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DATE

PA Contact

PA Name 

PA Address

Re:
[insert name of Program]
Dear NAME:

The programs division of AIG Property Casualty U.S., Inc. (“AIG Programs”) is pleased to submit this letter of intent (the “Letter of Intent”) to PA NAME. The purpose of this Letter of Intent is to set forth certain nonbinding understandings between the parties and outline the principal terms of the proposed NAME OF PROGRAM (the “Program”).

AIG Programs and PA NAME recognize that, in order to effectuate the Program, AIG Programs will require (i) further documentation, filings and approvals, (ii) the development of written underwriting guidelines for the Program, (iii) certain filings as required by state regulatory authorities, and (iv) the preparation and execution of a formal program administrator agreement (the “Program Administrator Agreement”) which shall solely govern the terms and conditions pursuant to which PA NAME will act as a Program Administrator for certain member companies of American International Group, Inc. (“AIG”). 
This Letter of Intent is intended only as a summary of the basic terms and conditions for the Program and is not intended to define or describe all aspects of the Program.  Further, AIG Programs and PA NAME understand and expressly agree that this Letter of Intent is not intended to be, nor shall it constitute in any way, a contract or binding legal agreement, or impose any enforceable obligation or duty on either party.  AIG Programs and PA NAME shall not be obligated to each other unless and until a Program Administrator Agreement is signed by both parties, the terms and conditions of which shall govern the Program.  

The principal features of the Program shall include the following: 

Scope of Program:

The Program will provide [insert lines of business] for [insert classes of risk].  

Classes of Business:

This Program will provide coverage for the following classes of business:

LIST CLASSES OF BUSINESS (No need to include NAIC Codes/SIC Codes unless necessary)
[Example: This program will provide general liability, professional liability, property, inland marine and commercial auto coverage for family-style restaurants.]
Premium Expectations:

PA NAME and AIG Programs expect the Program to generate to following premium during the first three years:
Year One:

Year Two:

Year Three:

AIG Programs will monitor the premium production and work with PA NAME to meet and exceed the premium expectations.  If the Program fails to meet premium expectations, AIG Programs reserves to the right to exercise any corrective action in accordance with the Program Administrator Agreement.
Geographic Territory:

The geographic territory for this Program will be TERRITORY.  

Lines of Coverage:

The Program will provide the following lines of coverage at the limits set forth below on an [admitted]/[non-admitted] basis [choose one or indicate both].  If PA NAME wants to place any insurance in excess of such limits, PA NAME must obtain AIG Programs’ written approval.
	Line of business
	Limits (Admitted)
	Limits (Non-Admitted)

	
	
	

	
	
	

	
	
	

	
	
	


Coverage Notes:

Terrorism Coverage – The Program provides Terrorism coverage automatically as part of the [insert coverage names] coverage[s].  AIG Programs does not require insureds to sign a statement accepting or rejecting TRIA and its coverages.  AIG Programs does not remove terrorism coverage from the policy.

Property – DESCRIBE PROPERTY FORM AND ANY ENHANCEMENTS USED IN THE PROGRAM [Example: The program will use proprietary AIG Programs property forms] 

Automobile – DESCRIBE AUTO COVERAGE AND ANY ENHANCEMENTS [Example: The program will use ISO business auto forms]

General Liability – DESCRIBE GENERAL LIABILITY COVERAGE FORM, ENHANCEMENTS, AND EXCLUSIONS. [Example: The program will use ISO commercial general liability forms]

DESCRIBE ANY OTHER LINE OF BUSINESS AND HOW COVERAGE WILL BE PROVIDED.
NOTE:  We should resist the temptation to put form numbers/editions in the Letter of Intent, because if we change our mind, it will be more difficult to retract.

Underwriting Authority Statement:
The underwriting authority statement for the Program will address, among other things, acceptable classes of risk, policy limits and available coverages.
Rating Approach:
DESCRIBE RATING APPROACH HERE BY LINE.  
[EXAMPLE: Our rating approach is ISO-based for Automobile, General Liability and Inland Marine.]
Rating and Policy Issuance System:
DESCRIBE RATING SYSTEM:  COVER-ALL OR PA’s SYSTEM.

[EXAMPLE:  AIG Programs will provide PA NAME with access at no charge to the Cover-All rating and policy issuance system for rating, quoting and issuing policies.  The Cover-All system is ISO-compliant, and includes the ability to write on an admitted and non-admitted basis.  AIG Programs may, upon request, allow PA NAME to use a proprietary rating system, provided that such system meets AIG Programs’ qualifications.  If PA NAME chooses to use a proprietary system, such system must be ISO-compliant (if required by AIG Programs).  PA NAME is responsible for developing and providing, at its own expense, AIG-compliant premium feeds to AIG Programs on a monthly basis.  The rating system used by PA NAME must be fully operational and approved by AIG Programs within ninety days of the date on which the first policy is bound pursuant to the Program.   
Automobile coverage will be issued on a monoline admitted policy. [NOTE: use this sentence only if auto is provided] 
Claims Handling:

DESCRIBE CLAIMS HANDLING

Claims will be handled through AIG Claims. 
Loss Control:

DESCRIBE LOSS CONTROL SERVICES HERE AND WHO WILL PROVIDE THEM 

Commissions:

	Line of Business 
	Commission

	General Liability
	%

	Auto
	%

	Property
	%

	Inland Marine
	%

	Umbrella
	%

	Professional Liability
	%

	Crime
	%

	
	


Remittance of Premium and Premium Accounting:

PA NAME shall remit premiums within 45 days after the close of the month in which coverage was bound.  The remittance and accounting must be electronic and shall include all policy premiums, including Additional Premiums, Return Premiums, and Endorsement Premiums.  AIG Programs will work with PA NAME to have the proper account current feed built at PA NAME’s expense.  Such feeds must be fully operational and approved by AIG Programs within ninety days of the date on which the first policy is bound pursuant to the Program.
PA NAME must establish a separate bank account for premium funds.  Subject to financial underwriting, AIG Programs may also require PA NAME to establish a premium account control agreement between AIG Programs, PA NAME and its bank.  

Management Information:

To facilitate the successful operation of the Program, PA NAME must routinely provide such pertinent information relating to the performance of the Program as AIG Programs shall request from time to time, in a format acceptable to AIG Programs.  Such information shall include, without limitation, monthly reporting of renewal retention, rate change, and other key performance indicators as required to track production and profitability for the Program.

Services Available to PA NAME:

AIG Programs will make the following services available to PA NAME:

· A designated Program Manager

· AIG Systems Training

· Cover-All Support

· Online Underwriting and Program Administrator Manuals

· Underwriting bulletins regarding topical issues and state regulatory changes

· Access to Choicepoint for MVR’s

· Access to ISOTel for ISO-Specific Property Rates 

· Annual Program-specific loss triangles 

To indicate PA NAME’s acceptance of this non-binding Letter of Intent, please sign where indicated below and return it to my attention via email or overnight delivery.  This letter may be executed by PA NAME and AIG Programs in counterparts, each of which shall be an original, but all of which shall together constitute one instrument.  If AIG Programs does not receive a signed copy of this letter by [INSERT DATE – and actually write out the date, n0 xx/xx/xx], it will assume that PA NAME has no further interest in pursuing the Program.

Very truly yours,

Must be signed by an officer within Lexington – e.g.,. PLMs, COO, etc
[Insert Title]

[AIG Programs]
AGREED AND ACKNOWLEDGED BY:

PA NAME
By:  ___________________________________

Title: __________________________________ 

Date:  _________________________________

CC:       Insert all necessary internal cc’s
99 High Street

Boston, Massachusetts 02110 
Edition: 7/1/14
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