[image: image1.png]



Procedures for Qualifying an Intermediary


Prior to using the facilities of a new intermediary, a business case must be presented to the Executive Vice President or President as to why the new intermediary is needed.  Our goal is to limit the number of brokers being used by the agency.  If the markets can be accessed by existing broker relationships, staff should be directed to appropriate broker rather than initiating a new broker relationship.  
If approved, Business Development will request a brokerage contract from the intermediary.
BROKERAGE CONTRACT
Business Development will review the contract using the Independent Insurance Agents of America MGA/Broker Contract Checklist and complete the Review of Intermediary Contract form. Special attention shall be given to the following contract terms:
A. Hold Harmless.  The contract should contain a bi-lateral hold harmless clause.  Under the terms of this agreement, the agency holds the intermediary harmless for the agency's acts, errors or omissions and the intermediary holds the agency harmless for its acts, errors or omissions.
B. Errors and Omissions Insurance.  Some contracts require the agency carry Errors and Omissions insurance for specified limits of liability.  The contract should also require the intermediary to carry Errors and Omissions insurance and Fidelity (Employee Dishonesty) insurance as follows:

a. Intermediary’s Errors and Omissions limits must be at least equal to those carried by Atlas ($10,000,000).  Insurance carrier must have Best’s Rating of B+VII or better.
b. Intermediary’s Fidelity (Employee Dishonesty) limits must be at least  $1,000,000.

A certificate of insurance will be obtained to verify coverage is in place.  A diary will be set up to follow-up for renewal certificate 2 weeks prior to renewal of intermediary’s policies.
C. Intermediary agrees that Atlas has the right to retain any interest earned on premiums collected per HRS 431:9A-123.5. If not contained in the contract, a letter must be obtained with a signed acceptance from the intermediary.
D. Additional Assumption of Liability.  Any other conditions of the contract that impose additional assumptions of liability upon the agency beyond those normally assumed in a standard contract between an agency and a company shall be identified and noted.
Business Development will also:
A. check Insurance Division website to confirm intermediary is properly licensed as a surplus lines broker. 
B. send a letter advising intermediary that Atlas has a standard of using carriers with a minimum Best’s rating of B+ VII or higher and only quotes from carriers meeting that standard should be provided to our staff.  HOWEVER, it is still Atlas’ responsibility to check that quotes are from carriers that meet minimum standards.
C. confirm that intermediary will handle payment of surplus lines tax if any non-admitted insurer is used.
Following the review of the contract by Business Development:
1. The completed Review of Intermediary Contract form and a copy of the contract will be given to person designated by Executive Vice President to review and add comments and recommended changes.
2. Business Development will work with the broker to request any changes as necessary.  Responses will be duly noted and the form and contract will be given to the Executive Vice President or President for approval and signature. 
3. Atlas will not conduct business with Intermediaries that have no contracts in place.  If access is required due to a special situation for an important client, a business case must be presented in writing and sign-off from both the President and Executive Vice President is mandatory.  Review of Intermediary Contract form must still be completed and all relevant items completed including exception write-up.
4. New Payee code must only be set up after contract is signed unless authorized by the President and Executive Vice President per #3 above.  

5. If no contract is in place and approval is given, payee code will be set up but immediately closed once policy is set up in Sagitta and invoicing is completed.  Each transaction will be reviewed and payee code will be opened only when reviewed and approved by Executive Vice President.
6. Any subsequent name change for any intermediary must be approved by Executive Vice President before implementing in Sagitta.  Addendum to contract should be requested if new contract is not signed.
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