Trustee may determine to be appropriate, as fully as if
the relevant Substitute Obligor had been named in the Trust Deed and on the
Notes as the principal debtor in place of the Issuer (or of any previous Substitute
Obligor, as the case may be);

13.4

(D)

if two directors of the Substitute Obligor or other officers acceptable to the Trustee
shall certify that the Substitute Obligor is solvent at the time at which the said
substitution is proposed to be effected (upon which certification the Trustee may
rely absolutely and shall not be bound to have regard to the financial condition,
profits or prospects of the Substitute Obligor or to compare the same with those
of the Issuer);

(E)

(without prejudice to the generality of sub-paragraph (A) above) the Trustee may
in the event of such substitution agree, without the consent of the Noteholders,
to a change in the law governing the Trust Deed and/or the Notes, provided that
such change would not in the opinion of the Trustee be materially prejudicial to
the interests of the Noteholders; and

(F)

if the Substitute Obligor is, or becomes, subject generally to the taxing jurisdiction
of a territory or any authority of or in that territory with power to tax (the
“Substituted Territory”) other than the territory of the taxing jurisdiction of which
(or to any such authority of or in which) the Issuer is subject generally (the
“Issuer's Territory”) the Substitute Obligor will (unless the Trustee otherwise
agrees) give to the Trustee an undertaking satisfactory to the Trustee in terms
corresponding to Condition 8 (Taxation).

Trustee to have regard to interests of Noteholders as a class
In connection with the exercise by it of any of its trusts, powers, authorities and discretions
(including, without limitation, any modification, waiver, authorisation, determination or
substitution of obligor), the Trustee shall have regard to the general interests of the
Noteholders as a class but shall not have regard to any interests arising from
circumstances particular to individual Noteholders (whatever their number) and, in
particular but without limitation, shall not have regard to the consequences of any such
exercise for individual Noteholders (whatever their number) resulting from their being for
any purpose domiciled or resident in, or otherwise connected with, or subject to the
jurisdiction of, any particular territory or any political sub-division thereof and the Trustee
shall not be entitled to require, nor shall any Noteholder be entitled to claim, from the
Issuer, the Trustee or any other person any indemnification or payment in respect of any
tax consequence of any such exercise upon individual Noteholders except to the extent
already provided for in Condition 8 (Taxation) and/or any undertaking given in addition to,
or in substitution for, Condition 8 (Taxation) pursuant to the Trust Deed.

13.5

Notification to the Noteholders
Any modification, abrogation, waiver, authorisation, determination or substitution shall be
binding on the Noteholders and, unless the Trustee agrees otherwise, shall be notified by
the Issuer to the Noteholders as soon as practicable thereafter in accordance with
Condition 12 (Notices).
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14.

Indemnification of the Trustee and its contracting with the Issuer

14.1

Indemnification of the Trustee
The Trust Deed contains provisions for the indemnification of the Trustee and for its relief
from responsibility, including provisions relieving it from taking action unless indemnified
and/or secured and/or prefunded to its satisfaction.
The Trust Deed provides that, when determining whether an indemnity or any security or
pre-funding is satisfactory to it, the Trustee shall be entitled: (i) to evaluate its risk in any
given circumstance by considering the worst-case scenario; and (ii) to require that any
indemnity or security given to it by the Noteholders or any of them be given on a joint and
several basis and be supported by evidence satisfactory to it as to the financial standing
and creditworthiness of each counterparty and/or as to the value of the security and an
opinion as to the capacity, power and authority of each counterparty and/or the validity
and effectiveness of the security.
The Trustee may rely without liability to Noteholders on a report, confirmation or certificate
or opinion or any advice of any accountants, financial advisers, financial institution or
other expert, whether or not addressed to it and whether their liability in relation thereto
is limited (by its terms or by any engagement letter relating thereto entered into by the
Trustee or in any other manner) by reference to a monetary cap, methodology or
otherwise. The Trustee may accept, and shall be entitled to rely on, any such report,
opinion, confirmation or certificate or advice and such report, opinion, confirmation, or
certificate or advice shall be binding on the Issuer, the Trustee and the Noteholders.

14.2

Limitation on Trustee actions
The Trustee may refrain from taking any action in any jurisdiction if the taking of such
action in that jurisdiction would, in its opinion (based upon legal advice in the relevant
jurisdiction) be contrary to any law of that jurisdiction. Furthermore, the Trustee may also
refrain from taking such action if it would otherwise render it liable to any person in that
jurisdiction or if, in its opinion based upon such legal advice, it would not have the power
to do the relevant thing in that jurisdiction by virtue of any applicable law in that jurisdiction
or if it is determined by any court or other competent authority in that jurisdiction that it
does not have such power.

14.3

Trustee contracting with the Issuer
The Trust Deed also contains provisions pursuant to which the Trustee is entitled, inter
alia: (i) to enter into business transactions with the Issuer and/or any of the Issuer’s
Subsidiaries and to act as trustee for the holders of any other securities issued by, or
relating to, the Issuer and/or any of the Issuer’s Subsidiaries; (ii) to exercise and enforce
its rights, comply with its obligations and perform its duties under or in relation to any such
transactions or, as the case may be, any such trusteeship without regard to the interests
of, or consequences for, the Noteholders; and (iii) to retain and not be liable to account
for any profit made or any other amount or benefit received thereby or in connection
therewith.
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15.

Further Issues
The Issuer may from time to time, without the consent of the Noteholders, create and
issue further securities either: (i) having the same terms and conditions as the Notes in
all respects (or in all respects except for the first payment of interest on them) and so that
such further issue shall be consolidated and form a single series with the Notes then; or
(ii) upon such terms as the Issuer may determine at the time of their issue. References
in these Conditions to the Notes include (unless the context requires otherwise) any other
securities issued pursuant to this Condition and forming a single series with the Notes.
Any further securities forming a single series with the Notes shall be constituted by the
Trust Deed. The Trust Deed contains provisions for convening a single meeting of the
Noteholders and the holders of securities of other series where the Trustee so decides.

16.

Governing Law
The Trust Deed and the Notes, and any non-contractual obligations arising out of or in
connection with the Trust Deed and/or the Notes, are governed by, and shall be construed
in accordance with, English law.

17.

Rights of Third Parties
No rights are conferred on any person under the Contracts (Rights of Third Parties) Act
1999 to enforce any term or Condition of the Notes, but this does not affect any right or
remedy of any person which exists or is available apart from that Act.

18.

Defined Terms
In these Conditions:
“Additional Amounts” has the meaning given to such term in Condition 8.1 (Payment
without withholding);
“Agency Agreement” has the meaning given to such term in the preamble to these
Conditions;
“Agents” means the Registrar, the Principal Paying Agent, the Transfer Agent and the
other Paying Agents appointed from time to time under the Agency Agreement;
“Business Day” means:
(a)

except for the purposes of Conditions 2 (Transfers of Notes and issue of
Certificates), 7.4 (Payments on Business Days) and 8.1 (Payment without
withholding), a day (other than a Saturday, Sunday or public holiday) on which
commercial banks and foreign exchange markets are open for general business
in London;

(b)

for the purposes of Condition 2 (Transfers of Notes and issue of Certificates), a
day (other than a Saturday, Sunday or public holiday) on which commercial banks
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are open for business in the city in which the specified office of the Transfer Agent
with whom a Certificate is deposited in connection with a transfer is located; and
(c)

for the purposes of Conditions 7.4 (Payments on Business Days) and 8.1
(Payment without withholding), a day (other than a Saturday, Sunday or public
holiday) on which commercial banks are open for business in London and, in the
case of surrender of a Certificate, in the place in which the Certificate is
surrendered;

“Calculation Amount” means £1,000 in principal amount of the Notes;
“Certificate” has the meaning given to such term in Condition 1.1 (Form and
denomination);
“Code” has the meaning given to such term in Condition 7.2 (Payments subject to
applicable laws);
“Conditions” has the meaning given to such term in the preamble to these Conditions;
“Day Count Fraction” has the meaning given to such term in Condition 5.3 (Calculation
of interest);
“Director” means any member of the board of directors of the Issuer from time to time;
“Events of Default” means any of the events described in Condition 10.1 (Events of
Default) upon the occurrence of which the Notes would, subject only to the issue of a
notice by the Trustee as therein provided, become immediately due and payable;
“Extraordinary Resolution” has the meaning given to such term in the Trust Deed;
“FATCA Withholding Tax” has the meaning given to such term in Condition 7.2
(Payments subject to applicable law);
“GBP”, “Sterling” or “£” means the lawful currency of the United Kingdom;
“holder” has the meaning given to such term in Condition 1.2 (Title);
“Indebtedness” means the principal amount of:
(a)

all moneys borrowed; and

(b)

all debentures,

(together, in each case, with any fixed or minimum premium payable on final redemption
or repayment) which are not for the time being beneficially owned by the Issuer or any of
its Subsidiaries;
“Interest Payment” means, in respect of any Interest Payment Date, the amount of
interest due and payable on such Interest Payment Date;
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“Interest Payment Date” means 28 August in each year, commencing on 28 August
2020;
“Interest Rate” has the meaning given to such term in Condition 5.1 (Interest Rate and
Interest Payment Dates);
“Issue Date” means 28 August 2019;
“Issuer” has the meaning given to such term in the preamble to these Conditions;
“Maturity Date” means 28 August 2024;
“Non-Recourse Borrowings” means any Indebtedness to finance the ownership,
acquisition, development and/or operation of an asset in respect of which the person or
persons to whom any such Indebtedness is or may be owed by the relevant borrower has
or have no recourse whatsoever to the Issuer or any of its Subsidiaries for the repayment
thereof other than:
(a)

recourse to such borrower for amounts limited to the cash flow or net cash flow
from such asset; and/or

(b)

recourse to such borrower for the purpose only of enabling amounts to be claimed
in respect of such Indebtedness in an enforcement of any encumbrance given by
such borrower over such asset or the income, cash flow or other proceeds
deriving therefrom (or given by any shareholder or the like in the borrower over
its shares or the like in the capital of the borrower) to secure Indebtedness,
provided that (A) the extent of such recourse to such borrower is limited solely to
the amount of any recoveries made on such enforcement, and (B) such person
or persons are not entitled, by virtue of any right or claim arising out of or in
connection with such Indebtedness, to commence proceedings for the windingup or dissolution of the borrower or to appoint or procure the appointment of any
receiver, trustee or similar person or officer in respect of the borrower or any of
its assets (save for the assets the subject of such encumbrance); and/or

(c)

recourse to such borrower generally, or directly or indirectly to the Issuer or any
of its Subsidiaries, under any form of assurance, undertaking or support, which
recourse is limited to a claim for damages for breach of an obligation (not being
a payment obligation or an obligation to procure payment by another or an
indemnity in respect thereof) by the person against whom such recourse is
available;

“Noteholder” has the meaning given to such term in Condition 1.2 (Title);
“Notes” has the meaning given to such term in the preamble to these Conditions;
“Optional Redemption Date” has the meaning given to such term in Condition 6.4
(Optional Redemption Amount redemption at the option of the Issuer);
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“Paying Agents” has the meaning given to such term in the preamble to these
Conditions;
“Principal Paying Agent” has the meaning given to such term in the preamble to these
Conditions;
“Rating Agency” means each of S&P Global Ratings Europe Limited, Moody’s Investors
Service Limited and Fitch Ratings Limited (or, in each case, any successor thereto or
such other entity within its group which has assigned a credit rating to the Notes at the
Issuer’s request);
“Record Date” has the meaning given to such term in Condition 7.1 (Payments in respect
of Notes);
“Register” has the meaning given to such term in Condition 1.1 (Form and denomination);
“Registrar” has the meaning given to such term in the preamble to these Conditions;
“Relevant Date” means the date on which the payment first becomes due but, if the full
amount of the money payable has not been received by an Agent or the Trustee on or
before the due date, it means the date on which, the full amount of the money having
been so received, notice to that effect has been duly given to the Noteholders by the
Issuer in accordance with Condition 12 (Notices);
“Relevant Jurisdiction” means the United Kingdom or any political subdivision or any
authority thereof or therein having power to tax or any other jurisdiction or any political
subdivision or any authority thereof or therein having power to tax to which the Issuer
becomes subject in respect of payments made by it of principal and interest on the Notes;
“Subsidiary” has the meaning given to such term under section 1162 of the Companies
Act 2006;
“Taxes” has the meaning given to such term in Condition 8.1 (Payment without
withholding);
“Tax Event” has the meaning given to such term in paragraph (A) of Condition 6.2
(Redemption following a Tax Event);
“Transfer Agent” has the meaning give in the preamble to these Conditions;
“Trust Deed” has the meaning given to such term in the preamble to these Conditions;
and
“Trustee” has the meaning given to such term in the preamble to these Conditions.
References to any act or statute or any provision of any act or statute shall be deemed also to
refer to any statutory modification or re-enactment thereof or any statutory instrument, order or
regulation made thereunder or under such statutory modification or re-enactment.
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Unless the context otherwise requires, references to (i) “principal” shall be deemed to include
premium and all amounts in the nature of principal payable pursuant to these Conditions or any
amendment or supplement to them and (ii) “principal” and “interest” shall be deemed to include
any Additional Amounts that may be payable under Condition 8 (Taxation) or any undertaking
given in addition to or in substitution for it under the Trust Deed in respect of any such amount.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN GLOBAL FORM
Initial Issue of Certificates
The Global Certificate will be registered in the name of a nominee (the “Registered Holder”) for
the Common Depositary for Euroclear and Clearstream, Luxembourg and may be delivered on
or prior to the original issue date of the Notes.
Upon the registration of the Global Certificate in the name of any nominee for Euroclear and
Clearstream, Luxembourg and delivery of the Global Certificate to the Common Depositary,
Euroclear or Clearstream, Luxembourg will credit each subscriber with a nominal amount of Notes
equal to the nominal amount thereof for which it has subscribed and paid.
Relationship of Accountholders with Clearing Systems
Each of the persons shown in the records of Euroclear, Clearstream, Luxembourg or any other
clearing system (an “Alternative Clearing System”) as the holder of a Note represented by a
Global Certificate must look solely to Euroclear, Clearstream, Luxembourg or any such Alternative
Clearing System (as the case may be) for his share of each payment made by the Issuer to the
holder of the Global Certificate and in relation to all other rights arising under the Global
Certificate, subject to and in accordance with the respective rules and procedures of Euroclear,
Clearstream, Luxembourg or such Alternative Clearing System (as the case may be). Such
persons shall have no claim directly against the Issuer in respect of payments due on the Notes
for so long as the Notes are represented by the Global Certificate and such obligations of the
Issuer will be discharged by payment to the holder of the Global Certificate in respect of each
amount so paid.
Exchange
The following will apply in respect of transfers of Notes held in Euroclear or Clearstream,
Luxembourg or an Alternative Clearing System. These provisions will not prevent the trading of
interests in the Notes within a clearing system whilst they are held on behalf of such clearing
system, but will limit the circumstances in which the Notes may be withdrawn from the relevant
clearing system.
Transfers of the holding of Notes represented by the Global Certificate pursuant to Condition 2.1
(Transfers) may only be made in part:
if the relevant clearing system is closed for business for a continuous period of
14 days (other than by reason of holidays, statutory or otherwise) or announces
an intention permanently to cease business or does in fact do so; or
if an Event of Default has occurred and is continuing; or
with the consent of the Issuer,
provided that, in the case of the first transfer of part of a holding pursuant to paragraph (i) or (ii)
above, the Registered Holder has given the Registrar not less than 30 days’ notice at its specified
office of the Registered Holder’s intention to effect such transfer.
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Amendment to Conditions
The Global Certificate contains provisions that apply to the Notes that it represents, some of which
modify the effect of the Conditions set out in this Prospectus. The following is a summary of certain
of those provisions:
Payments
All payments in respect of Notes represented by a Global Certificate will be made to, or to the
order of, the person whose name is entered on the Register at the close of business on the record
date which shall be on the Clearing System Business Day immediately prior to the date for
payment, where “Clearing System Business Day” means Monday to Friday inclusive except 25
December and 1 January.
Meetings
For the purposes of any meeting of Noteholders, the holder of the Notes represented by the
Global Certificate shall be treated as being entitled to one vote in respect of each £1 in principal
amount of the Notes.
Trustee’s Powers
In considering the interests of Noteholders while the Global Certificate is held on behalf of, or
registered in the name of any nominee for, a clearing system, the Trustee may have regard to any
information provided to it by such clearing system or its operator as to the identity (either
individually or by category) of its accountholders with entitlements to the Global Certificate and
may consider such interests as if such accountholders were the holders of the Notes represented
by the Global Certificate.
Electronic Consent and Written Resolution
While any Global Certificate is registered in the name of any nominee for a clearing system, then:
(i)

approval of a resolution proposed by the Issuer or the Trustee (as the case may be) given
by way of electronic consents communicated through the electronic communications
systems of the relevant clearing system(s) in accordance with their operating rules and
procedures by or on behalf of the holders of not less than 75 per cent. in nominal amount
of the Notes outstanding (an “Electronic Consent” as defined in the Trust Deed) shall,
for all purposes (including matters that would otherwise require an Extraordinary
Resolution (as defined in the Trust Deed)), be deemed to have been passed at a meeting
of Noteholders duly convened and held, and shall be binding on all Noteholders whether
or not they participated in such Electronic Consent; and

(ii)

where Electronic Consent is not being sought, for the purpose of determining whether a
Written Resolution (as defined in the Trust Deed) has been validly passed, the Issuer and
the Trustee shall be entitled to rely on consent or instructions given in writing directly to
the Issuer and/or the Trustee, as the case may be, by accountholders in the clearing
system with entitlements to such Global Certificate or, where the accountholders hold any
such entitlement on behalf of another person, on written consent from or written
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instruction by the person for whom such entitlement is ultimately beneficially held,
whether such beneficiary holds directly with the accountholder or via one or more
intermediaries and provided that, in each case, the Issuer and the Trustee have obtained
commercially reasonable evidence to ascertain the validity of such holding and have
taken reasonable steps to ensure that such holding does not alter following the giving of
such consent or instruction and prior to the effecting of such amendment. Any resolution
passed in such manner shall be binding on all Noteholders, even if the relevant consent
or instruction proves to be defective. As used in this paragraph, “commercially
reasonable evidence” includes any certificate or other document issued by Euroclear,
Clearstream, Luxembourg or any other relevant clearing system, or issued by an
accountholder of them or an intermediary in a holding chain, in relation to the holding of
interests in the Notes. Any such certificate or other document shall, in the absence of
manifest error, be conclusive and binding for all purposes. Any such certificate or other
document may comprise any form of statement or print out of electronic records provided
by the relevant clearing system (including Euroclear’s EUCLID or Clearstream,
Luxembourg’s Creation Online system) in accordance with its usual procedures and in
which the accountholder of a particular principal or nominal amount of the Notes is clearly
identified together with the amount of such holding. None of the Issuer or the Trustee
shall be liable to any person by reason of having accepted as valid or not having rejected
any certificate or other document to such effect purporting to be issued by any such
person and subsequently found to be forged or not authentic.
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USE OF PROCEEDS
The net proceeds of the issue of the Notes, after deduction of commissions, fees and estimated
expenses, is expected to be approximately £[347,700,000]. This will be used for general corporate
purposes of the Group (which may include, without limitation, the repurchase or refinancing of
existing debt).
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THE RSA GROUP
Overview of the Group
The Issuer, RSA Insurance Group plc, is the holding company for a leading international general
insurance group. As the Issuer is a holding company, it is dependent on dividends, distributions
and other payments from its subsidiaries.
Through its operations and its global distribution network, the Issuer and its subsidiaries (“RSA”
or the “Group”) offer a broad range of personal and commercial general insurance products. The
Group’s products for personal customers include personal motor, home, personal accident, pet
and travel insurance. The Group’s products for commercial customers include marine, property,
motor, liability, renewable energy and construction and engineering.
The Issuer is a public limited company of infinite duration domiciled in England and Wales. The
Issuer was incorporated and registered in England and Wales on 26 January 1989 as a company
limited by shares with the name Sun Alliance Group plc and registered number 2339826. On 19
July 1996 the Issuer’s name was changed to Royal & Sun Alliance Insurance Group plc. On 20
May 2008 the Issuer’s name changed to RSA Insurance Group plc. The principal legislation under
which the Issuer operates is the Companies Act 2006.
The Issuer’s registered office is at 20 Fenchurch Street, London EC3M 3AU. The telephone
number of the Issuer’s registered office is +44 (0) 20 7111 7000. The website of the Issuer is
https://www.rsagroup.com/.
The Group was formed in 1996 through the merger of two of the then largest composite insurers
in the United Kingdom, Royal Insurance Holdings plc and Sun Alliance Group plc. The Group can
trace its history back over 300 years to the establishment of the Sun Insurance Office, which is
one of the world’s oldest insurance companies. The Group also has a long international history,
having operated in mainland Europe since the early 1800s, and in Canada since the 1850s.
The following chart shows a simplified form of the organisational structure of the Group:
Issuer
RSA Insurance Group plc

Royal Insurance Holdings Limited
(100 per cent. owned subsidiary)

Royal & Sun Alliance Insurance plc
(100 per cent. owned subsidiary)

Other operating subsidiaries
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Substantial share interests
The table below shows the holdings of major shareholders as disclosed to RSA in accordance
with the FCA’s Disclosure Guidance and Transparency Rules as at 31 December 2018 and at 16
August 2019, being the latest practicable date prior to the publishing of this Prospectus.
31 December 2018
Shareholder

Ameriprise

16 August 2019

No. of

per cent.

Nature of

No. of

per cent.

Nature of

ordinary

of voting

holding

Ordinary

of voting

holding

shares

rights

Shares

rights

75,871,245

7.46

75,871,245

7.46

Direct &

Direct &

Financial,

Indirect &

Indirect &

Inc. and its

CFD

CFD

group
BlackRock,

55,359,399

5.43

Inc

Cevian

137,645,130

13.50

Indirect &

55,359,399

5.43

Indirect &

Securities

Securities

Lending

Lending and

and CFD

CFD

Indirect

137,645,130

13.50

Indirect

Capital II
G.P. Limited

The Business of the Group
The following financial information, set out on pages 67 to 69 (as well as pages 75 and 78), is
extracted (without material adjustments) from the audited consolidated financial statements of the
Issuer for the financial years ended 31 December 2018 and 31 December 2017, and from the
unaudited interim consolidated financial statements of the Issuer for the six month periods ended
30 June 2019 and 30 June 2018, all of which are incorporated by reference into this Prospectus
(see “Documents Incorporated by Reference”).
In this section, “ex. exits” refers to financial results adjusted for the impact of London Market
portfolio exits and other UK business lapses announced, targeted at reducing unprofitable
business and risk exposures.
The following table set out the key measures of the Group during the periods under review:
FY 2018

FY 2017

HY 2018

HY 2019

HY 2019
(ex. exits)

COR(%)………………………………..……..…….....

96.2

94.0

94.7

95.2

94.3

Profit before tax (on a management basis)(£m)…..

480

448

296

227

255

Underwriting result (£m) ……..……..……..………..

250

394

171

153

181

Investment result (£m) ……….……..……..………..

275

284

136

131

131

Operating result (£m) ………………..……..……….

517

663

304

280

308
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The Group recognised a profit after tax of £372 million in FY 2018 (FY 2017: profit of £322 million).
The Group’s underwriting result decreased from £394 million in FY 2017 to £250 million in
FY2018.
The Group’s net written premiums (“NWP”) decreased from £6,678 million in FY 2017 to £6,470
million in FY 2018.
The Group’s net investment result decreased from £284 million in FY 2017 to £275 million in FY
2018.
The Group’s combined operating ratio (“COR”) was 96.2 per cent. in FY 2018 (94.0 per cent. in
FY 2017).
The Group’s underlying profit before tax (the operating result less interest costs) decreased from
£620 million in FY 2017 to £492 million in FY 2018.
The Group’s underlying earnings per share decreased from 43.5p in FY 2017 to 34.1p in FY 2018
and the Group’s underlying return on tangible equity decreased from 15.5 per cent. in FY 2017 to
12.6 per cent. in FY 2018.
As of 31 December 2018, the Group had total assets of £20,293 million (31 December 2017:
£20,600 million), net assets (total assets minus total liabilities) of £4,251 million (31 December
2017: £4,102 million) and financial investments and cash and cash equivalents (including held for
sale) of £12,574 million (31 December 2017: £13,017 million). As of 31 December 2018, the
Group’s tangible net asset value was £2,867 million (31 December 2017: £2,765 million).
As of 31 December 2018, the Group’s total loan capital and financial indebtedness was £560
million (31 December 2017: £564 million).
The following tables set forth a segmental breakdown of the key measures in the Group’s results
of operations for the periods under review.
FY 2018

FY 2017

FY 2018

FY 2017

HY 2019

HY 2018

(%)

(%)

(£m)

(£m)

(£m)

(£m)

Scandinavia……………....

28.1

27.4

1,817

1,833

1,039

1,057

Canada…………………....

25.5

24.2

1,652

1,619

768

729

UK & International………..

47.9

47.9

3,100

3,199

1,411

1,532

NWP

UK & International ex.
exits………………………..

1,399

Central Functions………...

(1.5)

0.4

(99)

27

36

(99)

Total Group………………

100

100

6,470

6,678

3,254

3,219

Total Group ex exits…….

3,242
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FY 2018

FY 2017

HY 2019

HY 2018

Scandinavia……………………….

238

315

96

112

Canada……………………………..

25

98

19

(4)

UK & International………………...

(43)

(82)

58

72

Underwriting result (£m)

UK & International ex. exits……….

86

Central Functions…………………

30

63

(20)

(9)

Total Group…………..…………..

250

394

153

171

Total Group ex. exits…………….

181

FY 2018

FY 2017

HY 2019

HY 2018

Scandinavia…………………….

86.8

82.9

89.1

87.6

Canada………………………….

98.5

93.9

97.8

100.5

UK & International……………..

101.4

102.6

96.1

95.3

COR (%)

UK & International ex. exits ….
Total Group……………………..

94.0
96.2

94.0

Total Group ex. exits…………..

95.2

94.7

94.3

Products
The Group provides general insurance products to personal and commercial customers.
The Group’s principal products for personal customers include:


Personal motor – insurance varies by territory and typically covers against liability for
both bodily injury and property damage and for physical damage to an insured’s vehicle
from collision and various other risks;



Home – insurance covers against loss of or damage to the buildings and contents of
private residences with a range of additional features, such as coverage for valuables
away from home and liability arising from ownership or occupancy;



Personal Accident – policies which provide insured benefits in the event of, amongst
other things, accidental death or disability;
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Pet – policies which provide benefits in the event of veterinary treatment fees, death or
loss of pet and third party liability;



Travel – policies which provide benefits in the event of cancellation or curtailment, travel
delays, loss of personal baggage or money, emergency medical and travel expenses and
legal expenses; and



Specialty Covers – these policies provide coverage associated with an affinity partner.
These can include for example coverage in the event of mechanical breakdown of a
personal device or domestic appliance or unemployment benefit offered as part of a
package of benefits associated with a credit card.

The Group’s products for commercial customers include:


Motor – insurance varies by territory and typically covers businesses against liability for
both bodily injury and property damage and for physical damage to an insured’s vehicle
from collision and various other risks resulting from the ownership, maintenance or use
of cars and trucks in a business;



Property – insurance covers against loss or damage to buildings, inventory and
equipment from natural disasters, including hurricanes, windstorms, earthquakes, floods,
hail, explosions, severe winter weather and other events such as theft and vandalism,
fires and financial loss due to business interruption resulting from covered losses;



Construction – insurance covers damage to buildings, infrastructure and other works
including testing and commissioning arising from construction contracts, as well as third
party liability damage or injury and business interruption arising therefrom and
engineering insurance covers damage resulting from the breakdown of machinery, plant
and equipment including the erection risk and business interruption arising therefrom;



Marine – insurance covers against physical loss or damage to hull, cargo and stock,
maritime and liabilities arising from haulage and freight and other marine transportation,
ports and terminals damage, interruption and liability insurance; and



Liability – insurance covers against employers’ liability, public liability, professional
indemnity and directors’ and officers’ liability.

Distribution
The Group employs a wide range of distribution strategies tailored to meet the needs of local
markets across the world. Many of these markets are dominated by insurance brokers and other
intermediaries with whom the Group has built long-term relationships. Through strategic
partnerships with the global brokers, the Group writes complex international covers and also
works closely with smaller brokers. The Group has also developed direct distribution businesses
where customers purchase policies over the phone or, increasingly, online. The Group trades
through distribution partnerships with affinity partners such as building societies, banks, managing
general agents, retailers, motor manufacturers, charities, utilities and unions across the world.
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The board of directors of RSA believes that this multi-channel distribution strategy allows the
Group to reach a broad cross-section of personal and commercial customers.
Insurance Business
The Group currently operates through the following three core segments, based on where its
business is underwritten or managed: Scandinavia (comprising Denmark, Sweden and Norway);
Canada; and UK & International (which includes Ireland and the Middle East). It also reports a
Central Functions segment. In FY 2018, the Group’s net written premiums were split among the
segments as follows: Scandinavia: 28.1 per cent.; Canada: 25.5 per cent.; and UK & International:
47.9 per cent, with the remaining being in the central functions segment.
Scandinavia
The Group’s operations in Scandinavia are led by Ken Norgrove. RSA is the only international
insurer operating within the top five in Scandinavia. In Sweden, the Group operates as TryggHansa, and in Denmark and Norway as Codan. RSA is a leading property and casualty insurer in
Denmark (on the basis of gross earned premiums), and one of the largest in Sweden (on the
basis of gross written premiums).
Distribution of personal products in Scandinavia is almost exclusively via direct channels and
commercial products distribution is based on a mix between broker and direct, but with the
majority of products (approximately two-thirds) sold through direct channels.
Canada
The Group’s operations in Canada are led by Martin Thompson. RSA has a top six position in
Canada’s private sector property and casualty insurance market (on the basis of direct written
premiums). The Board believes that RSA has a strong distribution proposition in the Canadian
marketplace, with an established offering across intermediated, direct and affinity channels which
means that the Group is able to reach a broad base of customers. RSA operates across all
provinces in Canada.
RSA distributes personal and commercial products through intermediaries under the RSA brand.
In addition, RSA has a leading market position in affinity distributions in Canada (based on direct
written premiums), through Johnson, RSA’s direct personal offering, and leading positions in
travel and marine underwriting.
UK and International
The Group’s operations in the United Kingdom, Ireland and the Middle East are led by Scott Egan.
In the United Kingdom, RSA is a leading insurer operating as RSA through intermediaries, with
key positions in property, motor, liability and marine, and exposures across the small and mediumsized enterprises (SME), mid-market and global speciality customer segments. RSA operates
across the key UK market centres as well as in six European locations. RSA also has a strong
positions in the UK personal household, motor and pet markets, with a direct insurance offering
through the MORE TH>N brand and a broker portfolio focused on profitable segments, as well as
affinity relationships with some of the major UK retailers. RSA is a leading player in Ireland with
particular strengths in personal motor, household insurance and in direct sales through the 123.ie
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business. In the Middle East, RSA has a 50 per cent. share of operations in the United Arab
Emirates, Oman, Saudi Arabia and Bahrain.
Investment strategy
RSA’s investment strategy is intentionally conservative, with a focus on maintaining a low risk and
high quality investment structure.
The average book yield for financial year ended 31 December 2018 on the total portfolio was
2.5% (31 December 2017: 2.5%).
The latest disposition of the portfolio as at 30 June 2019 is shown below:

Strategy and recent developments
By the end of 2017 RSA materially completed the strategic restructuring and turnaround that
commenced in early 2014. This was aimed at:
1.

a strategic re-focusing of the Group onto its strongest markets;

2.

strengthening the balance sheet and capital position of the Group, and the disciplines
required to sustain this; and

3.

improving and sustaining business performance.

Since then, RSA has made strong progress. The quality of the foundations laid during this period,
together with the franchise strengths of RSA’s 300 year history, are important pillars for future
performance and ambitions.
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RSA is now a strong and focused international insurer, with complementary leadership positions
in the major general insurance markets of the UK, Scandinavia and Canada. It has valuable
franchise strength and balance across these regions, between commercial and personal
customers and across product lines. The strategy since 2017 remains materially unchanged and
the Group is focussed on achieving outperformance through the following key focus areas:


Strong customer franchises



Disciplined business focus, majoring on our key markets and strengths



A balance sheet that protects customers and the Group



Intense and accomplished operational delivery – improving customer service,
underwriting and costs

Capital and balance sheet strength
RSA’s balance sheet and capital positions have improved greatly in recent years following actions
to improve the quality of its capital mix and reduce the cost of debt. RSA’s credit ratings are at
target levels and its Solvency II capital ratio is above its target range.
In 2017 RSA completed the retirement of £640 million of high cost subordinated debt capital,
reducing both leverage and interest costs. In 2019, RSA completed the part VII transfer of £834
million UK legacy insurance liabilities removing a source of long-tail risk. In addition, RSA
successfully negotiated a longer-term funding settlement for our UK pension plan liabilities,
designed to provide a more stable, lower risk future for the plans themselves and for RSA as a
sponsor.
Reinsurance Programme
RSA’s diversified reinsurance programme significantly reduces exposure to catastrophic events,
as highlighted by the following historical losses that have been covered by the Group’s
reinsurance programme:


Aggregate cover reduced exposure to US Hurricane losses in 2017 and was triggered by
European weather and large losses in 2018



2016 Alberta Wildfire / Fort McMurray represents the biggest insurable loss in Canadian
history: RSA gross c.C$260 million, net c.C$75 million



2011 Cloudburst in Denmark: RSA gross c.£95 million, net c.£19 million



2010 Chile earthquake represented the sixth biggest magnitude earthquake ever recorded
(USGS): RSA gross c.$1.8 billion, net c.$39 million

The programme includes Group covers which provide protection for catastrophe events within
each region, local covers which further protect regional profit and losses, and Group volatility
cover which provides protection above £170 million of accumulated large losses, all of which
operate within risk appetite.
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The Group reinsurance programme is summarised below.

Performance improvement
RSA is focused on identifying and realising performance improvement opportunities across its
business. RSA’s sustainable performance has improved significantly from levels in 2013 and
prior. All efforts are now focused on moving towards RSA’s ‘best in class’ ambitions. The plan is
substantially the same across its businesses: focus on improving service to customers, on
underwriting and on costs.
Cost savings
The Group’s earned underwriting controllable expense ratio has improved by over 4 points since
2013 (excluding disposals). In 2018, the Group’s earned underwriting controllable cost ratio of
20.4 per cent. was 0.6 per cent. lower than 2017. The Group had achieved £460 million of gross
annualised cost reductions by 31 December 2018, reaching its target of £450 million in savings a
year early.
Group capital
Capital position
At 31 December 2018 the Group reported an estimated Solvency II capital surplus of £1.2 billion,
which gives coverage of 170 per cent., over the Group’s SCR of £1.8 billion.
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The Group uses a fully consolidated Internal Model tailored to its risk profile for which regulatory
approval was received from the PRA on 5 December 2015. In 2018 enhancements were made to
the internal model to better reflect the dependencies between certain risks, together with
improvements in overall model governance and model validation. A Group level major model
change application was submitted in 2019 reflecting these changes and the Group SCR already
includes allowances for the expected impact. The SCR represents the Value-at-Risk of basic own
funds subject to a confidence level of 99.5 per cent. over a one-year period and covers existing
business and all new business expected to be written over the next 12 months.
The Group has not utilised any transitional measures, except for the grandfathering of £125 million
of existing preference shares.
The Group considers a target operating range of 130 per cent. to 160 per cent. is appropriate for
the Group’s risk profile.
The following graph shows the latest Group’s Solvency II capital tiering for the SCR as at 30 June
2019 (“H1 2019”).

Capital sensitivity
As part of its operational planning process, the Group prepares a three year capital forecast along
with a sensitivity analysis (based on the Group’s approved Solvency II Internal Model). The
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Group’s greatest sensitivities are to equity prices and credit spreads, primarily via their impact on
the Group’s Defined Benefit Pension Scheme, as seen below:

1

Sensitivities have been considered in isolation and exclude second order impacts from the application of Tier 1

eligibility rules. The impact of a combination of sensitivities may be different to the individual outcomes stated above.
2

Net impact of interest rates in particular reflects the balance of a largely hedged position between assets, liabilities and

capital requirement and is therefore subject to variation
3

FX exposures reflect the difference between the impact on overseas risk on a ‘sum of the parts’ Own Funds basis and

on a diversified basis for the SCR.

Brexit continues to generate uncertainty, with potential for economic shocks, capital impacts,
claims inflation and supply chain disruption. The Group has planned for a range of potential
impacts on customers, compliance, strategy and structure, including those associated with the
UK leaving the EU without a formal agreement (a “No-Deal Brexit”). The Group is confident in its
preparations and continue to monitor developments to refine its plans, although some impacts
cannot be meaningfully anticipated and mitigated at this stage.
A model application has been submitted in respect of our Scandinavian entities to mitigate the
risk of moving to Standard Formula in the event of a No-Deal Brexit. This has no impact on the
modelled Group SCR.
Sensitivities to potential macroeconomic shocks are already considered as part of RSA’s
sensitivity analysis shown above.

Capital management
Capital management strategy
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The Group’s capital management strategy is closely linked to its monitoring and management of
risk. The Group’s capital objectives consist of striking a balance between supporting claims
liabilities and ensuring the confidence of policyholders, limiting exposure to other risks, supporting
competitive pricing strategies, meeting regulatory capital requirements, and providing adequate
returns for its shareholders.
The Group’s overall capital position is primarily comprised of shareholders’ equity and
subordinated loan capital and the Group aims to maximise shareholder value, while maintaining
financial strength and adequate regulatory capital. The Group retains a measured approach to
capital management, targeting a single ‘A’ capital rating with S&P.
The Group’s leverage supports this approach to capital management, with the historical trend
from 2016 to 30 June 2019 outlined below:
Leverage (2016 – H1 2019)1 2
28.0%

2016
1

21.1%

20.2%

20.4%

2017

2018

H1 2019

For information regarding the Leverage calculation please see the section entitled “Presentation of Financial

Information” on pages 40 to 41 of this Prospectus.
2

Leverage as at 31 December 2016 has been included for the purposes of comparison. The figures underlying this

calculation, each of which is stated as at 31 December 2016, are as follows: (i) Borrowings: £251 million; (ii) bank
overdrafts reported in Borrowings: £2 million; (iii) preference shares: £125 million; (iv) Tier 1 notes: £0; (v) Shareholders’
equity: £3,715 million; and (vi) Non-controlling interests: £132 million.

Dividend policy
The Group has a medium-term policy of between 40-50 per cent. payout of underlying profit, with
additional payouts where justified.
Under Solvency II requirements, in order for the Issuer’s ordinary shares to be counted towards
the Group’s own funds available to meet its capital requirements, any dividends declared by the
Issuer must be fully discretionary and capable of being cancelled, withheld or deferred at any time
prior to payment if the relevant capital requirements have been breached or payment of the
dividend would lead to non-compliance with those requirements. Accordingly, any dividend will be
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declared on a conditional basis and the directors reserve the right to cancel or defer the
recommended dividend.
Pension fund
As at 31 December 2018 the Group had an IFRS reported net pension surplus of £182 million (30
June 2019: £164 million).
The majority of the Group’s pension scheme assets and liabilities relate to two major defined
benefit arrangements in the UK (the “Schemes”). The Schemes were closed to new entrants in
2002 and thus the majority of liabilities in the Schemes relate to past employees of the Group.
From 31 March 2017, the Schemes in the UK were closed to future accrual meaning there is no
further build-up of defined benefit pensions by the Group’s employees in the UK.
The Schemes have a cautious investment strategy, with the majority of assets held in bond-type
assets that provide a stable stream of cashflows that match liability benefit payments. In
particular:


the overall level of equities and other “risk” assets in the schemes was reduced from
around 30 per cent. to 15 per cent. between 2012 and 2016;



the schemes have extensive hedging programmes in place, including interest rate and
inflation swaps, to mitigate the risk of market movements adversely affecting financial
positions;



in 2009, the schemes entered into arrangements that effectively removed all market and
longevity risk associated with 55 per cent. of the liabilities relating to pensions in payment
at that time;



to further assist with Group balance sheet and capital stability, the schemes have invested
around 35 per cent. of assets in high-quality credit, which helps match IAS19 liabilities as
well as providing stable cashflows; and



there is a strategic allocation of around 10 per cent. to high-quality illiquid assets (e.g.
infrastructure and ground rents), which provides stable, often inflation-linked cashflows,
along with additional return.

Market conditions and funding levels are also monitored on an ongoing basis to identify
opportunities for further de-risking, and the Group is heavily involved in the pension scheme
Trustees’ investment decision-making process.
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MANAGEMENT
Directors of the Issuer
The following is a list of directors of the Issuer and their principal directorships (if any) performed
outside the Group which are, or may be, significant with respect to the Issuer, as at the date of
this Prospectus. The business address of each of the directors referred to below is at 20
Fenchurch Street, London EC3M 3AU.
Name

Position at the Issuer

Other significant directorships

Martin Scicluna

Chairman

J Sainsbury plc

Stephen Hester

Group Chief Executive

Centrica plc

Scott Egan

Chief Executive, UK &
International

-

Martin Strobel

Senior Independent Director
– designate and NonExecutive Director

Anivo 360 AG
Partners Group Holding AG
MSG Life AG

Enrico Cucchiani

Independent Non-Executive
Director

Piraeus Bank
Bocconi University
TGI – Think Global Investments

Charlotte Jones

Group Chief Financial
Officer

-

Alastair Barbour

Independent Non-Executive
Director

Liontrust Asset Management plc
Phoenix Group Holdings
The Bank of N.T. Butterfield &
Son Limited
CATCo Reinsurance
Opportunities Fund Ltd.

Sonia Baxendale

Independent Non-Executive
Director

Laurentian Bank of Canada
Foresters Insurance
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Global Risk Institute in Financial
Services
Kath Cates

Independent Non-Executive
Director

Brewin Dolphin Holdings plc
Threadneedle Investment
Services Limited
Threadneedle Pensions
Services Limited
Threadneedle Asset
Management Holdings Sarl

A number of the directors of the Issuer hold directorships in other insurance
companies. Occasionally, a matter may arise where there is a potential conflict of interest. In
these circumstances, the relevant director is excluded from the relevant discussion and decisionmaking.
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TAXATION

General
The comments below are of a general nature and are not intended to be exhaustive. They assume
that there will be no substitution of the Issuer and do not address the consequences of any such
substitution (notwithstanding that such substitution may be permitted by the Conditions). Any
Noteholders who are in doubt as to their own tax position or who may be subject to tax in a
jurisdiction other than the United Kingdom should consult their professional advisers.
United Kingdom Taxation
The comments in this part are based on current United Kingdom tax law as applied in England
and Wales and HM Revenue & Customs published practice (which may not be binding on HM
Revenue & Customs) and relate only to the United Kingdom withholding tax treatment of
payments of interest in respect of the Notes. It does not deal with any other United Kingdom tax
implications of acquiring, holding or disposing of Notes. The comments in this part relate only to
the position of persons who are the absolute beneficial owners of the Notes. The statements
below do not take account of any different definitions of “interest” or “principal” which may prevail
under any other law or which may be created by the Conditions or any related documentation.
References in this part to “interest” shall mean amounts that are treated as interest for the
purposes of United Kingdom taxation.
Withholding of tax on interest
While the Notes carry a right to interest and are and continue to be listed on a “recognised stock
exchange” within the meaning of section 1005 of the Income Tax Act 2007, payments of interest
on the Notes may be made without withholding or deduction for or on account of United Kingdom
income tax. The London Stock Exchange is a recognised stock exchange for these purposes.
The Notes will be treated as listed on the London Stock Exchange if they are included in the
Official List (within the meaning of Part 6 of the Financial Services and Markets Act 2000) by the
United Kingdom Listing Authority and are admitted to trading on a regulated market of the London
Stock Exchange.
In all other cases interest on the Notes that has been a United Kingdom source will generally be
paid under deduction of United Kingdom income tax at the basic rate (currently 20 per cent.)
subject to any available exemptions. In addition, where an applicable double tax treaty provides
for a lower rate of withholding tax (or for no tax to be withheld) in relation to a Noteholder, the
Noteholder can apply to HM Revenue & Customs to issue a notice to the Issuer to pay interest to
the Noteholder without any withholding or deduction for or on account of tax (or for interest to be
paid with tax withheld or deducted at the rate provided for in the relevant double tax treaty).
FATCA Withholding
Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as
FATCA, a “foreign financial institution” may be required to withhold on certain payments it makes
(“foreign passthru payments”) to persons that fail to meet certain certification, reporting, or related
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requirements. A number of jurisdictions (including the UK) have entered into intergovernmental
agreements with the United States to implement FATCA (“IGAs”), which modify the way in which
FATCA applies in their jurisdictions. Under the provisions of the UK IGA as currently in effect, a
foreign financial institution would generally not be required to withhold from payments that it
makes. Certain aspects of the application of the FATCA provisions and IGAs to certain
instruments, including whether withholding would ever be required with respect to payments on
such instruments, are uncertain and may be subject to change. Noteholders should consult their
own tax advisers if they are in any doubt as to how these rules may apply to their investment in
the Notes.

83

SUBSCRIPTION AND SALE

Citigroup Global Markets Limited and HSBC Bank plc (together, the “Joint Lead Managers”)
have, pursuant to a Subscription Agreement dated 23 August 2019, jointly and severally agreed
with the Issuer, subject to the satisfaction of certain conditions, to subscribe (or procure the
subscription) for the Notes at 1.625 per cent. of their principal amount less commissions. In
addition, the Issuer has agreed to reimburse the Joint Lead Managers for certain of their expenses
in connection with the issue of the Notes. The Subscription Agreement entitles the Joint Lead
Managers to terminate it in certain circumstances prior to payment being made to the Issuer.
United States
The Notes have not been and will not be registered under the Securities Act and may not be
offered or sold within the United States or to, or for the account or benefit of, U.S. persons except
in accordance with Regulation S under the Securities Act or pursuant to an exemption from the
registration requirements of the Securities Act. Terms used in this paragraph have the meanings
given to them by Regulation S under the Securities Act.
Each Joint Lead Manager has represented and agreed that, except as permitted by the
Subscription Agreement, it has not offered, sold or delivered and will not offer, sell or deliver the
Notes, (i) as part of their distribution at any time or (ii) otherwise until 40 days after the later of the
commencement of the offering and the Closing Date (as defined in the Subscription Agreement)
within the United States or to, or for the account or benefit of, U.S. persons, and it will have sent
to each dealer to which it sells the Notes during the distribution compliance period a confirmation
or other notice setting forth the restrictions on offers and sales of the Notes within the United
States or to, or for the account or benefit of, U.S. persons.
In addition, until 40 days after the commencement of the offering, an offer or sale of the Notes
within the United States by a dealer that is not participating in the offering may violate the
registration requirements of the Securities Act.
United Kingdom
Each Joint Lead Manager has represented and agreed that:
(A)

it has only communicated or caused to be communicated and will only
communicate or cause to be communicated an invitation or inducement to
engage in investment activity (within the meaning of Section 21 of the FSMA)
received by it in connection with the issue or sale of the Notes in circumstances
in which Section 21(1) of the FSMA does not apply to the Issuer; and

(B)

it has complied and will comply with all applicable provisions of the FSMA with
respect to anything done by it in relation to the Notes in, from or otherwise
involving the United Kingdom.
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European Economic Area
Each Joint Lead Manager has represented and agreed that it has not offered, sold or otherwise
made available and will not offer, sell or otherwise make available the Notes to a retail investor in
the European Economic Area. For the purposes of the provision:
the expression “retail investor” means a person who is one (or more) of the
following:
(i)

a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU (as amended or superseded, “MIFID II”); or

(ii)

a customer within the meaning of Directive (EU) 2016/97 (the “Insurance
Distribution Directive”), where that customer would not qualify as a
professional client as defined in point (10) of Article 4(1) of MIFID II,

the expression “offer” includes the communication in any form and by any means
of sufficient information on the terms of the offer and the Notes to be offered so
as to enable an investor to decide to purchase or subscribe for the Notes.
General
None of the Issuer or any Joint Lead Manager has made any representation that any action will
be taken in any jurisdiction by the Joint Lead Managers or the Issuer that would permit a public
offering of the Notes, or possession or distribution of this Prospectus (in preliminary, proof or final
form) or any other offering or publicity material relating to the Notes (including roadshow materials
and investor presentations), in any country or jurisdiction where action for that purpose is required.
Each Joint Lead Manager has agreed that it will comply, to the best of its knowledge and belief,
with all applicable laws and regulations in each jurisdiction in which it acquires, offers, sells or
delivers Notes or has in its possession or distributes this Prospectus (in preliminary, proof or final
form) or any such other material, in all cases at its own expense. No Joint Lead Manager has
been authorised to make any representation or use any information in connection with the issue,
subscription and sale of the Notes other than as contained in this Prospectus or any amendment
or supplement to it.
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GENERAL INFORMATION

The listing of the Notes on the Official List will be expressed as a percentage of their principal
amount (exclusive of accrued interest). It is expected that listing of the Notes on the Official List
and admission of the Notes to trading on the London Stock Exchange’s regulated market will be
granted on or about 28 August 2019, subject only to the issue of the Global Certificate. Prior to
official listing and admission to trading, however, dealings will be permitted by the London Stock
Exchange in accordance with its rules. Transactions will normally be effected for delivery on the
third working day after the day of the transaction.
The total expenses related to the admission to trading are estimated to be £2000.
The Issuer has obtained all necessary consents, approvals and authorisations in connection with
the issue and performance of the Notes. The issue of the Notes was authorised by a resolution
of the board of directors of the Issuer passed on 29 July 2019 and resolutions of a committee of
the board of directors of the Issuer passed on 16 August 2019.
There has been no significant change in the financial performance or financial position of the
Group since 30 June 2019 to the date of this Prospectus.
There has been no material adverse change in the prospects of the Issuer since 31 December
2018.
There are no governmental, legal or arbitration proceedings (including any such proceedings
which are pending or threatened of which the Issuer is aware) during the 12 months preceding
the date of this Prospectus which may have, or have had in the recent past, a significant effect
on the financial position or profitability of the Issuer or the Group.
The Notes have been accepted for clearance through the Euroclear and Clearstream,
Luxembourg systems (which are the entities in charge of keeping the records). The Common
Code is 204103844 and the International Securities Identification Number (ISIN) is
XS2041038444. The Financial Instrument Short Name (FISN) is RSA INSURANCE G/1.5EUR
NT 20240624 (as set out on the website of the Association of National Numbering Agencies
(“ANNA”) or alternatively sourced from the responsible National Numbering Agency that assigned
the ISIN) and the Classification of Financial Instruments code (CFI) is DBFNFR (as set out on the
website of ANNA or alternatively sourced from the responsible National Numbering Agency that
assigned the ISIN). The address of Euroclear is 1 Boulevard du Roi Albert II, B-1210 Brussels,
Belgium and the address of Clearstream, Luxembourg is 42 Avenue JF Kennedy, L-1855
Luxembourg.
There are no material contracts entered into other than in the ordinary course of the Issuer’s
business, which could result in any member of the Group being under an obligation or entitlement
that is material to the Issuer’s ability to meet its obligations to Noteholders in respect of the Notes
being issued.
The Issuer’s 2018 Annual Financial Statements and the Issuer’s 2017 Annual Financial
statements have been audited by KPMG LLP of 15 Canada Square, London E14 5GL, United
Kingdom (“KPMG”), chartered accountants (a member of the Institute of Chartered Accountants
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in England and Wales) as registered auditors of the Issuer for such financial years and in each
case an unqualified opinion has been given thereon.
Paper copies of the following documents will be available, during usual business hours on any
weekday (public holidays excepted), for physical inspection at the office of the Principal Paying
Agent for 12 months from the date of this Prospectus:
the Articles of Association of the Issuer;
the Issuer’s Financial Statements;
the Trust Deed;
the Agency Agreement; and
a copy of this Prospectus together with any supplement to this Prospectus.
The Prospectus will be published on the website of the Regulatory News Service operated by the
London Stock Exchange at http://www.londonstockexchange.com/exchange/news/marketnews/market-news-home.html.
The Joint Lead Managers and their affiliates have engaged, and may in the future engage, in
investment banking and/or commercial banking transactions with, and may perform services to
the Issuer and/or the Issuer’s affiliates in the ordinary course of business.
The Issuer’s Legal Entity Identifier is 549300HOGQ7E0TY86138.
The yield of the Notes is 1.730 per cent. per annum on the basis of the Issue Price as at the date
of this Prospectus.
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