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Members Present 
 

Mr. James Hyatt – Chair Arbella Insurance Group 
 Mr. Douglas Briggs Quincy Mutual Group 
 Ms. Kellie Thibodeau The Hanover Insurance Company 
  
 Substituted for: 

N/A 
  

Not in Attendance: 
N/A 

  
19.04 Commercial Residual Market Reinsurance Arrangement 
 
 The Reinsurance Committee continued discussions relative to pursuing a reinsurance arrangement 
for CAR.  

 
Mr. Timothy Galligan presented several exhibits requested by the Committee at the last meeting 

including underwriting results using on-level premiums and projected and trended losses by statistically 
reported class type.  In regards to the underwriting results, the Committee agreed that the most prevalent 
problem areas were the buses and non-fleet private passenger types. 

 
 The Committee generally agreed that having reinsurance, especially for the most problematic 

vehicle types, would allow for more predictable results that are more consistent for the companies 
participating in the cost-sharing of the commercial residual market.  Additionally, there exists an 
opportunity to learn from the process of having a broker review the book and ultimately offer CAR more 
perspective and advice on options for improvements.  It was also noted that in the current market, 
reinsurance prices are favorable compared to prior years, with an abundant capacity of brokers.  

 
However, there was a general skepticism by the Committee that a reinsurance broker would be 

willing to take on the contract if only the worst of the worst vehicle types were included, as the margins for 
profit would simply be too high and likely too costly for CAR at this time.  The Committee noted the time 
and resources of CAR Staff and the Committee that would have to be invested, and questioned the potential 
for any added value.  

 
 Mr. John Kelly, MAPFRE U.S.A. Corporation, addressed the Committee in opposition to the 

reinsurance process.  Mr. Kelly urged a continued focus on correcting the issues relating to the problematic 
areas that have already been identified in an effort to reduce the deficit.  He noted that the rates for zone 
rated classes operating in different states where the operation occurs outside of the home state were 
significantly higher than the Massachusetts rates, encouraging that business to come to Massachusetts for 
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lower rates.  Addressing the problem to correct the rates would discourage those risks from coming to 
Massachusetts.  He also mentioned that MAPFRE has had recent success in its ceded non-fleet PPT class 
filings to significantly improve the rate, and noted that he was hopeful that other Servicing Carriers would 
take similar action to improve the underwriting performance of this class of business.  
 

The Committee discussed the concern that while engaging with a broker might be helpful, it could 
distract resources from the operational work currently in process. Therefore, it may be best to forego that 
effort and continue to address the issues directly.  For example, the work of the Joint Actuarial Commercial 
Lines Committee, whose ongoing RFP for Commercial rate review includes an analysis of the known issues 
and problematic areas, overlaps what the Reinsurance Committee is trying to address.  

 
It was also noted that it is unknown if the costs associated with reinsurance would be able to be 

recouped.  More specifically, CAR counsel informed the Committee that the Division of Insurance (DOI) 
had previously rejected reinsurance costs in other market filings, so there is uncertainty as to how the DOI 
would view a request for this market.  Recent reinsurance decisions for similar requests have been heavily 
contested by multiple parties.  

 
Following the discussion, the Committee recommended that CAR not pursue reinsurance for the 

Commercial Automobile Residual Market at this point in time.  
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