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AIG Programs

Governance of Program Rating via Program Administrator Managed Operating Systems and Raters


Division 66 - AIG Programs has a number of Programs where our Program Administrators are either using their own non-AIG operating platforms for policy rating or “off-line” Excel raters to rate their policies on our behalf.    In these situations, we govern the review and product implementation processes as follows:
· Actuarial reviews all external raters for acceptability for all new Programs prior to approving for use. 
· When onboarding a new Program that will use their own operating/rating platform, a due diligence review will ascertain that this system is capable of rating our business in accordance with our rate filings/requirements and transferring the data to AIG via the data feed process. 
· Program Underwriting Authority Statements provide guidance for current policy forms and edition date approved for use (subject to changes provided by us), as well as rating rules, approved Program filings.  
· Programs website houses all Program Specific rate filings approved for use and available to PA.  PAs receive notification from Product Development of new Program Specific rate filings approved and uploaded.
· AIG Tables Management Group (TMG) sends a bi-weekly summary of ISO rate adoptions (and/or AIG Filings to adopt). 
· [bookmark: _GoBack]Compliance sends a monthly summary of AIG approved Loss Cost Multipliers (LCM), Expected Loss Ratios (ELR) and Package Modification Factors (PMF) by line and state. 
· Program Administrator Agreements and Program Underwriting Authority statements each explicitly reinforce the responsibility of the Program Administrator to maintain such operating system(s) in a manner to assure full compliance with our filings – as directed by us.
· Compliance maintains a listing of all Programs using their own policy rating platform or Excel rater to rate their policies. 
The Delegated Underwriting Authority (DUA) Global Framework, which provides best practices/governance when transacting business through a Program Administrator, includes the following Global requirement:
Conduct review of all approved Proprietary raters (that are not under our direct control or management) on a regularly scheduled basis, but not less than every twenty-four (24) months.  Suggest this review be concurrent with the MGA/Finance audit.   

Division 66 – AIG Programs has instituted an annual review/rater recertification process led by the Division 66 Actuarial team.  Under this process, Actuarial will perform the following:
· Review all Excel raters being used by Program Administrators and ensure they are compliant with our filed/approved rates (for admitted business) or with our underwriting/pricing guidance (for surplus lines business).
· Obtain rating output/worksheets for Program Administrators using their own operating/rating system to review and verify compliance with filed/approved rates (for admitted business) or with our underwriting/pricing guidance (for surplus lines business).
· Partner with the Underwriting Quality Review (UQR) team to review file-specific rating of Programs that are using their own operating system and/or Excel raters as part of the on-site review that is conducted.  Actuarial is responsible for identifying the Programs subject to such review and coordinating with UQR to participate in the review.
Upon conducting the above noted reviews, Actuarial will:
· Notify the AIG Programs CUO if any rating inconsistencies or issues are found and work with the CUO to immediately remediate any such concerns.
· Maintain a listing of the Programs for which raters/systems are reviewed (leveraging the inventory listing maintained by Compliance) with the results of their review.  For Programs in which the rater/system is deemed compliant, Actuarial will indicate the date for which the review was completed, the name of the reviewer and their “certification” that it meets AIG Programs compliance/requirements, etc.  
· Provide input to the UQR Review Team on the rater/system review and results/findings for the UQR report to be issued.  Actuarial will be responsible for ensuring that any PA response/remediation to rating specific findings sufficiently address and achieve the expected results.   In addition, Actuarial will provide an opinion relative to our ability to achieve the target rate (from AvE) based upon the current filing (which is incorporated into the PA system and/or rater).    
· Maintain review materials, documentation, findings etc. within the Div. 66 Shared Drive central repository. 
If a change in a proprietary rater is deemed necessary, Division 66 Actuarial will work with the PA to make the required changes to the rater and ensure they are done consistent with the Division’s rate plans/needs.
1. If the rater is maintained by AIG, Division 66 Actuarial will make the necessary change in the rater for the PA and test it to ensure it is working as expected.  If the rater is maintained by the PA, the PA will be required to make the change in the rater and Division 66 Actuarial will test it to ensure it is working as expected.
1. If the rater is for an admitted/filed product, all changes will need to be in full compliance with AIG’s rate filings in effect at the time and Actuarial will review/test rating changes to ensure this is the case.
1. If the rater is for a surplus lines/non-admitted E&S product, all changes will need to be in compliance with AIG’s underwriting guidelines and rating algorithms in effect at the time and Actuarial will review/test rating changes to ensure this is the case.

