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This bulletin provides an update on key issues affecting delegated underwriting 
arrangements at Lloyd’s. 
 
This bulletin has been sent to all managing agents, active underwriters, Lloyd’s brokers and 
market associations. 
 
 
LMP MANDATE FOR BINDING AUTHORITIES 
 
The LMP mandate has been extended to cover binding authority slips with effect from 28 
October 2004.  From this date, managing agents will not be permitted to allow their managed 
syndicates to stamp a slip relating to a binding authority in respect of the 2005 or 
subsequent years of account, unless the slip has been completed in accordance with the 
relevant LMP slip guidelines.  The new requirements mandating the use of the LMP slip 
guidelines are set out at Chapter 1, paragraph 3A of the Underwriting Requirements.  The 
revised paragraph 3A of the Underwriting Requirements is attached to this Bulletin as 
Appendix 2. 
 
We have held 2 market presentations to announce this mandate and to explain the new LMP 
slip guidelines for binding authorities.  Copies of the LMP slip guidelines for binding 
authorities are available at www.lmp-reforms.com 
 

 
 
 

Lloyd’s is authorised under the Financial Services and Markets Act 2000 

http://www.lmp2001.com/


Some brokers and managing agents may be at an advanced stage of contract negotiations 
(for example, the leading underwriter’s line has been stamped) before the LMP mandate 
came into force on 28 October 2004.  Therefore, for the purposes of such binding authorities 
incepting on 1 January 2005 only, we will allow binding authorities to be signed through XIS 
which do not comply with the LMP guidelines so that we avoid unnecessary disruption and 
dislocation to business.  However, we expect the vast majority of binding authorities to be 
processed in accordance with the LMP guidelines. 
 
 
BINDING AUTHORITY AGREEMENTS AND THE DELEGATED UNDERWRITING 
BYELAW 
 
The Lloyd’s Market Association (“LMA”) has recently published 5 new model binding 
authority agreements.  These model agreements are: 
 

• LMA 3002 for USA non-marine binding authorities 

• LMA 3003 for UK non-marine binding authorities 

• LMA 3004 for International non-marine binding authorities 

• LMA 3005 for Marine binding authorities  

• LMA 3006 for Canadian non-marine binding authorities 
 
The model agreements, if used properly, are compliant with the Delegated Underwriting 
Byelaw.  Copies of these model agreements are available at www.the-lma.com  
 
Where Lloyd’s brokers and managing agents do not use the model agreements, Lloyd’s 
brokers and managing agents must make sure that the binding authority agreement 
complies with Chapter 2, paragraphs 10 to 12 of the Underwriting Requirements for binding 
authorities.   A copy of these paragraphs is attached to this Bulletin as Appendix 3. 
 
 
BINDING AUTHORITY REGISTRATION SYSTEM 
 
We have made some small changes to the Lloyd’s on-line binding authority registration 
system to allow Lloyd’s to capture basic information relating to the use of model wordings 
and compliance with the LMP guidelines.  The Coverholders department will write separately 
to all users with guidance on how to complete this additional information and details of when 
it becomes effective. 
 
 
LMP COMPLIANCE CHECKS 
 
The checks currently being performed by the LMP Office on open market LMP slips will be 
adapted and extended to binding authorities.  These checks will take place for binding 
authorities incepting on or after 1 January 2005. 
 
 
XIS AND BINDING AUTHORITIES  
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We are currently working with XIS to understand and evaluate all of the checks which they 
perform on binding authorities.  Once we have completed this work, we will better be able to 

http://www.the-lma.com/


make recommendations for improvements or changes to the checking process.   As a result 
XIS will continue to check binding authorities in line with their current instructions.  However, 
there will be some immediate and important changes for binding authorities incepting on or 
after 1 January 2005: 
 

1. Stage 1 signings for all binding authorities 
 

 We have consolidated the stage 1 and stage 2 signing processes into a single 
submission.   The new binding authority process requires the establishment and 
agreement of the binding authority wording before contract inception.  Therefore, 
stage 1 signing is no longer appropriate and XIS will now perform their checks on a 
single submission from the broker.  This removes one step from the current process.  
An FDO signing number(s) and date will not be allocated unless there is evidence 
that the binding authority agreement has been signed by the coverholder and the 
lead managing agent.  To make this easy, the LMP slip format for binding authorities 
provides a page for the signatures of the coverholder and leading underwriter. 

 
2. Documents for signing 

 
 If you are using one of the 5 model binding authority agreements, there is no 

requirement for the text of the model wording to be provided to XIS.  There is still a 
requirement to submit the whole LMP binding authority slip, which includes the 
schedule to the main binding authority wording, plus, where customary practice, a 
copy of the insuring document and clauses to be used by the coverholder to XIS for 
quality assurance checking and the allocation of the FDO signing number(s) and 
date.  The completed slip should be submitted to XIS as soon as the coverholder and 
lead syndicate have signed the pages in the slip indicating acceptance of the 
contract.  Alternatively, brokers or managing agents can opt to ask XIS to carry out 
their quality assurance checks before the signatures of the coverholder and leader 
are obtained so that any problematic areas can be resolved prior to the contract 
incepting.  If this option is chosen, XIS will complete the checks but not allocate the 
FDO signing number(s) and date until evidence of the signatures of the coverholder 
and leading underwriter is produced.   

 
 For non-model wordings, the current document submission and quality checking will 

continue unchanged (except for the removal of the Stage 1 process above).  Brokers 
should submit the LMP binding authority slip and agreed non-model wording, plus, 
where customary practice, a copy of the insuring document and clauses to be used 
by the coverholder.  
 

3. Signing and embossing 
 

 There is no requirement for a binding authority contract to be signed by the General 
Manager of LPSO and have the Lloyd’s embossment added.   This revised service 
will apply to all contracts incepting from1 January 2005.  However, if a Lloyd’s broker 
or managing agent specifically wishes to have the full binding authority contract 
signed and embossed by XIS then the required number of copies of the whole 
contract (including the model wording) will need to be submitted.   XIS will wrap all 
the supplied documents, including a copy of the schedule pages from the LMP 
binding authority slip inside a jacket and then add the signing and embossing details. 

 
4. Signing schedules to be submitted to XIS 
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Lloyd’s brokers must ensure that the LMP binding authority slip submitted to XIS 
clearly shows the full details of all syndicates subscribing to the contract which 



includes syndicate numbers and signed lines.  Because XIS will no longer produce a 
signing schedule, the Lloyd’s broker must provide to the coverholder full details of the 
syndicate numbers and signed lines on the binding authority, including full details of 
the syndicate numbers and signed lines of any participating consortiums.   
 

An illustration of the new process is attached at Appendix 1 of this bulletin. 
 

XIS will be working closely with the LMP Office and the Coverholders department to report 
on rejections of binding authorities and the reasons for this.  XIS will only raise questions in 
respect of binding authorities where the checks performed reveal important issues, 
omissions, ambiguities or lack of clarity.  We will need your help to work with XIS to minimise 
the queries and questions in the first instance and to resolve them as quickly as possible.  
XIS will work with brokers to resolve all queries or questions by telephone or e-mail and only 
reject documents where absolutely necessary.   
 
 
TRANSITIONAL ARRANGEMENTS 
 
When we published the new Delegated Underwriting Byelaw and Underwriting 
Requirements in February 2004 we also published our transitional arrangements and 
guidance.  These were designed to clarify or supplement certain provisions in the new 
byelaw and to give effect to orderly transitional arrangements. 
 
The transitional arrangements have worked well and accordingly we are now in a position to 
confirm that all the provisions in the Delegated Underwriting Byelaw and the relevant 
Underwriting Requirements shall be fully in force as from 31 December 2004, with the 
exception of the 2 areas highlighted below. 
 
We expect the requirements relating to restricted coverholders to formally come into force as 
from 14 January 2005. We will write to managing agents separately regarding the new 
restricted coverholder registration system. 
 
Following comments received from the market the only remaining transitional arrangements 
required are:  
 
1. Where Lloyd’s brokers have hold-covered and other delegated authority 

arrangements under lineslips, by which they enter into contracts of insurance on a 
short term basis before agreeing the risks with the lead underwriter.  We recognise 
that we will need more time to find the best way to resolve how such arrangements 
should be treated in future in accordance with the Byelaw.  We will work with the LMA 
and LMBC to resolve this in Q1 2005.  Therefore, these arrangements can continue 
under lineslips where the lead underwriter agrees that they are necessary and 
prudent, and this is clearly disclosed to following underwriters. 

 
2. Where managing agent owned coverholders (“service companies”) delegate the 

authority to enter into contracts of insurance to approved or restricted coverholders, 
the new delegated underwriting arrangements require the managing agent to have a 
direct contractual relationship with each approved or restricted coverholder.  We have 
been asked by the LMA to look at the costs and benefits of this requirement which we 
have agreed to do.  We will work with the LMA in Q1 2005 to find the best way to 
resolve this issue.  However, for the time being any current arrangements which do 
not comply with the requirement that there are direct contractual relationships may 
continue. We would nevertheless strongly encourage managing agents to have a 
direct contractual relationship where possible. 
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For the avoidance of doubt the provisions in Parts B to H of the Delegated Underwriting 
Byelaw do not apply to Lloyd’s Japan. 
 
These transitional arrangements are made pursuant to paragraphs 57 and 58 of the 
Delegated Underwriting Byelaw. 
 
If you have any questions about: 
 
 1. the Delegated Underwriting Byelaw 
  please contact: 
  Matthew Chandler (tel. 020 73275743 / email:matthew.chandler@lloyds.com)  
  Monique Alder (tel 020 7327 6754 / email:monique.alder@lloyds.com) 
  Paul Brady (tel 020 7327 5750 / email: paul.j.brady@lloyds.com)  
 

2. the LMA Model Binding Authority Agreements 
please contact: 
Bill Rendall (tel. 020 7327 8334 / email: bill.rendall@lloyds.com) 
Adrian Graham (tel. 020 7327 8387 / email: adrian.graham@lloyds.com) 

 
 3. XChanging Ins-sure Services in relation to binding authority checking 
  please contact: 

Mark Slade (tel. 01634 392308 / email: mark.slade@xchanging.com) 
Charlie Potter (tel. 01634 392245 email: charlie.potter@xchanging.com) 
 

 4. LMP Slip for Binding Authorities 
John Parodi (tel: 020 7327 5247 / email: john.parodi@lmpoffice.com) 

 
Finally, we will be holding two Question and Answer seminars to address any practical 
questions which you may have with the LMP guidelines for binding authorities and the 
requirements of the Delegated Underwriting Byelaw.  These seminars have been arranged 
to take place on 25 November and 3 December 2004.  We will be sending invitations via the 
LMA and LMBC shortly. 
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APPENDIX 1 
 
BINDING AUTHORITY CONTRACTS: PROCESS FLOWCHART 

Broker registers initial details of the binding 
authority on Lloyd’s on-line registration system

1. LMP Slip incorporating the BA 
Schedule  Broker presents underwriter with placing 

documentation 2. Wording (only if bespoke) 
3. Specimen certificate 

Underwriters write lines 
1. Schedule (to be signed) 
2. Model wording or Bespoke 

wording Broker supplies coverholder with BA 
documentation 3. Specimen certificate and 

clauses and wordings 
applicable to the risks to be 
accepted Coverholder returns signed schedule to broker 

Broker confirms to Lloyd’s full registration of 
binding authority and confirms that it is 100% 

placed and the binding authority agreement has 
been agreed by the coverholder 

Lead Underwriter acknowledges schedule 
signed by coverholder 

Broker advises coverholder they can enter into 
contracts of insurance 1. LMP Slip incorporating the BA 

schedule 
Combined stage 1& 2 2. Signed lines (inc consortium 

information broken out) Broker supplies XIS with relevant documents 
3. Certificate (if marine) 
4. Wording (only if bespoke) 

XIS carry out checks, raise queries with broker, 
allocate FDO number and date and check 

bespoke wording 

Broker provides coverholder with details of all 
signed lines on the binding authority (including 

consortium participations) 

NB: 

1. If the broker requires the binding authority to be signed and embossed by Lloyd’s, the whole contract 
(including the model or “bespoke” wording) will need to be submitted to XIS. XIS will wrap all the supplied 
documents, including a copy of the schedule pages from the LMP binding authority slip inside a jacket 
and then add the signing and embossing details.
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APPENDIX 2 

UNDERWRITING REQUIREMENTS 
_________________________________ 
  
Chapter 1, Paragraph 3A 
 
3A. The Franchise Board has prescribed the following standards and arrangements for 

the conduct and administration of insurance business at Lloyd’s provided always that 
failure to comply with these standards and arrangements shall not invalidate or call 
into question any contract or agreement entered into by or on behalf of a managing 
agent or syndicate nor shall failure to comply with these standards and arrangements 
create any right of action or claim in any third party against a managing agent or 
syndicate, the authority to enforce compliance being exclusively vested in the 
Franchise Board –  

 
(a) as from 28 October 2004, a managing agent shall not permit the syndicate 

stamp of a syndicate managed by it to be affixed to any slip which relates to a 
contract or contracts of insurance unless –  

 
(i) the slip is in the format of an LMP slip from time to time issued by the 

LMP Programme Office and the information contained in the slip has 
been properly completed in accordance with the relevant LMP slip 
standards; 

   
(ii) the slip is marked “LMP Exempt – Client Requirement”; or  

 
(iii) the slip relates to motor business, personal lines business or term life 

insurance business and the slip will not be processed by LPSO 
Limited; 

 
(b) as from 28 October 2004, a managing agent shall not permit the syndicate 

stamp of a syndicate managed by it to be affixed to any slip which relates to a 
binding authority in respect of the 2005 or later year of account unless the slip 
has been completed in accordance with the relevant LMP slip guidelines from 
time to time issued by the LMP programme office. 
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                 APPENDIX 3 

 
UNDERWRITING REQUIREMENTS 
_________________________________ 
  
Chapter 2, Paragraphs 10 - 12 
  
10. Every registered and restricted binding authority shall contain the following 

information, provisions and terms and comply with the following conditions 
and requirements –  

 
(a) an agreement number by which the binding authority can be 

identified; 
(b) the name and address of each coverholder which is a party to 

the binding authority; 
(c) the name and address of each Lloyd’s broker which is a party to 

the binding authority or which arranged or broked the binding 
authority; 

(d) the syndicate or syndicates on whose behalf each managing 
agent is delegating authority to enter into contracts of insurance 
(the “syndicates”); 

(e) the period of the binding authority which shall be no greater than 
18 months from the date of inception of the binding authority in 
total; 

(f) the name of the coverholder’s director or partner who is directly 
responsible, on behalf of the coverholder, for the overall 
operation and control of the binding authority; 

(g) the names of the coverholder’s directors, partners or employees 
who will have authority to enter into contracts of insurance under 
the binding authority; 

(h) the names of the coverholder’s directors, partners or employees 
(if any) who will have authority to issue documents evidencing 
contracts of insurance under the binding authority; 

(i) the name of any person who will have authority to agree claims 
made on contracts of insurance entered into by the coverholder 
under the binding authority; 

(j) a list of the terms and conditions which must be incorporated in 
contracts of insurance entered into under the binding authority 
including - 
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(i) relevant wordings, exclusions and limitations; 
(ii) the maximum period of cover;  
(iii) the limits of liability; and 
(iv) any applicable territorial wordings or general cover 

conditions as prescribed or endorsed by the Franchise 
Board; 

 
(k) the maximum aggregate premium income limit in respect of all 

contracts of insurance that the coverholder may enter into under 
the binding authority; 

(l) the maximum limits of liability in respect of contracts of 
insurance that the coverholder may enter into under the binding 
authority; 

(m) the territorial limitations on the coverholder’s authority under the 
binding authority; 

(n) provisions requiring the coverholder to report in respect of all 
premiums, paid claims, outstanding claims and expenses in 
respect of contracts of insurance entered into by class or 
category by the coverholder under the binding authority; 

(o) provisions setting out how and when the payment and 
settlement of monies due from each of the parties to the binding 
authority should be made;  

(p) provisions for the cancellation and termination of the binding 
authority including provisions that the binding authority shall be 
terminated upon the Franchise Board giving such direction or 
order to the managing agent or the coverholder; 

(q) provisions relating to the ongoing obligations of the coverholder 
in the event that the binding authority expires or is terminated or 
cancelled for any reason; and  

(r) provisions setting out the jurisdiction and governing law for the 
settlement of disputes arising from the binding authority.   

  
11. Every registered binding authority shall, in addition to the matters 

referred to at paragraph 10, contain the following information, 
provisions and terms and comply with the following conditions and 
requirements – 

 
(a) a precise description of the nature or classification of the 

contracts of insurance that the approved coverholder will be 
authorised to enter into under the registered binding authority 
and any relevant exclusions and limitations; 
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10

(b) the manner or basis for the calculation of premiums, discounts, 
commissions, brokerages, fees, charges and expenses. 

 
12. Every restricted binding authority shall, in addition to the matters 

referred to at paragraph 10, contain the following information, 
provisions and terms and comply with the following conditions and 
requirements – 

 
 (a) provisions to require the restricted coverholder to produce to the 

Franchise Board any information, documents, books, records 
and other materials which, in the opinion of the Franchise Board 
relate or purport to relate to the operation of the restricted 
binding authority and to give to the Franchise Board or its agent 
or general representative all reasonable facilities in its premises 
for the purpose of examining such materials. 

 














































































































