
THE NAIC’S INTERNATIONAL INSURERS DEPARTMENT’S

(“IID”) FILING INSTRUCTIONS

FOR LLOYD’S SYNDICATES

YEAR ENDED 31 DECEMBER 2011
Introduction:

The IID filing pack must be prepared, notarised and submitted to the IID in hard copy. In addition, the IID Financial Filing Format (“LLiid2011.xls”) must be submitted in electronic format via the Market Reporting website: details will be provided by MF in due course.

Procedures for submission of annual IID filings:

The filing comprises:

(1) The Jurat page (“Lloyds_jurat.doc”)

(2) The revised IID Financial Filing Format (“LLiid2011.xls”)

(3) The IID Interrogatories form (“Lloyds_interrogatories.doc”)

(4) The Statements of Actuarial Opinion for the syndicate’s

a) net world-wide reserves (N.B. this year, this will be the same opinion as supplied to the Council of Lloyd’s) and 

b) gross SLTF reserves (“Lloyds_Surplus_Lines_Reserve_Cert.doc”)

(5) The syndicate’s 2011 Annual Report and Accounts

(6) A letter of explanation addressed to the IID summarising:-

a) any changes in the managing agent’s holding company structure as are current with the date of preparing the filing;

b) any changes in relation to the Biographical Affidavits already on file with the IID, to include new appointments, resignations and changes of function;

c) a schedule of all Biographical Affidavits currently on file with the IID; and

d) all other relevant, material changes to the information previously filed. 

(7) Extracts from the QMR Return.  (Note: The filing of FSA forms with the IID has been waived until further notice.)






Items (1) through (4) will be available from the NAIC web-site. These can be obtained at :

http://www.naic.org/committees_c_surplus_lines_iid_plan.htm  

You will also be provided with:

i)
The IID filing instructions for Lloyd’s Syndicates (“Lloyds_Filing_Instructions.doc”) – being this document in electronic version;

ii) The NAIC/IID Plan of Operation, which are the rules governing listing and filing requirements for alien insurers (“IID_Plan_of_Operations.doc”)

Item (7) will be administered by Lloyd’s MF.  Lloyd’s managing agents have already been requested to authorise MF to supply (in hard copy and electronic format) complete Lloyd’s QMR Return. This information will be forwarded to the IID, with certain items under agreed upon terms of confidentiality.



Where incidental or sub-syndicates (i.e. those with identical stamp constitutions to the main syndicates) are listed by the IID as eligible surplus lines insurers, a single return is acceptable, provided that the syndicate Report and Accounts were prepared on the same basis. In this case, all the relevant syndicate numbers must be clearly indicated on every document, including the Jurat and the electronic version of the IID Financial Filing Format.

The IID Financial Filing Format:

The IID Financial Filing Format has been set up within a Microsoft Excel 2003 spreadsheet workbook (file name: “LLiid2011.xls”), and each of the various schedules has been set up as an individual worksheet within the workbook. 
Important: When the workbook is first opened, a message on the Task Bar is observed indicating “Security Warning……..Macros have been disabled.” Click on the box labeled “Enable Content” as this will enable the macros within the workbook.
Within Excel, these worksheets are identified at the bottom of the screen, by title, when the file has been opened. Individual worksheets may then be accessed by placing the cursor on the worksheet title and clicking once on that title. This should "open up" the intended worksheet. Should another worksheet be desired, simply repeat the procedure. 

The electronic filing format has been developed in order to eliminate re-keying. The syndicate is required to enter information into the non-shaded areas only, while the shaded or blue areas will be entered automatically by the computer. The information within the shaded areas has been protected to prevent data entry into those cells.

Users may need to add lines or more information to the worksheet.  This can be achieved by unprotecting the document, inserting the necessary number of rows, and then copying the formulae from an old row into the newly inserted rows. Nonetheless, it may be prudent to work on the spreadsheets with cell protection turned on, in order to guard against accidental overwriting of formulae, etc.  

Each of the worksheets contain attached notes within applicable cells. These act as a help index in the completion of the filing and include a brief statement, or instruction, of the task to be performed or information to be entered, for a particular cell or group of cells. For instance, a "hidden" note within the “Syndicate Name” cell states, “Enter the actual syndicate name and number here”. These notes are identified by a small red dot located within the upper right corner of an applicable spreadsheet cell, which indicates that a note is attached to that cell.  To read that note, place the cursor over that cell, which will allow the note to be viewed. For those cells which do not contain a red dot, and therefore do not contain a note of explanation, the account balance/information required is considered to be self-explanatory.

The report forms must be completed in sterling (except for the premiums and loss triangulations for the types of US dollar business, which should be completed in US dollars).  The Lloyd’s published foreign exchange rates have already been entered onto the spreadsheets and cannot be changed. The spreadsheet will convert the amounts to US dollars. The exchange rate used is the year-end rate, not an average rate, and cannot be changed.
Please complete the forms using round 1,000’s. 

Note that in order to ensure compliance with this requirement the IID will assess late filing fee penalties on the basis of an incomplete return for any syndicate that does not use round thousands in its reporting.

For the avoidance of misunderstanding, this means that if the figure being reported is actually £273,548.76, then the number entered into the spreadsheet would be 274, i.e. divide the figure by 1,000 and round the result.

Please name the excel file “LLiid[4 digit syndicate number]2011.xls”,  e.g.: Lliid12342011xls would be for syndicate 1234, and Lliid01232011.xls would be for syndicate 123.

Introductory Schedule:

“Underwriters/Directors”:  an asterisk should be placed next to the name of underwriters, directors or controllers of the managing agent who have been newly appointed since the initial application was made to IID or since last year's filing. Details of class underwriters are not required. Please also indicate whether the individual has executed the NAIC declaration with Relationship Management (previously this function was within the Lloyd’s Admissions Department).

‘Major Lines of Coverage’  refers to all business of the syndicate, and not specifically to US situs business (although where these are substantially different, a note should be made). A detailed analysis is not required.

Schedules of Premiums and Losses:
These schedules consist of:

“Direct SL”: US Situs Business – Direct surplus lines post 1 August 1995, with premiums on a signed basis;

“Assumed” RI”: US Situs Business – Assumed reinsurance post 1 August 1995, with premiums on a signed basis;

“ US $ Bus.”: all U.S. $ business with premiums on an earned basis;

“£ Bus”: All other worldwide business, with premiums on an earned basis. 

“Total GPL”: A calculated sheet of the total earned premiums and losses derived by adding together the “US $ Bus” and “£ Bus”  spreadsheets.

The premium and loss information should all be entered on a gross basis, disregarding the effects of reinsurance.  As with the other schedules, the syndicate should enter the requested information in the specified currency, as the necessary conversions will be made automatically. Historical data which will be on a signed premiums basis does not need to be restated on an earned basis.

Syndicates must provide both premium and loss data for US situs business and for non-US business. Premiums should be reported gross of brokerage and commission. The US business must be split between surplus lines and reinsurance (Sheets “Direct SL” and “Assumed RI”). Business must also be split between US dollar denominated business (including that subject to the surplus lines or reinsurance trusts) and non-US dollar denominated business (Sheets “US $ Bus” and “£ Bus”).

Please interpret the earliest year (2006) on the triangulations as including prior years, i.e. put 2006 & prior data into the 2006 cells. The 2011 calendar year movements in 2006 and prior years of account should be reported in the 2006 & prior row, under the 2011 column (i.e. cells H10 and H25).

Schedule of TRIA Premiums and Losses

Please use the TRIA form and jurat, together with the instructions, to be issued by Lloyd's as a separate Market Bulletin to make the TRIA filing.

Schedule of Reinsurance Ceded:

This schedule should be completed on an accruals basis. Reinsurance recoveries on outstanding claims and IBNR should be reported gross of reinstatements. Data in the schedule does not need to be broken down by year of account, i.e. amounts should be aggregated by reinsurer rather than being shown on a year of account basis. The figures are cumulative for the three most recent years of account and show calendar year movements for older years.  In addition, data on the schedule does NOT need to be analysed between US and non-US business.  

Estimated recoveries on unpaid losses, including IBNR and ALAE, relates to all years of account.  IBNR should be allocated to each reinsurer. Please note that the aggregate of the column entitled “Reinsurance recoverable on unpaid losses and ALAE” should reconcile with the total at lines 8 + 9 on Form QMA223  (“ALAE” means allocated loss adjustment expenses.)

De Minimis Provision: there is an aggregate requirement such that where the recoverable exceeds £10,000, a breakdown must be provided. Reinsurance recoverables which aggregate to under £10,000 may be shown as a single line under “de minimis”.

Affiliated reinsurers/split: Reinsurance ceded should be split between affiliated and non-affiliated companies. 

For the purposes of this filing, an affiliate is defined as an entity that is within the holding company system or a party that, directly or indirectly, through one or more intermediaries, controls, is controlled by, or is under common control with the syndicate. This split is likely to be more important for syndicates with capacity largely provided by corporate members. An affiliate includes a parent or subsidiary and partnerships, joint ventures, and limited liability companies. 

Control is defined as the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a person, whether through (a) the ownership of voting securities, (b) by contract other than a commercial contract for goods or non-management services, (c) by common management, or (d) otherwise. Control shall be presumed to exist if an insurer and its affiliates directly or indirectly, own, control, hold the power to vote, or hold proxies representing 10% or more of the voting interests of the entity. 

The 10% ownership threshold shall be measured at the holding company level. For example, if one member of an affiliated group has a 5% interest in a company and a second member of the group has an 8% interest in the same company, the total interest is 13%, and therefore, each member of the affiliated group shall be presumed to have control. These presumptions can be overcome by predominant evidence to the contrary. However, they shall stand until overcome by such predominant contradictory evidence. An insurer with 10% or more of the voting interest shall evaluate all facts and circumstances relating to the investment and reach a judgment about whether the presumption of control is overcome. The corollary is required to demonstrate control when an insurer owns less than 10% of the voting interest of an investee.
Reinsurance Recoverables split: Syndicates must continue to report reinsurance receivables on paid losses outstanding as of the fiscal year-end date, split between those collected subsequent to year-end and those still outstanding as of the filing submission date. 

Reinsurance Recoveries: Syndicates should provide the totals for reinsurance recoveries receivable, in total (i.e.: cumulative to date) for years of account 2009, 2010 & 2011, and in the calendar year for any run-off year.  

Disclosure of collateral: Syndicates are required to disclose collateral given by reinsurers to secure recoverable amounts e.g. letters of credit, trust funds or funds withheld. The information for collateral on hand need only be entered in the domiciliary currency column, since the remaining information will be calculated automatically. 

Detailed guidance notes on completion of columns:

Column
A
The managing agent must enter the LORS number or the name of the insurer using the macro window that appears when a blank line is selected.  Although there has been some flexibility in the past, with this new system, fines will be applied where it is apparent that the managing agent has not made a 'good faith effort' to provide the LORS numbers.  Do not name brokers in place of reinsurers. 
B & C
List in alphabetical order by country, then list in alphabetical order by company (should be entered by the macro).

D
Insert in this column, if applicable, the following letter designation:

(J) 
Reinsurer is subject to delinquency proceedings, (i.e. conservatorship, 

rehabilitation, receivership, liquidation, or equivalent process).

(W) A dispute exists with the company which may affect the recoverability of all or part of the balances shown. A dispute exists, for the purposes of this disclosure, when the reinsurer has contested the validity of coverage, or the ceding or assuming insurer has initiated arbitration or otherwise instituted legal actions concerning any amount claimed to be recoverable.

E
Insert reinsurance receivables on paid losses outstanding at the end of the fiscal year-end that have subsequently been collected.  (See general note above.) 'Subsequently collected' should be completed using the most recent date, which syndicates' accounting system will permit, without delaying submission of the filing. There is no need to disclose the date used. (See also general note above).
F
Insert reinsurance receivables on paid losses outstanding at the end of the fiscal year-end which are still outstanding. (See also general note above).

G
"Total reinsurance recoveries received during the year" should be read as "Total reinsurance recoveries receivable during the year" and should include any amounts which have been accrued in the syndicate’s accounts. The amount entered should be for all years of account.
H
Reinsurance recoverables should be disclosed net of bad debts which have already been written off.

I
Insert any collateral (letters of credit, deposits or funds withheld) that secures paid and unpaid loss recoverables from an individual reinsurer. (See also general note above).

Additional Information schedule:

This schedule summarises certain key information contained elsewhere in the hard copy filing (e.g. in the syndicate’s loss certification in the trust fund documents, in the QMR returns or in the syndicate’s annual report). Comments have been included within the various cells to direct the preparer to the relevant original information source. Please note that the amount to be filled in for the “US Surplus Lines Trust Fund Market Value” as funded for 31-Dec-2011, is the amount that was funded as of 29-Feb-2012, relating to 31-Dec-2011.

In the event that:


the market value of the SLTF as at 31 December 2011 (as funded in February 2012) does not cover the Trust Fund Minimum Amount; or

the solvency reserves are lower than the certified loss reserves,
the spreadsheet will highlight the difference and you are requested to “insert comment” in the specified cell and explain the reason for the difference.

The Interrogatories Form:

Question 3 - 
refers only to exceptional, and not to routine, “general reviews” by Lloyd’s Regulatory Division.

Question 6 - 
refers to “significant” or “material” actions such as those reported in a syndicate’s Annual Report and Accounts.

Question 8 - 
it is recommended that Syndicates identify any states where they are not writing surplus lines business, and then confirm that they are writing business in all other states, except these. See also Question 9.

Question 9 - 
Syndicates should remember to include “all states except Kentucky and the USVI where Lloyd’s underwriters are licensed insurers”, in their answer.

Question 18 - 
base your response on surplus lines premiums written over all open years of account. This question must be answered. (The IID understands that Lloyd’s Xchanging can assist agents with the necessary analysis to answer this question).

Completion and Mailing:
All documents required for the IID filing package should be prepared and then the filing package compiled for notarisation.

Please note that three originals of the filing packs must be notarised, using the Jurat page.  Managing agents are notified that filings must be signed by the finance director of the managing agent that prepared it and by one other director or the compliance officer of that agent. The Jurat must be signed in front of a notary public or a Commissioner for Oaths, or a solicitor  who holds a practising certificate under section 81(1) of the Solicitors Act 1974.

All annual filing packs are usually submitted to the IID via Lloyd’s Market Finance, for Lloyd’s administrative convenience. Two notarised copies of the filing package and the electronic version of the IID Financial Filing Format (via the Market Reporting website) should be submitted to MF, in accordance with their annually published timetable.  One copy will be forwarded to the IID, while the second will be retained by the MF for the provision of copies to US State Insurance Departments, as required. The third copy should be retained for the managing agents’ records.

Continuing Reporting Requirements:

Syndicates are required to report material changes to their annual filed information on a continuous basis and generally within 30 days of these changes taking effect. 

In particular, syndicates should report changes in control, mergers, new “controllers” and changes in the appointment of directors, officers and underwriters.  It is recommended that syndicates summarise all data reported during the course of the preceding year in the annual filing.  This ensures that the IID records are completely up to date.

Filing Fees:

An annual listing fee is payable by each listed Lloyd’s syndicate (including sub or incidental syndicates, where appropriate).  This must be paid and received by the NAIC by 31 March 2012.  Lloyd’s usually makes arrangements for these fees to be settled in one central bulk payment, which ensures efficiency. The IID imposes strict fines for the late settlement of fees and for the late filing of QMR Returns.  

The latest schedule of fees is:- 

Insurer’s Annual Listing Fee






$4,250
Late Fee








$1,000

Daily late fee for every day late






$100

Application for extension of time to file financial data



$500

An insurer that fails to pay or have paid on its behalf by its United States representative the annual listing fee by March 31 of each year shall pay the annual fee plus the late fees set forth above by June 30 of each year, or shall be removed from the listing. Any insurer so removed must reapply in accordance with paragraph III of the Plan of Operation.

[New applications for listing on the NAIC Alien Non-Admitted Insurers Quarterly Listing should be accompanied by a $8,500 application fee together with a completed Application for Listing. Remittances for new applications can be made via Lloyd’s Settlement and Trust Fund Operations. Alternatively, remittances for new applications can be paid directly, either in U.S. Dollars either by way of a check drawn on a U.S. Bank or an International Money Order drawn on a New York clearing bank, made payable to the National Association of Insurance Commissioners.]

Communications with the IID:

Please note the address for the NAIC and the telephone numbers:

Bob Schump






NAIC







1100 Walnut St, STE 1500

Kansas City MO 64106-2197

Tel:
001 816 783 8437




Fax:
001 816 460 0101




e-mail: rschump@naic.org 
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