
 
 
 

RECORDS OF MEETING 
 

AUDIT COMMITTEE – DECEMBER 9, 2009 
 
 

Members Present 
 

 Mr. Andrew J. Carpentier – Chairman Quincy Mutual Fire Insurance 
 Mr. Gary A. Aarons Plymouth Rock Assurance Corporation 
 Mr. William J. Begley, Jr. Safety Insurance Company 
 Mr. Christopher F. Malone Premier Insurance Company of Mass 
 Mr. Gerard T. McDermott The Norfolk & Dedham Group 
  
 Substituted for: 

N/A 
  

Not in Attendance: 
Mr. Lee D. Davidson, The Hanover Insurance Company 
Mr. A. Carmen Marciano, Appleby & Wyman Insurance Agency, Inc 
Mr. Robert E. McKenna, The Commerce Insurance Company 
 

  
09.01 Records of Previous Meeting 
 

The Committee unanimously voted to approve the Records of the Audit Committee meeting of 
September 8, 2009.  The Records have been distributed and are on file with CAR’s Secretary. 
 
09.05 Annual Audit of CAR for Fiscal Year Ending 2009 
 

Mr. Mark Alves gave an overview of audits being conducted by the staff in support of the 
unqualified opinion of CAR’s 2009 Financial Statements.  Audits on private passenger and commercial 
premium claim and reserves were requested for ten companies by PricewaterhouseCoopers (PwC).  Nine 
of the ten audits have been completed.  The preliminary audit results are expected to be sent to PwC by 
December 18, 2009 and the finalized results by January 15, 2010.  The PwC auditors will do a pre-
performance review on December 10 and 14, 2009.  The increased use of staff in the PwC audit process 
realized a cost savings to CAR of $30,000. 
 
09.06 Statistical Audit Plan for 2010 
 
 Mr. Alves reviewed the details of Hybrid Audit Plan, which was adopted at the September 16, 
2009 Governing Committee meeting and will take effect April 2010.  Changes in the Plan include moving 
from a two- year cycle to a three-year audit cycle, reduction in confidence level to 90%, and reviewing 
Newly Writing Companies in full.  In addition, only fields that impact rates would be verified back to 
source documentation and the audits will be at a policy and claim level rather than a record level.  The 



Page 2 

Reinsurance Audits will continue through 2011 for private passenger business and Commercial 
Reinsurance Audits will remain unchanged.  CAR anticipates that the Division of Insurance will continue 
to reference the Statistical Audits as part of its market conduct reviews.  The Division of Insurance has 
also requested that CAR perform audits of two companies regarding their use of MAIP rates as opposed 
to the company’s voluntary rates.  In addition, CAR should develop procedures, and begin auditing 
summary data of Newly Writing Companies for participation and quota share purposes; and perform 
industry wide ad hoc audits of 2009 changes to the Private Passenger Automobile Insurance Manual 
relating to Part 5 and the implicit surcharge factor. 
 
 Ms. Valerie Gedziun reviewed the legislation and rules that established the Performance 
Standards claim reviews that are currently conducted on an annual basis.  She advised that the Ad Hoc 
Budget Subcommittee requested that the Claims Advisory Committee consider the Performance 
Standards Claims, SIU, and Newly Writing Company Reviews as they pertain to the MAIP function and 
the MAIP Steering Committee requested that CAR’s counsel develop a legal opinion as to the necessity 
of performance standard reviews under the MAIP.  Mr. Andrew Carpentier stated that the Committee 
needs to be aware of the actions of the MAIP Steering Committee, be aware of their own company claim 
practices and remain familiar with statutory and rule obligations. 
 
09.07 Administrative Expense Allocation by Function 
 
 Ms. Natalie Hubley reviewed the administrative expense allocation by function.  She provided a 
schedule for review that identified the adjusted final true up of expenses for 2009 by CAR’s four main 
functions.  The schedule also provided initial projections for fiscal year 2010 and noted the anticipated 
downward trend of private passenger residual market run-off activity.  
 
 The Committee discussed the measures being taken by the Claims Advisory, Loss Reserving, and 
Operations Committees relative to shortening the 10-year reporting close out timeframe for the private 
passenger residual market run-off and will be provided with updates on related activity by staff. 
 
 
 
 JANET A. KOPEC 
 Audit & Data Quality Specialist 
 
Boston, Massachusetts 
February 11, 2010 
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Docket #AU09.02, Exhibit #3 Attendance Listing 
 
Docket #AU09.07, Exhibit #1 Administrative Expense Allocation by Function Report 
 
 
 
 
 
 



CAR DOCKET #AU09.02
 EXHIBIT #3

PAGE 1 OF 1



CAR DOCKET #AU09.07
 EXHIBIT #1

PAGE 1 OF 1



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


