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AIG PROGRAMS

99 High Street

25th Floor

Boston, MA 02110



Date: 06/04/2014
Title: Updated Qwik Notes for General Liability
Embedded below and attached is a copy of our updated Qwik Notes for General Liability. It will soon be available on the AIG Program Administrators website under the Compliance tab, in the PA Compliance/Regulatory Manuals section.  If you have not already done so, go to the site today to register and gain access at http://aigprograms.net.  The prior QWIK NOTES (Casualty QwikNotes) is being replaced in its entirety.  The current version (Edition 6/01/14) has been substantially reduced in volume, and is structured to provide easy access to the more important subjects for this product line. Please read the document thoroughly.
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Key changes to the document are:
· Included in this version are standards related to policy writing topics such as named insured, additional insured, and display of products/completed operations aggregate limits on the declaration page.

· The new Underwriting Guidelines, which are currently being issued for many programs, refer to the GL QWIK NOTES for “Refer to Company” rules. These rules are now included in the GL QWIK NOTES.


All questions and comments are to be directed to your Program Manager.
The information and other material contained herein is proprietary to AIG Programs and intended for internal use only.  Unauthorized disclosure, dissemination, copying or other use of this information and material without the express written permission of AIG Programs is strictly prohibited.  


Division Control Number:  AIG PROGRAMS (2014 #23)











Page 1 of 1

_1463319954.doc


AIG PROGRAMS


DIVISION 66


QWIKNOTES FOR GENERAL LIABILITY

6/1/14


A quick reference guide to essential general liability requirements and standards for Program Administrators
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INTRODUCTION

This document contains information that is generic to all programs. It provides common underwriting requirements, policy writing information, and special risk guidance.  The information outlined in this document is superseded by the specific Underwriting Guidelines for each program.   

UNDERWRITING-ESSENTIAL EVALUATION                                                

REQUIRED RISK INFORMATION                                                                                                   

Completed ACORD applications, including Applicant and General Liability sections, are required for each account, and must be received and evaluated prior to quoting. Program specific applications can be used in addition (or as an alternative) to the ACORD applications subject to approval by AIG. In addition, all services and operations should also be evaluated by accessing the applicant’s website. Loss experience should always be evaluated. In addition inspections and surveys should be used as determined for the specific program.


If there are multiple named insureds, obtain and review the description of operation for each named insured, as well as their relationship with the other named insureds.

The program administrator must collect enough information to understand each risk and be able to assess policy pricing relative to the exposures presented. 

RISK CLASSIFICATION 

We use ISO class codes and rating algorithms for all GL business unless otherwise indicated in the specific program Underwriting Guidelines.  Refer to the ISO class tables in the applicable ISO State Insurance Manual.  Proper classification is a critical step in determining the rate for each exposure presented by the applicant. The majority of risks will fall into basic classes. However, there are risks that perform operations that are not easily classified. In this case the underwriter should refer to the program manager to establish the correct classification.

Sources that can be used for proper classifications include:


· ISO Commercial Lines Manual


· D&B Classes


· SIC Codes


· NAICS Codes


· Workers Compensation Scopes Manual


· Best’s Underwriting Guide


· Loss Control


· WC Classes


LIABILITY EXPOSURES AND CONTROLS                                                                                

Liability exposures can be classified into two categories:

· Those which are inherent to almost all risks in a given class


· Those which are peculiar to the individual risk under consideration

Those exposures (and the appropriate controls) that are inherent to most accounts within a program should be fully vetted and treated within the specific program guidelines. 


Those liability exposures that are peculiar to a given risk may arise from operations which are different than those originally contemplated for the program. Given that the exposure falls outside of what was considered for the program, the underwriter needs to evaluate the risk, and the degree of control that exists for the exposure. Refer such exposures to the program manger if the program guidelines require a referral, or if they are otherwise silent on the subject.

MANAGEMENT                                                                                     

One of the most important elements for an underwriter to consider is that of the quality of management. The actions of management affect every part of the operation.

Experience as an employee does not necessarily equate with management experience. The problems, and required skill set, of management are different than those of an employee.  


Similarly, management in one type of business does not necessarily qualify a person to manage another kind of business.  Management experience in the same industry is what counts and, preferably, in the same company. Firms that have evidenced stable and profitable operations in the same line of business over several years are, other things being equal, better risks.

The type of employee is frequently a reflection of the kind of management being practiced, although other factors such as location and type of work affect the labor force of an organization. Transient or casual labor, low education levels, extremes of young and/or old employees, and part time or seasonal workers all may represent an increase in hazard compared to a more typical stable workforce.


Management practices are important. The use of employment applications, reference checks and pre-placement physicals for certain types of work are positive signs. The absence of these and similar practices may result in a marginal group of employees.


Adequate training is necessary. The lack of training is directly related to loss experience. It affects such things as the safe operation of machines by employees, the exercise of care in the product quality control programs, safe driving habits and other actions that have an impact on safety. Proper supervision, or the lack of it, will also have a definite impact on loss experience.


Is there an active Safety Committee or an operating Safety Program? Is management receptive to reasonable recommendations to reduce the probability of loss? Is there an extreme emphasis on production at all costs? It is the way management has demonstrated its attitude in the past on these matters that is the true indication of its real attitude toward safety and loss control.

LOSS HISTORY                                                                                                     

AIG requires a minimum of three years currently valued (within 180 days of the proposed effective date) hard copy loss history provided by the insurance carrier on new business.


You must analyze loss information prior to quoting any account in accordance with the eligibility requirements set forth in the program Underwriting Guidelines, and then document the analysis in the underwriting file. Loss runs must be from an insurer or an approved third party administrator. Currently valued loss history must similarly be evaluated on renewal.

The underwriter should be looking for patterns in the causes of loss, dates of loss, location, operations, drivers, as well as noting the severity of losses. Reserves should never be disregarded or explained away as ‘shock losses’. The claims reserving of almost all companies is based upon accepted methods.

That ‘frequency breeds severity’ is an axiom that is generally accepted as being true. If the loss experience reflects frequency, you can be sure that severity will strike even though the loss ratio may be acceptable in the prior years. Frequency may well indicate uncontrolled hazards, indifferent attitude toward safety, inherently dangerous operations and poor quality control.

Relate the loss experience to the type of risk. Some operations have characteristics of severity or catastrophe. A lack of frequency in a risk with an inherent catastrophe exposure does not in itself indicate an acceptable risk. In fact, we will often be unwilling to insure risks with a catastrophe exposure even when the past loss experience has been good. Our concern is with the loss potential of a risk.


On occasion, we may see a risk with poor loss ratio for a year or two that is an acceptable risk. The key is to find the reason for the poor loss ratio and then determine if the cause has been removed so that there is a low probability of a reoccurrence. 


For larger accounts, i.e., those with annual general liability premiums in excess of $500,000, our practice is to assess the risk in more detail. The best practice is to separate claims into coverage groups; i.e., premises, operations, products, completed operations, contractual, personal injury. Include indemnity payments, reserves and ALAE. We will then develop and trend all losses with factors that take into account all claims, including Medical Payments. If any claims are excluded or removed when projecting/developing a claims history, reliability will be compromised. You should refer to the program manager for the analysis referenced here.

COVERAGE, RATING AND POLICY WRITING STANDARDS


NAMED INSURED

Identifying the insured is an important step in underwriting the general liability insurance.  When there is more than one named insured it is critical to know exactly what each entity does, how each is relates to the others listed, and why they are being insured on the same policy. If there is not common ownership they should not be insured on the same policy.   


An individual name cannot be listed as named insured on commercial general liability policies unless it is the legal entity. If this is the case there should be no other entities listed as well.


Section II, WHO IS AN INSURED, of the general liability policy includes coverage for some newly acquired (or formed) organizations, without the requirement that they be listed on the declarations page. If there is concern about this exposure the underwriter should add Exclusion – New Entities CG2136.  


ADDITIONAL INSURED

Do not add an additional insured as a named insured. 


As stated under rule 16 of the ISO General Liability Manual, some additional insured endorsements can be added for no additional premium while others require a premium charge. When a premium charge is required the program Underwriting Guidelines will contain the appropriate charge for all additional insured endorsements used in the program which ISO designates as “refer to company”. That charge should be used consistently across all accounts in the program. 


DECLARATIONS PAGE

General Comments

For policy administration systems other than Cover-All, the Declarations must contain the most current ISO format and terminology. Other declarations page formats and content may be used subject to company approval. 


Given several recent state court decisions it is imperative that the limits section of the Declarations be completed correctly. In general, if there is no coverage for a specific coverage line listed in the LIMITS OF INSURANCE section of the Declarations page, the Limits of Insurance field should state “Excluded”.

Products/Completed Operations Aggregate Limit 

There are four conditions that require clarification:

Condition 1: Products/Completed Operations Excluded

The entry in the Limit of Insurance field should (as stated above) state “Excluded”. The Cover-All system automatically inserts this language in this situation based on the user selection on the Policy Limits and Factors screen.  


Condition 2: Products/Completed Operations is covered but the premium is included within the premises operations class code.

The entry in the Limit of Insurance field should state “Included” or “Included Subject to the General Aggregate Limit” The Cover-All system automatically inserts “Included” based on the user selection on the Policy Limits and Factors screen.  


Condition 3: Products/Completed Operations is covered but there are two (or more) class codes, one in which the products and completed operations premium is automatically included in the premises operations class code, and one in which there is a specific products and completed class code with separate premium. In this case the entry in the Limit of Insurance field should reflect the actual aggregate limit selected for the Products-Completed Operations Aggregate for the policy.

Condition 4: Products liability is excluded for one type of product, e.g., Exclusion Designated Products endorsement is added to the policy, but coverage remains for the balance of the insured’s other products.

Continue to show a Products/Completed Operations Aggregate Limit on the Declarations page as would be the case if there was no products exclusion on the policy.    


MANDATORY NOTICES AND ENDORSEMENTS


Refer to the program Underwriting Guidelines for mandatory notices and endorsements.

Special Note:


Indiana: On policies in which Indiana is the headquarter state, or if there is a known operation/exposure in the State of Indiana:


Anytime there is a known Indiana exposure, defined as either the insured’s Headquarter state or where the insured has any known premises/operations exposure in Indiana, you must attach the Indiana Amendatory Endorsement 115924 (10/13) to the Commercial General Liability policy as follows:. 


· If the Headquarter state is Indiana, this endorsement must be attached.


· When the Headquarter state is not Indiana, but there is known premises/operations liability exposure in Indiana, you must:


i. For admitted business, complete and attach the Policyholder Notice 84337 (04/04) listing form 115924 (10/13) Indiana Amendatory Endorsement on the schedule within the notice (NOTE – for non-admitted business, this Policyholder Notice is not required); and 


ii. Attach the Indiana Amendatory Endorsement 115924 (10/13).

· Any time we are first attaching the Indiana Amendatory Endorsement to a renewal, a conditional renewal notice may be required, subject to applicable state requirements. For the purposes of this notice the following language should be incorporated:  “We are amending your policy by adding Endorsement # 115924 (10/13), Indiana Amendatory Endorsement. This endorsement restricts the insurance you are provided by excluding coverage for all pollution exposures in the State of Indiana and/or for which Indiana law applies.”


When there is no Indiana liability exposure, there is no need to attach the Indiana Amendatory Endorsement.  


ISO REFER TO COMPANY RULES

AIG is an ISO company so we use forms and rates for general liability along with some proprietary forms and rating rules.  ISO has Refer to Company rules for some forms and/or rates. Unless stated otherwise in the specific program Underwriting Guidelines, the rules in this document apply.  


		ISO RULE 

		DESCRIPTION

		AIG PROGRAMS RULE



		8 A.1 & 8.B.1

		Policy writing Minimum Premium

		$200



		9.B.1

		Additional Premiums (APs) at or below this amount are can be waived

		All additional premiums are charged-no waiver of premium.



		10.B.1

		Return Premiums (RPs) at or below this amount are waived.

		All premiums are returned subject to the $200 policy writing minimum premium.



		15.D.3 

15.D.5 

15.D.7.c

		Deductible factors for claims made policies 


Indicates that deductible factors, for those deductibles that are in excess of $5,000, are a referral to the Company 


Provides interpolation procedures for deductible factors not shown.

		15.D.3 Use the occurrence factor tables for claims made deductibles                                  

15.D.5 The deductible discount factors in the table in Paragraph E are to be used without Referral to Company-do not use deductibles above $5,000.       

15.D.7.c.  The ISO factors shown in the tables are the only options.    



		23.C.4

		Reinstating aggregate limits

		Do not reinstate aggregates unless if specifically granted the ability in your Authority Statement.  Charge the full annual premium to reinstate the aggregate.



		23.D.1

		Damage to premises rented to you greater than $100,000.

		Use the rating instructions that in this section for all states. The limit options and premiums are programmed into Cover-All. Note: The Program Underwriting Guidelines limit program administrator authority. The rules in this section are subject to program manager approval if the limit required exceeds the authority stated in the Program Underwriting Guidelines.



		23.D.1

		Medical payment limits greater than $10,000

		The medical payment limit cannot be increased above $10,000.



		23.E

		A rated classifications

		ELPS are used where available.  For other A rated classes refer to the program Underwriting Guidelines or your Program Manager.



		36.B

		The number of days that the notice for cancellation can be amended.

		Do not change the dates on Termination and Suspension Endorsements unless granted in individual Underwriting Authority Statement.





Rule 23.  Damage to Premises Rented to You (greater than $100,000 limit).


This limit should only be extended if required by written contract. 

The Program Underwriting Guidelines limit program administrator authority. The rules in this section are subject to program manager approval if the limit required exceeds the authority stated in the Program Underwriting Guidelines.

To increase the limits in excess of the basic $100,000 limits for ‘Damage to Premises Rented to You,’ use the following charges:


Occurrence Limit* 
Damage to Premises Rented to You Limit 
Charge


$ 300,000 


$ 300,000 



$ 100


$ 500,000 


$ 500,000 



$ 200


$ 750,000 


$ 750,000 



$ 375


$ 1,000,000 


$ 1,000,000 



$ 450


For each additional $1,000,000 limit above $1,000,000 up to a maximum of $5,000,000 charge a flat rate of $400 per $1,000,000. 


*The Damage to Premises Rented To You Limit must not exceed the Occurrence Limit.

NEW YORK FREE TRADE ZONE


Further direction will be made available on this subject.

EXPERIENCE RATING AND SCHEDULE RATING    

All policies that are eligible for experience and/or schedule rating must be experience rated, and have documentation for scheduled rating.  Refer to the ISO Commercial General Liability Experience and Schedule Rating Manual to determine eligibility.  Blank GL schedule rating worksheets can be found on the AIG Programs website.  A completed schedule rating worksheet must be put in every underwriting file for all policies that are eligible for schedule rating, even if the final modification is 1.0. 

SPECIAL EXPOSURE-POSITION STATEMENTS


PRIVACY


The legal liability associated with use of the internet, individual rights of privacy, and the obligation of users to maintain certain levels of security over access to data (especially financial and medical data) is rapidly evolving. The ability of unauthorized persons to readily obtain information on other individuals is increasing. In response, state and federal governments have enacted new laws that emphasize the protection of privacy of individuals. 


With the recent introduction of mandatory endorsement CG 21 06 (05/14) Exclusion-Access or Disclosure of Confidential or Personal Information and Data-related Liability-With Limited Bodily Injury Exception,  ISO is clarifying its position that the CGL policy was not intended to  cover data liability or privacy claims. 


The following is a summary of the program manager’s responsibilities with regard to the new mandatory ISO endorsement: 


· CG 21 06 (05/14) Exclusion-Access or Disclosure of Confidential or Personal Information and Data-related Liability-With Limited Bodily Injury Exception: This endorsement is mandatory on all policies. In addition, on renewal policies you must attach form #117508 (05/14), Advisory Notice to Policyholders, for a full renewal cycle subsequent to first attaching this endorsement. 


· Some states may not have approved form CG 21 06 (05/14). Program administrators will be advised as states approve this form. 


· Do not use other endorsements related to electronic data including CG 21 07, CG 21 08, or CG 04 37.


To add privacy protection to a policy, the underwriter should consider adding Corporate Identity Protection which is available from AIG Programs.


HIRED CAR AND NONOWNED AUTOMOBILE


Hired Car and Non-owned Auto cannot be added to a general liability policy. If an insured does not have any owned autos, but requires hired and non-owned automobile coverage an auto policy covering just hired car and non-owned auto must be issued.

PREMIUM AUDITS


Physical audits are done on general liability policies with premiums greater than $50,000.  For premiums between $10,000 and $50,000 telephone audits are done.  Audits are waived for policies with premiums less than $10,000.


LOSS CONTROL SURVEYS


AIG Programs and its approved subcontractors conduct loss control surveys.  The purpose of these surveys is to verify information obtained on the application, improve/enhance the insured’s risk management program and to identify exceptions or critical information requiring the program administrator’s review.


Unless stated differently in program specific Underwriting Guidelines, the program administrator will request:


a. A telephone survey within seven days of the effective date on all new business and every three years thereafter if the general liability premium is between $25,000 and $75,000.  


b. A physical survey if the general liability premium is greater than $75,000 on all new business and every three years thereafter.


c.  A loss control survey if there is not one in the file; or if the one in the file is more than two years old AND the policy meets the premium threshold indicated in a. or b above.


d. At his/her discretion either a telephone or a physical survey more frequently and regardless of premium size.  


If the program administrator has special instructions or questions unique to the account they should be outlined in the survey request.


AIG Programs will mail the survey letter and recommendations to the insured and agent.  Within seven days of receipt the program administrator should review the survey report and any recommendations.   The underwriting file should be documented to indicate the date the review was made as well as any necessary underwriting actions.  The insured must submit a response to the recommendations identified as essential within 14 days.  AIG Programs is responsible for following up on Essential recommendations and notifying underwriting compliance status and/or when assistance is needed.
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