NOTICE OF MEETING
GOVERNING COMMITTEE
A meeting of the Governing Committee will be held virtually via Zoom video conferencing
software, on
FRIDAY, DECEMBER 4, 2020 AT 11:00 A.M.
If you plan to attend this meeting and are not a member of this Committee, please RSVP by
completing the Visitor Security Form located in the Contact Us/Visitor Information section of CAR’s
website. CAR will then forward to you, via email, meeting access information. Please do not share access
information provided by CAR, but refer others wishing to attend the meeting to CAR's Visitor Security
Form.
MEMBERS OF THE COMMITTEE
Mr. Thomas C. DePaulo – Chair
Cabot Risk Strategies, LLC
Ms. Pamela L. Bodenstab-Krynicki
Ms. Elizabeth B. Brodeur
Ms. Ida Denard
Ms. Gail Eagan
Mr. Thomas A. Harris
Mr. Christopher Jarrard
Mr. John V. Kelly
Mr. M. John Olivieri, Jr.
Ms. Kellie A. Thibodeau
Ms. Meredith M. Woodcock
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P.L. Krynicki Insurance Agency, Inc.
Safety Insurance Company
Denard Insurance Agency, Inc.
Arbella Insurance Group
Quincy Mutual Group
GEICO
MAPFRE U.S.A. Corporation
J.K. Olivieri Insurance Agency, Inc.
The Hanover Insurance Company
Liberty Mutual Group
AGENDA

Transcript of Previous Meeting
The Transcript of the Governing Committee meeting of June 17, 2020 should be read and approved.

GC
20.03

CAR Conflict of Interest Policy
The Chair will read a statement relative to CAR’s Conflict of Interest Policy.
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President’s Report
Commonwealth Automobile Reinsurers’ President will report on matters affecting CAR.

GC
20.05

Counsel’s Report

Commonwealth Automobile Reinsurers’ counsel will report on pending litigation, CAR Rule
changes and any other matters relevant to legal issues at CAR.
GC
20.06

Commercial Automobile Committee

The Governing Committee will hear the reports of the Commercial Automobile Committee
meetings of July 15, 2020, August 11, 2020 and October 23, 2020.
The Records of the Commercial Automobile Committee meetings of July 15, 2020, August 11,
2020 and October 23, 2020 are attached. (Docket #GC20.06, Exhibit #5, Exhibit #6 and Exhibit #7)
The Records of the Commercial Automobile Committee meetings of July 15, 2020, August 11,
2020 and October 23, 2020 have been distributed and are on file.
GC
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Compliance and Operations Committee

The Governing Committee will hear the reports of the Compliance and Operations Committee
meetings of September 2, 2020, October 8, 2020 and November 5, 2020.
The Records of the Compliance and Operations Committee meetings of September 2, 2020,
October 8, 2020 and November 5, 2020 are attached. (Docket #GC20.07, Exhibit #3, Exhibit #4 and Exhibit
#5)
The Records of the Compliance and Operations Committee meetings of September 2, 2020,
October 8, 2020 and November 5, 2020 have been distributed and are on file.
GC
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Financial Audit Committee

The Governing Committee will hear the report of the Financial Audit Committee meeting of August
26, 2020.
The Records of the Financial Audit Committee meeting of August 26, 2020 are attached. (Docket
#GC20.08, Exhibit #2)
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The Records of the Financial Audit Committee meeting of August 26, 2020 have been distributed
and are on file.
GC
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Joint Actuarial Commercial Lines Committee

The Governing Committee will hear the reports of the Joint Actuarial Commercial Lines
Committee meetings of July 16, 2020 and November 12, 2020.
The Records of the Joint Actuarial Commercial Lines Committee meeting of July 16, 2020 are
attached. (Docket #GC20.11, Exhibit #3)
The Records of the Joint Actuarial Commercial Lines Committee meeting of July 16, 2020 have
been distributed and are on file.
The Records of the Joint Actuarial Commercial Lines Committee meeting of November 12, 2020
will be distributed as additional information prior to the meeting.
GC
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Loss Reserving Committee

The Governing Committee will hear the reports of the Loss Reserving Committee meetings of
September 2, 2020 and December 2, 2020.
The Summary of the Loss Reserving Committee meeting of September 2, 2020 is attached.
(Docket #GC20.12, Exhibit #3)
The Records of the Loss Reserving Committee meeting of September 2, 2020 have been distributed
and are on file.
The Summary of the Loss Reserving Committee meeting of December 2, 2020 will be distributed
as additional information prior to the meeting.
GC
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Actuarial Committee

The Governing Committee will hear the reports of the Actuarial Committee meetings of August 5,
2020 and October 14, 2020.
The Records of the Actuarial Committee meetings of August 5, 2020 and October 14, 2020 are
attached. (Docket #GC20.13, Exhibits #2 and #3)
The Records of the Actuarial Committee meetings of August 5, 2020 and October 14, 2020 have
been distributed and are on file.
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Commercial Program Oversight Committee

The Governing Committee will hear the reports of the Commercial Program Oversight Committee
meetings of July 28, 2020 and October 15, 2020.
The Records of the Commercial Program Oversight Committee meetings of July 28, 2020 and
October 15, 2020 are attached. (Docket #GC20.14, Exhibits #3 and #4)
The Records of the Commercial Program Oversight Committee meetings of July 28, 2020 and
October 15, 2020 have been distributed and are on file.
GC
20.15
2020.

Budget Committee
The Governing Committee will hear the report of the Budget Committee meeting of September 3,

The Records of the Budget Committee meeting of September 3, 2020 are attached. (Docket
#GC20.15, Exhibit #1)
on file.

The Records of the Budget Committee meeting of September 3, 2020 have been distributed and are

Other Business
To transact any other business that may properly come before this Committee.
Executive Session
The Governing Committee may convene in Executive Session in accordance with the provisions
of G.L. c. 30A, § 21.
NATALIE A. HUBLEY
President
Attachments
Boston, Massachusetts
November 19, 2020
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RECORDS OF MEETING
COMMERCIAL AUTOMOBILE COMMITTEE – JULY 15, 2020
Members Present
Mr. John Olivieri, Jr. – Chair
Ms. Kristina Broskey
Mr. Peter Chung
Ms. Sheila Doherty
Ms. Mary McConnell
Ms. Sharon Pontes
Ms. Stephanie Seibold
Mr. Thomas Skelly, Jr.
Mr. Barry Tagen
Mr. David Zawilinski

J.K. Olivieri Insurance Agency, Inc.
MAPFRE U.S.A. Corporation
The Norfolk & Dedham Group
Doherty Insurance Agency, Inc.
Safety Insurance Company
Acadia Insurance Company
The Hanover Insurance Company
Deland, Gibson Insurance Associates, Inc.
Pilgrim Insurance Company
Arbella Insurance Group

Substituted for:
N/A
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Commercial
Automobile Committee meeting of May 19, 2020. The Records have been distributed and are on file.
19.05

Commercial Residual Market Issues

Ms. Wendy Browne reported that at today’s meeting, the Committee will continue to discuss ride
sharing and short term rental issues in the commercial residual market. Additionally, she noted that the
non-ownership liability coverage and vehicle operations outside of MA included in the market issues list
have been addressed in the white paper being developed by the Joint Actuarial Commercial Lines
Committee.
19.14

Agent Commissions

At its last meeting, the Committee continued discussing Massachusetts Association of Independent
Agents (MAIA) concerns relative to commissions paid on ceded commercial policies, and agreed that the
current process can be improved upon with the development of a simpler, consistent and more market
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appropriate approach. Members agreed that having differing commission rates among classifications could
be problematic from a Servicing Carrier’s IT perspective and the consensus of the Committee was to
develop some consistency from a commission standpoint going forward. The Committee also agreed that
additional time was needed to properly evaluate this issue and requested that the Servicing Carriers on the
Committee further consider that question, and be prepared to offer a recommendation at the next meeting.
Ms. Natalie Hubley indicated that following the last meeting, CAR received feedback from three
of the four Servicing Carriers relative to this issue and all were in agreement that implementation of a tiered
commission schedule would be costly in terms of both dollars and resources required. She noted that the
Servicing Carriers do not believe that a tiered schedule is a feasible option. She also stated that if the
Committee was in agreement that a consistent commission rate be implemented, members may also want
to discuss whether the taxi, limousine and car service classifications should be provided with the same
commission rate as the other classes. Several Committee members indicated that as different commission
rates are currently programmed for the taxi, limousine and car service business, it would not be problematic
for those rates to continue to vary from the other commercial classes.
Ms. Hubley further noted that Servicing Carrier concerns also included whether there should be a
separate commission rate for buses. Mr. Barry Tagen stated that as there are approximately 72 different
bus classes, developing a different rate for each class would be especially expensive from a programming
perspective. Members agreed that even though the commission rate may be higher for that particular class
of business, the complexity involved in programming it to provide for a separate rate would not outweigh
the additional commission that may be paid on that business.
Noting a current taxi commission rate of 7.69%, a limousine rate of 3.61%, a car service rate of
2.37%, and an all other commercial classes rate of 8.34%, the Committee considered various options,
including a consistent 5% rate for the taxi, limousine and car service classes and a flat percentage rate for
all other classes, or to simply leave all the current percentages as is. Mr. Nick Fyntrilakis, representing
MAIA, stated that the agent’s association is advocating for a consistent commission rate to be implemented,
which would provide continuity from one year to the next. Keeping the current rates in place would be the
simplest approach, and noted that a significant amount of research and due diligence has gone into the
development of the recently adopted commission rates, which were previously approved by both the
Governing Committee and the Division of Insurance. He further urged the Committee to avoid
consideration of a reduction in any of the existing rates, including the taxi rate, stating that he would not
advocate for a reduction anywhere in the current taxi rate structure.
On a roll call vote, with eight in favor and one abstention, the Committee approved a
recommendation to the Governing Committee that, beginning with CAR’s next rate filing, the current
commission rate of 8.34% of premium be filed for all classes except for the taxi, limousine and car service
classes. Over the upcoming year, it is anticipated that further discussion will take place relative to whether
to incorporate taxi, limousine and car service vehicles into the Commercial Automobile Program and a
review of the taxi, limousine and car service commission rates would be addressed at that time.
20.04

Short Term Lease Coverage

Ms. Hubley summarized this issue for the Committee, noting that CAR rules do not afford physical
damage coverage for those vehicles insured under a short term lease agreement. Historically, the risk would
purchase physical damage coverage for the vehicle from the rental company leasing the vehicle to the risk.
However, since many rental companies are now no longer offering physical damage coverage for vehicles
leased on a short term basis, risks are finding ways to circumvent the rule and obtain physical damage
coverage by having the rental company write a long term rental agreement. The vehicle is then listed on
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the policy in order to obtain physical damage coverage and when the vehicle is no longer needed, the lease
agreement is terminated.
She noted that previous Committee discussion focused on whether physical damage coverage on
short term leased vehicles should be available in the residual market and, if so, a method for appropriately
pricing this coverage would require further exploration. She suggested that, in order to provide staff with
direction on how to proceed on this issue, the Committee should continue its discussion relative to the
handling of these exposures. Accordingly, the Committee should further evaluate whether physical damage
coverage should be allowed for short term leased vehicles, requiring enhancements to CAR rules and the
development of an appropriate rate. Or, if the Committee agrees to recommend no change to the current
rules, CAR will consider whether the introduction of a lease cancellation fee or a minimum premium would
be appropriate.
After some discussion, the consensus of the Committee was that since this coverage is not offered
in the voluntary market or in other residual markets, the current rules appear to be appropriate. However,
since risks have clearly discovered a way to circumvent the system, it may be beneficial to look at the issue
from a rating perspective and consider development of a minimum premium or short term rate provision
for this coverage, and requested CAR to continue to work with the Joint Actuarial Commercial Lines
Committee to address this issue.
20.05

Transportation Network Services Coverage (TNC)

Ms. Hubley provided the Committee with an update relative to this issue, and referenced the
overview document previously prepared by staff that provided information relative to the types of TNC
services offered and identified associated residual market considerations. She noted that in order to fully
understand the extent that non-fleet private passenger type vehicles are being used in these activities, staff
requested feedback from each of the Servicing Carriers and the agent’s association. It was the consensus
of the Committee that TNC activity had become pervasive in the market. Additionally, in order to assure
that members are clear on the differing coverage considerations within the various phases of the TNC
operations, and specifically with respect to ride-hailing services, and in order to provide the Committee
with as much information as possible to determine what coverages are appropriate for the residual market,
staff has reached out to counsel for further interpretation of coverage availability through the TNC provider.
Discussion relative to this issue will continue at a future meeting.

MARIAN ADGATE
Corporate Documentation Specialist

Boston, Massachusetts
August 7, 2020
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RECORDS OF MEETING
COMMERCIAL AUTOMOBILE COMMITTEE – AUGUST 11, 2020
Members Present
Mr. John Olivieri, Jr. – Chair
Ms. Kristina Broskey
Ms. Annmarie Castonguay
Ms. Sheila Doherty
Mr. Bryan Hurwitz
Ms. Mary McConnell
Ms. Sharon Murphy
Mr. Thomas Skelly, Jr.
Mr. Barry Tagen
Mr. David Zawilinski

J.K. Olivieri Insurance Agency, Inc.
MAPFRE U.S.A. Corporation
The Hanover Insurance Company
Doherty Insurance Agency, Inc.
The Norfolk & Dedham Group
Safety Insurance Company
Acadia Insurance Company
Deland, Gibson Insurance Associates, Inc.
Pilgrim Insurance Company
Arbella Insurance Group

Substituted for:
N/A
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Commercial
Automobile Committee meeting of July 15, 2020. The Records have been distributed and are on file.
19.05

Commercial Residual Market Issues

Ms. Wendy Browne indicated that at the previous meeting, the Committee had determined that a
premium approach was the best solution for resolving the short term rental issue and thus the status of this
item should reflect that it has been referred to the Joint Actuarial Commercial Lines Committee and the
AIB for evaluation. She then reported that five recommendations included in the Servicing Carrier Annual
Reports were referred to this Committee by the Commercial Program Oversight Committee. She requested
the Committee to provide input on whether these recommendations should be added to the commercial
market issues list and, if so, indicate their priority. The five recommendations include; 1) a review of the
validation standards for radius and geographic classification for certain risks, as set forth in Bulletin No.
1075, potentially limiting those procedures to bus and TTT classes only, 2) the development of a rule to
require a risk to maintain an owner-operator on a policy for at least six months or be required to carry
Trucker Cost of Hire coverage, 3) a review of the Garage Keepers coverage form to ensure consistent
application among Servicing Carriers, 4) the clarification of the situation where a vehicle with a GVW of
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10,000 pounds or greater, is not eligible for placement through the MAIP, but is not used for commercial
operations and therefore has no home in the residual market and 5) the addition of further opportunities to
enhance the producer management program. Ms. Browne indicated that the last recommendation could
potentially be rolled into the Producer Management Program issue that is currently contained on the
Committee’s existing list of issues.
The Committee agreed that all items as referred by the Compliance and Operations Committee be
added to the commercial issues list, and suggested that the recommendation to review the standards for
validating radius and geographic classification be given a higher degree of priority since this issue will have
an impact on current procedures.
19.09

Review of Additional Insureds

Mr. John Metcalfe stated that the additional insured endorsement, as previously discussed and
approved by CAR’s committees and placed on file by the Division of Insurance, requires further
clarification relative to its handling and issuance. He noted that the current Manual Rule language indicates
that the producer would submit the additional insured endorsement to the Servicing Carrier. However, the
language needs further clarification to reflect that a producer may submit a request to the Servicing Carrier
to add an additional insured to the policy, and it is the Servicing Carrier’s responsibility to process and issue
the endorsement. He also indicated that the endorsement form is currently available on CAR’s website,
with access to all users, so it will be necessary for staff to update access to the form to only those company
users with a valid user ID and password.
Ms. Marian Adgate presented updates to Chapter V – Premium of the Manual of Administrative
Procedures and Rule 37 – Additional Insured Endorsement – Massachusetts of the Commercial Automobile
Manual, to the Committee. She stated that Common Coverages Endorsement table in Chapter V has been
updated to reflect the addition of Additional Insured – Massachusetts endorsement CA 99 02 and the
existing Additional Insured – Massachusetts endorsement MM 99 50, which is now obsolete, has been
eliminated from the table. Additionally, Rule 37 of the Commercial Automobile Manual has been clarified
to reflect the procedure for issuing the endorsement and that is it the responsibility of the Servicing Carrier
to issue the endorsement and attach the additional endorsement form to the policy. Ms. Adgate further
noted that if the proposed modifications are approved by Commercial Automobile Committee and the
Governing Committee, Rule 37 will be filed for approval with the Division of Insurance.
On a roll call vote, the Committee voted unanimously to recommend to the Governing Committee,
modifications to Chapter V of the Manual of Administrative Procedures and Rule 37 of the Commercial
Automobile Manual, as presented.
20.07

Foreign License Requirements

Mr. Metcalfe stated that recent updates to the Registry of Motor Vehicles Driver’s Manual have
resulted in the need for amendments to the Servicing Carrier and Exclusive Representative Producer
Standards for the Verification of Applicant Drivers’ Licenses, particularly with regards to the verification
of foreign driver’s licenses.
Mr. Ben Hincks, CAR counsel, provided the Committee with further background relative to the
Registry’s recent Driver’s Manual updates. He indicated that the Registry of Motor Vehicles Driver’s
Manual has been the source of CAR’s guidance in implementing requirements for drivers with foreign
licenses. Although there has been no change to the statute, the Registry has recently concluded that that
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one year limitation requirement for drivers with foreign driver’s licenses is longer applicable and the
Driver’s Manual has been updated accordingly.
To be consistent with the Registry’s recent updates, CAR is proposing modifications to the NonFleet Private Passenger Types Certification Form and Chapter X – Servicing Carrier and Exclusive
Representative Producer Standards and Forms of the Manual of Administrative Procedures. Ms. Adgate
presented the Committee with the recommended updates. She noted that the certification form requires the
validation of licensing information for drivers holding a foreign license. Accordingly, the form has been
updated to require that all NF-PPT applicants must provide a foreign driver’s license expiration date for
any operator listed on the application for insurance that has a license from a country or territory approved
by the Massachusetts Registry of Motor Vehicles.
Ms. Adgate stated that Chapter X of the Manual of Administrative Procedures has also been
updated to reflect the changes proposed to the certification form and to reflect the amendments made to the
RMV’s Driver’s Manual, relative to the elimination of the one year limitation requirement. This Chapter
has also been updated to reference that an alternative translation document may be used to identify the
license holder and translate license information into English, and to add some minor edits of the language
contained in the Section, to assure consistency in terminology used. Ms. Adgate further noted that if the
proposed modifications are approved by Commercial Automobile Committee and the Governing
Committee, the Non-Fleet Private Passenger Type Certification Form will be filed with the Division of
Insurance.
Committee discussion ensued relative to a Servicing Carrier’s ability to verify the status of a foreign
license, including whether the license has been suspended or revoked. Mr. Hincks agreed that the tools
needed to determine whether a foreign license has been suspended or revoked do not exist. Ms. Sharon
Murphy suggested that a question be added to the application for insurance, requiring the driver to certify
the validity of his/her license. Mr. Steven Torres, CAR counsel, pointed out that the current certification
form contains language that addresses the concern for each operator to hold a valid license. The Committee,
recognizing that limitations on the availability of information specific to foreign license status exist, agreed
to collect the expiration date of the licenses and acknowledged that the management of these risks would
continue to be based upon information that Servicing Carriers would be able to obtain and confirm.
On a roll call vote, the Committee voted unanimously to recommend to the Governing Committee
modifications to the Non-Fleet Private Passenger Certification Form and Chapter X of the Manual of
Administrative Procedures, as presented.

MARIAN ADGATE
Corporate Documentation Specialist

Boston, Massachusetts
September 3, 2020
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CAR Manual Updates – Additional Insured Endorsement (CR 99 02)
Memorandum of Changes

Manual of Administrative Procedures
Chapter V – Premium
The table of Common Coverages Endorsements in Section A.7. of this chapter has been
updated to include the Additional Insured – Massachusetts endorsement CR 99 02 which was
placed on file with an effective date of July 1, 2020. Additional Insured endorsement MM 99
50, which is now obsolete, has been deleted from the table.
Commercial Automobile Insurance Manual
Section II – Common Coverages and Rating Procedures
Rule 37 – Additional Insured Endorsement – Massachusetts has been clarified to reflect that
it is the responsibility of the Servicing Carrier to issue the endorsement. Although the
Exclusive Representative Producer may submit a request to the Servicing Carrier to add an
additional insured, it is the Servicing Carrier that will issue and then attach the endorsement
form to the policy.

CAR
Chapter V
Revision Date
Page

Manual of Administrative Procedures
Premium
2018.09.19
8 of 30
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(2) Special Types Endorsements (continued)
Endorsement Title

Endorsement
Number

Professional Services Not Covered

CA 20 18 12 93

Registration Plates Not Issued for a Specific Auto

MM 20 10 01 04

Sound Receiving Equipment Coverage – Fire, Police and Emergency Vehicles

CA 20 02 12 93

(3) Truck, Tractor, Trailer Endorsements
Endorsement Title

Endorsement
Number

Commercial Automobiles Equipped with Amusement Devices

MM 23 03 09 98

Coverage for Injury to Leased Workers

CA 23 25 07 97

Explosives

MM 23 04 09 98

Multi-Purpose Equipment

CA 23 03 12 93

Rolling Stores

CA 23 04 10 01

Trailer Interchange – Fire and Fire and Theft Coverage

CA 23 13 12 93

Truckers Endorsement

CA 23 20 03 06

Truckers – Excess Coverage for the Named Insured and Named Lessors for Leased Autos

CA 23 08 12 93

Truckers – Insurance for Non-Trucking Use

MM 23 07 09 98

Truckers – Uniform Intermodal Interchange Endorsement (Form UIIE-1)

CA 23 17 03 06

Truckers – Named Lessee as Insured

CA 23 12 12 93

Wrong Delivery of Liquid Products

CA 23 05 12 93

(4) Public Transportation Endorsements
Endorsement Title
Public Transportation Autos

Endorsement Number
CA 24 02 12 93

(5) Common Coverages Endorsements
Endorsement Title

Endorsement Number

Additional Insured

MM 99 50 09 98

Additional Insured – Massachusetts

CR 99 02 07 20

Agreed Value Insurance

MM 99 66 09 98

Auto Medical Payments Coverage

MM 99 13 10 06

CAR
Section II
Effective Date
Page

Commercial Automobile Insurance Manual
Common Coverages and Rating Procedures
2020.07.01
7 of 15
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RULE 37. ADDITIONAL INSURED ENDORSEMENT – MASSACHUSETTS
The Exclusive Representative Producer Servicing Carrier will submit
attach Additional Insured endorsement form CR 99 02 to the Servicing
Carrier for attachment to the policy, to identify as an insured the person or
organization named in the endorsement for whom the risk is performing
operations. A written contract or agreement that states that the person or
organization be added as an additional insured on the policy must exist
between the risk and such person or organization. For coverage to be
afforded, the loss must occur after the signing and execution of the
contract or agreement, while the contract or agreement is in effect, while
operations are ongoing, and prior to the end of the policy period.
RULE 38. FINANCIAL RESPONSIBILITY LAWS – CERTIFICATION
A. If the named insured or any person covered by the policy is required to
certify that the policy complies with a financial responsibility law, an
additional charge is required for each filing.
B. Premium Calculation
1. To compute the additional premium, determine the premiums to be
charged for Bodily Injury Liability, Property Damage Liability and
any No-Fault Coverage as follows:
a. Garage Risks – multiply the premiums for a private passenger
type automobile by 2.00 for the highest rated territory in which
the named insured does business.
b. For all other risk types, determine the premiums for the highest
rated automobile owned by the insured.
2. Multiply these premiums by the following factors and add this
amount to the policy premium.
a. .50 for the first three years following a conviction for driving
while intoxicated, hit and run, homicide or assault with an
automobile.
b. .25 for the first three years following a conviction for speeding
or reckless driving that causes injury to a person or damage to
property.
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CAR Manual Updates – Foreign Driver’s License Requirements
Memorandum of Changes

In determining whether an applicant is eligible for placement in the commercial automobile
residual market, Servicing Carriers and Exclusive Representative Producers are required for
all new business to verify that the applicant establishes that any person who usually drives the
motor vehicle(s) holds or is eligible to obtain a valid driver’s license. For non-fleet private
passenger type business, Servicing Carriers and Exclusive Representative Producers are
required to verify for all new and renewal business, that the applicant establishes that any
person who usually drives the motor vehicle(s) holds or is eligible to obtain a valid driver’s
license. The Standards for the Verification of Applicant Drivers’ Licenses require, among
other things, validation of licensing information for operators of the vehicle(s) that hold a
foreign driver’s license.
Recent updates to the Registry of Motor Vehicles Driver’s Manual have resulted in amended
language with regards to drivers with foreign driver’s licenses. For consistency with the
amended language, updates are required to the Standards for the Verification of Applicant
Drivers’ Licenses.
The following modifications are proposed:
Non-Fleet Private Passenger Type Certification Form
To further confirm the validity of a foreign license, the Non-Fleet Private Passenger Type
(NF-PPT) Certification Form has been updated to require that all NF-PPT applicants must
also provide a foreign driver’s license expiration date for any operator listed on the
application for insurance that has a valid license from a country or territory approved by the
Massachusetts Registry of Motor Vehicles.
Manual of Administrative Procedures
Chapter X – Servicing Carrier and Exclusive Representative Standards and Forms
Section D. Standards for the Verification of Applicant Drivers’ Licenses has been updated to
reflect amendments made to Appendix A of the RMV’s Massachusetts Driver’s Manual.
Updates have been made to indicate that foreign drivers are eligible for placement in the
commercial automobile residual market with a valid foreign driver’s license. Previously, a valid
foreign license could only be used for up to one year after entry to the United States.
Additionally, if the foreign driver’s license is not in English, either a valid International Driving
Permit or an alternative translation document, as set forth in Appendix A of the Driver’s Manual
must be provided.
Additionally, Exhibit X-B-1 of Chapter X has been updated to reflect proposed modifications
made to the Non-Fleet Private Passenger Type Certification Form.
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CR 00 02 08 18
NON-FLEET PRIVATE PASSENGER TYPE (NF-PPT) CERTIFICATION FORM
***TO BE CERTIFIED BY ALL NF-PPT APPLICANTS PRIOR TO PLACEMENT IN THE
COMMERCIAL AUTOMOBILE INSURANCE RESIDUAL MARKET (CAR)***
NAME OF BUSINESS: ____________________________________________________________________
DESCRIPTION OF BUSINESS: _____________________________________________________________
Submit a copy of at least one or, at the request of the Servicing Carrier, more of the following documentation
with the application:
1. Contract for services with a customer relative to the listed business entity/operation
2. Tax filing information for the business (Schedule C if filing an individual return)
3. Workers Compensation Insurance Policy
4. General Liability Insurance Policy
5. If prior insurance coverage, copy of declarations page
6. Copies of leases and utility bills
If documents are not available, please explain: ____________________________________________
VEHICLE USAGE:
How are vehicles used in your business? _______________________________________________________
VEHICLE OPERATORS:
Number of employees:

Full Time: _______

Part Time: ______

ALL EMPLOYEES, FAMILY MEMBERS AND ANY OTHERS WHO HAVE PERMISSION TO DRIVE
ONE OR MORE OF THE VEHICLES MUST BE LISTED ON, OR INCLUDED WITH THE
APPLICATION FOR INSURANCE (A LICENSE NUMBER, STATE OR COUNTRY OF ISSUANCE
MUST BE INCLUDED FOR EACH).
*FOR ANY OPERATOR LISTED ON THE APPLICATION WITH A VALID LICENSE FROM A
COUNTRY OR TERRITORY APPROVED BY THE MASSACHUSETTS RMV, THE FOLLOWING
EXPIRATION DATE OF THE FOREIGN DRIVER’S LICENSE MUST ALSO BE COMPLETED:
1.) OPERATOR NAME: _______________________________________________________________
LICENSE #: ___________________________________ STATE/COUNTRY: __________________
DATE OF ARRIVAL IN THE U.S. ____________________
*EXPIRATION DATE OF FOREIGN DRIVER’S LICENSE: ____________________________
2.) OPERATOR NAME: _______________________________________________________________
LICENSE #: ___________________________________ STATE/COUNTRY: __________________
DATE OF ARRIVAL IN THE U.S.: ____________________
*EXPIRATION DATE OF FOREIGN DRIVER’S LICENSE: _____________________________
For additional operators that meet this criteria, attach information listing the above information
-1 of 2(ed. 08-18)
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CR 00 02 08 18
NON-FLEET PRIVATE PASSENGER TYPE (NF-PPT) CERTIFICATION FORM
OWNER(S) NOT LISTED AS AN OPERATOR(S) OR NOT LICENSED
If the owner(s) of the business does not have a valid driver’s license and is/are not listed on the
application as an operator(s), a Driver Exclusion Form must be signed and submitted with the application. In
addition, the/those owner(s) will sign the following:
I have voluntarily chosen not to list myself as a driver on the application. I understand and agree that if
an unlisted owner is involved in a claim, there may be no coverage under my policy because of the Material
Misrepresentation provision of the policy. Owner(s) Signature(s): ____________________________________
SIGNED CERTIFICATION OF BUSINESS ENTITY AND VEHICLE USAGE
The application I submitted herewith represents that my vehicles are used to further my business
objectives. I understand and agree that the Company is entitled to examine books and records as they relate to
the premium for this policy at any time during the policy period. This may include verification of actual business
use of the vehicles. I certify that I have listed on the application all my employees, family members and others
who have permission to drive one or more of the vehicles listed in my application. I understand that I am required
to cooperate with and notify the insuring carrier of any change to information presented in the application,
including information pertinent to the ownership and permissive operators of the vehicle(s), during the policy
period. I understand that, if found responsible for fraud or material misrepresentation in the

application or any extension or renewal of the policy, the insurance company can cancel or rescind
all or part of the insurance and/or deny coverage of a claim pursuant to the provisions of the policy
and applicable law. By signing below, I hereby certify that all information provided herein and all other

information submitted with the company’s application is true and accurate.

Signature of Owner/Applicant’s Authorized Representative: ________________________________________
Printed Name of Owner/Applicant’s Authorized Representative: _____________________________________
Title: ___________________________________________
Date: ___________________________________________
------------------------------------------------------------------------------------------------------------------------------------Witness to the Signator and Signing above:
Signature of Producer: _____________________________________________________________________
Printed Name of Producer: __________________________________________________________________
Agency Name: ___________________________________________________________________________
Date: __________________________________________
------------------------------------------------------------------------------------------------------------------------------------MA Fraud Warning: “Any person who knowingly and with the intent to defraud any insurance company or
another person files an application for insurance or statement of claim containing any material false
information, or conceals for the purpose of misleading information concerning any fact material thereto, may
be committing a fraudulent insurance act, which may be a crime and may subject the person to criminal and
civil penalties.”

---Documentation to be submitted to the insuring Servicing Carrier, copy to be retained by Producer---2 of 2(ed. 08-18)
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CR 00 02 08 18

NON-FLEET PRIVATE PASSENGER TYPE (NF-PPT) CERTIFICATION FORM
***TO BE CERTIFIED BY ALL NF-PPT APPLICANTS PRIOR TO PLACEMENT IN THE COMMERCIAL
AUTOMOBILE INSURANCE RESIDUAL MARKET (CAR)***
NAME OF BUSINESS: ____________________________________________________________________
DESCRIPTION OF BUSINESS: _____________________________________________________________
Submit a copy of at least one or, at the request of the Servicing Carrier, more of the following documentation with the
application:
1. Contract for services with a customer relative to the listed business entity/operation
2. Tax filing information for the business (Schedule C if filing an individual return)
3. Workers Compensation Insurance Policy
4. General Liability Insurance Policy
5. If prior insurance coverage, copy of declarations page
6. Copies of leases and utility bills
If documents are not available, please explain: ____________________________________________
VEHICLE USAGE:
How are vehicles used in your business? _______________________________________________________
VEHICLE OPERATORS:
Number of employees:

Full Time: _______

Part Time: ______

ALL EMPLOYEES, FAMILY MEMBERS AND ANY OTHERS WHO HAVE PERMISSION TO DRIVE ONE OR
MORE OF THE VEHICLES MUST BE LISTED ON, OR INCLUDED WITH THE APPLICATION FOR
INSURANCE (A LICENSE NUMBER, STATE OR COUNTRY OF ISSUANCE MUST BE INCLUDED FOR
EACH).
*FOR ANY OPERATOR LISTED ON THE APPLICATION WITH A VALID LICENSE FROM A COUNTRY OR
TERRITORY APPROVED BY THE MASSACHUSETTS RMV, THE FOLLOWING EXPIRATION DATE OF
THE FOREIGN DRIVER’S LICENSE MUST ALSO BE COMPLETED:
1.) OPERATOR NAME: _______________________________________________________________
LICENSE #: ___________________________________ STATE/COUNTRY: _______________
DATE OF ARRIVAL IN THE U.S. ____________________
*EXPIRATION DATE OF FOREIGN DRIVER’S LICENSE: __________________________
2.) OPERATOR NAME: _______________________________________________________________
LICENSE #: ___________________________________ STATE/COUNTRY: _______________
DATE OF ARRIVAL IN THE U.S.: ____________________
*EXPIRATION DATE OF FOREIGN DRIVER’S LICENSE: _________________________
For additional operators that meet this criteria, attach information listing the above information.

CAR Manual of Administrative Procedures
Chapter X Servicing Carrier and Exclusive Representative
Producer Standards and Forms
Revision Date 2019.11.20
Page 17 of 20

CAR DOCKET #GC20.06
EXHIBIT #6
PAGE 11 OF 14

D. Standards for the Verification of Applicant Drivers’ Licenses
In determining whether an applicant is eligible for placement in the commercial
automobile residual market, Servicing Carriers and Exclusive Representative
Producers are required for all new business to verify that the applicant
establishes that any person who usually drives the motor vehicle(s) holds or is
eligible to obtain a valid operator’s driver’s license.
However, with respect to non-fleet private passenger type business, Servicing
Carriers and Exclusive Representative Producers are required to verify for all
new and renewal business, that the applicant establishes that any person who
usually drives the motor vehicle(s) holds or is eligible to obtain a valid
operator’s driver’s license.
1. Driver Eligibility
a.

Foreign Licensed Drivers
Foreign drivers may be eligible for placement for one year in the
commercial automobile residual market with A person who holds a valid
foreign driver’s license is eligible for placement in the commercial
automobile residual market and, if their foreign driver’s license is not in
English, he/she must either provide a valid International Driving Permit or
an alternative translation document, such as a completed Registry of Motor
Vehicles Translation into English of a Foreign Driver License form, as set
forth in Appendix A of the Massachusetts Driver’s Manual published by the
Registry of Motor Vehicles. before obtaining a Massachusetts driver’s
license. The year begins on the driver’s most recent date of arrival in the
United States.
Note that an International Driver’s License is not considered a valid driver’s
license and will not be accepted as a valid form of license.

b. Domestic Licensed Drivers
Any person who holds a valid operator’s driver’s license from a state other
than Massachusetts must obtain a Massachusetts license in accordance with
the standards of the Massachusetts Registry of Motor Vehicles. This
requirement does not apply to anyone who usually drives a motor vehicle
owned by a named insured if the applicant can establish that said person is
employed by a named insured whose Principal Place of Business is located
in Massachusetts but resides in another state which has issued him or her a
valid license.
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2. Required Documentation
Servicing Carriers will require that the driver’s license number and state of any
licensed member of the named insured’s household as well as any other licensed
individuals who usually drive the insured vehicle(s) and who hold a valid
Massachusetts or domestic driver’s license, be listed on the application for
insurance.
In addition, Servicing Carriers shall require, for any licensed member of the
named insured’s household and/or any other licensed individuals who usually
drive the insured vehicle(s), and who lack a valid Massachusetts or domestic
driver’s license, that the following documentation be provided with the
application:
a.

A copy of a valid foreign driver’s license,

b. If the foreign driver’s license is not in English, either a corresponding
International Driving Permit or an alternative translation document, such as
a completed Registry of Motor Vehicles Translation into English of a
Foreign Driver License form, as set forth in Appendix A of the
Massachusetts Driver’s Manual published by the Registry of Motor
Vehicles, and
c.

A copy of one of the following documents:
1) A valid passport from the country of origin
2) A valid alien registration receipt card (green card)
3) A valid employment authorization card issued by the United States
Department of Homeland Security
4) Valid proof of nonimmigrant classification provided by the United
States Department of Homeland Security

Documentation providing proof of arrival date in the United States is required to
validate eligibility for new and renewal business (i.e. passport entry date, dated
airline ticket, etc.).
An application submitted without the above information and documents shall be
considered incomplete and will result in cancellation or nonrenewal of the policy
based on the procedures set forth in Rule 4 – Standard Procedures of CAR’s
Commercial Automobile Insurance Manual. The cancellation/nonrenewal notice
must contain the following statement: “If the insured furnishes the necessary
item(s) prior to the effective date of the cancellation, the cancellation shall be
rescinded.”
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3. Exclusion of Listed Operators Not Holding or Not Eligible to Obtain a Valid
License
Pursuant to Rule 31 – Operator Exclusion Form of CAR’s Commercial
Automobile Insurance Manual, Servicing Carriers will attach the Operator
Exclusion Form, CR 99 01 08 18, to the policy for each operator listed on the
application who does not hold or is not eligible to obtain a valid license.
The Operator Exclusion Form is available on the Reports page of CAR’s
website, under the Commercial Only, Forms, Manuals link. Refer to Exhibit XB-2.
4. Servicing Carrier/Exclusive Representative Producer Validation Tools
For renewal business, the Servicing Carrier will rely on the information provided
on the insured’s new business application unless the insured or the Exclusive
Representative Producer provides documentation updating the licensing. or most
recent date of arrival in the United States for operators with foreign licenses.
Servicing Carriers and Exclusive Representative Producers will utilize the
appropriate resources (i.e. Massachusetts Registry of Motor Vehicles system,
Non-Massachusetts driver’s license reporting systems, etc.) to verify information
regarding registration and/or insured/driver information to ascertain a presence in
Massachusetts relative to the operation of a motor vehicle with a foreign or outof-state driver’s license.
Servicing Carriers should utilize the CAR Ineligible Risk Database for review of
previous actions taken pursuant to the cancellation of an insured’s and/or
operator’s driver’s license and/or non-renewal actions by other Servicing
Carriers.
Refer to Section B.4. of Chapter III – Servicing Carrier
Responsibilities of this Manual for additional information relative to the
Ineligible Risk Database.
5. Definition of Terms
For purposes of this standard, the following definitions shall apply:
“Foreign driver’s license” is a valid driver’s license obtained in a foreign
country. A valid foreign driver’s license may be used for up to one year after
entry to the United States. Validity of a foreign driver’s license is to be
determined according to Appendix A of the Massachusetts Driver’s Manual
published by the Registry of Motor Vehicles.
“Domestic driver’s license” is a driver’s license issued by any state of the United
States, the District of Columbia, Puerto Rico, the United States Virgin Islands,
Guam, American Samoa, the Commonwealth of the Mariana Islands or any other
territory or possession of the United States.
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“Foreign driver” is an individual who holds a foreign driver’s license but does
not hold a valid Massachusetts or domestic driver’s license.
“International Driving Permit” is a document, described in Appendix A of the
Massachusetts Driver’s Manual published by the Registry of Motor Vehicles, to
be used in conjunction with a valid foreign driver’s license obtained in the
driver’s home country. It is a translation of the foreign driver’s license into
various languages, including English.
“Alternative translation document” is a document, described in Appendix A of
the Massachusetts Driver’s Manual published by the Registry of Motor Vehicles,
to be used in conjunction with a valid foreign driver’s license to properly
identify the license holder and translate relevant license information into
English, if an International Driving Permit cannot be obtained in the country that
issued the driver’s license.
“International Driver’s License” is an unofficial document purporting to be a
valid driver’s license. It is usually sold on the internet or through storefronts with
claims that it: 1) authorizes consumers to drive legally in the United states, even
if they don’t have state-issued licenses or if their state-issued licenses have been
suspended or revoked; 2) can be used to avoid points or fines affecting stateissued driver’s licenses; and 3) can be used as a photo identification in the
United States.
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RECORDS OF MEETING
COMMERCIAL AUTOMOBILE COMMITTEE – OCTOBER 23, 2020
Members Present
Mr. John Olivieri, Jr. – Chair
Ms. Annmarie Castonguay
Ms. Sheila Doherty
Ms. Lisa Hatch(1)
Mr. Bryan Hurwitz
Ms. Lisa Kendrick(2)
Ms. Mary McConnell
Ms. Sharon Murphy
Mr. Barry Tagen
Mr. David Zawilinski

J.K. Olivieri Insurance Agency, Inc.
The Hanover Insurance Company
Doherty Insurance Agency, Inc.
MAPFRE U.S.A. Corporation
The Norfolk & Dedham Group
Deland, Gibson Insurance Associates, Inc.
Safety Insurance Company
Acadia Insurance Company
Pilgrim Insurance Company
Arbella Insurance Group

Substituted for:
Ms. Kristina Broskey
(2)
Mr. Thomas Skelly, Jr.
(1)

Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Commercial
Automobile Committee meeting of August 11, 2020. The Records have been distributed and are on file.
19.05

Commercial Residual Market Issues

Ms. Wendy Browne stated that as previously mentioned, the non-ownership liability coverage,
vehicle operations outside of Massachusetts and short-term rental issues have been referred to the Joint
Actuarial Commercial Lines Committee and will be addressed through rate filings. She noted that a data
call relative to vehicles garaged outside of Massachusetts is currently underway. It is anticipated that
information collected from Servicing Carriers through the data call will be used to develop appropriate rates
for the exposures.
Ms. Browne stated that at today’s meeting the Committee will continue to discuss Transportation
Network Company coverage, revisit one of the standards and begin discussion on the use of appraisals for
physical damage coverage. She also noted that the Compliance and Operations Committee, in its review
of the non-fleet private passenger type audit results, recommended that consideration be given to whether
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further clarification is needed to the forms and procedures in place, as Servicing Carriers have indicated
that they often have difficulty in getting required forms returned from risks and producers. This item will
be added to the Committee’s agenda for discussion at a future meeting.
19.08

Radius of Operation and Rating Territory

Ms. Browne noted that a Servicing Carrier had indicated that risks such as contractors, church
buses, and van pools have difficulty substantiating records that demonstrate radius and geographic
characteristics. She requested the Committee to discuss whether the validation standards outlined in
Bulletin No. 1075, which was attached to the Notice of Meeting, should therefore be limited to just TTTs
and buses.
Ms. Lisa Hatch pointed out that as those types of risks are not required to file IFTA reports, and
although there are software programs from which this information could potentially be obtained, it makes
more sense for the current standards to be amended to exclude the validation requirement for those
classifications. The other Servicing Carriers on the Committee also agreed that the procedures should be
amended to exclude this requirement for those classes that do not have the ability to substantiate this
information. Staff indicated that the standard will be reviewed to determine whether it requires a specific
modification or whether the issue could be handled with the distribution of a CAR Bulletin to the industry,
and the Committee will be provided with a status report at the next meeting.
Ms. Browne then provided the Committee with an overview of the RadiusCheck software program
that could prove beneficial in assisting Servicing Carriers in validating radius and geographic classification
and potentially principal place of business. She explained that photos of vehicle license plates are taken,
and that data is matched to vehicle identification numbers (VINs). Each vehicle sighting is tagged with a
latitude/longitude marker and date/time stamp so that the program can provide information on the number
of sightings inside and outside the designated radius as well as the closest and farthest distance. She
indicated that CAR envisions using company reported statistical data to obtain the information, by VIN, on
certain problematic classes that could then be used by Servicing Carriers during the renewal process as
another tool for identifying potential red flags. She requested the Committee to discuss whether this may
be a useful information sharing tool and if members feel that further evaluation of the product is warranted,
staff will obtain addition information from Verisk, the product’s vendor.
Ms. Hatch agreed that it would be worthwhile to investigate this product further and to also look at
other similar products that may be available. She referenced a company called DRN that offers software
similar to RadiusCheck. However, she noted that prior investigation of this product revealed that it had
limitations in data availability for several of the New England states including Maine, New Hampshire, and
Vermont. She agreed to provide CAR with vendor information for this product.
19.14

Agent Commissions

Ms. Natalie Hubley stated that at its October 15, 2020 meeting, the Commercial Program Oversight
Committee (CPOC) continued its discussion relative to whether the Taxi/Limousine Program should be
combined with the full Commercial Program. She noted that the CPOC has yet to reach a conclusion in
this regard and its discussion in consideration of this issue is ongoing. The Committee agreed to table its
discussion on this agenda item until CPOC discussions are complete.
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20.05

Transportation Network Services Coverage (TNC)

Ms. Browne stated that distributed as Additional Information was an updated overview of the types
of Transportation Network Company (TNC) services currently available, including on-demand ride-hailing,
on-demand delivery of goods, and car sharing. She described applicable statutory insurance requirements
for these services and the insurance coverage and requirements for the transportation network company and
the transportation network driver. The exhibit also provided additional information to be taken into
consideration by the Committee in its discussions.
Ms. Browne noted that pursuant to Rule 61 – Eligibility of the Commercial Automobile Insurance
Manual, vehicles that are used as a public livery or conveyance are ineligible for the private passenger type
classification. Accordingly, vehicles engaging in TNC activities such as ride-hailing and on-demand
delivery of goods would not be eligible for the private passenger type classification and should be
appropriately classified as car service. Additionally, for ride-hailing, since the risk attributes of a private
passenger vehicle classified as a private passenger type are markedly different than the risk attributes of a
public vehicle providing transportation to members of the public, allowing this activity to be endorsed onto
a private passenger type vehicle would significantly increase the exposure to the pool.
Regarding car sharing, Ms. Browne noted that CAR recently implemented a requirement that all
operators of a vehicle be listed on a ceded policy. A car sharing program would result in unknown drivers,
with unknown experience operating a vehicle insured in the residual market.
Based upon insurance requirements and other considerations, Ms. Browne requested the
Committee to consider several recommendations for ride-hailing and on-demand delivery of goods
activities, as follows:
•
•
•

•

Risks participating in the on-demand delivery of goods be considered and classified in the same
manner as those engaging in ride-hailing activities.
An endorsement that notes the exclusion of coverage for TNC activities be drafted for use with
private passenger type classifications.
An endorsement be drafted for all public vehicle classes that may engage in TNC activities to
stipulate that the coverage provided by the TNC is primary when the vehicle is engaged in TNC
activities, and this endorsement would also apply to any other mixed usage vehicles where TNC
activity is present.
CAR’s Manual of Administrative Procedures be updated to include language referencing the
responsibility of the Servicing Carrier to determine usage of an insured vehicle during a loss to
CAR to ascertain whether the insured vehicle was involved in TNC activity at the time of the loss
and to properly handle coverage responsibility for the claim.

Ms. Browne also requested that the Committee consider recommendations for car sharing activities,
as follows:
•
•

Car sharing TNC activity be excluded from the commercial residual market.
An endorsement be drafted to exclude coverage for car sharing exposure.

It was the consensus of the Committee that staff’s recommendations be implemented, particularly
as these recommendations are consistent with the statutory insurance requirements and will limit the
exposure to the pool of this type of risk. Accordingly, the necessary updates to CAR’s manuals and
procedures, as well as drafts for the necessary endorsements, will be provided for the Committee’s review
at a future meeting.
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20.08

Physical Damage Procedures

A recommendation was made in a previous Servicing Carrier Annual Report to consider the
development of enhanced guidelines for improving consistency among Servicing Carriers with regards to
the use of appraisals in applying stated amount and agreed value coverage. To assist the Committee in its
discussion, Ms. Browne noted that Rule 42 – Physical Damage Coverage Rating Procedures of Section II
– Common Coverages and Rating Procedures of CAR’s Commercial Automobile Insurance Manual was
attached to the Notice of Meeting. Ms. Mary McConnell stated that it was Safety’s recommendation that
this issue be discussed. She stated that in those scenarios where stated amount coverage applies, it was
important for appraisals to be handled consistently among carriers.
Ms. Hubley stated that staff will review this issue in more detail and develop draft procedures to
address the use of appraisals for the Committee’s review at the next meeting.
MARIAN ADGATE
Corporate Documentation Specialist

Boston, Massachusetts
November 5, 2020
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RECORDS OF MEETING
COMPLIANCE AND OPERATIONS COMMITTEE – SEPTEMBER 2, 2020
Members Present
Mr. Jerry Sleeper – Chair
Mr. Trent Bohacz
Ms. Erin Cummings
Mr. Thomas Harris
Mr. Robert Littlewood
Ms. Sharon Murphy
Mr. Kenneth Olivieri
Mr. Henry Risman
Mr. Barry Tagen
Mr. Christopher Taylor
Ms. Brenda Williams

Safety Insurance Company
Allstate Insurance Company
The Norfolk & Dedham Group
Quincy Mutual Group
Arbella Insurance Group
Acadia Insurance Company
J.K. Olivieri Insurance Agency, Inc.
Risman Insurance Agency, Inc.
Pilgrim Insurance Company
The Hanover Insurance Company
MAPFRE U.S.A. Corporation

Substituted for:
N/A
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Compliance
and Operations Committee meeting of June 3, 2020. The Records have been distributed and are on file.
20.05

Compliance Audit Program

Mr. Matthew Hirsh reviewed the focus audit results of Integon Insurance. Mr. Trent Bohacz recused
himself from participating in the discussion. Mr. Hirsh explained that the Committee previously
recommended that staff conduct a subsequent focus audit of Integon data due to reporting issues noted in
the Hybrid Audit report discussed at the January 30, 2019 meeting. Mr. Hirsh commented that the focus
audit plan was to test specific statistical reporting issues not in compliance with the Statistical Plan that
were identified in the original Hybrid Audit results. Also, the focus audit was to evaluate quota share and
ratemaking data quality, and determine if Integon was compliant to the statutory requirement that each
company maintain its own Special Investigative Unit (SIU).
Mr. Hirsh stated that in general, the results worsened slightly on the premium side and improved
on the loss side, further noting that it is common for the lack of improvement with the premium results
attributed to the rigidity of the audit procedures. Mr. Hirsh further explained that focus audit results
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demonstrated clear improvement pertaining to six of the eight data quality issues identified in the Hybrid
Audit. However, three new recurring data quality issues were identified in the focus audit results. Mr. Hirsh
emphasized that Integon continues to underreport credit premium, which impacts only the audited company.
Lastly, he noted that staff was unable to test Integon’s SIU program during the original Hybrid Audit due
to a lack of SIU referrals. However, since then, Integon has uploaded enough referrals into the CAR SIU
System to allow for testing in accordance with documented procedures in the Performance Standards. Mr.
Hirsh confirmed that Integon is now compliant with the statutory requirement pertaining to the SIU.
On a roll call vote, the Committee voted unanimously, with one recusal, to accept the audit report
and directed CAR staff to return Integon to the normal audit schedule.
20.07

CAR Accounting System Rewrite

Ms. Lynne Rosenburg presented a status report on the system development efforts related to the
conversion of the mainframe CAR accounting system to an online application available through CAR’s
website. Ms. Rosenburg indicated that the project has been partitioned into three parts – CAR Accounting
Policies Histories, CAR Accounting Corrections, and Reinsurance Audit Access – and that the first phase
regarding the migration of Policy Histories online was successfully completed in August. Servicing
Carriers now have the ability to view ceded policy information on CAR’s website.
Ms. Rosenburg then noted that the second phase of the project will move the CAR Accounting
Corrections application to CAR’s website in 2021. In conjunction with this rewrite, staff also performed a
review of the accounting edits. Ms. Rosenburg explained that the accounting edits are broken into two
categories – critical and non-critical. A critical error indicates that a critical component of the policy is not
reported correctly and loss coverage would not be provided for a record failing any of the critical edits.
Non-critical errors indicate that a less-critical component of the policy is in error, such as a lack of
consistency in the reporting of certain fields from record to record. Non-critical errors do not impact loss
coverage.
With private passenger business moving to an assigned risk plan and with the implementation of
the commercial Servicing Carrier and Taxi programs, the volume of both critical and non-critical errors has
decreased significantly. As such, Ms. Rosenburg presented three changes to the edits to the Committee for
conceptual approval. These proposed changes include eliminating most of the non-critical edits since the
volume of these errors is low and the impact is minimal, and combining the two remaining non-critical edits
into one edit, removing the distinction between critical and non-critical. Additionally, CAR is proposing
to develop a new policy-based edit that will compare the ceded loss dollars reported for each loss occurrence
to the policy’s liability limits and identify those ceded losses that exceed the policy limits. An adjustment
would then be processed through the loss write-off process to reduce the ceded loss dollars to the policy’s
limits.
Ms. Rosenburg stated that upon the Committee’s conceptual approval of these changes, CAR will
prepare modifications to the Manual of Administrative Procedures to identify the specific details of each
change, and will present the updates to the Committee at a future meeting. The Committee agreed with the
conceptual changes as presented.
20.10

Claims Subcommittee

Mr. Mark Alves provided the Committee an overview of the Claims Subcommittee meeting of
August 19, 2020. The Subcommittee met to complete the biennial review of the Private Passenger and
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Commercial Claims Performance Standards (the Standards) as required by G.L.c.175, §113H. Mr. Alves
reviewed each proposed change while explaining staff’s intent of the modifications.
In general, the majority of changes pertain to the SIU reporting responsibilities. Modifications
included the requirement that both private passenger and commercial underwriting SIU referrals be
uploaded into a single web-based reporting system. The underwriting referrals will then be included in SIU
audit samples to fulfill volume requirements per the current approved procedures. Also, staff recommended
a defined methodology for companies to determine the savings reported to CAR in the quarterly referral
activity logs in order to ensure consistency among carriers. Also, staff recommended a penalty program for
non-compliance with the SIU statute in the Private Passenger Standards that is consistent to the current Tier
I Schedule of Penalties in the Commercial Standards. Lastly, the language pertaining to the requirement
that all companies adhere to the special investigations standards was improved upon in both Standards.
On a roll call vote, the Committee voted unanimously to accept the amendments to the Private
Passenger and Commercial Performance Standards as presented, and recommended that the Standards be
adopted by the Governing Committee and forwarded to the Commissioner of Insurance for approval.
20.11

Private Passenger and Commercial Statistical Plans

Based on the feedback provided at the previous meeting, Ms. Marian Adgate reviewed proposed
modifications to the Private Passenger Statistical Plan to update classification codes in light of the RMV’s
implementation of the non-binary Gender X designation. The proposed updates to the Classification Code
Private Passenger Definition table include modifications to the existing inexperienced youthful male gender
designated class codes to include the non-binary gender designation. For wording consistency, the
descriptions for the female gender designated class codes have also been updated. Ms. Adgate noted that
these proposed modifications would be optional for policies effective January 1, 2021, and mandatory for
policies effective January 1, 2022 and subsequent.
Ms. Adgate also reviewed proposed changes to both the Private Passenger and Commercial
Statistical Plans to reflect the addition of new “classic car” classification codes for vehicles that meet the
statutory definition of an Antique Automobile for usage, but do not meet the age and registration
requirements of an Antique Automobile. Ms. Adgate noted that companies that write this class of business
may incorrectly utilize the existing Antique Motor Cars and Antique Motorcycles class code for statistical
reporting. However, as stipulated by statute, this class code is excluded in the calculation of MAIP Quota
Share. At its August 5, 2020 meeting, the Actuarial Committee agreed that exposures for these types of
vehicles should be included in a company’s Quota Share calculation. The proposed private passenger and
commercial Specialty and Classic Cars and Motorcycles class codes would identify data for these types of
vehicles for residual market and MAIP Quota Share purposes. The proposed class codes would be optional
for policies effective January 1, 2021, and mandatory for policies effective January 1, 2022 and subsequent.
On a roll call vote, the Committee unanimously voted to recommend to the Governing Committee
approval of the proposed Private Passenger and Commercial Statistical Plan pages as presented.
20.12

Ceded Commercial Reporting Issues

Ms. Wendy Browne informed the Committee that CAR’s Joint Actuarial Commercial Lines
Committee has been working with CAR staff and the Automobile Insurers Bureau (AIB) to perform a
comprehensive review of CAR commercial rate need and to develop a filing schedule to achieve rate
adequacy. At the July 16, 2020 meeting, the Joint Actuarial Commercial Lines Committee recommended
the submission of a white paper to the State Rating Bureau.
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Ms. Browne indicated that two issues were presented that will have an impact to statistical reporting
for the Servicing Carriers. The first issue is the introduction of a rate differential for vehicles garaged
outside of Massachusetts. The current plan is to develop appropriate state-specific rate differentials for
both zone-rated and non-zone-rated TTTs and other buses to reflect the loss experience of vehicles that are
garaged outside of Massachusetts. The second issue pertains to the development of new breakdowns within
the Non-Owned coverages. Ms. Browne noted that fast-food delivery is a key piece of non-owned
coverage, and that there are numerous policies that reflect only stand-alone non-owned coverage. As such,
CAR is preparing to develop a rating structure for each. Once approved, future amendments to the
Commercial Statistical Plan will be considered to address the data needs of each of the two issues on a
prospective basis.
Ms. Browne noted that CAR is developing a Data Call in order to solicit information from the
Servicing Carriers regarding the issues noted, and presented several questions to the Committee in order to
facilitate the process. Discussion followed in which several Committee members provided suggestions and
comments on the best way for CAR to obtain the requested information.
20.12

Final Close-Out of Policy Effective Years 2010 and 2011

Ms. Browne informed the Committee that the volume of open claims reported in the June 2020
ceded outstanding loss shipments for policy effective years 2010 and 2011 is low enough to warrant a final
close-out. The Committee unanimously voted to recommend to the Governing Committee a final close-out
of policy effective years 2010 and 2011 for statistical reporting and financial purposes as of the 3rd Quarter
2020.
Ms. Browne also presented the Committee with proposed changes to Chapters VII and VIII of the
Manual of Administrative Procedures which document an automated process for CAR staff to close out a
policy effective year, without requiring Committee approval. This proposal includes a change in the
tolerance level of open claims from 50 or fewer records and a dollar amount of $200,000 or less, to a dollar
amount of $100,000 or less. If the total reserve amount is less than $100,000 for a given year, CAR would
perform a final close-out that year for financial and statistical reporting purposes. She noted that an
Accounting and Statistical Notice would be published to notify the industry of the policy effective year(s)
being closed out.
On a roll call vote, the Committee unanimously voted to recommend to the Governing Committee
the updates to the Manual of Administrative Procedures as presented.

MATTHEW HIRSH
Compliance Audit Supervisor
Boston, Massachusetts
September 15, 2020
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Private Passenger and Commercial Claim Performance Standards – December 4, 2020
Memorandum of Changes
General Modifications
The Performance Standards and Appendices for the handling and payment of claims are reviewed every
two years in accordance with Massachusetts G.L. c. 175 sec. 113H.
For the purpose of this review, ‘redlined’ formatting is used to identify only proposed substantive
modifications. However, similar to the prior two review processes, staff has continued to make several
minor changes that either added or modified existing language but were not included in the ‘redlined’
material because it does not alter meaning or intent.
Private Passenger Specific Modifications:
Standard I: Motor Vehicle Physical Damage & Property Damage Liability Claims
Standard II: Bodily Injury & Uninsured/Underinsured Motorist
Standard III: No-Fault Personal Injury Protection Benefits Handling




The Presiding Officer commented during the 2019 public hearing that the phrasing in Standard III,
Section D.2 Special Investigation that the SIU Standards for the investigation of suspicious claims
must be ‘consulted and considered’ was imprecise. Therefore, staff recommends changing the
phrase to ‘adhered to’ to better emphasize the requirements.
The same reference to SIU Requirements is located in Standards I, II and III.

Measurements & Penalties


The SIU audit description is detailed including each measured Best Practice. Also, staff is
recommending an 80% aggregate compliance rate of all Best Practices tested in the SIU review.
For those ARCs that don’t achieve 80% compliance, a tiered penalty program is suggested
beginning with a warning if determined not in compliance at the time of the HAP audit.
o Note that a memorandum further explaining this recommendation is also included with the
Additional Information.

Appendix A: CAR Special Investigative Unit Standards
•

•

The industry currently uploads all claim referral activity to CAR using the secure SIU application
available on CAR’s website. Also the template for required claim data points is prescribed by CAR.
Both the claim upload and the claim referral template were approved by the DOI in the April 26,
2019 finalized changes.
CAR staff is recommending that underwriting SIU referrals also be reported to CAR in the same
manner. The language is drafted to result in the least amount of wording changes while
accomplishing consistency between the underwriting and claims referrals.
o Note that Appendix J for Private Passenger business contains wording that the SIU audit
samples include both claim and underwriting referral activity.
o CAR Rule 32.C. also requires that the SIU shall investigate suspicious circumstances
surrounding underwriting, rating, and premium issues and that the SIU shall conduct an
audit on a representative sample of policies to verify garaging and policy facts.
 Note that a memorandum further explaining this recommendation is also included
with the Additional Information.

Commonwealth Automobile Reinsurers
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Appendix J: CAR SIU File Review Process – MAIP Policies



Staff is recommending additional language to standardize how companies calculate the Saved
Amount field included on the claims SIU Quarterly Activity Log. The accuracy of reported savings
is considered in the SIU evaluation.
Also pertaining to the CAR Rule 32.C. requirement that SCs must conduct audits of policies to
verify garaging and policy facts, staff has added the requirement that the completed audit reports
be attached and emailed to the CAR SIU group email (siulog@commauto.com).

Commercial Specific Modifications:
Standard I: Motor Vehicle Physical Damage & Property Damage Liability Claims
Standard II: Bodily Injury & Uninsured/Underinsured Motorist
Standard III: No-Fault Personal Injury Protection Benefits Handling




The Presiding Officer commented during the 2019 public hearing that the phrasing in Standard III,
Section D.2 Special Investigation that the SIU Standards for the investigation of suspicious claims
must be ‘consulted and considered’ was imprecise. Therefore, staff recommends changing the
phrase to ‘adhered to’ to better emphasize the requirements.
The same reference to SIU Requirements is located in both Standards I, II and III.

Measurements & Penalties


The SIU audit description is detailed including each measured Best Practice. Also, staff is
recommending an 80% aggregate compliance rate of all Best Practices tested in the SIU review.
For those SCs that don’t achieve 80% compliance, staff is recommending that the SC be subject to
the Schedule of Penalties for Type I Penalty by Year already included in the current Measurements
and Penalties of the current Standards.
o Note that a memorandum further explaining this recommendation is also included with
the Additional Information.

Appendix A: CAR Special Investigative Unit Standards
•

•

The industry currently uploads all claim referral activity to CAR using the secure SIU application
available on CAR’s website. Also the template for required claim data points is prescribed by CAR.
Both the claim upload and the claim referral template were approved by the DOI in the April 26,
209 finalized changes.
CAR staff is recommending that underwriting SIU referrals also be reported to CAR in the same
manner. The language is drafted to result in the least amount of wording changes while
accomplishing consistency between the underwriting and claims referrals.
o Note that Appendix J for Commercial business includes wording that SIU audit samples
include both claim and underwriting referral activity.
o CAR Rules 10.C. also requires that the SIU shall investigate suspicious circumstances
surrounding underwriting, rating, and premium issues and that the SIU shall conduct an
audit on a representative sample of policies to verify garaging and policy facts.
 Note that a memorandum further explaining this recommendation is also included
with the Additional Information.

Commonwealth Automobile Reinsurers
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Appendix J: CAR SIU File Review Process



Staff is recommending additional language to standardize how companies calculate the Saved
Amount field included on the claims SIU Quarterly Activity Log. The accuracy of reported savings
is considered in the SIU evaluation.
Also pertaining to the CAR Rules 10.C. requirement that SCs must conduct audits of policies to
verify garaging and policy facts, staff has added the requirement that the completed audit reports
be attached and emailed to the CAR SIU group email (siulog@commauto.com).

Commonwealth Automobile Reinsurers
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To:
From:
Re:
Date:

Claims Subcommittee
Mark Alves; Compliance Audit ‐ Director
Claims Performance Standards – Staff Recommendations
August 12, 2020

Overview:
This memorandum provides further explanation regarding two of the staff proposed changes to the
Private Passenger and Commercial Performance Standards (The Standards) detailed in the Memorandum
of Changes. Each proposed modification pertains to company Special Investigative Unit (SIU)
responsibilities and is designed to improve the quality and completeness of SIU referral activity provided
to CAR in accordance with the Standards and CAR’s Rules of Operation.
The Compliance and Operations Committee (COPC) has oversight responsibilities for the compliance audit
program that closely examines industry claims reporting and claims handling. The Claims Subcommittee
(CS) recommendations assist the COPC in determining its recommendations to CAR’s Governing
Committee.
Proposed Updates to Appendix A – CAR SIU Standards
CAR Rule 10.C. and CAR Rule 32.C. are commercial and private passenger companion rules that define
Servicing Carrier (SC) and Assigned Risk Company (ARC) Special Investigative Unit (SIU) requirements. Both
of these Rules outline three specific requirements for all companies writing in Massachusetts:
1. All companies must investigate suspicious claims for the express purpose of eliminating fraud
regardless of whether the policy is written voluntarily or through the residual market.
2. The SIU shall investigate suspicious circumstances surrounding underwriting, rating, and premium
issues.
3. The SIU shall conduct an audit on a representative sample of policies to verify garaging and policy
facts.
Currently, Appendix A – CAR SIU Standards requires that all SIU claim referral activity be reported to CAR
on a quarterly basis. In September 2018, staff developed a SIU system designed to improve the
consistency of the SIU claim referral data reported by companies. Insurers are now required to upload
SIU Quarterly Activity Log data into the SIU application accessible from CAR’s website. The requirement
to upload the claim referral activity into the application was added to Appendix A for both private
passenger and commercial business, and approved by the DOI on April 26, 2019.
Staff is now proposing that SIU underwriting referral activity also be reported to CAR on a quarterly basis,
and uploaded into the same SIU system to centralize both referrals. While most company SIUs have
maintained private passenger and commercial underwriting referral logs, the requirement as to how this
data shall be provided to CAR is not currently documented in the Standards. Staff is proposing that
Appendix A of the Standards, for both private passenger and commercial, be updated to require that SIU
underwriting referrals be reported to CAR through the same system as claim referrals, using a consistent
industry format as prescribed by CAR.
Other supportive references for this recommendation already exist in the Standards. The SIU audit
procedures for both private passenger and commercial testing that are included in Appendix J – CAR SIU
File Review Process reference that claim and underwriting referrals are eligible for sample inclusion and
reference the underwriting referral requirements of Rule 10.C. and Rule 32.C., including the need for
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companies to conduct an audit of a representative sample of policies to verify garaging and policy facts.
Appendix J, considers the underwriting investigations a SIU responsibility and a component of the SIU
evaluation. Therefore, staff is not recommending any adjustments to Appendix J. Including the
underwriting referrals into the SIU System upload already referenced in Appendix A of the Standards will
enable CAR to automate the data collection of both underwriting and claim referrals into the SIU sample
and provide a more complete representation of the audited company’s overall SIU program.
Proposed Penalty Program: SIU Noncompliance
Staff currently has the ability to develop penalties for noncompliance in all private passenger and
commercial audit components except the SIU evaluation. The private passenger Hybrid Audits in
particular have included noncompliant findings pertaining to the SIU statutory requirement. In these
instances, the COPC has adopted the CS recommendation of 2016 that the Committee take appropriate
action in accordance with the Manual of Administrative Procedures or ARC Procedures Manual when the
audited company is considered not compliant with the SIU statute.
Four ARCs were previously determined not compliant in Hybrid Audit results. In each instance, staff was
directed by the Committee to conduct focus audits to verify future compliance. Subsequent auditing
confirmed that each company modified its procedures in compliance with the ARC Procedures Manual.
However, a documented penalty program would deter continued noncompliance. Therefore, staff is
recommending a tiered penalty provision for both private passenger and commercial audit programs.
Conceptually, the proposed penalty provision mirrors the current plan in the Commercial Standards
Measurements and Penalties section of the Standards. A penalty based on three sequential audits is
recommended. A noncompliant finding at the initial point of an audit result would result in a warning only.
After the first and second focus audits, penalties of $6,000 and $30,000, respectively, would be applied.
If a third focus audit results in continued noncompliance, the company would be referred to the Governing
Committee for potentially more substantive penalty considerations. Note that the inclusion of
underwriting referrals referenced above (Proposed Updates to Appendix A – CAR SIU Standards) provides
ARCs additional opportunity to surpass the minimum 25 SIU referrals necessary for SIU testing in
accordance with Appendix J that outlines SIU audit procedures.
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A. Motor Vehicle Body Payments
1. Service Times
a. Assigned Risk Companies (ARCs) must establish programs and
procedures to ensure prompt settlements of warranted motor
vehicle physical damage claims.
b. ARCs must establish procedures to permit prompt appraisal of
damage and to make prompt claim payments of motor vehicle
physical damage claims.
c. The Standard for assignment to an appraiser from the date the
report is received or date of notice of recovery of theft is 2
business days.
d. The Standard for transmittal of the completed appraisal from
the date of the appraisal assignment is 5 business days in
accordance with 212 CMR 2.04(1)(e).
e. The Standard for payment of a first party motor vehicle
physical damage claim under any Direct Payment Plan is 5
business days from completion of the appraisal on all
repairable motor vehicles, subject to all other provisions of the
Plan.
f. The Standard for payment of a first party motor vehicle
physical damage claim that is not under any Direct Payment
Plan is 7 business days following receipt of a Completed Work
Claim Form.
2. Direct Payment Plan
a. All ARCs must have a Direct Payment Plan.
1) The Industry Plan can be adopted. Refer to Appendix C.
2) Modifications to the Industry Plan can be filed for approval
by the Commissioner of Insurance.
3) An ARC can develop its own plan and submit it for
approval by the Commissioner of Insurance.
b. Any Direct Payment Plan developed by an ARC must include a
referral shop program.
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3. Parts Cost
a. ARCs must have programs and procedures to demonstrate its
efforts to obtain discounts and pay less than full retail price for
parts.
b. ARCs must consider the applicability of aftermarket, rebuilt,
and like kind and quality (LKQ) parts on all appropriate
appraisals.
c. ARCs must allow for, and insist on, the use of aftermarket,
rebuilt, and LKQ parts in lieu of new or cost of repair,
whenever appropriate.
4. Labor Rates and Times
ARCs must have a plan designed to seek the most competitive
labor rates and times, and to determine whether labor rates, repair,
and replacement times are reasonable and consistent with industryrecognized sources.
5. Total Loss Payments
a. ARCs shall not declare any motor vehicle a total loss when a
prudent appraisal evaluation would have shown that the motor
vehicle could have been repaired at an overall cost less than the
actual cash value minus the salvage value.
b. The actual cash value of any motor vehicle must be determined
based on the following requirements of Regulation 211 CMR
133.05 Determination of Value. Refer to Appendix E.
Actual Cash Value: Whenever the appraised cost of repair plus
the probable salvage value may be reasonably expected to
exceed the actual cash value of the motor vehicle, the insurer
shall determine the motor vehicle’s actual cash value. This
determination shall be based on a consideration of all the
following factors:
1) The retail book value for an motor vehicle of like kind and
quality, but for the damage incurred;
2) The price paid for the motor vehicle plus the value of prior
improvements to the motor vehicle at the time of accident,
less appropriate depreciation;
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3) The decrease in value of the motor vehicle resulting from
prior unrelated damage which is detected by the appraiser;
and
4) The actual cost of purchase of an available motor vehicle of
like kind and quality but for the damage sustained.
c. Existing pre-insurance inspection reports must be reviewed for
options, mileage, prior condition, prior damages, and placed in
the claim file on all total losses.
d. ARCs must be in compliance with the Salvage Title Law, G.L.
c.90D, §20 (a through e). Refer to Appendix G.
6. Towing and Storage Costs
a. ARCs must have a plan to demonstrate that its staff has
knowledge of and enforce all regulations applicable to towing
and storage rates and conditions.
b. ARCs must have a plan to ensure that non-regulated towing and
storage charges are reasonable, or to resist and reduce said
charges if unreasonable.
c. ARCs must have a plan to control storage costs including the
prompt disposition of salvage.
7. Appraisal of Damage and Reinspections
a. ARCs must have basic guidelines for appraisers, which include
the following areas:
1) Compliance with Regulation 212 CMR 2.04 – The
Appraisal and Repair of Damaged Vehicles. Refer to
Appendix D.
2) Scoping and completing an appraisal
3) Use of aftermarket, rebuilt, LKQ parts
4) Open items and supplements
5) Refinishing
6) Depreciation and betterment
7) Unrelated damage
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8) Structural Damage
9) ACV estimating
10) Screening for fraudulent claims
b. ARCs must have an ongoing training plan and program for
continuing education of staff appraisers, including fraud
awareness.
c. ARCs must have a plan for periodic evaluation of the quality
and accuracy of its independent appraisers.
d. Re-inspections must be completed on 75 percent of all repaired
motor vehicles whose damage exceeded $4,000 including
damages paid under a Direct Payment Plan.
e. Re-inspections must be completed on 25 percent of all repaired
motor vehicles whose damage was less than $4,000 including
damages paid under a Direct Payment Plan.
8. ARCs must establish procedures to comply with claims
requirements included in the mandatory pre-insurance inspection
program established by Regulation 211 CMR 94.00. Refer to
Appendix F.
B. Normal Claim Handling
1. Initial screening of reports of accidents and losses
a. All new notices shall be screened by a person with sufficient
experience and training to be able to identify warning signs
requiring special inquiry or investigation or by an appropriate
expert software system designed for fraud screening, and
thereafter assigned to a person with sufficient experience and
training.
b. The initial screening shall determine whether accident
circumstances, facts, and information reported are consistent
and sufficient to establish the occurrence.
c. The initial screening shall identify losses involving theft or
arson, which always require detailed investigation.
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d. The fraud indicators of CAR’s Special Investigative Unit (SIU)
Standards and Fraud Profile shall be considered to determine
possible warning signs of fraud. Refer to Appendix A.
e. A determination shall be made of the type and extent of further
investigation that may be necessary if the initial screening
identifies discrepancies or inconsistencies.
2. Initial Investigation
The initial investigation shall include:
a. Reviewing policy information to verify coverage, resolve any
issues including garaging or operators, and notifying
Underwriting where appropriate.
b. Timely contact with involved parties to secure sufficient
documentation of facts involving accident circumstances, to
verify occurrence, and to establish degree of fault and, in cases
where no injuries are reported, appropriate to the loss.
c. Obtaining documentation of ownership and existence of said
motor vehicle in appropriate cases, especially total losses.
d. Documenting the damages or value of the motor vehicle.
e. Reviewing and evaluating discrepancies and fraud indicators to
determine the scope of further investigation.
f. Timely setting of reasonable initial reserves and following the
documented company policy.
3. Appraisal Program
a. Appraisers must recognize and report discrepancies which may
indicate need for further investigation.
b. Appraisals shall be reviewed in conjunction with other
information developed to determine if there are any indicators
of fraud.
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4. Prompt Evaluation and Settlement
a. After initial investigation is complete, a decision must be made
to promptly process for settlement or refer case for special
investigation.
b. In the normal course of claim handling, a file shall be referred
for special investigation or expert analysis when discrepancies
exist that are unresolved.
c. ARCs shall have a litigation management program designed to
bring cases to the earliest conclusion at a reasonable value.
5. Department of Revenue (DOR) Requirements
Prior to making any payment equal to or in excess of $500 to a
third-party claimant, the ARC must comply with the requirements
of the Insurance Claim Payment Intercept Program, G.L. c.175,
§24D NOTE: Failure to comply with G.L. c.175, §24D will subject
the ARC to penalties proscribed by the DOR. These penalties will
be in lieu of those penalties imposed for noncompliance with the
Performance Standards. Refer to Appendix H.
6. Subrogation/Recovery
a. The investigation shall determine other parties involved in the
accident, the probable extent of liability on each party, and the
carrier or party against whom subrogation will be directed, if
applicable.
b. Upon subrogation recovery the deductible shall be reimbursed in
a timely and accurate manner when and where appropriate.
C. Fraud Handling
1. Screening process for suspected fraudulent claims
a. When a discrepancy is of such weight as to raise substantial
questions of fraud (example: all keys accounted for and the
motor vehicle shows no ignition damage), the case shall be
referred for special investigation.
b. Whenever several discrepancies exist and/or a pattern appears
that matches prior suspicious cases, the case shall be referred for
special investigation.
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c. Unresolved discrepancies, such as Vehicle Identification
Number (VIN) problems, prior total loss or salvaged motor
vehicle, title inconsistencies, or other verifiable documents shall
result in the case being referred for special investigation.
d. Whenever a combination of minor discrepancies occur which
cannot be resolved, the case shall be referred for special
investigation.
2. Appraisal Program
a. When damage to the motor vehicle is identified as inconsistent
with accident circumstances, the case shall be considered for
special investigation.
b. Clear photographs must accompany explanation of all damage
inconsistencies.
3. Special Investigation
a. Claims identified as suspicious or suspected fraudulent shall be
referred for more detailed special investigation and
consideration given to referring the claim to Insurance Fraud
Bureau (IFB), National Insurance Crime Bureau (NICB) and/or
the appropriate law enforcement agency for prosecution.
b. The CAR SIU Standards for investigation of suspicious claims
must be consulted and considered adhered to as part of the
special investigation process. Refer to Appendix A.
c. The savings recorded on physical damage claims shall be
documented and reported to CAR on a quarterly basis.
4. Evaluation and Settlement
After a special investigation is complete, a decision must be made to
pay the claim or resist. The claim file must clearly document the
basis for the decision and result.
D. Glass
1. ARCs must establish a program to effect prompt repair or
replacement of damaged or broken glass covered under motor
vehicle physical damage coverage, at a fair and competitive cost.
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2. ARCs must have a plan to screen all glass bills and obtain
reasonable discounts on market price lists for all domestic and
foreign windshields and all side and back glass.
3. ARCs must have a plan to pay labor costs which are reasonable
and competitive for glass repair or replacement.
4. ARCs must consider a plan to waive any glass deductible if the
insured elects to repair the glass damage in lieu of replacement.
5. ARCs must have a plan to address fraud, including inspection or
re-inspection of a representative sampling of all glass losses. In no
event shall the selection be based on the age or sex of the
policyholder, customary operators of motor vehicle, or the
principal place of garaging of the motor vehicle.
E. Fraud Training
1. ARCs must have a plan that provides for ongoing training of fraud
awareness and how to identify suspicious claims.
2. ARCs must have a plan for training of special investigation and
handling of suspicious and suspected fraudulent claims.
3. ARCs must have a plan to provide training on claim reporting and
fraud recognition to producers and its customer service
representatives.

CAR
Standard II
Revision Date
Page

Private Passenger Claims Performance Standards
Bodily Injury & Uninsured/Underinsured Motorist
2020.09.02
Page 1 of 5

CAR DOCKET #GC20.07
EXHIBIT #3
PAGE 18 OF 81

A. Normal Claim Handling
1. Initial Screening of Reports of Accident and Losses
a. All new notices shall be screened by a person with sufficient
experience and training to be able to identify warning signs
requiring special inquiry or investigation or by an appropriate
expert software system designed for fraud screening, and
thereafter assigned to a person with sufficient experience and
training.
b. The initial screening shall determine whether accident
circumstances, facts, and information reported are consistent
and sufficient to establish the occurrence.
c. The initial screening shall include checking policy information
and accident history, and reporting to the Central Index Bureau
(CIB) to evaluate for possible warning signs.
d. The fraud indicators of CAR SIU Standards and Fraud Profile
shall also be considered for possible warning signs. Refer to
Appendix A.
e. A determination shall be made of the type and extent of further
investigation that may be necessary if the initial screening
identifies discrepancies or inconsistencies.
2. Initial Investigation
The initial investigation shall include:
a. Reviewing policy information to verify coverage and resolve
any coverage issues. Reservation of Right letters and Excess
of Loss letters shall be used when and where appropriate.
b. Contacting involved parties and securing sufficient
documentation of facts involving the accident circumstances to
verify occurrence and to establish degree of fault.
c. Securing documentation to verify that all alleged injured
parties were actually involved in the accident.
d. Reviewing and evaluating discrepancies and fraud indicators to
determine the scope of further investigation.
e. Timely setting of reasonable initial reserves and following the
documented company policy.
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3. Contacts
a. Injured persons or their legal representative making a claim shall
be contacted within 2 business days of receipt of notice of injury
for purposes of investigation and verification.
b. The named insured, if not an injured party, shall be contacted
within 3 business days of receipt of notice of injury for
purposes of investigation and verification.
c. The insured operator, if not one of the above, shall be contacted
within 3 business days of receipt of notice of injury for purposes
of investigation and verification.
4. Loss Management
Loss management, assessment, and verification tools shall be used
when appropriate to identify the disability claimed, the medical
treatment and whether the treatment and medical expenses are
reasonable, necessary, and related to the motor vehicle accident.
5. Follow-Up and Continuing Investigation
The continuing investigation shall include:
a. Verifying and evaluating the type and extent of injury
substantiated by available reports and/or independent
examinations.
b. Confirming and documenting that treatment and expenses are
reasonable, necessary, and related to the accident.
c. Reviewing and evaluating discrepancies and fraud indicators to
determine the scope of further investigation.
d. Employing proper diary systems and ensuring ARC reporting
and authority levels are followed.
e. Timely and reasonable changes to the reserves that follow the
documented company policy.
6. Settlement Negotiations or Denial
a. ARCs shall have a settlement evaluation plan to obtain
reasonable negotiated settlements of warranted claims.
Settlements shall be within the approved range or the reason
clearly documented if exceeded.
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b. Settlements shall be evaluated and pursued when the injury and
expense end result can be established.
c. Mitigating factors that may reduce settlement value, such as
comparative negligence or joint tortfeasor situations shall be
evaluated.
d. Unwarranted or fraudulent claims shall be resisted and denied.
e. In the normal course of claim handling, a file shall be referred
for a special investigation or expert analysis when discrepancies
exist that are unresolved.
f. Underinsured motorist claims shall be documented when no
other party is identified as liable.
7. Cases in Suit
a. ARCs shall have a litigation management program designed to
bring cases to the earliest conclusion at a reasonable value.
b. Reservation of Right letters and Excess of Loss letters shall be
used when and where appropriate.
c. Suit referral shall be timely and assigned to appropriate counsel.
d. Evaluation, case strategy, and legal action plan shall be
documented.
e. Legal bills shall be reviewed for accuracy and reasonableness.
f. ARCs shall have an Alternative Dispute Resolution Program.
8.

DOR Requirements
Prior to making any payment equal to or in excess of $500 to a
third-party claimant, the ARC must comply with the requirements
of the Insurance Claim Payment Intercept Program, G.L. c.175,
§24D. NOTE: Failure to comply with G.L. c.175, §24D will
subject the ARC to penalties proscribed by the DOR. These
penalties will be in lieu of those penalties imposed for
noncompliance with the Performance Standards. Refer to
Appendix H.
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9. Subrogation/Recovery
The investigation shall determine other parties involved in the
accident, the probable extent of liability on each party, and the
carrier or party against whom subrogation will be directed, if
applicable.
B. Fraud Handling
1. Screening Process for Suspected Fraudulent Claims
If in the course of the screening process or initial investigation
discrepancies develop of a sufficiently serious nature or indications
of potential fraud (such as accident of unusual circumstances,
severity of accident, unusual number of injured passengers, prior
index history, recognition of a pattern related to prior cases of
fraud), the case shall be referred for special investigation with
consideration given to referring the claim to IFB, NICB, or
appropriate law enforcement agency for prosecution. Refer to
Appendix A for other indicators.
2. Special Investigation
a. Claims identified as suspicious or suspected fraudulent shall be
referred for more detailed special investigation with
consideration given to referring the claim to IFB, NICB or
appropriate law enforcement agency for prosecution.
b. The CAR SIU Standards for investigation of suspicious claims
must be consulted and considered adhered to as part of the
special investigation process.
c. ARCs shall have a plan designed to deal with claims involving
exaggerated damages or injuries, such as inflated doctors’ bills
or wage statements, and such plan shall provide a strategy for
concluding those cases at a reasonable amount, as well as
reporting the same to the Detail Claim Database (DCD) at the
AIB. Savings realized from this process shall be documented on
the SIU Quarterly Log.
d. Legal expenses incurred shall be itemized, monitored, and
related to the claim being paid.
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3. Evaluation and Settlement
After a special investigation is complete, a decision must be made to
pay the claim or resist. The claim file must clearly document the
basis for the decision and result.
C. Fraud Training
1. ARCs must have a plan that provides for ongoing training of fraud
awareness and how to identify suspicious claims.
2. ARCs must have a plan to provide training for special investigation
and handling of suspicious and suspected fraudulent claims.
3. ARCs must have a plan to provide training on claim reporting and
fraud recognition to producers and their customer service
representatives.
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A. Screening Reports and Initial Investigation
1. All new notices shall be screened by a person with sufficient
experience and training to be able to identify warning signs requiring
special inquiry or investigation or by an appropriate expert software
system designed for fraud screening, and thereafter assigned by a
person with sufficient experience and training.
2. Initial investigation shall confirm that coverage is appropriate:
a. Date of loss within policy period and all policy coverage is in
order.
b. Injured persons are eligible for no-fault benefits.
c. Private health insurance availability shall be verified and
documented.
d. Injuries arise from use of a motor vehicle.
e. Massachusetts statute applies.
f. No exclusions apply, such as drunk driving, stolen car, or workers
compensation.
3. The setting of initial and subsequent reserves shall be timely,
reasonable, and follow documented company policy.
B. Contacts
1. Injured persons or their legal representative making a claim shall be
contacted within 2 business days of the receipt of notice of injury for
purposes of investigation and verification.
2. The named insured, if not an injured party, shall be contacted within
3 business days of receipt of notice of injury for purposes of
investigation and verification.
3. The insured operator, if not identified in B.1. or B.2., shall be
contacted within 3 business days of receipt of notice of injury for
purposes of investigation and verification.
4. Necessary forms shall be mailed or, if preferred by the injured party,
electronically sent to the address specified within 5 business days
after notice of injury.
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C. Medical Management
1. ARCs must establish a plan to maintain a continuing awareness of
the disability claimed, the medical treatment, and whether the
treatment and medical expense are reasonable, necessary, and
related to the motor vehicle accident.
2. Any plan shall include historically utilized techniques such as: (i)
timely independent medical examinations; (ii) medical bill reviews,
including but not limited to a determination of usual and customary
charges, with or without the use of medical fee databases; (iii) use of
preferred provider organizations, managed care programs, and/or
expert medical systems; and (iv) other innovative approaches.
D. Fraud Handling
1. Screening Process for Suspected Fraudulent Claims
If in the course of the screening process or initial investigation
discrepancies develop of a sufficiently serious nature or indications
of potential fraud exist (such as accident of unusual circumstances,
severity of accident, unusual number of injured passengers, prior
index history, recognition of a pattern related to prior cases of fraud),
the case shall be referred for special investigation. Refer to Appendix
A for other indicators.
2. Special Investigation
a. Claims identified as suspicious or suspected fraudulent shall be
referred for more detailed special investigation with consideration
given to referring the claim to IFB, NICB or appropriate law
enforcement agency for prosecution.
b. The CAR SIU Standards for investigation of suspicious claims
must be consulted and considered adhered to as part of the special
investigation process.
c. ARCs shall have a plan designed to deal with claims involving
exaggerated damages or injuries, such as inflated doctors’ bills or
wage statements, and such plan shall provide a strategy for
concluding those cases at a reasonable amount, as well as
reporting the same to the Detail Claim Database (DCD) at the
AIB. Savings realized from this process shall be documented on
the SIU Quarterly Log.
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d. Legal expenses incurred shall be itemized, monitored, and related
to the claim being paid.
E. Subrogation/Recovery
1. The initial contact and investigation shall determine other parties
involved in the accident, the probable extent of liability on each
party, and the carrier against which subrogation may be directed. If
applicable, a preliminary notice of subrogation shall be sent to the
other carrier.
2. In cases of injury serious enough to exceed the tort threshold, the
no-fault carrier shall alert the tort carrier immediately.
F. Claim Payment
1. No payment shall be made until the reported loss has been verified
and:
a. The deductible applied if applicable.
b. Benefits coordinated in conjunction with existing health carrier
and wage continuation plans.
c. Medical bills verified prior to payment and reviewed for
reasonableness, medical necessity, and relationship to the
accident.
d. Wage rate/working hours verified with employer, using
wage/salary verification forms.
e. Lost wages confirmed by employer’s statement as to time
missed and by physician’s statement verifying disability for that
period of time.
f. Investigations promptly conducted. Upon agreement to pay,
checks are issued within 10 business days.
g. A litigation management program is designed to bring cases to the
earliest conclusion at a reasonable value.
h. Legal expenses incurred are itemized, monitored, and related to
the claim being paid.
2. In the normal course of claim handling, a file shall be referred for
special investigation when discrepancies exist that are unresolved.
Refer to Appendix A for a list of indicators.
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3. Evaluation and Settlement
After a special investigation is complete, a decision must be made to
pay the claim or resist. The file shall clearly document the basis for
the decision and result.
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A. Measurements
1. The key claim requirements of G.L.c.175, §113H that will be
measured by the Compliance Audit Plan are:
 That claims handling is consistent for voluntary and residual
market claims.
 That each ARC maintains a SIU which provides effective fraud
control procedures.
Voluntary and residual market claims will be reviewed for
compliance with policy provisions and applicable statutes, rules and
regulations for the following Best Practices:







Coverage
Investigation
Special Investigation
Medical Management
Litigation Management
Evaluation and Settlement

The benchmark for compliance with these Best Practices is 93% in
accordance with the NAIC error tolerance of 7% for standards
involving claim resolution. The aggregate score for these Best
Practices will be calculated. If the score is less than 93% the ARC
will be required to address the reasons in its response and submit a
remedial action plan.
Chi square testing will be conducted on each Best Practice Voluntary
and MAIP score to determine if any statistical difference in handling
exists. If the difference is statistically significant, the ARC will be
required to address the reasons in its response and submit a remedial
action plan when requested.
2. SIU referrals sampled for audit will be reviewed for compliance with
policy provisions and applicable statutes, rules and regulations for the
following Best Practices:






Quality of Investigation
Timeliness of Investigation
Resolution
Statutory Requirements
Accurate Savings

The benchmark for compliance with these Best Practices is 80%. The
aggregate score for these Best Practices will be calculated. If the score
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is less than 80% the ARC will be required to address the reasons in
its response and submit a remedial action plan.
B. Non-Compliance Penalties
1. In the case of non-compliance pertaining to the Claims Performance
Standards, the ARC will be required to submit a remedial action plan
to CAR. The Governing Committee will determine if further action
including penalties is warranted based on the recommendation of the
Compliance and Operations Committee.
2. In the case of non-compliance pertaining to the SIU evaluation, the
ARC will be subject to the type of penalty using the following
Schedule of Penalties.
Schedule of Penalties
Penalty by Consecutive Audit Occurrence
HAP
Focus 1
Focus 2
Focus 3
Governing
Warning
$6,000
$30,000
Committee
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The reduction of insurance fraud, by monitoring and coordinating the
investigation of suspicious claims, is an important goal of CAR. It seeks the
achievement of three beneficial results:




Successful resistance to the payment of fraudulent claims
The establishment of a deterrent to fraud
The reduction of losses, with the consequent improvement in
insurance rates

In order to achieve these results, ARCs must pursue the investigation of fraud
by establishing a commitment to support and encourage the activities of its
SIU.
A. CAR SIU
The CAR SIU, as part of the Compliance Audit Department exists under
the authority of Article III of the Plan of Operation. It is charged with
monitoring the efforts of Servicing Carriers to control fraud. In addition,
it will assist Members and ARCs on request. CAR will perform a
triennial audit of the SIU of each ARC as part of the HAP audit to evaluate
its effectiveness.
Assistance of the CAR SIU is intended to provide expert investigation
beyond the capabilities of the average ARC’s investigator. The basic
investigation of a suspicious claim is the responsibility of the ARC. CAR
SIU will also assist with the coordination of an investigation involving
several ARCs.
B. CAR Standards for ARC SIU
CAR evaluations of an ARC’s SIU will be based on its performance in
accordance with the following guidelines:
1. Each Servicing Carrier is required by Article IV of the Plan of
Operation to maintain a SIU to investigate suspicious claims for the
purpose of eliminating fraud. A SIU shall be staffed by experienced
salaried employees who are adequately trained in the recognition and
investigation of insurance fraud. A SIU must have at least one full
time employee whose responsibility is principally directed towards
the recognition and investigation of fraud. The work of a SIU may
be supplemented by closely supervised independent adjusters or
investigators.
2. Each ARC shall ensure that all motor vehicle insurance claims, where
there is a suspicion of fraud, are referred promptly to its SIU.
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3. Each ARC SIU shall maintain a SIU Quarterly Activity Logs of
claims and underwriting referrals. cases referred to it containing at
least the following information:









Date of referral
Date of loss
Claim number
Policyholder
Type of claim
Amount of claim
Amount paid
Date completed

The logs shall be uploaded by each ARC to a secure SIU application
located on CAR’s website in the format prescribed by CAR. The
claim and underwriting SIU Quarterly Activity Log templates are
available on CAR’s website. The log files shall be transmitted at the
end of each quarter and no later than the 15th of the following month.
4. Regulation 211 CMR 75.00 establishes the NICB as the central
organization engaged in motor vehicle loss prevention as required by
G.L.c.175, §113O. It also requires certain actions by insurers with
respect to theft claims. An insurer must, among other things:






Report all thefts to NICB
Obtain NICB’s acknowledgement before paying claims
Report disposition of salvage
Investigate and report evidence of fraud
Defer payment in certain circumstances

5. The NICB has been established as the central organization to whom
insurance companies report cases of bodily injury fraud for possible
further action with law enforcement agencies and criminal
prosecuting authorities.
In all cases where careful further investigation has established the
strong possibility of bodily injury fraud, the ARC should forward a
complete photocopy of the claim file to NICB for further
consideration and action.
If an ARC is not a member of NICB, the ARC may refer such case
directly to the appropriate local law enforcement agency for
consideration of criminal prosecution.
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6. The Motor Vehicle Fraud Profile described in Section D. identifies
circumstances in which a motor vehicle theft or fire claim should be
considered suspicious. Such claims warrant careful investigation into
the possibility of fraud.
7. Both law and equity dictate that a prompt and thorough investigation
precede any decision with respect to payment or denial of a claim.
The provisions of G.L. c.93A and c.176D must be borne in mind at
all times. Penalties incurred by members for violations of these laws
are subject to reimbursement by CAR and may not be reported as
loss or allocated expense.
8. The quality of investigation performed by a SIU is an important
criterion of its effectiveness. It will be given careful consideration
by CAR during an audit. It is not possible to outline every avenue
of the investigation of a suspicious claim; it is limited only by the
experience and imagination of the investigator. There are, however,
certain elements which are common to the investigation of
suspicious fire or theft claims that should be covered in every such
case referred to a SIU, or the file should reflect the reasons why it
was not. Refer to Sections C. and D. for these guidelines.
C. CAR Standards for Investigation of Collision and Comprehensive Losses
1. Interviews of Owner, Custodian, Companions, Witnesses, etc.
A recorded statement should be obtained from the owner of the motor
vehicle, exploring in depth and in detail the areas described below.
Statements of others with knowledge of some or all of the
circumstances are also important.




The individual interviewed
Name, address, date of birth, occupation, employer
The motor vehicle
Year, make, model, VIN; when purchased, from whom,
amount paid, motor vehicle traded in, amount allowed; if
used, condition, odometer reading, improvements by
insured; amount borrowed, from whom, term of loan; where
kept when not in use, who uses the motor vehicle, purpose;
service, inspection, repair; problems.
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2. Insurance
How long insured by this company; if short time, former carrier; any
other insurance; recent changes of coverage; history of claims.
3. The Loss
Date, time, and place; description of event; when and how the motor
vehicle got to that location; purpose of its presence there; identity of
witnesses; was car locked; who had keys; activities between leaving
motor vehicle and discovery of loss; time, place, and method of report
to police; identity of those responsible.
4. Police
The owner or custodian of a motor vehicle which is stolen or
substantially damaged must report in writing to the police. An insurer
may not pay a theft claim until it has confirmed the existence of such
a report. Its file should contain a copy of the report or an explanation
of its absence. Police reports of the recovery of a motor vehicle and
any investigation should be obtained. Interviews of police officers
are useful in selected cases. The possibility of investigation by other
governmental agencies should be considered if the claim appears to
be part of an organized pattern of activity.
5. Claim History
A record of the policyholder’s prior losses should be obtained. The
record is not necessarily evidence of impropriety. However, an
extensive record warrants a study of the claim files to identify patterns
of activity or other information of interest. This is a fruitful source of
leads.
6. Insurance File
A study of the underwriting file should be undertaken. A recent
application and/or changes of motor vehicle or coverage may suggest
premeditation.
7. Mortgagee
Inquire via telephone about the timeliness of installment payments
and the amount of the loan outstanding. A history of late payments
and/or a delinquency of several months suggest financial difficulty
which might motivate one to destroy his/her motor vehicle.
8. Ownership and Value
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Copies of the Bill of Sale, the Application for Title and/or
Registration, and the Title should be obtained. These establish
ownership, identify the prior owner, and establish the value at the time
of purchase. Inconsistencies of purchase price suggest dishonesty.
Seek verification by the seller of the price and condition at the time
of sale. Be alert to prior use as a public or private livery motor
vehicle.
9. Betterment
It is often claimed that the value of a motor vehicle has been enhanced
by the addition of special equipment or by cosmetic improvements.
Receipts for such things should be requested, and if received, verified.
10. Service and Repair
The interview with the policyholder and the examination of the motor
vehicle should cover the service and repair history of the motor
vehicle. The inspection sticker and stickers recording oil changes and
lubrication will provide leads, as may the contents of the glove
compartment. Investigate recent service and repair activity to identify
problems which might provide a motive for destroying the motor
vehicle.
11. The Motor Vehicle Examination
A careful, thorough, and early examination of the motor vehicle when
it is available is important.
a. Start with the plate bearing the VIN. Look for evidence of
tampering, either of the plate itself or of the rivets that hold it in
place. Record the complete number by placing a paper over it and
rubbing it with a pencil. Report whether the number is consistent
with the type and model of the motor vehicle and consistent with
the policy.
b. Obtain abundant clear photographs of the engine, passenger, and
trunk compartments and all areas of the exterior, including wheels
and tires. The engine, the ignition lock, and the registration plate
particularly are important. Don’t mark the face of a photograph;
it may destroy its value as evidence.
c. Determine the odometer reading. Report whether it is consistent
with the age and condition of the motor vehicle and with the
mileage reported by the owner.
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d. Examine the ignition lock. Report whether there is evidence of
damage and whether it contained a key.
e. Report whether the glove or trunk compartments contain the usual
articles. Take possession of bills related to service, repair, or
improvements. A thief has no interest in the usual contents; their
absence may suggest removal by the owner in anticipation of a
loss.
f. Examine the inspection sticker. Report when and where it was
inspected, whether it is current, or whether there is a rejection
sticker.
g. Examine the registration plate. Report the date of expiration.
h. Record date on service or oil change stickers.
i. Try to distinguish old damage from new. The presence or absence
of dirt and/or rust should be considered. Report evidence of
recent changes of wheels or tires.
j. Consider or give consideration to wear and tear, mechanical and
electrical failures, and missing parts and equipment.
k. Determine the level and condition of crankcase and transmission
oil, brake fluid, and radiator coolant.
l. In selected cases, a professional analysis of the ignition, the
engine, or the transmission may be warranted.
D. Motor Vehicle Fraud Profile
The following items should serve as indicators in determining whether an
investigation, beyond normal claim handling, is justified in the processing
of all motor vehicle claims. None of these indicators is necessarily
incriminating. Perfectly appropriate claims can often bear these
characteristics. These items are present only to provoke further thought
on the part of the adjusters when one or more of the indicia are present.
A common sense approach to potential fraud investigation is
recommended; therefore, any factor that suggests that a fraudulent claim
is being made is worth discussing with SIU.
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Collision & Comprehensive Fraud Indicators




















Motor Vehicle
Late model motor vehicle with
 Excessive mileage on leased
unusually high mileage
motor vehicles
Completely burned
 Previous total loss
High value extras on
 Missing parts surgically
inexpensive motor vehicle
removed
Allegedly numerous repairs
 Registered other than in the
prior to theft
state of residence
Extensive collision damage,
 Grey market foreign car or
especially if no collision
American diesel
coverage
Inspection sticker expired,
 NICB difficulty in matching
altered, or otherwise defective
the VIN to the motor vehicle
Ignition or steering lock intact
 Purchase price exceptionally
low
Loss
 Loss near inception of policy
 Fire late at night in remote area
 Loss prior to titling and registration
 Loss reported unusually late
 Loss near date of cancellation
Insured
Occupation does not justify
 Insured or friend locates the
expensive motor vehicle
stolen motor vehicle
Insured avoids use of mail
 No report to police
Loan payments late
 Bad loss record
Insured is suspiciously
 Insured is evasive as to
knowledgeable of insurance
identity of prior owner of
terminology and the claim
motor vehicle
process
Insured exceptionally anxious
 Insured wants to retain total
to settle
loss
Insured uses a PO Box, hotel,
 Insured recently purchased
or motel as his/her address
stated value policy
Insured in obvious financial
 Insured has no phone and
difficulty
cannot be contacted at work
Insured is unemployed and
without visible means of
support
Coverage
Purchase
Coverage increased just prior
 Title is a duplicate or none
to loss
available
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No lienholder on new model,
or lienholder is an individual
rather than lending institution



CAR DOCKET #GC20.07
EXHIBIT #3
PAGE 36 OF 81

Previous owner cannot be
located

Bodily Injury, Including No-Fault




The Accident
No witness



Injuries and Damages
Treatment appears excessive
for the type of injury,
indicative of build-up to
exceed tort threshold
Injuries are limited to soft
tissue, and recovery appears to
be unusually prolonged

Police report fails to verify
accident, or presence of
claimants fails to verify any
injury on the part of any
claimant
Other motor vehicle in
accident denies involvement
Too many claimants for
described accident





Any allegation of intentional
involvement





Description of accident does
not support injuries claimed





Claimant or insured is difficult
to find; claims to be selfemployed or employed by
another family member
Injuries appear to be excessive
in light of details of the
accident or appear unrelated to
the accident
The Motor Vehicle
 No verification that described motor vehicle involved
 Damage seems too minor for injuries alleged
 Extent and location of damage do not match allegations









Index history shows a history
of claims
The attorney and physician
involved have appeared on a
number of questionable cases
Medical bills received are
reproductions of originals or
bear evidence of alterations
Wage loss not verified or
wage verification form not
signed, bears questionable
signature or is suspicious
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A. ARCs are required by G.L. c.175, §113H and Rule 30 to maintain a SIU
to investigate suspicious or questionable motor vehicle insurance claims
for the purpose of eliminating fraud. The SIU must have at least one full
time employee whose responsibility is principally directed towards the
recognition and investigation of fraud. ARCs are required to report SIU
activity - assignments, denials, compromises, and savings to CAR using
the standardized SIU Quarterly Activity Log.
During the triennial Hybrid Audit, a sample of 25 voluntary and/or MAIP
claims or underwriting cases selected from the SIU log will be reviewed
to determine the effectiveness of the ARC’s fraud screening and quality
of the SIU investigations. The cases will be evaluated on the quality of
investigation, timeliness of investigation, resolution, statutory
requirements, and accuracy of savings.
The evaluation of savings is based on the Saved Amount reported in the
claims activity log. The Saved Amount reported for physical damage
losses should be based upon the appraisal. Property Damage savings
should also be based on the appraisal. If there is no appraisal available,
the current reserve should be reported as the Saved Amount. PIP savings
should be based on the total amount of medical bills less any cost
containment results and should be reported as the Saved Amount. If
there were no medical bills submitted, the current reserve should be
reported as the Saved Amount. Bodily Injury savings and the reported
Saved Amount should be based on the settlement evaluation referenced
in Section A.6.a.-f. of Standard II: Bodily Injury &
Uninsured/Underinsured Motorist.
B. Rule 32 requires that the ARC’s SIU investigate suspicious claims on all
policies whether issued through the MAIP or issued voluntarily. Also,
the SIU shall investigate suspicious circumstances surrounding
underwriting, rating, and premium issues. Additionally, Rule 32.C.
requires the ARC to conduct an audit of voluntary and MAIP policies to
verify garaging and policy facts. The completed audit reports verifying
garaging and policy facts conducted by the ARC shall be emailed to
siulog@commauto.com at the end of each quarter and no later than the
15th of the following month. The SIU relevant components are included
in the Hybrid Audit report and considered by the Compliance and
Operations Committee upon completion.
Special Investigations may be performed by SIU personnel or other
personnel trained to handle suspicious claims using activity checks,
surveillance, accident reconstruction, statements or examinations under
oath. Special investigations also include third party expert analysis of
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documents associated with suspicious claims. Liability investigations are
not considered to be special investigations.
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A. Motor Vehicle Body Payments
1. Service Times
a. Servicing Carriers (SCs) must establish programs and
procedures to ensure prompt settlements of warranted motor
vehicle physical damage claims.
b. SCs must establish procedures to permit prompt appraisal of
damage at drive-in locations or in the field and to make prompt
claim payments of motor vehicle physical damage claims.
c. The Standard for assignment to an appraiser from the date the
report is received or date of notice of recovery of theft is 2
business days.
d. The Standard for transmittal of the completed appraisal from
the date of the appraisal assignment is 5 business days in
accordance with 212 CMR 2.04(1)(e).
e. The Standard for payment of a first party motor vehicle
physical damage claim under any Direct Payment Plan is 5
business days from completion of the appraisal on all
repairable motor vehicles, subject to all other provisions of the
Plan.
f. The Standard for payment of a first party motor vehicle
physical damage claim that is not under any Direct Payment
Plan is 7 business days following receipt of a Completed Work
Claim Form.
2. Direct Payment Plan
a. All SCs must have a Direct Payment Plan.
a. The Industry Plan can be adopted. Refer to Appendix C.
b. Modifications to the Industry Plan can be filed for approval
by the Commissioner of Insurance.
c. A SC can develop its own plan and submit it for approval
by the Commissioner of Insurance.
b. Any Direct Payment Plan developed by a SC must include a
referral shop program.
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3. Parts Cost
a. SCs must have programs and procedures to demonstrate its
efforts to obtain discounts and pay less than full retail price for
parts.
b. SCs must consider the applicability of aftermarket, rebuilt, and
like kind and quality (LKQ) parts on all appropriate appraisals.
c. SCs must allow for, and insist on, the use of aftermarket,
rebuilt, and LKQ parts in lieu of new or cost of repair,
whenever appropriate.
4. Labor Rates and Times
SCs must have a plan designed to seek the most competitive labor
rates and times, and to determine whether labor rates, repair, and
replacement times are reasonable and consistent with industryrecognized sources.
5. Total Loss Payments
a. SCs shall not declare any motor vehicle a total loss when a
prudent appraisal evaluation would have shown that the motor
vehicle could have been repaired at an overall cost less than the
actual cash value minus the salvage value.
b. The actual cash value of any motor vehicle must be determined
based on the following requirements of Regulation 211 CMR
133.05 Determination of Value. Refer to Appendix E.
Actual Cash Value: Whenever the appraised cost of repair plus
the probable salvage value may be reasonably expected to
exceed the actual cash value of the motor vehicle, the insurer
shall determine the motor vehicle’s actual cash value. This
determination shall be based on a consideration of all the
following factors:
a. The retail book value for an motor vehicle of like kind and
quality, but for the damage incurred;
b. The price paid for the motor vehicle plus the value of prior
improvements to the motor vehicle at the time of accident,
less appropriate depreciation;
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c. The decrease in value of the motor vehicle resulting from
prior unrelated damage which is detected by the appraiser;
and
d. The actual cost of purchase of an available motor vehicle of
like kind and quality but for the damage sustained.
c. Existing pre-insurance inspection reports must be reviewed for
options, mileage, prior condition, prior damages, and placed in
the claim file on all total losses.
d. SCs must be in compliance with the Salvage Title Law, G.L.
c.90D, §20 (a through e). Refer to Appendix G.
6. Towing and Storage Costs
a. SCs must have a plan to demonstrate that its staff has
knowledge of and enforces all regulations applicable to towing
and storage rates and conditions.
b. SCs must have a plan to ensure that non-regulated towing and
storage charges are reasonable, or to resist and reduce said
charges if unreasonable.
c. SCs must have a plan to control storage costs including the
prompt disposition of salvage.
7. Appraisal of Damage and Re-inspections
a. SCs must have basic guidelines for appraisers, which include
the following areas:
a. Compliance with Regulation 212 CMR 2.04 – The
Appraisal and Repair of Damaged Vehicles. Refer to
Appendix D.
b. Scoping and completing an appraisal
c. Use of aftermarket, rebuilt, LKQ parts
d. Open items and supplements
e. Refinishing
f. Depreciation and betterment
g. Unrelated damage
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h. Structural Damage
i. ACV estimating
j. Screening for fraudulent claims
b. SCs must have an ongoing training plan and program for
continuing education of staff appraisers, including fraud
awareness.
c. SCs must have a plan for periodic evaluation of the quality and
accuracy of its independent appraisers.
d. Re-inspections must be completed on 75 percent of all repaired
motor vehicles whose damage exceeded $4,000 including
damages paid under a Direct Payment Plan.
e. Re-inspections must be completed on 25 percent of all repaired
motor vehicles whose damage was less than $4,000 including
damages paid under a Direct Payment Plan.
8. SCs must establish procedures to comply with claims requirements
included in the mandatory pre-insurance inspection program
established by Regulation 211 CMR 94.00. Refer to Appendix F.
B. Normal Claim Handling
1. Initial screening of reports of accidents and losses
a. All new notices shall be screened by a person with sufficient
experience and training to be able to identify warning signs
requiring special inquiry or investigation or by an appropriate
expert software system designed for fraud screening, and
thereafter assigned to a person with sufficient experience and
training.
b. The initial screening shall determine whether accident
circumstances, facts, and information reported are consistent
and sufficient to establish the occurrence.
c. The initial screening shall identify losses involving theft or
arson, which always require detailed investigation.
d. The fraud indicators of CAR’s Special Investigative Unit (SIU)
Standards and Fraud Profile shall be considered to determine
possible warning signs of fraud. Refer to Appendix A.
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e. A determination shall be made of the type and extent of further
investigation that may be necessary if the initial screening
identifies discrepancies or inconsistencies.
2. Initial Investigation
The initial investigation shall include:
a. Reviewing policy information to verify coverage, resolve any
issues including garaging or operators, and notifying
Underwriting where appropriate.
b. Timely contact with involved parties to secure sufficient
documentation of facts involving accident circumstances, to
verify occurrence, and to establish degree of fault and, in cases
where no injuries are reported, appropriate to the loss.
c. Obtaining documentation of ownership and existence of said
motor vehicle in appropriate cases, especially total losses.
d. Documenting the damages or value of the motor vehicle.
e. Reviewing and evaluating discrepancies and fraud indicators to
determine the scope of further investigation.
f. Timely setting of reasonable initial reserves and following the
documented company policy.
3. Appraisal Program
a. Appraisers must recognize and report discrepancies which may
indicate need for further investigation.
b. Appraisals shall be reviewed in conjunction with other
information developed to determine if there are any indicators
of fraud.
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4. Prompt Evaluation and Settlement
a. After initial investigation is complete, a decision must be made
to promptly process for settlement or refer case for special
investigation.
b. In the normal course of claim handling, a file shall be referred
for special investigation or expert analysis when discrepancies
exist that are unresolved.
c. SCs shall have a litigation management program designed to
bring cases to the earliest conclusion at a reasonable value.
5. Department of Revenue (DOR) Requirements
Prior to making any payment equal to or in excess of $500 to a
third-party claimant, the SC must comply with the requirements of
the Insurance Claim Payment Intercept Program, G.L. c.175, §24D
NOTE: Failure to comply with G.L. c.175, §24D will subject the
SC to penalties proscribed by the DOR. These penalties will be in
lieu of those penalties imposed for noncompliance with the
Performance Standards. Refer to Appendix H.
6. Subrogation/Recovery
a. The investigation shall determine other parties involved in the
accident, the probable extent of liability on each party, and the
SC or party against whom subrogation will be directed, if
applicable.
b. Upon subrogation recovery the deductible shall be reimbursed in
a timely and accurate manner when and where appropriate.
C. Fraud Handling
1. Screening process for suspected fraudulent claims
a. When a discrepancy is of such weight as to raise substantial
questions of fraud (example: all keys accounted for and the
motor vehicle shows no ignition damage), the case shall be
referred for special investigation.
b. Whenever several discrepancies exist and/or a pattern appears
that matches prior suspicious cases, the case shall be referred for
special investigation.
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c. Unresolved discrepancies, such as Vehicle Identification
Number (VIN) problems, prior total loss or salvaged motor
vehicle, title inconsistencies, or other verifiable documents shall
result in the case being referred for special investigation.
d. Whenever a combination of minor discrepancies occur which
cannot be resolved, the case shall be referred for special
investigation.
2. Appraisal Program
a. When damage to the motor vehicle is identified as inconsistent
with accident circumstances, the case shall be considered for
special investigation.
b. Clear photographs must accompany explanation of all damage
inconsistencies.
3. Special Investigation
a. Claims identified as suspicious or suspected fraudulent shall be
referred for more detailed special investigation with
consideration given to referring the claim to Insurance Fraud
Bureau (IFB), National Insurance Crime Bureau (NICB) and/or
the appropriate law enforcement agency for prosecution.
b. The CAR SIU Standards for investigation of suspicious claims
must be consulted and considered adhered to as part of the
special investigation process. Refer to Appendix A.
c. The savings recorded on physical damage claims shall be
documented and reported to CAR on a quarterly basis.
4. Evaluation and Settlement
After a special investigation is complete, a decision must be made to
pay the claim or resist. The claim file must clearly document the
basis for the decision and result.
D. Glass
1. SCs must establish a program to effect prompt repair or
replacement of damaged or broken glass covered under motor
vehicle physical damage coverage, at a fair and competitive cost.
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2. SCs must have a plan to screen all glass bills and obtain reasonable
discounts on market price lists for all domestic and foreign
windshields and all side and back glass.
3. SCs must have a plan to pay labor costs which are reasonable and
competitive for glass repair or replacement.
4. SCs must consider a plan to waive any glass deductible if the
insured elects to repair the glass damage in lieu of replacement.
5. SCs must have a plan to address fraud, including inspection or reinspection of a representative sampling of all glass losses. In no
event shall the selection be based on the age or sex of the
policyholder, customary operators of motor vehicle, or the
principal place of garaging of the motor vehicle.
E. Fraud Training
1. SCs must have a plan that provides for ongoing training of fraud
awareness and how to identify suspicious claims.
2. SCs must have a plan for training of special investigation and
handling of suspicious and suspected fraudulent claims.
3. SCs must have a plan to provide training on claim reporting and
fraud recognition to producers and its customer service
representatives.
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A. Normal Claim Handling
1. Initial Screening of Reports of Accident and Losses
a. All new notices shall be screened by a person with sufficient
experience and training to be able to identify warning signs
requiring special inquiry or investigation or by an appropriate
expert software system designed for fraud screening, and
thereafter assigned to a person with sufficient experience and
training.
b. The initial screening shall determine whether accident
circumstances, facts, and information reported are consistent
and sufficient to establish the occurrence.
c. The initial screening shall include checking policy information
and accident history, and reporting to the Central Index Bureau
(CIB) to evaluate for possible warning signs.
d. The fraud indicators of CAR SIU Standards and Fraud Profile
shall also be considered for possible warning signs. Refer to
Appendix A.
e. A determination shall be made of the type and extent of further
investigation that may be necessary if the initial screening
identifies discrepancies or inconsistencies.
2. Initial Investigation
The initial investigation shall include:
a. Reviewing policy information to verify coverage and resolve
any coverage issues. Reservation of Right letters and Excess
of Loss letters shall be used when and where appropriate.
b. Contacting involved parties and securing sufficient
documentation of facts involving the accident circumstances to
verify occurrence and to establish degree of fault.
c. Securing documentation to verify that all alleged injured
parties were actually involved in the accident.
d. Reviewing and evaluating discrepancies and fraud indicators to
determine the scope of further investigation.
e. Timely setting of reasonable initial reserves and following the
documented company policy.
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3. Contacts
a. Injured persons or their legal representative making a claim shall
be contacted within 2 business days of receipt of notice of injury
for purposes of investigation and verification.
b. The named insured, if not an injured party, shall be contacted
within 3 business days of receipt of notice of injury for
purposes of investigation and verification.
c. The insured operator, if not one of the above, shall be contacted
within 3 business days of receipt of notice of injury for purposes
of investigation and verification.
4. Loss Management
Loss management, assessment, and verification tools shall be used
when appropriate to identify the disability claimed, the medical
treatment and whether the treatment and medical expenses are
reasonable, necessary, and related to the motor vehicle accident.
5. Follow-Up and Continuing Investigation
The continuing investigation shall include:
a. Verifying and evaluating the type and extent of injury
substantiated by available reports and/or independent
examinations.
b. Confirming and documenting that treatment and expenses are
reasonable, necessary, and related to the accident.
c. Reviewing and evaluating discrepancies and fraud indicators to
determine the scope of further investigation.
d. Employing proper diary systems and ensuring SC reporting and
authority levels are followed.
e. Timely and reasonable changes to the reserves that follow the
documented company policy.
6. Settlement Negotiations or Denial
a. SCs shall have a settlement evaluation plan to obtain
reasonable negotiated settlements of warranted claims.
Settlements shall be within the approved range or the reason
clearly documented if exceeded.
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b. Settlements shall be evaluated and pursued when the injury and
expense end result can be established.
c. Mitigating factors that may reduce settlement value, such as
comparative negligence or joint tortfeasor situations shall be
evaluated.
d. Unwarranted or fraudulent claims shall be resisted and denied.
e. In the normal course of claim handling, a file shall be referred
for a special investigation or expert analysis when discrepancies
exist that are unresolved.
f. Underinsured motorist claims shall be documented when no
other party is identified as liable.
7. Cases in Suit
a. SCs shall have a litigation management program designed to
bring cases to the earliest conclusion at a reasonable value.
b. Reservation of Right letters and Excess of Loss letters shall be
used when and where appropriate.
c. Suit referral shall be timely and assigned to appropriate counsel.
d. Evaluation, case strategy, and legal action plan shall be
documented.
e. Legal bills shall be reviewed for accuracy and reasonableness.
f. SCs shall have an Alternative Dispute Resolution Program.
8.

DOR Requirements
Prior to making any payment equal to or in excess of $500 to a
third-party claimant, the SC must comply with the requirements of
the Insurance Claim Payment Intercept Program, G.L. c.175, §24D.
NOTE: failure to comply with G.L. c.175, §24D will subject the
SC to penalties proscribed by the DOR. These penalties will be in
lieu of those penalties imposed for noncompliance with the
Performance Standards. Refer to Appendix H.

9. Subrogation/Recovery
The investigation shall determine other parties involved in the
accident, the probable extent of liability on each party, and the SC or
party against whom subrogation will be directed, if applicable.
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B. Fraud Handling
1. Screening Process for Suspected Fraudulent Claims
If in the course of the screening process or initial investigation
discrepancies develop of a sufficiently serious nature or indications
of potential fraud (such as accident of unusual circumstances,
severity of accident, unusual number of injured passengers, prior
index history, recognition of a pattern related to prior cases of
fraud), the case shall be referred for special investigation with
consideration given to referring the claim to IFB, NICB, or
appropriate law enforcement agency for prosecution. Refer to
Appendix A for other indicators.
2. Special Investigation
a. Claims identified as suspicious or suspected fraudulent shall be
referred for more detailed special investigation with
consideration given to referring the claim to IFB, NICB or
appropriate law enforcement agency for prosecution.
b. The CAR SIU Standards for investigation of suspicious claims
must be consulted and considered adhered to as part of the
special investigation process.
c. SCs shall have a plan designed to deal with claims involving
exaggerated damages or injuries, such as inflated doctors’ bills
or wage statements, and such plan shall provide a strategy for
concluding those cases at a reasonable amount, as well as
reporting the same to the Detail Claim Database (DCD) at the
Automobile Insurers Bureau (AIB). Savings realized from this
process shall be documented on the SIU Quarterly Log.
d. Legal expenses incurred shall be itemized, monitored, and
related to the claim being paid.
3. Evaluation and Settlement
After a special investigation is complete, a decision must be made to
pay the claim or resist. The claim file must clearly document the
basis for the decision and result.
C. Fraud Training
1. SCs must have a plan that provides for ongoing training of fraud
awareness and how to identify suspicious claims.

CAR
Standard II
Revision Date
Page

Commercial Claims Performance Standards
Bodily Injury & Uninsured/Underinsured Motorist
2020.11.18
Page 5 of 5

CAR DOCKET #GC20.07
EXHIBIT #3
PAGE 51 OF 81

2. SCs must have a plan to provide training for special investigation
and handling of suspicious and suspected fraudulent claims.
3. SCs must have a plan to provide training on claim reporting and
fraud recognition to producers and their customer service
representatives.
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A. Screening Reports and Initial Investigation
1. All new notices shall be screened by a person with sufficient
experience and training to be able to identify warning signs requiring
special inquiry or investigation or by an appropriate expert software
system designed for fraud screening, and thereafter assigned by a
person with sufficient experience and training.
2. Initial investigation shall confirm that coverage is appropriate:
a. Date of loss within policy period and all policy coverage is in
order.
b. Injured persons are eligible for no-fault benefits.
c. Private health insurance availability shall be verified and
documented.
d. Injuries arise from use of a motor vehicle.
e. Massachusetts statute applies.
f. No exclusions apply, such as drunk driving, stolen car, or workers
compensation.
3. The setting of initial and subsequent reserves shall be timely,
reasonable, and follow documented company policy.
B. Contacts
1. Injured persons or their legal representative making a claim shall be
contacted within 2 business days of the receipt of notice of injury for
purposes of investigation and verification.
2. The named insured, if not an injured party, shall be contacted within
3 business days of the receipt of notice of injury for purposes of
investigation and verification.
3. The insured operator, if not identified in B.1. or B.2., shall be
contacted within 3 business days of receipt of notice of injury for
purposes of investigation and verification.
4. Necessary forms shall be mailed or, if preferred by the injured party,
electronically sent to the address specified within 5 business days
after notice of injury.
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C. Medical Management
1. SCs must establish a plan to maintain a continuing awareness of the
disability claimed, the medical treatment, and whether the treatment
and medical expenses are reasonable, necessary, and related to the
motor vehicle accident.
2. Any plan shall include historically utilized techniques such as: (i)
timely independent medical examinations; (ii) medical bill reviews,
including but not limited to a determination of usual and customary
charges, with or without the use of medical fee databases: (iii) use
of preferred provider organizations, managed care programs, and/or
expert medical systems; and (iv) other innovative approaches.
D. Fraud Handling
1. Screening Process for Suspected Fraudulent Claims
If in the course of the screening process or initial investigation
discrepancies develop of a sufficiently serious nature or indications of
potential fraud exist (such as accident of unusual circumstances, severity
of accident, unusual number of injured passengers, prior index history,
recognition of a pattern related to prior cases of fraud), the case shall be
referred for special investigation. Refer to Appendix A for other
indicators.
2. Special Investigation
a. Claims identified as suspicious or suspected fraudulent shall be
referred for more detailed special investigation with consideration
given to referring the claim to IFB, NICB or appropriate law
enforcement agency for prosecution.
b. The CAR SIU Standards for investigation of suspicious claims must
be consulted and considered adhered to as part of the special
investigation process.
c. SCs shall have a plan designed to deal with claims involving
exaggerated damages or injuries, such as inflated doctors’ bills or
wage statements, and such plan shall provide a strategy for
concluding those cases at a reasonable amount, as well as reporting
the same to the Detail Claim Database (DCD) at the Automobile
Insurers Bureau (AIB). Savings realized from this process shall be
documented on the SIU Quarterly Log.
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d. Legal expenses incurred shall be itemized, monitored, and related to
the claim being paid.
E. Subrogation/Recovery
1. The initial contact and investigation shall determine other parties
involved in the accident, the probable extent of liability on each
party, and the SC against which subrogation may be directed. If
applicable, a preliminary notice of subrogation shall be sent to the
other SC.
2. In cases of injury serious enough to exceed the tort threshold, the
no-fault carrier shall alert the tort carrier immediately.
F. Claim Payment
1.

No payment shall be made until the reported loss has been verified
and:
e. The deductible applied if applicable.
f. Benefits coordinated in conjunction with existing health carrier
and wage continuation plans.
g. Medical bills verified prior to payment and reviewed for
reasonableness, medical necessity, and relationship to the
accident.
h. Wage rate/working hours verified with employer, using
wage/salary verification forms.
i. Lost wages confirmed by employer’s statement as to time
missed and by physician’s statement verifying disability for that
period of time.
j. Investigations promptly conducted. Upon agreement to pay,
checks are issued within 10 business days.
k. A litigation management program is designed to bring cases to the
earliest conclusion at a reasonable value.
l. Legal expenses incurred are itemized, monitored, and related to
the claim being paid.

2. In the normal course of claim handling, a file shall be referred for
special investigation when discrepancies exist that are unresolved.
Refer to Appendix A for a list of indicators.
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3. Evaluation and Settlement
After a special investigation is complete, a decision must be made to
pay the claim or resist. The file shall clearly document the basis for
the decision and result.
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A. Measurements
G.L. c.175, §113H requires that CAR propose rules to govern the
application of penalties for, among other things, the failure to meet the
Performance Standards for the Handling and Payment of Claims by SCs.
The following Performance Standards, approved by the Commissioner of
Insurance apply to the Commercial SC Program.
1. Measurements of performance and compliance with the standards
are conducted through examinations of claims enhanced by relevant
Statistical Plan data and procedures established by CAR. The
completion of a questionnaire by the SCs prior to the biennial review
provides background information on the claim handling programs
established by the SC to comply with the Standards. This will be
supplemented at the time of the examination by a review of company
internal documentation including but not limited to claim manuals,
reserving and claim settlement procedures, and internal audits. In
addition to the Statistical Plan data, SCs are required to report
savings brought about by SIU activities for physical damage, bodily
injury, and personal injury protection claims.
2. SCs are evaluated on the effectiveness of their claim handling in
meeting industry best practices as well as for their compliance with
the Performance Standards and the NAIC Standards. SCs are
measured against the benchmarks listed and industry averages as
well as their own prior performance. Both quantitative and
qualitative aspects of the claims process are evaluated. The most
readily quantifiable standards are the ones that involve specific
timeframes, averages, and counts. Other standards are qualitative
such as reserving, medical management, evaluation, and settlement.
The benchmark for compliance with the best practices and standards
is 80%. The measurements for glass, re-inspections, and ICPIP are
set at MA statutory levels.
3. If it is determined that a SC is not in compliance with the
Performance Standards on ceded files the CAR Compliance Audit
Department will then determine the degree to which the noncompliance exists in the following areas addressed by the Standards.
Specifically, the areas are:
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Standard I – Motor Vehicle Physical Damage & Property Damage
Liability Claims
Standard II – Bodily Injury & Uninsured/Underinsured Motorist
Standard III – No-Fault Personal Injury Protection Benefits
Standard V – Expenses
4. For Standard IV-Voluntary/Ceded Claim Handling Differential,
CAR will evaluate and compare the individual company
performance on the handling of ceded and voluntary claims.
Statistical testing will be performed to determine if there is any
statistically significant difference in the handling of voluntary and
ceded claims by the SC. If CAR determines that the company is in
non-compliance with the Voluntary/Ceded Claims Handling
Differential Standard a penalty will be assessed.
5. SIU referrals sampled for audit will be reviewed for compliance
with policy provisions and applicable statutes, rules and regulations
for the following Best Practices:






Quality of Investigation
Timeliness of Investigation
Resolution
Statutory Requirements
Accurate Savings

The benchmark for compliance with these Best Practices is 80%.
The aggregate score for these Best Practices will be calculated. If
the score is less than 80%, the SC will be required to address the
reasons in its response and submit a remedial action plan.
B. Non Compliance Penalties
1. Minor non-compliance indicates that a SC is not in compliance
with the Standards in one or more areas but the quality of claim
handling is unaffected and no overpayments result from this
situation.
2. Major non-compliance indicates that a SC has failed the
Standards in one or more areas. Claim handling is affected and
overpayments may be occurring as a result. The SC will be
notified of the extent and areas in which non-compliance exists
and will be warned that the subsequent review of the SC must
reflect compliance in all of the cited areas to avoid penalty.
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3. If in the review subsequent to being warned of major noncompliance a SC remains in non-compliance but has improved
its claim handling practices significantly, a Type I penalty will
be assessed for the area in which this non-compliance exists.
4. If in the review subsequent to being warned of major noncompliance a SC fails to improve its claim handling practices, a
Type II penalty will be assessed for the area in which this noncompliance exists.
5. One penalty will be assessed in each of the following sections of
the Standards in which major non-compliance is found:
Standard I – Motor Vehicle Physical Damage & Property Damage
Liability Claims
Standard II – Bodily Injury & Uninsured/Underinsured Motorist
Standard III – No-Fault Personal Injury Protection Benefits
Standard IV – Voluntary/Ceded Claim Handling Differential
Standard V – Expenses
6. The amount of the penalty will be determined by the type of
penalty using the following Schedule of Penalties.

1st Year

Schedule of Penalties
Type I Penalty by Year
nd
2 Year
3rd Year

Warning

$6,000

$30,000

1 Year

Type II Penalty by Year
2nd Year
3rd Year

Warning

$20,000

st

$100,000

4th Year
Governing
Committee
4th Year
Governing
Committee

7. In the event that non-compliance continues beyond two years,
the penalties will increase for the third year according to the
Schedule of Penalties. In the fourth year of non-compliance the
SC would be referred to the Governing Committee for possible
termination.
7.8.In the case of non-compliance pertaining to the SIU evaluations,
the SC will be subject to the Schedule of Penalties for Type I
Penalty by Year.
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8.9.Should a SC achieve compliance after being penalized for noncompliance with the Standards, it must maintain compliance
for two years before it is returned to pre-warning status.
9.10. Should a SC disagree with the findings of the CAR
Compliance Audit Department, it will notify the Governing
Committee and a meeting will be held to discuss the findings. If
agreement cannot be reached, the SC may appeal the decision to
the Commissioner of Insurance in accordance with Rule 20.
10.11. The compliance status of the Commercial SC’s will be
reported to the Compliance and Operations Committee, the
Governing Committee, and the Division of Insurance.
11.12. The following benchmarks and measurements are used to
compare the SCs performance to the Industry on commercial
claims handling.
Except where noted, the benchmark
compliance is 80%.
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Assignment/Contact
Coverage
Appraisal

Reserving
Screening and
Investigation

Settlement

Subrogation/Recovery

NAIC
Measurement
Standard
Physical Damage/Property Damage
 Appropriate assignment and
NAIC 1
contact to establish loss fact
 Coverage verified, garaging
NAIC 3, 7
and operator issues resolved if
applicable
 Appraisal assignment within 2
NAIC 6
business days
 Transmittal of appraisal
within 2 business days
 Quality of appraisal Aftermarket/LKQ, betterment,
screening for fraud, photos,
recognition of fraud, and
cause and origin.
 Timely, reasonable, follow
NAIC 10
documented company policy
 Screening for fraud,
NAIC 2, 3, 6
recognition of fraud indicators
 Timely investigation
 Liability apportioned correctly
 Depreciation and ACV
NAIC 3, 6
calculations appropriate
 Salvage disposal proper
 On property damage,
comparative negligence
recognized
 Payment within 5 days under
Direct Payment Plan; 7 days
CWCF
 Subrogation recognized and
NAIC 8
pursued
 Reimbursement of deductible
is timely and accurate when
and where appropriate
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Measurement
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Benchmark

75%>$4,000;
 Compliance with Regulation
25%<$4,000
212 CMR 2.04
 Program for repair of glass in
Glass
NAIC 6
100%
place
 Carrier tracks percent of
repair
 Bring cases to the earliest
Litigation
NAIC 13
conclusion at a reasonable
Management
value
No Fault Personal Injury Protection Claims
Contact
NAIC 1, 9
Contact
 Injured party - 2 days
 Uninjured party - 3 days
 PIP form mailing - 5 days
 Initial and subsequent reserves
Reserving
NAIC 10
timely and appropriate; follow
documented company policy
 Claims warranting IME
NAIC 4, 5, 6,
Medical Management
referral vs. claims referred for
11
IME
 Appropriate utilization of IME
results to cut off claim, reduce
bills
 Appropriate utilization of
Medical Bill Review program
 Claims warranting special
Loss
investigation vs. claims
Management/Special
NAIC 4, 11
referred for special
Investigation
investigation
 Subrogation recognized and
Subrogation/Recovery
NAIC 8
pursued
 Reimbursement of deductible
is timely and accurate when
and where appropriate
Bodily Injury/Uninsured Motorist Claims
Contact
NAIC 1
 Injured party - 2 days
 Uninjured party - 3 days
 Initial and subsequent reserves
Reserves
NAIC 10
timely and appropriate; follow
documented company policy
Reinspections

NAIC 6, 9
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NAIC
Standard

Measurement

 Claims warranting special
investigation vs. claims
NAIC 4, 11
referred for special
investigation
 Reservation of Rights and
Litigation
NAIC 7, 13
Excess letters used when and
Management
where appropriate
 Evaluation range documented
Settlement
NAIC 3, 5, 6
and appropriate
 Settlement within range or
documented why exceeded
 Recovery potential recognized
Subrogation/Recovery
NAIC 3
and pursued
 Contribution from joint
tortfeasor obtained
 Reported properly as defined
Expenses
NAIC 14
in the Statistical Plan
Voluntary/Ceded Claim Handling Differential
 A comparison of the
compliance results for each of
Claim Handling
NAIC 6
the resolution standards in the
Ceded and Voluntary claims
will be calculated
 Statistical testing will be
performed on the aggregate
results of each of the three
applicable sections: Physical
Damage/Property Damage,
PIP, and BI
 If the difference is statistically
significant, the carrier will be
required to address the
reasons in response
 Following the response, CAR
will make a determination on
whether the Voluntary/Ceded
Standard was in compliance
Loss
Management/Special
Investigation
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The reduction of insurance fraud, by monitoring and coordinating the
investigation of suspicious claims, is an important goal of CAR. It seeks the
achievement of three beneficial results:




Successful resistance to the payment of fraudulent claims
The establishment of a deterrent to fraud
The reduction of losses, with the consequent improvement in
insurance rates

In order to achieve these results, SCs must pursue the investigation of fraud
by establishing a commitment to support and encourage the activities of its
SIU.
A. CAR SIU
The CAR SIU, as part of the Compliance Audit Department exists under
the authority of Article III of the Plan of Operation. It is charged with
monitoring the efforts of SCs to control fraud. In addition, it will assist
Members and SCs on request. CAR will perform a biennial audit of the
SIU of each SC as part of the commercial audit to evaluate its
effectiveness.
Assistance of the CAR SIU is intended to provide expert investigation
beyond the capabilities of the average SC’s investigator. The basic
investigation of a suspicious claim is the responsibility of the SC. CAR
SIU will also assist with the coordination of an investigation involving
several SCs.
B. CAR Standards for SC SIU
CAR evaluations of a SC’s SIU will be based on its performance in
accordance with the following guidelines:
1. Each SC is required by Article IV of the Plan of Operation to maintain
a SIU to investigate suspicious claims for the purpose of eliminating
fraud. A SIU shall be staffed by experienced salaried employees who
are adequately trained in the recognition and investigation of
insurance fraud. A SIU must have at least one full time employee
whose responsibility is principally directed towards the recognition
and investigation of fraud. The work of a SIU may be supplemented
by closely supervised independent adjusters or investigators.
2. Each SC shall ensure that all motor vehicle insurance claims, where
there is a suspicion of fraud, are referred promptly to its SIU.
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3. Each SC SIU shall maintain a SIU Quarterly Activity Logs of claims
and underwriting referrals. cases referred to it containing at least the
following information:









Date of referral
Date of loss
Claim number
Policyholder
Type of claim
Amount of claim
Amount paid
Date completed

The logs shall be uploaded by each SC to a secure SIU application
located on CAR’s website in the format prescribed by CAR. The
claim and underwriting SIU Quarterly Activity Log templates are
available on CAR’s website. The log files shall be transmitted at the
end of each quarter and no later than the 15th of the following month.
4. Regulation 211 CMR 75.00 establishes the NICB as the central
organization engaged in motor vehicle loss prevention as required by
G.L. c.175, §113O. It also requires certain actions by insurers with
respect to theft claims. An insurer must, among other things:






Report all thefts to NICB
Obtain NICB’s acknowledgement before paying claims
Report disposition of salvage
Investigate and report evidence of fraud
Defer payment in certain circumstances

5. The NICB has been established as the central organization to whom
insurance companies report cases of bodily injury fraud for possible
further action with law enforcement agencies and criminal
prosecuting authorities.
In all cases where careful further investigation has established the
strong possibility of bodily injury fraud, the SC should forward a
complete photocopy of the claim file to NICB for further
consideration and action.
If a SC is not a member of NICB, the SC may refer such case directly
to the appropriate local law enforcement agency for consideration of
criminal prosecution.

CAR
Appendix A
Revision Date
Page

Commercial Claims Performance Standards
CAR Special Investigative Unit Standards
2020.11.18
Page 3 of 8

CAR DOCKET #GC20.07
EXHIBIT #3
PAGE 65 OF 81

6. The Motor Vehicle Fraud Profile described in Section D identifies
circumstances in which a motor vehicle theft or fire claim should be
considered suspicious. Such claims warrant careful investigation into
the possibility of fraud.
7. Both law and equity dictate that a prompt and thorough investigation
precede any decision with respect to payment or denial of a claim.
The provisions of G.L. c.93A and c.176D must be borne in mind at
all times. Penalties incurred by members for violations of these laws
are subject to reimbursement by CAR and may not be reported as
loss or allocated expense.
8. The quality of investigation performed by a SIU is an important
criterion of its effectiveness. It will be given careful consideration
by CAR during an audit. It is not possible to outline every avenue
of the investigation of a suspicious claim; it is limited only by the
experience and imagination of the investigator. There are, however,
certain elements which are common to the investigation of
suspicious fire or theft claims that should be covered in every such
case referred to a SIU, or the file should reflect the reasons why it
was not. Refer to Section C. for these guidelines.
C. CAR Standards for Investigation of Collision and Comprehensive Losses
1. Interviews of Owner, Custodian, Companions, Witnesses, etc.
A recorded statement should be obtained from the owner of the motor
vehicle, exploring in depth and in detail the areas described below.
Statements of others with knowledge of some or all of the
circumstances are also important.




The individual interviewed
Name, address, date of birth, occupation, employer
The motor vehicle
Year, make, model, VIN; when purchased, from whom,
amount paid, motor vehicle traded in, amount allowed; if
used, condition, odometer reading, improvements by insured;
amount borrowed, from whom, term of loan; where kept
when not in use, who uses the motor vehicle, purpose; service,
inspection, repair; problems.

2. Insurance
How long insured by this company; if short time, former carrier; any
other insurance; recent changes of coverage; history of claims.
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3. The Loss
Date, time, and place; description of event; when and how the motor
vehicle got to that location; purpose of its presence there; identity of
witnesses; was car locked; who had keys; activities between leaving
motor vehicle and discovery of loss; time, place, and method of report
to police; identity of those responsible.
4. Police
The owner or custodian of a motor vehicle which is stolen or
substantially damaged must report in writing to the police. An insurer
may not pay a theft claim until it has confirmed the existence of such
a report. Its file should contain a copy of the report or an explanation
of its absence. Police reports of the recovery of a motor vehicle and
any investigation should be obtained. Interviews of police officers
are useful in selected cases. The possibility of investigation by other
governmental agencies should be considered if the claim appears to
be part of an organized pattern of activity.
5. Claim History
A record of the policyholder’s prior losses should be obtained. The
record is not necessarily evidence of impropriety. However, an
extensive record warrants a study of the claim files to identify patterns
of activity or other information of interest. This is fruitful source of
leads.
6. Insurance File
A study of the underwriting file should be undertaken. A recent
application and/or changes of motor vehicle or coverage may suggest
premeditation.
7. Mortgagee
Inquire via telephone about the timeliness of installment payments
and the amount of the loan outstanding. A history of late payments
and/or a delinquency of several months suggest financial difficulty
which might motivate one to destroy his/her motor vehicle.
8. Ownership and Value
Copies of the Bill of Sale, the Application for Title and/or
Registration, and the Title should be obtained. These establish
ownership, identify the prior owner, and establish the value at the time
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of purchase. Inconsistencies of purchase price suggest dishonesty.
Seek verification by the seller of the price and condition at the time
of sale. Be alert to prior use as a public or private livery motor
vehicle.
9. Betterment
It is often claimed that the value of an motor vehicle has been
enhanced by the addition of special equipment or by cosmetic
improvements. Receipts for such things should be requested, and if
received, verified.
10. Service and Repair
The interview with the policyholder and the examination of the motor
vehicle should cover the service and repair history of the motor
vehicle. The inspection sticker and stickers recording oil changes and
lubrication will provide leads, as may the contents of the glove
compartment. Investigate recent service and repair activity to identify
problems which might provide a motive for destroying the motor
vehicle.
11. The Motor Vehicle Examination
A careful, thorough, and early examination of the motor vehicle when
it is available is important.
a. Start with the plate bearing the VIN. Look for evidence of
tampering, either of the plate itself or of the rivets that hold it in
place. Record the complete number by placing a paper over it and
rubbing it with a pencil. Report whether the number is consistent
with the type and model of the motor vehicle and consistent with
the policy.
b. Obtain abundant clear photographs of the engine, passenger, and
trunk compartments and all areas of the exterior, including wheels
and tires. The engine, the ignition lock, and the registration plate
particularly are important. Don’t mark the face of a photograph;
it may destroy its value as evidence.
c. Determine the odometer reading. Report whether it is consistent
with the age and condition of the motor vehicle and with the
mileage reported by the owner.
d. Examine the ignition lock. Report whether there is evidence of
damage and whether it contained a key.
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e. Report whether the glove or trunk compartments contain the usual
articles. Take possession of bills related to service, repair, or
improvements. A thief has no interest in the usual contents; their
absence may suggest removal by the owner in anticipation of a
loss.
f. Examine the inspection sticker. Report when and where it was
inspected, whether it is current, or whether there is a rejection
sticker.
g. Examine the registration plate. Report the date of expiration.
h. Record date on service or oil change stickers.
i. Try to distinguish old damage from new. The presence or absence
of dirt and/or rust should be considered. Report evidence of
recent changes of wheels or tires.
j. Consider or give consideration to wear and tear, mechanical and
electrical failures, and missing parts and equipment.
k. Determine the level and condition of crankcase and transmission
oil, brake fluid, and radiator coolant.
l. In selected cases, a professional analysis of the ignition, the
engine, or the transmission may be warranted.
D. Motor Vehicle Fraud Profile
The following items should serve as indicators in determining whether an
investigation, beyond normal claim handling, is justified in the processing
of all motor vehicle claims. None of these indicators is necessarily
incriminating. Perfectly appropriate claims can often bear these
characteristics. These items are present only to provoke further thought
on the part of the adjusters when one or more of the indicia are present.
A common sense approach to potential fraud investigation is
recommended; therefore, any factor that suggests that a fraudulent claim
is being made is worth discussing with SIU.
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Motor Vehicle
Late model motor vehicle with
 Excessive mileage on leased
unusually high mileage
motor vehicles
Completely burned
 Previous total loss
High value extras on
 Missing parts surgically
inexpensive motor vehicle
removed
Allegedly numerous repairs
 Registered other than in the
prior to theft
state of residence
Extensive collision damage,
 Grey market foreign car or
especially if no collision
American diesel
coverage
Inspection sticker expired,
 NICB difficulty in matching
altered, or otherwise defective
the VIN to the motor vehicle
Ignition or steering lock intact
 Purchase price exceptionally
low
Loss
 Loss near inception of policy
 Fire late at night in remote area
 Loss prior to titling and registration
 Loss reported unusually late
 Loss near date of cancellation
Insured
Occupation does not justify
 Insured or friend locates the
expensive motor vehicle
stolen motor vehicle
Insured avoids use of mail
 No report to police
Loan payments late
 Bad loss record
Insured is suspiciously
 Insured is evasive as to
knowledgeable of insurance
identity of prior owner of
terminology and the claim
motor vehicle
process
Insured exceptionally anxious
 Insured wants to retain total
to settle
loss
Insured uses a PO Box, hotel,
 Insured recently purchased
or motel as his/her address
stated value policy
Insured in obvious financial
 Insured has no phone and
difficulty
cannot be contacted at work
Insured is unemployed and
without visible means of
support
Coverage
Purchase
Coverage increased just prior
 Title is a duplicate or none
to loss
available
No lienholder on new model,
 Previous owner cannot be
or lienholder is an individual
located
rather than lending institution
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Bodily Injury, Including No-Fault




The Accident
No witness



Injuries and Damages
Treatment appears excessive
for the type of injury,
indicative of build-up to
exceed tort threshold
Injuries are limited to soft
tissue, and recovery appears to
be unusually prolonged

Police report fails to verify
accident, or presence of
claimants fails to verify any
injury on the part of any
claimant
Other motor vehicle in
accident denies involvement
Too many claimants for
described accident





Any allegation of intentional
involvement





Description of accident does
not support injuries claimed





Claimant or insured is difficult
to find; claims to be selfemployed or employed by
another family member
Injuries appear to be excessive
in light of details of the
accident or appear unrelated to
the accident
The Motor Vehicle
 No verification that described motor vehicle involved
 Damage seems too minor for injuries alleged
 Extent and location of damage do not match allegations









Index history shows a history
of claims
The attorney and physician
involved have appeared on a
number of questionable cases
Medical bills received are
reproductions of originals or
bear evidence of alterations
Wage loss not verified or
wage verification form not
signed, bears questionable
signature or is suspicious
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A. The CAR SIU is charged with monitoring the efforts of the SCs to
control fraud. A biennial evaluation of each SC’s SIU is conducted to
examine the overall SIU operation and quality of investigations.
File Selection and Review
B. A random sample of approximately 25 voluntary and ceded referrals
from the SIU Quarterly Activity Log pertaining to claims or
underwriting is selected. Files are reviewed to determine the ability
of the staff to recognize potentially fraudulent claims and the quality
of the SIU investigations. In addition, CAR reviews the accuracy of
the savings reported to CAR. An examination of the effectiveness of
the carriers’ fraud screening and the SIU referral process has been
incorporated into the biennial Claims Reviews. Cases will be
evaluated on the quality of investigation, timeliness of investigation,
resolution, statutory requirements, and accuracy of savings.
The evaluation of savings is based on the Saved Amount reported in
the claims activity log. The Saved Amount reported for physical
damage losses should be based upon the appraisal. Property Damage
savings should also be based on the appraisal. If there is no appraisal
available, the current reserve should be reported as the Saved Amount.
PIP savings should be based on the total amount of medical bills less
any cost containment results and should be reported as the Saved
Amount. If there were no medical bills submitted, the current reserve
should be reported as the Saved Amount. Bodily Injury savings and
the reported Saved Amount should be based on the settlement
evaluation referenced in Section A.6.a.-f. of Standard II: Bodily Injury
& Uninsured/Underinsured Motorist.
C. Rule 10 requires that the SC’s SIU investigate suspicious
circumstances surrounding underwriting, rating and premium issues.
Also that a claim shall not be investigated by the SIU solely on the
basis that the claim arises from a ceded policy. Additionally, Rule
10.C. requires the SC to conduct an audit of a representative sample
of policies to verify garaging and policy facts. The completed audit
reports verifying garaging and policy facts conducted by the SC shall
be emailed to siulog@commauto.com at the end of each quarter and
no later than the 15th of the following month. The SIU relevant
components are included in the Commercial Claims Performance
Standards Report and SIU Evaluation. This report is considered by the
Compliance and Operations Committee upon completion.
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Proposed Modifications to the Private Passenger Statistical Plan
Proposed
Effective Date

January 1, 2022
(Optional
January 1, 2021)

Description
At its meeting of June 3, 2020, the Compliance and
Operations Committee unanimously approved that the existing
class codes for inexperienced youthful male gender
designations should also be used to identify the non-binary
gender designation (Gender X), rather than adding new
classification codes to the Private Passenger Definition –
Classification Code table.

Pages
Impacted

Records
Impacted

VI:10

All

VI:12
A:2

All

Accordingly, modifications to the descriptions for
classification codes 120, 122, 140 and 142 in the Private
Passenger Definition – Classification Code table are proposed.
Note that for consistency in the wording of the classification
descriptions, modifications to the female gender designation
description for codes 124 and 126 are also proposed.
CAR has recently become aware of antique automobile
programs written in the voluntary market that include
coverage for some vehicles described as “classic cars”, but
which do not fully meet the statutory definition of an antique
automobile.

January 1, 2022
(Optional
January 1, 2021)

By statute, an Antique Motor Car is defined as: any motor
vehicle over twenty-five years old which is maintained solely
for use in exhibitions, club activities, parades and other
functions of public interest and which is not used primarily for
the transportation of passengers or goods over any way,
provided that the application for registration thereof is
accompanied by an affidavit upon a form provided by the
registrar which shall include a statement of the age and
intended use of such motor vehicle.
In order to identify this data for use in the MAIP Quota Share
process, a new Miscellaneous Rated as Private Passenger
classification code has been added to the Private Passenger
Statistical Plan. Classification Code 048500 will be used to
statistically report Specialty and Classic Cars and Specialty
and Classic Motorcycles. These vehicles are those that have
similar usage restrictions as Antique Cars and Antique
Motorcycles, but do not meet the age and registration
requirements set forth in the statute.

Massachusetts Private Passenger Automobile
Statistical Plan
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Part VI - Coding Section
CLASSIFICATION CODE

PRIVATE PASSENGER DEFINITION
Description: First Three Positions (Statistical Class)

Code

For single vehicle policies, there is no operator of the automobile under 25 years of age residing in the
same household as the applicant or employed as a chauffeur for the automobile or who customarily
operates the automobile and the automobile is not customarily used in the occupation, profession or
business of the insured.
Qualifies for Class 110 except the operator of the automobile is age 65 through 74.
Qualifies for Class 110 except the operator of the automobile is age 75 or over.
There is an male operator under 25 years of age with a male or non-binary gender designation that is not
principal operator of the automobile.
There is an male operator under 25 years of age with a male or non-binary gender designation that is
principal operator of the automobile.
There is an female operator of the automobile under 25 years of age with a female gender designation.
Qualifies for Class 124 except all female operators of the automobile who are under 25 years of age with a
female gender designation have completed a satisfactory Driver Training Program as defined in the
Commonwealth Automobile Reinsurers’ Private Passenger Automobile Insurance Manual.
The automobile is owned by an individual and is used in the occupation, profession or business of the
insured.
Qualifies for Class 120 except all male operators of the automobile who are under 25 years of age with a
male or non-binary gender designation have completed a satisfactory Driver Training Program as defined
in the Commonwealth Automobile Reinsurers’ Private Passenger Automobile Insurance Manual.
Qualifies for Class 122 except all male operators of the automobile who are under 25 years of age with a
male or non-binary gender designation have completed a satisfactory Driver Training Program as defined
in the Commonwealth Automobile Reinsurers’ Private Passenger Automobile Insurance Manual.

Description: Fourth Position (Rating Class)

110
115
116
120
122
124
126
130
140
142

Code

Rate Class 10: Experienced Operator - licensed at least 6 years

1

Rate Class 15: Experienced Operator - Licensed at least 6 years - Age sixty-five (65) or more

2

Rate Class 17: Inexperienced Principal Operator – Licensed at least 3 years and less than 6 years

3

Rate Class 18: Inexperienced Occasional Operator - Licensed at least 3 years and less than 6 years

4

Rate Class 30: Business Use

5

Rate Class 20: Inexperienced Principal Operator – Licensed less than 3 years - No Driver Training

6

Rate Class 21: Inexperienced Occasional Operator - Licensed less than 3 years - No Driver Training

7

Rate Class 25: Inexperienced Principal Operator – Licensed less than 3 years - Driver Training

8

Rate Class 26: Inexperienced Occasional Operator - Licensed less than 3 years - Driver Training

9

Description: Fifth and Sixth Positions (Merit Rating Status)
Premium, Loss and Outstanding Loss Records

Code

No merit rating credit or points apply

00

Rated operator incident free for a period of at least 6 years

99

Rated operator incident free for a period of at least 5 years but less than 6
Merit rating points apply

Last Revision Date: 01/01/2010
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Massachusetts Private Passenger Automobile
Statistical Plan
Part VI - Coding Section
CLASSIFICATION CODE
MISCELLANEOUS RATED AS PRIVATE PASSENGER DEFINITION
Code
Liability

Physical
Damage

Snowmobiles

042600

042600

Antique Motor Cars and Antique Motorcycles

048300

048300

Specialty and Classic Motor Cars and Specialty and Classic
Motorcycles
• Qualifies as an Antique Motor Car, except for the age and
registration requirements for such motor vehicles
• Includes motorcycles meeting such qualifications

048500

048500

Golfmobiles (motorized)

049500

049500

Lawnmowers (motorized)

049500

049500

All Other – Miscellaneous Rated as Private Passenger

049900

049900

Description (Merit Rating does not apply)

Code
Description: First Four Positions (Merit Rating does

Liability

Physical
Damage

Trailers designed for use with Private Passenger Motor Vehicles

----

0453

Travel Trailers – Including Mobile Home Trailers not on an
enclosed foundation

----

0459

Motor Homes (Self Propelled) – Not including Camping Trailers,
Travel Trailers and Mobile Homes

0455

0455

Low Speed Vehicles

0460

0460

Vehicles Carrying School Children (Seating 0-9 passengers)
Not registered for Carrying Passengers for hire

0539

0539

apply)

Description: Fifth and Sixth Positions (Merit Rating Status)
Premium, Loss and Outstanding Loss Records

Code

No merit rating credit or points apply

00

Rated operator incident free for a period of at least 6 years

99

Rated operator incident free for a period of at least 5 years but less than 6

98

Merit rating points apply

Last Revision Date: 01/01/2021
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Massachusetts Private Passenger Automobile
Statistical Plan

Appendix A - Classification and Coverage Code Decision Tables

Coverage Code (Phys. Dam.)

Continuous Cov. Discount

Discount Code

Annual Mileage Code

Exposure

Extra-Risk Rating Codes

High-Theft Vehicle Code

Limits Codes (Liability)

Low Frequency Discount

Model Year Century Code

Model Year Code

OEM Coverage Code

Partial/Total Loss Indicator

Passive Restraint Device

Territory Code

Type of Risk Code

Value Code

Vehicle Identification No.

ZIP Code

Producer Code

Subline

###1##
10
###2##
15
###3##
17
###4##
18
###5##
30
###6##
20
###7##
21
###8##
25
###9##
26
0401##, 0408##
0409##, 041###
0420## - 0425##
0427## - 0429##
043###, 0501##
0508##, 0509##,
051###, 052###,
0530##, 0531##,
0601##, 0608##
0609##, 061###
062###, 063###
042600
0453##
0455##
0459##
0460##
048300, 048500
049500
049900
0539##
190000
700000
800000
900000
902000
998000

Anti-Theft Device ID Code

Rating Class

Classification Code

CLASSIFICATION CODE DECISION TABLE

M
M
M
M
M
M
M
M
M

Y
Y
Y
Y
Y
Y
Y
Y
Y

M
M
M
M
M
M
M
M
M

Y
Y
Y
Y
Y
Y
Y
Y
Y

O
O
O
O
O
O
O
O
O

Y
Y
Y
Y
Y
Y
Y
Y
Y

M
M
M
M
M
M
M
M
M

M
M
M
M
M
M
M
M
M

Y
Y
Y
Y
Y
Y
Y
Y
Y

M
M
M
M
M
M
M
M
M

Y
Y
Y
Y
Y
Y
Y
Y
Y

Y
Y
Y
Y
Y
Y
Y
Y
Y

O
O
O
O
O
O
O
O
O

O
O
O
O
O
O
O
O
O

O
O
O
O
O
O
O
O
O

Y
Y
Y
Y
Y
Y
Y
Y
Y

Y
Y
Y
Y
Y
Y
Y
Y
Y

N
N
N
N
N
N
N
N
N

Y
Y
Y
Y
Y
Y
Y
Y
Y

Y
Y
Y
Y
Y
Y
Y
Y
Y

O
O
O
O
O
O
O
O
O

O
O
O
O
O
O
O
O
O

M

Y

N

Y

N

Y

M

M

Y

N

Y

Y

N

O

N

Y

Y

Y

Y

Y

O

O

N
N
M
N
M
N
N
N
M
N
N
N
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N
N

Y
Y
Y
Y
Y
Y
Y
Y
Y
N
Y
Y
Y
Y
Y
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N
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N
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N
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N
N
N
M
N
N
N
N
N
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N
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N
N
N
M
N
N
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N
N
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Proposed Modifications to the Commercial Statistical Plan
Proposed
Effective Date

January 1, 2022
(Optional
January 1, 2021)

Description
CAR has recently become aware of antique automobile
programs written in the voluntary market that include
coverage for some vehicles described as “classic cars” but
which do not fully meet the statutory definition of an antique
automobile.
By statute, an Antique Motor Car is defined as: any motor
vehicle over twenty-five years old which is maintained solely
for use in exhibitions, club activities, parades and other
functions of public interest and which is not used primarily for
the transportation of passengers or goods over any way,
provided that the application for registration thereof is
accompanied by an affidavit upon a form provided by the
registrar which shall include a statement of the age and
intended use of such motor vehicle.
In order to identify this data, a new Special Types
classification code has been added to the Commercial
Statistical Plan. Classification Code 963000 will be used to
statistically report Specialty and Classic Cars and Specialty
and Classic Motorcycles. These vehicles are those that have
similar usage restrictions as Antique Cars and Antique
Motorcycles, but do not meet the age and registration
requirements set forth in the statute.
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Massachusetts Commercial Automobile
Statistical Plan
Part VI - Coding Section
CLASSIFICATION CODE
SPECIAL TYPES
Description
Ambulance Services
Antique Motor Vehicles
Specialty and Classic Motor Vehicles

Auto Body Manufacturers and Installers
Bobtail Operations
Business Interruption
Driver Training Programs
Farmers Special Plates
Fire Departments
Funeral Directors
Golfmobiles
Law Enforcement Agencies
Long Term Leasing or Rental Concerns
Short Term Leasing or Rental
Concerns

Mobile Homes

Special or Mobile Equipment
Vehicles Subject to the
Compulsory Law
Vehicles Not Subject to the
Compulsory Law
All Other Mobile Equipment
Farm Equipment
Repossessed Automobiles
Snowmobiles
Owner-Contractor
Transporters
Trailers and Semitrailers
Trailer Plate – Boat Dealers
All Other Types not described above

Last Revision Date: 01/01/2016

Code

Definition

791300
791400
962000

Physical
Damage
791300
791400
962000

963000

963000

792400
748900
-792600
792700
795300
790800
790900
791500
792200
946000
791100
794200
791200
721900
721100
721200

792400
-798700
792600
792700
795300
790800
790900
791500
792200
946000
791100
794200
791200
721900
721100
721200

721300

721300

721400
721500
721600
796300

721400
721500
721600
796300

796200

796200

Motor Homes not more than 22 feet in length
Motor Homes more than 22 feet in length

796000
796100

796000
796100

Capable of moving on own power
Not capable of moving on own power

793400
793900

793400
793900

Municipally owned or DPU

796500

796500

790600
790700
792500
796400
070700
070600
045200
045600
704000

790600
790700
792500
796400
--045200
-704000

Liability

Emergency
Non-Emergency
Including Motorcycles

Qualifies as an Antique Motor Car, except
for the age and registration requirements for
such motor vehicles. Includes motorcycles
meeting such qualifications.

Educational Institutions
Commercial Driving Schools
Private Passenger Types
All Other Types
Limousines
Hearses and Flower Cars
Private Passenger Types
Motorcycles
All Other Types
Contingent Coverage
Trucks
Tractors
Trailers, Semitrailers and Trailers Used
with Private Passenger Autos
Private Passenger Autos
Motor Homes
Miscellaneous Types
Trailers Equipped as Living Quarters
Pick-ups Used Solely to Transport
Camper Bodies

Used as Showrooms or Salesrooms

Page: VI:18
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Massachusetts Commercial Automobile
Statistical Plan

Appendix A - Classification and Coverage Code Decision Tables

Van Pools

7214,7908,7911,
7915, 7922
9620, 9630
7926,7927
0456,0706,0707,7040,
7219, 7924, 7925,
Special Types
7953,7964,9460,
*7809, *7811, *7813
7213,7216,7934, 7939,
7965,7906,7907,0452
7987
Other Spec.Types
Commercial Motorcycles
Subj. to Comp. Law
Garages*

Non-Owned
Automobiles

Special Rating &
Adjustment

Original Cost New Code

Partial/Total Loss Indicator

Passive Restr. Disc. Code

Pollution Liability Cov. Code

Pre-insurance Insp. ID Code

Premium Town Code

Rating Identification Code

N
Y
Y
N
N

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

N
Y
Y
N
N

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

N
Y
Y
N
Y

Y
Y
Y
Y
Y

Y
Y
Y
Y
Y

Zone Rating Code

Limits Identifier Code

N
N
N
N
N

ZIP Code

Limits Code (Liability)

Y
Y
Y
Y
Y

Vehicle Identif. Number

Intensified Appraisal ID

Y
Y
Y
Y
Y

Symbol Code (Cost New/Value)

Exposure

Public
Transportation

Anti-Theft Device Disc Code

Priv.Pass.Types

Zone Rated
Not Zone Rated
Fleet and Non-Fleet
Zone Rated
Not Zone Rated
Transportation Network
Services Use
Fleet and Non-Fleet

Aggregate Limits ID Code

Trucks, Tractors
and Trailers

Age Code

Vehicle Type

Accident Town Code

CLASSIFICATION CODE DECISION TABLE

Y
Y
Y
Y
Y

N
Y
Y
N
Y

Y
N
N
Y
N

Y

Y

N

Y

Y

Y

Y

Y

Y

Y

Y

Y

Y

Y

Y

Y

Y

Y

N

Y

Y

N

N

Y

Y

Y

Y

Y

Y

N

Y

Y

Y

Y

Y

Y

Y

N

Y

Y

Y

Y

Y

Y

N

Y

Y

Y

Y

Y

Y

Y

N

Y
Y

N
N

Y
Y

Y
Y

Y
Y

Y
Y

N
Y

Y
Y

Y
Y

N
N

N

N

Y

N

Y

Y

N

N

Y

N

Y

Y

N

N

Y
Y

N
Y

N
N

N
N

Y
Y

Y
Y

Y
Y

Y
Y

N
Y

Y

N

N

N

Y

N

Y

Y

N

Y

Y

N

N

Y

N

Y

Y

Y

Y

N

Y

N

Y

Y

Y

Y

Y

N

N
Y
Y
Y

N
Y
Y
N

N
N
N
N

N
N
Y
N

Y
Y
Y
Y

N
N
N
N

N
Y
Y
Y

N
Y
Y
Y

N
Y
N
N

N
Y
Y
N

N
N
N
N

N
Y
Y
Y

N
N
N
N

Y
Y
Y
Y

Y
Y
Y
Y

N
Y
Y
N

N
Y
Y
N

Y
Y
Y
Y

N
N
N
N

Not Subj (0750)

Y

N

Y

N

Y

N

Y

Y

N

N

N

Y

N

Y

Y

N

N

Y

N

Not Subj (7070)
Premises (0704,0705)
6619,7000
6611,6613,
6626,6628,5000
9020
Other Non-Owned
0599,0898,0899
8000,9980,9990
9981,9982,9985,
9987,9989
9932

Y
Y
N

N
N
N

Y
Y
N

N
N
N

Y
Y
N

N
N
N

Y
Y
Y

Y
Y
Y

N
N
N

N
N
N

N
N
N

Y
N
Y

N
N
N

Y
Y
N

Y
Y
Y

N
N
N

N
N
N

Y
Y
N

N
N
N

N

N

N

N

Y

N

Y

Y

N

N

N

Y

N

N

Y

N

N

N

N

N
N
N
N

N
N
N
N

N
N
N
N

N
N
N
N

N
Y
Y
N

N
N
N
N

Y
Y
Y
Y

Y
Y
Y
Y

N
N
N
N

N
N
N
N

N
N
N
N

N
N
Y
Y

N
N
N
N

N
N
N
N

N
Y
Y
Y

N
N
N
N

N
N
N
N

N
N
N
N

N
N
N
N

N

N

N

N

N

N

Y

Y

N

N

N

Y

N

N

Y

N

N

N

N

N

N

N

N

N

N

N

N

N

N

N

N

N

N

Y

N

N

N

N

* For all Garage Classifications (including the codes now classified as Special Types), Exposure is not required for physical damage
coverages.

Last Revision Date: 01/01/2020
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Manual of Administrative Procedures Updates
Memorandum of Changes

The following modifications to the Manual of Administrative Procedures are proposed:
Chapter VII – Participation
Chapter VIII – Data Reporting, Accounting Edit and Correction Procedures
Section C. of Chapter VII and Section G of Chapter VIII have been updated to reflect that the
final close-out of a particular policy effective year for financial and statistical reporting purposes
will automatically be performed by CAR when the volume of open claims for the particular
policy effective year has decreased to $100,000 or less.

CAR
Chapter VIII
Revision Date
Page
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Manual of Administrative Procedures
Data Reporting, Accounting Edit and Correction Procedures
2018.06.20
28 of 28

G. Close-Out of Older Policy Effective Years
When the volume of open claims for a particular policy effective year has
decreased to approximately fifty or fewer records and $2100,000 or less, or
has decreased significantly as determined by CAR’s Compliance and
Operations Committee, CAR will perform a final close-out of the policy
effective year for financial and statistical reporting purposes. Any paid loss
record reported to CAR for an effective year that has been closed-out will be
considered a fatal error, and the record will be deleted from the submission.
Correction activity on a policy with an effective year that has been closed-out
is not allowed. However, if a Servicing Carrier pays a claim on a policy whose
policy effective year has been closed-out, the company may contact CAR to
request reimbursement for the claim. If the policy was validly ceded, CAR
will reimburse the Servicing Carrier for the loss via a bulk adjustment that will
be reflected on the Servicing Carrier’s Settlement of Balances and Member’s
Participation reports.

CAR
Chapter VII
Revision Date
Page

Manual of Administrative Procedures
Participation
2016.02.24
13 of 17

CAR DOCKET #GC20.07
EXHIBIT #3
PAGE 81 OF 81

The industry MP reports distributed to Members each quarter include an "All
Companies Combined" report, which reflects the total industry assumed shares, and
the "All Active Companies Combined" report, which represents the sum of the active
members' assumed shares. These reports will be needed for a company to verify its
assumed share of CAR's underwriting results.
Each policy year will be held open until all claims are settled and final distribution has
been made, or until it is determined by CAR’s Governing Committee that the volume
of open claims and outstanding loss reserves for a particular policy year are
sufficiently low enough to warrant the final close-out of that policy year. Paid loss
activity submitted in, or subsequent to, the quarter in which the close-out occurs will
be shared using the participation ratios for the oldest policy year that remains open.
The close-out of a policy year will take place as of the September quarter for financial
purposes and as of the following January’s accounting/statistical shipment for
statistical reporting purposes. A Member may request reimbursement for a ceded
claim paid on a policy year that has been closed-out. Reimbursement requests should
be sent to CAR’s Operations Services Department.
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RECORDS OF MEETING
COMPLIANCE AND OPERATIONS COMMITTEE – OCTOBER 8, 2020
Members Present
Mr. Jerry Sleeper – Chair
Ms. Kerri Boutin (1)
Ms. Erin Cummings
Mr. Thomas Harris
Mr. Robert Littlewood
Ms. Sharon Murphy
Mr. Kenneth Olivieri
Mr. Barry Tagen
Mr. Christopher Taylor
Ms. Brenda Williams

Safety Insurance Company
Risman Insurance Agency, Inc.
The Norfolk & Dedham Group
Quincy Mutual Group
Arbella Insurance Group
Acadia Insurance Company
J.K. Olivieri Insurance Agency, Inc.
Pilgrim Insurance Company
The Hanover Insurance Company
MAPFRE U.S.A. Corporation

Substituted for:
Mr. Henry Risman

(1)

Not in Attendance:
Mr. Trent Bohacz, Allstate Insurance Company
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Compliance
and Operations Committee meeting of September 2, 2020. The Records have been distributed and are on
file.
20.05

Compliance Audit Program

Mr. Mark Alves provided an overview pertaining to the recent audits of the Commercial Servicing
Carrier (SC) Program. The reports distributed to the Committee are the second enhanced procedure audits
of the commercial residual market. The audit specifically considered residual market eligibility relating to
Non-Fleet Private Passenger Type (NF-PPT) risks pursuant to the CAR Rules of Operation and Manual of
Administrative Procedures (MAP).
Samples were developed using statistical data matched to cession file records that included policies
with NF-PPT classification codes effective between September and December 2019. Audit samples
consisted of fifteen policies that included ten new business and five renewal policies. To capture all
supporting documentation and avoid incomplete findings, each SC was required to provide an electronic or
hard copy file of all documentation, including any material retained by the agent, that the SC considered
relevant to its determination of eligibility. An audit methodology was established to ensure consistency in
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cataloguing all supporting documentation. Audit procedures were developed using the documentation
provided by each SC specific to requirements noted in Bulletin Nos. 1055, 1058 and 1085, which outline
NF-PPT standards and certification forms, and Bulletin No. 1066 detailing implementation of the Ineligible
Risk Database. In accordance with the MAP, status reports were distributed and agreed to by the SC. The
status reports were not intended as a measurement tool, but to identify the document types provided by the
SC in its efforts to determine residual market eligibility.
Draft reports that included an outcome determined by staff based on the review of the policy
documentation were provided to each SC. The outcome was limited to either note staff agreement that
sufficient documentation existed to support the SC eligibility decision or that another
recommendation/comment was provided. The simplified outcomes were intended to provide SCs with
reasonable conclusions based on the provided documentation. Upon receipt of the report, the SC was
afforded an opportunity to comment on each outcome or provide further clarification. Staff then either
modified the outcome based on the SC comments or included the comments in the report to document the
company’s perspective. However, all outcomes included in the final reports were determined by staff. Mr.
Alves also commented that staff was not opining as to whether or not the risk was eligible for the
commercial residual market but was identifying any inconsistencies or gaps in the documentation provided
by the SC. In those instances that staff determined an inconsistency or gap existed, the outcomes included
a recommendation or comment pertaining to the issue.
At the outset of the individual report discussions, Mr. Barry Tagen of Pilgrim recused himself from
participating in the consideration of all audit reports.
The Arbella Protection sample consisted of 15 policies, including one that could not be audited due
to a lack of documentation. Mr. Robert Littlewood of Arbella recused himself from participating in the
consideration of the Arbella report. Ten of the 14 audited policies had an outcome that staff was in
agreement that sufficient documentation existed to support the SC’s eligibility decision. The other four
policies had a recommendation to obtain either a NF-PPT Certification or an updated operator list upon
renewal. Arbella’s provided documentation demonstrated a consistent effort to validate the business entity
through the use of underwriting tools defined in Bulletin No. 1058, verified the drivers’ licenses of the
listed operators in accordance with Bulletin No. 1085 and utilized the Special Investigative Unit (SIU) when
the SC deemed necessary. Arbella’s responses, as documented in the final report, indicated that the SC
completed the recommendation on three of those policies with additional comments and that the fourth
policy was subsequently cancelled. On a roll call vote, the Committee voted unanimously, with two
recusals, to accept the audit report without further consideration.
The MAPFRE U.S.A. Corporation sample consisted of 15 policies, including one that staff
provided no outcome due to a question regarding the gross weight of the sampled vehicle as a determining
factor of residual market eligibility. The issue of vehicle weight eligibility is currently under review by the
Commercial Automobile Committee (CAC). Ms. Brenda Williams of MAFPRE recused herself from
participating in the consideration of the MAPFRE report. Three of the 14 audited policies had an outcome
that staff was in agreement that sufficient documentation existed to support the SC’s eligibility decision.
The other 12 policies had an outcome that was an ‘other recommendation or comment’. These included
recommendations to obtain further supporting documentation such as the policy application, the NF-PPT
Certification Form, the PPOB Certification Form, or an Operator Exclusion Form.
The most common recommendation was that the SC reevaluate the license verification
requirements of Bulletin No. 1085. Mr. Alves noted that the main recurring documentation gap resulted
from MAPFRE’s internal procedure to not retain RMV documentation unless a discrepancy exists.
MAPFRE previously informed staff of this procedure and staff built this into the methodology within the
‘Registry Documentation’ Document Type. He further commented that while it is reasonable to expect that
MAPFRE is completing these reviews for each policy, the importance of the verification of the applicant
Page 2
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drivers’ licenses is central to the standard procedures set forth in Bulletin No. 1085. Staff was unable to
observe the SC underwriting process because the documentation was not physically included with the audit
material. MAPFRE’s response letter detailed company processes and procedures for MVR and registration
verifications. If any issues exist pertaining to the driver or classification, the business is reviewed by an
underwriter and the file subsequently documented. MAPFRE also noted that the company system has an
RMV prefill as a component of the verification process. On a roll call vote, the Committee voted
unanimously, with two recusals, to accept the audit report without further consideration.
The Pilgrim Insurance sample included 15 policies, all of which were audited and an outcome
provided. All 15 audited policies had an outcome that staff was in agreement that sufficient documentation
existed to support the SC’s eligibility decision. The documentation provided by Pilgrim demonstrated a
consistent effort to validate the business entity through the use of underwriting tools defined in Bulletin No.
1058, verified the drivers’ licenses of the listed operators in accordance with Bulletin No. 1085 and utilized
the SIU when the SC deemed necessary. On a roll call vote, the Committee voted unanimously, with one
recusal, to accept the audit report without further consideration.
The Safety Insurance sample included 15 policies, all of which were audited and an outcome
provided. Mr. Jerry Sleeper of Safety recused himself from participating in the consideration of the Safety
report. Six of the 15 audited policies had an outcome that staff was in agreement that sufficient
documentation existed to support the SC’s eligibility decision. Three policies had a recommendation to
obtain a NF-PPT Certification Form upon renewal. In all three instances, Safety’s response noted that upon
multiple attempts, the SC was unsuccessful in obtaining the certification from the risk. Safety’s response
letter recommended the NF-PPT Certification Form be considered part of the application and include
language that the policy is subject to cancellation if the form is not signed by the insured. After Committee
discussion, the consensus was to request that the CAC consider whether further clarification of the forms
and procedures is appropriate.
The remaining six policies included recommendations regarding the need to reevaluate the license
verification requirements in accordance with Bulletin No. 1085. Safety responded that the
recommendations had been completed for two of the six policies. Also, staff documented the SC’s
perspective for the remaining four policies in accordance with the audit procedures. On a roll call vote, the
Committee voted unanimously, with two recusals, to accept the audit report without further consideration.
Finally, the Committee was advised that the Audit Staff would be begin working on the next set of
Servicing Carrier audits, which will focus on the verification of principal place of business for the TTT
classifications.

MATTHEW HIRSH
Compliance Audit Supervisor
Boston, Massachusetts
October 19, 2020
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RECORDS OF MEETING
COMPLIANCE AND OPERATIONS COMMITTEE – NOVEMBER 5, 2020
Members Present
Mr. Jerry Sleeper – Chair
Ms. Sarah Cast (1)
Ms. Erin Cummings
Mr. Thomas Harris
Mr. Robert Littlewood
Ms. Sharon Murphy
Mr. Kenneth Olivieri
Mr. Henry Risman
Mr. Barry Tagen
Mr. Christopher Taylor
Ms. Brenda Williams

Safety Insurance Company
Allstate Insurance Company
The Norfolk & Dedham Group
Quincy Mutual Group
Arbella Insurance Group
Acadia Insurance Company
J.K. Olivieri Insurance Agency, Inc.
Risman Insurance Agency, Inc.
Pilgrim Insurance Company
The Hanover Insurance Company
MAPFRE U.S.A. Corporation

Substituted for:
Mr. Trent Bohacz (1)
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Compliance
and Operations Committee meeting of October 8, 2020. The Records have been distributed and are on file.
20.05

Compliance Audit Program

Mr. Matthew Hirsh presented Hybrid Audit (HAP) results for Preferred Mutual and State Farm.
Both companies have a Limited Assignment Distribution Agreement (LADA) with Pilgrim Insurance. The
State Farm audit sample included data reported by both State Farm and Pilgrim. However, due to its Quota
Share calculation, Preferred Mutual does not receive any MAIP assignments and Pilgrim data was not
included in the data sample. Consistent audit procedures were applied to all three companies. Mr. Barry
Tagen of Pilgrim recused himself from participating in discussion regarding all audit results.
For sampled Preferred Mutual policies, the audit scope included $639,000 in written premium.
Associated loss dollars, including paid losses and allocated loss adjustment expenses, totaled $796,000. Mr.
Hirsh noted that while several statistical reporting issues not in compliance with the Statistical Plan were
identified, Preferred Mutual’s overall results were considered consistent to industry audited averages. On a
roll call vote, the Committee voted unanimously, with one recusal, to accept the audit report without further
consideration.
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The State Farm sample included $512,000 in written premium and $1,107,000 in paid losses and
allocated loss adjustment expenses. Mr. Hirsh indicated that several data quality issues were noted in the
overall voluntary audit results and that Quota Share error rates were higher than industry averages.
However, this higher than average discrepancy rate was attributed to the amount of Out-of-State and Outof-Country operators in the audit sample, along with the default audit procedures utilized in verifying
licensure for those operators. On a roll call vote, the Committee voted unanimously, with one recusal, to
accept the audit report without further consideration.
Mr. Hirsh then provided an overview of the Pilgrim Commercial Claims Performance Standards
and SIU audit report. Mr. Barry Tagen of Pilgrim recused himself from participating in the consideration
of this report. The Performance Standards approved by the Division of Insurance establish a benchmark for
the handling of claims while documenting audit procedures. Staff tested both ceded and voluntary claims
in accordance with the Performance Standards and conducted distributional testing to ensure consistent
claims handling between the voluntary and residual markets as mandated by statute. Ceded policies are
required to have a minimum 80% rate of compliance. Overall, Pilgrim was compliant with all Performance
Standards as measured by coverage within the sample for each Best Practice and with all three of the
distributional tests. Separately, Pilgrim was well above the 80% minimum benchmark on ceded claims
within all coverages. The SIU testing resulted in 100% compliance with each measured Best Practice. The
Committee voted unanimously, with one recusal, to accept the audit report without further consideration.
20.07

CAR Accounting System Rewrite

Ms. Lynne Rosenburg presented a status report on the system development efforts related to the
conversion of the mainframe CAR accounting system to an online application available through CAR’s
website. Ms. Rosenburg noted that CAR is making excellent progress in developing various reports as part
of the new CAR accounting system, and in doing so, has been evaluating the current system to identify
opportunities to enhance or improve the process.
The first area considered was in the correction piece of the accounting system. Ms. Rosenburg
indicated that only two “grid corrections” had been processed within the past six months due to a low error
rate among Servicing Carriers’ ceded premium and loss data, and that those errors that are considered more
critical in nature will typically require a more substantial correction than a grid correction. Grid corrections
are also only allowed on a handful of fields and are more utilized in ensuring consistency, rather than
amending coverage on a ceded policy.
Ms. Rosenburg noted that with the elimination of most of the non-critical edits, the need to allow
for grid corrections lessens. Since the remaining edits are more critical in nature, these would more likely
require a new cession record or an offset and reenter correction to a premium or loss record. Therefore, it’s
unlikely that a grid correction would rectify a critical error. As a result, Ms. Rosenburg noted that CAR
was requesting consensus of the Committee to eliminate the grid correction option in the new application.
Ms. Rosenburg stated that with a consensus, CAR would then update the Manual of Administrative
Procedures to document the changes and present the draft to the Committee for approval at a future meeting.
The Committee provided conceptual approval to eliminate the grid correction option in the new
CAR accounting system.
20.14

Proposal for Changes to the Hybrid Audit Plan

Mr. Mark Alves provided an overview of proposed changes to the Hybrid Audit Program (HAP)
that includes all private passenger Compliance Audit responsibilities. He began with the origin of the HAP
audit developed in 2009 to address audit needs that occurred due to the transition from the fixed and
Page 2
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established rate-setting process and the ceded pool environment to Managed Competition and the MAIP.
Additionally, the Claims Performance Standards (CPS) and SIU evaluations were reduced and folded into
the Hybrid Audit in 2010. The overall Compliance Audit Program approved by CAR’s Governing
Committee includes the requirement that every ARC writing in MA is subject to the HAP audit once every
three years.
Mr. Alves noted several changes that have impacted the approved plan including the increase to
the number of ARCs from 12 in 2009 to 34 currently included in Quota Share. In addition to the scheduled
HAP audit of more ARCs than initially contemplated, the need to conduct Quota Share or interim summary
data focus audits of new entrants has increased as well. Lastly, changes have occurred in the commercial
residual market resulting in the directive to increase oversight as part of a coordinated industry plan to
improve underwriting results. In response, Compliance Audit staff has shifted some resources to focus on
commercial market auditing needs and the development of enhanced audit procedures applicable to the
Commercial Servicing Carrier Program.
Staff proposed that the frequency of the HAP audit be adjusted from once every three years to once
every five years. Also, that staff implement a Traffic Light Assessment rating system of audit results to
provide recommendations to the Committee. If HAP findings indicate that the audited company has no
Quota Share or ratemaking issues and is compliant to the statutory requirements and CAR Rules, the ARC
receives a green light assessment and is only audited once every five years. For companies with Quota
Share or ratemaking statistical reporting issues with an error rate greater than 2% of the current industry
average, or is determined to be not compliant to the CPS or SIU evaluation, the ARC receives a yellow
light assessment. This will result in focus auditing within 12 to 18 months of the HAP audit. Also, the
recommendation will include potential penalty language for continued statistical reporting issues or noncompliance with statutory requirements in accordance with the MA Private Passenger Statistical Plan or
the Performance Standards. If the ARC remains non-compliant subsequent to focus auditing, the Committee
may recommend potential punitive considerations to the Governing Committee in accordance with Chapter
XI – Compliance Audit of the ARC Procedures Manual.
Staff noted potential benefits of the proposal that include maintaining HAP objectives of prior
committee activity in the consideration of the overall Compliance Audit Program. Also, this would maintain
the requirement of CAR’s enabling statute (G.L. c. 175 § 113H) to conduct periodic audits of all members
while considering both voluntary and residual market data. The Traffic Light Assessment rating system
would focus on ARCs with reporting issues while allowing for those that report in accordance with
requirements to be audited less frequently. Lastly, this allows staff to maintain a focus on enhanced audit
procedures of the Commercial Servicing Carrier Program as directed by CAR’s Governing Committee.
Mr. Alves stated that upon the Committee’s conceptual approval of the proposal, the changes to
the HAP schedule and assessment of results would occur immediately. Also, staff will develop a
standardized recurring audit of the Commercial Servicing Carrier Program by the close of 2021 for
Committee consideration. If approved, staff will then prepare modifications to the Manual of
Administrative Procedures and the ARC Procedures Manual of the overall changes to the Compliance Audit
Program and present the updates to the Committee at a future meeting. Mr. Thomas Harris commented that
the proposal was thoughtfully developed and indicated he was in agreement. The Committee noted that the
proposal was a sensible adjustment that enabled the audit plan to concentrate on companies with reporting
issues and agreed in concept with the changes to the Hybrid Audit as presented.
MATTHEW HIRSH
Compliance Audit Supervisor
Boston, Massachusetts
November 13, 2020
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RECORDS OF MEETING
FINANCIAL AUDIT COMMITTEE – AUGUST 26, 2020
Members Present
Mr. Thomas LaFrancois – Chair
Ms. Pamela Bodenstab-Krynicki
Mr. Brian Breeden
Mr. David McCormick
Mr. Sean Moone

Arbella Insurance Group
P L Krynicki Insurance Agency
MAPFRE U.S.A. Corporation
McCormick & Sons Insurance Agency, Inc.
The Norfolk & Dedham Group

Substituted for:
N/A
Not in Attendance:
Mr. Matthew Anglim, Plymouth Rock Assurance Corporation
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Financial Audit
Committee meeting of February 4, 2020. The Records have been distributed and are on file.
20.05

Annual Audit of CAR for Fiscal Year Ending September 30, 2020

Mr. John Buckley of AAFCPA presented his recommendation regarding the engagement
parameters for the 2020 review and Agreed Upon Procedures (AUP) plan. He discussed the audit
procedures with the Committee, noting the 2020 procedures will continue to focus primarily on transactions
relevant to CAR’s administrative expenses and IT controls. After discussion pertaining to specific wording
in the AUP regarding confirmation versus comparison testing for a specific procedure, Mr. Buckley
informed the Committee that language would be adjusted upon completion. Also, Mr. Buckley confirmed
the 2020 audit fee of $78,000 reflecting a 4% increase over 2019, and provided a basic timeline for the
planning, execution and completion of the engagement.
After discussion regarding the logistics of performing the engagement remotely, both CAR staff
and AAFCPA agreed that working remotely should have no impact to the audit. On a roll call vote, the
Committee members voted unanimously to recommend that the Governing Committee approve the
engagement parameters as presented by AAFCPA for the review of CAR’s fiscal year 2020 financial
statements, including the AUP as presented, recognizing that the procedures are sufficient for their intended
purpose, and that access to the AUP report would be limited to CAR, its committees and subcommittees,
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its Member Companies and the Division of Insurance. The Committee also recommended that CAR’s
President be directed to execute the engagement letters on behalf of CAR.

MARK ALVES
Director – Compliance Audit
Boston, Massachusetts
September 2, 2020
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RECORDS OF MEETING
JOINT ACTUARIAL COMMERCIAL LINES COMMITTEE –
JULY 16, 2020
Members Present
Mr. Glenn Hiltpold – Chair
Ms. Sarah Clemens
Ms. Sheila Doherty
Mr. James French
Mr. Levi Kamenetsky(1)
Mr. Thomas Skelly, Jr.
Mr. Barry Tagen
Mr. Hugh Thai(2)

Safety Insurance Company
MAPFRE U.S.A. Corporation
Doherty Insurance Agency, Inc.
Quincy Mutual Group
The Hanover Insurance Company
Deland, Gibson Insurance Associates, Inc.
Pilgrim Insurance Company
Arbella Insurance Group

Substituted for:
Ms. Stephanie Seibold(1)
Ms. Lynellen Ramirez(2)
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee voted to approve the Records of the Joint Actuarial Commercial
Lines Committee meeting of June 10, 2020. The Records have been distributed and are on file.
20.06

CAR Commercial Rate Need Review

At its last meeting, the Committee requested additional information related to anticipated rate
differentials for TTTs and buses garaged outside of Massachusetts. A summary of out-of-state differentials
was distributed prior to the meeting, reflecting the base rates of other states as compared to CAR’s current
base rates. Mr. William Scully explained that the differential for non-zone rated vehicles is calculated using
the base rates for the highest rated territories, as included in the AIPSO report. For the zone rated vehicles,
Mr. Scully advised that the differentials reflect an exposure-based weighted average of the base rates for
each zone combination. Mr. Scully noted that the differential factors were intended to be a starting point
for the Committee’s discussion, with the intention of ultimately including factors, based on the current data,
in CAR’s 2021 commercial rate filing. When reviewing rate indications in the fall, the Committee will
consider a number of issues, such as whether to select individual out-of-state factors or one “all-other-thanMA” factor.
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Ms. Sarah Clemens suggested that CAR request additional data from AIPSO to enable a calculation
of rate differentials for the average base rates of other states rather than comparing only to the highest rated
territory.
Ms. Natalie Hubley reviewed with the Committee the current version of the rate adequacy white
paper, highlighting the updates made to reflect Committee discussions to date. Notably, a section was
added to identify proposed changes to the determination of physical damage zone rates for vehicles valued
over $90,000. She also noted that the AIPSO report, along with CAR’s proposal to implement the AIPSO
recommendations, is now included as an appendix to the white paper.
The Committee agreed that the white paper is thorough and clearly presents the issues impacting
the residual market rate need. The Committee suggested that an executive summary be added to more
clearly identify the estimated rate need and highlight the most substantive conclusions and
recommendations. After discussion, the Committee voted unanimously, via roll call vote, to approve the
final version of the white paper with the addition of an executive summary, and to direct staff to submit the
white paper to the State Rating Bureau. Ms. Hubley commended the collaborative efforts of CAR staff,
AIB, AIPSO, and the Committee in producing this document.
Ms. Wendy Browne presented to the Committee an overview of the system changes that would be
required of both CAR and Servicing Carriers in order to achieve the two-year transition plan set forth in the
white paper. She noted that Committee input is necessary to address any concerns that the Servicing
Carriers and producers might have with the scope of the proposed changes and the time required to
implement these changes. The process would also include consideration by CAR’s Compliance and
Operations Committee to review needed statistical plan changes in the fall, in order to implement those
changes in the 2022 reporting year.
Committee discussion ensued with two out of the four Servicing Carriers opining that while the
programming changes will be extensive, the schedule would allow the time needed for completion. Mr.
Hugh Thai suggested that CAR staff prepare a document to illustrate the proposed rating algorithm changes,
using specific examples, to assist the Servicing Carriers in implementing the required rating system
changes. Ms. Hubley noted that the physical damage rating algorithm would be the biggest change, and
that CAR staff would draft examples on how the calculation would work.

KATY PROCTOR
Actuarial/Statistical Analyst

Boston, Massachusetts
August 6, 2020
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SUMMARY OF MEETING
LOSS RESERVING COMMITTEE – SEPTEMBER 2, 2020
Members Present
Ms. Lynellen Ramirez – Chair
Mr. Christopher Morkunas
Ms. Alyssa Potter
Ms. Melissa Vaughn (1)

Arbella Insurance Group
MAPFRE U.S.A. Corporation
The Hanover Insurance Company
Safety Insurance Company

Substituted for:
(1)
Mr. Glenn Hiltpold
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Loss Reserving
Committee meeting of June 3, 2020. The Records have been distributed and are on file.
20.04

Quality of Current Quarter Reporting

The Committee was advised that ten Bodily Injury (BI) and two Property Damage Liability (PDL)
large loss claims were referred this quarter to CAR’s Compliance Audit Department for additional
information and verification of the reported statistics. These claims were either newly reported,
experienced large upward or downward reserve changes, or were paid in excess of the prior quarter reserve.
Three of the ten BI claims have a $5.0 million Combined Single Limit (CSL) coverage.
The Committee reviewed large loss reports for all large losses reported for policy years 2011-2020
as of June, 2020. During the current quarter, seven new claims ranging from policy years 2016 through
2019 with total incurred losses greater than $1.0 million were added to the report. The reports are attached
as pages 5-9. One of the seven accidents carries a $5.0 million CSL coverage, while the remaining claims
are written at $1.0 million CSL. Page 9 provides a summary of the change in large losses from the prior
quarter.
The Committee also reviewed a summary report of six large losses that were reported during the
current quarter using the Large Loss Notification Form, including one significant policy year 2019 PDL
claim reserved at $1.4 million relating to a gas spill, and is written at a $5.0 million CSL coverage. Four
of the six had reported statistics by the time the June, 2020 data was reported. This report is attached as
page 10.
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20.06

Policy Year Deficit and Loss Ratio Report
The Committee set loss and loss adjustment expense reserves using data through June, 2020.

The Committee discussed in detail the continued improvement in the overall results for PY 20162019. The ultimate loss selections for policy years 2016 and 2017 continue to show improvement as the
development on the large losses has slowed significantly. With the addition of only one quarter of data,
policy year 2018 and 2019 indications showed that a significant reduction in ultimate losses was
warranted. However, in order to avoid significant swings from quarter to quarter, the Committee is
approaching the improvement with a degree of conservatism and tempered their selections.
The Committee estimated a policy year 2016 commercial deficit of $40.2 million with a loss ratio
of 98.2%, resulting in a $1.9 million improvement from the prior quarter’s deficit of $42.1 million.
The Committee estimated a policy year 2017 commercial deficit of $14.6 million with a loss ratio
of 83.0%, resulting in a $3.5 million improvement from the prior quarter’s deficit of $18.1 million.
The Committee estimated a policy year 2018 commercial deficit of $36.1 million with a loss ratio
of 95.0%, representing a $4.3 million improvement from the prior quarter’s deficit of $40.4 million.
The Committee estimated a policy year 2019 commercial deficit of $12.7 million with a loss ratio
of 84.8%, representing a $12.3 million improvement from the prior quarter’s deficit of $25.0 million. The
improvement in the 2019 results in part due to the impact of the COVID-19 public health crisis, which was
not anticipated when the ultimate losses and deficit were originally set.
The policy year 2020 loss ratio as of June, 2020 is .639, and the 2020 deficit will be estimated for
the first time next quarter.
Ultimate loss ratio and deficit projections for policy years 2017-2019 are attached as pages 11-12.
The following summary displays the policy year results from the September 2, 2020 meeting:

Policy Year Results
Total Commercial

PY
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020 @ 6 mos
Total

Earned
Premium(000)
88,954
95,070
110,512
127,937
151,439
169,141
182,590
196,012
168,962
21,908
1,312,525

Paid
71,249
77,822
95,562
96,988
123,643
134,445
109,979
100,648
52,386
3,163
865,884

Loss & Allocated Loss Adjustment Expense (000)
Case
Held
Outstanding
IBNR
Ultimate
75
-1
71,323
505
-95
78,232
1,587
-164
96,985
4,384
107
101,479
8,286
571
132,500
30,574
1,144
166,163
29,740
11,790
151,509
71,995
13,605
186,248
49,761
41,072
143,219
2,722
8,123
14,008
199,630
76,152
1,141,666

Number
of Open
Claims
4
3
19
36
78
322
601
1,547
2,338
376
5,324
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Change in Ultimate Loss

Current Quarter

Ultimate
Loss(000)
71,323
78,232
96,985
101,479
132,500
166,163
151,509
186,248
143,219
14,008
1,141,666

PY
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
Total

Earned
Prem(000)
88,954
95,070
110,512
127,937
151,439
169,141
182,590
196,012
168,962
21,908
1,312,525

Loss
Ratio
80.2%
82.3%
87.8%
79.3%
87.5%
98.2%
83.0%
95.0%
84.8%
63.9%
87.0%

Prior Quarter

Ultimate
Loss(000)
71,323
78,419
96,904
101,286
133,004
167,938
155,087
190,563
129,238
4,444
1,128,206

Earned
Prem(000)
88,954
95,070
110,512
127,937
151,439
169,141
182,590
195,996
142,172
6,177
1,269,988

Loss
Ratio
80.2%
82.5%
87.7%
79.2%
87.8%
99.3%
84.9%
97.2%
90.9%
71.9%
88.8%

Difference

Ultimate
Loss(000)
0
-187
81
193
-504
-1,775
-3,578
-4,315
13,981
9,564
13,460

Loss
Ratio
0.0%
-0.2%
0.1%
0.2%
-0.3%
-1.0%
-2.0%
-2.2%
-6.1%
-8.0%
-1.9%

The following summary displays the accident year results from the September 2, 2020 meeting:
Accident Year Results
Total Commercial

CAL/AY
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020 @ 6 mos
Total

Earned
Premium(000)
88,176
91,576
102,216
117,843
140,066
160,225
175,270
189,488
198,215
91,872
1,354,947

Paid
74,795
65,930
80,666
99,566
106,052
141,124
119,365
107,133
83,374
17,196
895,201

Loss & Allocated Loss Adjustment Expense (000)
Case
Held
Outstanding
IBNR
Ultimate
2
-1
74,796
100
-95
65,935
919
-164
81,421
2,767
113
102,446
4,435
-209
110,278
14,725
750
156,599
36,197
6,004
161,566
50,197
13,237
170,567
74,099
25,121
182,594
16,189
31,396
64,781
199,630
76,152
1,170,983

Number
of Open
Claims
1
4
10
21
55
108
517
949
2,213
1,450
5,328

Change in Ultimate Loss

Current Quarter

CAL/AY
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
Total

Ultimate
Loss(000)
74,796
65,935
81,421
102,446
110,278
156,599
161,566
170,567
182,594
64,781
1,170,983

Earned
Prem(000)
88,176
91,576
102,216
117,843
140,066
160,225
175,270
189,488
198,215
91,872
1,354,947

Loss
Ratio
84.8%
72.0%
79.7%
86.9%
78.7%
97.7%
92.2%
90.0%
92.1%
70.5%
86.4%

Prior Quarter

Ultimate
Loss(000)
74,795
66,032
81,421
102,458
109,972
157,622
162,992
174,609
188,545
39,072
1,157,518

Earned
Prem(000)
88,176
91,576
102,216
117,843
140,066
160,225
175,270
189,480
198,267
49,288
1,312,407

Loss
Ratio
84.8%
72.1%
79.7%
86.9%
78.5%
98.4%
93.0%
92.2%
95.1%
79.3%
88.2%

Difference

Ultimate
Loss(000)
1
-97
0
-12
306
-1,023
-1,426
-4,042
-5,951
25,709
13,465

Loss
Ratio
0.0%
-0.1%
0.0%
0.0%
0.2%
-0.6%
-0.8%
-2.1%
-3.0%
-8.8%
-1.8%

SHANNON CHIU
Actuarial/Statistical Analyst
Boston, Massachusetts
September 8, 2020
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Loss Reserving Committee Executive Summary – Attachments

Report Name
Large Loss Listing by Policy Year (> $ 1.0 Million)

Page(s)
5-7

Large Loss Summary of Range by Policy Year (> $ 300,000)

8

Change in Large Losses by Policy Year

9

Large Loss Notification Form Summary

10

Ultimate Loss Ratio and Deficit Projections at June, 2020

11-12

Page 4

Commonwealth Automobile Reinsurers
Large Loss Detail By Policy Year (Large Losses $1.0 Million and Greater)
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Data Reported Through June, 2020
Eff
Row Yr

Liab
Lim

Lim Accdt
Id
Year Clm

Class
Desc

ITD
Paid Loss

Current
Reserve

ALAE
ITD

ITD Total
Loss

Prior
Reserves

Prior Qtr
Tot Loss

Change Tot
Loss

PIP
Loss

State

Qtr First
> $1.0M

First
Rptd

1 19 1.0 M CSL

2019

7

TTT

684,059

412,992

20,650

1,117,701

594,813

1,126,472

-8,771

0

MA

4Q 2019

3Q 2019

2 19 5.0 M CSL

2020

7

TTT

698,998

983,775

49,189

1,731,962

0

0

1,731,962

0

MA

2Q 2020

2Q 2020

3 19 1.0 M CSL

2019

6

Public Transportation Buses

15,526

990,000

49,991

1,055,517

992,300

1,055,866

-349

8,000

MA

1Q 2020

4Q 2019

4 19 1.0 M CSL

2019

2

TTT

0

1,000,000

20,039

1,020,039

1,000,000

1,020,039

0

0

MA

4Q 2019

3Q 2019

5 19 5.0 M CSL

2019

7

Zone Rated Bus

56,994

1,838,434

76,631

1,972,059

1,838,434

1,969,062

2,997

45,509

Out Of State

1Q 2020

4Q 2019

6 19 1.5 M CSL

2019

6

Commercial Bus

99,830

1,502,755

111,101

1,713,686

1,506,186

1,611,919

101,767

96,970

Out Of State

3Q 2019

3Q 2019

7 19 5.0 M CSL

2019

3

Zone Rated Bus

84,498

1,800,000

23,529

1,908,027

1,800,000

1,889,176

18,851

87,827

Out Of State

1Q 2020

3Q 2019

8 19 5.0 M CSL

2019

13 Zone Rated Bus

105,429

1,799,569

165,722

2,070,720

1,801,505

2,050,320

20,400

58,903

Out Of State

4Q 2019

3Q 2019

9 19 1.0 M CSL

2019

6

30,550

1,002,850

60,195

1,093,595

1,002,850

1,093,595

0

42

MA

1Q 2020

4Q 2019

1,775,884

11,330,375

577,047

13,683,306

10,536,088

11,816,449

1,866,857

297,251

TTT

1 18 1.5 M CSL

2019

2

Commercial Bus

6,231

1,509,769

50,010

1,566,010

1,512,885

1,566,011

-1

16,009

MA

4Q 2019

3Q 2019

2 18 1.0 M CSL

2018

4

TTT

107,670

987,283

45,002

1,139,955

987,283

1,139,954

1

0

Out Of State

3Q 2019

2Q 2018

3 18 1.0 M CSL

2018

8

TTT

1,022,511

157,804

30,005

1,210,320

166,418

1,210,319

1

0

Out Of State

4Q 2018

4Q 2018

4 18 1.0 M CSL

2019

2

TTT

1,079,123

0

4,331

1,083,454

0

1,083,454

0

0

Out Of State

1Q 2019

1Q 2019

5 18 1.0 M CSL

2018

2

Non-Owned / Special Rating

0

1,000,001

73,179

1,073,180

200,001

230,981

842,199

0

Not Reported

2Q 2020

2Q 2018

6 18 1.0 M CSL

2019

2

Garage

23,028

988,800

1,774

1,013,602

988,800

1,011,834

27,836

0

MA

2Q 2019

2Q 2019

7 18 1.0 M CSL

2019

15 Zone Rated TTT

24,685

1,000,000

48,543

1,073,228

1,000,000

1,052,319

20,909

0

Out Of State

2Q 2019

2Q 2019

8 18 1.0 M CSL

2018

2

TTT

34,184

1,008,000

29

1,042,213

1,008,000

1,042,213

0

8,000

MA

4Q 2018

4Q 2018

9 18 1.0 M CSL

2019

1

Public Transportation Buses

500,726

502,924

35,125

1,038,775

1,002,924

1,038,775

0

3,775

MA

4Q 2019

3Q 2019

10 18 1.0 M CSL

2018

3

Zone Rated TTT

59,613

1,000,000

50,000

1,109,613

500,000

594,613

515,000

33,806

Out Of State

2Q 2020

4Q 2018

11 18 1.0 M CSL

2018

8

Zone Rated Bus

99,371

939,713

42,126

1,081,210

941,927

1,080,761

449

85,854

Out Of State

3Q 2019

4Q 2018

12 18 1.0 M CSL

2018

4

TTT

0

1,000,000

50,205

1,050,205

1,000,000

1,050,205

0

0

MA

4Q 2018

4Q 2018

13 18 5.0 M CSL

2019

14 Zone Rated Bus

98,837

1,958,736

162,107

2,219,680

1,259,943

1,519,280

700,400

54,212

Out Of State

4Q 2019

3Q 2019

14 18 5.0 M CSL

2019

59 Zone Rated Bus

3,298,449

2,497,342

602,467

6,398,258

5,079,434

6,236,421

161,837

387,796

Out Of State

1Q 2019

1Q 2019

15 18 5.0 M CSL

2018

1

Zone Rated Bus

0

5,003,500

50,125

5,053,625

5,003,500

5,053,625

0

3,625

Out Of State

1Q 2019

4Q 2018

16 18 5.0 M CSL

2019

4

Zone Rated Bus

0

5,000,000

155,093

5,155,093

5,000,000

5,125,093

30,000

0

Out Of State

3Q 2019

3Q 2019

17 18 5.0 M CSL

2019

11 Zone Rated Bus

95,665

1,061,150

50,759

1,207,574

1,104,444

1,186,529

21,045

30,453

Out Of State

1Q 2020

3Q 2019

18 18 1.0 M CSL

2019

6

76,907

972,850

55,030

1,104,787

827,850

949,787

254,976

0

MA

2Q 2020

3Q 2019

19 18 5.0 M CSL

2018

72 Zone Rated Bus

590,652

5,006,086

334,607

5,931,345

5,022,542

5,865,983

65,362

812,735

Out Of State

2Q 2018

2Q 2018

20 18 5.0 M CSL

2018

6

Zone Rated Bus

86,700

880,000

50,451

1,017,151

880,000

1,015,312

1,839

64,713

Out Of State

1Q 2020

4Q 2018

21 18 1.0 M CSL

2018

1

PPT - NF

8,000

1,000,000

20,000

1,028,000

1,000,000

1,028,000

0

8,000

MA

4Q 2019

3Q 2018

7,212,352

33,473,958

1,910,968

42,597,278

34,485,951

40,081,469

2,641,853

1,508,978

Garage

1 17 1.0 M CSL

2017

8

TTT

2 17 1.0 M CSL

2018

1

Garage

1,136,433

0

3,762

1,140,195

0

1,140,195

0

4,100

MA

4Q 2017

3Q 2017

7,432

1,000,000

57,977

1,065,409

1,000,000

1,063,044

2,365

7,432

MA

4Q 2018

3 17 1.0 M CSL

2018

6

Zone Rated TTT

3Q 2018

212,072

0

1,547

213,619

950,000

1,111,119

-897,500

0

Out Of State

4Q 2018

4 17 1.0 M CSL

2018

6

2Q 2018

TTT

1,002,718

0

78,737

1,081,455

0

1,081,455

0

2,783

MA

2Q 2019

5 17 1.0 M CSL

2017

1Q 2018

1

Non-Owned / Special Rating

1,000,000

0

3,456

1,003,456

0

1,003,456

0

0

Out Of State

1Q 2018

6 17 1.0 M CSL

4Q 2017

2017

2

Commercial Bus

1,020,493

0

1,692

1,022,185

100,000

120,519

901,666

0

MA

3Q 2017

3Q 2017

7 17 1.0 M CSL

2018

1

TTT

0

1,003,500

100,125

1,103,625

1,003,500

1,078,625

25,000

3,625

MA

4Q 2018

4Q 2018

8 17 1.0 M CSL

2018

2

TTT

1,009,645

0

2,366

1,012,011

0

1,012,011

0

0

MA

3Q 2018

2Q 2018

9 17 1.0 M CSL

2017

1

TTT

8,175

999,825

200,000

1,208,000

999,825

1,208,000

0

8,000

MA

4Q 2017

2Q 2017

10 17 1.0 M CSL

2018

6

TTT

89,875

912,950

151,204

1,154,029

912,950

1,104,029

50,000

10,575

MA

4Q 2019

1Q 2018

5,486,843

3,916,275

600,866

10,003,984

4,966,275

9,922,453

81,531

36,515

Commonwealth Automobile Reinsurers
Large Loss Detail By Policy Year (Large Losses $1.0 Million and Greater)
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Data Reported Through June, 2020
Eff
Row Yr

Liab
Lim

Lim Accdt
Id
Year Clm

Class
Desc

ITD
Paid Loss

Current
Reserve

ALAE
ITD

ITD Total
Loss

Prior
Reserves

Prior Qtr
Tot Loss

Change Tot
Loss

PIP
Loss

State

Qtr First
> $1.0M

First
Rptd

1 16 1.0 M CSL

2017

3

Garage

615,603

500,000

35,800

1,151,403

500,000

1,164,232

228,185

8,000

Out Of State

1Q 2018

2Q 2017

2 16 5.0 M CSL

2016

1

Commercial Bus

5,000,000

0

51,479

5,051,479

0

5,051,479

0

0

Out Of State

3Q 2016

3Q 2016

3 16 1.0 M CSL

2017

2

Non-Owned / Special Rating

1,000,000

0

17

1,000,017

0

1,000,017

0

0

Out Of State

3Q 2017

2Q 2017

4 16 1.0 M CSL

2017

3

TTT

48,172

958,718

54,641

1,061,531

958,718

1,061,531

0

0

MA

1Q 2020

4Q 2017

5 16 1.0 M CSL

2016

1

Commercial Bus

7,000

1,000,005

117,163

1,124,168

1,000,005

1,121,579

2,589

2,000

MA

1Q 2020

3Q 2016

6 16 5.0 M CSL

2017

4

Commercial Bus

3,550,031

4,785

113,662

3,668,478

3,504,785

3,626,111

42,367

55,122

Out Of State

4Q 2018

2Q 2017

7 16 1.0 M CSL

2016

3

Zone Rated TTT

1,003,220

0

39,530

1,042,750

0

1,042,750

6,442

0

Out Of State

3Q 2018

4Q 2016

8 16 5.0 M CSL

2017

27 Commercial Bus

507,816

5,565,810

350,617

6,424,243

5,565,857

6,424,288

-45

72,935

Out Of State

4Q 2017

3Q 2017

9 16 5.0 M CSL

2016

1

Commercial Bus

3,250,000

0

399,999

3,649,999

0

3,649,999

0

0

MA

4Q 2018

4Q 2016

10 16 1.0 M CSL

2016

2

Non-Owned / Special Rating

1,000,000

0

45

1,000,045

0

1,000,045

0

0

Not Reported

1Q 2017

3Q 2016

11 16 1.0 M CSL

2016

10 TTT

1,013,500

0

52,275

1,065,775

0

1,065,375

400

0

MA

2Q 2018

4Q 2016

12 16 1.0 M CSL

2016

1

PPT Fleet

50,000

1,000,000

150,212

1,200,212

1,000,000

1,196,444

3,768

50,025

Out Of State

4Q 2016

3Q 2016

13 16 1.0 M CSL

2017

4

TTT

994,060

0

7,000

1,001,060

0

999,629

1,431

0

MA

2Q 2020

4Q 2017

14 16 1.0 M CSL

2016

4

Non-Owned / Special Rating

75,000

925,001

142,155

1,142,156

1,000,002

1,142,325

-169

0

Not Reported

4Q 2017

3Q 2017

15 16 5.0 M CSL

2017

39 Zone Rated Bus

289,381

1,035,000

121,578

1,445,959

1,035,000

1,430,925

15,034

187,639

Out Of State

3Q 2017

2Q 2017

16 16 5.0 M CSL

2017

12 Zone Rated Bus

115,333

1,466,494

284,993

1,866,820

776,494

1,167,670

699,150

45,901

Out Of State

4Q 2018

3Q 2017

17 16 1.0 M CSL

2017

17 Garage

10,100

975,000

264,931

1,250,031

1,000,000

1,266,429

-16,398

0

MA

2Q 2017

2Q 2017

18 16 1.5 M CSL

2016

4

1,489,933

18,502

58,201

1,566,636

19,348

1,566,636

0

50,250

Out Of State

2Q 2017

2Q 2016

19 16 1.0 M CSL

2017

15 Garage

0

1,000,000

1,500

1,001,500

1,000,000

1,001,500

0

0

MA

2Q 2017

2Q 2017

20 16 1.0 M CSL

2016

2

TTT

602,773

0

121,471

724,244

1,000,000

1,152,773

-428,529

0

Out Of State

3Q 2018

3Q 2016

21 16 1.0 M CSL

2016

1

TTT

0

1,000,000

50,000

1,050,000

1,000,000

1,050,000

0

0

Out Of State

4Q 2019

4Q 2016

22 16 1.0 M CSL

2017

30 TTT

59,074

955,545

216,988

1,231,607

955,545

1,224,450

7,157

0

Out Of State

1Q 2019

1Q 2017

20,680,996

16,404,860

2,634,257

39,720,113

20,315,754

39,406,187

561,382

471,872

Commercial Bus

1 15 1.0 M CSL

2016

2

2 15 5.0 M CSL

2016

76 Zone Rated Bus

TTT

1,016,000

0

12,957

1,028,957

0

1,028,957

0

16,000

MA

4Q 2016

4Q 2016

5,560,777

38,075

855,292

6,454,144

38,075

6,525,299

-71,155

331,745

Out Of State

4Q 2016

3 15 1.0 M CSL

2016

3

1Q 2016

999,999

0

89,405

1,089,404

973,711

1,089,403

1

0

Out Of State

1Q 2018

4 15 5.0 M CSL

2016

2Q 2017

31 Non-Owned / Special Rating

4,369,198

630,802

149,999

5,149,999

850,802

5,149,998

1

0

Out Of State

2Q 2018

5 15 5.0 M CSL

4Q 2016

2016

5

Non-Owned / Special Rating

1,842,823

0

146,584

1,989,407

10,733

1,982,252

7,155

0

MA

1Q 2016

1Q 2016

6 15 1.0 M CSL

2016

2

TTT

0

1,000,001

64,298

1,064,299

1,000,001

1,061,774

2,525

0

Out Of State

1Q 2019

2Q 2016

7 15 1.0 M CSL

2016

3

Zone Rated TTT

1,001,356

0

172,598

1,173,954

0

1,173,954

0

0

Out Of State

4Q 2018

1Q 2016

8 15 1.0 M CSL

2015

3

Public Transportation Buses

1,015,095

0

489

1,015,584

0

1,015,584

0

6,380

MA

1Q 2016

3Q 2015

9 15 5.0 M CSL

2016

15 Zone Rated Bus

2,769,996

726,000

310,292

3,806,288

2,126,000

3,781,288

25,000

55,845

Out Of State

3Q 2016

2Q 2016

18,575,244

2,394,878

1,801,914

22,772,036

4,999,322

22,808,509

-36,473

409,970

TTT

1 14 1.0 M CSL

2015

9

Garage

0

1,000,000

808,998

1,808,998

1,000,000

1,508,997

300,001

0

Out Of State

1Q 2017

3Q 2015

2 14 1.0 M CSL

2014

4

TTT

1,027,733

0

56,146

1,083,879

0

1,083,879

0

0

Out Of State

4Q 2014

4Q 2014

3 14 1.0 M CSL

2015

2

Non-Owned / Special Rating

1,000,000

0

0

1,000,000

0

1,000,000

0

0

MA

1Q 2015

1Q 2015

4 14 1.0 M CSL

2014

4

TTT

1,000,000

0

77,176

1,077,176

0

1,077,176

0

0

MA

1Q 2019

2Q 2014

5 14 1.0 M BI

2015

3

PPT - NF

1,065,335

0

3,315

1,068,650

0

1,068,650

0

22,362

MA

4Q 2015

2Q 2015

6 14 1.5 M CSL

2015

6

Zone Rated Bus

1,672,346

0

47,698

1,720,044

0

1,720,035

9

167,172

Out Of State

4Q 2015

3Q 2015

7 14 1.0 M CSL

2014

4

Non-Owned / Special Rating

938,211

0

295,018

1,233,229

0

1,233,229

0

0

Out Of State

3Q 2016

3Q 2014

6,703,625

1,000,000

1,288,351

8,991,976

1,000,000

8,691,966

300,010

189,534

Commonwealth Automobile Reinsurers
Large Loss Detail By Policy Year (Large Losses $1.0 Million and Greater)
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Data Reported Through June, 2020
Eff
Row Yr

Liab
Lim

Lim Accdt
Id
Year Clm

Class
Desc

ITD
Paid Loss

Current
Reserve

ALAE
ITD

ITD Total
Loss

Prior
Reserves

Prior Qtr
Tot Loss

Change Tot
Loss

PIP
Loss

State

Qtr First
> $1.0M

First
Rptd

1 13 5.0 M CSL

2013

2

Commercial Bus

1,764,617

0

66,058

1,830,675

0

1,830,675

0

0

Out Of State

4Q 2016

1Q 2014

2 13 1.0 M CSL

2013

2

Non-Owned / Special Rating

1,000,000

0

26,833

1,026,833

0

1,026,833

0

0

Out Of State

3Q 2015

4Q 2013

3 13 1.0 M CSL

2014

3

Zone Rated TTT

750,000

0

252,213

1,002,213

0

1,002,213

0

0

Out Of State

3Q 2019

3Q 2014

4 13 5.0 M CSL

2014

15 Zone Rated Bus

3,387,185

0

298,074

3,685,259

0

3,687,564

-2,305

223,508

Out Of State

4Q 2014

1Q 2014

5 13 5.0 M CSL

2014

3

Zone Rated Bus

1,432,188

0

75,117

1,507,305

0

1,507,305

0

0

Out Of State

3Q 2017

1Q 2014

6 13 5.0 M CSL

2014

2

Commercial Bus

1,217,136

0

52,574

1,269,710

0

1,269,710

0

0

Out Of State

4Q 2015

1Q 2014

7 13 5.0 M CSL

2014

1

Non-Owned / Special Rating

2,508,000

0

23,224

2,531,224

0

2,531,224

0

8,000

MA

2Q 2017

3Q 2014

8 13 1.0 M CSL

2014

1

Non-Owned / Special Rating

1,000,000

0

25,432

1,025,432

0

1,025,432

0

0

Not Reported

3Q 2014

2Q 2014

9 13 1.5 M CSL

2014

17 Zone Rated Bus

1,521,226

2,500

12,596

1,536,322

2,500

1,536,322

0

22,359

Out Of State

3Q 2014

2Q 2014

14,580,352

2,500

832,121

15,414,973

2,500

15,417,278

-2,305

253,867

1 12 5.0 M CSL

2013

3

Commercial Bus

1,495,842

0

24,558

1,520,400

0

1,520,400

0

0

Out Of State

4Q 2016

2Q 2013

2 12 1.0 M CSL

2012

2

TTT

1,088,400

0

10,895

1,099,295

0

1,099,295

0

0

MA

3Q 2012

3Q 2012

3 12 5.0 M CSL

2012

1

Commercial Bus

3,858,000

0

24,490

3,882,490

0

3,882,490

0

8,000

MA

1Q 2013

4Q 2012

4 12 1.0 M CSL

2012

2

Non-Owned / Special Rating

1,000,000

0

3,810

1,003,810

0

1,003,810

0

0

Not Reported

4Q 2012

3Q 2012

5 12 5.0 M CSL

2012

2

Zone Rated Bus

1,250,000

0

67,167

1,317,167

0

1,317,167

0

0

Out Of State

4Q 2012

4Q 2012

6 12 1.0 M CSL

2013

4

Zone Rated Bus

896,910

0

62,359

959,269

750,000

1,039,030

-79,761

3,316

Out Of State

1Q 2020

1Q 2013

7 12 5.0 M CSL

2013

3

Commercial Bus

4,849,894

0

41,875

4,891,769

0

4,891,769

0

100,455

Out Of State

1Q 2013

1Q 2013

14,439,046

0

235,154

14,674,200

750,000

14,753,961

-79,761

111,771

1 11 OTHE BI
R
2 11 5.0 M CSL

2012

1

962,503

0

53,247

1,015,750

0

1,015,750

0

0

Out Of State

1Q 2017

1Q 2012

2011

14 TTT

Non-Owned / Special Rating

5,130,932

0

227,409

5,358,341

0

5,358,341

0

0

MA

3Q 2011

3Q 2011

3 11 1.0 M CSL

2011

7

TTT

1,008,378

0

22,620

1,030,998

0

1,030,998

0

0

MA

1Q 2012

3Q 2011

4 11 1.0 M CSL

2011

2

Limo

1,008,000

0

117,427

1,125,427

0

1,125,427

0

8,069

MA

2Q 2018

4Q 2011

8,109,813

0

420,703

8,530,516

0

8,530,516

0

8,069

Commonwealth Automobile Reinsurers
Large Loss Summary By Range
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Data Reported through June, 2020
Policy Year Large Losses $300,000 or Greater
Loss Range
>=

2011

2012

2013

<

Policies

Inc Loss

% Tot

Policies

5.0 M

+

1

5,358,341

7.5%

0

2.5 M

5.0 M

0

0

0.0%

2

2.0 M

2.5 M

0

0

0.0%

0

1.5 M

2.0 M

0

0

0.0%

1

1.0 M

1.5 M

3

3,172,175

4.5%

3

4

8,530,516

12.0%

6

10

7,441,624

10.4%

8

5,418,529

Policies > 1.0 M
500,000

1.0 M

300,000

Inc Loss

% Tot

Policies

0

0.0%

8,774,259

11.2%

0
1,520,400

2014

Inc Loss

% Tot

Policies

Inc Loss

% Tot

0

0

0.0%

0

0

0.0%

2

6,216,483

6.4%

0

0

0.0%

0.0%

0

0

0.0%

0

0

0.0%

1.9%

3

4,874,302

5.0%

2

3,529,042

3.5%

3,420,272

4.4%

4

4,324,188

4.5%

5

5,462,934

5.4%

13,714,931

17.5%

9

15,414,973

15.9%

7

8,991,976

8.9%

6.9%

10

6,721,413

6.9%

7

5,261,450

5.2%

500,000

5

1,862,505

2.6%

13

5,307,598

6.8%

18

6,301,692

6.5%

16

5,931,258

5.9%

Sum of Large Losses

19

17,834,645

25.0%

27

24,441,058

31.2%

37

28,438,078

29.3%

30

20,184,684

19.9%

Prior Qtr

19

17,834,645

25.0%

27

24,520,819

31.3%

37

28,427,973

29.3%

31

20,229,584

20.0%

Total Incurred Losses

71,287,570

Loss Range
>=

78,300,456

2015

97,135,340

2016

101,360,344

2017

2018

<

Policies

Inc Loss

% Tot

Policies

Inc Loss

% Tot

Policies

Inc Loss

% Tot

Policies

Inc Loss

% Tot

5.0 M

+

2

11,604,143

8.8%

2

11,475,722

7.0%

0

0

0.0%

4

22,538,321

13.1%

2.5 M

5.0 M

1

3,806,288

2.9%

2

7,318,477

4.4%

0

0

0.0%

0

0

0.0%

2.0 M

2.5 M

0

0

0.0%

0

0

0.0%

0

0

0.0%

1

2,219,680

1.3%

1.5 M

2.0 M

1

1,989,407

1.5%

2

3,433,456

2.1%

0

0

0.0%

1

1,566,010

0.9%

1.0 M

1.5 M

5

5,372,198

4.1%

15

16,768,214

10.2%

9

9,790,365

7.0%

15

16,273,267

9.5%

9

22,772,036

17.3%

21

38,995,869

23.6%

9

9,790,365

7.0%

21

42,597,278

24.8%

Policies > 1.0 M
500,000

1.0 M

9

5,691,666

4.3%

19

12,487,191

7.6%

13

8,656,037

6.2%

14

9,100,501

5.3%

300,000

500,000

13

4,880,733

3.7%

18

6,696,100

4.1%

25

9,107,323

6.5%

27

9,990,570

5.8%

Sum of Large Losses

31

33,344,435

25.3%

58

58,179,160

35.3%

47

27,553,725

19.7%

62

61,688,349

35.8%

Prior Qtr

29

32,438,441

24.7%

57

57,547,446

34.9%

46

27,083,713

19.4%

56

56,637,507

33.8%

Total Incurred Losses

131,985,504

Loss Range

165,016,368

2019

139,712,425

2020

172,134,421

Total

>=

<

Policies

Inc Loss

% Tot

Policies

Inc Loss

% Tot

Policies

Inc Loss

% Tot

5.0 M

+

0

0

0.0%

0

0

0.0%

9

50,976,527

4.8%

2.5 M

5.0 M

0

0

0.0%

0

0

0.0%

7

26,115,507

2.5%

2.0 M

2.5 M

1

2,070,720

2.0%

0

0

0.0%

2

4,290,400

0.4%

1.5 M

2.0 M

4

7,325,734

7.2%

0

0

0.0%

14

24,238,351

2.3%

1.0 M

1.5 M

4

4,286,852

4.2%

0

0

0.0%

63

68,870,465

6.5%

9

13,683,306

13.4%

0

0

0.0%

95

174,491,250

16.4%

Policies > 1.0 M
500,000

1.0 M

9

5,893,860

5.8%

0

0

0.0%

99

66,672,271

6.3%

300,000

500,000

12

4,607,527

4.5%

0

0

0.0%

147

54,685,306

5.1%

Sum of Large Losses

30

24,184,693

23.7%

0

0

0.0%

341

295,848,827

27.8%

Prior Qtr

23

18,714,876

21.8%

0

0

0.0%

325

283,435,004

27.3%

Total Incurred Losses
% Tot = Large Loss / Total Incurred Losses

102,144,998

5,883,736

1,064,961,162

Commonwealth Automobile Reinsurers
CAR DOCKET #GC20.12
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Large Loss by Policy Year
Change by Quarter
Data Reported through June, 2020
Summary of Losses Over 1.0 Million
Policy

Current

Current

Prior

Change

Year

# Policies

Reserves

Incurred Loss

Incurred Loss

in Loss

2019

9

11,330,375

13,683,306

11,816,449

1,866,857

2018

21

33,473,958

42,597,278

40,081,469

2,641,853

2017

9

3,916,275

9,790,365

8,811,334

979,031

2016

21

16,404,860

38,995,869

38,253,414

989,911

2015

9

2,394,878

22,772,036

22,808,509

(36,473)

2014

7

1,000,000

8,991,976

8,691,966

300,010

2013

9

2,500

15,414,973

15,417,278

(2,305)

2012

6

0

13,714,931

13,714,931

0

2011

4

0

8,530,516

8,530,516

0

Subtotal

95

68,522,846

174,491,250

168,125,866

6,738,884

Current

Current

Prior

Change

Losses that went under 1.0 Million (Remain on Report)
Policy
Year

# Policies

Reserves

Incurred Loss

Incurred Loss

in Loss

2017

1

0

213,619

1,111,119

(897,500)

2016

1

0

724,244

1,152,773

(428,529)

2012

1

0

959,269

1,039,030

(79,761)

Subtotal

3

0

1,897,132

3,302,922

(1,405,790)

Total All

98

68,522,846

176,388,382

171,428,788

5,333,094

Current

Current

Prior

Change

New to Report: Incurred Losses Over 1.0 Million
Policy
Year

# Policies

Reserves

Incurred Loss

Incurred Loss

in Loss

2019

1

983,775

1,731,962

0

1,731,962

2018

4

3,961,651

4,238,160

2,724,193

1,513,967

2017

1

0

1,022,185

120,519

901,666

2016

1

0

1,001,060

999,629

1,431

Subtotal

7

4,945,426

7,993,367

3,844,341

4,149,026
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Commonwealth Automobile Reinsurers
Large Loss Notification Summary
Submitted After February, 2020
Large Loss Notifications By Policy Year
Notification Policy

Accident

Estimated $

Current Qtr

Difference of

Difference of

Stat Reported

Estimate to

Prior to Current

#

Date

Year

Year/Qtr

Liab Limit

Class Description

BI

PDL

PIP

Total

State

Total

Current Qtr

Qtr Reported Losses

1

4/28/2020

2019

20201

$1,000,000

TTT

100,000

0

0

100,000

MA

275,020

(175,020)

244,920

2

3/13/2020

2019

20201

$1,000,000

TTT

250,000

0

0

250,000

MA

481,133

(231,133)

9

3

5/12/2020

2019

20194

$1,000,000

TTT

0

536,000

0

536,000

MA

567,356

(31,356)

522,534

4

3/26/2020

2018

20181

$1,000,000

ZR TTT

300,000

0

0

300,000

IL

300,000

0

0

5

3/17/2020

2018

20181

$1,000,000

TTT

500,000

12,000

0

512,000

MA

542,268

(30,268)

164

6

4/23/2020

2017

20173

$1,000,000

PPT Buses

1,000,000

0

0

1,000,000

MA

1,022,185

(22,185)

901,666

Losses Submitted after Quarter 1/2020
7

6/9/2020

2020

20202

$1,000,000

ZR TTT

1,000,000

0

0

1,000,000

NJ

125,000

875,000

125,000

8

7/24/2020

2019

20203

$1,000,000

TTT

750,000

0

8,000

758,000

ME

0

0

0

9

6/19/2020

2019

20202

$1,000,000

ZR TTT

1,000,000

5,000

0

1,005,000

AL

323,230

681,770

323,230

10

6/9/2020

2019

20202

$5,000,000

TTT

0

1,400,000

0

1,400,000

MA

1,731,962

(331,962)

1,731,962

750,000

0

0

750,000

MA

0

0

0

250,000

0

16,000

266,000

MA

303,041

(37,041)

250,539

7/7/2020

2018

20184

$750,000

Non-Owned /
Special Rating

12 6/18/2020

2017

20182

$1,000,000

Commercial Bus

11
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COMMERCIAL ULTIMATE POLICY YEAR DEFICIT PROJECTIONS
BASED ON DATA REPORTED THROUGH QUARTER ENDING JUNE 2020
(000's OMITTED)

SUMMARY EXHIBIT

Policy Year 2017
Dollars
% Prem

Premium
Losses Incurred and ALAE
Underwriting Expenses

182,600
151,558
45,686

Underwriting Result

(14,644)

100.0%
83.0%
25.0%
-8.0%

Policy Year 2018
Dollars
% Prem

Policy Year 2019
Dollars
% Prem

196,000
186,200
45,864

100.0%
95.0%
23.4%

189,700
160,866
41,544

(36,064)

-18.4%

(12,710)

100.0%
84.8%
21.9%
-6.7%
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COMPARISON OF ULTIMATE POLICY YEAR DEFICIT PROJECTIONS
PRIOR AND CURRENT QUARTER ESTIMATES

Policy Year 2019
Prior Qtr Estimate
Dollars
% Prem

Current Qtr Estimate
Dollars
% Prem

Premium
Losses Incurred and ALAE
Underwriting Expenses

195,600
177,800
42,836

100.0%
90.9%
21.9%

189,700
160,866
41,544

Underwriting Result

(25,036)

-12.8%

(12,710)

100.0%
84.8%
21.9%
-6.7%

Variance
Dollars
Percent
(5,900)
(16,934)
(1,292)

-3.0%
-9.5%
-3.0%

12,326

-49.2%

Policy Year 2018
Prior Qtr Estimate
Dollars
% Prem

Current Qtr Estimate
Dollars
% Prem

Variance
Dollars
Percent

Premium
Losses Incurred and ALAE
Underwriting Expenses

196,000
190,512
45,864

100.0%
97.2%
23.4%

196,000
186,200
45,864

100.0%
95.0%
23.4%

0
(4,312)
0

0.0%
-2.3%
0.0%

Underwriting Result

(40,376)

-20.6%

(36,064)

-18.4%

4,312

-10.7%

Policy Year 2017
Prior Qtr Estimate
Dollars
% Prem
Premium
Losses Incurred and ALAE
Underwriting Expenses

182,600
155,027
45,686

Underwriting Result

(18,113)

100.0%
84.9%
25.0%
-9.9%

Current Qtr Estimate
Dollars
% Prem
182,600
151,558
45,686
(14,644)

100.0%
83.0%
25.0%
-8.0%

Variance
Dollars
Percent
0
(3,469)
0

0.0%
-2.2%
0.0%

3,469

-19.2%
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RECORDS OF MEETING
ACTUARIAL COMMITTEE – AUGUST 5, 2020
Members Present
Ms. Lynellen Ramirez – Chair
Ms. Sarah Cast
Ms. Sarah Clemens
Mr. Christopher Dupill
Mr. Glenn Hiltpold
Ms. Katherine McCarthy (1)
Ms. Kimberly Miller (2)
Ms. Meredith Woodcock
Mr. Hao Zhang (3)

Arbella Insurance Group
Allstate Insurance Group
MAPFRE U.S.A. Corporation
EM Freedman Insurance Agency, Inc.
Safety Insurance Company
Quincy Mutual Group
The Hanover Insurance Company
Liberty Mutual Insurance Companies
Plymouth Rock Companies

Substituted for:
Mr. Todd Lehmann
(2)
Ms. Jennifer Graunas
(3)
Mr. Geoffrey Arnold
(1)

Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Actuarial
Committee meeting of March 4, 2020. The Records have been distributed and are on file.
20.06

Review of Motorcycle/Miscellaneous Class Codes in Quota Share

Ms. Shannon Chiu informed the Committee that CAR staff recently became aware of antique
automobile programs written in the voluntary market that include coverage for certain vehicles, such as
“classic cars”, that do not meet the statutory definition of an antique due to the age of the vehicle. Ms. Chiu
noted that antique autos have been exempted by statute from the provisions of 113H since 1998. Prior to
this exemption, antique auto exposures were included among those miscellaneous classes that were counted
in the residual market participation after applying a factor of 0.33, reflective of the lower average premium
of these classes. Ms. Chiu advised that for those programs known to CAR, the classic cars have recently
been added to the quota share determination, and she requested the Committee to consider whether the
application of a 0.33 factor is warranted for these exposures in calculating the Quota Share voluntary market
share. Ms. Chiu reviewed an exhibit that compared the classic car average premium to the total market
private passenger, indicating that the average premium ratio of 31% was similar to other vehicle types that
are currently factored.
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The Committee inquired as to the specific definition of a classic car, versus that of an antique
automobile. Ms. Browne noted that antique automobiles are statutorily defined as any motor vehicle over
twenty-five years old which is maintained solely for use in exhibitions, club activities, parades and other
functions of public interest and which is not used primarily for the transportation of passengers or goods
over any way. Ms. Browne explained that classic cars would similarly be defined by the use restrictions,
specifying that the use of these vehicles would be limited to those activities meeting the antique auto
classification, but classic cars would not be defined by the age of the vehicle.
The Committee discussed other alternatives for handling these exposures in the quota share
determination. One member questioned whether the exposures could be excluded, but noted that there is
no statutory exclusion from eligibility for placement in MAIP. For that reason, the Committee agreed that
they should be counted in the quota share determination. After discussion, the Committee, on a roll call
vote, unanimously approved in concept the recommendation for the application of the 0.33 factor to classic
cars subject to review of the definition of the new classification(s) and proposed amendments to Rule 29 of
the Rules of Operation. Staff also advised that the definitions may need to be added to the Commercial
Automobile Manual.
The Committee was advised that the new classification(s) will require statistical reporting changes
to be considered by the Compliance and Operations Committee. Staff will provide additional information
at the next meeting relative to plans to identify this data while reporting changes are being implemented.

TIMOTHY GALLIGAN
Actuarial/Statistical Services Director
Boston, Massachusetts
September 2, 2020
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RECORDS OF MEETING
ACTUARIAL COMMITTEE – OCTOBER 14, 2020
Members Present
Ms. Lynellen Ramirez – Chair
Ms. Sarah Clemens
Mr. Christopher Dupill
Ms. Yujia Gan(1)
Ms. Jennifer Graunas
Mr. Glenn Hiltpold
Mr. Todd Lehmann
Ms. Meredith Woodcock
Mr. Hao Zhang (2)

Arbella Insurance Group
MAPFRE U.S.A. Corporation
EM Freedman Insurance Agency, Inc.
Allstate Insurance Group
The Hanover Insurance Company
Safety Insurance Company
Quincy Mutual Group
Liberty Mutual Insurance Companies
Plymouth Rock Assurance Corporation

Substituted for:
Ms. Sarah Cast
(2)
Mr. Geoffrey Arnold
(1)

Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Actuarial
Committee meeting of August 5, 2020. The Records have been distributed and are on file.
20.06

Review of Motorcycle/Miscellaneous Class Codes in Quota Share

At its last meeting, the Actuarial Committee agreed in concept to changes in the Quota Share
calculation to include Specialty and Classic automobiles, adjusted by a factor of 0.33 to reflect the lower
average premium for these vehicles. The Committee requested a final review after CAR’s Compliance and
Operations Committee defined the new classifications and recommended the appropriate updates to the
statistical plan. The Actuarial Committee also requested to review the necessary updates to CAR Rules and
Manuals to incorporate the new class of business before making a final recommendation to the Governing
Committee.
Beginning with recommendations for the private passenger market, Ms. Marian Adgate presented
the Committee with proposed modifications to Rule 29 of the Rules of Operation. The Rule has been
amended to reflect that in the determination of Quota Share, voluntary exposures for specialty and classic
cars and specialty and classic motorcycles will be adjusted by a factor of 0.33, with a proposed effective
date of April 1, 2021. Ms. Adgate also noted that the Rule was updated to eliminate the reference to electric
vehicles, as that classification has been eliminated for statistical reporting.
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Next, Ms. Adgate reviewed proposed changes to the Massachusetts Private Passenger Residual
Market Automobile Insurance Manual. She noted that Rule 42 entitled Specialty and Classic Motor Cars
and Motorcycles has been added to the Manual. This Rule defines the Specialty and Classic Motor Cars
and Specialty and Classic Motorcycles classifications to which the Rule applies, identifies the related
mandatory endorsement (MP-0003), and provides reference to the Rate Section of the Manual for
determining premium. She further reviewed the MP-0003 endorsement entitled Specialty and Classic Auto
with the Committee, stating that it must be issued with a MAIP policy providing coverage for a vehicle
classified as a specialty or classic auto or motorcycle. The endorsement identifies the coverage that is
provided for each auto scheduled on the endorsement form, as long as the auto is maintained solely for the
specific uses defined in the endorsement. Updates were also made to the Miscellaneous Motor Vehicles
rate page (RS-2) in the Rate Section of the Manual that provide information for computing liability and
physical damage premium for Specialty and Classic Motor Cars and Specialty and Classic Motorcycles.
She noted that the rating procedure for this classification has been adopted from the AIB’s rating procedure
for antique autos.
Ms. Adgate also noted that similar changes have been made for commercial residual market polices
classified as Specialty and Classic Motor Cars and Motorcycles. She presented proposed modifications to
the Commercial Automobile Residual Market Manual. Specific proposed changes include the addition of
Rule 126 entitled Specialty and Classic Autos and Motorcycles in the Special Types and Operations section,
Endorsement Form CR 99 03 entitled Specialty and Classic Auto - Massachusetts, and rating procedures
on page R-161 of the Special Types Rate Section of the Manual. The rating procedure for these
classifications have also been adopted from the AIB’s rating procedure for antique autos.
The Committee unanimously voted to recommend to the Governing Committee approval of Rule
29 of the Rules of Operation and the addition of rules, rates and endorsement forms to the Private Passenger
and Commercial Automobile Residual Market Manuals as presented.
Other Business
Ms. Jennifer Graunas questioned the details behind the increasing credit premium in Quota Share
during the past several months and noted instances where she observed increasing premium compared to
the voluntary exposure growth for a small number of Assigned Risk Companies. Ms. Graunas mentioned
the impact of the recent June 2020 rate change of 7.1%, and asked staff to also comment on the credit
premium increase including the impact of the rate and rate subsidies included in the Quota Share.
Mr. Timothy Galligan explained that the 7.1% rate change was reflective of all coverages
combined, and that the estimated impact of the Quota Share Liability coverages including the subsidy
portion would be expected to be slightly higher, based on an initial review of the rates. Mr. Galligan also
noted that it would be expected that companies’ business models vary from year to year and credit premium
would increase if a higher percentage of policies written voluntarily were in credit eligible classes and
territories. In addition, the total market exposure totals have steadily increased, which is another factor in
the increase to the credit premium. Mr. Galligan noted that CAR staff performs monthly data quality
reviews, including the review and analysis of credit premium changes, and that staff is comfortable with
the increase in the credit premiums for the reasons noted.
TIMOTHY GALLIGAN
Actuarial/Statistical Services Director
Boston, Massachusetts
November 2, 2020
Page 2
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Manual Updates – Specialty and Classic Cars and Specialty and Classic Motorcycles
Memorandum of Changes
At the Actuarial Committee’s August 5, 2020 meeting, staff advised members that CAR has become aware
of antique automobile programs in the voluntary market that include coverage for “classic cars” which are
similar to antiques in terms of their usage, but do not meet the statutory age and registration requirements
qualifying them for exemption from the residual market.
The Committee agreed, in concept, to include exposures for these vehicles in the Quota Share determination
adjusted by a factor of 0.33, reflective of the lower average premium for these vehicles, subject to review
of the definition of the new classifications and any proposed amendments to Rule 29 of the Rules of
Operation.
Accordingly, the following amendments to Rule 29 of the Rules of Operation and the addition of rules,
rates and endorsement forms to the Private Passenger and Commercial Automobile Residual Market
Manuals relative to the Specialty and Classic Car and Specialty and Classic Motorcycle classifications, are
proposed.
Rules of Operation
Rule 29 – Participation
The Rule has been amended to reflect that in the determination of Quota Share, voluntary exposures for
specialty and classic cars and specialty and classic motorcycles will be adjusted by a factor of 0.33.
Private Passenger Automobile Manual
Rule Section
Rule 42 – Specialty and Classic Automobiles and Motorcycles
This Rule has been added to the Manual. Rule 42 provides the definition of the Specialty and Classic Motor
Cars and Specialty and Classic Motorcycles classification, identifies the endorsement (MP-0003) that must
be issued with the policy and makes reference to the page in the Rate Section of the Manual for determining
premium.
Rate Section
The Miscellaneous Motor Vehicles rate page (RS-2) in the Rate Section of the Manual has been updated to
provide information for computing liability and physical damage premium for Specialty and Classic Motor
Cars and Specialty and Classic Motorcycles, as defined in Rule 42 of the Manual. The rating procedure for
this classification has been adopted from the AIB’s rating procedure for antique autos.
Forms and Endorsements
Specialty and Classic Auto Endorsement – MP-0003
The MP-0003 endorsement titled Specialty and Classic Auto must be issued with a MAIP policy providing
coverage for a vehicle classified as a Specialty or Classic auto or motorcycle. The endorsement identifies
the coverage that is provided for each auto scheduled on the endorsement form, as long as the auto is
maintained solely for use in exhibitions, club activities, parades, and other functions of public interest and
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is not used primarily to transport passengers or goods over any way. The endorsement further identifies
coverage limitations if it is determined that the auto has not been used as required.
Commercial Automobile Manual
Rules Section
Rule 126 – Specialty and Classic Automobiles and Motorcycles
This Rule has been added to the Manual. Rule 126 provides the definition of the Specialty and Classic
Automobiles and Specialty and Classic Motorcycles classification, identifies the endorsement (CR 99 03)
that must be issued with the policy and makes reference to the page in the Rate Section of the Manual for
determining premium.
Rate Section
The Special Types rate page (R-161) in the Rate Section of the Manual has been updated to provide
information for computing liability and physical damage premium for Specialty and Classic Automobiles
and Specialty and Classic Motorcycles, as defined in Rule 126 of the Manual. The rating procedure for this
classification has been adopted from the AIB’s rating procedure for antique autos.
Forms and Endorsements
Specialty and Classic Auto Endorsement – CR 99 03
The CR 99 03 endorsement that is titled Specialty and Classic Auto - Massachusetts must be issued with a
ceded policy providing coverage for a vehicle classified as a Specialty and Classic auto or motorcycle. The
endorsement identifies the coverage that is provided for each auto scheduled on the endorsement form, as
long as the auto is maintained solely for use in exhibitions, club activities, parades, and other functions of
public interest and is not used primarily to transport passengers or goods over any way. The endorsement
further identifies coverage limitations if it is determined that the auto has not been used as required.

CAR
Rule 29
Revision Date
Page

Rules of Operation
Assignment Process
2021.04.01 - DRAFT
1 of 7
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A. Assignment of Applications
The MAIP shall randomly assign applications that are eligible for
coverage based on each Member’s individual Quota Share. A
Member’s Quota Share shall reflect that Member’s proportion of
Private Passenger Motor Vehicle MAIP premiums that its respective
voluntary private passenger property damage liability direct written
exposures bears to the statewide total of voluntary private passenger
property damage liability direct written exposures of all companies in
the state.
1. For the purpose of such distribution as described above: (1) voluntary
private passenger property damage liability direct written exposures;
and (2) private passenger MAIP premiums shall be defined as below:
a. Voluntary private passenger property damage liability direct
written exposures shall be the number of private passenger
property damage liability car years written by the company for the
most recent 12 months, regardless of the type of Motor Vehicle
Insurance policy under which such property damage liability car
years are written, excluding private passenger liability car years
written through the MAIP.
For policies effective March 31, 2021 and prior, Eexposures for
motorcycles, snowmobiles, and electric motor vehicles will be
adjusted by a factor of 0.33.
For policies effective April 1, 2021 and subsequent, exposures for
motorcycles, snowmobiles, and specialty and classic cars and
specialty and classic motorcycles will be adjusted by a factor of
0.33.
b. For the purpose of establishing the Quota Share of a Newly
Writing Company that becomes eligible for appointment as an
ARC pursuant to Rule 30 before that Member is required to submit
detailed statistical data under the provisions of the Massachusetts
Private Passenger Automobile Statistical Plan, the Member is
required to report interim summary data pursuant to Section B.
c. Private Passenger Motor Vehicle MAIP premiums shall be
developed from the MAIP rates and rating plan and shall include
the total of: 20/40 bodily injury (including guest), $100,000
property damage liability, and $8,000 personal injury protection
manual premiums excluding subsidies calculated using MAIP cost-
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MASSACHUSETTS PRIVATE PASSENGER RESIDUAL MARKET AUTOMOBILE INSURANCE MANUAL

RULE 41.

STATED AMOUNT COVERAGE

A motor vehicle may be insured on a stated amount basis when it can be clearly established that its value will produce
an inadequate premium charge using normal rating procedures. An appraisal shall be made at the time of application
to establish the current market value of the vehicle. The insurer shall verify the accuracy of the appraisal. The stated
amount rate is determined as follows. The premium is then calculated in accordance with Rule 11 beginning with step
2.e.
Part 7:
1.
2.
3.
4.
5.

Identify the manual rate by class and territory.
Using the appraisal, identify the VRG from the VRG Assignment by Price Table in the Rate Section.
Identify the model year/VRG relativity from the Rate Section.
Identify the Stated Amount Divisor for the applicable VRG using the table in the Rate Section.
Determine the rate per $100 of appraised value as: [(1) x (3) x 100] / (4) (rounded to the nearest cents).

Part 9:
Comprehensive
1. Using the appraisal, identify the VRG from the VRG Assignment by Price Table in the Rate Section.
2. Identify the Stated Amount Comprehensive $500 Deductible Rate per $100 of appraised value for the
applicable territory and VRG from the Rate Section.
Fire

1.
2.

Theft
1.
2.

Using the appraisal, identify the VRG from the VRG Assignment by Price Table in the Rate Section.
Identify the Stated Amount Fire $500 Deductible Rate per $100 of appraised value for the applicable VRG
from the Rate Section.
Using the appraisal, identify the VRG from the VRG Assignment by Price Table in the Rate Section.
Identify the Stated Amount Theft $500 Deductible Rate per $100 of appraised value for the applicable
territory and VRG from the Rate Section.

Endorsement MPY-0027-S titled Stated Amount Coverage must be issued with the policy.

RULE 42. RESERVED FOR FUTURE USE SPECIALTY AND CLASSIC MOTOR CARS AND
MOTORCYCLES
This Rule applies to any car or motorcycle that is twenty-five years old or less and is maintained solely for use in
exhibitions, club activities, parades and other functions of public interest and is not used primarily for the transportation
of passengers or goods over any way.
The merit rating plan does not apply to vehicles described in this Rule.
Endorsement MP-0003 titled Specialty and Classic Auto must be issued with the policy.
Refer to the Miscellaneous Motor Vehicles page in the Rate Section for premium determination.

RULE 43. LOW SPEED VEHICLES
The term “low speed vehicle” shall include any 4-wheel motor vehicle that has a seventeen digit Vehicle Identification
Number (VIN), has been issued a Certificate of Origin, has a gross vehicle weight rating (GVWR) of less than 3000
pounds, and has a top speed greater than 20 mph but not greater than 25 mph. The motor vehicle must be National
Highway Traffic Safety Administration (NHTSA) certified as a “Low Speed Vehicle” demonstrated by the Certificate of
Origin listing the body style as “LSV” or “Low Speed Vehicle” or by the Manufacturer’s Certification Label posted on the
vehicle containing the VIN and indicating the Type of Vehicle as “LSV” or “Low Speed Vehicle.”
Rates for low speed vehicles are based on the class 10 rate times a factor. Refer to the Miscellaneous Motor Vehicles
section for rating methods and factors. Refer to Rule 22 to determine the vehicle rating group. Annual mileage, multicar, continuous coverage, low frequency, and class 15 discounts apply.
The merit rating status shall be determined as follows:

29
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MASSACHUSETTS PRIVATE PASSENGER RESIDUAL MARKET AUTOMOBILE INSURANCE MANUAL

Miscellaneous Motor Vehicles
LIABILITY

PHYSICAL DAMAGE

Trailers (Rule 34)

No Charge

Motor Homes (Rule 39)

Manual Rates

Low Speed Vehicles (Rule 43)

Parts 1,4, and 5:
50% of Class 10
Parts 2,3,6, and 12:
100% of Class 10
Annual mileage, multi-car,
continuous coverage, low frequency,
class 15 discounts apply (Rule 19)

Specialty and Classic Motor Cars
(Rule 42)

Parts 1,2,4, and 5:
25% of Class 10
Parts 3,6, and 12:
Manual Rates

Specialty and Classic Motorcycles
(Rule 42)

Parts 1,2,4, and 5:
25% of Class 10 Motorcycle
Rates
Parts 3,6, and 12:
Manual Motorcycle Rates

Parts 7, 8 and 9
50% Latest Model Year shown in
Rate Pages,
Territory 1, Class 10
VRG based on Base List Price
Parts 7 and 8 – 50%
Part 9 – Manual Rate
Parts 7 and 8:
75% of Class 10
Part 9:
50% of Class 10
Annual mileage, multi-car, class 15
discounts apply (Rule 19)
VRG based on Base List Price (Rule
22)
Parts 7,8 and 9:
50% Latest Model Year shown
in Rate Pages,
Territory 1, Class 10
Base List Price for assigning
VRG based on Appraised
Value
Parts 7,8 and 9:
50% of Territory 1 Motorcycle
Rate

RS-2
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MASSACHUSETTS ENDORSEMENT – MP-0003
Specialty and Classic Auto

The coverages and limits as indicated on the Coverage Selections Page are provided to the auto(s) shown
below only if each auto is maintained solely for use in exhibitions, club activities, parades, and other
functions of public interest and is not used primarily to transport passengers or goods over any way.
If Collision (Part 7), Limited Collision (Part 8), or Comprehensive (Part 9) coverage applies to the auto(s)
shown below, the most we will pay for each loss of, or damage to, the auto is the lesser of the Actual Cash
Value of the auto at the time of the loss or damage, or the coverage Limits purchased for that auto, as
indicated on the Coverage Selections Page and as shown below. However, in all cases, we will subtract the
Deductible Amount shown below.
If it is determined that the auto is not maintained solely for use in exhibitions, club activities, parades and
other functions of public interest, or is used primarily to transport passengers or goods over any way, the
most we will pay for any injury or damage arising out of the operation or use of the auto are the compulsory
limits and coverages that we are required to sell, and we will not pay under any of the optional insurance
parts of the policy for any injury or damage arising out of the operation or use of the auto.

Schedule
Description and VIN of Auto

Limit

Deductible
Amount

______________________________________________

$___________

$__________

$___________

$__________

$___________

$__________

$___________

$__________

______________________________________________
______________________________________________
______________________________________________
______________________________________________
______________________________________________
______________________________________________
______________________________________________

[Ed. 04-21]

CAR
Section VII
Effective Date
Page

Commercial Automobile Insurance Manual
Special Types and Operations
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RULE 110. ELIGIBILITY
This section applies to all automobiles that are not classified or defined in
other sections.
RULE 111. PREMIUM DEVELOPMENT
A. Unless specifically described in the Rule, rating procedures for
automobiles defined in Rules 112 through 125 126 are found on the
Special Types Rating Procedures pages in the Rate Section.
1. Base rates for truck, tractor, and trailer type automobiles are found
on the Trucks, Tractors and Trailers rate pages in the Rate Section
based on the size of the automobile as defined in Rule 52.B.1. and
Rule 52.B.2. – Trucks, Tractors and Trailers Classifications in
Section III – Trucks, Tractors and Trailers of this Manual. Primary
and secondary rating factors as defined in Rule 52.B.3. and Rule
52.B.4. and Rule 52 C. – Trucks, Tractors and Trailers
Classifications in Section III – Trucks, Tractors and Trailers of this
Manual do not apply.
2. Base rates for private passenger type automobiles are found on the
Private Passenger Types rate pages in the Rate Section.
B. Determine if the risk is fleet or non-fleet as defined in Rule 52.A. –
Trucks, Tractors and Trailers Classifications in Section III – Trucks,
Tractors and Trailers of this Manual or Rule 62.A. – Private Passenger
Types Classifications in Section IV – Private Passenger Types of this
Manual.
C. Determine the rating territory from the Territory Schedule in the Rate
Section based on the street address of principal garaging. Place of
principal garaging is described in Rule 21 – Residence and Location of
Section II – Common Coverages of this Manual.
D. Liability, No-Fault and Physical Damage
Specific rating instructions are provided in the Rate Section for each
classification.
E. Medical Payments, Uninsured and Underinsured Motorists Insurance
Refer to specific rules in the Rate Section. If no procedures are shown,
determine premiums as follows:

CAR
Section VII
Effective Date
Page
RULE 126.
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RESERVED FOR FUTURE USE SPECIALTY AND CLASSIC
AUTOMOBILES AND MOTORCYCLES (Class Code 963000)
A. This rule applies to cars or motorcycles that are twenty-five years old
or less and are maintained solely for use in exhibitions, club
activities, parades and other functions of public interest and are not
used primarily for the transportation of passengers or goods over any
way.
B.

Specialty and Classic Auto Endorsement CR 99 03 must be issued
with the policy.

C.

Refer to the Special Types Rating Procedures in the Rate Section for
premium determination.

Commonwealth Automobile Reinsurers
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Commercial Automobile Insurance Manual
(RULE 126) SPECIALTY AND CLASSIC AUTOMOBILES AND MOTORCYCLES
Premium Computation
1.

Liability
Multiply the Private Passenger Type Fleet or Non-Fleet rates by .25 regardless of the type of automobile.

2.

Physical Damage
a.

Determine the Private Passenger Type original cost new price bracket into which the appraised value of
the automobile falls regardless of the type of auto.

b.

Other than Collision Coverage

c.

(1)

Insure on stated amount basis only. Refer to Rule 42 to determine the stated amount rate. Use
Territory 1 rates for all specialty and classic autos.

(2)

Multiply the Private Passenger Type Fleet or Non-Fleet stated amount rate determined above by
.75 regardless of the type of vehicle.

(3)

Multiply the stated amount rate by the $100 of value to be insured.

Collision, Limited Collision and Waiver of Deductible. Multiply the Private Passenger Type Fleet or NonFleet rate for the original cost new price bracket, age group 1, territory 1, by .75 regardless of the type of
vehicle.

Last revision date: 4/1/21
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Print date: 4/1/21
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CR 99 03 04 21
THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

SPECIALTY AND CLASSIC AUTO - MASSACHUSETTS
This endorsement modifies insurance provided under the following:

BUSINESS AUTO COVERAGE FORM
MOTOR CARRIER COVERAGE FORM
With respect to coverage provided by this endorsement, the provisions of the Coverage Form apply unless
modified by the endorsement. The coverages and limits as indicated on the policy’s Coverage Selections
Page are provided to the auto(s) shown below only if each auto is maintained solely for use in exhibitions,
club activities, parades, and other functions of public interest and is not used primarily to transport
passengers or goods over any way.
If Collision, Limited Collision, or Comprehensive coverage applies to the auto(s) shown below, the most
we will pay for each loss of, or damage to, the auto is the lesser of the Actual Cash Value of the auto at the
time of the loss or damage, or the coverage Limits purchased for that auto, as indicated on the Coverage
Selections Page and as shown below. However, in all cases we will subtract the Deductible Amount shown
below.
If it is determined that the auto is not maintained solely for use in exhibitions, club activities, parades and
other functions of public interest, or is used primarily to transport passengers or goods over any way, the
most we will pay for any injury or damage arising out of the operation or use of the auto are the compulsory
coverages that must be afforded to risks subject to the Massachusetts Compulsory Automobile Insurance
Law, and we will not pay under the optional insurance parts of the policy for any injury or damage arising
out of the operation or use of the auto.
Schedule
Description and VIN of Auto

Limit

Deductible
Amount

_______________________________________________

$___________

$__________

$___________

$__________

$___________

$__________

$___________

$__________

_______________________________________________
_______________________________________________
_______________________________________________
_______________________________________________
_______________________________________________
_______________________________________________

___________________________________________
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RECORDS OF MEETING
COMMERCIAL PROGRAM OVERSIGHT COMMITTEE –
JULY 28, 2020
Members Present
Mr. William Cahill, Jr. – Chair
Mr. Charles Boynton, III
Mr. Brian Hayes
Mr. Bryan Hurwitz
Mr. John Olivieri, Jr.

Vermont Mutual Insurance Company
Boynton Insurance Agency, Inc.
Quincy Mutual Group
The Norfolk & Dedham Group
J.K. Olivieri Insurance Agency, Inc.

Substituted for:
N/A
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, with four in favor and one abstention, the Committee voted to approve the
Records of the Commercial Program Oversight Committee meeting of May 21, 2020, continued to May 28,
2020 and June 4, 2020. The Records have been distributed and are on file.
20.05

2019 Servicing Carrier Annual Reports

Ms. Wendy Browne summarized the reports distributed with the Notice of Meeting which included
each Servicing Carrier’s 2019 Annual Report and a summary of Servicing Carrier responses to each of the
questions/issues addressed in the Annual Report. In addition, various data reports profiling the commercial
residual market as of December, 2019, and a summary of Servicing Carrier bus eligibility audit results were
included for the Committee’s reference.
Ms. Browne noted that the summary of Servicing Carrier responses is organized in a similar manner
to the Annual Report template, with each Servicing Carrier’s response included side by side, for easier
review and comparison by the Committee. She noted the recommendations presented by each Servicing
Carrier and described the current efforts being taken by CAR committees to address the issues. Specifically,
she advised that the impact of the COVID-19 pandemic on experience rating and the increasing use of
private passenger type vehicles for food delivery services will be considered by the Joint Actuarial
Commercial Lines Committee in future rate filings, and the development of a consistent approach for
Servicing Carriers to report quarterly SIU data will be addressed by the Claims Subcommittee during its
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biennial review of the Claims Performance Standards. She also noted that a suggestion to consider the
offering of a loss ratio incentive program may be considered by this Committee as it prepares an RFP, and
a suggestion to explore the use of artificial intelligence is currently being researched by a subcommittee of
the Automobile Insurers Bureau (AIB). Mr. John Metcalfe also noted that it will be necessary for staff to
solicit further clarification from the Servicing Carrier making a recommendation to consider repercussions
for producers not in compliance with CAR Rules, as a compliance program is already in place.
Ms. Browne stated that there were other Servicing Carrier recommendations that will require
additional research and potential referral to the Commercial Automobile Committee for incorporation into
its current list of commercial market issues. She requested that the Committee comment upon each
recommendation in order to determine which should be considered for future evaluation. These included
addressing situations where insureds are adding and deleting owner-operators from a policy and clarifying
the eligibility of vehicles with GVW greater than 10,000 pounds for placement through the MAIP in
instances where these vehicles are not used in commercial operations. Also recommended is a review of
the consistent application of the Garage Keepers coverage form to among Servicing Carriers, and a review
of the validation procedures set forth in Bulletin No. 1075 relative to certain risks, potentially limiting those
procedures to bus and TTT classes, as other risks may have difficulty with substantiating radius of
operation. The Committee agreed that each of these issues should be referred to the Commercial
Automobile Committee for consideration and prioritization.
Finally, Ms. Browne noted that further research will be required relative to the eligibility of out-ofstate registered vehicles that are currently eligible for the commercial residual market if the risk is domiciled
in Massachusetts.
The Committee indicated that the summary prepared by staff was helpful in its review. Finally, the
Committee took note that each Servicing Carrier had reported that the programs and procedures,
implemented over the course of the past couple of years, were highly effective in producing improved
consistencies and positive results in the commercial automobile residual market in 2019.
20.06

Commercial Program Evaluation - 2021 Request for Proposal

The current Commercial Servicing Carrier Program is set to expire on December 31, 2021. A
Request for Proposal (RFP) will be distributed to the industry by March 1, 2021 for a subsequent
engagement to service the commercial automobile residual market, beginning with policies effective
January 1, 2022 and subsequent.
To assist the Committee in its development of recommendations and specifications for the
upcoming RFP, discussion topics to be addressed by the Committee at upcoming meetings were provided
with the Notice of Meeting. In preparation for the Committee’s evaluation of whether to continue the
existing programs as is, or whether other approaches could be taken or changes made to improve the
programs, Mr. Metcalfe provided the Committee with a historical perspective relative to both the
Commercial Automobile and Taxi Servicing Carrier Programs. He stated that the Committee should be
prepared to have discussions on whether the two programs should be combined, the number of Servicing
Carriers to service business from each program, and the existing Servicing Carrier compensation program
which includes the physical redistribution of producer books of business to assure equitable distribution of
commercial automobile written premium among Servicing Carriers.
Mr. John Olivieri stated that the Commercial Automobile Committee has been discussing the
development of a consistent commission rate for commercial classes, with further discussion anticipated
on whether to incorporate taxi, limousine and car service vehicles into the Commercial Automobile
Program. He noted that it would be helpful to ascertain the Commercial Program Oversight Committee’s
Page 2
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interest in merging the two programs, in order to determine whether the Commercial Automobile
Committee should continue its review of the commission rate paid to agents on taxi, limousine and car
service business.

MARIAN ADGATE
Corporate Documentation Specialist

Boston, Massachusetts
September 3, 2020
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RECORDS OF MEETING
COMMERCIAL PROGRAM OVERSIGHT COMMITTEE –
OCTOBER 15, 2020
Members Present
Mr. William Cahill, Jr. – Chair
Mr. Charles Boynton, III
Mr. Brian Hayes
Mr. Bryan Hurwitz
Mr. John Olivieri, Jr.

Vermont Mutual Insurance Company
Boynton Insurance Agency, Inc.
Quincy Mutual Group
The Norfolk & Dedham Group
J.K. Olivieri Insurance Agency, Inc.

Substituted for:
N/A
Not in Attendance:
N/A
20.01

Records of Previous Meeting

On a roll call vote, with three in favor, including the Chair, and one member not yet in attendance,
the Committee voted to approve the Records of the Commercial Program Oversight Committee meeting of
July 28, 2020. The Records have been distributed and are on file.
20.06

Commercial Program Evaluation - 2021 Request for Proposal

The current Commercial Servicing Carrier Program is set to expire on December 31, 2021. A
Request for Proposal (RFP) will be distributed to the industry by March 1, 2021 for a subsequent
engagement to service the commercial automobile residual market, beginning with policies effective
January 1, 2022 and subsequent.
To assist the Committee in its development of recommendations and specifications for the
upcoming RFP, discussion topics to be addressed by the Committee were provided with the Notice of
Meeting. Additionally, to provide perspective and assist the Committee in its development of
recommendations for the upcoming RFP, a summary document that identifies Servicing Carrier commercial
auto residual market plan specifics in states other than Massachusetts was included with the Additional
Information Notice.
Mr. John Metcalfe provided the Committee with information relative to expected committee and
RFP schedules going forward. He stated that a report of the Commercial Program Oversight Committee’s
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discussion, including any recommendations relative to the RFP, will be provided to the Governing
Committee at its November meeting. The Committee should then be prepared to finalize the RFP at a
January 2021 meeting, with the approved draft provided to the Governing Committee at its February 2021
meeting. In order to implement the programs by January 1, 2022, the notice of RFP will be distributed on
March 1, 2021, pre-response conferences will be held by the end of March 2021 and final submission of
proposals will be due in mid-April 2021. The Commercial Servicing Carrier Selection Committee will
evaluate proposals in May 2021 and provide its recommendations to the Governing Committee for approval
in June 2021. Selected Servicing Carriers will be notified the day after the Governing Committee meeting,
changes in ERP assignment notifications would be sent to the Servicing Carriers by Sept 1, 2021 and
Servicing Carriers must contract their newly assigned ERPs by the end of October 2021.
Mr. Metcalfe identified four issues to be discussed by the Committee. These include whether to
combine the taxi/limo/car service classes into the full Commercial Automobile Program, the appropriate
number of Servicing Carriers to service business for each program, an approach for providing Servicing
Carrier compensation, and a method for assuring equitable physical distribution of commercial
automobile business among Servicing Carriers while minimizing market disruption associated with the
reassignment of ERP books of business.
The first issue for which Committee feedback is needed, and for which a recommendation to the
Governing Committee is required in order to draft the RFP, is consideration of whether to merge the
Mr. Metcalfe provided
Taxi/Limousine Program with the full Commercial Automobile Program.
the Committee with historical summaries of the Taxi/Limousine Program which commenced in 1995
and the Limited Servicing Carrier Program in 2006. He noted that the separation of these programs was
initially supported by the uniqueness of the taxi/limo/car service classifications. However, given
current market conditions, and the growing mixed-use of non-fleet private passenger type (NF-PPT)
vehicles for TNC services, the Committee should consider whether this business could be better
managed in a combined program.
The Committee questioned the advantages of combining the two programs. Mr. Metcalfe indicated
that it would streamline the ability for all commercial automobile risks to be classed within the same carrier,
avoiding potential disruption of discovering that a class, with coverage bound in one program, may have
to be cancelled and placed with another carrier. Ms. Natalie Hubley added that the separation of the
programs over the years speaks to the challenges of managing taxi/limo/car service business and requested
Servicing Carrier feedback on whether it would beneficial to combine the programs, especially in light of
the increasing mixed-use of these vehicles for TNC purposes. She further noted that the current size of the
taxi book of business compared to that during the 2016 RFP, has decreased significantly, with many taxi
risks finding placement in the voluntary market, However, the volume of car service risks in the residual
market has increased slightly due to many of the risks participating in TNC activities being classified as car
service. Mr. Metcalfe further noted that at the present time, 129 ERPs are writing taxi/limousine/car service
business, with approximately $5.7 million in written premium in total between the two Servicing Carriers
and with about $1.3 million of taxi business and $4.4 million of combined limousine and car service
business.
The Committee agreed that in the past there has been no compelling reason to consider a change to
the programs. However, with recent significant changes in the marketplace, it may be worthwhile to take
the opportunity to re-evaluate this issue and requested for the next meeting that staff provide volume
breakdowns between the taxi, limousine and car service classes, as well the identification of any other
trends that may assist the Committee in its evaluation of this topic. The Chair also requested Servicing
Carriers to be prepared to provide input as well.
The Committee then discussed whether to include information in the RFP relative to the number of
Servicing Carriers that will be appointed to service the program(s). Mr. Metcalfe indicated that, typically,
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company responses to the RFP assist in determining the appropriate number of carriers that are required to
service the program(s). Until it is identified how many bids are received, the number of Servicing Carriers
cannot be determined. He stated that previous RFPs have provided options for companies to offer bids
involving scenarios that reference a range in the number of Servicing Carriers selected. It is anticipated
that a similar concept will be undertaken with the current RFP.
In response to the Chair’s request for information relative to historical market trends, Ms. Hubley
responded that the size of the commercial residual market today, at approximately $200 million in premium,
is similar to that when the program first began. Although carriers were successful in reducing the size of
the residual market to approximately $100 million in the late 1990s/early 2000s, since then, the market has
increased in size. She added that the decision for determining the number of Servicing Carriers is dependent
upon market volume as well as on the bidding companies and the input they may have during the RFP
process. Ms. Hubley further referenced the exhibit attached to the Additional Information notice that
provided information on commercial residual market provisions for states other than Massachusetts. She
noted that all states have a minimum requirement of two servicing carriers, allowing for more as the size of
the market increases. Finally, Ms. Hubley indicated that in 2016, the Servicing Carrier Selection Committee
indicated in the RFP the preference for four Servicing Carriers, but also stated that a final recommendation
would be made once the proposals were evaluated and the number of bidders was confirmed.
Although Committee members reached no conclusion on this issue relative to the current RFP, they
agreed that based upon the size of the Massachusetts commercial residual market and the possibility of
combining the commercial auto program with the taxi/limo/car service program, that four Servicing
Carriers may be needed to service the market. The Committee indicated its interest in retaining four
Servicing Carriers for the upcoming program term. However, the Committee noted that a decision on the
number of Servicing Carriers for the term will be determined subsequent to the evaluation of proposals.
The Committee next discussed the existing Servicing Carrier fee structure in consideration of
alternative approaches that may result in improvements to the program. For perspective on how other states
determine expense allowances and the amount paid to their servicing carriers, Ms. Hubley again referred
the Committee to the exhibit attached to the Additional Information Notice. She pointed out that in each
case, the state’s expense allowance is based first on AM Best aggregates and averages, which include the
same general company and ULAE expenses used by CAR, as well as established premium tax and
commission rates, and then adds a percentage of premium as a general servicing fee.
Ms. Hubley also noted that during a previous Committee discussion relative to the redistribution
process, the Committee requested staff to suggest alternative approaches to minimize the disruption
associated with redistributions. She noted that Servicing Carriers have requested a rebalancing of the ceded
books as a result of unequal allocation of expense allowances among the carriers. Accordingly, staff has
identified potential alternative compensation methods and requested comment from the Servicing Carriers
regarding the impact these methods may have on the carriers’ view of equity. Alternatives considered
include; an expense per exposure allowance, an expense allowance as a percentage of premium, a flat dollar
amount paid to each Servicing Carrier regardless of the book of business distribution, a combination of a
fixed dollar amount and a percentage of written premium, and expense allowances that varied by class
grouping. Ms. Hubley requested that the Committee discuss these methods and hear from the Servicing
Carriers relative to whether any should be eliminated from consideration.
The Committee discussed the presented alternatives. Mr. Bryan Hurwitz suggested that the
currently methodology for determining compensation be continued, unless there exists a compelling reason
to change. Mr. Brian Hayes expressed interest in varying compensation based upon classification but felt
that additional input from Servicing Carriers was needed in that regard. The Chair referenced the note from
the exhibit which stated that one Servicing Carrier, in its 2019 Annual Report, recommended that the
adoption of a loss incentive program be considered for the NF-PPT classification where the carrier’s
Page 3

CAR DOCKET #GC20.14
EXHIBIT #4
PAGE 4 OF 4

compensation for handling this business would be adjusted pursuant to its actual loss ratio results. Ms.
Roberta Fitzpatrick, representing Arbella, agreed that the loss ratio incentive sounded valuable, in concept,
and although there are many factors involved that are beyond the control of the carrier, it should be
discussed further at a future meeting. Mr. John Kelly, representing MAPFRE, commented that his company
would be in favor of performance metrics, but only for those classes over which the Servicing Carrier has
control. Mr. Barry Tagen, representing Pilgrim, noted that his company loses money on certain risks
because of the allocation of expense dollars by exposure and consequently, he would be in favor of a
premium based expense reimbursement process. Ms. Liz Brodeur, representing Safety, cautioned that a
percent of premium reimbursement may lead to further inequity as agents tend to have specialty books of
businesses, some with higher premium policies depending on the type of risks insured, and she opined that
this may lead to more frequent requests for redistribution.
The Committee took no action on this issue but suggested that Servicing Carriers consider each of
the alternatives presented with their staff and requested CAR staff to explore each of these options further.
The feedback obtained will provide the Committee with information for discussion at a future meeting.
Finally, Mr. Metcalfe stated that in order to reduce the market disruption that has typically been
associated with ERP reassignment, staff has investigated alternative methods for distributing ceded books
of business among Servicing Carriers. He noted that the Committee may consider the merits of replacing
the current model of assigning producers to Servicing Carriers with an assigned policy distribution model,
where risks would be assigned to a Servicing Carrier on a rotational basis.
The agents on the Committee agreed that this methodology would significantly change the way in
which producers interact with their Servicing Carriers. Mr. Metcalfe noted that although each producer
would be required to work with multiple Servicing Carriers, the random distribution of risks would ensure
an equitable distribution and would eliminate the need for physical redistributions. Ms. Brodeur likened
this model to a conversion of the commercial pool to a modified assigned risk plan, similar to that of the
MAIP but with only a limited number of Servicing Carriers. The Committee agreed that although it may
be useful to try to identify other approaches to help mitigate the need for regular redistributions, conversion
of the commercial pool to an assigned risk plan would be a major change, and absent a compelling reason
to do so, appears to be more than is necessary at this time.
MARIAN ADGATE
Corporate Documentation Specialist

Boston, Massachusetts
November 4, 2020
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RECORDS OF MEETING
BUDGET COMMITTEE – SEPTEMBER 3, 2020
Members Present
Ms. Elizabeth Brodeur – Chair
Mr. Thomas DePaulo
Ms. Gail Eagan
Ms. Paula Gold
Mr. John Kelly
Mr. John Olivieri, Jr.

Safety Insurance Company
Cabot Risk Strategies, LLC
Arbella Insurance Group
Plymouth Rock Assurance Corporation
MAPFRE U.S.A. Corporation
J.K. Olivieri Insurance Agency, Inc.

Substituted for:
N/A
Not in Attendance:
N/A

19.01

Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Budget
Committee meeting of September 11, 2019. The Records have been distributed and are on file.
20.04

Fiscal Year 2021 Budget and Business Plan

Ms. Natalie Hubley reviewed highlights of CAR’s proposed Fiscal Year 2021 (FY21) Business
Plan including continuing staff support of planned committee activity focusing on commercial market
initiatives. Notably, CAR will pursue changes to its rating methodology and file indicated rates pursuant
to the recommendations of the Joint Actuarial Commercial Lines Committee. In addition, CAR will
complete an RFP and appointment of Servicing Carriers for terms to begin as of January 1, 2022, and will
expand its audit procedures to include additional classes of business. During FY21 CAR will implement
a pre-fill of vehicle information imported to the MAIP policy application from Registry systems, and CAR
will evaluate the feasibility of introducing an electronic MAIP stamp and incorporating RMV registration
forms into the MAIP policy application. Finally, CAR will continue its migration of mainframe
applications to the web platform, improving the Member Company user experience.
Ms. Hubley indicated that CAR Management is requesting a FY21 budget allocation of $9,557,900,
which represents an increase of 0.3%, or $33,100, over FY20. As CAR is projecting to close FY20
$166,400 under budget, she noted that the proposal recommends that a portion of the surplus be allocated
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to level-fund the FY21 expense assessment, and that the remaining surplus be allocated to fund CAR
pension expenses.
Mr. Steven Gautieri provided a detailed review of the proposed FY21 budget, providing
explanations and rationale where projected variances exist between FY20 and FY21. He also further
explained CAR’s approach to pre-paid pension funding, which ensures level budget funding through FY23,
maximizes assets to improve funded status, and minimizes guaranty fund insurance assessments.
Following a brief discussion, on a roll call vote, the Committee unanimously voted to recommend
to the Governing Committee adoption of the proposed FY21 administrative expense budget and business
plan, and to allocate prior year surplus funds as proposed.

STEVEN GAUTIERI
Controller

Boston, Massachusetts
September 8, 2020
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