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Document Revision/Change History
	Version
	Date
	Description of Change

	1.0
	3rd October 2018
	Lloyd’s Supplementary Guidance for the creation of Binding Authority MRC(s) in respect of underwriting European Risks via Lloyd’s Brussels Subsidiary (LBS) with effect from 01 January 2019. This should be red alongside version.1.5 of the Market Reform Contract (Binding Authority) Implementation Guide.


	
	
	


2 Introduction

2.1 Purpose of the Guide

This document has been produced by Lloyd’s, in conjunction with the Lloyd’s Market Association (LMA), as Lloyd’s Supplementary Guidance to assist the market with the creation of Binding Authority Market Reform Contracts (MRC) in respect of the underwriting of European Risks (EEA) via Lloyd’s Brussels Subsidiary (LBS) with effect from 01 January 2019.

This document does not seek to repeat the content of the Market Reform Contract (Binding Authority) Implementation Guide v1.5, which is already in existence to define the MRC standard, including the layout and content of a standard form, but should be read in conjunction with it.

Wherever possible, the numbering used, e.g. for paragraphs/ headings, in this document should replicate the numbering system within the Market Reform Contract (Binding Authority) Implementation Guide v1.5, for ease of reference.  Only sections where there are considerations in addition to the v1.5 guide are included herein 
2.2 Background

Article 50 was invoked on 29 March 2017, so the UK is due to leave the EU on 29 March 2019.

At present, insurance undertakings in the UK are authorised to access business located in the EEA on a “freedom of services” or under the “right of establishment” through the EU passporting system. Once the UK has left the EU, Lloyd’s underwriters will lose their passporting rights and they will not be authorised to carry on (re)insurance business for risks located in the EEA.

As part of the planning for the solution to allow continuation of access to Lloyd’s for affected clients and certainty to the market, a key consideration was giving a specific date for implementation of the new approach. To achieve this and taking into account the January renewal period the date of 01 January 2019 was decided upon for risks incepting on or after that date.

Irrespective of any transitional arrangements that may be put in place, Lloyd’s has set up Lloyd’s Insurance Company S.A. (known as Lloyd’s Brussels). This is an insurance company that is a subsidiary of the Corporation. It has been authorised to underwrite non-life insurance and non-life reinsurance excluding all treaty reinsurance risks for policies incepting on or after 01 January 2019. Details of Lloyd’s Brussels’ licensing may be found on Crystal. At 1 January 2019 Lloyd’s Brussels will be licensed to write risks in the UK, all other 30 EEA member states, and Monaco.

Lloyd’s Brussels is authorised and regulated by the National Bank of Belgium (NBB) and regulated by the Financial Services & Markets Authority (FSMA).Franchise Board Mandate.

3 Business Objectives and Expected Benefits

3.1 Scope

Lloyd’s Brussels will enter into an Outsourcing Agreement with each managing agent. Under this agreement, Lloyd’s Brussels will delegate authority to the managing agent to undertake underwriting, claims and other activities on its behalf. The outsourcing agreements will be effective from 01 January 2019.

Under the Outsourcing Agreement, managing agents will also be permitted to appoint coverholders on behalf of Lloyd’s Brussels.  (Lloyd’s Brussels will enter into a Coverholder Appointment Agreement (CAA) with Coverholders, the current version of which is “LBS0001”). By means of a 100% Quota Share Treaty Agreement, all risks (re)insured by Lloyd’s Brussels  will be automatically and simultaneously reinsured or retroceded back to Lloyd’s Underwriters. In this way, managing agents will (via Lloyd’s Brussels) be able to continue to access EEA and Monaco risks post-Brexit whilst enabling Underwriters to work with the same partners (brokers and Coverholders) with as little impact as possible on market processes and procedures. It should be noted that UK risks may be written by Lloyd’s Brussels or by Lloyd’s syndicates.

Managing agents will be able to continue to underwrite risks in countries where Lloyd’s Brussels is licensed using an MRC, but the main differences will be:

· Lloyd’s Insurance Company S.A. will be the insurer, instead of the syndicate (as the syndicate will no longer be licensed to write EEA or Monaco risks);

· Syndicates will have a new stamp for Lloyd’s Brussels and will need to ensure that they use the new stamp when underwriting risks located in the EEA. The new stamp will identify the reinsuring syndicate in addition to Lloyd’s Brussels;
· Placements that include both EEA and non-EEA risks will have to be placed separately or have separate sections, accordingly corresponding to both the CAA and BAA through use of a Twin Binding Authority Agreement MRC. In either instance, business to be written by Lloyd’s Brussels must be bound using the syndicate’s Lloyd’s Brussels stamp with the BAA section underwritten using the syndicate stamp. Different contractual terms and conditions may also apply, dependent upon the location of risk.
Regulatory Risk Location:

Regulatory Risk Location is fundamental to the choice of underwriting entity and stamps to be used under the security details section. The Open Market MRC Brussels Addendum requires an additional field for regulatory risk location to ensure the correct stamp is used. For LMA model binding authority agreements or the LBS Coverholder Appointment Agreement, this is covered under the Territorial Limitations Section. Correct identification of the regulatory risk location will drive the need for the use of this addendum (where an EEA risk location is established) and allocation of risks attaching to the CAA or BAA accordingly. As a result there is no specific field within this document for Regulatory Risk Location (as distinct from the Line slip and Open Market Brussels Addenda)

Whilst the use of a CAA for EEA business is a new requirement, the requirement to identify the regulatory risk location is not, nor is the process by which location of risk must be determined prior to compilation of the MRC. 

However, a far greater emphasis will be placed upon it post Brexit and there needs to be clear distinction made between location of risk and related but very different pieces of information (e.g. insured’s domicile/address, situation/territorial scope).

The regulatory risk location can be affected/determined by reference to a number of different parameters, for example:

· Address / domiciles of insureds.
· Interest/subject matter of insurance;
· Situation/territorial scope;
· Country of origin;

· Location of the producing broker and/or overseas broker;

· Country in which the vessel is registered;
· Domicile of the Coverholder / Appointed Coverholder.
This is not an exhaustive list.

For further details on how to determine the risk location for regulatory purposes, please refer to the Risk Locator Tool

https://www.lloyds.com/tools-and-systems/risk-locator
3.2 Benefits

This Guidance is intended to assist the market in the production of either an EEA specific Coverholder Appointment Agreement MRC, or a ‘Twin Binding Authority Agreement MRC’, which will allow for acceptance of both  EEA / Non-EEA risks.
A standard layout for split/sectionalised MRC: 

· makes it easier for insurers to assimilate the information;
· makes subsequent processes more efficient (e.g. downstream processing via the bureau and administration, creation of contract documentation etc)

4 Market Reform Contract (MRC) Layout

4.1 Document Sections, Order and use of Headings

Coverholder Appointment Agreement Only:

The existing standard layout, as set out in the Market Reform Contract (Binding Authority) Implementation Guide v1.5, is still to be used, whereby the MRC is made up of six sections:
· Schedule - All ‘variables’ in the contract of delegation are set out in the Schedule. The LBS wording has detailed guidance notes for ensuring a consistent approach to information entered and any variation from the LBS requirements requires prior agreement by LBS. Unless specific authority to amend the schedule has been given the schedule attaching to the Coverholder Appointment Agreement should be used.
· Non-Schedule Agreements - Additional contractual information that should be declared to the Coverholder.

· Information; free text additional information.

· Security Details; includes Order Hereon; Basis of Written Lines; Basis of Signed Lines, Signing Provisions, Line Conditions and Insurer(s)/Reinsurer(s) “stamp” details. These indicate each Insurer(s) share of the contract and their reference(s).

· Subscription Agreement; This establishes the rules to be followed for processing and administration of post-placement amendments and transactions. 

· Fiscal and Regulatory; Fiscal and Regulatory issues specific to the Insurers involved in the contract.

· Broker Remuneration and Deductions – information relating to brokerage, fees and deductions from premium.

[image: image1]
The CAA wording also forms part of the MRC, but is included by reference rather than explicitly within each contract.
Twin Binding Authority MRC Only:
Where a coverholder will be writing both EEA & non EEA risks, either a separate CAA and Bing Authority Agreement (BAA) may be used, or these may be combined using a Twin Binding Authority Schedule. This would use one schedule to attach to both agreements. To ensure clarity in aligning the schedule to the two agreements, Lloyd’s only permit the use of a Twin Binding Authority Schedule where an LMA model Binding Authority Agreement (BAA) is used in conjunction with an LBS CAA (For example, an LMA3113A & LBS0001, using the LMA3113AT Twin Binding Authority Schedule). Due to the potential risk of misalignment, use of only LMA / LBS model Twin Binding Authority Schedules are permitted.

The existing standard layout for the MRC, as set out in the Market Reform Contract Binding Authority Implementation Guide v1.5, is still to be used, whereby the MRC is made up of six sections:
· Schedule - All ‘variables’ in the contract of delegation are set out in the Schedule. The LBS wording has detailed guidance notes for ensuring a consistent approach to information entered and any variation from the LBS requirements requires prior agreement by Lloyd’s Brussels. Unless specific authority to amend the schedule has been given the Twin Binding Authority Schedule should be used.
· Non-Schedule Agreements - Additional contractual information that should be declared to the Coverholder.

· Information; free text additional information.

· Security Details; includes Order Hereon; Basis of Written Lines; Basis of Signed Lines, Signing Provisions, Line Conditions and Insurer(s)/Reinsurer(s) “stamp” details. These indicate each Insurer(s) share of the contract and their reference(s).

· Subscription Agreement; This establishes the rules to be followed for processing and administration of post-placement amendments and transactions. 

· Fiscal and Regulatory; Fiscal and Regulatory issues specific to the Insurers involved in the contract.

· Broker Remuneration and Deductions – information relating to brokerage, fees and deductions from premium.
To summarise, the below illustration shows all elements of the Twin Binding Authority MRC:
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The CAA & BAA wordings also form part of the MRC, but are included by reference rather than explicitly within each contract.

Delineation of requirements under the Twin Binding Authority MRC to the underlying agreements:
Market participants should consider when using the Twin Binding Authority Schedule that it attaches to both the CAA & BAA – while the territorial element is clearly a key part of this from a practical perspective, the critical element here is that these are two separate legal contracts. Where there are differing requirements emanating from those Agreements, the Twin Binding Authority Schedule should be split into different sections where necessary to ensure a clear delineation between those requirements under each contract.
It is not appropriate to delineate authority granted based on EEA / Non-EEA, and this language should not be used within the Twin Binding Authority MRC. By default section 1 would refer to the CAA, and section 2 to the BAA. Splits have been included in the Twin Binding Authority Schedule, but where additional splits are required in other sections these should be inserted.

In these instances, each section must be followed by which agreement that section relates to.

	Sub-section 9.1


	RISKS LOCATED IN: 
Section 1 - LBS0001:

France

Section 2 - LMA3113A:
UK


Where additional sections are required (for example where there are different classes of business which need to be split), these should also denote which agreement they attach to. For example:
	Sub-section 10.1
	maximum limits of liability or sums insured:

Property – Physical Damage

Section 1 – LBS – EUR 10,000,000
Section 2 – LMA -  GBP 10,000,000

Business Interruption
Section 3 - LBS – EUR 5,000,000
Section 4 - LMA – GBP 5,000,000


In these instances, the logic for the sectional splits should be repeated throughout the schedule, ensuring that any section specific requirements include reference to all sections.

Consideration of regulatory requirements as distinct from contractual requirements within the underlying agreements:
The Twin Binding Authority Schedule only serves to allow for a single schedule to attach to both agreements – it does not handle regulatory requirements that are not present in both schedules, but might still apply to the coverholders operations. 

For example, requirements under the Insurance Distribution Directive are included within the body of the LBS0001 Agreement, but are not included within the LMA3113A Agreement. In some territories there may be a need to include reference to this in respect of business bound under LMA3113A – in which instance this should be included under section 6.1.

Careful attention should be paid to ensuring that regulatory obligations are met under both agreements to which the Twin Binding Authority Schedule attaches, as distinct from the contractual requirements presented in the model schedule.
4.2 Layout of Document

The existing standard layout, as set out in the Market Reform Contract Binding Authority Implementation Guide v1.5, is still to be used. 
4.3 General Guidance

{intentionally left blank} 
4.4 Detailed MRC Documentation

The appendices to this document provide a more detailed guide to the completion of each contract section, including guidance on the completion of specific fields. 
4.5 Further Information
For further information regarding the completion of Market Reform Contracts for Lloyd’s Brussels (LBS) placements, please contact:

	Type of Query
	Contact
	Address

	Lloyd’s Insurers
	Lindsey Davies - Lloyd’s 

Tel: 020 7327 5739

Email: Lindsey.davies@lloyds.com 
Or visit www.lloyds.com/Coverholders
Or www.lloyds.com/brexit
	Gallery 5

Lloyd’s

1 Lime Street

LONDON

	LMA Members
	Tom Hamill or Alison Colver – LMA

Tel: 020 7327 3333

Email: tom.hamill@lmalloyds.com 

Alison.colver@lmalloyds.com 
	Gallery 4

Lloyd’s 

1 Lime Street

LONDON

	LIIBA Members
	Jackie Hobbs – LIIBA

Tel: 020 7280 0154
Email: jackie.hobbs@liiba.co.uk 
	LIIBA,

78, Leadenhall St, LONDON EC3

	General Queries
	Chris Buer

Tel: 020 7327 5199

Email: chris.buer@londonmarketgroup.co.uk
Or visit www.londonmarketgroup.co.uk 
	Gallery 6, Lloyd’s

1 Lime Street

LONDON


For more information on how Lloyd’s Brussels will operate and what it means for you, please visit or contact:

Website: crystal.lloyds.com/Search


E-mail: brexit@lloyds.com
Tel: +44 (0) 20 7327 6677

Refer to the Lloyd’s Brexit Toolkit widely distributed within the London market. 

If you need a copy of this documentation please contact: Lloyd’s, LMA or LIIBA 
5 Amendments to existing MRC Headings
The following pages show amendments or additional requirements to the Market Reform Contract (Binding Authority) Implementation Guide v1.5.
5.1 Appendix A – Schedule

No changes to Appendix A
5.2 Appendix B – Non Schedule Agreements

No changes to Appendix B
5.3 Appendix C – Information

C.3.1
Estimated Premium Income
Required by LBS for monitoring of premium income.

The total gross estimated premium that is the sum of premiums being paid as instalments after applying credits (discounts) and surcharges (loads/levies), but prior to applying taxes, fees, assessments or special risk premiums. Where a Twin Binding Authority Schedule is used the Estimated Premium Income should be split between business being written by LBS & by Lloyd’s Underwriters.

No other changes to Appendix C

5.4 Appendix D – Security Details

General Guidance

Underwriters are reminded that they cannot bind Lloyd’s Brussels insurance risks in countries where Lloyd’s Brussels is not licensed.

Syndicates will have a new stamp for Lloyd’s Brussels (Lloyd’s Insurance Company S.A.) and will need to ensure that they use the new stamp (which will identify the name of the syndicate in addition to Lloyd’s Brussels) when underwriting risks located in countries where Lloyd’s Brussels is licensed.

An example of such a stamp is shown below: 
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Where a Twin Binding Authority MRC is produced, or a multi section Coverholder Appointment Agreement is produced, separate market sheets should be produced for each section, including if there are additional sectional splits due to class of business / risk code. An example is shown below:
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D3.6
Line Conditions - Conditional: Required where insurers wish to apply line conditions.
Line condition – Only the Lead Lloyd’s Brussels underwriter can attach other line conditions which will apply to all of the Lloyd’s Brussels participation. The existing line conditions shown in Table 3 under Appendix D, section 3.6 of the Market Reform Contract (Binding Authority) Implementation Guide v1.5 are the only acceptable line conditions for followers of a Lloyd’s Brussels lead line. 
No other changes to Appendix D.

5.5 Appendix E – Subscription Agreement

General Guidance

If using a Twin Binding Authority Schedule and including a separate “market sheet” (Security Details) for each section, separate Subscription Agreement sections can be included, or the Subscription Agreement can may appear as a single agreement, with one heading for each aspect and the {responses} completed separately for A) in respect of LBS0001 and B) in respect of LMA3113A.
E3.1
Slip Leader
Typically the Slip leader would be the same Managing Agent utilising its two licensed stamps. For EEA (plus possibly UK and Monaco) utilising the outsourced Lloyd’s Brussels stamp identified by its unique pseudonym and number and for non-EEA (plus possibly UK and Monaco) the Lloyd’s syndicate stamp identified by its unique pseudonym and number, for example:

[image: image12.png]Lloyd's Brussels'legal entgy name

ABC-

Lloyd’s Insurarice Company S.A.

I

Reinsured by Loyd's syndcate ABC xox &

( The stamp will show the EU flag

Natural syndicate pseudonym

Lloyd's Brussels syndicate
feference number

Natural syndicate psejidonym Natural syndicate reference number




E3.2
Bureau Leader
As Lloyd’s Brussels and the syndicates are underwriting separate territories under different licenses there will be separate (Lloyd’s) Bureau leaders for the two sections, for example:
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No other changes to Appendix E.

5.6 Appendix F – Broker Remuneration & Deductions

No changes to Appendix F
�	EXAMPLE STAMP





SLIP LEADER:	LBS0001 - Lloyd’s Insurance Company S.A. (5299 HIS)





LMA3113A - Hiscox Syndicate (0033) 











BUREAU LEADER:	LBS0001 - Lloyd’s Insurance Company S.A. (5299 HIS)





LMA3113A - Hiscox Syndicate (0033) 
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