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18.01 Records of Meeting 
 

The Subcommittee unanimously voted to approve the Records of the Commercial Automobile 
Residual Market Standards Subcommittee meeting of August 14, 2018. The Records have been distributed 
and are on file. 
 
 
18.04 Commercial Residual Market Issues 
 

Ms. Wendy Browne reported that the list of issues impacting the commercial residual market has 
been updated to reflect the current status of the Subcommittee’s deliberations.  For today’s meeting, Ms. 
Browne indicated that the Subcommittee should continue to discuss the eligibility of operators with foreign 
licenses, the development of a market need concept for new producer appointments, and potential 
modifications to the Commercial Automobile Manual with respect to the determination of radius of 
operation and rating territory especially in those instances where the public vehicle travels through several 
territories on its way to the terminus point.   Additionally, the Subcommittee should begin to evaluate 
whether the eligible risk criteria should be amended to require the risk to have operations in Massachusetts.  

 
Ms. Browne further reported that staff has received questions regarding the usage and application 

of the Principal Place of Business Certification Form and stated that as specified in the published standards, 
the form is required to be provided for all new business policies and at the discretion of the Servicing Carrier 
for renewal business.   Ms. Sarah Clemens opined that to effectively manage a CAR’s exposure to risks 
that may fail to meet the eligibility criteria, the Subcommittee should consider whether stronger 
requirements should be instituted for certain multi-state risks upon renewal and suggested that the Principal 
Place of Business Certification Form be required upon renewal for multi-state bus and trucking risks.  All 
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members were in agreement that this requirement should be instituted and then re-evaluated on a yearly 
basis going forward.  Staff indicated that it would publish the committee’s consensus to require usage of 
the forms for multi-state bus and trucking risks for the next 12 month renewal period.   

 
The Subcommittee also discussed the scope of information that may be shared among Servicing 

Carriers beyond what is reported to the Ineligible Risk Database; specifically the exchange of detailed 
information regarding the Servicing Carrier’s investigations.  Mr. Tagen advised that, while Counsel for 
Pilgrim has opined that there is no restriction on such information sharing, one carrier had declined a 
request, commenting that the immunity provision prevents it.  Members agreed that it would be efficient 
and beneficial to be able to rely upon the review of a carrier’s investigations in evaluating eligibility, absent 
new information provided by the applicant.  It was suggested that CAR could enable uploading of that 
information to be available upon request by a Servicing Carrier.  Members requested that CAR Counsel 
review the issue and advise the Subcommittee at its next meeting. 

 
 
18.08 Standards for Validating Non-Fleet Private Passenger Type Risks 

 
At the last meeting, the Subcommittee requested CAR counsel to comment on any potential 

constraints on CAR’s authority to amend the current eligibility definition to address foreign licensing 
requirements in order to assure a consistent process among Servicing Carriers.  Mr. Benjamin Hincks, CAR 
Counsel, referenced the materials provided to the Subcommittee as Additional Information, relative to the 
Amazonia Insurance Agency’s appeal of Hanover Insurance Company’s refusal to non-renew or rewrite 
policyholders failing to obtain Massachusetts drivers licenses, and noted that the actions of the company 
were upheld by the Market Review Committee and the Governing Committee Review Panel.  He noted that 
the current undertaking to propose amendments is a different context.  In the Amazonia/Hanover matter, 
Hanover’s own decision to cancel or non-renew was at issue.  In this context, the Subcommittee is 
considering rules that would create a consistent process for Servicing Carriers to ensure that they only cede 
to the residual market risks as to which the primary drivers are properly licensed in to drive in 
Massachusetts.  He concluded that CAR does have the authority to do so, within the constraints of the 
United Nations 1949 Convention on Road Traffic. 

 
Mr. Hincks noted that modifications to the Rules to address Servicing Carrier consistency in 

handling risks with foreign or out-of-country driver’s licenses and to further confirm a driver’s eligibility 
for the Massachusetts commercial residual market are in the process of being drafted.  In response to a 
questions from Counsel for Point Insurance, he noted that the eligibility requirements for drivers with out-
of-state licenses will be addressed as well, perhaps at a later date.  He indicated that the Rules will be 
consistent with the Convention as well as Massachusetts and Registry of Motor Vehicle regulations.  
Proposed Rule modifications and any necessary Servicing Carrier standards will be provided to the 
Subcommittee for review at its next meeting.   

 
 
18.09 Producer Requirements 
 

Mr. John Metcalfe stated that to assist the Subcommittee in its discussion relative to the 
development of a market need concept for new commercial residual market Exclusive Representative 
Producer appointments, demographic data reports by class and territory were attached to the 
Subcommittee’s Additional Information Notice.  Also attached was additional detail relative to those 
producers without a voluntary contract.  The reports included loss ratios and a profile of the number of total 
producers in the towns in which the Exclusive Representative Producers are located.  He noted that 
territories of historical focus by the Division of Insurance were highlighted and pointed out that 127 
producers are located in Territories 1 through 10, the Boston territories.   
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Ms. Clemens opined that based upon the information provided, it appears that no obvious market 
need exists in any territory.  Therefore, she concluded that absent market need, an applicant should be 
required to have a voluntary contract in order to receive an appointment to a commercial Servicing Carrier.  
The Subcommittee further considered the data provided in the reports and requested staff to prepare an 
exhibit that displays historical growth by territory, based upon policy count or other appropriate 
measurement for its review.  Staff indicated that a market need concept would be developed for presentation 
to the Subcommittee at its next meeting.   

 
 

18.12 Radius of Operation and Rating Territory 
 

Ms. Natalie Hubley noted that staff prepared an outline of previous committee discussions relative 
to this topic, including a summary of proposed amendments to the radius of operation language in the 
Commercial Automobile Manual as well as suggested alternatives for determining rating territory for non-
zone rated risks.  She noted that the Subcommittee’s overall goal is to enhance consistency among Servicing 
Carriers in applying Rule 72 of the Commercial Automobile Manual.   

 
Relative to the determination of radius class, Ms. Hubley stated that the consensus of the 

Subcommittee was that radius class should be determined based on principal garaging as the point of origin.  
The Subcommittee proposed amendments to Rule 72 to restore consistency between the TTT and Public 
classifications and to provide further guidance in defining principal garaging and also recommended that 
standard procedures be developed for determining and validating radius class.  Mr. Tagen opined that 
although the amendment made to Rule 72 to add a reference to Rule 21 – Residence and Location and Rule 
22 – Out-of-State Garaging is helpful, those rules do not specifically define principal garaging.  He 
suggested that members consider the addition of language to either a Manual rule or the standards to define 
place of principal garaging and agreed to submit a proposal for the Subcommittee’s review at its next 
meeting.   

 
Relative to rating territory, Ms. Hubley requested that the Subcommittee consider and reach a 

consensus on establishing a consistent method for determining rating territory.  She noted that in 2013, as 
an exception to assigning rating territory as the highest rated territory through which or in which the vehicle 
operates, CAR committees agreed that a rating territory other than the highest rated territory may apply if 
the risk supplies credible documentation that 80% of more of the vehicle’s operation is in a lower rated 
territory.  The 80% standard had been chosen because it corresponded to the percentage already in use for 
determining use class.  Additionally, she referred members to the suggestions proposed by Mr. Tagen at 
the last meeting relative to determining rating territory by garaging or operation for non-zone rated risks 
depending upon vehicle use classification.     

 
Subcommittee discussion ensued with members considering various approaches: a restoration of 

the rule to determine rating territory solely based upon the highest rated territory in which the vehicle 
principally operates; maintaining the standard percentage but potentially altering it to a more appropriate 
level for measuring exposure;  defining alternate methods for assigning rating territory when the risk 
supplies credible documentation that a percentage or more of the vehicle’s operation is in a lower rated 
territory; and keeping the rule language as is but considering further exceptions by vehicle use 
classification.  The Subcommittee also considered development of a rating territory default, including using 
the territory with the highest percentage of vehicle use, the place of the vehicle’s principal garaging, or the 
median relativity of those territories through which the vehicle is operated.   

 
In order to assist staff in drafting standards to support amendments to Rule 72, Ms. Hubley 

requested that members consult with their underwriting departments and provide feedback to CAR staff 
relative to how their companies currently handle the determination of rating territory.  Based upon 
Subcommittee discussion, she indicated that the rule and/or standards will need to clearly indicate that the 
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assigned rating territory would be determined based upon operation for all other bus classifications, and 
will need to specify whether the vehicle’s operation is to be measured based upon mileage, time or trips.  
Additionally, the 80% standard would be the only exception in determining rating territory.   

 
Finally, the Subcommittee agreed that it would address the issue of how Servicing Carriers would 

determine radius of operation for a new business venture that has yet to write any commercial business and 
has no trip logs to verify operation at a future meeting.   

 
 
18.14 Requirements for Vehicle Operations in Massachusetts 
 

Ms. Browne stated that to assist the Subcommittee in its discussion of whether incorporating a 
Massachusetts operations component in the current eligibility definition would be appropriate, staff 
prepared an exhibit that identifies how other states’ plans address eligibility for risks with multi-state 
operations.  She pointed out that consistency exists among all state plans in the handling of multi-state risks.  
Mr. Torres noted that CAR’s eligibility definition is consistent with other states in that the focus is placed 
on the location of the corporate headquarters or principal place of business.  Additionally, CAR’s recent 
enhancement to the principal place of business definition to add the “nerve center” test serves to prevent a 
risk from establishing an artificial presence, such as a mail drop, in Massachusetts.  However, he stated that 
the “nerve center” is different from the operation of the risk and it’s possible for the risk’s “nerve center” 
and headquarters to be in Massachusetts, but its vehicles may not operate in Massachusetts.    

  
Staff commented that before deciding whether CAR’s eligibility criteria should be further amended, 

all alternatives for addressing operations outside of Massachusetts should be considered.  Ms. Hubley 
advised that prior committee discussions in this regard that took place in the 1990s should be further 
researched.  In addition, she noted that staff is considering a number of rating approaches to address 
operations outside of Massachusetts.  She advised that staff will continue its research and report on its status 
at the Subcommittee’s next meeting.  

 
 
 MARIAN ADGATE 
 Corporate Documentation Specialist 
 
 
Boston, Massachusetts 
October 19, 2018  
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