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Derivative contracts 

The following additional information is provided pursuant to Rule 9.29 of the Interim Prudential 
Sourcebook: Insurers (Accounts and Statements Rules).  All amounts are shown in £000. 

a. Investment guidelines for the use of derivative contracts were operated by the Society. These form 
part of the overall limits on investment detailed in an agreement between the Society and its 
wholly owned investment management subsidiary.  In particular, in relation to derivatives, 
limitations are in place in relation to warrants, purchased options, call options, futures, contracts 
for differences and forward foreign exchange contracts.  

All of the derivatives are held for purposes of reduction in investment risk or efficient portfolio 
management and are used in connection with other admissible assets. In particular derivatives are 
used for the purpose of matching contractual liabilities. The Society maintains assets which, as far 
as can reasonably be foreseen, will match the obligations under the contract and from which these 
obligations can be fulfilled. 

b. The investment guidelines prohibit entry into contracts which were not, at the time of entry, 
reasonably likely to be exercised other than where they are used in conjunction with contracts 
which were reasonably likely to be exercised. 

c. The Society was not exposed to any contracts of the kind described in section (b) during the year. 

d. The following table lists the extent to which the amounts recorded in Form 13 would be changed if 
assets which the Society had a right or obligation to acquire or dispose of under derivative 
contracts outstanding at the end of the financial year (being in the case of options, only those 
options which it would have been prudent to assume would be exercised) had been so acquired or 
disposed of: 

 
Royal London Other Long Term Funds 

 

Line As reported Amendment As amended 
41 4,342,318 0 4,342,318 
44 41,119 0 41,119 
81 278,288 0 278,288 

 

Scottish Life Fund 

 

Line As reported Amendment As amended 
41 886,071 0 886,071 
44 190,882 0 190,882 
81 0 0 0 
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e. The following table lists the extent to which the amounts recorded in Form 13 would be changed if 
assets which the Society had a right or obligation to acquire or dispose of under derivative 
contracts outstanding at the end of the financial year had been exercised in such a way as to change 
the amounts referred to in (d) above to the maximum extent: 

 

Royal London Other Long Term Funds 

 

Line As reported Amendment As amended 
41 4,342,318 325 4,342,643 
44 41,119 (186) 40,933 
81 278,288 (159) 278,129 

 

Scottish Life Fund 

 

Line As reported Amendment As amended 
41 886,071 160 886,231 
44 190,882 (92) 190,790 
81 0 (78) (78) 

 

f. The following tables list the extent of the differences to the amounts which would have been 
recorded in Form 13 if the requirements in (d) or (e) above had applied to derivative contracts 
outstanding at such other time during the financial year as would have changed the amounts 
indicated to the maximum extent: 

 Item (d) 

 

Royal London Other Long Term Funds 

 

Line Difference 
41 1,854 
44 (1,842)
81 (10)

 
Scottish Life Fund 

 
Line Difference 

41 9 
44 (3)
81 (6)
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 Item (e) 
 

Royal London Other Long Term Funds 

 

Line Difference 
41 1,921 
44 (1,931)
81 (206)

 
Scottish Life Fund 

 
Line Difference 

41 86 
44 (31)
81 (146)

 
g. The maximum loss which would be incurred by the Society in the event of failure by any one other 

person to fulfil its obligations under derivative contracts outstanding at the end of the financial 
year was £25.6m. 

The maximum loss during the financial year would have been £27.5m. 

h. During the financial year the Society has not held any derivative contract for which a significant 
provision needed to be made under PRU 4.3.17R or which was not a permitted derivative contract. 

i. During the financial year the Society did not receive any premiums in return for granting rights 
under derivative contracts. 

 

  
 


