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AIG Programs - Underwriting Bulletin
Program Performance®
	99 High Street
Boston, MA 02110
December 17, 2020

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:	 Umbrella Qwik Notes – Updated December 2020

Embedded below you will find AIG Programs’ updated Qwik Notes for Umbrella. This document can also be accessed on the AIG Program Administrators’ Website under the Excess/Umbrella tab, in the Product Lines section.
  

[bookmark: _MON_1669021807]				

Please thoroughly review the revised Qwik Notes for Umbrella.  Throughout this revised document, the wording has been edited to assure that it properly reflects the various processes and procedures that have been in place regarding underwriting the Umbrella line of business.  For your reference, the following are some of the key changes made to this revision of our Umbrella Qwik Notes:

· Clarified that Umbrella does not follow-form over Cyber Liability, D&O, or E&O coverages.
· Removed reference to endorsement edition dates (unless required to help delineate between endorsements) – This eliminates the need for future Qwik Note revisions when form editions change.
· Consolidated CrisisResponse® sections as this coverage is more suited on primary coverage.
· Consolidated several areas that referred to products options.
· Note: Standard Umbrella and Umbrella Prime are now consolidated into a single section titled Product Selection.
· Streamlined UM/UIM wording and improved readability. 
· Added risk referral language within the Foreign Exposure section. 
· Inserted midpoints within Rating Tables – this section is applicable if this information is not contained within your Underwriting Authority Statement.
· Removed reference to limits over $3,000,000.  It is AIG Programs’ underwriting strategy to offer limits $3M and below.






If you have any questions or require additional support, please contact your Program Manager.  

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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INTRODUCTION

The purpose of this guide is to give Program Administrators insight into umbrella/excess underwriting and AIG’s requirements.  

This document contains information that is generic to all programs. It provides common underwriting requirements, policy writing information, and special risk guidance. You should consult your Underwriting Authority Statement for additional terms and conditions delegate to you as our Program Administrator.  

The information outlined in this document is superseded by the specific Underwriting Authority Statements for each program.   

BROAD UNDERWRITING PHILOSOPHY

Simply stated, AIG’s underwriting philosophy is to view the umbrella/excess product as a catastrophic contract that provides high limits of protection against unforeseen third party catastrophic losses.  We offer excess limits on a follow-form bases using the Umbrella Prime product in most jurisdictions.  Our intention is to write over General Liability (GL), Auto Liability, and Employers Liability (WC).  The underlying GL and Auto should be written on AIG paper.  On rare occasions, the Auto may be written in an assigned risk program.  The umbrella may not be written over cyber, Directors & Officers Liability, or Errors & Omissions coverage.  

The umbrella policy is not a substitute for primary insurance.  Known exposures must be evaluated and sufficient primary insurance must be in place to protect the umbrella.  The coverage extensions afforded, subject to the SIR, allow for truly fortuitous and unexpected occurrences.   In addition, AIG’s strategy is to offer reasonable limits to help reduce volatility in the line.   

Attention to policy construction (forms attachment) and pricing are important and will be the focus of Underwriting Quality Reviews.

AIG Programs has two umbrella policy forms: Umbrella Prime and Commercial Umbrella (aka Standard Umbrella).  The use of each form is dictated by the insured’s headquarters state and if the policy is admitted or non-admitted. 




		PRODUCT SELECTION



		

		

		



		

		UMBRELLA PRIME

		STANDARD UMBRELLA



		Admitted all states except AK, VA & VT

		80517

		N/A



		Admitted VA

		105850

		N/A



		Admitted AK & VT

		N/A

		57697



		Non admitted DE

		81070

		N/A



		Non admitted all states except DE

		81500

		N/A



		

		CrisisResponse® is only offered on Umbrella Prime when the scheduled AIG GL does not provide CrisisResponse®.

		CrisisResponse® is not available on the Standard Umbrella policy.



		

		You cannot exclude general liability completely (can exclude products/completed operations, but premises operations cannot be excluded from Umbrella Prime).

		You cannot exclude general liability completely (can exclude products/completed operations, but premises operations cannot be excluded from Standard Umbrella). 







CRISISRESPONSE®

Umbrella Prime is an AIG multi-divisional product that offers CrisisResponse® coverage.  AIG Programs excludes this coverage component, as our underlying product provides CrisisResponse® coverage.  To exclude CrisisResponse®, use endorsement 117617, which is approved in all jurisdictions except AK and VT.                 

WRITING COMPANY

THE WRITING COMPANY FOR ALL ADMITTED UMBRELLA AND EXCESS POLICIES IS NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.

FORMS AND ENDORSEMENTS

Refer to the Umbrella/Excess Product Line page of the AIG Programs website (www/aigprograms.net) for a current list of mandatory and optional umbrella forms. You must get the prior written approval of your Program Manager to use of any form that is not in your Underwriting Authority Statement.  

LIMITS OF LIABILITY

Refer to your Underwriting Authority Statement to determine the limits of liability that you can bind for the particular program.  Offer umbrella limits that make sense for the insured’s operations.  You should not offer higher limits when the layer premiums are low or at minimum premium even if the higher limits are within your authority.  It is important to offer reasonable limits to help control volatility in the line.

Midterm Limit Increases                                                                                                                                       We do not support midterm limit increases.  If an insured requires a limits change midterm, you must submit the request to your Program Manager.   Your Program Manager will need confirmation that there are no open claims on the umbrella or underlying insurance.  In addition, you must provide confirmation that there are no known incidents that may lead to a claim.  If a midterm endorsement increasing the policy limit is approved, that limit must remain on the policy until the end of the policy term.  You may not increase an umbrella limit for a contract and then to decrease the limit once the contract has expired.

SOURCES OF UNDERWRITING INFORMATION

You must receive a completed commercial umbrella application, signed by the insured, prior to providing a new quote.  ACORD applications 125 (Applicant Information) and 131 (Umbrella) are preferred over other carriers’ proprietary applications.  We will remain flexible and work with other carriers’ applications when they contain complete underwriting information.   

UNMBRELLA UNDERWRITING CONCEPTS

Consider the following factors when underwriting and pricing an umbrella:

· Umbrella is severity driven 

· Umbrella has a high degree of unpredictability

· Umbrella has long tail development

· Umbrella has low premiums relative to the limits exposed

Understand the business’s operations and its exposure to catastrophic losses (e.g., large heavy automobile exposure).  You must assess what exposures exist and to determine if there are adequate controls in place to minimize such losses.  

Pay close attention to frequency.  Frequency can deplete underlying limits.  In addition, frequency of similar losses can mean poor loss prevention controls are in place and it may be a matter of time before a claim is large enough to penetrate the umbrella.

Review the list of optional forms and attach those that are appropriate to eliminate any exposure to unexpected risk where coverage is not intended.  You may not use exclusionary endorsements on an exposure that is prominent within the risk.  In these situations, we need to focus on the acceptability of the risk.  Where there is an elevated exposure to severity, adjust the rate upward in concert with the exposure.  Remember the umbrella may not be written over cyber, D&O, or E&O.  

Your Program Manager will provide guidance relative to the appropriate rate to use when pricing business for each program.  The plan is to write most umbrellas at the target rate .

NAMED INSURED

As on the primary, we need to understand the operations of current and dormant insureds.  When there are multiple named insureds (active or dormant), you must review the primary insurance program (i.e. limits, premium, insurer, type and extent of coverage) for each entity.  Also, obtain and review a description of operation for each named insured and the relationship of each named insured to each of the other named insureds. 

Do not name entities other than the named insured listed on the primary.   To exclude one or more controlled companies or subsidiaries from the umbrella policy use the Specified Entity (ies) Exclusion to list the entities to be excluded.  Exclude entities that are covered under other policies or have unacceptable exposures. Depending how critical these exposures are, you must review the overall acceptability of the risk.

An individual cannot be listed as a named insured on a commercial umbrella policy unless it is the legal entity (e.g., a sole proprietorship). 

ADDITIONAL INSUREDS

Additional insureds on scheduled underlying insurance are also additional insureds on our umbrella under the definition of insured.  Additional coverage is no broader than that in the scheduled underlying policies.  

UNDERLYING CARRIERS

In most cases, we write umbrella policies over our own primary policies; however coverages other than general liability can be written over other carriers subject to your Underwriting Authority Statement.  We require all underlying carriers to have an A.M. Best’s rating of A- VII or better.  Note the following:

· Lloyds of London is not an acceptable underlying carrier.

· All underlying carriers’ use of reinsurance via a “cut through” endorsement to allow for an acceptable A.M. Best’s rating is unacceptable.  All underlying carriers must stand on their own. 

· State assigned risk pools and state workers compensation funds are only acceptable for Workers’ Compensation.  This is the only exception to the A.M. Best rating requirement.

CONCURRENCY OF POLICY PERIOD

To manage aggregate limits, the policy periods for all underlying policies (with the exception of Employer’s Liability) must be concurrent with the umbrella’s policy period.  This must be achieved by the umbrella policy’s first anniversary (if not, the umbrella policy must be nonrenewed).  The suggested way to handle noncurrent dates is to initially write a short-term umbrella that expires the same date as the primary GL, auto or garage policy, then at renewal issue an umbrella with concurrent dates.  When underlying policy periods (other than Employer’s Liability) are not concurrent with the umbrella policy period, you must attach the Nonconcurrency Endorsement).  Refer to your Underwriting Authority Statement or the Product Line page of the AIG Programs website (www.aigprograms.net) for the form number.

TRIA

TRIA is mandatory for all umbrella policies and the premium charge is 1% of the umbrella premium.  The Federal Share of Compensation Under TRIA and Cap on Losses Endorsement form, the Policyholder Disclosure Notice of Terrorism Insurance Coverage and the Act of Terrorism Self-Insured Retention Endorsement must be attached.  See your Policy Forms and Endorsement for appropriate forms.

· The TRIA premium must be entered on the Policyholder Disclosure Notice of Terrorism.  

· The SIR and TRIA premium must be entered on the Act of Terrorism SIR Endorsement.  The SIR is always the same as the highest GL each occurrence limit for the scheduled GL policies.  For example if there are two scheduled GL policies and one has a $1,000,000 each occurrence limit and the other has a $2,000,000 each occurrence limit, the TRIA SIR for the umbrella coverage is $2,000,000.  If there are two scheduled GL policies and each has a $1,000,000 each occurrence limit the TRIA SIR is $1,000,000.

The NexGen umbrella module selects and prefills the correct TRIA forms based on the headquarters state and makes the correct TRIA charge.  If you do not use NexGen refer to your Underwriting Authority Statement for the correct TRIA form numbers.                                                                

ENDORSEMENTS

Refer to the Umbrella/Excess Product Line page of the AIG Programs website (www/aigprograms.net) for a current list of mandatory and optional umbrella forms.  You must get the prior written approval of your Program Manager to use any form that is not in your Underwriting Authority Statement.  

Exclusions                                                                                                                                                              If an exposure is excluded in the primary coverage by endorsement, you must attach the equivalent umbrella exclusion.  You must also attach exclusions for coverages that are covered on the primary, but that you do not want to cover on the umbrella.  

Follow-form endorsements                                                                                                                                    These endorsements ensure that the umbrella policy follows the primary coverage with respect to insuring agreements, conditions and exclusions.  In addition, the follow form endorsements state that the umbrella policy will be no broader than the scheduled underlying policies.  You must add the follow form endorsements to the umbrella policy for all scheduled underlying coverage, because it is not our intent to provide dropdown coverage.  

The table below shows the follow form endorsements you must attach to all umbrellas.  For example, the Commercial General Liability Limitation Endorsement must be added to all Standard Umbrella and Umbrella Prime policies.  If there is a scheduled auto policy on the umbrella an auto follow form endorsement must be attached.  The auto follow form endorsement is based on whether or not the scheduled auto policy covers scheduled autos or if it only covers hired and non-owned auto.  

		SCHEDULED UNDERLYING POLICY

		JURISDICTION

		FOLLOW FORM ENDORSEMENT



		Abuse & Molestation

		All

		An abuse & molestation exclusion is mandatory on all umbrella policies.  It is not our intent to provide Abuse & Molestation on the umbrella.  Refer to your Underwriting Authority Statement 



		Auto – scheduled vehicles

		All except AK & VT

		Auto Liability Follow Form 80398 



		Auto – scheduled vehicles

		AK & VT

		Automobile Liability Follow Form 100549 



		Auto – hired car & non-owned auto only

		All except AK, VT & WA

		Auto Liability Exclusion (With Limited Exception for Hired and Non-owned Auto) 90982 



		Auto – hired car & non-owned auto only

		AK & VT

		Auto Liability Exclusion (With Limited Exception for Hired and Non-owned Auto) 91014 



		Auto whether scheduled of hired & non-owned auto only

		WA

		Auto Liability Follow Form 80398 



		Employers’ Liability

		All except AK & VT

		Employers’ Liability/Stop Gap Limitation 82616 



		Employers’ Liability

		AK & VT

		Employers’ Liability Follow Form 69429 



		Garagekeepers Liability

		All except AK, MA, NH & VT

		Garage Keepers Legal Liability Limitation Endorsement 83079 



		Gargekeepers Liability

		AK & VT

		Garage Keepers Legal Liability Limitation Endorsement 57711 



		Garagekeepers Liability

		MA & NH

		Garage Keepers Legal Liability 83079



		Garage Liability

		All except AK, VT & WA

		Garage Operations Limitation 87219 



		Garage Liability

		AK & VT

		Garage Operations Limitation Endorsement 87250 



		General Liability

		All except AK, CA, FL, LA, VA & VT

		Commercial General Liability Limitation 87043 (05/12)



		General Liability

		CA, FL, LA, & VA

		Commercial General Liability Limitation 87043 (11/04)



		General Liability

		AK & VT

		Commercial General Liability Limitation 87042 



		Liquor Liability

		All except AK & VT

		While the policy has built in follow form wording attach Liquor Liability Limitation 83085 (9/03).  This endorsement follows the format used in other follow form endorsements.



		Liquor Liability

		AK & VT

		Liquor Liability Limitation 83085







Per Location Aggregate and Per Project Aggregate                                                                                         We do not support per location or per project aggregate on the umbrella.  We are concerned with risk aggregation issues that can be assessed to multiple locations that could stretch or compound our limits beyond our intent.   On the other hand, with complex, multi-location or multi-project risks, you should give consideration to requiring general aggregate limits in the underlying coverage to apply on a per location and/or per project basis.  The rationale is that if the insured has a significant location or job site loss, it could wipe out the primary aggregate limit, we do not want to provide our limit at all locations or job sites as primary limits for the remainder of the policy term.  When there is either a per location aggregate or a per project aggregate on a scheduled GL policy you must show the aggregate on the schedule of underlying insurance.

Primary and Noncontributory                                                                                                                          You may not add a primary and noncontributory endorsement to any umbrella or excess policy.  Our pricing and terms do not contemplate this coverage enhancement.  In addition, it could place our policy ahead of another policy that was written to be primary.

AUTOMOBILE LIABILITY

The following are critical to underwriting umbrella over automobile exposures, as umbrella policies are virtually excess and respond when losses exceed underlying limits.  Simply said, the catastrophic/severity loss exposure needs to be underwritten.

Number of Vehicles                                                                                                                                              As the number of vehicles increase, so does the chances of loss. The larger a fleet, the more susceptible to being in an accident and having a loss.

Motor Vehicle Reports (MVRs)                                                                                                                             In most cases, it is not necessary to order MVRs solely for an umbrella policy, as this can be done in tandem with the underwriting of the primary auto.  In rare instances where we approve a non-AIG underlying auto policy, you must order and review MVR reports.  Many auto claims that extend into the umbrella are due to driver fault so it is very important to underwrite the drivers for all umbrella policies that cover automobile.

We will not approve an auto policy written with another carrier if there are any unacceptable drivers based on MVRs and at fault accidents.  Refer to the Auto Qwik Notes for MVR review and driver acceptability.  Driver exclusions must be used on the scheduled AIG primary auto policies where required.  

Underwriting and Pricing Considerations: Underlying Automobile                                                                  When pricing the auto portion of the umbrella, you must price all vehicles with higher exposures and those falling under high hazard vehicles higher than the target rate. 

		Radius of operation

		A risk that regularly travels long distances presents greater exposure due to driver fatigue, unfamiliar roads and equipment failure.  On the other hand, short distance travel within a large metropolitan area may present even greater exposure due to traffic congestion, time delivery constraints and multiple stops.



		Telematics

		Does the insured actively manage its fleet using Telematics?



		Vehicle size

		As vehicle weights increase so does the resulting bodily injury in the event of a motor accident.



		Hired automobiles

		Do not overlook this exposure.  Ask about frequency of rentals and review driver records.



		Routes traveled

		Mountain roads, ice, snow, fog areas and heavy rain also contribute to loss potential.



		Average daily use

		Vehicles that are constantly on the road are more likely to generate a loss than ones parked the majority of the day.



		Personal use auto

		Large sales fleets may get a lot of non-work related use ex. after hours, spouse and children.



		Trip lease

		This is typical of  truckers who lease to several carriers.  They will generally haul anything and everything, anywhere and everywhere.



		Passenger hazard

		Buses and liveries have multiple injury exposures that can result in multiple lawsuits from one accident.



		Non-ownership

		There is increased legal exposure from employees using their own vehicles on behalf of the insured – usually law firms, real estate companies, visiting nurses, social workers, newspaper delivery and pizza delivery.



		Drivers

		Age, MVRs, experience, caliber, supervision, training turnover and method of remuneration all can affect the potential for loss.



		Equipment

		Size, weight, age, condition and maintenance all affect loss potential.



		Fleet management

		Experience, supervision, financial condition and safety standards are underwriting concerns on every risk.







High Hazard Auto Exposure                                                                                                                              The expected exposures for each program are identified in your Underwriting Authority Statement.  If you are asked to consider an incidental exposure for any of the high hazard exposures listed below you must make a referral to your Program Manager.

· Acetylene gas – explosion, fire, loading and unloading

· Ambulance – emergency vehicles,  passenger hazard

· Anhydrous ammonia – fire, explosion, toxic chemicals

· Auto dealer – customer usage, extensive personal use, drive away

· Auto driving schools – passenger hazard, inexperienced drivers

· Auto parts stores – young drivers

· Auto truck repairs – customer usage, young drivers, completed operations

· Auto racing

· Auto retail delivery – young drivers

· Carnivals – itinerant workers, employee caliber, young drivers

· Cattle or livestock dealers – load stability, shifting overturn

· Chemical hauling – explosion, fire, toxic chemicals, toxic waste, loading and unloading exposures

· Concrete mix in transit – heavy loads, stability, congested areas

· Drive yourself moving trucks ex. U Haul and Ryder – no control over drivers

· Excavation contractors – dump trucks and trailers, heavy loads

· Explosives

· Fairs (see Carnivals above)

· Farm labor – inexperienced operators, passenger hazard, multiple injury, old equipment

· Fruit, vegetable or poultry dealers – congested areas, load stability

· Gasoline dealer or distributor – fire, explosion, heavy weight, loading and unloading

· Hay haulers – load stability, old equipment, fire, inexperienced operators

· Heavy equipment haulers – load stability, weight, loading and unloading

· House moving – load stability, loading and unloading

· Ice cream trucks – lure children into streets

· Iron and steel hauling – heavy weight, load stability, loading and unloading

· Junk dealer – load stability, young drivers, old equipment

· Moving vans – load stability, long haul, tight schedules, extra heavy

· Newspaper delivery – tight schedules, non-owned, loading and unloading



Uninsured/Underinsured Motorist (UM/UIM) Coverage

You may not offer UM/UIM except in jurisdictions that mandate the coverage be offered.  Refer to the Excess/Umbrella Product Line page on the AIG Program’s website (www.aigprograms.net) for the UM/UIM rules for our umbrella before offering this coverage.  While there is no separate premium charge for UM/UIM on the umbrella, vehicles with UM/UIM must be priced higher than the target rate.  Contact your Program Manager for guidance on pricing UM/UIM prior to quote.



Standard Umbrella and Umbrella Prime exclude UM/UIM.  

· In Florida, Louisiana, New Hampshire, Vermont and West Virginia, you must offer UM/UIM whenever there are any registered or principally garaged vehicles in those states.  Refer to the ISO manual for any special requirements in these States.  

· You may not offer UM/UIM in states where the only auto exposure is hired car or non-owned auto.  

· If an insured rejects UM/UIM once, do not offer it again except in Florida where UM/UIM must be offered each year.  

· In Vermont, the insured cannot reject UM/UIM, but the insured can select a limit as low as $100,000.  

· The NexGen umbrella module prompts the user with the question, “Are there any vehicles garaged in VT, FL, WV, LA or NH?” to trigger state and limit selections.  

· Read the QRG (Quick Reference Guide) for UM/UIM in the NexGen umbrella module (under the Library tab) to see how the rules are programmed and what additional step is required in West Virginia.  

· You may not schedule an underlying auto policy with vehicles garaged in West Virginia if the UM/UIM limits are not at least $1,000,000.  Furthermore, you must add the Auto Liability Exclusion Endorsement (Applicable to West Virginia) to the umbrella.  This endorsement excludes all autos garaged in WV.  An umbrella policy can have the WV exclusion as well as an automobile follow form endorsement if scheduled auto policies have vehicles garaged in states other than WV.

· If the headquarter state is Nevada the insured must sign Nevada Umbrella Disclosure Statement As Respects Uninsured/Underinsured Motorist Coverage form 82909.  You must check the second checkbox, which states: ‘this policy does not provide any Uninsured/Underinsured coverage, either on an excess or primary basis’.  You must attach a copy of the fully completed and signed form to the policy and keep the signed original document in the underwriting file.  You must obtain a new signed copy annually.  Form 82909 can be found on the AIG Programs’ Excess/Umbrella Product Line page at www.aigprograms.net.





FOREIGN EXPOSURES

Our strategy is to offer follow-form coverage and we are not interested in providing foreign coverage.    The ISO commercial general liability (CGL) and automobile liability policies limit coverage to occurrences taking place in the United States of America (including its territories and possessions), Puerto Rico and Canada.  In addition, the ISO CGL coverage form covers suits in all parts of the world if:

(1) The injury or damages arises out of:

(a) Goods or products made or sold in the U.S. (including its territories and possessions), Puerto Rico and Canada, or

(b) The activities of a person whose home is in the territory described in (a) above, but away for a short time on your business, and

(2) The insured’s responsibility to pay damages is determined in a “suit” on the merits in the territory described (a) above or in a settlement we agree to.



AIRCRAFT LIABILITY

Owned, non-owned aircraft and unmanned aircraft (drone) coverages cannot be scheduled as underlying insurance.

WATERCRAFT

We provide liability for non-owned watercraft that is less than 26 feet long and is not used to carry people or property for a charge.

PERSONAL UMBRELLAS

We are not a market for personal umbrellas.  You cannot schedule personal lines insurance coverage or include policies containing individual named insureds onto an AIG Programs umbrella.  

SELF-INSURED RETENTION/DEDUCTIBLE IN PRIMARY UNDERLYING

You must refer any umbrella to be written over a large self-insured retention (SIR) or deductible ($100,000 or more) in the primary to your Program Manager for approval prior to binding.  The typical umbrella SIR is $10,000; however if the scheduled underlying insurance has a SIR or deductible larger than $10,000 the umbrella SIR must be equal to that larger SIR or deductible.  The Program Manager may waive the umbrella SIR requirement.

When the GL has a Liability deductible, you must adjust the GL premium used for rating the Umbrella by reversing the credit applied to the GL premium for the deductible.








NEW YORK FREE TRADE ZONE

All admitted umbrella and admitted excess policies in New York are written in the New York Free Trade Zone (NYFTZ). Refer to NYFTZ Bulletins 7A AO (02 18 15) and 7A AO (03 17 15) on the AIG Program’s website for the procedures.  The NexGen umbrella module has been programmed to attach the disclosure notice and print class code 2-1300 on the lower left corner of each page of the quote, policy and subsequent transactions.

REFERRALS

You must refer any of the following to your Program Manager for approval prior to binding:



· Premiums and/or limits exceeding those specified in your Underwriting Authority Statement.

· Schedule rating outside the authority granted in your Underwriting Authority Statement.

· Deviation from the target  rate/pricing (or as directed in your Underwriting Authority Statement).

· Removal of the liquor liability exclusion or any mandatory endorsement unless authority is granted in your Underwriting Authority Statement.  

· Any other referral mentioned in your Underwriting Authority Statement or in this QwikNote.





INELIGIBLE COVERAGES

You may not schedule any coverages pertaining to the following:

· Aviation products and liability with respect to airframe, engine components and control equipment or critical components.

· Directors and Officers

· Professional Liability

· Sexual Misconduct

· Liquor liability if the insured is in the business of manufacturing alcoholic beverages

· Bodily Injury for railroads that transport fare paying passengers

· Vehicles used in speed contests or to haul explosives

· SEC Liability

· Pollution Liability – except hostile fire

· Product Recall

· Environmental impairment liability

· Any liability from the manufacturing, processing or exclusive wholesale distribution of tobacco products

· War Coverage






COMPLETEING THE SCHEDULE OF UNDERLYING INSURANCE

When completing the schedule of underlying insurance make sure that the writing company, policy period, coverages and limits are shown correctly.  If the general liability policy has either a per location or a per project aggregate these must be shown. 

Use Amendment to Schedule of Underlying Insurance 80476 to make changes and corrections to the schedule of underlying insurance. You do not need to amend the schedule of underlying insurance if there is not concurrency in expiration dates between the underlying and the umbrella and the underlying is being renewed with the same terms and conditions as the expiring underlying policy.  

UMBRELLA RATING

All umbrellas must be priced at the target rate  or higher and must to be calculated on approved rates shown in Section 5 or your Underwriting Authority Statement.  You must obtain written approval from your Program Manager prior to quoting to price a risk below the target rate.  

All scheduled underlying insurance other than automobile is rated as a percentage of the primary policy premium.  The automobile portion of our umbrella policy is priced on the actual vehicle schedule and not the underlying automobile premium.  NexGen umbrella is programmed with the rating plans by state and the system defaults to the target rate  for all coverages.  

The average account should be priced at the target rate.  Each umbrella policy must be priced according to its characteristics.  Whenever you deviate from the target rate, you need to provide a valid reason for the deviation.  In NexGen you will be prompted to enter justification reasons.  If you are not using NexGen you will need to retain the justification reasons in the underwriting files.  Comments such as “loss history”, “no losses”, “this rate was used last year”, “pricing relief” and “lowered rate due to competition” are examples of unacceptable justification reasons and they cannot be used.

Justification reasons must be relevant to the particular insured.  For example when pricing hotels it is appropriate to use a lower GL modification for hotels with no restaurants, no swimming pools or if they are no more than two stories in heights.  Higher GL modifications would be used for hotels with bars, swimming pools or if they are high-rise buildings.  All such deviations must be approved by your Program Manager.  

For automobile exposures, you must use a rate higher than the target rate when vehicles are driven long distances, for long hours or when heavy and extra heavy vehicles are driven in residential areas.  If vehicles are parked at job sites most of the day or are only driven two days a week, you might use a rate lower than the target rate  subject to Program Manager approval.

You must use rates (including increased limit factors) that are within the ranges (minimums and maximums) available in NexGen (and shown in the various tables in this section). For the flat rate states (AK, FL, HI, LA, MO and OH) there are no ranges so you must use the rate in NexGen (and shown in the tables in this section), You cannot use rates outside the ranges or other than the flat rate in the six states that have flat rates. In addition you must use the minimum premiums in NexGen and shown in the rate section below unless your Program Underwriting Authority has other minimum premiums.  Umbrella rates cannot be changed midterm.

Another feature of the NexGen umbrella module is that it will pull the applicable underlying GL premium and auto vehicle by type from the scheduled NexGen policies.   Additional insured premium is not carried forward, because not every additional insured is covered under the umbrella. When you intend to cover additional insureds on the umbrella, you must enter the additional insured premium in the “all other premium” field in the GL Rating Information tab.  NexGen umbrella also allows the user to manually add scheduled underlying policies that are not written in platform.  Whether the scheduled underlying policies are written through AIG or another carrier, the umbrella is rated the same.

The External Umbrella Rater is available on the AIG Programs website (www.aigprograms.net).  This must be used by Program Administrators who do not use NexGen.  In addition, the External Umbrella Rater should be used to determine rate increase from one year to another by entering the current exposures and expiring rates.  Refer to the Excess/Umbrella page on the AIG Programs website for additional information.

		Underlying Limits:



		· Defense costs must be outside the limits of liability



		COMMERCIAL GENERAL LIABILITY



		A. Premises/Operations, Contractual, Personal & Adverting Injury

		$1,000,000 Each Occurrence

$2,000,000 General Aggregate



		B. Product/Completed Operations

		$1,000,000 Each Occurrence

$1,000,000 Aggregate



		BUSINSS AUTOMOBILE



		BUSINESS AUTOMOBILE

		$1,000,000 Each Occurrence



		



		WORKERS’ COMPENSATION & EMPLOYERS’ LIABILITY

		$500,000 Each Occurrence*

$500,000 Each Employee For Disease*

$500,000 Aggregate For Disease*



		*$1,000,000/$1,000,000/$1,000,000 Limits are required in OH, TX, & West Virginia

Lower Employers’ Liability Limits cannot be approved in any state.



		



		MISCELLANEOUS LIABILITY – You must refer miscellaneous liability coverages to your Program Manager.  



		A. Watercraft Liability

		$1,000,000 Each Occurrence



		B. Liquor Liability

		$1,000,000 Each Common Cause

$1,000,000 Aggregate





To calculate the premium for the first million of umbrella coverage, you must apply the following designated factors against the base underlying premium for GL and miscellaneous coverages.  Base Underlying Premium = Written Premium before deductible credits.  Premium for coverages not covered on the umbrella can be excluded.  For automobile coverage, “per unit” rates are to be used.



You must assess the risk’s potential to incur a catastrophic loss, i.e. level of severity. The higher the severity, the higher the rate should be.



Rating First Million General Liability



		GL RATE RANGE

FOR 1st $1M

		All states except AK, FL, HI, LA, MO & OH

		Target Rate all except AK, FL, LA, MO & OH

		AK, FL, LA, MO & OH

		HI



		Other than Products

		8.0% – 30.0%

		22.0%

		20.0%

		15.0%



		Products

		15.0% - 50.0%

		37.5%

		30.0%

		25.0%







Only use one rating option – premises/operations or products/completed operations. Determine which method represents the predominant catastrophic exposure for GL.  Multiply the GL premium (remove any package mod or deductible credit first) by the applicable factor above.  In Florida the SIC determines whether the account is rated on premises or products.  NexGen Umbrella has guidance.  Also, there is a QRG (Quick Reference Guide) in the NexGen Library that has the full list of SIC codes and which must be rated on premises and which must be rated on products.

Rating First Million Auto Liability

Multiply the number of vehicles in each category by the applicable rate.  If an auto policy is only covering hired car and non-owned auto multiply the number of autos that are typically used during the policy period by the Private Passenger Type (PPT) rate.  NexGen umbrella enters 1 PPT as the rating exposure whenever an auto policy only covers hired car and non-owned auto.  If the exposure is more than incidental select a higher the rate in the range.

		AUTO RATE RANGE BY VEHICLE TYPE

FOR 1st $1M

		All states except AK, CA, FL,

HI, KS,

LA, MO, OH & WA

		AK, FL, & MO

		CA

		HI

		LA, OH

		KS

		Washington



		Private Passenger

(including policies

with HNOA only)

		$63-190

		$100

		$58-173

		$110

		$127

		$50-100

		$50-150



		 Target Rate

		$146

		

		$133

		

		

		$86

		$115



		Light Trucks/Vans

(up to 10,000 lbs) including 1-8 passenger vans

		$123-253

		$150

		$115-230

		$165

		$190

		$100-200

		$100-200



		 Target Rate

		$218

		

		$199

		

		

		$173

		$173



		Medium Trucks 

(10,001–20,000 lbs) including 9-20

passenger vans

		$190-443

		$250

		$173-403

		$330

		$317

		$150-350

		$150-250



		Target Rate

		$365

		

		$331

		

		

		$288

		$230



		Heavy Trucks

(20,001 – 45,000 lbs)

		$462-770

		$350

		$420-700

		$550

		$616

		$300-500

		$200-300



		Target Rate

		$708

		

		$644

		

		

		$460

		$288



		Extra Heavy Trucks

(over 45,000 lbs)

		$605-1,210

		$500

		$550-1,100

		$770

		$908

		$500-1,000

		$350-500



		Target Rate 

		$1,044

		

		$949

		

		

		$863

		$489



		Tractors

(over 45,000 lbs)

		$963-1,650

		$700

		$875-1,500

		$1.073

		$1,307

		$700-1,200

		$350-500



		Target Rate

		$1,503

		

		$1,366

		

		

		$1,093

		$489



		Buses over 20

passengers

		$633-1,265

		$650

		$575-1,150

		$880

		$949

		$500-1,000

		$500-1,000



		Target Rate

		$1,092

		

		$992

		

		

		$863

		$863



		Ambulance

		$347-578

		$413

		$347-578

		$413

		$413

		$347-578

		$315-525



		Target Rate

		$532

		

		$532

		

		

		$532

		$483



		Fire

		$479-798

		$455

		$479-798

		$643

		$455

		$479-798

		$435-725



		Target Rate

		$735

		

		$735

		

		

		$735

		$483



		Police

		$215-358

		$275

		$215-358

		$275

		$275

		$215-358

		$195-325



		Target Rate

		$330

		

		$330

		

		

		$330

		$299







		SPECIAL RATES FOR THE STATE OF MONTANA ONLY

		Target Rate



		Police

		$215-358

		$330



		Ambulance

		$347-578

		$532



		Fire

		$479-798

		$735



		Heavy Trucks for hire

		$495-825

		$759



		Extra Heavy Trucks for hire

		$688-1,375

		$1,187



		Tractor for hire

		$1,040-1,782

		$1,623



		Gas Haul Heavy Trucks for hire

		$528-880

		$810



		Gas Haul Extra Heavy Trucks for hire

		$688-1,375

		$1,187



		Gas Haul Tractor for hire

		$1,040-1,782

		$1,623







Rating First Millions Miscellaneous Liability

		



		  Apply a factor of 30-50% for each miscellaneous liability underlying premium



		MISCELLANEOUS LIABILITY

RATING for 1st $1M

		All states except: AK, FL, HI, LA, MO & OH

		Target Rate

		AK, FL, HI, LA, MO, OH



		Watercraft Liability

		30% - 50% of premium

		46%

		25% of premium



		Liquor Liability

		30% - 50% of premium

		46%

		25% of premium



		Druggist Liability

		30% - 50% of premium

		46%

		25% of premium







Employee Benefits Liability is not miscellaneous liability.

Refer to your Underwriting Authority Statement for Miscellaneous Liability authority.

The final premium for the first $1 million of umbrella coverage is the sum of the GL, auto liability and miscellaneous liability.  The first $1 million premium can be modified by schedule rating subject to the minimum premium below.

Calculating the Umbreall a Premium for Limits in Excess of 1st Million

    

		Multiply the first million modified umbrella premium by the following factors:



		



		INCREASED LIMIT FACTORS for $2M & higher *



		

		All states except AK, FL,

HI, LA, OH

		Target Rate

		WA

		Target Rate



		$1M x $1M x Primary

		30.0 - 50.0%

		40.0%

		30.0 - 50.0%

		40.0%



		$1M x $2M x Primary

		20.0 - 40.0%

		30.0%

		20.0 - 40.0%

		30.0%



		$1M x $3M x Primary

		Provided by Program Manager

		Provided by Program Manager



		$1M x $4M x Primary

		Provided by Program Manager

		Provided by Program Manager



		$5M x $5M x Primary

		Provided by Program Manager

		Provided by Program Manager



		*Subject to a $1,000 MP per layer. In WA the MP is $500 for revenues of $100M or less.











		INCREASED LIMIT FACTORS for $2M & Higher**



		AK, FL, HI, LA, OH

		



		

		General Liability

		Auto Liability



		$1M x $1M x Primary

		40.0%

		50.0%



		$1M x $2M x Primary

		30.0%

		25.0%



		$1M x $3M x Primary

		Provided by Program Manager

		Provided by Program Manager



		$1M x $4M x Primary

		Provided by Program Manager

		Provided by Program Manager



		$5M x $5M x Primary

		Provided by Program Manager

		Provided by Program Manager



		**Subject to a $1,000 Minimum Premium per layer unless if otherwise stated in your Underwriting Authority Statement.







SCHEDULE RATING

Schedule rating factors also known as judgment (flex) rating apply to all lines of business on the umbrella.  Therefore, you cannot use the same reason for any target rate deviation that you use for schedule rating.  The reason must be unique.  For example if you apply schedule credit for employed safety director you cannot use employed safety director as a justification for deviating from the target rate  for auto, GL or any other scheduled line of insurance.

All judgment modifiers selected on the judgment rating table must be consistent with the underwriting information on file.  You must include a copy of the Umbrella Schedule Rating sheet in the underwriting file for each policy that has schedule rating.  The justification/reason column must be completed and you must sign and date the form.  If you use NexGen Umbrella, save a copy of the Schedule Rating Worksheet produced.

When applying scheduled credits/debits, use reasons that apply to that particular insured and make sure that the reason is entered in the correct category.  For example, you can use financial condition as a schedule credit if the D&B is rated 1or as a scheduled debit it the D&B rating is 5.

UMBRELLA SCHEDULE (FLEX) RATING

(new and renewal)



		Named Insured:



		Policy Period:



		CATEGORIES

		CREDIT

		DEBIT

		JUSTIFICATION/REASON



		CLASSIFICATION/ COVERAGE PECULIARITIES

		

		

		



		Nonstandard deductibles

		20%

		20%

		



		Variance in standard aggregate limits or in application of

Aggregates

		



20%

		



20%

		



		Other classification peculiarities

		20%

		20%

		



		Other coverage peculiarities

		20%

		20%

		



		

		

		

		



		LOSS CONTROL & SAFETY

		

		

		



		Formal loss control & safety

Program

		

10%

		

10%

		



		Employed safety director

		10%

		10%

		



		Pollution control program

		10%

		10%

		



		Accident investigation

		10%

		10%

		



		

		

		

		



		Quality Control Policy

		10%

		10%

		



		

		

		

		



		VEHICLE AND EQUIPMENT

		

		

		



		Formal schedule of maintenance

		5%

		5%

		



		Manual or automatically operated

equipment/machinery

		

5%

		

5%

		



		

		

		

		



		EMPLOYEES

		

		

		



		Hiring Practices

		5%

		5%

		



		Training

		5%

		5%

		



		Stability or employment

		5%

		5%

		



		

		

		

		



		PREMISES – condition and care

		5%

		5%

		



		

		

		

		



		MANAGEMENT

		

		

		



		Year in business

		5%

		5%

		



		Financial condition of risk

		5%

		5%

		



		Attitude – cooperative

		5%

		5%

		







Underwriter:	AIG Program Manager approval: 	

Date: 						Date: 	
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