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AIG PROGRAMS
99 High Street
Boston, MA 02110
Internal Bulletin


TITLE:		Delegated Underwriting Authority - UPDATE

[bookmark: _GoBack]TO:		Division 66 Staff				Date:   7/19/2018

FROM:		William C. Harris

EFFECTIVE:	Immediately 

Introduction
This Division 66 AIG Programs Internal Bulletin serves to memorialize what needs to be communicated to our US Programs colleagues as respects the current state of Delegated Underwriting Authority (DUA) arrangements at AIG.  Also included is a revised summary of the “guiding principles” of how we will choose each Program Administrator (PA) we will partner with going forward.

Requirements

POINT ONE:	Until otherwise communicated, all new and renewal DUA arrangements will require approval from Tom Bolt, Global CUO.  This concept was approved by AIG’s Board of Directors this week and is consistent with how AIG is handling DUA arrangements outside of the US.  It was also decided that we will no longer issue any multi-year policies in the DUA space, so any agreements currently in place must sunset at expiration.  Tom has committed to securing the necessary resources and developing protocols to respond to each referral on a timely basis.  I do not expect this to be an administrative burden for the US Programs team given the continuous nature of our existing PA agreements that do not include annual renewal dates, and the fact that we will likely not be growing the portfolio with more than one or two new, best in class programs in the next twelve to eighteen months.

POINT TWO:	It is critical that we are aligned with the “best of the best” PAs, with proven track records, and that our financial interests are aligned.  To that end, our target PA profile and partners will exhibit the following characteristics.  Exceptions to these requirements will be considered on a case by case basis.

        Any new program will be required to have a minimum of $5M in profitable GWP, with a clear path to profitably scaling the business.

        All existing programs should also be at or above $5M in GWP.  Those that are not at that GWP level must be achieving their C/R and rate need targets and are delivering on tailored plan to achieve the minimum GWP threshold by Y/E 2019.

        Any program not currently achieving their target C/R or rate need targets must be on a tightly managed improvement plan and show clear evidence by Y/E 2018 that that they are achieving their pre-determined C/R and rate need targets.

        As noted above, all new and renewal programs will require Tom Bolt approval for the foreseeable future.  Eventually, underwriting authority to be released back to the business.

        To align financial interests, our target PA partners will have some skin in the game via a sliding scale commission (with us potentially collateralizing the downside) and / or the sharing of underwriting risk via an owned captive, or by renting a share of an AIG cell captive company.

        We will consider programs that are pure front (100% loss sensitive) arrangements.

        Each program must stand on its own merits.

        All target PA clients must exhibit a unique distribution channel or value proposition, have a minimum of five years in business, be financially strong, have an ability to provide very good data, demonstrate a clear path for sustained profitable growth, and align with the strategic objectives of AIG’s core businesses.


Any questions on the above information should be directed to Bill Harris.  Thank you.	
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