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AUGUST 2021 UPDATE

1. On February 2019 the Division 66 Program Administrator Surplus Lines Licensing Tracking & Remediation Process & Quarterly Review Standard Operating Procedure (SOP) was created.  Please review this document attached below to understand the history & purpose of this process.  The original process omitted reviewing Surplus Lines policies that were processed through NexGen (now referred to as the Majesco Policy System (MPS)) because MPS contains an edit that verifies that the Surplus Lines license being used is valid.  While this edit does verify that the license is valid with respect to the Home State being input into MPS, it does not ensure that the Home State is valid for the Insured’s actual Home State.  Also, the original process did not include policies manually input through the AIG PPS system.  These policies are now being reviewed for accuracy.    

Please note the August updates to this procedure are noted in RED type below.


INITIAL TRACKING & REMEDIATION PROCESS

2. Identify and catalogue all Division 66 active Programs writing Surplus Lines business.  As noted above, ALL programs writing Surplus Lines business should be included in this review.  Programs transmitting data to us via iFeed (MGA) as well as PPS input policies and MPS policies.  This Surplus Lines Policy information can be found in the CRUIS POLICY REPORT under the PREMIUM ANALYSIS / PRODUCTION tab.  In addition to the standard reporting data such as Insured Name, Inception Date, Expiration Date, Writing Company (only Lexingtion & AIG Specialty), Producer Name, Written Premium, etc., the report should also include the following data fields:
· SLA LIC NO
· NJ SLA NO
· NJ PLACE YR
· NJ SEQ NO    

The Surplus Lines information including the quarterly reports regarding these Programs is now located in an Excel spreadsheet on the US Programs SharePoint Site in the Compliance link in the Producer Licensing & Appointment Folder as DIV 66 PA LISTING AND LICENSING TRACKER.

3. For all Programs identified in step #2, review the most recent set of Underwriting Authority documents.  The purpose of this review is to identify and document the AIG writing companies being utilized (Lexington Insurance Company and/or AIG Specialty Insurance Company) and the states/jurisdictions available to each Program.

4. In addition to reviewing the Underwriting Authority documents outlined in step #3, review the Program Administrator (PA) contract and any associated addenda to the contracts.  This will help identify any recent updates or potential conflicts between the Underwriting Authority documents and the PA Contracts and addenda.

5. Identify the “key” individual producers and entities responsible for placing business and filing the State Surplus Lines taxes and fees under the Program.  Generally speaking, the majority of the “key” individual producers are employed by the PA, however, in certain instances, a sub-agent or their sub-agency may be used to file the State Surplus Lines taxes and fees.  The selection criteria for determination of “key” individual producers and entities are based upon several sources of information:

· The signatory for the PA Contract.
· The signatory for the Underwriting Authority document.
· The signatory for any recent PA Addendum.
· Division 66 Program Manager or Product Line Manager input.
· CRUIS reports identifying Surplus Lines licenses used for business. 

6. A spreadsheet was created to document the licensing information associated with each of these PA’s.  The 51 states/jurisdictions are listed as the rows.  The PA entity (agency license) and the key individual producers (individual licenses) being reviewed are listed as the columns.  Color coded into the individual cells of this spreadsheet is the information previously provided by the Surplus Lines Reporting areas identifying the states/jurisdictions where either the PA entity (agency) or an individual producer are required to file the State Surplus Lines taxes and fees.  The State Surplus Lines license information is embedded within each cell of the spreadsheet.  The majority of this information can be obtained by accessing the AIG Surplus Lines Filing System (SLFS) and using the “SL License Validation” function under the “TOOLS” dropdown menu.  Essentially, the spreadsheet template illustrates where each State Surplus license can be used to file taxes / fees. 

7. The SLFS is used to verify and document existing Surplus Lines licenses for both the agency and individual(s), where required.  Once completed, the spreadsheet indicates where there may be potential gaps in meeting State Surplus Lines filing requirements (noting that we use the term “potential gaps” because while a PA may not be allowed to either write in a particular jurisdiction, pursuant to their PA Contracts and/or Authority document, they may not be actively writing business in a given state).

8. A PA Program specific CRUIS report using the specific PA Producer Code and selecting information noted in item #2 above is reviewed which shows ALL the Surplus Lines business written during the previous 12-month period.  The report further details this premium information by State and shows the State Surplus Lines license for each policy.  The licenses are compared to the spreadsheet developed in step #6 above.  Any unknown licenses are checked against the SLFS system.  Valid licenses are inserted into the spreadsheet.  Invalid licenses are documented and included in the email correspondence to the responsible individual at the PA’s office in order to obtain an explanation.  Possible explanations include:

· The AIG SLFS system has not yet been updated to include this valid Surplus Lines license.
· The license was transmitted incompletely or incorrectly and the PA will supply us with the correct license and also correct the MGA feed on future transmissions.
· A valid entity Surplus Lines license was transmitted, however the State in which the taxes and fees were filed requires that an individuals’ Surplus Lines license be used for filing.  The PA will need to correct this State filing and supply us with the valid license being used.
· The actual Home State of the Insured differs from the valid Surplus License and state input via MPS or PPS.

9. Once the CRUIS report has been reconciled, an email correspondence is sent to the responsible individual at the PA.  The email correspondence explains the purpose of the Surplus Lines license tracking and includes a copy of the Program spreadsheet created in step #6.  It also contains a policy level detailed list of ALL the transactions containing unresolved licensing issues. (See the generic PA email communication reviewed by AIG Legal).    

QUARTERLY REVIEW PROCESS

1. After the Initial Tracking and Remediation Process, AIG Programs will review each qualifying Program on a quarterly basis.  This would also include any new qualifying PA’s and / or Programs that would be subject to a process similar to the Initial Tracking and Remediation Process and added to the spreadsheet.  

2. The quarterly review essentially consists of steps #8 & #9 from the Initial Tracking and Remediation Process outlined above.  The CRUIS report should contain the specific Program policy detail data identified in step #2 above.  This report should capture data starting from the day after the last quarterly review to the present date.  

3. The PA’s Underwriting Authority Documents, recent Addendum and any other recent PA correspondence of note (i.e. PA Termination Letters, etc.) are reviewed for changes that would effect their current licensing requirements.

4. Once the quarterly email correspondence has been distributed to the PA, any feedback or correspondence received from PA are acted upon and recorded on the spreadsheet. 
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