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 The Records of the Claims Subcommittee meeting of January 26, 2022 are attached.  Additionally, 
updates to Chapter XI – Compliance Audit of the Assigned Risk Company Procedures Manual and Chapter 
IX – Compliance Audit of the Manual of Administrative Procedures addressing the Subcommittee’s 
recommendation to add references to source documentation requirements are attached for the Committee’s 
consideration.  (Docket #COPC22.07, Exhibits #1 and #2) 
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RECORDS OF MEETING 

CLAIMS SUBCOMMITTEE – JANUARY 26, 2022 

Members Present 

Vermont Mutual Insurance Company 
Arbella Insurance Group 
Electric Insurance Company  
Denard Insurance Agency, Inc. 
Amica Mutual Insurance Company 
MAPFRE U.S.A. Corporation 
Safety Insurance Company 

Mr. David DeLuca – Chair 
Mr. Daniel Clough 
Mr. Gregory Favreau 
Ms. Ida Denard Jones 
Mr. Nathan Joyner (1) 
Mr. Alberto Llopiz (2) 
Mr. Paul Narciso 

Substituted for: 
Ms. Amy Smith (1) 

Ms. Mary Singas (2) 

Not in Attendance: 
Mr. Aaron Wheaton, Plymouth Rock Assurance Corporation 

20.01 Records of Previous Meeting 

On a roll call vote, the Subcommittee unanimously voted to approve the Records of the Claims 
Subcommittee of August 19, 2020 with two abstentions. The Records have been distributed and are on file. 

22.04 Claims Documentation Standards 

Mr. Mark Alves gave an overview of an issue detailed in a final audit report recently considered 
by the Compliance and Operations Committee that pertained to a lack of documentation supplied by an 
audited company to support tow payments. The audited company utilizes a third-party national vendor that 
establishes a uniform price for towing services. Mr. Alves explained that the company has been audited 
multiple times since 2017 with a decreasing amount of documentation provided to validate the statistically 
reported tow payments. Upon review of the audit report, the Committee agreed that source documentation 
was necessary to complete statistical auditing and referred the issue to the Claims Subcommittee for further 
consideration. The Subcommittee was asked to provide direction or a recommendation regarding the 
appropriate documentation necessary to support such contractual arrangements.  

Mr. Alves stated that CAR is the residual market administrator of both commercial and private 
passenger automobile residual markets and the designated Statistical Agent for the state of Massachusetts. 
CAR’s Compliance Audit department conducts audits of premium and claim statistical reporting to 
determine if the data has been reported in accordance with the Private Passenger and Commercial Statistical 
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Plans. All Member Companies are required to report premium and claim data in accordance with the 
Statistical Plan. Statistical auditing is completed to test the reporting data quality of each company and to 
identify any discrepancies with potential impact to the accuracy of rate making or quota share data. Mr. 
Alves emphasized that statistical audits rely on source documentation to verify the reported fields on 
premium and loss records reported by each company. CAR Compliance Audit reports are provided to the 
DOI and referenced in Market Conduct reviews. 
 
 Mr. Mathew Hirsh provided further detail about the three audits of the same company and the issues 
resulting from the lack of documentation. Mr. Hirsh explained that CAR conducted a Hybrid Audit of the 
company in 2017.  As the losses were reviewed, a recurring loss amount of $58 payments was identified 
on multiple tow losses and roadside assistance losses. When asked by staff about the recurring payments, 
the company explained that this was a set fee paid to an outside vendor that provides the towing and roadside 
assistance services. CAR then requested further information, including a copy of the contract and detail 
level supports, such as the original tow bill, to validate the statistical accuracy of the $58 payments. The 
company provided a schedule from the overall contract, signed by the company and the vendor, indicating 
the $58 fee per occurrence. The company also provided screenshots from their internal claims systems for 
some, but not all, of the towing and roadside assistance claims. Mr. Hirsh noted that these were not the 
actual invoices but summaries input into the company’s system. Also observed in the screenshots were the 
requested amounts by the service provider for each tow, and the approved amount by the company. The 
approved amount was mostly less than, but never equal to, the set $58 fee stated in the contract. When the 
original itemized tow invoices were again requested in a subsequent focus audit, the company indicated 
that the individual detail bill was not available to the company from the vendor. Mr. Hirsh advised that the 
quality of the tow supporting documentation diminished for both subsequent audits. The company provided 
only the contract for the first focus audit conducted in 2019 and did not provide any supports for the second 
focus audit in 2021.  
 
 Two reporting concerns caused by the inability to verify the details of the tow cost were then 
discussed.  
 
 The Statistical Plan specifically defines both Allocated Loss Adjustment Expenses (ALAE) and 
Unallocated Loss Adjustment Expenses (ULAE). ALAE must be reported on a transactional basis and on 
separate records with the applicable codes used to report the corresponding premium records. However, 
ULAE are not reported to CAR. Examples of ULAE include overhead, adjuster fees, and appraisal fees. 
Mr. Hirsh stated that without supporting documentation, staff was unable to differentiate between allocated 
and unallocated expenses as required by the Statistical Plan. Also, from an audit perspective, this could 
result in a different standard of documentation between the audited company and those that provide the 
requested supports, permitting the verification of each loss payment.  
 
 The second concern discussed was the quality of the company’s ratemaking data if the overall claim 
payments pertaining to towing cannot be validated without proper source documentation. Mr. Alves noted 
that the statistical data reported to CAR is used to calculate the Automobile Insurance Bureau advisory 
filing and CAR’s residual market rate filings. 
 
 Mr. David DeLuca began the discussion by summarizing the request from the Compliance and 
Operations Committee to consider the appropriate level of documentation provided by the audited company 
to verify the statistically reported tow payment data. He also reviewed the memorandum distributed with 
the Notice pointing out the tow support example that provided specific information used by the auditor to 
verify multiple fields that are statistically reported on the tow loss record. Mr. Paul Narciso asked if the 
company provided any further response explaining the lack of documentation. Mr. Hirsh noted that staff 
contacted the company and requested further documentation during all three audits and that the only 
additional response received indicated that the vendor was working to correct these issues. Additionally, 
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other similar documentation issues have occurred in current audits that pertain to the use of vendors and 
insufficient documentation to support the paid loss towing transactions. 
 
 Mr. Gregory Favreau asked if the audit procedures document the requirement that the same 
standards that apply to the company also apply to the vendors. The Subcommittee then reviewed the 
documentation requirements detailed in the Assigned Risk Company Procedures Manual. Staff noted the 
requirement states that the company is to make remote system access available to CAR.  The Manual further 
notes with respect to claims information that the company is to provide access to the claim system in its 
entirety and access to legal, medical and all other expense detail including explanation of expenses and 
costs. Mr. Alves suggested that while the language does not specifically reference the vendor, it’s broadly 
written and provides for a standard to determine allocated and unallocated expenses.  
 
 Ms. Wendy Browne added that CAR has no concerns with the company use of vendors and that 
this is a business decision within the control of the company. However, the company is responsible for the 
actions of the vendor. It was the consensus of the Subcommittee that source documentation should be 
required for each transaction, regardless of whether the company utilizes a third-party vendor. Further to 
be responsive to the request for review by the Compliance and Operations Committee, the Subcommittee 
suggested that the language in the Procedures Manual could be strengthened.  Some members cautioned 
about requiring standardized detail but recognized that the current language may be too broad. 
 
 After further discussion, Mr. Favreau provided a motion to strengthen the language in the Assigned 
Risk Company Procedures Manual to add specific references to required access to source documentation. 
A subcommittee member inquired as to how company claims personnel would be made aware of the 
change.  Ms. Browne explained that if the Compliance and Operations and Governing Committees approve 
the changes to the Assigned Risk Company Procedures Manual, staff will distribute a Bulletin to the 
industry explaining the modifications. 
 
 On a roll call vote, the Subcommittee voted unanimously to recommend to the Compliance 
and Operations Committee adoption of the updates to Chapter XI – Compliance Audit of the 
Assigned Risk Company Procedures Manual to incorporate references in sections C.2.b) (1), (3), and 
(5) to auditor access to source documents. 
 
 
 
 
 
 
 MARK ALVES 
 Director - Compliance Audit  
 
Boston, Massachusetts 
February 1, 2022 
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MAIP Assigned Risk Company Procedures Manual 
Chapter XI Compliance Audit 

Revision Date 2019.09.18 
Page 5 of 8 

 
b) Documentation and system access necessary to perform the claim 

statistical, Claims Performance Standards and SIU evaluation 
portions of the Hybrid Audit Plan, includes but is not limited to the 
following: 

 
(1)  Access to all source documentation within the claim system in 

its entirety including check and payee information 
 

(2)  Access to the claim file details including police reports, 
/accordACORD forms, appraisals and adjuster’s running notes 

   
(3)  Access to all source documentation related to all legal, medical 

and all other expense details including explanation of expenses 
and costs 

 
(4)  Salvage/subrogation recovery records 

 
(5)  Access to all Ttotal loss source documentation paperwork 

including salvage facility invoices, actual cash value figures, 
and title of vehicle 

 
c) The audited Member or ARC is required to supply its voluntary rates 

on file with the Division of Insurance within the accounting dates of 
the audit scope, including all applicable rules and discounts.  
 

3. System Access Fee 
 

If the ARC determines that system access will not be made available to 
CAR, a fee will be assessed in consideration of the additional time and 
resources to be incurred by CAR in obtaining the documentation 
necessary to conduct the audit.   The level of the fee is commensurate 
with the level of system access provided or allowed by the ARC.   

 
Partial system access is defined as the ARC granting access to only the 
premium or claim, or any adjunct systems used to access source 
documents.  The fee assessed will be $12,000. 

 
No system access is defined as the ARC not granting any direct access 
to the premium, claim, or any adjunct systems used to access source 
documents.  The fee assessed will be $24,000. 

 
Assessed fees will be processed as bulk adjustments to a company’s 
Settlement of Balances and Member Participation Reports in the quarter 
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CAR Manual of Administrative Procedures 
Chapter IX Compliance Audit  

Revision Date 2021.06.14 
Page 4 of 9 

 
(1) Access to an imaging system which shows all declarations and 

endorsements. 
 

(2) Hardcopies of declarations and endorsements. 
 

(3) A print-out of data stored in a computer, provided it includes all 
information found on the declaration page.   

 
(4) Primary commercial underwriting documentation, including new 

business applications, renewals, anti-theft documentation, pre-
insurance inspection forms, cancellation forms, underwriter’s notes, 
business type, size, weight and radius of operation for Truck, Tractor 
and Trailers, Private Passenger Types and Public Autos information, 
documentation relative to the number of and types of plates for Garage 
policies, and Hired Autos and Special Types information.  
Documentation also includes supporting experience rating 
calculations for ceded policies and all other rating modification 
calculations for voluntary policies.  

 
 This documentation may be provided through access to an imaging 

system or as an original hardcopy or a photocopy of the original 
document.  

 
(5) Printouts from the Registry of Motor Vehicles or access to the 

Registry of Motor Vehicles. 
 

b) Documentation and system access necessary to perform the claim 
statistical, Claims Performance Standards and SIU evaluation portions of 
the Commercial Audit, includes but is not limited to the following: 

 
(1)  Access to all source documentation within the claim system in its 

entirety including check and payee information 
 

(2)  Access to the claim file details including police reports/ 
accordACORD forms, appraisals and adjuster’s running notes 

   
(3)  Access to all source documentation related to all legal, medical and 

all other expense details including explanation of expenses and costs 
 
(4)  Salvage/subrogation recovery records 

 
(5)  Access to all Ttotal loss source documentation paperwork including 

salvage facility invoices, actual cash value figures, and title of 
vehicle 
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