
VIEWPOINT
THE QUARTERLY NEWSLETTER FROM THE LLOYD’S MARKET ASSOCIATION

The LMA has joined an FSA 
advisory group that aims to 
influence and guide the FSA’s 
review of the way in which  
client monies are handled.
The review may have an impact on the 
concept of risk transfer whereby a broker 
becomes a managing agent’s agent for the 
purposes of holding premiums and claims 
monies in transit. This reverses the normal 
position in agency law in which the broker 
holds funds as agent of the insured  
or reinsured.

Kees van der Klugt, the LMA’s Head of Legal 
and Compliance, said: “The debate taking 
place is whether risk transfer remains a 
viable proposition in a climate in which the 
carrier needs to assess credit risk and is 
expected to exercise appropriate controls  

The LMA has stepped in to coordinate the 
market’s response to Tom Bolt’s 29 July letter 
which outlined the Performance Management 
Directorate’s (PMD) 2012 Business Plan Approval 
requirements and a series of best practice 
guidelines for syndicates intending to write 
energy liability business.

in relation to funds held on its behalf in a 
co-mingled client trust account by brokers.”

Mr van der Klugt noted that, if brokers do 
not produce regular reports of funds held  
for carriers and are unwilling to grant audit 
rights because of potential conflicts of 
interest and confidentiality implications  
with clients, then “non risk transfer” may  
be the model to follow. This, he argued,  
has the benefit of keeping relationships 
straightforward and in line with the usual 
agency law analysis.

The advisory group’s work should be 
completed this autumn, with the FSA  
then consulting on any proposed changes  
to the rules. 

For more information, contact Kees van der 
Klugt on 020 7327 8407 or email him at 
kees.vanderklugt@lmalloyds.com

NOVEMBER 2011

IN THIS ISSUE: 
Energy liability • ECF2 update • Client monies 
review • Solvency II • Sanctions • Competition 
Study • Sector Claims Groups update • LMA 
Lloyd’s Market Academy • XIS interdependencies 
• Electronic endorsements • New recruits  
• IUMI update • Claims transformation  
• TOBAs / Risk transfer

ENERGY LIABILITY – 
COLLECTIVE CONSULTATION

UNDERWRITING:

Although many in the market were supportive 
of what PMD was in principle seeking to 
achieve, significant concerns over the 
prescriptive approach and its potential impact 
on the market’s ability to react commercially 
in the class of business were expressed in 
certain sectors of the market. As a result, the 
LMA was asked to become involved in 
providing a consolidated market response.

Energy liability became the focus of PMD’s 
attention following last year’s Deepwater 
Horizon oil spill and a number of other 
related issues. Performance Management 
Director Tom Bolt wrote to the market in 
July instructing that energy liability risks  
had to be broken out of packages for 

The component parts of ECF2, the 
programme to modernise claims 
handling in the Lloyd’s market, have 
now been delivered. It is anticipated 
that by the end of December 2011 all 
managing agencies will have signed 
up, had their training, and be ready 
to use the system from January 2012. 

“Currently 95% of managing agents  
have already signed up, which is very 
encouraging for a non-mandatory 
system change,” commented Tim 
Willcock, the LMA’s Head of Claims. 

Because a number of early adopters  
are already using the system, this has 
allowed the ECF2 team to identify and 
address any problems, and to suggest 
improvements and changes for inclusion 
in future releases. Problems with the 
underlying infrastructure have been 
substantially addressed and initial results 
show a significant improvement in 
performance and a return to normal 
service levels. 

“The platform should now be providing  
a stable and consistent service and  
we’re looking forward to its market-
wide adoption from January,”  
Mr Willcock concluded.

For more information, contact 
Tim Willcock on 020 7327 8373 or  
email him at tim.willcock@lmalloyds.com

CLAIMS: 

ECF2 – ready to go

LMA JOINS FSA 
CLIENT MONIES 
REVIEW

REGULATION:

business plans to be approved. In addition, 
the letter contained further best practice 
guidelines that PMD was looking for 
managing agents to adhere to.

Neil Smith, the LMA’s Head of Underwriting, 
said: “PMD has agreed with the market that 
earlier collective market consultation via the 
LMA could have been advantageous and 
that subsequent consultations will take 
account of this. PMD will now be looking at 
2012 syndicate business plans and making 
decisions based on their individual viability.”

For more information, contact  
Neil Smith on 020 7327 8333 or  
email him at neil.smith@lmalloyds.com



The latest pooling and sharing initiative sponsored by the  
LMA saw 24 managing agents participating in an exercise 
during August and September, which involved the sharing  
of information on the methods they used for modelling  
their major risks and for the parameters of internal models  
in the run-up to Solvency II. 

SOLVENCY II – LMA EXTENDS POOLING 
AND SHARING INITIATIVES

REGULATION:

As well as providing sector specific feedback 
and input to the various work streams under 
the Claims Transformation Programme (CTP), 
the LMA sector claims groups continue to 
address issues relevant to their own  
class of business.

LEGAL: 

On 8 October  
the European 
Commission 
again requested  
bids for a new 
study into  
co(re)insurance 

Sector Claims Groups  
keeping busy

The Energy Claims Group has produced 
the Lillehammer Terms of Engagement 
2010 to provide clearer instructions and 
guidelines to loss adjusters. These have 
been rolled out to offshore adjusters  
and meetings are now taking place  
with onshore adjusters. The group is  
also reviewing the process of protecting 
large claims payments as the funds move 
through the broker chain. 

The Aviation Claims Group is working  
to increase ECF take-up particularly on  
multi-signings and to construct a market 
solution for the collection of expert fees.

The Binding Authority Claims Group has 
initiated a pilot to enable ECF processing 
of co-lead binder claims and has created 
a self-certification framework for new 
and existing Third Party Administrators.

The Reinsurance Claims Group has 
drafted a set of guidelines to assist 
underwriters in responding to requests  
by cedents for protected payments.  

It is investigating a means to standardise  
the current review process for periodic 
payment orders by creating a framework 
that will capture information at each 
stage of the process.

The Marine Claims Group is engaged  
on issues such as piracy, notice of 
abandonment and vessel response plan 
and is rolling out a fee reserving protocol.

The FI/PI Claims Committee is reviewing 
the use and application of precautionary 
advices and the reallocation of the market 
catastrophe codes. 

Tim Willcock, Head of Claims at the  
LMA, commented: “The LMA sector 
groups are continuing to engage with  
a wide and varied range of business 
classes and are working hard to respond 
to, discuss and resolve challenges.”

For more information, contact 
Tim Willcock on 020 7327 8373 or email 
him at tim.willcock@lmalloyds.com 

Sanctions working 
group launched

CLAIMS:

Participating managing agents were asked 
to provide details of the justification for the 
methods used and the key assumptions for 
all risks that have been modelled. They also 
outlined their dependencies and drivers 
together with a list of binary events (latent 
claims and extreme events) used in 
modelling technical provisions, and details  
of the operational risks for which a capital 
number had been quantified. 

Following this exercise, a separate 
brainstorming session was held in 
September for managing agents to discuss 
approaches to developing parameters for 
items where data is not readily available, 
such as tail correlations and pass/fail 
validation tests. 

Commenting on these initiatives, Patricia 
Hakong, the LMA’s Head of Finance and Risk 
Management, said: “There are real benefits 
to the pooling and sharing of information 
across the market. Not only is time saved  
by producing one agreed document for 
common areas, but it also enables peer to 
peer benchmarking and the sharing of 
knowledge whilst providing an opportunity 
to standardise and align approach, process 
and documented interpretation.” 

For more information on this, or on future  
pooling and sharing initiatives, please contact 
Patricia Hakong on 020 7327 4872 or email 
her at patricia.hakong@lmalloyds.com

Or Gary Budinger on 020 7327 4735 or email 
him at gary.budinger@lmalloyds.com
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Lloyd’s is planning to  
issue new guidance on  
due diligence procedures 
relating to financial and 
trade sanctions in the  
New Year.
A working party has been set up by  
the LMA to act as a sounding board. 
Kees van der Klugt, Head of Legal  
and Compliance at the LMA, said:  
“This is an important piece of work.  
It is essential that the right balance is 
struck between the need to comply 
with sanctions, legislation and a 
proportionate assessment of risk and 
application of due diligence procedures. 
This includes assessment of the extent 
to which reliance can be placed on 
other parties in the business chain.”

For more information, contact 
Kees van der Klugt on 
020 7327 8407 or email him at 
kees.vanderklugt@lmalloyds.com

REGULATION:

COMPETITION STUDY 
– COMMISSION 
INVITES TENDERS 

pools and ad hoc co(re)insurance 
arrangements in the subscription 
market. This follows the unexpected 
cancellation of an earlier invitation to 
tender for this work in the summer. 

The stated scope of the study is an 
overview and analysis of co(re)insurance 
pools and the subscription market 
across the EU and the specified duration 
is seven months. The Commission is 
looking to award the contract in 
mid-November.

Kees van der Klugt, the LMA’s Head  
of Legal and Compliance, said: “We 
expected the study to be reinstated  
after the original tender document  
was withdrawn this summer. We  
will continue to monitor the situation 
closely and keep the market informed.”

For more information, contact 
Kees van der Klugt on 
020 7327 8407 or email him at 
kees.vanderklugt@lmalloyds.com



How would you manage and motivate a team  
of climbers tackling Everest? Could you handle  
the leadership challenges facing King Henry V  
in Shakespeare’s play?

The robustness of Xchanging’s 
business continuity arrange-
ments for its services to the 
Lloyd’s market has been the 
subject of independent 
assurance and legal review 
this autumn.

Consultants KPMG recommended that  
a testing exercise was undertaken to  
confirm that Xchanging’s continuity plan  
was effective and compliant with the  
British Standard. 

In addition, an independent legal review  
of key contractual clauses in supply 
contracts with group entities has been 
carried out by law firm Ashursts.

This follows a three-month exercise by 
Xchanging’s insurance and claims services 
to review and update contingency 
procedures. The LMA’s Board and 
Xchanging originally agreed the review 
earlier this year while their CEOs David 
Gittings and Max Pell wrote to the market 
in September to confirm the latest position.

David Gittings said: 

“Managing agents are extremely 
dependent on Xchanging’s services  
so it is prudent to conduct this 
independent examination of the 
organisation’s business continuity 
planning. The findings shared with the 
relevant market boards have now been 
communicated to the wider market.”

LMA SEMINAR 
RECEIVES TOP  
MARKS FROM 
DELEGATES

These were some of the questions facing 
22 delegates from the Lloyd’s market  
who took part in the LMA Lloyd’s Market 
Academy’s “Inspirational Leadership” 
Seminar at the Saïd Business School at 
Oxford University in September. The 
delegates were drawn from a range of 
disciplines including claims, underwriting 
and operational management.

“This is our flagship event for 2011,” said 
the LMA’s Head of Professional Standards, 
Terry Hayday. “It’s an innovative and highly 
inspirational coaching programme aimed 
at individuals with several years’ experience 
of the Lloyd’s market who are expected to 
take up senior roles in the near future.”

The seminars were launched in 2007  
and take place every two years. This  
year’s event received a 98% satisfaction 
rating from delegates – the highest ever 
recorded at the Saïd Business School.

The four-day residential seminar included: 
•  a visit to the Oxford University Boat Club 

including a session on winning and 
performance led by the coaching team

•  a lecture on strategy run by  
Warwick University and modelled  

on Apple and its former CEO, the  
late Steve Jobs

•  Professor Ian Golding discussing  
future challenges such as global 
warming and nanotechnology

•  an after-dinner speech from former 
Lloyd’s chairman Sir David Rowland

•  Olivier Mythodrama – a two-day  
session using Shakespeare’s play  
Henry V as a study of leadership  
issues and personal challenges

•  world-renowned Mountaineer  
Sir Chris Bonington discussing  
the triumphs and tragedies of  
climbing Mount Everest.

Feedback from delegates included 
comments like “an incredibly valuable 
course’ and ‘a brilliant opportunity”.

The next LMA Lloyd’s Market Academy 
Inspirational Leadership Seminar will take  
place in 2013. 

For more information, contact 
Terry Hayday on 020 7327 8384 or email 
him at terry.hayday@lmalloyds.com 

E-ENDORSEMENT 
MEETINGS TO 
CHECK PROGRESS

PROFESSIONAL DEVELOPMENT:

The LMA’s team will be 
meeting representatives  
of all managing agents this 
autumn to discuss progress 
on the pioneering electronic 
endorsements initiative.
The LMA’s Head of Market Processes 
Rob Gillies, said: “We’re pleased  
with the feedback we’re receiving  
on the project and use of the process 
seems uncontroversial, which is 
extremely gratifying.

The work now is to encourage  
adoption for transactions where  
the benefits of using the process  
are less obvious such as for more 
complex transactions.” 

On average, over 2,500 endorsement 
requests and 2,000 unconditional 
acceptances of electronic  
endorsements are being transacted 
each month using the market’s 
messaging hub, the Exchange.

The project was first piloted last 
October, initially enabling participants  
in the direct marine hull, cargo, liability 
and war classes to process policy 
endorsements electronically using 
ACORD standard messaging. In July  
this year, the initiative was rolled out  
to an additional three classes of 
non-marine business: property, 
professional indemnity (PI) and specie.

The plan is for all classes of business  
to go live in 2012 as outlined by the 
London Market Group’s strategic plan.

For more information, contact 
Rob Gillies on 020 7327 8377 or email  
him at robert.gillies@lmalloyds.com

Xchanging’s 
business continuity 
plans under the 
spotlight

MARKET PROCESSES:

MARKET PROCESSES:



The continuing challenge posed by 
piracy, particularly with regard to 
cargo insurers, was one of the central 
topics at this year’s IUMI Conference, 
held in Paris in September. Cargo 
underwriters face significant 
exposures through piracy, but have 
little or no control over the vessel the 
insured cargo is travelling on and 
have limited information on its route. 

“This is an issue that, post conference, 
the Joint Cargo Committee will debate  
to see whether there are any options  
that can be provided to improve the  
cargo insurers’ position,” said the LMA’s 
Head of Underwriting, Neil Smith.

Alongside the various presentations on 
piracy, market representatives felt that  
the quality of the workshops at IUMI  
had improved greatly. This is one of the 
factors that has led to an increase in the 
number of LMA delegates to the event in 

IUMI 
CONFERENCE  
FEEDBACK 

NEW STARTERS  
AT THE LMA
Amy Stringer joined the LMA’s 
communications team in August 
and will be working with James 
Milne, LMA’s Communications 
Manager. Amy will help raise the 
profile of the association through 
a variety of communications 
initiatives. Previously, Amy  
worked for a member-based 
organisation within the medical 
education sector. 

As a result of Ben Baker being 
promoted to Manager of 
Professional Standards, Tony 
Ellwood has been recruited 
as a senior executive for the 
underwriting team in September. 
Tony is responsible for the 
Financial Institutions, Directors and 
Officers, and Errors and Omissions 
Panels. Tony joins the LMA from 
Catlin where he was a professional 
indemnity class underwriter.

recent years. This year, a total of 38 LMA 
delegates attended the event and were 
heavily involved in the technical debates 
during the conference.

Preparations for the 2013 IUMI 
conference, which will take place in 
London between 15 and 18 September, 
progressed with a presentation to the 
IUMI Secretary General. Plans are well 
advanced, with arrangements already 
made at a new conference and hotel 
facility overlooking Westminster Bridge. 

For more information, contact  
Neil Smith on 020 7327 8333 or  
email him at neil.smith@lmalloyds.com
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Market input into the Claims Transformation Programme  
(CTP) has been significantly boosted with the appointments  
of Charles Glaisher from Faraday, and Mike East from Canopius 
to the Claims Implementation Board (CIB). With four key work 
streams now in place, Tim Willcock, the LMA’s Head of Claims, 
commented: “Ensuring there is appropriate market input at 
both CIB level and within the working groups is critical as the 
programme moves to its implementation phase.”

CLAIMS:

Claims Transformation 
Programme ramps up 
market input

The four work streams are focused on roll 
out; management information (MI), shared 
services and governance. Looking at MI 
specifically, Mr Willcock added: “Getting  
the right level of MI data is critical and we 
have broadened this particular work stream 
beyond that required by Lloyd’s to ensure 
that managing agencies have enough 
information to help them develop and 
improve their own performance.

“In essence, CTP seeks to improve the 
market’s performance and reputation  
for claims handling. This needs to  
be achieved whilst balancing managing 
agencies’ varying ambitions to run  
different business models whilst ensuring 

claims handling becomes a competitive 
advantage for the market. Market input  
to the work streams will help achieve  
this balance.”

The next set of classes of business and risk 
codes to go into CTP has been published  
and includes financial institutions, 
professional indemnity and all remaining 
casualty treaty codes. These were released  
in September along with the revised Lloyd’s 
Claims Scheme, which governs the way in 
which claims are handled in the market (see 
Lloyd’s Market Bulletin Y4522, 30 Sept 2011).

For more information, contact 
Tim Willcock on 020 7327 8373 or 
email him at tim.willcock@lmalloyds.com

UNDERWRITING:

The Lloyd’s and London market review 
of model Terms of Business Agreements 
(TOBAs), one of the lynchpins around 
which the broker-managing agent 
relationship revolves, is progressing.

During the summer, the LMA and its 
company market counterpart, the 
International Underwriting Association 
(IUA), put a range of suggested TOBA 
amendments to LIIBA, the London and 
International Brokers’ Association. 

The need to amend the model agreements 
has been brought about by the new Bribery 
Act and other changes in the regulatory 
environment since the documents were 
drafted in 2005. The exercise includes 
updating references to the current FSA 
Handbook and making provision for the 
creation of the two new regulators  
proposed by the government, the PRA  
and FCA, to ensure, as far as possible,  
that there will not be a need to create  
yet another model TOBA when these 
organisations come into being.  

Whether to update both the non risk 
transfer model and risk transfer model 
TOBAs or only to update the former is the 
first point of principle to be decided. The 
question is whether risk transfer remains a 
viable concept for reasons given in our client 
money review article on the front page. 

For more information, contact 
Kees van der Klugt on 
020 7327 8407 or email him at 
kees.vanderklugt@lmalloyds.com

MODEL TOBA REVIEW 
MOVES TO NEXT STAGE

REGULATION: 


