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AIG PROGRAMS
100 Summer Street
19th Floor
Boston, MA 02110


Date: 04/08/2014
Title:  Maryland Notice of Recalculated Premium (ADMITTED BUSINESS ONLY) 
Recalculation of Premium During the Underwriting Period
Pursuant to revisions to Maryland’s Insurance Code Section 12-106 (effective October 1, 2013),  if an Insurer of personal insurance, commercial property or liability insurance discovers a material risk factor during the initial 45 day underwriting period the insurer may recalculate premium for the policy or binder (other than a renewal policy) based on the material risk factor as long as the risk continues to meet the underwriting standards of the insurer in accordance with the rates and supplementary rating information filed by the insurer.
· A “material risk factor” means a factor that:

1. was incorrectly recorded or not disclosed by the insured in an application for insurance;

2. was in existence on the date of the application; and

3. modifies the premium charged on the policy or binder in accordance with the rates and supplementary rating information filed by the insurer

· A “material risk factor” does not include:

1. information that constitutes a material misrepresentation; or

2. a change initiated by an insured, including any request by the insured that results in a change in coverage, change in deductible or other change to a policy.

Notice of Ability to Cancel or Recalculate the Premium
In order for an insurer to cancel a binder or policy, or recalculate the premium from the effective date of the policy during the underwriting period, notice of the insurer’s ability to do so must be provided at the time of application or when a binder or policy is issued.  Effective immediately, the Maryland Policyholder Notice 115185(3/14) is a mandatory attachment to all Maryland admitted policies. 
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This policyholder notice makes the insured aware that we reserve the right to recalculate premium if necessary in compliance with the statute.  If this policyholder notice is not on the policy we are not permitted to exercise this premium recalculation provision pursuant to the statute.  
Recalculation of Premium
To the extent a recalculation of premium is to be performed, the insurer shall provide written notice to the insured using the Maryland Notice of Premium Recalculation 117314 (2/14).
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This notice shall be sent no later than the end of the initial 45 day underwriting period by:

1. certificate of mailing; or

2. delivery by electronic means

Such notice may be sent to the policyholder with the policy, declarations page, or any other document that the insurer sends to the policyholder.

As this notice indicates, should an insured seek to terminate a policy following receipt of a notice of recalculated premium, any premium paid by the insured shall be refunded on a pro rata basis.

Both the mandatory Maryland Policyholder Notice 115185 (3/14) and the Maryland Notice of Premium Recalculation 117314 (2/14) have been uploaded into CoverAll in the Custom Forms Library for use.  The CoverAll team is currently working on making the mandatory Maryland Policyholder Notice 115185 (3/14) automatically attach to all admitted Maryland accounts.
For Programs utilizing proprietary systems, please implement these notices in accordance with the instructions outlined above.
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.  
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MARYLAND POLICYHOLDER NOTICE

Important Notice

This is to advise you, Insured, that we, the Insurer, may cancel the binder or policy or recalculate the premium from the effective date of the policy during the 45-day underwriting period.  The underwriting period begins on the effective date of the coverage.


115185 (3/14)
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MARYLAND NOTICE OF RECALCULATED PREMIUM

Policy No.:


This notice is to advise you, the Insured, that we, the Insurer, have discovered a material risk factor during the first 45 days of the policy period of the referenced policy.  The following material risk factor was either incorrectly recorded or not disclosed by you in your application for insurance:



[INSERT MATERIAL RISK FACTOR]

This factor was in existence on the date of the application and requires the recalculation of premium charged on the policy or binder in accordance with our filed rates and supplementary rating information.  The material risk factor warrants the recalculation of premium for the following reasons:

[INSERT REASON]


Amount of the recalculated premium:


You have the right to terminate the policy and receive a pro rata refund of any premium paid.

117314 (02/14)





