

[image: ]        			LMA: Computable Contracting - CBAA Design for Module 6		                     2



[image: A logo with text on it

Description automatically generated]							[image: A red letters on a white background

Description automatically generated]	













M6 Remuneration 
Example 2 Complex





Embedded variables - are indicated in red non-bold

Referenced Objects - are indicated in blue bold

Defined Terms - are black non-bold with all words that are part of the term capitalised

Clause Variations - If a clause has been selected from a number of variations, the clause number will be highlighted for example 8.1  

Optional and Conditional Clauses – Optional and Conditional Clauses that are included are shown in darkest grey






Module 6 - Remuneration

Module 6 Synopsis
This Module concerns all types of Remuneration due under this Agreement. All forms of Remuneration must not breach any applicable law or regulation.	Comment by Diane Gillett: Definition

Remuneration means any commission, profit commission, brokerage, fee, charge, reimbursement or other financial compensation arising from or relating to policies written under this Agreement and / or the operation of this Agreement.

Coverholder Commission	Comment by Diane Gillett: Definition

Coverholder Commission means remuneration payable to the Coverholder for performing its duties under this Agreement  whether expressed as a percentage of premium or a fixed monetary amount, or any combination thereof.	Comment by Diane Gillett: Consultation

Average needs to be compulsory for UK business re FCA requirements.

Include Average commission.	Comment by Diane Gillett: Checked with John L - he does not think this is an FCA requirement.

Requested further info from Consultation questioner and added to Outstanding Query spreadsheet.
6.1	The Coverholder’s Commission for performing its duties under this Agreement will be: 

6.1.1	Less than or equal to, but not exceeding, 18% of each gross written premium. 	Comment by Carla Wise: Definition

Gross Written Premium (GWP) means the total premium payable by or on behalf of policyholders in respect of policies bound under this Agreement, before deduction of any Coverholder Commission, Producing Intermediary Commission, Brokerage, Fees, Charges, Expenses, taxes, levies or other amounts.

NB
To be further reviewed and, if agreed to define, will need to be capitalised throughout CBAA.

Added to Outstanding Query spreadsheet

6.1.3	To be recorded and reported in accordance with Module 10 – Reporting.

6.1.4 To be paid to the Coverholder in accordance with the provisions contained within Module 11– Management of Monies.

6.1.5 And a single fixed amount of GBP 30,000.

6.1.5.1	This single fixed amount must be paid to the Coverholder in 2 equal instalments with the first instalment payable within 30 days of inception of this Agreement and the second instalment payable within 30 days of the end of June 2027.

Producing Intermediary Commission	Comment by Diane Gillett: Definition

Producing Intermediary Commission means remuneration payable to a Producing Intermediary  in relation to policies bound under this Agreement for services performed in connection with the introduction, distribution, servicing or renewal of such policies, whether expressed as a percentage of premium,  a fixed monetary amount, or any combination thereof, regardless of whether such remuneration is funded from the Coverholder Commission, payable separately by the Coverholder, or payable by another party.
6.2	In addition to the Coverholder’s Commission stated in Coverholder Commission, the Insurers allow a Producing Intermediary Commission to be passed onto / paid to / retained by Producing Intermediaries as follows:

6.2.1	Baron & Martin Insurance Brokers.

6.2.1.1	A maximum of 5% of each gross written premium.

6.2.2	Home Insurance Specialists.

6.2.2.1	2% of each gross written premium.

6.2.2.2	A fixed amount that must be equal to GBP 20 for each policy bound.

6.2.1	To be recorded and reported in accordance with Module 10 – Reporting.

6.2.2	To be paid to the Producing Intermediary in accordance with the provisions contained within Module 11 – Management of Monies.

Profit Commission	Comment by Diane Gillett: Definition

Profit Commission means any contingent commission, profit share or similar remuneration payable in respect of policies written under this Agreement, the amount of which is calculated by reference to such factors agreed by the parties, including underwriting profitability, premium income, claims experience, expenses or other performance metrics.
6.3	Profit Commission must be calculated and paid in accordance with the Profit Commission Annex.

Fees Charged to the Policyholder
6.4	The Coverholder is authorised to charge policyholders Fees in addition to the premium to be paid by the policyholder, only in accordance with the information contained in the Authorised Fees Charged to the Policyholder Table.	Comment by Carla Wise: See table at end of this example.

6.4.1	Fees charged to the policyholder must:

6.4.1.1		Always be in accordance with any applicable law or regulation.

6.4.1.2	Be proportionate, clear, transparent and fully disclosed to the policyholder before the policyholder becomes liable to pay the Fee and shown separately on documentation provided to the policyholder, as per requirements in Module 7 – Information Requirements for and Evidence of Policies Bound.

6.4.1.3	Be disclosed to Insurers as per the reporting requirements specified in Module 10 – Reporting.

Expenses and Charges	Comment by Diane Gillett: Definition

Expenses and Charges means any costs, expenses, charges, fees, disbursements or similar amounts incurred by the Coverholder in performing its duties under this Agreement, including amounts paid to third parties, but excluding Fees charged to Policyholders.

Examples - operational costs, surveys, inspections, sanctions screening, outsourcing costs, reporting costs, technology charges.
6.5	The Coverholder must bear all Expenses and Charges incurred in performing its duties under this Agreement, unless this Agreement expressly provides otherwise.

Brokerage
6.7	In addition to any Commissions stated in Coverholder Commission and / or Producing Intermediary Commission, the Insurers agree that ABC Insurance Brokers Brokerage will be a single fixed amount of GBP 10,000 for activities performed in connection with this Agreement, including those activities allocated to ABC Insurance Brokers in Module 4 - Operational Responsibilities. 	Comment by Carla Wise: Definition

Brokerage means remuneration payable to a Broker in consideration of services performed in connection with the placement, administration and operation of this Agreement, whether expressed as a percentage of premium or a fixed monetary amount, or any combination thereof.

Brokerage may include remuneration payable in respect of facility management, placement, administration or other services performed in connection with this Agreement.

6.7.1	This single fixed amount will be paid to ABC Insurance Brokers within 20 business days of the Agreement taking effect, please refer to Module 2 – Agreement Status.

6.7.2	ABC Insurance Brokers is NOT authorised to take any Brokerage as a deduction from premiums.

Leader Fees	Comment by Diane Gillett: Definition - draft

Leader Fee means any fee payable to the Lead Insurer for services, responsibilities and activities performed by it in its capacity as Lead Insurer under this Agreement, including oversight, coordination and governance functions undertaken on behalf of the Participating Insurers.
6.8	The Lead Insurer is entitled to a Leader Fee for the services and responsibilities it performs in relation to this Agreement.

6.8.1	The Leader Fee is calculated as 1.5% of the Gross Written Premium.

6.8.1.1	Any return premium, cancellation, adjustment or correction affecting the Gross Written Premium upon which the Leader Fee is calculated will result in a corresponding adjustment to the Leader Fee.

6.82.1	The Leader Fee is payable by the Participating Insurers in proportion to their respective participations in this Agreement.

6.82.1.1	The Participating Insurers authorise the deduction and settlement of the Leader Fee in accordance with the settlement provisions of this Agreement, detailed in Module 11 – Management of Monies. Each Participating Insurer shall bear its proportionate share of the Leader Fee based upon its participation under this Agreement.




Authorised Fees Charged to the Policyholder Table
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Segment Fee Type

Basis of 

Calculation 1

Basis of 

Calculation 2

Fee Amount or 

Percentage Additional Instructions

1, 2, 3

One-Off Fee for Payment by 

Instalment Fixed Amount Equal to GBP 20

The Coverholder is authorised to charge 

any policyholder wishing to pay by 

instalment a fixed fee of GBP 20. 

3Administration Fee Percentage Equal to 3%

The Coverholder is authorised to charge 

any policyholder an Administration Fee 

up to a value of 3% of the GWP of the 

policy.


