COMMISSION WORKFLOW FOR NSCC PARTICIPANTS

Sections

I. Non-Netted Initial Premium

II. Netted Initial Premium

III. Client Initiated Subsequent Premium

IV. Producer Initiated Subsequent Premium

V. Advances for Replacements

VI. Advance Reconciliation

VII. Carrier Initiated Commission Transactions

Parties:

Client

Producer

Distributor

NSCC 

Carrier

Assumptions:

1. Although both Carriers and Distributors may use Service Providers for data processing, they are not listed separately as part of the data model.

2. Trades are received in good order.

3. Carriers pay Distributors as opposed to Producer.

4. Each Distributor will have their own model to reflect when the Producer is paid commissions.

5. Trading Partners will negotiate use of optional fields including, but not limited to:

· Distributor Transaction ID 

· Broker ID (could reflect Team Split)

· Distributor Account ID

· Commission Options

6. Both Carrier and Distributor follow guidelines provided in the Suggested Usages Commission Basis Reason Codes List

7. Trading Partners will negotiate commission processing for team splits, i.e. single versus multiple transactions.

Recommendations:
1. Delete/Rebuilds: Internal events that will not generate money settlement should be suppressed by the carrier or at the very least passed in the same cycle.    An exception to this recommendation are zero settlement transactions which are used to report retained commission reconciliation.  

I.  Non-Netted Initial Premium
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1) Producer solicits trade from client

1a)
Passes trade to Distributor  or 

1b) Passes trade to Carrier with check 

2) Distributor posts pending trade and if applicable, assigns and passes Distributor Transaction ID, Broker ID, Distributor Account  ID and Commission Option.

2a) Passes trade directly to Carrier with check, wire or ACH or,

2b) Passes trade to NSCC for APP/SUB processing

3) NSCC passes trade to Carrier and performs Money Settlement as directed by Distributor.

4) Carrier posts trade, issues Contract, calculates commission and passes Commission transaction to NSCC (See Suggested Usages Commission Basis Reason Codes)

5) NSCC passes Commission transaction to Distributor and performs Money Settlement as directed by Carrier.

6) Distributor posts and reconciles commission payment.

II.  Netted Initial Premium
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1) Producer solicits trade from client and passes to Distributor.

2) Distributor posts pending trade, calculates and retains commission due and if applicable,  assigns and passes Distributor Transaction ID, Broker ID, Distributor Account  ID and Commission Option.

2a) Passes trade to NSCC for APP/SUB processing or, 

2b) Passes trade directly to Carrier with check, wire or ACH 

3) NSCC passes trade to Carrier and performs money settlement as directed by Distributor.

4) Carrier posts trade, issues Contract, calculates commission and compares result to amount retained by Distributor.  Carrier generates one of the following Commission transactions:

· Zero money settlement

· Chargeback for excess commission retained by Distributor

· Payment for under retained commission amount

Carrier passes Commission transaction to NSCC

5) NSCC passes Commission transaction to Distributor and performs Money Settlement as directed by Carrier.

6) Distributor posts and reconciles Commission payment

III. Client Initiated Subsequent Premium
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1) Client submits Subsequent Premium for existing Contract directly to Carrier.

2) Carrier posts trade, calculates commission and passes Commission transaction to NSCC.  Note: Most Distributors require Contract number be passed on Commission transaction.

3) NSCC passes Commission transaction to Distributor and performs Money Settlement as directed by carrier.

4) Distributor posts and reconciles Commission payment.

IV. Producer Initiated Subsequent Premiums

For Non-Netted Trades refer to Item I. Non-Netted Initial Premium

For Netted Trades refer to Item II. Netted Initial Premium

V.  Advance Commissions on Replacements
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1) Producer solicits Replacement from client 

1a) Passes Replacement information and estimated Premium to Distributor or, 

1b) Passes Replacement information and estimated Premium directly to Carrier.

2) Distributor posts Replacement and if applicable, assigns and passes Distributor Transaction ID, Broker ID, Distributor Account  ID and Commission Option.

2a) Passes Replacement to NSCC for APP/SUB processing or

2b) Passes Replacement directly to Carrier

3) NSCC passes Replacement transaction to Carrier.  No Money Settlement occurs.

4) Carrier pends Replacement, calculates an Advance based on estimated Premium, sends Replacement paperwork to surrendering company(s) and passes Commission Transaction to NSCC.

5) NSCC passes Commission Transaction to Distributor and performs Money Settlement as directed by Carrier.

6) Distributor posts and reconciles advance commission payment.

Assumptions:

Trading Partners will negotiate up front on how to handle Advances when multiple Contracts are being replaced by one Contract with respect to the following issues:

· Whether Carrier generates one aggregate Advance transaction versus multiple

· When does reconciliation of difference between ultimate settlement and initial advance occur?  (As each surrendering Carrier releases funds or after all carriers have released funds)

· Point at which Advance is generated (i.e. before or after receipt of paperwork).

· Point at which Advance Recoupment occurs due to non release of funds by surrendering Carrier

VI. Reconciliation of Commission Advance
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1) Carrier  Issues Policy 

1a) Carrier issues policy following receipt of funds from surrendering Carrier

1b) Carrier generates appropriate transaction:

· Chargeback for net adjustment

· Payment for net adjustment

· Zero net settlement

2) Carrier does not Issue Policy

2a) Carrier does not issue Contract due to receipt of funds below product minimums or lapse of time allotted for release of funds from surrendering Carrier.

2b) Carrier generates Full Advance Recoupment transaction

3) Carrier passes Commission transaction to NSCC.

4) NSCC passes Commission transaction to Distributor and performs Money Settlement as directed by Carrier.

5) Distributor posts and verifies Commission payment.

VII. Carrier Initiated Commission Transaction
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1) Client initiates commissionable event for Death Claims, Full or Partial Surrenders or Cancellations.

2) Carrier triggers commissionable event for Asset-Based Trails or Renewals, Commission Transaction is created and passed to NSCC.

3) NSCC passes Commission transaction to Distributor and performs Money Settlement as directed by Carrier.

4) Distributor posts and verifies Commission payment.
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