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We wish to notify you of a future change that will occur during 2011 as a result of a continuing
discussion with regulators regarding the status of open market and reinsurance business
following the implementation of the clarification of Part XIII of the Canadian Insurance
Companies Act (Part XIII), and the practical implications for Lloyd’s business processes.
Throughout 2009, Lloyd’s had a dialogue with OSFI regarding the existing business models for
open market and reinsurance business, gaining in principle agreement that these models were
such that business written using them could possibly be “insure in Canada a risk”. However,
further dialogue with OSFI made it clear that going forward amendments needed to be made to
our business models to ensure that open market and reinsurance business will be considered
“insure in Canada a risk”.
Amending our business process is not ideal, however, ensuring we continue to conduct
“regulated business” in Canada is important for Lloyd’s from both a commercial and regulatory
perspective. It will ensure the continuing ability to access markets at both federal and
provincial levels.
Lloyd’s proposes to establish a business process by which an insurance contract written in
London in respect of risks located in Canada or a reinsurance contract in respect of a Canadian
cedant will be replaced by a contract made in Canada. This will entail Lloyd’s underwriters’
attorney and chief agent in Canada (the “AIF”), on behalf of the members of the syndicates
writing such risks, endorsing the contract made in London with a statement and to sign that
contract in Canada on behalf of the syndicate members. The AIF shall then send the new
contract, so endorsed and signed, to the policyholder or his broker.
The intention is that the contract signed by the AIF in Canada will, once communicated by the
AIF from Canada to the policyholder or his broker, replace the original contract made in London
in accordance with the typical Lloyd’s market placement procedures. The AIF signed contract
will thus be a contract bound on behalf of underwriters in Canada and will be the governing
document.
There will be no gap in coverage arising on the replacement of the original contract made in
London with that signed by the AIF in Canada as the terms of the two contracts will be identical.
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In the event of a claim, this will be dealt with under whichever is for the time being the
governing document. Initially this will be the slip scratched in London but once this is followed
by the AIF signed slip, the latter will prevail. This will be the case regardless of whether the loss
occurs, or a claim is notified, prior to the making of this subsequent contract
Lloyd’s is now working with the Lloyd’s Market through a number of working groups to develop
the business processes whereby all relevant Canadian open market and reinsurance contracts
will be endorsed in the Lloyd’s Canada Montreal office with the AIF signature. We anticipate
having the new process operational before year end 2011. We will provide you with further
details as the launch date approaches.
A copy of the OSFI Ruling regarding the AIF Signing process is attached for your review.
Please take note; there are no implications for business written via a Canadian coverholder or a
Canadian service company. The nature of the activity undertaken in Canada and on behalf of
Lloyd’s by Canadian domiciled, coverholders or service companies is such that the business
written under their binding agreement(s) is considered by OSFI as ‘insure in Canada a risk’.
Until the new AIF Signing is operational, we are pleased to confirm that to minimize market
disruption, OSFI has agreed that Canadian cedants whose risks are reinsured prior to the
introduction of the new AIF Signing Process may continue to take capital/asset credit for
reinsurance purchased from Lloyd’s Underwriters given Lloyd’s commitment to OSFI to both
reflect these risks and their associated liabilities in the Lloyd’s Underwriters P&C2 return and
vest assets in the Lloyd’s Canadian Trust Funds in order to meet any associated liabilities.
Once the AIF signing process is established, Lloyd’s underwriters (in accordance with the
procedures to be adopted) will direct all relevant new and renewal reinsurance contracts and
Open Market policies through the new process.
There should be minimal delay in processing the policy through the AIF Signing process and
we are working to ensure the new process will have very little significant impact on our
Canadian intermediaries.
We will be in contact with you with further details regarding its implementation, prior to the
launch of the new AIF Signing process.
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