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Your questions answered

Section 1. What is happening and why

1.1 What are the proposed changes?

Sterling Insurance Company Limited (‘‘Sterling’’, previously Albion Insurance
Company Limited) was acquired by the French group Société de Groupe
d’Assurance Mutuelle Covéa (Covéa Group) on 25 February 2015.

Covéa Group is proposing to transfer the general insurance business of
Sterling into Covea Insurance plc (Covéa Insurance), to create a single UK
general insurance business. Covéa Insurance is a well-established UK
general insurer specialising in motor, household and commercial insurance
products and is also part of the Covéa Group.

In order for the transfer to take place, a rigorous legal and regulatory
approval process must be followed.

1.2 Why is the transfer happening?

The proposed transfer will allow the Covéa Group to manage its UK
businesses and diversify its risks more efficiently. Having a single general
insurance business, instead of two separate companies, will reduce running
costs and allow the Covéa Group to manage its capital and control its costs
more effectively, while continuing to service its policies efficiently.

If the proposal is approved, then it is anticipated that all Sterling general
insurance policies will transfer to Covéa Insurance from 1 January 2016. The
transfer will not change the benefits provided by these policies, nor will it
change the premiums payable.

This proposal will not change the current administration arrangements for
Sterling policies; your policy will continue to be serviced by your insurance
broker or intermediary (if applicable), so the level of service that you
currently receive will not be affected as a result of the proposals.

Please see Section 8 for details of how to contact us.

1.3 Why are we informing you?

Policyholder protection is paramount and, as part of the legal process,
notification to policyholders, claimants and other key stakeholders is required.
The manner in which communications are being issued, in relation to the
formal notification of the transfer, has been discussed with the Financial
Conduct Authority (FCA) and the Prudential Regulation Authority (PRA) who
have no objection to this approach.
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1.4 Why is there a separate Jersey Scheme?

Sterling’s business includes a small number of policies (Jersey Policies) that
have been written as part of the business carried on by Sterling in, or from
within, Jersey. The transfer of such business requires approval from the
Royal Court of Jersey (Royal Court). Sterling and Covéa Insurance are
proposing to apply to the Royal Court for approval of a scheme to transfer
such business (the Jersey Scheme) to Covéa Insurance (to enable these
Jersey Policies to transfer across). In order for the Jersey Scheme to
become effective, the Jersey Scheme must be approved by the Royal Court
and the Scheme must be approved by the High Court of Justice of England
and Wales (the Court) and become effective.

The Jersey Scheme is based on the same terms as the UK scheme. The
summary of the scheme set out in this booklet applies equally to the Jersey
Scheme except that, (i) any amendment to the Jersey Scheme, affecting the
substance of the Jersey Scheme, would require the consent of the Jersey
Financial Services Commission and the Royal Court and (ii) the Jersey
Scheme will be governed by Jersey law. The report of the independent
expert referred to in this booklet and the summary of the report of the
independent expert in this booklet also applies equally to the Jersey Scheme.

The Jersey Scheme is relevant only to you if you have a Jersey Policy. If
you have an objection to the Jersey Scheme or believe you may be
adversely affected or have any questions then contact details are provided in
this booklet where such matters can be addressed.

1.5 My policy is with CUNA Mutual Insurance (Europe) Limited – why have
you written to me?

In April 2015 the general insurance policies of CUNA Mutual Insurance
(Europe) Limited (CM) were transferred to Sterling. If you only had a general
insurance policy with CM then you would not have been notified of the
transfer. That transfer was governed under Irish law and no notification of
policyholders was required. There were no changes to the terms and
conditions of your policy. Under UK law, we are obliged to inform all
policyholders of the transfer from Sterling to Covéa Insurance.
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Section 2. The Covéa Group

2.1 About the Covéa Group

The Covéa Group is a leading French mutual insurance group providing a
wide range of insurance products, both life and non-life, through three major
brands – MAAF, MMA and GMF.

The Covéa Group is number one for property and liability insurance in
France and served over 11.3 million policyholders, generating c16.5 billion in
premiums in 2014. As a result of its financial strength, the Covéa Group has
attained a Standard and Poor’s A positive rating.

2.2 Some of the key statistics about the Covéa Group*

* 11.3 million members and customers

* 10.3 million insured vehicles

* 7.5 million home insurance policies

* Over 26,600 employees (in France and abroad)

* c16.5 billion in gross premiums (life and non-life)

*as at 31 December 2014

2.3 The Covéa Group within the UK

The Covéa Group has two general insurance companies operating in the UK
– Covéa Insurance and Sterling. The Covéa Group is planning to transfer the
insurance business of Sterling into Covéa Insurance to create a single UK
insurance company.

2.4 Covéa Insurance

Covéa Insurance is a well-established, financially secure UK general insurer
whose reputation is founded on a track record of financial stability and
reliability for over 50 years. Covéa Insurance also has a Standard and Poor’s
A positive rating as a guaranteed subsidiary of the Covéa Group.

The company offers competitively-priced household and motor insurance,
along with a range of commercial insurance products designed to meet the
needs of most businesses, through a nationwide network of intermediaries.
Employing almost 1000 people, Covéa Insurance has a strong people and
service ethos and is accredited as Investors In People Gold, features in the
2015 Sunday Times Top 100 mid-sized Best Companies to Work For and is
accredited by the Institute of Customer Service for the provision of world
class service by its Motor Claims, Commercial Claims and Underwriting
Services teams.
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2.5 Some of the key statistics about Covéa Insurance*

* 1.2 million policyholders

* £445m in gross premiums

* Almost 1,000 employees

*as at 31 December 2014
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Section 3. What this transfer means for you

3.1 Will my policy be affected?

If the proposals are approved then there will be no changes to the
premiums, benefits, and terms and conditions of any Sterling general
insurance policy.

We are not making any changes to how your policy is administered as part
of the proposed transfer to Covéa Insurance; your policy will continue to be
serviced by your insurance broker or intermediary (if applicable).

This transfer only applies to the general insurance policies of Sterling
Insurance Company Limited. If you have a policy with Sterling Life Limited
this will remain unchanged by the transfer. It may be the case that you have
an insurance policy that offers both a life insurance element of protection
(which provides, for example, payments on death) and a general insurance
element of protection (for example, payments in the event of unemployment).
The life insurance element of the policy is provided by Sterling Life Limited
and the general insurance element is provided by Sterling Insurance
Company Limited. The life element of your policy will be unaffected by the
transfer and will remain with Sterling Life Limited.

3.2 Will these changes be fair to customers?

Sterling and Covéa Insurance have assessed the proposals in detail to make
sure that customers’ interests are safeguarded. Based on these
assessments, the proposals have been approved by the Boards of both
companies.

The Scheme has been reviewed by an Independent Expert and by the FCA
and PRA, and it will not take place unless approved by the Court. The
Independent Expert’s assessment has considered the security of all
policyholders and his report is summarised in this booklet. A full copy of the
Independent Expert’s report can be downloaded from our website, or we can
send a copy to you. See Section 8 for our contact details.

The Independent Expert’s report concludes in summary that the risk of any
policyholder from either Sterling or Covéa Insurance being adversely affected
by the proposed transfer is sufficiently remote for it to be appropriate to
proceed with the proposed transfer as described in the scheme.

As with all insurance business transfers, the Court needs to give its approval
to the transfer before it can go ahead. The Court will consider the reports of
the Independent Expert, the FCA and PRA, and any objections received.

3.3 Is there an opportunity to vote on these proposals?

No. There is no legal requirement for a vote. However, if you consider you
may be adversely affected by the proposals or if you object to the proposals,
then you have a right to raise your concerns to, and for your objection to be
heard by, the Court. See Section 7 on what to do if you wish to object to the
Scheme.
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3.4 Who will pay for the cost of the transfer?

The costs associated with the proposed transfer will be met by the
companies. No costs will be passed on to policyholders.

3.5 What will happen if the transfer isn’t approved by the Court?

The transfer will not proceed. However, Part VII transfers are commonly
used to bring insurance businesses together. The Covéa Group is working
with a range of very well qualified advisors and has plans in place to
manage the transfer process.
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Section 4. More about the Scheme

4.1 What is the Scheme?

This is the legal document which is used to govern the transfer of business
from one company to another and has to receive Court approval.

We have included a summary of the Scheme with this pack. A full copy of
the Scheme can be downloaded from our website, or we can send a copy to
you. See Section 8 for our contact details.

4.2 When would the proposed transfer happen?

If the proposals are approved by the Court, then we expect that the transfer
will take place at 23:59 on 31 December 2015.

4.3 Where can I find out more information?

We have included information within this pack to help you understand the
proposed transfer.

Electronic copies of this pack, along with a full copy of the Scheme and the
Independent Expert’s report are available on our website, or can be posted
out to you on request.

You can also write, email or call us if you have any further questions.

See Section 8 for our contact details.
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Section 5. More about the Independent Expert

5.1 Who is the Independent Expert?

The Independent Expert is Mr Philip Tippin of KPMG, one of the UK’s
leading providers of professional services and part of the largest financial
services firm in Europe. Mr Tippin is an Insurance Partner at KPMG, with
extensive experience in the issues concerned with insurance business
transfers.

5.2 What is he there to do?

The Independent Expert has been appointed to report his opinion on the
likely effect of the proposals on policyholders. He is not an advisor to anyone
involved in the Part VII transfer, but a person independent of the parties
involved whom the FCA and PRA consider has the necessary skills to
assess the effect of the transfer. The PRA, after consulting with the FCA,
has approved his appointment.

His report must be impartial, based on a thorough scrutiny of the proposals
and the businesses of Sterling and Covéa Insurance. Both companies have
provided Mr Tippin with access to key staff and any information he has
requested, both private and public.

5.3 How do I know he is independent?

Mr Tippin’s overriding duty of responsibility is to the court, and not to the
companies involved in the proposed transfer. We have included a summary
of his report with this pack. A full copy of his report can be downloaded from
our website, or we can send a copy to you on request. See Section 8 for
our contact details.
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Section 6. More about the Court and its role

6.1 Where and when will the Court hearing take place?

The Court hearing is scheduled to take place on Friday 11 December 2015
at the High Court, 7 Rolls Building, Fetter Lane, London EC4A 1NL.

The application to the Royal Court for approval of the Jersey Scheme is
expected to take place at 9.30am on 18 December 2015 at the Royal Court
of Jersey, Royal Court House, Royal Square, St. Helier, Jersey, JE1 1JG.

6.2 Who can attend?

UK Scheme

The Court hearing will be attended by representatives of the companies
involved and the Independent Expert. The FCA and PRA have indicated to
us that they may be represented. Sterling and Covéa Insurance will both be
represented at the Court hearing by a barrister.

The Court hearing is open for members of the public to attend.

If you have an objection to the transfer or if you believe you will be
adversely affected as a result of the Scheme, you can attend (in person or
by a legal representative with advocacy rights), and make your objection at
the Court hearing.

If you do intend to appear or to be represented at the Court hearing, you are
requested to notify Clyde & Co LLP, the solicitors acting for Sterling and
Covéa Insurance, of your intention and the reasons. You should contact
them by writing to Clyde & Co LLP (Reference 1508798, Geraldine Quirk/
Ravi Masaon), The St. Botolph Building, 138 Houndsditch, London EC3A
7AR as soon as possible and ideally before Monday 7 December 2015. If
you would rather make your objection in writing, this will also be included in
the information supplied to the Court. You can also call us to make an
objection between 9am and 5pm Monday to Friday. See Section 8 for our
contact details.

It is possible that the hearing date may change. Anyone wishing to attend
the hearing should check our website which will be updated should the
hearing date change. See Section 8 for our website addresses.

Jersey Scheme

Any person who alleges that he or she would be adversely affected by the
Jersey Scheme, is entitled to be heard at the hearing of the Royal Court,
either in person or by appointing an Advocate of the Royal Court to make
representations on their behalf. Any person may also put their objections to
the Jersey Scheme in writing. If you intend to make representations/
objections at the hearing, you are requested to give notice of your intention
to do so in writing, setting out the reasons why you believe you may be
adversely affected. Please send such notice and any written objections to
The Part VII team at the contact address detailed in this booklet, or to
Mourant Ozannes, 22 Grenville Street, St. Helier, JE4 8PX (ref: matter

12



8019206), by close of business on Monday 7 December 2015. By informing
us, we will be able to let you know about any changes that may take place
to the court hearing, for example a change in the time or date. We may also
be able to deal with any concerns you have.

Between the hours of 9am and 5pm, Monday to Friday (excluding bank
holidays) you can inspect or obtain copies (free of charge) of the report of
the independent expert and the representation to the Royal Court from the
offices of Mourant Ozannes, 22 Grenville Street, St. Helier, Jersey JE4 8PX.

6.3 What will happen at the Court hearing?

The Judge will review whether all of the legal procedures for completing a
Part VII transfer have been followed correctly.

The Judge will also review the witness statements and evidence presented
by the companies, and consider the reports of the Independent Expert, the
FCA and PRA.

Time will be allocated to hear any objections put forward (whether in writing
or in person) by affected policyholders or any other person who alleges that
they would be adversely affected by the proposals.

The Judge must decide whether or not it is appropriate to approve the
Scheme, taking all of the evidence into account. If the Judge does approve
the Scheme, then a High Court Order is made which allows the Scheme to
come into effect at a time specified in the Order.
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Section 7. Next steps

7.1 What should I do now?

If you don’t think you are adversely affected and have no objections to the
proposal you do not have to do anything. A full copy of the Scheme and
Independent Expert’s Scheme Report can be downloaded from our website,
or we can post a copy to you on request. See Section 8 for our contact
details.

7.2 What should I do if I have an objection to the transfer?

We hope this document provides you with the information to allow you to
understand what is proposed, and answer any questions that you may have.
However, if you consider you may be adversely affected by the proposal or
object to the proposal or if you need any further information about the
proposal then please let us know. You can call us between 9am and 5pm
Monday to Friday, email us or write to us at the address shown on your
covering letter. See Section 8 for our contact details.

We will keep a careful record of all the objections received and will provide
this as evidence at the Court hearing. You also have a right to attend the
Court hearing and to make your objection known to the Court. Please read
Section 6 of this booklet for further details.

7.3 How will I know if the Scheme has been approved?

We will announce the outcome of the Court application on our website,
following the Court hearing, which is due to take place on Friday
11 December 2015. See Section 8 for our website address.

14



Section 8. Contact details

8.1 How do I find further information?

You can find further information on dedicated pages on the Sterling and
Covéa Insurance websites:

www.sterlinginsurancegroup.com/partvii

www.coveainsurance.co.uk/partvii

Electronic copies of this booklet, along with a full copy of the Scheme and
the Independent Expert’s report are available on the websites. We can post
copies to you upon request.

Copies of this booklet, along with a full copy of the Scheme and the
Independent Expert’s report can be provided in alternative formats upon
request.

Should the date of the Court hearing change we will provide an update on
the websites.

If the transfer is approved, it will be announced on the websites.

8.2 How do I contact you?

You can also call us, email us or write to us:

a. By phone: 0330 134 8116 (for queries relating to a private home or
commercial insurance policy) or
0330 134 8117 (for queries relating to a financial
protection insurance policy (such as a personal accident
or payment protection insurance policy)).

If you are unsure which number to call, please refer to your covering
letter for more information.

b. By email: ask@sterlinginsurancegroup.com

c. By post: Part VII Team – Floor 3
Sterling Insurance Company Limited
50 Kings Hill Avenue
Kings Hill
West Malling
Kent ME19 4JX

8.3 How quickly will you respond to me?

If you contact us by telephone, we will respond to you within 7 working days.

If you contact us by email or in writing, we will respond to you within 7
working days.

If you wish to raise an objection about the proposed transfer, our response
will always be in writing. We will reply to you within 7 working days, either to
respond to your objection, or to acknowledge receipt of your objection. If we
are simply acknowledging receipt of your objection, we will tell you in our
letter when we will respond in full.
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If you notify us of your objection in writing, this will be included in the
information we provide to the Court along with a copy of our response.
Notifying us of your objection in writing does not affect your right to attend
and make your objection at the Court hearing. Please read section 6 of this
document for further details.

If you contact us by phone, our phone lines will be open Monday to Friday
(excluding public holidays) from 9am to 5pm.
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The Scheme
1 Background

The objective of the Scheme is to transfer all of the insurance and
reinsurance business underwritten or assumed by Sterling Insurance
Company Limited (previously known as Albion Insurance Company Limited)
(Sterling) to Covea Insurance plc (Covéa Insurance), pursuant to Part VII of
the Financial Services and Markets Act 2000 (the Act).

2 The Business to be transferred

The business that it is proposed should be transferred to Covéa Insurance
(the Transferring Business) comprises all of the insurance and reinsurance
business underwritten or assumed by Sterling.

The Transferring Business consists of a variety of insurance policies and
predominantly comprises household insurance, commercial insurance,
personal accident insurance and creditor insurance. The Transferring
Business also includes some ‘‘legacy’’ business being marine, aviation and
transport (re)insurance policies and a limited number of (re)insurance policies
in respect of historic asbestos claims.

If you are uncertain whether or not your policy is being transferred under the
Scheme, please contact Sterling at the address and reference given in the
‘Your questions answered’ section of this booklet. However, you should note
that the entirety of Sterling’s insurance business is being transferred, so if
you have a policy issued by Sterling it will be included in the transfer.

3 Effect of the Scheme

A summary of the principal terms of the Scheme is set out in this booklet.

In broad terms, the effect of the Scheme is that Sterling’s rights and
obligations under policies comprising the Transferring Business will be
transferred, without alteration, to Covéa Insurance.

Any rights you have under such policies will remain unchanged, but following
the transfer will be exercisable against or owed to Covéa Insurance alone.
Valid claims will continue to be paid although the party liable to make
payment will be Covéa Insurance, rather than Sterling that originally issued
the policy.

Any premiums payable in respect of the Transferring Business will be
payable to Covéa Insurance.

For the avoidance of doubt, mis-selling liabilities solely attributable to the
general insurance element (and not to any life insurance element) of any
transferring insurance policies shall transfer under this Scheme.

4 How the Scheme will become Effective

In order to become effective, the Scheme will need to be approved by the
Court. The necessary application has already been lodged with the Court
and formal notice of the application is included in this booklet. In considering
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whether to make an order sanctioning the Scheme, the Court will be assisted
by the report (Scheme Report) prepared by Philip Tippin of KPMG (the
Independent Expert) pursuant to section 109 of the Act. The appointment of
the Independent Expert has been approved by the Prudential Regulation
Authority (PRA). The Scheme Report prepared by the Independent Expert,
the form of which has been approved by the PRA, considers the effect of the
Scheme on the policyholders of Sterling and Covéa Insurance.

In making the Scheme Report, the Independent Expert owes a duty to the
court, rather than to the parties appointing him.

It is anticipated that the Scheme will take effect from 1 January 2016 (being
the Effective Date).

A summary of the Scheme Report is set out in this booklet. A copy of the
Scheme Report may be obtained free of charge by writing to the parties at
the contact details provided in this booklet.

5 What should I do if I have an objection to the transfer?

The application will be heard in the High Court at 7 Rolls Building, Fetter
Lane, London, EC4A 1NL, United Kingdom. It is expected to take place on
Friday 11 December 2015. Any person who alleges that he or she would be
adversely affected by the carrying out of the Scheme is entitled to appear at
the hearing, either in person or by instructing a barrister or solicitor, to make
representations, or to make representations in writing. For the avoidance of
doubt, if you do not wish to appear at the hearing but wish to make an
objection or representation, you can write to the parties (at the contact
details provided in this booklet) or their solicitors (at the contact details
below). Any such correspondence shall be passed onto the PRA and the
Financial Conduct Authority (FCA) as well as the High Court.

If you intend to make representations at the hearing, you are requested to
give notice of your intention to do so in writing, setting out the reasons why
you believe you may be adversely affected. Please send such notice and
any written representations to the Part VII team at the contact address given
in this booklet, or to Clyde & Co LLP, The St Botolph Building, 138
Houndsditch, London, EC3A 7AR (ref: G Quirk/R Masaon/Ref 1508798),
ideally by close of business on Monday 7 December 2015.

A copy of this booklet has been sent to brokers or insurance intermediaries
believed to have placed business forming part of the Transferring Business
with Sterling. You can also contact either your broker or other intermediary if
you have any questions or require any further information.
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Appendix 1

Summary of the terms of the Scheme

This summary sets out the principal provisions of the Scheme. Unless
otherwise defined in this summary, capitalised terms used in this summary
have the meanings given to them in the main body of this booklet of which
this summary forms part.

It is anticipated that the Scheme will take effect on the Effective Date.

On the Effective Date:

1. Covéa Insurance will assume Sterling’s rights and obligations arising out
of the insurance policies comprising the Transferring Business;

2. The liabilities of Sterling so far as they relate to the Transferring
Business will be transferred to and become liabilities of Covéa
Insurance and will cease to be liabilities of Sterling; and

3. Sterling’s interest in outwards reinsurance contracts which protect the
Transferring Business will be transferred to Covéa Insurance.

The assets of Sterling comprised in or relating to the Transferring Business
will transfer to Covéa Insurance on the Effective Date. However, it is
possible that not all assets will transfer on the Effective Date, since until
Sterling’s authorisation is cancelled, it must maintain a minimum level of
capital (MCR). While it is expected that Sterling’s authorisation will be
cancelled on the Effective Date, the Scheme allows for the value of the
assets to be transferred to be reduced to the extent necessary to enable
Sterling to comply with its MCR, with the remaining balance to be transferred
as soon as practicable following its de-authorisation.

There will be no change in the terms and conditions of the insurance policies
that comprise the Transferring Business.

Following the Effective Date:

1. Sterling must account to Covéa Insurance for all sums or benefits
received after the Effective Date in respect of the Transferring Business
and/or any outwards contracts of reinsurance attributable to it;

2. All premiums attributable to the Transferring Business will from the
Effective Date be payable to Covéa Insurance; and

3. Any judicial, quasi-judicial, administrative or other proceedings for the
resolution of a dispute or claim (whether pending, current or future) by,
against or in relation to Sterling and concerning the Transferring
Business or any outwards reinsurance contracts attributable to it will be
commenced and/or continued by, against or in relation to Covéa
Insurance.

The Scheme imposes an obligation on Sterling to account to Covéa
Insurance for all benefits which may be received by it in respect of the
Transferring Business from the Effective Date.
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Covéa Insurance may, with the consent of Sterling (so long as Sterling
exists), agree on behalf of all persons concerned to any modification of or
addition to the Scheme or any further condition or provision in the Scheme
which the Court may approve or impose. In the case of an amendment
affecting the substance of the Scheme, the consent of the PRA and/or FCA
(as applicable) will also be required. The Scheme will be governed by and
construed in accordance with English law.
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Appendix 2

SUMMARY INDEPENDENT EXPERT REPORT

OF PHILIP TIPPIN FIA

In the matters of

COVEA INSURANCE PLC

AND

STERLING INSURANCE COMPANY LIMITED

AND IN THE MATTER OF PART VII OF THE FINANCIAL

SERVICES AND MARKETS

ACT 2000

IN THE HIGH COURT OF JUSTICE

DATED 12 AUGUST 2015

# 2015 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (‘‘KPMG
International’’), a Swiss entity. All rights reserved.
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Introduction

Sterling Insurance Company Limited (‘‘Sterling’’) is a wholly owned direct
subsidiary of Sterling Insurance Group Limited, and writes non-life insurance
business as a subsidiary of the French group Société de Groupe
d’Assurance Mutuelle (SGAM) Covéa (‘‘Covéa Group’’). Covéa Group
acquired the Sterling Insurance Group during 2015, through its UK holding
company MMA Holdings UK plc. It has been proposed that Sterling will
transfer its entire insurance and reinsurance business under the provisions of
Part VII of the Financial Services and Markets Act 2000 (‘‘FSMA’’) under a
transfer to be approved by the High Court of Justice, England (‘‘the Court’’).

The proposed transfer moves the insurance and reinsurance policies of
Sterling to Covea Insurance plc (‘‘Covea Insurance’’). Both Sterling and
Covea Insurance are wholly owned indirect subsidiaries of Covéa Group. In
addition to the English transfer a parallel transfer to Covea Insurance is
proposed in Jersey in respect of Jersey business written by Sterling. The
transfer of business carried on in or from within Jersey must be approved by
the Royal Court of Jersey.

Following the transfer, Sterling will be deauthorised. The proposed date for
this transfer to be effective is 31 December 2015.

I refer to the transfer of insurance business of Sterling as the ‘‘Transfer’’. I
refer to Sterling and Covea Insurance as the ‘‘Transfer Companies’’.

About the Independent Expert

I, Philip Tippin, am a partner in the actuarial practice of KPMG LLP
(‘‘KPMG’’). I have been a Fellow of the Institute and Faculty of Actuaries for
17 years. I have been appointed by Covea Insurance to act as the
Independent Expert in connection with the Transfer. My appointment has
subsequently been approved by the Prudential Regulation Authority (‘‘PRA’’)
on 26 March 2015.

To the best of my knowledge, information and belief, I have no conflicts of
interest in connection with the parties involved in the proposed Transfer and I
therefore consider myself able to act as an Independent Expert on this
transaction. I can confirm that I have no financial interest in the Transfer
Companies, nor do I work for any entity belonging to Sterling or its parent
Covéa Group. Neither I, nor any of my immediate team assisting me in
producing this report, have carried out any work with the Transfer Companies
or any of the wider Covéa Group companies over the last three years. In
reporting to the Court on the proposed Transfer my overriding duty lies with
the Court. This duty applies irrespective of any person or firm from whom I
have been instructed or paid.

About the Summary Report – Use, Limitations and Reliances

This summary covers the main conclusions of the Independent Expert’s
Report. As noted in the Independent Expert’s Report I have not considered
any alternative arrangements to those set out in the Transfer documents
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submitted to the Court. I have relied on data and other information made
available to me by the Transfer Companies. While I have received written
confirmation from the Transfer Companies of the accuracy of the information
provided to me, I have not sought independent verification and my work does
not constitute an audit of the financial or other information provided to me.

This summary must be considered in conjunction with the Independent
Expert’s Report and reliance must not be placed solely on this summary.
Both this summary and the Independent Expert’s Report must be considered
in their entirety, including the limitations on their use as set out in the
Independent Expert’s Report. In the event of any real or perceived conflict
between this summary and the Independent Expert’s Report, the latter shall
be definitive.

This summary report is part of a circular that is being sent to certain
policyholders as part of the Communication Plan for the proposed Transfer.
With limited exceptions, policyholders of Sterling with live (or for some
products recently expired) policies will receive this circular. Policyholders of
Covea will not receive the circular. The proposed Transfer is being
advertised in a number of newspapers with coverage across each territory in
which Sterling underwrote risks, and the Independent Expert report and other
relevant documents are being made available on the websites below.

Full details of the Communication Plan are contained in Appendix 7 of the
Independent Expert report. Having considered this I conclude that the
proposed approach to communicating the Transfer is appropriate, reasonable
and proportionate, but I note and accept that the Court is the ultimate arbiter
on this issue.

Copies of the Independent Expert’s Report are available at the following
links: www.sterlinginsurancegroup.com/partvii, and
www.coveainsurance.co.uk/partvii.

Overview of Transfer and affected policyholders

The Transfer is primarily a legal and financial re-organisation of the
businesses operating under the Covéa Group brand and will not result in any
significant changes to the administration of the Covéa Group business.

The transferring policyholders are a mixture of private individuals and
businesses, holding policies largely relating to creditor, household, and
commercial insurance, and a small amount of personal accident business.
There are also a relatively small number of transferring policyholders with
older legacy products.

As a consequence of the Transfer the insurance obligations and other assets
and liabilities of Sterling will transfer to Covea Insurance. The existing
policyholders of Covea Insurance are a mixture of private individuals that
have purchased motor or home policies or businesses that have purchased
commercial property and liability policies.

Prior to the Transfer, Sterling policyholders do not benefit from any intra-
group guarantee.
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Covea Insurance policyholders benefit from the guarantee provided by one of
the ultimate parents MMA IARD Assurances Mutuelles (‘‘MMA IARD’’), which
is one of the insurance mutuals in the Covéa Group. After completion of the
Transfer, it is intended that Sterling policyholders also will receive the benefit
of this guarantee

I have identified two distinct policyholder groups. These are:

i) The existing insurance policyholders of Sterling that will transfer to
Covea Insurance; and

ii) The existing policyholders of Covea Insurance

I have considered using other policyholder groupings within my report as
summarised below, however I have not identified any material difference in
impact on policyholders when split differently to that above. I considered the
following alternative groupings but came to the conclusion that each subset’s
interests were aligned:

i) Insurance and Reinsurance policyholders;

ii) Policyholders of compulsory and non-compulsory insurance; and

iii) Policyholders related to latent risks and the remainder of book

Background of the Transfer Companies

Covea Insurance is a UK insurance company, wholly owned by Covéa
Group, through its UK holdings company MMA Holdings UK plc. Covea
Insurance writes Motor, Household and Commercial Lines business, all of
which is distributed entirely through brokers and intermediaries.

Sterling is a UK insurance company also wholly owned by Covéa Group,
writing policies to businesses, the general public and mid to high net worth
individuals. It is mainly focussed on UK creditor, household, and commercial
insurance, with a small amount of personal accident business.

It is considered to have an adequate financially stable outlook by market
observers – by way of example, it held a ‘‘BBB+’’ credit rating from Fitch
Ratings before the acquisition by Covéa Group.

While Covéa Group is based in France, it operates in Europe (with a small
amount of policies in US and Canada) through a network of branches and
subsidiaries including, in the UK, the Transfer Companies. Covéa Group and
Covea Insurance hold an ‘‘A’’ credit rating by Standard and Poor’s.

Overview of my analysis

In considering the impact of the proposed Transfer on the security of
policyholders, I have focused my analysis on comparing the financial
resources available to support policyholders in the event the Transfer
proceeds and also in the event it does not. I have followed a five step
approach as outlined below:

* I have considered the specific circumstances of each policyholder
group.
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* I have considered the management and governance framework in place
and the future intentions and strategies adopted by the Covéa Group
with respect to the Transfer Companies.

* I have compared the amount of financial resources available to meet
policyholder claims in the event the Transfer proceeds with the financial
resources available if the Transfer does not proceed. I have made this
comparison using three alternative measures of financial strength, and
considered the change in both the absolute level of financial resources
and the change in the ratio of financial resources available to existing
liabilities and to insured exposure before and after the Transfer.

* I have compared the position of policyholders before and after the
Transfer under a variety of stressed scenarios to consider the ability of
the Transfer Companies to deal with adverse scenarios.

* Having considered the change in capital available and the potential
change in the risks to which the policyholder groups may be exposed, I
have performed any further analysis I consider necessary to form an
opinion.

My approach to considering the effect of the Transfer on service levels
experienced by policyholders has been to determine if a change in service
arrangements would occur if the Transfer were to proceed, and to compare
any changes with the arrangements that would be in place were the Transfer
not to take place.

What is the effect of the Transfer on group structure?

Following the Transfer, it is proposed that Sterling will be de-authorised. As a
result I have considered any changes to guarantees provided within the
group and the tax implications of the Transfer.

Guarantees

It is proposed to transfer the assets and liabilities of Sterling to Covea
Insurance, with Sterling then being de-authorised.

Following the Transfer, it is intended that the policyholders of Sterling
transferring to Covea Insurance will receive the benefit of a parental
guarantee provided by MMA IARD.

In the event that Covea Insurance were unable to pay the claims arising
from its policies, including the transferred policies, then the capital of MMA
IARD would be available to meet further deterioration of these reserves. I
believe that the possibility of Covea Insurance not paying claims is extremely
remote, and therefore do not rely on the existence of this guarantee in
forming my conclusions.

Although Sterling lose an apparent level of security through no longer being
a subsidiary of Sterling Insurance Group Limited, this is a holding company
with small liquid assets, and the capital resources of Covea Insurance are
materially larger.
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Tax impact and other costs of the Transfer

I have received written confirmation from the management of Sterling and
Covea Insurance that no significant tax liabilities will be realised as the result
of the Transfer, following advice from independent advisers. Whilst there are
some potential tax liabilities that may emerge, it is estimated currently that
the Transfer will be broadly tax neutral (that is to say will not create a
significant tax asset or liability), and therefore I am satisfied that they would
not be sufficient to change any of my conclusions within the report. Covea
Insurance and Sterling have performed due diligence including commissioning
analysis from specialist tax advisers on the tax implications of the Transfer in
order to make this statement.

I understand that most costs associated with the Transfer will be incurred
whether or not the Transfer proceeds, as the majority of these costs relate to
activities occurring prior to the sanction hearing (for example, with respect to
legal fees and policyholder communications). Therefore I identify no
significant additional costs arising from the implementation of the Transfer.
Covea Insurance will meet these costs.

What is the non-financial impact of the Transfer?

Executive management

The combined group is in the process of integrating the businesses of Covea
Insurance and Sterling Insurance Group Limited following Covéa Group’s
acquisition of Sterling Insurance Group Limited, including restructuring the
executive management team of the combined business in order to build a
unified management team. As a consequence several senior management
appointments have been announced, including a single chief executive officer
for the combined business. The restructuring of the executive management is
occurring regardless of the Transfer, being a part of the integration of the
Sterling business following acquisition.

Administration of the business

Sterling employs no staff itself. At present Sterling uses the services of
Sterling Insurance Group Limited in the administration and operations of its
business, including underwriting and claims.

The vast majority of Covea Insurance administration is currently conducted in
house. Covea Insurance’s liability claims handling is currently outsourced but
is intended to be brought in house as part of the ongoing integration of
Sterling into Covéa Group.

With the integration of Sterling within the Covéa Group, the administration
and operational services used by the Transfer Companies are being
organised to create a unified business model, as would be expected
following an acquisition. I understand that the current Service Level
Agreements for each business will remain the same. There will be no change
for the transferring policyholders between the systems and processes used,
the contact details needed to make a claim or amend a policy, or the
locations in which they are dealt with as a direct result of the Transfer, and
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therefore there will be no anticipated impact on policyholders with regard to
administration.

Sterling Insurance Group Limited will be renamed as Covea Insurance
Services Limited, and will employ the underwriting, administration and other
service staff of both Covea Insurance and Sterling Insurance Group Limited
post transfer.

These administrative changes are all being introduced as part of the
integration programme running with Covea Insurance and Sterling following
the acquisition. Whilst they represent changes to the way things are currently
carried out, they will be occurring whether or not the Transfer occurs.

Contractual arrangements

I understand that the Transfer is to have no impact on contractual terms of
insurance policies, other than changing the party to the contract from Sterling
to Covea Insurance. In addition, I understand that the Transfer is intended to
have no impact on the terms of third party contracts, other than changing the
party to the contract from Sterling to Covea Insurance.

I understand that there could be a number of policies subject to the
proposed Transfer that include auto-renewal terms. For these policies these
terms will remain the same after the Transfer as before; the only difference
will be the change in insurer. There are no provisions in the Transfer which
would alter the terms on which policies would be renewed. The process used
to come to a premium will not change from that currently followed by
Sterling.

Sterling executives’ contracts including incentives will be appropriately aligned
with those of current Covea Insurance executives as part of the wider
integration project.

Regulatory arrangements

Both Sterling and Covea Insurance’s primary regulators are currently the
PRA and the FCA, so there will be no regulatory change as a result of the
Transfer.

The policyholders of Sterling that are eligible for protection under the
Financial Services Compensation Scheme (‘‘FSCS’’) will retain this protection.
The FSCS is a statutory scheme funded by members of the UK financial
services industry that provides protection to policyholders in the event that
claims cannot be paid in full out of current reserves, capital, reinsurance and
parental guarantees. In practice there will be no change to any policyholders
with regard to their protection under the FSCS. Similarly no policyholder’s
right of access to the Financial Ombudsman Service will change as a result
of the Transfer.

Impact of changes in regulatory regime and jurisdiction

The Transfer Companies are currently subject to a requirement to hold
capital of an amount at least equivalent to the current European Union wide
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minimum capital requirement, which I refer to as the ‘‘Solvency I’’ capital
requirement.

In addition, the UK regulatory regime currently imposes additional capital
requirements which are determined individually for each company based on
the company’s own assessment of the nature of the business and
consequent levels of risk, combined with additional capital requirements
imposed by the regulator on a case by case basis. This is variously
described as the Individual Capital Assessment or ‘‘ICA’’ regime.

A new European Union wide regulatory regime for insurance companies
known as ‘‘Solvency II’’ is being introduced with effect from 1st January
2016. Insurers will be required to hold sufficient capital to a 99.5% probability
to ensure that they will be able to meet policyholders’ claims in full over the
coming year (‘‘SCR’’ or ‘‘Solvency Capital Requirement’’). Insurers will
calculate their SCR by reference to the nature of the risks within their
business

After the Transfer Covea Insurance will be required to comply with the
Solvency II capital requirements, as these become effective from 1 January
2016. Should the Transfer not proceed, Sterling will also be subject to
Solvency II capital requirements. Therefore Sterling policyholders will be
insured by a business subject to Solvency II capital requirements irrespective
of whether the Transfer proceeds.

Will the transfer impact the security of policyholders?

I identify no material adverse change in the economic circumstances of any
of the main groups of policyholders.

Prior to the Transfer, the ratio of available capital to the capital requirement
(‘‘Capital Cover Ratio’’), calculated by reference to the ICA requirement, for
both Covea Insurance and Sterling is greater than one, indicating the
probability that policyholder benefits may not be paid is remote. A ratio
greater than one suggests capital is held to a level greater than that required
for the 99.5% confidence level.

If the Transfer does not proceed, the Capital Cover Ratio for Covea
Insurance remains materially in excess of one, indicating that Covea
Insurance will comfortably meet the SCR when the Solvency II regime
begins.

Prior to the Transfer, the Capital Cover Ratio for Sterling is less than one,
indicating that the business will need a capital injection to meet its SCR if
the Transfer does not proceed. I note that this does not change the current
solvency position of the business, but rather reflects the difference between
the Solvency I and Solvency II calculation bases. Should the transfer not
proceed, and with no capital injection, Sterling would face supervisory
intervention. This would hinder Sterling’s ability to complete its business plan,
with potential impacts on policyholder security if the business incurs
additional costs and/or missed profits as a result of this.
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After the Transfer, Covea Insurance will have a slightly reduced Capital
Cover Ratio for Solvency II purposes, although it will remain comfortably
greater than one, indicating the probability that policyholder claims may not
be paid remains remote for existing Covea Insurance policyholders.

Policyholders of Sterling will see a material increase in the Capital Cover
Ratio for Solvency II purposes.

Given the above, I identify no material adverse change in the economic
circumstances of any of the main groups of policyholders.

Overall conclusion

I have considered the Transfer and its likely effect on each of the affected
policyholder groups. I have concluded that the risk of any policyholder being
adversely affected by the proposed Transfer is sufficiently remote for it to be
appropriate to proceed with the proposed Transfer as described in my report.

I will issue a supplemental report containing the most up-to-date financial
information prior to the final hearing. This report will also address any market
developments and any policyholder responses.

Philip Tippin
Fellow of the Institute and Faculty of Actuaries
Partner, KPMG LLP
12 August 2015
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Appendix 3

IN THE HIGH COURT OF JUSTICE No. 5354 of 2015
CHANCERY DIVISION
COMPANIES COURT

IN THE MATTER OF

STERLING INSURANCE COMPANY LIMITED

(and formerly Albion Insurance Company Limited)

AND

COVEA INSURANCE PLC

AND

IN THE MATTER OF PART VII OF THE FINANCIAL SERVICES

AND MARKETS ACT 2000

TRANSFER OF INSURANCE BUSINESS

NOTICE IS HEREBY GIVEN that, by application dated 11 August 2015,
Sterling Insurance Company Limited (the ‘‘Transferor’’), applied to the High
Court of Justice of England and Wales, for amongst other things, an order
under Section 111(1) of the Financial Services & Markets Act 2000 (the
‘‘Act’’) sanctioning an insurance business transfer scheme (the ‘‘Scheme’’)
providing for the transfer of insurance business (comprising policies, assets
and liabilities) to Covea Insurance plc (the ‘‘Transferee’’) and for an order
making provision under Section 112 of the Act.

The business included in the proposed transfer comprises all of the
insurance and reinsurance business underwritten or assumed by the
Transferor (including the business written under the brands ‘‘Be-Wiser’’,
‘‘Shop Direct’’ and ‘‘Cuna Mutual’’).

If you are in any doubt as to whether your insurance policy is included in the
proposed transfer please contact the transfer helpdesk, details of which are
set out below.

Copies of a report on the terms of the Scheme prepared by an independent
expert in accordance with section 109 of the Act (the ‘‘Scheme Report’’) and
copies of a statement setting out the terms of the Scheme and containing a
summary of the Scheme Report may be obtained, free of charge, by
contacting the Part VII Team – Floor 3, Sterling Insurance Company Limited,
50 Kings Hill Avenue, Kings Hill, West Malling, Kent, ME19 4JX or may be
downloaded from the websites:

www.sterlinginsurancegroup.com/partvii

www.coveainsurance.co.uk/partvii

Anyone who has questions regarding the proposed transfer or who requires
any further information regarding the transfer may also contact the transfer
helpdesk by contacting the following phone numbers: 0330 134 8116 (if you
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have a private home or commercial insurance policy) or 0330 134 8117 (if
you have a financial protection insurance policy (such as personal accident
or payment protection insurance)) or by emailing us on
ask@sterlinginsurancegroup.com)

The application will be heard on Friday 11 December 2015 before a Judge of
the Chancery Division of the High Court at 7 Rolls Building, Fetter Lane,
London, EC4A 1NL, United Kingdom. Any person (including an employee of
the Transferor or the Transferee) who alleges that he or she would be
adversely affected by the carrying out of the Scheme is entitled to:

(i) appear at the hearing and make representations in person;

(ii) instruct a barrister or solicitor advocate to appear at the hearing and
make representations on his/her behalf; or

(iii) make representations in writing.

If you intend to appear at the hearing in person, or to instruct someone to
appear on your behalf, you are requested to give notice of your intention to
do so in writing, setting out the reasons why you believe you may be
adversely affected.

You are requested to send such notice, or if you are not intending to appear
in person or by your legal representative, any written representations that
you may have, to the Part VII Team – Floor 3, Sterling Insurance Company
Limited, 50 Kings Hill Avenue, Kings Hill, West Malling, Kent, ME19 4JX or
to Clyde & Co LLP, The St Botolph Building, 138 Houndsditch, London,
EC3A 7AR (ref: G Quirk/R Masaon/1508798). Please provide such notice or
such written representations by close of business on Monday 7 December
2015. You can also email us on ask@sterlinginsurancegroup.com

If the Scheme is sanctioned by the Court, it will result in the transfer of all
the contracts, property, assets and liabilities, within its scope, of the
Transferor to the Transferee; notwithstanding that a person would otherwise
be entitled to terminate, modify, acquire or claim an interest or right or to
treat an interest or right as terminated or modified in respect thereof. Any
such right will only be enforceable to the extent the order of the Court makes
provision to that effect.

Clyde & Co LLP, The St Botolph Building, 138 Houndsditch, London, EC3A
7AR.
Solicitors to the Transferor and the Transferee (Ref: G Quirk/R Masaon/
1508798)
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