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AIG Programs - Underwriting Bulletin
Program Performance®
	99 High Street
Boston, MA 02110
March 2, 2021
Please note that this Bulletin may provide an update or additional guidance to direction previously provided to you via your Underwriting Guidelines or Underwriting Authority Statement.  This Bulletin supersedes any such previous direction as of the effective date specified below and will be incorporated into your Underwriting Guidelines or Underwriting Authority Statement, if applicable, as future updates are issued.  If you have any questions or require clarification regarding this Bulletin, please contact your Program Manager.


Title:  Adoption of ISO Auto Optional Class Plan

AIG is adopting the ISO Commercial Automobile Optional Class Plan (OCP) effective 6/1/2021 for New and Renewal policies.   The ISO Auto OCP enables insurers to better classify commercial automobile risks and, thus, enhance their pricing and underwriting decisions as well as price risk more appropriately.  

The OCP introduces new rating factors and manual rules for certain commercial vehicles. It applies to Trucks, Tractors and Trailers, and Private Passenger Type vehicles for Combined Single Limit Liability, Collision and Comprehensive coverages.

The new OCP also features more detailed rating variables, such as age, cost, and commercial segment.  The following tables illustrate the changes from the current class plan to the new ISO OCP.  

Please refer to the ISO Automobile Manual for complete explanations of Rules and Rating.  The new OCP Plan is accessible as a supplement to the State Insurance Manual (SIM) within ISOnet.  In addition, ISO has developed several short OCP tutorial videos/materials on their education portal.
[bookmark: _GoBack]AIG’s filing adoption of ISO’s Auto OCP is presently approved to be effective 6/1/21 in all states except: California, Colorado, District of Columbia, Massachusetts, New Jersey, New York and Texas.  ISO’s Auto OCP will not apply in Massachusetts and will not be adopted.  We are awaiting approval in the other 6 states noted above and anticipate receiving approval, to be effective 6/1/21. We will update you accordingly in this regard.






OCP Comparison to the Current ISO Plan
The following charts were developed by ISO and compare the Auto OCP to the current auto product.
	Classification Factors

	
	Current Class Plan
	New Optional Class Plan

	Trailers Secondary Factors 
	Secondary factors do not apply to Trailers
	Multiplicative secondary factors
will now apply to Trailers 1

	Trucks, Tractors, and Trailers
Primary and Secondary Factors
	Added together Multiplied along with most other factors 2
	Multiplied along with most other factors 2

	Service and Utility Trailers Liability 
	Coverage automatically provided
	A loss cost is now being provided for this risk.

	Trucks, Tractors, and Trailers
Physical Damage Primary Factors
	Same for Collision and
Comprehensive
	Factors vary by coverage

	Trucks, Tractors, and Trailers
Secondary Factors
	Same for Liability, Collision and
Comprehensive
	Factors vary by coverage 1,3

	Private Passenger Types Primary
Factors
	Same for Liability, Collision, and Comprehensive
	Factors vary by coverage

	1. The Secondary Factors will in some cases differ by the second digit of the two-digit Secondary Class code.
2. The only non-multiplicative factor that will remain is the Physical Damage Deductible Discount Factor.
3. Secondary Factors for Collision will also be different for Trailers than they are for Trucks and Truck-Tractors. So in all, four sets of Secondary Factors will be filed.







	Fleet Size

	
	Current Class Plan 
	New Optional Class Plan

	Fleet Factors 

	Only distinguishes between 0-4
vehicles and 5 and greater
	Will be replaced by Fleet Size
Factors (See Below)

	Fleet Size Factors 4 

	n/a 

	Will exist for all coverages and
differentiated by:
· Vehicle Size for Trucks, Tractors, and Trailers Liability
· Vehicle Size and Business Use for Trucks and Truck-Tractors Collision

	4. Instructions for determining number of vehicles do not change under the new plan.



	Vehicle Age, Original Cost New (OCN), and Stated Amount

	
	Current Class Plan 
	New Optional Class Plan

	Rating by Vehicle Age 

	the 11th model year and
all other vehicles in one category

	Differentiates individual years
through a final category of 27th model year and older

	Original Cost New (OCN) (or
Stated Amount) Vehicles

	Linear incremental ratings for
vehicles over $90K

	· Linear incremental ratings removed for vehicles over $90K
· More refined brackets, up to a category of $900K or greater

	Physical Damage 

	Age and OCN Factors are
separate

	· The Age and OCN Factors combine into a Vehicle Value Factor that differs by Age and Price.
· The Collision Vehicle Value Factor will be different for Trailers than for Trucks and Truck-Tractors

	Physical Damage Deductible
Discount Factor
	Subtracted from the OCN Factor 
	Subtracted from the Vehicle Value Factor

	Vehicle Age and Original Cost New (or Stated Amount)
	Used for physical damage
coverages only 
	Introduces rating factors for
Liability based on both variables 5 

	Stated Amount vs. Current Model Year Vehicles

	Assumed equivalent if both are the same cost as the Stated Amount

	A new experience-based Age Factor will apply to Vehicles attaching a Stated Amount endorsement 6

	5. Trucks, Tractors, and Trailers Factors will differ by Vehicle Size.
6. Rather than applying an age factor of 1.000 (as if it were a current model year vehicle), a new experience based factor will apply to all Vehicles attaching a Stated Amount endorsement. This factor will be introduced as an Age Factor, although it will not vary by vehicle age.



	NAICS CODES

	
	Current Class Plan 
	New Optional Class Plan

	New Factors 
	n/a 
	A new set of factors based on the
2012 North American Industrial
Classification System (NAICS)
classification codes will be
introduced for all affected classes and coverages 7  

	7. Filed factors differ by the first three digits, but all six NAICS code digits will be used in the new rating plan.




	
	Other Differences

	
	Current Class Plan 
	New Optional Class Plan

	Dumping Factor 

	Applies to any Trucks, Trailers and Semitrailers capable of dumping their loads and to all Truck- Tractors

	The new Heavy Dumping Factor
applies to all Heavy or Extra-Heavy vehicles that are classified in the Dumping and Transit Mix category of the Secondary Classification system

	Heavy Farming Factor 

	n/a 

	The Heavy Farming Factor for
Collision applies to vehicles that are Heavy or Extra-Heavy and classified for Farming Use



Section A: Commercial Auto Optional Class Plan Rules 

The following table identifies the new ISO Multistate OCP Auto Classifications Rules and provides a brief explanation of the changes. 

	Rule Number and Description
	Explanation of Changes

	Rule 200. Optional Classification Plan
	Provides the purpose and configuration of the OCP as well as the classifications and coverages to which it applies. This rule also presents rating formulas for each applicable class/coverage combination, as well as the manual location of each of the formula components. 

	Rule 222. Premium Development – Other Than Zone-Rated Autos
	Provides liability and physical damage fleet size and NAICS factors for Trucks, Tractors and Trailers as well as Private Passenger Types.

	Rule 223. Trucks, Tractors And Trailers Classifications
	Provides primary and secondary liability and physical damage rating factors for Trucks, Tractors and Trailers.

	Rule 232. Private Passenger Types Classifications
	Provides liability and physical damage class factors for Private Passenger Types.

	Rule 298. Deductible Insurance
	Provides physical damage deductible factors for Trucks, Tractors and Trailers, and Private Passenger Types.

	Rule 301. Vehicle Age And Price Bracket
	Provides Trucks, Tractors and Trailers and Private Passenger Types vehicle value factors for physical damage rating on both Original Cost New and Stated Amount bases. Vehicle age and OCN factors are also provided for liability rating for Trucks, Tractors and Trailers as well as Private Passenger Types.




Implementation & Availability:
For Program Administrators using Cover-All NexGen, please be advised that the system will be ISO Auto OCP compliant based on a system control date of 06/01/2021. 
From a CoverAll NexGen user interface perspective, the system changes will be minimal; however, they will include:
  
· A new field for selecting the NAICS Code from drop-down box
· Based on Control Date, the system will indicate if the State has Adopted the OCP
· The system will identify which vehicles are being rated under the OCP
· Rating sheets will include all new factors applied
For Program Administrators using their own proprietary policy issuance systems for Commercial Auto, please implement and use the new ISO Auto OCP for approved states effective 6/1/21. 
Renewal policies written under the new Auto OCP may experience premium increases due to the new rating elements incorporated and the associated loss cost adoption.  Please be reminded that advance Notice of Conditional Renewal is often required when there is a premium increase.  Please consult the Conditional Renewal resources provided to you by AIG Programs and process Conditional Renewal Notifications through ODEN to ensure compliance with state requirements. 
Should you have any related questions or require additional support, please contact your Program Manager for assistance.  
Thank you.

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.
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