FSA 2005/72

LLOYD'S SOURCEBOOK (AMENDMENT NO 3) INSTRUMENT 2005

Powers exercised

A. The Financial Services Authority makes this instrument in the exercise of the
following powers and related provisions in the Financial Services and Markets Act
2000 ("the Act™):
(1) section 138 (General rule-making power);
(2) section 156 (General supplementary powers); and
(3) section 157(1) (Guidance).

B. The rule-making powers listed above are specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force on 31 December 2005.
Amendments to the Glossary of definitions

D. The Glossary of definitions is amended in accordance with Annex A to this
instrument.

Amendments to the Lloyd's sourcebook

E. The Lloyd's sourcebook is amended in accordance with Annex B and C to this
instrument.

Amendments to the Supervision manual
F. The Supervision manual is amended in accordance with Annex D to this instrument.
Citation

G. This instrument may be cited as the Lloyd's Sourcebook (Amendment No 3)
Instrument 2005.

By order of the Board
15 December 2005



Annex A

Amendments to Glossary of definitions

In this Annex, underlining indicates new text and striking through indicates deleted text.

actuarial health
insurance

admissible asset

approved security

balancing
amount

callable
contribution

Central Fund

.(9 i H:E? the type_sl HSHFaRee el_elmeel LD ALAIR which-s

H-Summary gl ene'le;'l HstFance bus.lﬁl_lesls “l"le.l.' 1S S.IG|£IIESS

) (in PRU) (in the context of the rules in PRU 7.2 concerning the

calculation of the general insurance capital requirement), health
insurance which meets all the conditions set out in PRU 7.2.72R.

(1) (in LLD) an asset that falls into one or more categories in PRU 2

Ann 1R as modified by LLD 19.3.19R may-be-taken-into-accountfor-the

purposes of the solvency requirements in LLD 11.2.1R in accordance with
LB

(2) (in PRU) an asset that falls into one or more categories in PRU 2
Ann 1R.

(1) (in COLL and CIS) a transferable security that is admitted to
official listing in an EEA State or is traded on or under the rules
of an eligible securities market (otherwise than by the specific
permission of the market authority).

(2) (in E:B-and PRU) any of the following:

(in LLD) in respect of a syndicate, ...

(in LLD) amounts that members are liable to pay to the Society (or may by
resolution of the Society be liable to pay) as contributions to the
Central Fund.

(in LLD) the Central Fund established under Lloyd's Central Fund Byelaw
(No 4 of 1986) and the New Central Fund established under Lloyd's New
Central Fund Byelaw (No 23 of 1996).




business

discounting

global account

initial margin

i Vi busi lati i .

(lr-EEB-and in PRU) discounting or deductions to take account of
investment income as set out in paragraph 48 of the insurance accounts
rules.

i i whicl I Lo L
business.

the aggregate accounts produced by the Council in accordance with
Regulation 8(1) of the Insurance Accounts Directive (LIoyd's Syndicate

and Aggregate Accounts) Regulations 2004 urderEED-15-10(Fhe-Lloyd's

global account).
(1) (in COLL and CIS) cash or other property deposited in

accordance with the rules of a derivatives market.

(2) (in COB) the amount which under the rules of the relevant
exchange or clearing house the firm or an intermediate broker
would be required to deposit in cash as a fidelity deposit in
respect of all the client's open positions in margined transactions
at that time, irrespective of any unrealised profit or loss on such
positions, on the assumption that those transactions were the only
transactions undertaken under the rules of that exchange or that
clearing house by the firm or the intermediate broker at that time.




IPRU(INS) H{exceptin-LLD) the Interim Prudential Sourcebook for insurers;
(|2) tin E.EE). the 19'5'9”&9: H HH(.”JS) ||||Ie|e_ ellnnneslllatelly PHOFLO
{Insurers and Other Amendments) Instrument 2004,

listed (1) (except in LR, ENF 21 and E:B-and PRU) included in an official list.
(2) (in E:B-and PRU)
(@) included in an official list; or
(b) in respect of which facilities for dealing on a regulated
market have been granted.
(3) (in LR and ENF 21) admitted to the official list maintained by the FSA
in accordance with section 74 of the Act.

Lloyd’s member’s (in LLD) assets:
contribution (a) provided to a managing agent in response to a cash call; or
(b) held by the Society as funds at Lloyd’s.

lovel's soli T : lovel's

Lloyd’s trust deed (in LLD) a trust deed in the form prescribed by the Society and notified to
the FSA, for execution by a member in respect of his insurance business.

Lloyd’s trust fund (in LLD) a fund held on the terms of a LIoyd’s trust deed.

- - - - -

insurance (a) tn a premium trust fund Tor long-term insurance business: or

business-assets i1abl | . busi liabilit ”
member-

I liabilities of ber i ibutab] his | .

insurance business:

business

liabilit

| ired he irod lofined i Y

mathematical &  {irLLDB)the provision-madefora-memberto-coverHabilities
reserves S . . A i
(Fe;seluldmg .I'alb'“l“es which Ileue; Ial_le_n Gue Elu'd I'a.b'l'“es aHsHg
&  nPRRU) the provision made by an insurer to cover liabilities
(excluding liabilities which have fallen due and liabilities arising
from deposit back arrangements) arising under or in connection
with long-term insurance contracts.

! i i i i I
FSMbEF'S fargin .H'E E““EH“IE EIE.FE'“';“EElllnE&EEE.I;!EHFIEEEI”IH' LD SR (Elslle_lal )



Society GICR

syndicate assets

syndicate ICA

technical
provision

(in LLD) the general insurance capital requirement calculated by the
Society as if it were an insurer under LLD 19.2.13R.

ALLD) fund_calculated by the Soci o LLT

(in LLD) assets managed by or at the direction of a managing agent in
respect of insurance business carried on through a syndicate and overseas
business regulatory deposits funded from those assets.

(in LLD) the capital assessment performed by a managing agent under
PRU 1.2.26R, LLD 18.2.1R(1), PRU 2.3 and LLD 19.4.1R(2) in respect of
each syndicate managed by it.

14 ; hrical .. tofined in the i
accountsrules:

) (in PRU) a technical provision established:

(a) for general insurance business, in accordance with PRU
7.2.12R; and

(b) for long-term insurance business, in accordance with
PRU 7.2.16R.



Annex B

Amendments to the Lloyd's sourcebook

In this Annex, underlining indicates new text and striking through indicates deleted text.
Where an entire section of text is being deleted, the place where the change will be made is

indicated and the text is not struck through.

LLD Contents

Lloyd's

LLD 15 Reporting
15.10 [deleted]
Lloyd's

Lloyd's sourcebook — Transitional provisions

1 Table Transitional provisions

1 @ @ @ (5)
Material to Transitional provision Transitional
which the provision: dates
transitional in force
provision
applies

[Insert a new transitional provision 10 as follows]

10 LLD Form The Society must include  31.12.2005
15 in aggregate members'
Instruction 7 liabilities aggregate net

surpluses in open
syndicate years (for those
members with surpluses)
to be shown at line 21.

(6)

Handbook
provision:
coming into force

Commencement




Chapter 15

Reporting

15

15.1

15.1.5

15.1.5A

15.2

15.2.5

15.10

Reporting

Application and purpose

Purpose

G

I®

The Lloyd's Return is made annually and contains the statement required
from the Society that {-has-maintained capital resources eguivalent at least
equal to #s-the capital resources requirements for general insurance
business and long-term insurance business under PRU2and LLD 19
(Application of PRU 2 to Lloyd's), have been maintained at all times
throughout the financial year. Fhis-doesnot-abselve-the Seciety-from-the

For general insurance business, the capital resources requirement for the
Society is the higher of the aggregate of the members' capital resources
requirements for general insurance business, calculated in accordance with
LLD 19.2.5R, and the Society GICR. For long-term business, the capital
resources requirement for the Society is the aggregate of the members'
capital resources requirements, calculated in accordance with LLD 19.2.7R.

The Society is required to ensure that each member's capital resources
requirement is covered by that member's capital resources, or, where there
is a shortfall in the member's capital resources, by the Society's own capital
resources. For general insurance business, the Society must ensure that the
Society GICR is covered by the aggregate capital resources supporting the
insurance business of all the members.

Requirement to report to the FSA

R

The Society must provide a printed copy of the Lloyd's Return to the FSA,
with Form 9 1 signed by three signatories ...

Delete LLD 15.10 in its entirety; the deleted text is not shown struck through.

Fhe-tloyd's-globalaccount [deleted]



15 Ann1l

15 Ann 2

R

R

R

1

Reporting Forms

[The amendments to the Reporting Forms are shown in Annex C]

Certificate by the Council (see LLD 15.9.1R(1))

Table R
Subject to 5, the certificate required by LLD 15.9.1R(1) must state:

Q) in relation to Forms 9 1 to 3, 13 to 17, 20 to 42, the supplementary
notes to the forms..., that:

(a) the Lloyd's Return has been prepared in accordance with PRU
and LLD 946 15 to 24;

(b)
(c)
(2 that—masmabl&%nes—ha%—bee#made—by—meéeemyieﬁhe

BH-FBGSGS—OJH:ED—Q—EG%-| deleted -

3) that, as applicable, the assets held by members throughout the
financial year in question enabled the Society to comply with £LB

143 AR(Currency-mateching-and-oeakisation)-PRU 7.2.30R
(Localisation (UK firms only)) and PRU 7.2.34R (Matching of assets

and liabilities); and

(4)

Subject to 5, the certificate required by LLD 15.9.1R(1) must state that the
reguired-margin-has-capital resources at least equal to the capital resources
requirements under PRU 2 and LLD 19 (Application of PRU 2 to Lloyd's),
have been maintained threugheut-at all times during the financial year in
question.

Subject to 5, the certificate required by LLD 15.9.1R(1) must also state in
relation to the long-term insurance business carried on by members:

1) that the requirements of FPRU{INS)}-3-1Rt0-3:5R PRU 7.6.18R to
PRU 7.6.33R have been fully complied with and in particular that,

subject to the provisions of FRRU{INS)32R{3)}-PRU 7.6.27R, assets




15 Ann4

(2)

©)

(4)

()

attributable to long-term insurance business, the income arising, the
proceeds of any realisation of such assets and any other income or
proceeds allocated to the long-term insurance busiress-fund fund or
funds funds have not been applied otherwise than for the purpose of
the long-term insurance business;

been-made-at-fair-market-value-[deleted]

that all guarantees given by a member of the performance by a
related insurer which would fall to be met by any long-term
insurance businessfund fund have been disclosed in the Lloyd's
Return, and that the fund or funds on which each of those guarantees
would fall has been identified in it; and

that the return in respect of long-term insurance business is not
distorted by agreements between the members concerned or by any
arrangements which could affect the apportionment of expenses and
income;-and.

that IPRU(INS) 3.5R has been fully complied with.[deleted]

Certificate by the syndicate actuary (see LLD 15.9.1R(3))

Table

R

The certificate required by LLD 15.9.1R(3) to be signed by the syndicate
actuary appointed to a syndicate in which members carry on long-term
insurance business must state:

1)
()

whether the sum of the mathematical reserves and the deposits
received from reinsurers as shown in Form 14 constitute proper
provision at the end of the financial year for the long-term insurance
business liabilities where these liabilities:

@)



15 Ann5

(b) include all liabilities arising from depesit-back-arrangements

deposit back arrangements;

3 whether the liabilities have been valued in accordance with LLD 9-te
1516 to 24 in the context of assets valued in accordance with LLD 9
to-1516 to 24, as shown in Form 14;

(4)

Auditors' report (see LLD 15:9:3R15.9.2R)

Table R

The repeort certificate required by LLD 45:9:3R 15.9.2R must, in addition to
any statement required by section 237(2) and (3) of the Companies Act,
state:

1) that in the auditors' opinion, Forms 9 1 to 3, 13to 17, 20 to 42, ...
have been properly prepared in accordance with EEB-9-te-15 LLD 15
to 24;

2) that...

€)) in their opinion, the certificate required ... has been properly
prepared in accordance with EEB-9-te-15 LLD 15 to 24; and

(b)
3 the ...

(a)

(b) in respect of long-term insurance business carried on by
members, on the certificates of the syndicate actuaries given
in accordance with the requirements of LEEB-9-te-15LLD 15
to 24 with respect to the amounts in Form 60.

Where the auditors refer in their report or in any note attached to their report
to any uncertainty, the report must state whether, in the auditors’ opinion,
that uncertainty is material to determining whether the Society is able to
meet the solvency requirements of-LEB-9-te-15 LLD 15 to 24.

10



Lloyd's

Schedule 1
Lloyd's sourcebook — Record keeping requirements
G
1 The aim of the guidance in the following table is to give the reader a quick overall

view of the relevant record keeping requirements.

2 It is not a complete statement of those requirements and should not be relied on as if
it were. In particular, in accordance with the application rules in LLD 16 to LLD 25,

the Society and managing agents are subject to prudential requirements in PRU which

include record keeping requirements. They should refer to the relevant Schedules to

PRU for a view of those requirements.

3 Table Record keeping requirements
Handbook Subject of record Contents of When record | Retention
reference record must be made | period
bilin §
carrying-outthe
funetions
; il . ‘i
delegated-authority-to | meetings
carry out the Society's
regutatory-functions
2562 dividual fiod fiod fiod
other person's exercise
of-his-delegated
authority to carry out
the-Seciety's
regulatory functions
o olvod i . .
out the Society's
regutatory-functions
3 i T F el F — —
LLB-1-3-106(2) I rolved i i : Notspecitiea | Notspeeities
: I . 4
Society's regulatory steps taken to
funetions handle-them

11




Handbook Subject of record Contents of When record | Retention
reference record must be made | period
LLD 4.2.3G(1)
LLD 5.2.3G
LLD 7.3.1G
LLD 7.3.2G
demonstrate inacecordanee | lessthan-10
comphiance with-tLD-9 years
with-EEB-9te | to-15
15
records and-analyses-of
I 7
and-claims
Lloyd's
Schedule 2
Lloyd's sourcebook — Notification requirements
G
1 The aim of the guidance in the following table is to give the reader a quick overall
view of the relevant requirements for notifications and reporting.
2 It is not a complete statement of those requirements and should not be relied on as if

it were. In particular, in accordance with the application rules in LLD 16 to LLD 25,

the Society and managing agents are subject to prudential requirements in PRU and

SUP which include notification requirements. They should refer to the relevant

Schedules to PRU and SUP for a view of those requirements.

3 Table Notification requirements

Insert new second column with heading: "Notification by" in the following table:

Handbook | Notification | Matter to be Contents of Trigger Time allowed

reference | by notified notification event

LLD Society Any matter ... Includes ... The Society | Immediate

2.3.1D

LLD 2.4 Society Commencement, ... | Commencement, | End ... 5 business
days

LD Propesed-changes | Detalsof Net Fhe FSA

12




Handbook | Notification | Matter to be Contents of Trigger Time allowed
reference | by notified notification event
supervising and changes, be given
H-bB regulating-the consultation adeguate
responsesto
consultation
and all amendments | amendments
to-byelaws
the-Central-Fund the Central calendar
Fund's net quarter
market value,
payrents;
nvestments;
changes in any
insurance-pohiey
and any claims
on the latter, or
circumstances
hikely-to-lead-toa
claim
LLD 4.3 Society Information ... Capacity ... End ... 1 month
LLD 7.4 Society Information ... Number, ... End ... 1 month
approve-oramend-a  and-proposed tends-to thnetor
trust deed amendment, plus | approve or | the FSA 10
a-statement-of the | amend-a consider
purpose of the trust deed proposals
deed/amendment before
ofHs-impact approval
based-capital changes miake the-FSA-te
system amendments | review
to-risk-based | proposals-and
capital assess
system thetr
under LLD

13




Handbook | Notification | Matter to be Contents of Trigger Time allowed
reference | by notified notification event
10.51R
the Society of the
operation of the
RBG-model
. : Discuission Gompletion | Notspecitiea
aggregations-ohHsk of |_egula|
and B.|EH'IS|GI FEVIEWS
FORItoHAg  ricl
mnstrance-busiiess anare
syndicate will or
may-be-unable-te
provide an
underLEED
10:.9:4R3)b)
LD H-the-selveney A-plantorthe Fhe-Seciety | Prompt
SUR-Appendix
214
LLD 15 Society Lloyd's Return and | Detailed reports | End ... 6 months
LLD 15.13 | Managing Syndicate-level Return in respect | End of each | In time to
agents to reporting of insurance financial enable the
the Society business carried | year Society to
on through each report

syndicate

in accordance
with
LLD 15.2.1R

14




Handbook | Notification | Matter to be Contents of Trigger Time allowed
reference | by notified notification event
LLD Managing Any information All information The As soon as
17.6.1R agents to the managing agent | concerning managing possible
the Society | has concerning relevant risk agent
material risks to receives the
funds at Lloyd's or information
central assets
LLD Society Intention to Fact of intention | The Society | As soon as
17.8.1R approve the form of forms practical
any new Lloyd's intention to
trust deed approve
form of new
Lloyd's trust
deed
LLD Society Intention to make Fact of intention | The Society | As soon as
17.8.2R any amendment forms practical
which may alter the intention to
meaning or effect amend
of any byelaw
(including Lloyd's
trust deeds,
standard form
letters of credit and
guarantees)
LLD Society Full details of form | Statement of Not Normally not
17.8.3R of new Lloyd's trust | purpose of specified less
deed or amendment or than 3
amendments to new form; months in
byelaw (including expected impact, advance of
Lloyd's trust deeds, | if any on proposed
standard form policyholders, change
letters of credit and | managing
guarantees) agents, members
and potential
members;
description of
consultation
undertaken and
summary of
significant
responses to
consultation
LLD Society Change to the Fact and details | The Society | Adequate
18.3.13R maximum amount | of the change proposes to | advance
of the callable change the | notice,
contribution maximum normally
amount not less than

6
months

15




Handbook | Notification | Matter to be Contents of Trigger Time allowed
reference | by notified notification event
LLD Managing Syndicate ICA and Notification | As part of the
19.4.15R agents to balancing amount should be annual
the Society | in respect of each made capital-
syndicate periodically | setting
to the process, in
Society good
time for the
Society
to review and
place
appropriate
reliance on
them
when
determining
capital
assessments
for each
member
LLD Managing At any time, any Revised The Immediately
19.4.23R agents to significant doubt syndicate ICA managing
the Society | about the adequacy | and balancing agent
of a syndicate ICA | amount considers
or balancing that
amount with syndicate
respect to syndicate ICA and
risks and controls balancing
amount
communi-
cate in the
settin
capital
setting
process are
no longer
adequate in
the light of
the risks to
which the
syndicate
business is
exposed
LLD Managing Syndicate liabilities | Nature and Syndicate Immediately
21.3.4R(2) | agents to not covered by extent of liabilities
the Society | matching syndicate | syndicate are no
assets as required liabilities not longer

16




Handbook | Notification | Matter to be Contents of Trigger Time allowed
reference | by notified notification event
by PRU 4.2.53R covered by covered by
matching matching
syndicate assets | syndicate
as required by assets as
PRU 4.2.53R required by
PRU
4.2.53R
Lloyd's
Schedule 4

Lloyd's sourcebook — Powers exercised

G

2 The rulesin LLD 3to LLD 5and LLD 7 to LLD 15 25 are made under section 138 of
the-Aet (General rule-making power), section 141 (Insurance business rules), section
150(2) (Actions for damages) and section 156 (General supplementary powers) and

section 340 (Appointment) of the Act.

4 The directions in LLD 6 #s and LLD 18 are given under section 316 of the Act

(Direction by Authority).

Lloyd's

Schedule 5

Lloyd's sourcebook — Rights of action for damages

G

4 Table Rights of action for damages

17




Chapter/Appendix

Section/
Annex

Paragraph

Right of action under section 150
For private
Person? Removed?

For
other Person?

Ne Ne

Ne

11

12

All other rules

No Yes | LLD
12.1.2R

No

18




Chapter/Appendix

Section/
Annex

Paragraph

Right of action under section 150
For private
Person? Removed?

For
other Person?

14

AH-otherrules

Ne ¥es | LD
H412R

Ne

15

Rules requiring the

Society, managing
agents or members

to have or maintain
adequate financial
resources

No No | -

No

15

All other rules

No Yes | LLD
15.2.1R

Rules requiring the
Society, managing
agents or members
to have or maintain
adequate financial
resources

All other rules

l_
-
W)

No Yes

[N
o
=
[N
)

Rules requiring the
Society, managing
agents or members
to have or maintain
adequate financial
resources

All other rules

l_
-
W)

No Yes

[
~
=
[EEY
)

Rules requiring the
Society, managing
agents or members
to have or maintain
adequate financial
resources

All other rules

l_
-
W)

No Yes

[
©
=
[EEY
)

Rules requiring the
Society, managing

Z
o
Z
o

19




Chapter/Appendix

Section/
Annex

Paragraph

Right of action under section 150
For private
Person? Removed?

For
other Person?

agents or members
to have or maintain

adequate financial
resources

All other rules

I_
-
W)

No Yes

[N
©
=
[N
)

Rules requiring the
Society, managing

agents or members
to have or maintain

adequate financial
resources

Z
o
5

All other rules

=z
o
|-<
D
»
—
—
O

N
©
=
[EEN
Py

Rules requiring the
Society, managing

agents or members
to have or maintain

adequate financial
resources

Z
o
5

All other rules

I_
-
O

No Yes

N
=
=
[EEN
Py

Rules requiring the
Society, managing

agents or members
to have or maintain

adequate financial
resources

Z
o
Z
o

All other rules

l_
-
W)

No Yes

N
N
=
[EEN
Pyl

Rules requiring the
Society, managing

agents or members
to have or maintain

adequate financial
resources

Z
o
&

All other rules

No Yes | LLD

20




Chapter/Appendix

Section/
Annex

Paragraph

Right of action under section 150

For private

Person? Removed?

For
other Person?

23.1.1R

Rules requiring the
Society, managing

agents or members
to have or maintain

adequate financial
resources

No

All other rules

Z
o

Yes

LLD
24.1.1R

Rules requiring the
Society, managing

agents or members
to have or maintain

adequate financial
resources

&

No

All other rules

No Yes

LLD
25.1.1R

Lloyd's

Schedule 6
Lloyd's sourcebook — Rules that can be waived

1

G

Therulesin LLD 3to LLD 5and LLD 7 to LLD 45 25 can be waived by the FSA

under section 148 of the Act (Modification or waiver of rules).

21




Annex C

Amendments to the Lloyd's Sourcebook (LLD 15 Ann 1R Forms)

In this Annex, underlining indicates new text and striking through indicates deleted text.
Where a body of text is deleted and replaced by new text, this is noted in the Annex and the
text is not underlined.

22



Form

1 Statement of solvency - general insurance business
2 Statement of solvency - long-term insurance business
3 Components of capital resources
9 Statementof solvency
10 Statementof netassets
13 Analysis of admissible assets
14 Long-term insurance business liabilities
15 Liabilities (other than long-term insurance business)
16 Profit and loss account
17 Analysis of derivative contracts
20 Underwriting: Summary of underwriting movements
General insurance business (underwriting year accounting): Analysis of premiums, claims and
24 expenses

25 General insurance business (underwriting year accounting): Analysis of technical provisions

General insurance business (underwriting year accounting): Analysis of premiums, claims and
28 expenses by category for treaty reinsurance

General insurance business (underwriting year accounting): Analysis of technical provisions by
29 category for treaty reinsurance

General insurance business (underwriting year accounting): Analysis of gross claims and premiums
34 by risk group for direct insurance and facultative reinsurance

General insurance business (underwriting year accounting): Reconciliation of gross claims and
35 premiums for direct insurance and facultative reinsurance
36 Currency rates
37 Credit equalisation provisions
40 Long-term insurance business: Revenue account
41 Long-term insurance business: Analysis of premiums and expenses
42 Long-term insurance business: Analysis of claims
Long-term insurance business: Valuation summary of non-linked contracts (other than accumulating
51 with profit policies)
60 Long-term insurance-business—mathematicalreserves-and-capital-atrisk capital requirement




[All of form 1 is new, and therefore new text is not shown underlined.]

Lloyd's return Form 1
Statement of solvency - general insurance business
The Society of Lloyd's
Financial year ended
day month year units
L1 |Global 31 12 20XX | £000 |
As at the As at the
end of this | end of the
financial previous
year financial
year
1 1

Capital resources

Capital resources arising outside the long-term insurance

fund 11
Capital resources allocated towards long-term insurance

business arising outside the long-term insurance fund 12
Capital resources available to cover general insurance

business capital resources requirement (11-12) 13
Guarantee fund

Guarantee fund requirement 21
Excess (deficiency) of available capital resources to cover

guarantee fund requirement 22
Minimum capital requirement

Society GICR 31
Aggregate of members' minimum capital requirements 32
Overall minimum capital requirement (=capital resources

requirement) 33
Excess (deficiency) of available capital resources to cover

50% of MCR 34
Excess (deficiency) of available capital resources to cover

75% of MCR 35
Capital resources requirement

Capital resources requirement 41
Amount by which members' capital resources exceed capital

resource requirements 42
Amount by which members' capital resources are less than

capital resource requirements 43
Society's own capital resources available to meet members'

shortfalls on capital resource requirements 44
Other capital resources (particulars to be specified by way of

a supplementary note) 45
Amount by which Society's own capital resources and other capital

resources exceed (are less than) members' shortfalls on capital

resource requirements 46
Contingent liabilities

Quantifiable contingent liabilities in respect of other than long-term

insurance business as shown in a supplementary note to Form 15 51




[All of the instructions for the completion of Form 1 are new, and are therefore not shown underlin

Instructions for completion of Form 1

1 The guarantee fund requirement at line 21 should be completed in accordance with
LLD 19.3.4R and PRU 2.2.18R.

2 The Society GICR at line 31 should be calculated in line with LLD 19.2.13R.

3 The minimum capital requirement (MCR) at line 33 is the higher of lines 31 and 32.

4 The capital resources requirement at line 41 is equal to the MCR at line 33.

5 The surplus at line 42 is the aggregate of, for all members, the extent to which each
individual member’s capital resources are in excess of his own capital resources
requirement. Where the Society GICR (line 31) is greater than the aggregate of the
members’ MCR s (line 32), the capital resources requirement applicable to each member is
his apportioned share of the Society GICR.

6 The deficiency at line 43 is the aggregate of, for all members, the extent to which each
individual member’s capital resources are less than his own capital resources requirement.
Where the Society GICR (line 31) is greater than the aggregate of the members’ MCR s (line
32), the capital resources requirement applicable to each member is his apportioned share
of the Society GICR.



[All of Form 2 is new, and therefore new text is not shown underlined.]

Lloyd's return Form 2
Statement of solvency - long-term insurance business
The Society of Lloyd's
Financial year ended
day month year units
L2 |Global 31 12 20XX | £000 |
As at the As at the
end of this | end of the
financial previous
year financial
year
1 1

Capital resources

Capital resources arising within the long-term insurance fund 11
Capital resources allocated towards long-term insurance

business arising outside the long-term insurance fund 12
Capital resources available to cover long-term insurance

business capital resources requirement (11+12) 13
Guarantee fund

Guarantee fund requirement 21
Excess (deficiency) of available capital resources to cover

guarantee fund requirement 22
Minimum capital requirement

Aggregate of members' minimum capital requirements 31
Excess (deficiency) of available capital resources to cover

50% of aggregate of members' MCRs 35
Excess (deficiency) of available capital resources to cover

75% of aggregate of members' MCRs 36
Capital resources requirement

Capital resources requirement 41
Amount by which members' capital resources exceed capital

resource requirements 42
Amount by which members' capital resources are less than

capital resource requirements 43
Society's own capital resources available to meet members'

shortfalls on capital resource requirements 44
Other capital resources (particulars to be specified by way of

a supplementary note) 45
Amount by which Society's own capital resources and other capital

resources exceed (are less than) members' shortfalls on capital

resource requirements 46
Contingent liabilities

Quantifiable contingent liabilities in respect of long-term insurance

business as shown in a supplementary note to Form 14 51




[All of the instructions for the completion of Form 2 are new, and are therefore not shown underlined.]
Instructions for completion of Form 2

1 The guarantee fund requirement at line 21 should be completed in accordance with
LLD 19.3.4R and PRU 2.2.17R.

2 The capital resources requirement at line 41 is equal to the aggregate of the members’
MCR s at line 31.

3 The surplus at line 42 is the aggregate of, for allmembers, the extent to which each
individual member’s capital resources are in excess of his own capital resources
requirement.

4 The deficiency at line 43 is the aggregate of, for allmembers, the extent to which each
individual member’s capital resources are less than his own capital resources
requirement.



[All of Form 3 is new, and therefore new text is not shown underlined.]

Lloyd's return
Components of capital resources

The Society of Lloyd's

Form 3
(Sheet 1)
Financial year ended
day month year units
L3 |Global 31 12 20XX £000
General Long term |Total as at| Total as at
insurance | insurance |the end of|the end of
business at|business at this the
the end of | the end of | financial | previous
this this year financial
financial financial year
year year

Core tier one capital

Lloyd's members' contributions 11
Profit and loss account and other reserves 12
Positive valuation differences 13
Fund for future appropriations 14
Core tier one in related undertakings 15
Core tier one capital (sum of 11 to 16) 16
Tier one waivers

Implicit items 21
Tier one waivers in related undertakings 22
Total tier one waivers as restricted (21 + 22) 23
Other tier one

Innovative tier one capital as restricted 24
Innovative tier one capital in related undertakings 25
Total tier one capital before deductions (16 + 23 + 24 + 25) 31
Intangible assets 32
Amounts deducted from technical provisions for discounting 33
Other negative valuation differences 34
Deductions in related undertakings 35
Deductions in tier one (total 32 to 35) 36
Total tier one capital after deductions (31-36) 37




Lloyd's return Form 3
(Sheet 2)
Components of capital resources
The Society of Lloyd's
Financial year ended
day month year units
L3 |Global | 31 12 20XX £000
General Long term |Total as at| Total as at
insurance | insurance |the end of|the end of
business at|business at this the
the end of | the end of | financial | previous
this this year financial
financial financial year
year year

Tier two capital

Implicit items (tier two waivers and amounts excluded from

line 21) 41
Innovative tier one capital excluded from line 24 42
Tier two waivers and innovative tier one capital treated as tier

two (41 + 42) 43
Perpetual subordinated debt and securities 44
Upper tier two capital in related undertakings 45
Upper tier two capital (43 to 45) 46
Other tier two instruments 51
Lower tier two capital in related undertakings 52
Lower tier two capital (47 + 48) 53
Total tier two capital before restrictions (46 + 53) 61
Excess tier two capital 62
Further excess lower tier two capital 63
Total tier two capital after restrictions, before deductions

(61-62-63) 64




Lloyd's return

Form 3

(Sheet 3)
Components of capital resources
The Society of Lloyd's
Financial year ended
day month year units
L3 |Global 31 12 2005 £000
General Long term |Total as at|Total as at
insurance | insurance |the end of|the end of
business at|business at this the
the end of | the end of | financial | previous
this this year financial
financial financial year
year year

Total capital resources

Positive adjustments for non-insurance related undertakings 71
Total capital resources before deductions (37 + 64 + 71) 72
Inadmissible assets other than intangibles 73
Assets in excess of market risk and counterparty limits 74
Deductions for related ancillary services undertakings 75
Deductions for regulated non-insurance related undertakings 76
Total deductions of ineligible surplus 77
Total capital resources after deductions (72-73-74-75-76-

77) 78
Available capital resources for PRU tests

Available capital resources for guarantee fund requirement 81
Available capital resources for 50% MCR requirement 82
Available capital resources for 75% MCR requirement 83




[All of the instructions for the completion of Form 2 are new, and are therefore not shown underlined.]
Instructions for completion of Form 3

1 Entries must only appear at lines 21 and 22 if the FSA has granted a waiver permitting these amounts
to count as tier one capital (tier one waivers). These amounts are restricted by PRU 2.2.20R(1), so that
amounts in line 23 may not be greater than corresponding amounts in line 16.

2 Entries at line 24 must be restricted to comply with PRU 2.2.20R, so that the total of the amounts in lines
23, 24 and 25 is not greater than the amount in line 16.

3 For the purpose of completing line 32, refer to PRU 2.2.84R and PRU 2.2.85G.

4 The amounts in line 33 should be calculated in accordance with PRU 2.2.80R and PRU 2.2.81R.

5 The entry at line 44 for perpetual subordinated debt and securities must be the total, unrestricted
amounts that the firm can include in upper tier two capital in accordance with PRU 2.2.100G to
PRU2.2.106G.

6 The types of capital instrument that can be included as lower tier two capital are set out in
PRU2.2.107G to PRU2.2.111G.

7 The effect of the restrictions at PRU 2.2.23R applying to tier two capital are shown at lines 62 and 63.
Line 62 relates to tier two capital as a whole and equals the excess (if any) of line 61 over line 37. Line
63 relates to lower tier two capital and equals the excess (if any) of line 53 over the sum of line 62 and
Y line 37.

8 Line 71 must show positive adjustments for related undertakings that are regulated related
undertakings (other than insurance undertakings) required by PRU 2.2.90R.

9 Line 73 must show the deductions for assets that are not admissible assets required by PRU 2.2.86R.



Form 9

[Form 9 is deleted in its entirety, and is therefore not shown struck through.]



Instructions for completion of form 9

[The instructions for the completion of form 9 are deleted in their entirety, and are therefore
not shown struck through.]



Form 10

[Form 10 is deleted in its entirety, and is therefore not shown struck through.]



Instructions for the completion of form 10

[The instructions for the completion of form 10 are deleted in their entirety, and are
therefore not shown struck through.]



Lloyd's Return Form 13
Analysis of admissible assets Sheet 1
The Society of Lloyd's
Category of assets
Financial year ended Units Code
day month  year
JL13 [ Global | 31 | 12 ] 20XxX £000
Investments As at the end | As at the end
of this of the
financial year previous
financial year
Land and buildings 11
UK Insurance Shares 21
dependants Debt securities issued by, and loans to,
dependants 22
Other insurance Shares 23
dependants Debt securities issued by, and loans to,
dependants 24
Investments in . Non-insurance Shares 25
group undertakings d dant
and participating ependants Debt securities issued by, and loans to,
interests dependants 26
Shares 27
Debt securities issued by, and loans to,
Other group group undertakings 28
undertakings and
participating Interests  (picipating interests 29
Debt securities issued by, and loans to,
undertakings in which there is a
participating interest. 30
Total sheet 1 (11 to 30) 39
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Lloyd's Return
Analysis of admissible assets
The Society of Lloyd's

Category of assets

Financial year ended

Form 13

Sheet 2

Units Code

day month year
JL13 | Global | 31 | 12 [ 20xX £000
Investments As at the end | As at the end
Deposits with ceding undertakings of this of the
financial year previous
financial year
Equity shares
41
Other shares and other variable yield securities 2
Holdings in collective investment schemes 4
Rights under derivative contracts a4
Approved
. . securities 45
Fixed interest
Debt securities and Other
) ) 46
other fixed income
securities Approved
. . securities 47
Variable interest
Other
48
Other financial Participation in investment pools
investments 49
Loans secured by mortgages 50
Loans to public or local authorities and
nationalised industries or undertakings 51
Other loans !_oans secureq by policies of insurance
issued by the insurer 52
Other
53
o Withdrawal subject to a time restriction of
Deposits with approved |gne month or less
credit institutions and 54
approved financial ) ) . .
institutions Withdrawal subject to a time restriction of
more than one month
55
Other
56
Deposits with ceding undertakings
57
Provision for unearned premiums 60
Claims outstanding
Reinsurers' share of technical provisions 61
Provision for unexpired risks
62
Other
63
Total sheet 2 (41 to 63) 69
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Lloyd's Return Form 13
Analysis of admissible assets Sheet 3
The Society of Lloyd's
Category of assets
Financial year ended Units Code
day month  year
JL13 | Global | 31 [ 12 ] 20XX £000
Debtors As at the end | As at the end
Other assets of this of the
financial year previous
financial year
Debtors arising out of direct insurance Policyholders
operations 71
Intermediaries
72
Salvage and subrogation recoveries
73
Due from ceding insurers and
intermediaries under reinsurance
Debtors arising out of reinsurance business 74
operations - - —
Due from reinsurers and intermediaries
under reinsurance contracts ceded 75
Members Due in 12 months or less after the end of
the financial year 76
Due more than 12 months after the end o
Other deblors the financial year 77
Other Due in 12 months or less after the end of
the financial year 78
Due more than 12 months after the end o
the financial year 79
Tangible assets
80
Cash at bank and |Deposits not subject to time restriction on withdrawal, with
in hand approved credit institutions and approved financial institutions
and local authorities 81
Cash in hand
82
Other assets (particulars to be specified by way of supplementary note)
83
Accrued interest and rent
84
Prepayments and Deferred acquisition costs
accrued income 85
Other prepayments and accrued income 86
Deductions under LLD from the aggregate value of assets 87
Total sheet 3 (71 to 86 less 87)
88
Grand total of admissible assets (39 + 69 + 88) 89
Reconciliation to asset values in global accounts
Total admissible assets (as per line 89 above) o1
Total assets in excess of the admissibility limits 02
Other differences in the valuation of assets (other than for assets not valued above) 0
Assets of a type not valued above o5
Total 99
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Instructions for completion of form 13

1

3 Inlines 11 to 86:

@)

(b)

(©

for the purpose of classifying (but not valuing) assets, headings and
descriptions used above, wherever they also occur in the balance
sheet format in Schedule 9A to the Companies Act, (as if that
schedule applied to Lloyd's and as if the Corporation was a
company) must have the same meaning as in that schedule;

assets must be valued in accordance with the appropriate rules in

LLD and PRU LLD 13 {(Assetsvaluation-and-realisability-risk); and

assets of any particular description should be shown after deduction
of assets of that description which (for any reason) fall to be left out
of account under-Lb 13:4,-LLD 14.5-and-LLD 14-6 the appropriate
provisions in LLD and PRU.

4 Lines 92 to 95 provide a reconciliation of amounts valued in accordance
with LLD 916 to 4524 to the amounts that appear in published accounts.
5 The aggregate value of those investments which are:

(@)

(b)

(©
(d)

unlisted investments falling within any of lines 41, 42, 46 or 48 which
have been valued as an interest in a limited liability partnership in
accordance with PRU 1.3 LLB 1311, or

listed investments falling within any of lines 41, 42, 46 or 48 which
have been valued as an interest in a limited liability partnership in
accordance with PRU 1.3 LB 43:11 and which are not readily
realisable; or

units or other beneficial interests in collective investment schemes
falling-within LD 13-12.2R; or

reversionary interests or remainders in property other than land or
buildings,

must be stated by way of a supplementary note to this form, together with
a description of such investments.

6

8 In line 95 "Assets of a type not valued above" refers to assets left out of
account under LLD 43:4-2R19.3.7R

9..



Lloyd's Return Form 14
Long term insurance business liabilities
The Society of Lloyd's

Category of assets

Financial year ended Units Category of
day month year asset
JL14 | Global | 31 | 12 20XX £000
As at the end of [ As at the end Source
this financial | of the previous
year financial year c
IS
§ ol 2
=
2|58
Reinsurance-to-close foreClosing year of 11
account
Open years of account 12
Technical provisions (net amount) Run off years of account 13
Other 14
Total (11 to 14) 15
Gross amount
. . . 16
Claims outstanding which had fallen_due for Reinsurers' share
payment before the end of the financial
year notincluded in line 15 17
Net (16 - 17)
18
Provision for other |Taxation
risks and charges
21
Other
22
Deposits received from reinsurers
23
Direct business
31
Arising out of insurance| _ .
’ Reinsurance accepted
operations 32
Reinsurance ceded
33
. Secured
Creditors and other 34
o Debenture loans
liabilities
Unsecured
35
Amounts owed to credit institutions 36
Taxation
. 37
Other creditors
Other
38
Accruals and deferred income 39
Total other insurance and non-insurance liabilities (18 to 39) 49
Total liabilities (15 + 49) 59
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Lloyd's Return Form 15
Liabilities (other than long term insurance business)
The Society of Lloyd's
Financial year ended Units Category of
day month year liability
JL15 | Global [ 31 | 12 20XX £000
As at the end | As at the end Source
of this of the previous
financial year [ financial year c
1S
§ ol 3
<
el 5|8
Provision for unearned premiums for_
closing year of account 11
Provision for unearned premiums for open
years of account 12
Provision for unearned premiums for run
off years of account 13
Claims outstanding-&-unexpired-risks for
closing year of account 1114
Claims outstanding-&-unexpired-risks for
open years of account 1215
Claims outstanding-&-unexpired-risks for
Technical provisions (gross amount) run off years of account 1316
Provision for unexpired risks for closing
year of account 17
Provision for unexpired risks for open
years of account 18
Provision for unexpired risks for run off
years of account 19
Credit equalisation provisions
1520
Other (particulars to be specified by way of
supplementary note) 1621
Total (11 to 2621
( 2l) 1922
Taxation
Provisions for other risks and charges 2123
Other
2224
Deposits received from reinsurers
31
Direct business
41
Arising out of insurance .
. Reinsurance accepted
operations 42
Reinsurance ceded
43
Creditors
Amounts owed to credit institutions 45
Taxation
47
Other creditors
Other
49
Accruals and deferred income 51
Total liabilities (19 to 51) 69
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Instructions for the completion of form 15

1 Line 2314 Column 1 corresponds to the sum of 25.11 + 25.13 + 25.15+25.30 for the
closing year.

2 Line 2215 Column 1 corresponds to the sum of 25.11 + 25.13 + 25.15+25.30-for
naturally open years.

3 Line 1316 Column 1 corresponds to the sum of 25.11 + 25.13 + 25.15+25.30 for run-
off years.

4 ...

6 No entries arise in lines 11 to 4319, 1621 to 1922 or 31 to 43 for the central liabilities of
the Society .

7 Aggregate members' liabilities include aggregate net surpluses in open syndicate
years (for those members with surpluses) to be shown at line 4621 and credit
equalisation provisions at line 2520. Nothing arises in lines 11 to 2319 or 31 to 46.

8 Amounts in lines 11 to 4319 and 4621 must be stated gross of reinsurers' share.

9 The amounts at lines 11, 14 and 17 should include the amount relating to future years
of account shown in a footnote as required by instruction 3 to form 20 and exclude any
amounts included in lines 12, 15 and 18.

10 The amounts at lines 12, 15 and 18 should include amounts relating to syndicate
years reinsured into the latest two years of account before the year end, but must
exclude any reinsurance to close as at the end of the year since these amounts are
included in lines 11, 14 and 17.




Lloyd's Return
Profit and loss account
The Society of Lloyd's

[Summary / run off years / other years]

Form 16

Financial year ended Units Year of
day month year account
IL16 | Global | 31 2005 £000
As at the end | As at the end Source
of this of the
financial year previous c
financial year | | E
o| £ ©
Ll 0] O
Transfer (to)/from the general insurance business technical account from Form 20 line
20. 59
59 11 See Instruction 2
Transfer to (from) credit equalisation provision )
See Instruction
12 3
Transfer from the long term insurance business revenue account 40. 26
13
Income
14
) Value re-adjustments on investments
Investment income
15
Gains on the realisation of investments
16
Investment management charges,
including interest 17
Value re-adjustments on investments
Investment charges
18
Loss on the realisation of investments
19
Other income and charges (particulars to be specified by way of a supplementary note)
21
Result on ordinary activities (11 -12 + 13 +14 + 15 + 16 - 17 -18 - 19 +21)
39
Extraordinary profit or loss (particulars to be specified by way of a supplementary note)
41
PersonalexpensesOther charges (particulars to be specified by way of a supplementary
note) 42
Sub-total (39 + 41 - 42)
49
Corporation (particulars to be specified by
way of a supplementary note
Other surpluses and deficiencies Y Pp - Y ) — 50
Central Fund (particulars to be specified
by way of a supplementary note) 51
Result for the financial year (49 + 50 + 51) 59

P:\Canary\Legal Instruments\December 05\Lloyd's Inst Annec C 2005 FINAL




[Addition of new column to following table.]

Lloyd's Return Form 20
Underwriting: Summary of underwriting movements

The Society of Lloyd's

Financial year ended Units
day month year
IL20 Global 31 12 20XX £000
Run-off year YY First YY Latest YY Total
of account
PART 1
Accounting class:
Movement in financial year (see Instruction 2)
Accident and health 11
Motor 12
Aviation 13
Marine 14
Transport 15
Property damage 16
Third party liability 17
Miscellaneous and pecuniary loss 18
Non-proportional treaty reinsurance 19
Proportional treaty reinsurance 20
Marine, aviation and transport reinsurance 21
General insurance business (Lines 11 to 21) 59
Long term insurance business (Form 40 line 26) 60
Total business (lines 59 + 60) 61

PART 2
Reconciliation of movement in financial year with declared result forfinancial year
This financial year (Form 16 line 49) 80
81
32
Add-run-off years-of account (80-1-+86-1)
33
Sub-total(80-t6-83)
34
Other surpluses and deficiencies (form 16, lines 50+51) g5
OtheraAdjustments (particulars to be specified by way of a
supplementary note) 86
Declared result ( 80 +-84teo+ 85 + 86 ) 99
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Lloyd's Return

General insurance business (underwriting year accounting): Analysis of technical provisions

The Society of Lloyd's

[Summary / run off years / naturally open years]

Form 25

Accounting class Financial year ended Accounting
day month year Units class
L25 Global 31 12 20XX £000
Underwriting year ended Prior underwriting Total all
years previous
MM YY MM YY MM YY MM YY MM YY MM YY MM YY MM YY MM YY MM YY columns
29 29 99 99
Reported claims Gross amount 11
outstanding
Reinsurers' share 12
U ired-risks-an
e Gross amount 13
€ Claims incurred
but not reported
Reinsurers' share 14
Claims management costs 15
Sub-tetalClaims outstanding (11-12 +13-14 +15) 20
Provision for unearned premiums ”n
Provision for unexpired risks
23
Deferred acquisition costs
24
Other technical provisions (particulars to be specified by way
of supplementary note) 30
Total (20 + 21 + 23 - 24 + 30) 3
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Lloyd's Return Form 29
General insurance business (underwriting year accounting): Analysis of technical provisions by category for treaty reinsurance
The Society of Lloyd's

[Summary / run off years / naturally open years]

Accounting class Financial year ended Business Accounting
Category day month year Units category class Currency
L29 Global 31 12 20XX
Underwriting year ended Prior underwriting Total all
years previous
MM YY MM YY MM YY MM YY MM YY MM YY MM YY MM YY MM YY MM YY columns
29 29 99 99
Reported claims Gross amount 11
outstanding
Reinsurers' share 12
Claims incurred but|Gross amount 13
not reported
Reinsurers' share 14
Claims management costs
15
Claims outstandingSub-tetal (11 - 12 + 13- 14 +15) 20
Provision for unearned premiums ”n
Provision for unexpired risks
23
Deferred acquisition costs
24

Other technical provisions (particulars to be specified by way
of supplementary note) 30

Total (20 +21 + 22 + 23 - 24 + 30)

31
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Lloyd's Return

Form 34

General insurance business (underwriting year accounting): Analysis of gross claims and premiums by risk group for direct insurance and facultative reinsurance

The Society of Lloyd's

Risk group
Financial year ended Monetary Accounting
day month year Units Country class
JL34 Global | 31 12 [ 20xx
Underwriting year Gross claims paid Unexpired-risks -and-gGross | Unexpiredrisks-and-gGross | Balance on Gross Claims ratio %
claims outstanding carried | claims outstanding brought each premiums
forward forward underwriting written
year
Month Year In previous In this Reported Unexpired- Reported Unexpired- (2+3+4-5:6)
financial financial year fisks -and- fisks -and-
years ilncurred but ilncurred but
not reported not reported
1 2 3 4 5 6 7 8 9
11
12
13
14
15
16
17
18
19
20
Prior underwriting years ”n
Total (11to 21)
29

Line 29 expressed in sterling

30







Lloyd's Return

Form 35

General insurance business (underwriting year accounting): Reconciliation of gross claims and premiums for direct insurance and facultative reinsurance

The Society of Lloyd's

Financial year ended Units
day month year
L35 | Global 31 | 12 20XX £'000
Accounting class Gross claims Unexpired-risks- and-gGross Unexpired-risks -anrd-gGross | Balance for this | Gross written
paid in this claims outstanding carried claims outstanding brought financial year premiums
financial year forward forward (142+3-4-5)
Reported Unexpired-risks{ Reported Unexpired-risks-
andHlncurred and-lncurred
but not reported but not reported
1 2 3 4 5 6 7
Accident and health
11
Motor
12
Aviation
13
Marine
14
Transport
15
Propert
perty 16
Third party liabilit
party y 17

Miscellaneous and pecuniary loss

18




Lloyd's Return
Long term insurance business: Revenue account
The Society of Lloyd's

Summary / year of account

Form 40

Financial year ended Units No. of fund/ No. of part of
day month year summary fund
JL40 | Global | 31 | 12 | 20xX £000
Source
Items to be shown net of reinsurance ceded o ) .
This financial | The previous
year financial year E
§ ol 3
c
2|5 S
Earned pPremiums
11 See Instruction 1
Investment income before deduction of tax
12 See Instruction 2
Increase (decrease) in the value of non-linked assets brought into account
13 See Instruction 2
Other income
15 See Instruction 3
Total income (11to 15)
19
Claims incurred See Instructions
21 184
Expenses payable See Instructions
22 184
Interest payable before deduction of tax -
Taxation
24
Other expenditure including personal expenses
25 See Instruction 3
Transfers to (from) members
26 See Instruction 5
Total expenditure (21 to 26 )
29
Increase (decrease) in fund in financial year ( 19 - 29 ) 39
Fund brought forward
49
Fund carried forward (39 +49) 59
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[The previous form 60 is deleted in its entirety and replaced by the version below. Text is not shown struck through or underlined.]

Lloyd's Return
Long term insurance capital requirement

The Society of Lloyd's

Form 60
Financial year ended
day month year Units
L60 Global 31 | 12 |20xX £000

Long term insurance capital requirement

e [t e | s | e enanci | e oo
year year
1 2 3 4 5 6
Insurance death risk capital component
Classes |, Il and IX 11 0.1%
Classes |, Il and IX 12 0.15%
Classes |, Il and IX 13 0.3%
Classes I, VIl and VIII 14 0.3%
Total 15
Insurance health risk capital component
Class IV and supplementary classes 1 and 2 21
Insurance expense risk capital component
Classes |, Il and IX 31 1%
Classes I, VIl and VIII (investment risk) 32 1%
Classes IlI, VIl and VIII (expenses fixed 5 yrs+) 33 1%
Classes llI, VIl and VIII (other) 34 25%
Class IV 35 1%
Class V 36 1%
Class VI 37 1%
Total 38
Insurance market risk capital component
Classes |, Il and IX 41 3%
Classes llI, VIl and VIII (investment risk) 42 3%
Classes IlI, VIl and VIII (expenses fixed 5 yrs+) 43 0%
Classes IlI, VIl and VIII (other) 44 0%
Class IV 45 3%
Class V 46 0%
Class VI 47 3%
Total 48

51
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[All of the instructions here are new, and are therefore not shown underlined.]
Instructions for the completion of form 60

1 The insurance death risk capital component in lines 11-14 column 5 is based on capital
at risk for those contracts where it is not negative. Capital at risk is the benefit payable
as a result of death less the mathematical reserves after distribution of surplus.
Business in classes |, Il and IX must be split between lines 11, 12 and 13 in accordance
with PRU 7.2.82R. Line 11 is for temporary insurance on death where the original term
of the contract is 3 years or less or for a pure reinsurer. Line 12 is for temporary
insurance where the original term is 5 years or less but more than 3 years. Line 13 is for
other class |, Il or IX business. For a pure reinsurer the factor of 0.3% in column 1 of
line 14 should be replaced by 0.1%.

2 Inlines 11-14 columns 2 and 3 are the gross and net capital at risk in accordance with
PRU 7.2.83R. For lines 11-13 the reinsurance factor is calculated in aggregate, so
column 4 is the sum of lines 11-13 column 3 divided by the sum of lines 11-13 column
2, subject to a minimum of 0.5 in accordance with PRU 7.2.81R. For line 14 column 4 is
column 3 divided by column 2, subject to a minimum of 0.5 in accordance with PRU
7.2.81R. Column 5 is column 1 x column 2 x column 4

3 For the purpose of calculating the insurance expense risk capital component and the
insurance market risk capital component linked contracts should be allocated to:

¢ lines 32 and 42 where the firm bears an investment risk,

» lines 33 and 43 where the firm does not bear an investment risk but where the
allocation to cover management expenses is fixed for a period exceeding 5 years
from the commencement of the contract, and

e lines 34 and 44, otherwise.

4 The insurance expense risk capital component for linked contracts where the firm
bears no investment risk and the allocation to cover management expenses does not
have a fixed upper limit for a period exceeding 5 years from the commencement of the
contract in line 34 is 25% of net administrative expenses in accordance with PRU

7.2.88R(1).
5 The insurance expense risk capital component for class V in line 36 column 5 is 1% of

the assets of the tontine in accordance with PRU 7.2.88R(2).

6 The insurance expense risk capital component for other business in lines 31, 32, 33, 35
and 37 column 5 is 1% of adjusted mathematical reserves after distribution of surplus in
accordance with PRU 7.2.88R(3). Column 4 is column 3 divided by column 2, subject to
a minimum of 85% (50% for a pure reinsurer) in accordance with PRU 7.2.90R. Column
5is column 1 x column 2 x column 4.

7 The insurance market risk capital component in lines 43 and 44 column 5 for class I,
VIl and VIII contracts where the firm does not bear any investment risk and in line 45 for
class V contracts is nil in accordance with PRU 7.2.89R.

8 The insurance market risk capital component in line 41, 42, 45 and 47 column 5 is 3%
of adjusted mathematical reserves after distribution of surplus in accordance with PRU
7.2.89R. Column 4 is column 3 divided by column 2 subject to a minimum of 85% (50%
for a pure reinsurer) in accordance with PRU 7.2.90R. Column 5 is column 1 x column
2 x column 4.

9 The long term insurance capital requirement in line 51 column 5 is the sum of column 5
in lines 15, 21, 38 and 48.

10 For financial years starting before 1 January 2005 lines 11 to 48 of column 6 must be
blank.
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Amendments to Supervision Manual

SUP Schedule 2 — Notification requirements

G
1
2 Table
Handbook Matter to be Contents of Trigger event Time allowed
reference notified notification
SUP 4.5.11G
SUP 4.6.1R Vacancy in the Fact of the The Society of Without delay
office of Lloyd's | vacancy and the | Lloyd's becomes
actuary will reason for the aware that a
arise or has vacancy vacancy will
arisen arise or has
arisen
SUP 4.6.17R Syndicate Fact that the The managing Notification to
actuary of a syndicate agent becomes be made
general actuary will or aware that the promptly
insurance may be unable to | syndicate
business produce an actuary will or
syndicate will or | unqualified may be unable
may be unable opinion (to be to produce an
to produce an notified by the unqualified
unqualified managing agent | opinion
opinion under to the FSA)
SUP 4.6.16R
SUP 5.4.12G

SUP Schedule 4 — Powers exercised

G
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2

3

Table

The following powers and related provisions in or under the Act have been exercised by the
FSA in SUP to direct or require:

(1)

(2)

(©)

(4)

Q)

(6)

Section-318(Exercise-ofpowers-through-Ceuncih-Section 317 (Direction by
Authority)

)
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