
Bulk annuity transactions  
Financial strength reviews

An independent review from Barnett Waddingham is the best way to 

understand the financial strength of the insurers in the bulk annuity 

market, helping you protect your pension scheme members’ interests.



Why have a review? 
We believe there are four fundamental reasons why pension scheme trustees should  

seek advice regarding the financial strength of an insurer before entering into a bulk  

annuity transaction. 

1    Change in risk exposure

Many people consider bulk annuity transactions as 

part of ‘de-risking’ a pension scheme.  Whilst it is 

certainly true that the overall level of risk is reduced in 

most circumstances, there are still risks that should be 

considered.
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Under a buy-out situation the reliance on the employer 

is replaced by an insurance company.  Trustees should 

properly assess the strength of the insurer covenant in a 

similar way to their assessment of the employer covenant.

An insurance company is still exposed to investment risk, 

inflation and longevity/mortality risk, amongst others, just 

as the pension scheme is.  

2    Change in regulatory and risk 

management regime

Insurance regulation and risk management is very different 

to the pensions world.  We help trustees understand 

the revised framework and standards so they can assess 

insurers against the regulatory regime in which they work.
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Bulk annuity purchases involve trustees making some of the most important decisions in 

the lifecycle of a pension scheme.  As independent insurance experts, with considerable 

experience in this market, we can provide unbiased opinions of the bulk annuity 

providers in the market and help trustees become comfortable with the transaction.

“Members of defined benefit pension schemes 

have the security of the Pension Protection 

Fund (PPF) to rely on if the sponsor fails and a 

deficit exists” 

“Risk management is key to the long-term 

security of an insurance company.  Our reports 

help trustees understand the different risks 

taken by insurers”
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Once a buy-out transaction has been undertaken, PPF 

protection falls away but is replaced by the Financial 

Services Compensation Scheme. 

PPF FSCS

We help trustees understand the different protection and 

compensation offered by these two lifeboats. 

3    Good governance

Pension scheme trustees undertake due diligence for 

various exercises over the lifetime of a scheme.  For 

example, when you are considering changing investment 

strategy, you take the advice of appropriately qualified 

investment advisers.  Similarly when approving a change in 

sponsoring employers, advice is sought from the Scheme 

Actuary and/or specialist covenant advisers.

 

4    Demonstrating it is in  

members’ interests

We give trustees the tools to understand the post-

transaction position and better assess whether it is in 

members’ interests.  However, we understand that trustees 

will look to us to provide direction on this issue.  

“A bulk annuity transaction is one of the  

most important exercises in the lifecycle of  

a pension scheme and hence similar advice 

should be taken as part of the process”

“As independent experts, we are able to provide 

an unequivocal opinion on whether trustees 

should proceed with a transaction”  

1    Pre-quotation 

We provide an overview of the different options 

available and high level information about the 

bulk annuity market. The aim is to give you an 

understanding of the regulatory regime, the providers 

and the risks that insurers are exposed to. 

The report enables trustees to consider whether a bulk 

annuity transaction is right for their scheme.

2    Quotation assessment 

Following receipt of quotations you need to make a 

decision on who to select.

When trustees have asked a range of providers to 

quote they should consider the responses alongside 

the financial strength of each.  Whilst price is key it 

should not be the only factor considered.

We believe obtaining a report at this stage adds the 

most value to the trustees’ decision making process.

3    Pre-transaction

You have decided on a provider and the transaction is 

imminent.

The last few weeks before transacting can be 

an agonising time for trustees.  Our reviews 

provide valuable information to help trustees 

better understand their chosen insurer so they are 

comfortable that their decision is the right one.

When to obtain a review?
In recognition that not all schemes and 

situations are the same we have a range of 

options when commissioning a review.  You 

can commission at each stage or just at the 

stage that is of most value to you during the 

process. 
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Why Barnett Waddingham? 
Reviews are carried out by our insurance 

consulting team. They monitor the market and 

meet with bulk annuity providers frequently.  

The specialist knowledge of our insurance experts means the information is 

assessed and benchmarked by those who best understand the market.

We have considerable experience advising pension schemes at every stage of 

the buyout process. We understand trustees’ needs meaning we can present 

information in an easily digestible format.

If you would like to speak to us about our insurer covenant review services 

please do not hesitate to get in touch:

   kim.durniat@barnett-waddingham.co.uk 

    020 7776 3885

    www.barnett-waddingham.co.uk/insurance
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