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PROCEEDINGS 

 
(Meeting began at 10:01 a.m.) 
 
Mr. Carpentier: My Verizon says 10:00 
 
Mr. Iannaco: My Verizon says 10:01.  No, we’re good to go. 
 
Mr. Hofmann: Does everybody agree that we go now? 
 
Mr. Cahill: We’re with you. 
 
Mr. Hofmann: Thank you. 
 
Mr. Carpentier: Good morning, Paula. 
 
Mr. Willis: Good morning. 
 
Mr. Hofmann: Okay, good morning everybody.  Thank you.  We have one substitute; 

Ken is substituting for Paula Gold who is unable to make it today.  The 
main topic that we’re going to discuss in this group is the Producer 
Certification Fee.  We had talked about in the Budget Committee meeting. 
And, it was presented, as everybody may remember, to the Governing 
Committee.  And, there were a couple of people that had some questions 
about it and some objections to it.  So, I thought we would go back over 
and put together a group to just talk about the purpose of it, what we’re 
hoping to accomplish with it.   

 
I think the thing for me to set the stage a little bit by saying that we had 
some conversations with the Agent’s Association, which is one of the 
reasons why Frank Mancini is here, to see if the agents had any strenuous 
objection to a fee for agents for participating with the MAIP.  What we’re 
trying to do with CAR, is we’re trying to get—we’re obviously under 
some budget restrictions and constraints and pressures from the carriers.  
So, we’re trying to do some things on a fee for service basis. So, a lot of 
this is going to be things that we’re going to be doing for the carriers.  
But, we felt that seeing as how every agent participated in MAIP, then 
having an agent pay a fee for the cost to CAR to provide the services that 
we’re providing to agents was not an unreasonable thing to do.  A couple 
of people, you know, raised some issues about it.   
 
So, we’re here to discuss what those issues are and what we ought to do 
going forward.  My suggestion is that, I think it’s appropriate for agents to 
pay a small a fee for the services that these folks provide here. And, I 
think that from an agent’s perspective, we’re all very thankful for 
everything that CAR has done here from a staff point of view for all you 
folks who are making the transition to the competitive rating go as 
smoothly as it did.  And, I think for us, as agents, to pay some small fee is 
appropriate.  And, I know that Karen Cora, I was at a dinner with her the 
other night, she said, you know, our agency’s only got one MAIP 
customer.  And, I said, well, you know, you’re fortunate.  Most of us have 
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a larger—more than one.  And, I think that as time goes on, they may find 
that they have more MAIP business as they go through the entire renewal 
process. 
 
So, anyway, Mr. President, do you have anything that you would like to 
say about this? 
 

Mr. Iannaco: Well, maybe I can lay the foundation, perhaps, from a different look, just 
to bring back in focus what has been happening.  At the Budget 
Committee meeting, which we’ve had two so far, we provided a budget to 
the Budget Committee to detail the costs—the administrative costs of 
running CAR.  While we were doing that, we also were having this 
Budget Subcommittee look at the various functions that we perform.  
Eventually, we proposed a budget to the committee, the Budget 
Committee suggested that we come back to them in a couple of months, 
and to come in with a finalized budget request and to level fund the 
budget to our fiscal ’09 actual.  So, we came back two months later and 
we did that.  And, we presented a level funded budget to the Budget 
Committee. 

 
 When I was originally looking at the budget proposal to submit to the 

Budget Committee, we were and still are, as is the Budget Committee and 
Governing Committee, very concerned with some of the outstanding 
pension liability numbers that we have, both our Defined Benefit Pension 
as well as our retiree health liability.  So, my thoughts originally were 
that, in submitting a budget to cover our administrative costs, I would also 
include various components of additional revenue making issues to 
discuss that we would use towards trying to reduce these liabilities that we 
are faced with today.  So, when we talked to the Budget Committee, we 
talked about actually not only submitting a budget to cover our operating 
expense, but also for ways to bring in additional funds, which would have 
been earmarked towards that effort.   

 
And, we talked about three issues; the first—and we’ll talk about that, 
again, this morning.  We asked the committee to consider whether CAR 
could retain the penalty dollars that we receive for stat reporting 
violations.  And, as you know, as a result of the conversion to the MAIP 
now, the change in the world would minimize the amount of dollars that 
would be coming in.  But, we did suggest that any dollars that we were 
able to collect, we would use to offset this liability.  Now, traditionally, 
when in years past, we would be collecting in penalty dollars a very large 
number.  That money is sent back to the companies in our Settlement of 
Balances, which we do every quarter.  So, if we were to collect $1.5 
million, for example, which we did, say five years ago, then that money 
would be sent back the same way we do our assessment for the 
administrative cost. 
 
Looking at the fact that these numbers are going down, and it’s not a 
material number that we’re thinking about, we suggested to the Budget 
Committee, that we be allowed to retain those dollars and any dollars that 
do come in out of these penalty dollars would be used to pay towards our 
liability numbers.  And, we’re projecting not much more than a 
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guesstimate today is maybe $250,000 for this year.  So, we don’t really 
consider that to be a material number.  But the committee did have 
thoughts that if we did, in fact, have a larger number that we should go 
back to the committee, because if it was $1 million or $750,000, that was 
the definition and they thought that would be material.  And, we would 
take a different approach and probably go back to the other standard.  So, 
that was one of the proposals.  So, we talked about this a couple of times, 
and at the last Budget Committee, the Budget Committee agreed that we 
be allowed to retain those dollars, whatever they may be, towards our 
liability.  So, that was the first thing that we talked about. 
 
During the discussion with the Budget Subcommittee, we also talked 
about two other issues, and we’ll talk about that again briefly this 
morning.  One was how the new methodology was in place and how we 
would begin the process of assessing insurers for the cost of the 
administrative budget by lines of business as well as a new administrative 
fee that we developed.  We spent several months working with the Budget 
Subcommittee to develop an administrative fee that will be used to pay for 
a share of the statistical agent expense.  And, Nat will explain to the 
committee how that assessment fee will work regarding that share of that 
expense. 
 
And, again, the four functions that we have, statistical agent function, we 
are doing though an assessment fee.  And, then the other three, residual 
market functions, which is managing the MAIP, managing the private 
passenger run-off, and managing the commercial auto.  All those 
assessments will be done facilitating existing statutory requirements of 
doing market share. 
 
So, the changes we’ve put forth and are in place, actually, is this new way 
of doing these assessments.  So, part of looking at developing the new 
assessment with the stat agent piece, we began to kick around the thoughts 
of having a Fee for Service Program that we would develop.  So, I had a 
working group put together of CAR resources to take a look at what 
services we will be providing and would provide to the industry that 
would strictly be on a fee for service proposal.  And, the Chairman of this 
committee, Bill, had asked me to get that matter on the table today.  And, 
again, I can have Nat take you through that.  So, that was another issue 
that we looked at.  We don’t know to what extent the numbers would be 
in a Fee for Service. We’ve been putting together various thoughts about 
that.  We have, as you all know, done a lot of training of carriers when 
they come in.  In the old days when the companies would come in as 
Servicing Carriers, they had a very detailed training process that we 
would go through.  So, things of that nature, people learning and 
understanding stat reporting requirements—so, any type of service we can 
provide out of the ordinary, we would develop a fee associated with that.  
And, those fee dollars, again, whatever they might be, we would hope 
would also be put towards our liability concerns. 
 
And, the last topic that I had proposed to try to get additional fees was the 
concept of creating a certification fee for producers.  And, we had a—
actually, I think we had two conversations about that at both of the 
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meetings, and from that, as Bill just indicated, we had some people that 
thought we shouldn’t do anything yet, or we should talk about it some 
more.  And, our concept initially was that, again, these dollars would 
come in addition to what was being allocated to us to run our operation.  
We would be using those dollars towards an effort to reduce our 
liabilities.   
 
Since all of that and all of those conversations have taken place, we have 
met with the Budget Committee, and now an Ad Hoc Personnel 
Committee, and what we are presently doing is looking at CAR’s 
Employee Benefit Program, and looking at ways to reduce the expenses 
associated with those benefits.  And, we have a plan in place for a survey 
of all insurers that’s being worked on as we speak. And, when the survey 
is complete, we’re bringing back this committee to review the results of 
this survey, and we’re going to ascertain which of the benefits that take 
place at CAR should be retained or eliminated or modified all with an eye 
towards reducing the overall costs of CAR.   
 
We’re also looking at some other issues at CAR to further reduce costs.  
So, we have sort of a two-pronged approach that we’ve been looking at. 
So, as a result of the dialog at the Budget Committee meetings, I pulled 
back the suggestion of a Producer Certification Fee at this time.  It was 
thought that we should talk about this on a later date, thus the formation of 
this committee.  So, my long-winded statement is that we have Nat here to 
speak about the assessment fee we are using for the portion of the 
statistical agent costs—how we’ve broken that down.  We can give you a 
high-level over view or a detailed level, whatever the committee would 
like.  We can also talk in detail if you would like what we are thinking 
about in our Fee for Service Program.   Or, it is what it is, and we can go 
straight to what we have on the table today relative to the tune of the 
certification issue. 
 
As far as our records presently indicate, we have 1,750 certified producers 
on our books today.  We had, as you know, during the last course of the 
year, a lot of activity where agencies were sold and so, therefore, the 
numbers were reduced, but then we also have had new people come 
aboard, so as of last night, the last total we had is 1,750 certified 
producers.  We, in the proposal we put forth to the committee—and since 
then, we haven’t done a lot of work on that, I should state at the 
beginning.  But, what we had proposed, originally, to the Budget 
Committee was that we would institute this Certification Fee, which 
would be on an annual basis of $200 per year, per certification of an 
entity.  If an entity happened to have more than one location, we would 
still only be charging the same $200 fee.  So, for example, I believe one of 
the agents here may have two other locations, we would only charge that 
individual that $200 fee.  So, regardless of the size of the agency, it would 
be that straight fee.  And, we would tie that up to our review of having a 
renewed license that we were asked to monitor by the MAIP Steering 
Committee.   
 
So, that was the number that we had put forth, and we thought that as we 
have been able to develop an ability to calculate MAIP rates through our 
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front-end application system as an application is being filled out and 
submitted to CAR, CAR now does in fact calculate the MAIP rate 
correctly, and calculates the required down payment for the producer.  
Thus, allowing the producer not to have to purchase from their rating 
organizations that additional MAIP rate.  And, my understand is that you 
buy a product—and someone correct me if I’m wrong here—but you buy 
a product, which general includes three rates, three different companies, 
and one being your MAIP rate, and the cost of each is around $200 per 
company, depending on who you are doing business with.  So, we’ve 
offset that expense by producing a MAIP rate. That was one of the first 
sort of wash to wash as far as the expense was concerned.  But, then rather 
than going into a litany of what services we provide for the agents, I think 
everyone knows what we do, what the agent—what our front end system 
does.  We—I don’t think I have to go into every thing we do for them, 
unless you want to start asking questions. 
 
But, that was kind of the financial match of it when we determined that 
$200 seemed like a reasonable figure.  Thus, was the basis of the 
suggestion that I put on the table when we first discussed.  So, that’s kind 
of an overview of what has taken place and where we are.  And, as I said, 
the budget look is ongoing, the benefit look is ongoing, and that’s where 
we are today. 

 
 
SFS 
09.03 Producer Certification Fee 
 
Mr. Hofmann: Okay, what I’d like to do is take these items one at a time and I didn’t—I 

appreciate your getting into the explanation.  I was just going to start with 
the Agent Certification and go into the rest of it.  So, I would like to go 
back and start with the Agent Certification piece and we’ll take these four 
items, as Buddy talked about, one at a time, starting with the Agent 
Certification piece.  Bill, you were one of the people… 

 
Mr. Cahill: Yes. 
 
Mr. Hofmann: I’m not picking on you, but you were the one that had some questions 

about it.  I don’t know if you would like to express what those concerns 
and questions were, and then let’s get started that way. 

 
Mr. Cahill: Yeah, sure.  So, when the idea of the Producer Certification Fee was 

raised, my initial reaction has been to not support it at this time.  I 
continue to remain open minded about, and I just think it’s the timing of 
when it’s being considered.  We have, as you know, as pretty much all of 
us know, it has been a pretty extensive discussion around the expense 
structure and the ongoing expenses for CAR.  And, so we’re looking at a 
number of different things as Buddy had indicated.  And, I think that that 
discussion should play itself out before this particular item ends up being 
considered, because I was, at first, my reaction was this was being 
identified as Buddy just mentioned as a proposal, really sort of a revenue 
proposal.  I was viewing it as a new revenue idea to bring in some 
additional funds, even though it’s not going to be that significant.  But, it 
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would bring in some additional funds to help offset the outstanding 
liabilities that we have as an organization.  And, my feeling was that while 
that might make a lot of sense to do, I think we ought to really just finish 
the discussion around what those expenses are and how best to deal with 
them.  And, then this might be part of that.  But, I felt as if this was a bit 
of a rush to bring this in. 

 
  There was some talk about how this was going to be revenue neutral at 

one time, the idea was that much like we were trying to assign fees for 
services, like if the AIB asks this organization to do something, they 
ought to pay for it.  And, it’s more of a, just making sure that it’s aligned 
with whoever is requesting that service.  I think we had some of those 
discussions with different carriers.  David Cochrane with Commerce was 
chagrined to find out that his company had been asking for a lot of 
different things.  And, if we lined up the cost structure a certain way, they 
should have to pay for that.  But, I think he was definitely in agreement 
with that and it made sense.  But the idea being if we want to use this to 
say, producers are causing the organization to incur some costs, and it’s 
around services that are being provided to producers, then we should have 
producers pay for those, and thereby the costs for the carriers would be 
reduced to some degree because, it’s a better matching of where the 
services are being rendered.  Okay, I’m open to that as a discussion as 
well.  But to the extent that this is just a new revenue idea, I think the 
timing of it is just a little bit off.  I think we ought to just wait until we 
finish up the discussions that are ongoing now, and then come back to 
this.  But, that was my reaction. 

 
Mr. Hofmann: Just to give you sort of a counter to that, Bill.  I understand where you’re 

coming from, but of course, we’re talking about other sources of revenue 
with the fees for certain services that we’re going to try out.  So, the 
agents is just one of several fees that we’re going to potentially talk about.  
And, I think, you know, listening to the companies who, you know, were 
pretty specific in saying that, you know, we’ve got to reduce our costs and 
the cost of AIB and cost of CAR are two expenses that we have.  And, my 
feeling was that, yes, this was a new source of revenue, but it’s—you can 
argue whether it costs CAR $200 or $150 or $232, but there is some cost 
to CAR for doing this, and they have agents support the organization, and 
why should this fall all on you companies, because you companies foot 
the whole bill thing for this here.  Some how or other having agents share 
in the expense that they help create made sense to me to have agents pay 
some fee for it, because we all get services from this organization.  Mr. 
Mancini, I can tell you’re chomping at the bit down there. 

 
Mr. Mancini: Buddy, do you break down the administrative costs of the four functions 

that you have:  Statistical Agent, MAIP, Run-off, and Commercial? 
 
Mr. Iannaco: Yes. 
 
Mr. Mancini: You do.  Okay, so you could—I don’t know if you want to say that 

publically or you could provide us with that information. 
 
Mr. Iannaco: You know, we can certainly, yeah.  That’s been a public document. 
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Mr. Mancini: Have you thought about how this might be impact those that are 

commercial automobile writers that have an assignment through CAR to 
one of the Servicing Carriers? 

 
Mr. Iannaco: I’m not sure I understand the question. 
 
Mr. Mancini: If the Frank Mancini Insurance Agency—I don’t write private passenger 

automobile insurance.  I don’t do any personal lines insurance; I just do 
commercial.  And, I have a—you know, Safety’s my commercial lines 
automobile assigned carrier.  Am I going to be assessed—included? 

 
Mr. Iannaco: Well, you would be. 
 
Mr. Mancini: Okay. 
 
Mr. Iannaco: As the Division has ruled, every licensed agent must be certified, so.   
 
Mr. Hofmann: Part of this is the certification process that they had to go through. 
 
Mr. Mancini: So, that’s what will determine the fee, certification? 
 
Mr. Iannaco: Yeah. 
 
Mr. Hofmann: Rich? 
 
Mr. Jones: Yeah, I think I kind of agree with what Bill’s trying to go about looking at 

the whole picture, but with that said, I think you’re looking for from us 
today, not to necessarily approve fees, are you, or to have a discussion? 

 
Mr. Hofmann: Well, originally it’s to have discussion.  I mean, you’ve got to start 

somewhere.  I mean, I don’t know what else we’re going to approve 
before we do this. 

 
Mr. Jones: Right. 
 
Mr. Hofmann: But, you know, you’ve got to start somewhere, so. 
 
Mr. Jones: So, speaking for myself, I would say that I think there is some fairness to 

the concept of agents incurring a cost to support the MAIP and all that 
stuff.  I write four policies with the MAIP.  So, personally, I don’t have a 
problem with the fee.  But, I do have some questions.  So, if you use that 
formula, it looks like you’re trying to generate $350,000. 

 
Mr. Hofmann: My memory is less. 
 
Mr. Jones: It would seem to me that there would be some equity here in having some 

kind of structure formula with, you know, an agent that has say, five or 
less CSRs and personalized department, maybe pay that $100 or $150.  
And, someone who’s got 25 or more may pay a maximum of $400 or 
something.  You know, I don’t think it should be based on the number of 
policies you have, because every agent needs to support system, you 
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know, being here.  But, I would think that some consideration might be 
given to a cap and base it on number of employees.  So, that would be one 
thing that I’d throw out. 

 
Mr. Hofmann: It’s possible.  Okay. 
 
Mr. Jones: Another question I have is, are direct writers going to have the 

opportunity to participate? 
 
Mr. Cahill: Have the opportunity. 
 
Mr. Hofmann: Yes, they will. 
 
Mr. Iannaco: They will have the opportunity. 
 
Mr. Jones: Okay.  How long, let’s just say it went before the Budget Committee and 

it got approved, and then went before the CAR Board.  How long would 
there be a sunset provision or something to go along with this so it does 
get revisited somewhere down the road? 

 
Mr. Hofmann: Well, the whole budget gets revisited every year. 
 
Mr. Jones: I mean, this particular thing about the certification fees. 
 
Mr. Hofmann: Yeah, I think that, as I say, the entire budget, because what ever other fees 

we come up with on some of the fees that Nat’s going to talk about, I’m 
assuming that those will be reviewed on an annual basis when the budget 
gets reviewed.  That would be my assumption.  So, every year those 
would be looked at. 

 
Mr. Jones: So, there would be an opportunity to say… 
 
Mr. Hofmann: Yes, no, updated, increased or whatever, right. 
 
Mr. Jones: these fees should be eliminated or these fees are going to have to be 

increased. 
 
Mr. Iannaco: We didn’t talk too much yet about the Statistical Agent Fee that has been 

put in place, and we will—we’re doing the first two quarters of this year 
under the old formula.  We will settle up and begin that process in March? 

 
Ms. Hubley: March. 
 
Mr. Hofmann: March, right. 
 
Mr. Iannaco: And, what we did when we deliberated developing the Stat Agent Fee, 

and we have various break downs to who is charged so much depending 
on quantity of their book and how often they stat report, etc., etc.  We said 
that we would implement this fee structure today and then we would go 
back and revisit it, because of the fact that there will be new companies 
entering the state, possibly.  There may be companies leaving the state.  



Transcript of Meeting - 10 - December 16, 2009 
Service Fees Subcommittee  
 

And the consensus of the committee was that we should revisit that 
particular assessment fee periodically, which is the game plan. 

 
Mr. Hofmann: It’s the same thing to do with some of the penalty fees.  Some of them we 

hadn’t looked at, Wendy, what was it, 15, 18 years that we… 
 
Mr. Carpentier: On the Claims side. 
 
Mr. Hofmann: Whatever the heck it was.  I can’t remember exactly.  A long time.  So, I 

think my advice to the ongoing budget committee would be that this is 
part of the budget process that ought to be looked at on an annual basis, to 
answer your question.  The only other thing I would say, Rich, and to 
answer it again, I’m not trying to be devil’s advocate and debate here with 
you, but, you know, the certification fee is the same whether you’ve got 
one CSR or ten CSRs, because we’re not basing it on number of policies, 
so really the certification fee and the cost to CAR, if you want to look at it 
purely from a cost point of view, it cost them X number of dollars, 
whatever the exact dollar amount is whether you’ve got one CSR or 10 
CSRs, because it’s one certification period to see whether you’ve got five 
locations, one location, one CSR or ten.  Any other comments?  Rich, do 
you have any other questions? 

 
Mr. Jones: What are you going to do if an agent doesn’t want to pay?  Are you going 

to shut them off? 
 
Mr. Hofmann: Why not? 
 
Mr. Jones: What? 
 
Mr. Hofmann: Why not? 
 
Mr. Jones: No, I’m asking what you’d do. 
 
Mr. Hofmann: I don’t know.  Buddy do you? 
 
Mr. Iannaco: Well, we right now have situations where an agent may be terminated for 

a reason or suspended for a reason, whatever the case might be, or not 
submitting a renewal license.  And, we have an ability to freeze them out 
of the system.  Now some people may not be upset with that fact, because 
they are not even using the system.  So, that is a possibility that we would 
send an invoice to someone and it would say, well, we’re not paying that 
and we don’t care, and so be it. 

 
Mr. Carpentier: I have a couple of questions.  What is involved with the annual 

certification of the agents?  I understand what took place with the initial 
piece, but what, on an ongoing basis is required to be certified? 

 
Mr. Iannaco: Well, I can let Pam and John speak to it with a list of issues, but we 

obviously have to retain a license renewal, which is the most important 
thing. 
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Ms. Wallace: Right, we need that.  We do have a process in place where we are 

managing the whole agency licensing issue on behalf of the carriers.  So 
that is an annual activity that occurs.  But, in addition to that, we are still 
collecting Tax ID information for each producer so that we can pay 
commissions on assigned risk business.  And, in fact we are in the process 
of identifying—there are about 500 agencies that have not reported Tax 
IDs to us.  So, we are in the process of going out and contacting those 500 
to get that information.  The whole ARP management process where we 
have a system in place to collect infractions, mediate on behalf of the 
producer and carrier, including ARC infractions that they’re reporting to 
us.   

 
  There are a number of tutorials in place that we are monitoring and 

updating and maintaining each time the system is changed.  Buddy 
already mentioned maintenance of the rating software.  We produce, 
quarterly, a MAIP Messenger that is distributed to the producers that 
contains up to date and any new changes that are happening in the MAIP 
world.  Security administration is an ongoing activity where you have new 
employees entering or leaving.  Some of the user IDs and passwords are 
constantly moving about, similarly with fraud training, which is a 
requirement, as new employees are entering an agency or moving from 
one agency to another.  So, there’s definitely been an increase in the 
interaction between the former residual market mechanism and what 
occurs now through MAIP.  And, those are just ongoing activities that are 
part of our world now, I guess. 

 
Mr. Hofmann: Andy, do you have any comments? 
 
Mr. Carpentier: No.  Thank you, Pam.  I—there’s no, you know, I know we could identify 

the actual costs associated with these functions, but that’s not the 
approach that was taken. 

 
Mr. Hofmann: Right. 
 
Mr. Carpentier: What was taken was, here’s the economic trade off on the cost of the 

rating engine and that’s fine.  And, then the fees—the income generated 
by these fees doesn’t go towards these operational costs; they go to 
something else.  Whereas, on what was done, when we get into the 
discussion of the other segments of CAR’s business, I think the approach 
there was much more to look at what were the costs of CAR, what were 
ascertainable to statistical agent, etc., etc., etc.  The concept of Fee For 
Service was introduced.  But, it’s not like we took a sum of money—a 
sum of costs and added to that.  We took what was the cost to run the 
business and divided that up.  I did an informal survey—Andy’s informal 
survey of some agents, and just to throw it out there, I won’t get into the 
more flamboyant responses, but one agent commented that we pay a fee to 
be licensed, we have lead paint education and we have to buy education to 
renew our license.   

 
  While I think what you just described here answers that objection that, 

you know, what are we getting for that.  The sort of comment, I think, is 
answered because the certification process is being done on an entity basis 
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and not by a CSR.  Someone thought it might be good to be optional 
instead of mandatory. 

 
Mr. Jones: Unless on taxes. 
 
Mr. Hofmann: Yeah, on taxes, right. 
 
Mr. Carpentier: And, one agent commented that it’s ironic that any new carrier entering 

Mass. auto has no charges.  Well, that’s debatable, but there was a thought 
that… 

 
Mr. Hofmann: A new direct writing company would be charged in the certification. 
 
Mr. Carpentier: Yeah, but they don’t get charged to do business. 
 
Mr. Hofmann: But, that’s not part—that’s not fees, it’s… 
 
Mr. Carpentier: They’re not getting assignments. 
 
Mr. Cahill: They’re not getting any assignments, yeah. 
 
Mr. Carpentier: There was also a thought that there should be some sort of a different 

formula as it applies to something along the concept that you mentioned, 
here.  And, then another questions was, what happens if agents don’t pay 
the fee, what is involved in the certification process?  And, I thought that 
this comment was, I suppose the cost of providing the service should have 
an impact to the cost of the service.  So, I think this quid pro quo here is 
very helpful in explaining this.  In addition, I’ve talked with some other 
company people who are not part of this committee, but—and the view 
was that, I think along the line that Bill is suggesting, is that the effort 
really ought to be focused on continuing to reduce the costs as opposed to 
trying to develop a new income stream.  Quite frankly, I don’t know 
where I am on this thing.  I’m not sure. 

 
Mr. Hofmann: I guess what I would say, Andy, is two-fold.  One is that if people feel 

more comfortable having this be an offset to expenses in using—as 
opposed to reducing liabilities, we can certainly do it on that basis.  Right 
now, it would be extra money over what we’ve got now, which is why we 
approached it that way.  But, there’s certainly no reason we can’t just 
build into the budget, you know $300,000 or whatever that is that comes 
from agents, and it goes to offset the expenses of CAR, period. 

 
Mr. Carpentier: Yeah. 
 
Mr. Hofmann: Okay, which we can certainly do that.  I mean, how the money gets 

appropriated really is sort of up to the Budget Committee ultimately 
anyway. 

 
Mr. Iannaco: May I speak? 
 
Mr. Hofmann: Go ahead. 
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Mr. Iannaco: I heard your survey.  I’m surprised no agent supported this and they didn’t 

want to pay the money.  Anyway, let me back up a little bit.  The reason 
this surfaced is because, as we began to look at our budget, and that is still 
ongoing.  We’re trying to cut costs. 

 
Mr. Carpentier: Right. 
 
Mr. Iannaco: And, we will be cutting costs.  That is a sidebar.  And a lot of people 

tended to compare what AIB has been doing, and we should look at the 
AIB, and we should look at the AIB, and I keep hearing that from a lot of 
people.  So, let’s talk about what AIB did.  AIB had an appropriation for a 
budget to cover their costs, but they also had additional funds 
appropriated to defer additional costs.  We have never asked for additional 
funds.  I’ve been here 12 years, and I said to the Budget Committee, I 
gave you the same budget today as I did 12 years ago.  So, we have 
substantially reduced costs over time.  Now, we’re faced with a situation 
where we’re trying to level the budget, and we’re looking at ways to 
reduce the budget.  But, when we talk about what the AIB was allowed to 
do, I said, well, why can’t we generate additional cash?  Because if we 
can generate additional money, and this hasn’t even been tacked on the 
insurers, it was tacked on other ways of getting them.  But, we could use 
these monies, regardless of what the Budget Committee does to lower our 
budget, we can use these additional funds that would definitely be 
earmarked to offset the liability that we have.   

 
  So, when you hear that there is no liability at another entity, it’s because 

of a formula that you members of this Governing Committee, who are 
also members of the AIB committee let take place.  That was the reason I 
put this on the table.  But, as you notice, I didn’t support this or 
recommend this, since the last meeting.  I took this off the table.  Bill is 
advancing this.  I’m not even advancing this theory by the way, 
personally, because of all the controversy of what we’re talking about the 
problems that it may develop, I just thought this would be a way for us to 
generate additional funds while we’re trying to reduce the expenses on the 
other side.  It’s as simple as that.  So, I’m really, to be candid, not even 
supporting this initiative today.  I think that if you want to wait until we 
finish the budget process, that’s fine by us.  We think it makes sense.  If 
you want to look and see what we do with our benefits, that makes sense. 

 
  At the end of the day we will have come to an agreement as to where 

CAR will be.  And, if at that point in time you want to pursue that, that 
would be my thoughts anyway, personally.  Then we should pursue it, but 
that was the reason I put this on the table in the beginning.  And, I think 
that somehow got lost in the sauce.  It’s as simple as that. 

 
Mr. Hofmann: It did to an extent.  And, I think that, you know, Bill to go to your 

comment, and Andy your comment, you know, those of us that run 
independent agencies, we do two things, we can either increase revenue or 
reduce expenses or both.  Well, we’ve never looked at revenue here.  This 
is a whole new concept at CAR looking at revenue.  And, from the 
company’s perspective, you companies, you support this organization and 
pay the bottom line cost of running this, whatever the heck it is.  So, if we 



Transcript of Meeting - 14 - December 16, 2009 
Service Fees Subcommittee  
 

come up with a method to get some additional dollars in here to defer 
expenses, pay expenses, I would think from your company’s point of 
view, you’d say, great, that’s a good idea, because it’s less dollars we 
have to pay.  And, what pot it comes out, really what difference does it 
make?  So, I’m a little concerned that when we sit here and talk about 
we’ve looked at the expense side, you’ve been part of the process, so 
we’ve looked, and you have as well.  We’ve looked at all these expenses.  
We’ve been whacking away at the budget.  We’re still in the process of 
doing the personnel stuff.  We’ve got a separate committee.  So, we’ve 
been looking at reducing expenses.  It’s not as though CAR has been 
sitting here doing nothing reducing expenses.  They’ve put a lot of time 
and effort into that side.   

 
  So, the other side of this is to maybe look at in a brand new concept where 

CAR is bringing some revenue in.  Agent Certification just happens to be 
one of the issues, and Nat’s going to talk about other ones.  To me, this is 
a way to reduce the expenses of operating CAR.  Now whether you decide 
to put it towards the unfunded liabilities or you put it toward the actual 
direct cost of Agent Certification, which you know, Pam has very 
carefully enumerated.  There’s a whole bunch of costs connected with 
that.  I just don’t see what the objection to offsetting the cost of CAR that 
agents cause here by some number of dollars.  Conceptually, that just says 
to me, what’s the problem.  Now, if we want to object to agents paying for 
it, that’s another thought.  Andy, go ahead. 

 
Mr. Carpentier: I was involved on the subcommittee of Budget Committee at AIB.  So, I 

understand.  I was involved in that process.  And, any comparison 
between what occurred and is occurring at AIB and what is occurring at 
CAR are extremely superficial.  And, they are largely irrelevant.  AIB had 
to react to the elimination of fixed and established; that immediately put 
them out of business of formulating and defending rates.  They dropped, 
God, an enormous legal cost they no longer had to absorb.  They no 
longer needed all of the talent as of a date certain to do all of that.  It was 
very clear cut.  Secondly, AIB was able to engage in that without the 
requirement of the Open Meeting Law.  In other words, the organization 
and its Governing Committee and Budget Committee could sit down and 
talk this through in a very different context than what we have here.  And, 
so it led to a very tight timetable and a very significant reduction in the 
costs.  And because of the decision that was made, to just continue with 
the budget as it was initially approved at the beginning of the year without 
taking into account that as of June of that year, they no longer needed to 
do all of this rate filing for private passenger auto, but just continue to 
carry out the budget through the end of the year resulted in the surplus 
that we talk about.  And, so that was very easily allocated back to 
whatever unfunded liabilities the pensions had at that point. 

 
  The effort here has been, you know, a horse of a different color.  And, 

we’ve had to look at this very, very differently.  Obviously, on the AIB 
side of things, it is solely the companies; there is no agent involvement.  
There is no direct overview by the Commissioner of Insurance.  There’s a 
whole variety of things.  Here, every step that has been taken to try to 
redefine CAR’s role on an ongoing basis has had to contend with a back 
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and forth with the Division of Insurance, with changes in directives, 
rejections of proposals, etc., etc.  It has been a laborious public, on going 
effort between this organization and the Division of Insurance.  And, so 
we just don’t have, I think, the ability to expedite the resolution of what 
the costs associated with running CAR will be in the future.  So, we’ve 
had to work through this. 

 
  I guess the thing that struck me, personally, with this proposal with the 

producer fees was that, I would be much more comfortable if in fact the 
fees came back to the costs they were supposed to be offsetting, as 
opposed to, you know… 

 
Mr. Hofmann: The unfunded liability. 
 
Mr. Carpentier: funding the liability.   
 
Mr. Hofmann: We can look at it that way.  That’s not a problem. 
 
Mr. Carpentier: Yeah.  You know. 
 
Mr. Hofmann: We want to get to this stuff on the table in a second. 
 
Mr. Carpentier: Oh, good. 
 
Mr. Mancini: Just a couple of questions.  The direct writers who would be involved in 

this, I suspect that their fee would be $200, right? 
 
Mr. Iannaco: Yes. 
 
Mr. Mancini: Okay, $200 per company. 
 
Mr. Hofmann: Yup. 
 
Mr. Mancini: Okay.  It would be helpful to me, and I’m not sure about the others, but if 

we could see a break down of those administrative costs of those four 
functions. 

 
Mr. Iannaco: Sure. 
 
Mr. Mancini: Is that something that we could get? 
 
Mr. Iannaco: Let’s do it right now.  It will take us two minutes. 
 
Mr. Mancini: Okay, okay. 
 
Mr. Iannaco: I can tell you approximately right now while she is getting it, but we can 

tell you that. 
 
Mr. Mancini: And, just for my education, I’m not familiar with, does—when you do the 

budget here, do you have negotiations with the Division of Insurance on 
this? 
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Mr. Iannaco: No. 
 
Mr. Mancini: You don’t, okay. 
 
Mr. Hofmann: Joe, have you’ve got comments?  We listened to me on this side of the 

room, so don’t think… 
 
Mr. Vargas: From a broker’s standpoint, you know, it would be nice not to get charged 

a fee, but if we do have to, it’s not like it’s a lot of money.  I think the fee 
should be the same across the board, because it’s a tool.  So, how you 
choose to use that tool, you know, you can’t go around, you know, you 
can’t buy a tool, and hopefully not use it as often and hope you’re going 
to get a cheaper—get it for less money.  And, also I think, you know, you 
also don’t want any situations where somebody’s not being truthful about 
how many people are actually using the system, so it eliminates any of 
that.  And, I think it’s going to—any fees based on charging on how often 
you’re going to use the system is really going to go right to urban 
agencies.  I mean, the agencies that didn’t get the voluntary contracts.  
Those agencies are just going to get nailed.  And, those are the ones that 
are struggling to keep a value on their books.  That’s it. 

 
Mr. Mancini: I have one question that I forgot to ask, because it was from a long time 

ago.  I wanted to follow up on a line of questioning that Rich had earlier.  
Buddy, you had said that you have some agencies now that either didn’t 
give you their license or whatever they were supposed to so for certain 
locations. 

 
Mr. Carpentier: Tax ID’s. 
 
Mr. Hofmann: Tax ID’s. 
 
Mr. Mancini: No, no, no, for certification.  They didn’t provide you with their updated 

license or something like that. 
 
Mr. Cahill: The Tax—wasn’t that… 
 
Mr. Iannaco: No, no, we didn’t say that.  No, we just said… 
 
Mr. Hofmann: They said the Tax ID number is what they’re missing. 
 
Mr. Iannaco: We have at least… 
 
Mr. Cahill: 500 agencies. 
 
Mr. Mancini: Well, if any agency didn’t—they have to be certified every year.   
 
Mr. Iannaco: Right. 
 
Mr. Mancini: So, if an agency didn’t get recertified, let’s say, and I suppose you’ve had 

some of those.  Have you had some of those that have not? 
 
Ms. Wallace: No. 
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Mr. Mancini: Oh, you haven’t.  Okay. 
 
Ms. Wallace: No.  I mean the agency renewal process is pretty straight forward.  When 

they sent us copies of the license, we—for those that we don’t receive, I 
mean, we have a monthly program where we go in and look and see who 
is coming up. 

 
Mr. Mancini: Okay. 
 
Ms. Wallace: We receive the information.  If we don’t, we go after it. 
 
Mr. Mancini: My thought was that if a fee was instituted and Agency A didn’t pay it, I 

assume that CAR would have some responsibility to report that to the 
Division of Insurance that… 

 
Mr. Iannaco: Well, that was what we contemplated in the beginning.  But, again, I took 

this off this shelf.  So, in other questions that are developing today, we 
haven’t… 

 
Mr. Mancini: Okay. 
 
Mr. Iannaco: We haven’t discussed at all since two months ago, to be candid.  So, we 

began to think about those things, and then with a sense—and by the way, 
the AIB did in their request for their budget asked for additional funds 
towards their liabilities that were approved all the way through, including 
the reduction last year.  They also had, when they did their membership, 
we’re allowed to retain monies in excess of their budget appropriation. So, 
they were getting A, additional funds on their appropriation, and B, 
through their membership fees, they were getting more money than they 
needed to pay their operations unless they had additional funds.  We have 
never, as I said, asked for funds that are more than what we need to run 
our operation, just to get that point clarified. 

 
Mr. Hofmann: Right. 
 
Mr. Mancini: You had mentioned at the beginning, Buddy, that you have a pension 

liability, and was there anything else besides the pension liability? 
 
Mr. Iannaco: Well, that’s easily identified.  We have a very substantial retiree health 

liability that we’re working on in a whole different look.  And, that matter 
is going to be coming up for review at our… 

 
Mr. Mancini: Okay. 
 
Mr. Hofmann: The other committee that’s looking at it. 
 
Mr. Iannaco: But, because of the Defined Benefit liability number, which is so large, 

we, under the IRS regulations, we have seven years to offset it.  But, we 
were looking at sort of a fast track approach to try to offset that, because 
the committee is considering whether we should retain that benefit, the 
Defined Benefit as one of the benefits that CAR employees are presently 
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receiving.  So, we have to satisfy that obligation anyway.  Our retiree 
health liability is a substantial number that, right now is something like 
$11 million.  That’s—any retiree health liability is up there.  So, we’re 
looking at ways of changing that whole concept. 

 
Mr. Hofmann: We’re looking at whole issues, which is why the concept of the $300,000 

from agents, we did it.  We thought, oh, right now, we could put it 
towards that.  But, I think it makes sense, and I think quite frankly, 
probably the proper approach is to use that in the budgetary process to 
offset the actual expenses for the Agent Certification.  That’s my 
suggestion when we get down the road on it.  Joe, did you have any other 
comments?  Ken, you had one. 

 
Mr. Willis: It seems fair, and in particular, if the money goes towards the actual 

costs… 
 
Mr. Hofmann: Yeah. 
 
Mr. Willis: where the services are provided to agents.  But, I just have a question.  

Would this be the first time agents have been charged a fee by CAR? 
 
Mr. Iannaco: Yes. 
 
Mr. Hofmann: Yeah. 
 
Mr. Willis: The first time. 
 
Mr. Hofmann: It would be a new approach, yeah.  And, again, it goes back to, you know, 

we keep talking about AIB and what the funding is with the AIB.  They 
really are two separate organizations and really can’t compare the two.  
And, as I said, from my perspective when I look at the companies’ 
funding of this organization, the companies fund this organization in total.  
So, whether we use it to offset liabilities or offset the direct expenses, it’s 
the same.  We’re still going to have to satisfy the IRS on the unfunded 
pension liabilities that we’ve got one way or another.  So, whether we get 
a direct contribution from companies from that, or it comes from this, 
really, I look at it as the total pot.  But, I understand, Andy, your 
comments.  And, I think quite frankly in selling this to agents, it’s 
probably an easier sell to agents to say this is a direct offset of your 
expense of the Operation of CAR for certifying you and providing all of 
the things that are being talked about. 

 
Mr. Carpentier: Well, along that line, I think it would be helpful for us as well as agents at 

large.  Detail for us the licensing process, because my understanding is 
that because of the lack of mechanism of that process at the DOI, it is a 
difficult operation for CAR to coordinate. 

 
Mr. Iannaco: We, as you know, when we began the process that MAIP Steering 

Committee asked us to verify that an agent is licensed so that they are not 
in violation of existing statutes, obviously.  So, we went to the Division, 
and we thought we could hook up on line to verify that.  Well, it appears 
that their renewal process is not up to the standard that we need for real 
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time assignments.  So, we were asked to undertake the process.  So, we 
had to develop, initially, a manual process where we had to reach out and 
begin to communicate with every agent.  You have to send us a copy of 
your license and a picture, and I forget.  There were three components, 
and John Metcalfe can jump in on it. So, we developed a manual process 
initially.  Since then, we’ve obviously been automated.  But, as Pam said, 
if we don’t get a license that has been renewed timely, we reach out to the 
producer, and if the producer doesn’t, and especially someone who has 
been using the MAIP System, if they don’t give us a renewal license, we 
shut them off from access until they are able to provide us with an up to 
date renewal license.  Now, John can give you much more detail, Andy, 
on what other process he has in place, if you would like. 

 
Mr. Carpentier: Well, I would. 
 
Mr. Iannaco: John? 
 
Mr. Carpentier: Because, I think the comment that agents make, that well, we pay $100 

for a license. 
 
Mr. Iannaco: Sure, and that’s why I took this off this table. 
 
Mr. Carpentier: What are they getting for that? 
 
Mr. Mancini: But, that’s more than $100. 
 
Mr. Carpentier: Well, okay. 
 
Mr. Hofmann: Go ahead, John. 
 
Mr. Metcalfe: Well, chasing licenses is a time-consuming effort.  The Division does 

have limited information on their website.  It will list, and we’re told that 
it’s up to date on the corporate DBA licenses.  So, we can check fairly 
easily those licenses of—individually licenses are not reflected on their 
website.  We do have to chase them down.  We do have a manual type 
program that we go through monthly.  We send out notices on agencies 
where our dates in our system are not current, and ask them for an updated 
copy of the license.  A lot of them send it back.  Some of them we have to 
do follow-ups. Some of them indicate that the Division has their check; 
they’re processing it.  It’s not timely; they’re backlogged. 

 
  So, are there gaps in the process right now?  Yeah, there are things that we 

can’t necessarily control, but we continue to chase until we have an active 
license.  If I feel I’m getting the run around with an agency that’s two 
month’s behind, we’ll shut them off until we get the license, so. 

 
Mr. Hofmann: Any other questions for John?  Ken, do you have any other questions?  

Bill? 
 
Mr. Cahill: Yeah, I just had a couple, just follow-up things.  So, one thought, you 

know, in this idea of getting… 
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Mr. Hofmann: Thanks, John. 
 
Mr. Cahill: a little bit more information together was—I was just sort of curious.  I 

don’t know the answer to this.  What—how this works in other states.   If 
other assigned risk plans charge any type of certification fee.  I don’t 
remember that there was necessarily a certification process in a lot of 
states, if any.  But, whether or not there’s a fee that’s charged to 
producers, it would be interesting to know that as a part of this, because I 
don’t think we should operate in isolation if we were to go down this path 
down the road.  We should know what happens elsewhere.  So, if we were 
to come back and have a further discussion on this, Bill, I think it would 
be informationally good information to have. 

 
  The other two comments were, the cost of this—the entire infrastructure 

that’s here, you know, we talk about whether it’s coming from the 
companies or this minor piece that would potential come from agents.  I 
mean, I think, the thing we haven’t really talked about, but ultimately, the 
payer of all this are consumers.  I mean, this all comes back to the expense 
structure of the market.  And, so that’s part of the motivation for trying to 
drive towards making sure that if there are additional expenses that we 
can wring out of the system, that we do that, as opposed to just trying to 
shift around who actually pays for it, because it does all come back to 
consumers. 

 
  And, then the last thing, Rich, you had asked out loud whether or not we 

would end up reviewing this type of fee in the future.  And, I think Bill’s 
point is fair about the penalties that we have come back and are glued to 
the penalties. But, we’ve looked at the penalties with the eye towards 
increasing them.  We haven’t eliminated anything, and I think that, you 
know, once we go down the path of introducing a producer fee, I think it’s 
just hard, like anything in life, once you’ve got that type of thing in there, 
for us to go back and eliminate it, you know, it’s going to take a pretty 
monumental turn of events for us to go back and do that.  So, I put that out 
there. 

 
Mr. Hofmann: Well, but, that’s up to the future Budget Committees to look at that. 
 
Mr. Cahill: I understand.  I’m just trying to say from an inertia standpoint, it’s going 

to be hard.  You never see these things go away. 
 
Mr. Carpentier: It doesn’t go away. 
 
Mr. Cahill: Right. 
 
Mr. Hofmann: Mr. Jones? 
 
Mr. Jones: For the Record, Buddy, if Andy had sent me an email, I would have 

supported the concept.  But, Natalie, did you get the information? 
 
Ms. Hubley: Yeah, I have a couple of things here. 
 
Mr. Jones: That’s part of my question. 



Transcript of Meeting - 21 - December 16, 2009 
Service Fees Subcommittee  
 
SFS 
09.04  Penalty/Service Fee Program 
 
Mr. Hofmann: Oh, okay.  Do you want to… 
 
Ms. Hubley: I actually have a couple of things here.  This first exhibit that I’m going to 

hand around is something that was distributed to the Audit Committee.  
This is a report that we intend to make to the Audit Committee annually to 
give them information relative to our expenses by function and how they 
would be allocated amongst the members.  And, then we did do—take a 
little bit of a look at the penalty income and how it is expected to decrease 
over time.  You know, as I think of the Fee for Service Program, it really 
is all encompassing of all of this.  And, that includes the assessment 
allocation, the producer certification as well as the smaller subset of Fee 
for Service.  But, when we presented this original idea to the committee 
and we were talking about certification fees as well as the use of penalties, 
that was because those, that income generated for CAR for that purpose 
was small and immaterial to the companies as it relates to the company 
share in CAR’s expenses.  And so, it was proposed really as a temporary 
measure to use it in order to offset the liabilities of CAR such that it 
wouldn’t have a material impact on the companies, but once those 
liabilities were addressed, it would be, again, used as these types of 
incomes have always been used at CAR, to offset the expenses of CAR. 

 
  But, as we’re talking the expenses of CAR and how they are allocated to 

the functions, we did provide information to the Audit Committee relative 
to the Fiscal Year 2009 and where that flushed out finally. And, then we 
provided information relating to 2010.  And, I’ll concentrate a little bit 
on—or mostly on 2010 for you, because we don’t need to go through both 
of those things.  What we do here at CAR is we do an analysis that’s in 
the financial area that is aided by each of the individual department heads, 
where they’re looking at how their staff’s are allocating their time to the 
different functions of CAR.  They provide that information to us, here.  
For those expenses that we can directly allocate to the functions of CAR, 
we look at those resources costs.  We then look to other costs of CAR that 
can be allocated to functions that aren’t necessarily resource costs.  The 
best example I can give you of that, is that there is that fee that we pay to 
the AIB.  That is specifically allocated, we pay them $210,000 a year and 
$100,000 goes towards the private passenger rate filing, $100,000 goes 
towards the commercial rate filing, and $10,000 goes to the generation of 
claims counts that they’ve been doing for us for some time now. 

 
  So, we allocate our expenses by function in that way, and then that leaves 

some overhead expenses that we’re prorating across the functions 
according to how those other allocated functions break out.  When we did 
that, at the bottom right-hand side of the page, you can see that the results 
of that analogy showed that 28% of CAR’s expenses anticipated for Fiscal 
Year 2010, which is based on our 2010 budget and how we’ve planned 
our resources to be allocated for the next fiscal year; 28% is expected to 
be used for the statistical agent function, 31% of our expenses will 
represent the assigned risk plan operations, 17% will represent that 
runoff—administering that runoff private passenger deficit as that’s 
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transitioned out, and 22% will be used to administers the commercial 
automobile program.   

 
  We then take those expenses by function, and in order to allocate them to 

our Member Companies, our assessment process uses the Annual 
Statement, Page 15.  The Annual Statement, Page 15, is broken into four 
pools; those pools being private passenger liability, private passenger 
physical damage, commercial liability, commercial physical damage.  So, 
we take each of the functions of CAR, say this statistical agent function 
where we’re anticipating about $3.6 million, and we—those expenses 
would be allocated across all four of those lines of business according to 
the distribution of premium for the industry in that fashion.  The private 
passenger—the MAIP function is only a private passenger function, and 
so we only look at the private passenger lines of business when we 
distribute those expenses by line of business.  And, then the same is true 
for the private passenger deficit.  And then finally, the commercial 
expenses, again, are only commercial.  So, we use those Annual Statement 
lines to break those out by line of business. 

 
  So, we then have, as we reported to the Audit Committee, we anticipate 

that the expenses are then allocated by Annual Statement line of business 
according to as it shows there at the bottom on the page, 45% to private 
passenger liability, 28% to private passenger physical damage, 20% to 
commercial liability and 6% to commercial physical damage. Those are 
the percents of expenses that would be used to—when we then allocate 
the expenses by market share. 

 
  So, we have one last piece that we have to break out, and that’s that 

statistical agent expense.  That $3.6 million that we’re identifying as 
going to the statistical agent expense, is going—will be assessed to 
Member Companies in accordance in large part with how the companies 
are statistically reporting to CAR.  If you’re a company that reports to 
CAR monthly and reports under several different company numbers, that 
requires resources from CAR staff for each of the statistical reporting 
submissions that is sent to CAR.  You know, it’s data collection, editing, 
insuring that the quality is as it should be, loading the data and all of that, 
so we’re assessing the companies a flat fee per, we’ll say—or 
representative of the fact that they report many—under many companies.   

 
  If you’re a company that reports all of your business under one, you’re 

only going to get one of those assessments.  If you’re a company that 
reports quarterly to CAR because your volumes are low, the resources 
required from CAR are smaller, and therefore; the fee assessment is 
smaller.  If you’re a company that is a new writer, but you’ve exceeded 
your thresholds, you’re actually going to be paying CAR the higher fee 
that is commensurate with the monthly reporters, and that is because 
you’re going to be required to report to CAR in the near future.  And, 
CAR is spending its resources to train you and assist you in getting your 
operation, so that you can report your data to CAR.  If you’re a company 
that’s writing, but is not exceeding thresholds, where you’re not going to 
have to be stat reporting, you’re paying a lesser fee.  And, that’s because 
we’re still working with you to monitor your data and ensure that our 
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records are complete and our assessments are accurate.  And, we’re 
providing you information through our website relative to the market 
place and all of that.  But, we’re not managing your data to the same level.  
And, then finally if you’re an inactive group, you’re being assessed a 
nominal fee. 

 
  So, each company is being assessed a fee commensurate with the 

expenses required to service your business, and then—or the expenses 
required to provide you the statistical agents services.  And, there are 
those fees that were designed in order to ensure that when we collect all of 
these fees from the companies, we’ll be collecting an amount that is 
reasonably related to those allocated resources for the statistical agent 
function.  We then look at the overhead type expenses and we assess those 
using a market share assessment, and that market share assessment would 
be performed in the manner that’s illustrated here.   

 
  It is our intent, and we’ve reported to the Audit Committee, and we did 

our first annual report earlier this month.  It is our intent to provide the 
Audit Committee with the results of that study.  We would also be 
reviewing that expense with the budget or, excuse me, the assessment 
amounts with the Budget Committee each year to ensure that there are no 
significant swings in the companies reporting and all of that, so that we 
continue to make sure that those fees are commensurate with the 
expenses.  So, that would be reviewed annually. 

 
  To speak to a little bit to the certification fee, and that fee being 

commensurate with the expenses, as you can see in this analysis here, 
we’re identifying that approximately $4 million will be related to the 
management of the Massachusetts Assigned Risk Plan.  This is just a 
number that I’m throwing out here.  Pam might want to comment to it, but 
I would say that probably a third to a half of those expenses are used to 
manage producers.  So, I would tend to think that you’re not really 
looking to have the producers fund that kind of expense, instead we’re 
providing—or we’re anticipating a nominal fee that would offset the 
expenses.  Again, it was our original proposal to use those fees because 
they would not generate a material income to the companies in offsetting 
these expenses here.  To use those to fund the unfunded liability that is of 
such a concern to the companies, but then once that’s brought down, these 
assessments and the whole use of those funds would be presented to the 
Governing Committee or to the Budget Committee as the normal course 
of the budget presentation every year.  So, that addresses, I think, how the 
expenses are allocated, which has been asked of a couple of companies—
by a couple of committee members.   

 
  But, also to speak a little bit to the penalty income, again, that’s a bit of an 

aside.  It’s a related issue.  It, again, it is an income that has for years been 
collected by CAR and then distributed immediately back to the 
companies.  And, that really is just a method for ensuring that the 
expenses are paid by those carriers who are using the services.  If you’re 
not reporting well to CAR, you require more services from CAR, and 
therefore; you’re paying a penalty.  So, it’s really just another reallocation 
method.  And, you can see here, we did a five-year study.  Back in 2005 
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we were collecting about $1.5 million in penalty fees.  Prior to that date it 
was much more than even.  You’d see in excess of $2 million assessed in 
fees.  And, you could see that in 2006 and 2007, 2008 and 2009, that 
number has come down significantly.  And, there are a couple of reasons, 
especially in 2009 why those penalties are coming down so significantly.  
One would be because the private passenger pool is transitioning out, so 
that your errors relating to that ceded business are really being addressed 
now and kind of cleaned up.   

 
  Also, we put in place the Commercial Limited Servicing Carrier Program, 

which reduced from every company being a Servicing Carrier to only six 
carriers, right Pam, being Servicing Carriers.  So, you’ve got much less 
companies reporting ceded business to CAR.  And, you’ve also got 
companies who are more concentrated in their efforts in ensuring that the 
quality of that data is good.  And, you also have CAR staff concentrating 
its resources in ensuring that those six carriers are reporting their ceded 
data properly to CAR.  So, these penalties, while they relate to statistical 
agent as well as residual market, a good portion of those penalties were 
generating from the residual market business.  So, that comes down, and 
we expect it to continue to come down as the private passenger pool 
continues to run-off as well as the commercial carriers continue to get 
better and better. 

 
  So while, yes,  we have increased some of the penalties in order to ensure 

that they are—they were looked at for, you know, they were very, very 
old penalties and they hadn’t been looked in I think maybe 15 or 20 years.  
So, they were really increased only for inflationary increases, not any real 
substantive changes.  But, in spite of those increases in trying to ensure 
that the incentives are provided to companies to report well.  We still 
don’t expect that we’re going to see increased revenues resulted from that 
increase.  So, again, because we’ve seen this decrease, and here, I’m 
doing a very conservative estimate of about $350,000.  Buddy mentioned, 
$250,000; that was something that we were looking at earlier.  Absolutely 
as these numbers are coming down, we could anticipate anything in the 
range of $250,000 to $350,000.  But, the point is that, if you, even at a 
maximum of $350,000 the revenue, the offset to any one company for 
those—from the income generated there is relatively small and is quite 
immaterial relative to the company share of CAR’s expenses.  So, we 
proposed it as a temporary solution to address the unfunded liability, 
which is such a concern.  And then, you know, revisit that as we go 
forward and those unfunded liabilities are addressed. 

 
Mr. Hofmann: Thank you, Nat.  Does that answer your question, Frank? 
 
Mr. Mancini: It does.  Thank you very much, Natalie.  Very thorough, very thorough.  I 

do have a couple of questions? 
 
Mr. Iannaco: Were you looking for the MAIP expense, I presume?  
 
Mr. Mancini: No, no, no, I just have a couple of questions.  How many—do you know 

off hand how many commercial agencies that have a commercial 
automobile assignment? 
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Mr. Hofmann: You mean commercial only, Frank? 
 
Mr. Mancini: No, no, no, just an assignment to one of the six servicing carriers? 
 
Mr. Iannaco: How many agents? 
 
Mr. Mancini: How many agencies have an assignment? 
 
Mr. Hofmann: Everybody does? 
 
Mr. Cahill: Now, well, you’ve got 1,750 that have certified producers in the MAIP, so 

your question is how many commercial… 
 
Mr. Mancini: How many of those? 
 
Ms. Wallace: Do you know that?  I’m asking John. 
 
Mr. Metcalfe: I don’t have an exact number, but I would expect it would be a little bit 

less than the 1,750, because some aren’t writing commercial business and 
haven’t requested a carrier.  I can get that. 

 
Mr. Hofmann: Is that okay, Frank? 
 
Mr. Mancini: Yup.  Yeah, that’s fine. 
 
Mr. Hofmann: Rich? 
 
Mr. Jones: To Joe’s point, I think we’re spending a lot of time talking about $200.  

It’s not a lot of money.  To Andy’s point, there is a selling feature to this 
to agents, because if you’re not an agent that has the benefit of sitting on 
these committees, you have no idea how this sausage gets made here.  So, 
I think there is a selling point to that. 

 
Mr. Vargas: I agree with that. 
 
Mr. Jones: To my friend, Mr. Cahill, from Beverly, he knows I’m going tax and 

spend liberal, but the concern I still have, and I don’t know the format that 
you would use to get to this.  And, I understand you just want to make it 
part of the budget process, I think I’m going to go back to what I said 
earlier, some kind of provision where this thing gets put in play and has a 
cap of, I don’t know, three years, five years, whatever, that it could only 
go down.  Because at some point in time, you’re going to have less 
agents; 1,750 could very easily be 1,200 or 1,300 in a few years.  And, I 
just think in the selling feature to agents, that, no offense, Natalie, but a 
condensed version of what you just presented, because after our board 
meeting the other night, a few agents did ask me, you know, what the hell 
is Hofmann up to?  What is he talking about?  And, I gave them a 
simplistic thing that, you know, in order for this thing to work, we all have 
to participate in the costs, whether you’re writing one policy or a hundred 
policies or more. We all have a responsibility to support, you know, what 
you’re doing here.  And, when I said that, and I said, geez, it’s only a 
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couple of hundred bucks, you know the sense was, well, okay.  But, 
agents do have other costs in addition to licensing.  It does cost agents 
more money today to place a piece of meaty business than it did with 
CAR.  So, it is an additional cost I think that the selling part to them is 
going to be very important, and knowing that it doesn’t become like a 
license fee where the governor could just come along and arbitrarily 
increase it at a future time, even though there may not be any need to.  I 
think that just helps in the presentation to agents.  That’s all. 

 
Mr. Hofmann: Well, if we decide to accept this conceptually, it would have to be a 

proposal that goes to the Budget Committee and the Governing 
Committee.  And, I would certainly think that, you know, it could be 
made on the basis that it’s, you know, three years, two years, whatever 
people think is appropriate.  With a time frame on it, you could certainly 
do that, or with the caveat that it must be reviewed each and every year as 
part of the approval of, you know, if we decide to do that.  So, I think you 
can take care of what your concerns are in the way it’s presented to the 
Budget Committee and to the Governing Committee when it has whatever 
restrictions on it you think are appropriate. 

 
Mr. Vargas: I had a question for Natalie.  Natalie, which function line did you say a 

third or half is… 
 
Ms. Hubley: MAIP. 
 
Mr. Vargas: Which one? 
 
Mr. Mancini: The MAIP.  The second one down is MAIP. 
 
Mr. Carpentier: $4 million. 
 
Mr. Vargas: $4 million. 
 
Ms. Hubley: The administration of the MAIP, I guess, I would argue, and please join 

in, and you know, it’s almost we service producers probably almost as 
much as we service companies in administering that function. 

 
Mr. Vargas: You’re saying it’s to what a third and half, that’s what your projection is? 
 
Ms. Hubley: That’s just my off the cuff observation; that’s not based on any analysis. 
 
Mr. Mancini: Sure. 
 
Mr. Vargas: Okay.  Thank you. 
 
Mr. Hofmann: So, if you take half of it, we’d be contributing $300,000 toward $2 million 

in the cost to use the approximate math that we’re talking about. 
 
Mr. Vargas: At this point I don’t want to know what the equation is. 
 
Mr. Hofmann: Yeah, I understand.  I didn’t think you did either, Joe. 
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Mr. Vargas: Good. 
 
Mr. Hofmann: Okay, Andy? 
 
Mr. Carpentier: And, you’re not including the taxi pool or the commercial Servicing 

Carrier costs? 
 
Ms. Hubley: No, I believe… 
 
Mr. Carpentier: You were just thinking of the MAIP. 
 
Ms. Wallace: Right. 
 
Ms. Hubley: No, it was my understanding that the Certification Fee was for the 

administration of the MAIP. 
 
Mr. Hofmann: Right. 
 
Mr. Mancini: Do you have any figures on what it cost to run the old ERP assigned pool 

or was it $4 million of the private passenger side of this operation?  Was it 
more?  Was it less? 

 
Mr. Iannaco: Well, you look at—right now, we didn’t isolate out the private passenger 

aspect.  If you look at what we have today—unfortunately, we don’t have 
enough sheets.  I don’t have it in front of me, the sheet that you’re looking 
at, but we’ve included overhead here, and we have allocated and 
unallocated costs here.  So, if you take the unallocated costs, that’s 
overhead, that’s our computers, our rent, our reception area, this room, 
etc., etc., etc.  So, that’s a big chunk of each individual expense that 
you’re looking at. 

 
Mr. Mancini: Yeah. 
 
Mr. Iannaco: So, I don’t know what the number says for private passenger. 
 
Mr. Mancini: It says a little over $4 million. 
 
Mr. Iannaco: For private passenger… 
 
Mr. Mancini: What I’m wondering is there for 2007… 
 
Mr. Iannaco: I was trying to get you to that point. 
 
Mr. Mancini: Oh. 
 
Mr. Iannaco: If you look at the private passenger expense and that pass out, which I 

don’t happen to have in front of me, it’s probably $2.5 million, maybe.  Is 
that what it says?  I don’t… 

 
Ms. Hubley: I don’t have it right there anymore. 
 
Ms. Wallace: It’s right there. 
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Mr. Iannaco: Oh, alright. 
 
Mr. Mancini: Private passenger liability. 
 
Mr. Iannaco: No, just the total expense. 
 
Mr. Mancini: $4 million for… 
 
Mr. Iannaco: The private passenger run-off piece. 
 
Mr. Mancini: Oh, the run-off? 
 
Mr. Iannaco: Yeah, it’s $2.1 million… 
 
Mr. Mancini: $2.1 million. 
 
Mr. Iannaco: including our unallocated expense, so if that—because it’s such a minimal 

effort now, but if—so, if we were to go back out to where it was, say four 
years ago, you would have to probably double that at least, conceptually, 
with resources that we’re talking about then versus today. 

 
Mr. Mancini: So, it’s costing less money to run the MAIP, than it did to run the… 
 
Mr. Iannaco: Well, that’s a quick guesstimate to try to figure out what we had for 

resource allocation five years ago.  So, you know, that’s a quickee. 
 
Ms. Hubley: Exactly.  But, this is based on CAR’s budget and then an estimate of how 

we allocate our resources.  Every year our, you know, we’re going to 
focus our attention in different areas.  And, hopefully as the MAIP is an 
ongoing process… 

 
Mr. Mancini: Sure. 
 
Ms. Hubley: we’ll be able to redirect our attention to some of the commercial issues.  

So, that’s a number that will shift from year to year.  You know prior to 
the MAIP, we had three functions, the commercial, private passenger, so 
you might have had a 33% break down on how we were expending our 
resources.  That number will change. 

 
Ms. Wallace: And I think, Frank, what you’re trying to balance is, you know, the ERP 

system versus the assigned risk system. 
 
Mr. Mancini: The cost of those. 
 
Ms. Wallace: The cost of that, I mean, certainly our interaction with producers under the 

ERP system was significantly different than what it is under MAIP, 
because much of the management of the ERP was done by the Servicing 
Carrier. 

 
Mr. Willis: That’s what I was going to say. 
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Ms. Wallace: And, now we have become responsible for that, because of the fact that 

the assigned risk producer is dealing with all of the carriers that are 
writing, and there is no central management with the Servicing Carrier 
any longer. 

 
Mr. Mancini: So, the Servicing Carriers are saving money? 
 
Mr. Carpentier: Yes. 
 
Ms. Wallace: Yes. 
 
Mr. Mancini: So, that’s where the… 
 
Mr. Carpentier: Yes. 
 
Mr. Hofmann: Andy, you have a comment you were going to make. 
 
Mr. Carpentier: I was going say exactly—I was going to ask the company folks if they 

agreed with the view that I had, that it was much costly for the companies 
to manage the ERP structure. 

 
Mr. Hofmann: This is a cost savings.  And, I think, you know, Bill, to go to your point, 

and again, you sat through the budget stuff.  I think, you know, CAR has 
done a great job looking at all of the expenses and reducing those as much 
as they can up to this point.  We still are in this transition.  And, until we 
get fully into the MAIP, I don’t think that we can—I don’t think there are 
expenses left on the table.  I’m saying that I think right now that we can—
that we’ve got to reduce… 

 
Mr. Cahill: That’s a subject of a whole other discussion. 
 
Mr. Hofmann: Well, it is, but and of course, you know, the budget was the time to bring 

up all of those.  If there were specific items that we thought we should… 
 
Mr. Cahill: Well, I think there were left over items from that discussion that are still 

being taken to point. 
 
Mr. Hofmann: Well, the personnel is the biggest item, okay. 
 
Mr. Cahill: Right. 
 
Mr. Hofmann: And, I understand that, and that’s being worked on.  And, I don’t know 

what the outcome of that will ultimately be.  But, don’t forget, we’re 
already part way into this budget process—cycle. 

 
Mr. Cahill: Right. 
 
Mr. Hofmann: So, that whenever we make a decision, who knows how much impact it 

will have on the current budget, okay, because we’re—everybody wants 
more into it. 

 



Transcript of Meeting - 30 - December 16, 2009 
Service Fees Subcommittee  
 
Mr. Carpentier: Well, we’ve already seen, off the top of my head, the budget drop by $1 

million from ’08 to ’09. 
 
Mr. Hofmann: That’s what I’m saying, yeah.  We’ve already looked at, you know, we’ve 

already done some, I think, some terrific work with reducing the 
expenses, but anyway.  Well, anybody have any other comments?  I think 
what we ought to be doing is, we’ve now got some information to look at, 
some things to look at, we’ve got people reflecting on different things. My 
suggestion is that we get this group back together maybe some time in 
January, and I’ll talk with Buddy about that and come back.  And, I would 
like to see us come to some resolution on these issues, that we either 
decide to do them or don’t do them, whatever the case might be, but not 
leave them out there hanging.  I know Buddy’s not, you know, real hot to 
trot on pushing these fees forward.  I think… 

 
Mr. Iannaco: Well, well, well—now, no, no.  We’ve already A, put into the play the 

administrative fee for the statistical agent. 
 
Mr. Cahill: Right. 
 
Mr. Hofmann: I understand. 
 
Mr. Iannaco: We just wanted to do an explanation of that fee.  And B, we also have 

already agreed that any penalty dollars that we receive that was at the 
Budget Committee… 

 
Mr. Hofmann: At the Budget Committee we agreed to that. 
 
Mr. Iannaco: and Governing Committee, we’d be allowed to use those dollars whatever 

they may be.  So, really the third issue really is the certification fee 
concept.  And again, and I think I’ve said and made my point clear three 
times, I don’t have to repeat that, so whatever this committee wants to do, 
we would do.  All that being said, I think this committee can decide if 
they think this proposal makes sense, if it makes sense, we bring it back to 
the Budget Committee because the Budget Committee ultimately is going 
to hear from us with any personnel recommendations, what the impact 
will be to the Budget Committee going forward, and you can put it 
together, so you can… 

 
Mr. Hofmann: Yeah, well I’d like to… 
 
Mr. Iannaco: settle in on that issue. 
 
Mr. Hofmann: What I’d like to do is get this group back together to decide on the Agent 

Certification piece one way or another, and then this will just be one more 
thing.  It will go to the Budget Committee.  I want to proceed with that 
and that’s because the big piece will be what the Personnel Subcommittee 
comes back with what suggestions they’ve got, and then we’ll go to the 
Budget Committee on the total piece. 

 
Mr. Iannaco: And, I just think in concept my view is that as we are looking at the 

benefit piece with this other committee, the Personnel Subcommittee, 
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ultimately, we’ll make some decisions, which we’ll report to the 
Personnel Committee, which will impact our budget.  And, I think then as 
we impact the budget and if there will be some cost reductions as a result 
of these initiatives, I think we want to go back to the Budget Committee.  
Because when we go back to the Budget Committee, we will be telling the 
Budget Committee that you in fact did approve a level funded budget, as 
you just said, for the remainder of Fiscal ’10, but it would appear that 
some initiatives will have taken place that will maybe reduce the overall 
costs associated with that budget.  They may want to discuss if there is 
some surplus what we do with those remaining funds.  And, we’d want to 
bring that back to the Budget Committee. 

 
Mr. Hofmann: Yeah, let’s wait until we get there. 
 
Mr. Iannaco: I think we’d want to tie it all up and say ultimately—and don’t forget, we 

did suggest and I think when we meet later, we’re going to put all 
Governing Committee meeting members on the Budget Committee, again, 
so everyone knows… 

 
Mr. Hofmann: Yeah, what’s going on, yeah. 
 
Mr. Iannaco: they can participate, so we can save a lot of time, because we want to keep 

this process flowing. 
 
Mr. Hofmann: Yup.  I agree. 
 
Mr. Iannaco: And, half the members here are on the Governing Committee anyway, if 

not all, except for Frank. 
 
Mr. Hofmann: Mr. Jones? 
 
Mr. Jones: Off the Record.  It’s really not a big deal.  I get four auto companies, each 

one gets an invoice for $50, and the one or two that don’t pay, get shut off 
from new business for awhile.  Other than that, it’s not that complicated. 

 
Mr. Carpentier: Well, you know, if I were to do another informal survey, I would be sure 

to include our tax and spend representative from the North Shore. 
 
Mr. Jones: Well Bill knows about it. 
 
Mr. Hofmann: Anybody have any other… 
 
Mr. Mancini: Can I just ask what the time table is on this? 
 
Mr. Hofmann: Some time in January, we’re going to get this group back together. 
 
Mr. Mancini: What’s the time table to get to the full… 
 
Mr. Hofmann: We’ve got to wait until the Personnel Subcommittee comes back. 
 
Mr. Iannaco: Well, eventually we would go back to the Budget Committee.  We’d flip 

back to the Budget Committee and ultimately then report back to the 
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Governing Committee to commence with this type of a process.  So it 
would either be in the February meeting or the April meeting. 

 
Mr. Mancini: What is CAR’s fiscal year?  Is it calendar year? 
 
Mr. Iannaco: October 1. 
 
Mr. Hofmann: October 1. 
 
Mr. Mancini: So, we’re talking about… 
 
Mr. Iannaco: So October 1 in FY ’10, yes. 
 
Mr. Mancini: So, we’re talking about a budget that would begin in October. 
 
Mr. Iannaco: We’ve already commenced our Budget for CAR October 1st.  So, any 

revenue dollars that come in, would come in during Fiscal ’10, which is 
through September 30th of 2010.  So, if we had… 

 
Mr. Mancini: So, this would be for this budget? 
 
Mr. Hofmann: This could be, could be. 
 
Mr. Iannaco: this budget process. 
 
Mr. Hofmann: Depending upon we decide to do on it. 
 
Mr. Mancini: Okay.  Thank you. 
 
Mr. Hofmann: Bill, motion to dismiss? 
 
Mr. Cahill: So moved. 
 
Mr. Hofmann: All in favor, aye. 
 
All Committee Members: Aye. 
 
Mr. Hofmann: Thank you. 
 
 
(Meeting ended at 11:27 a.m.) 
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INITIAL TRANSCRIPTION WITH REVIEW AND INDEXING BY KIM TOBIN, COMMONWEALTH AUTOMOBILE 
REINSURERS. 

THE ABOVE PROCEEDINGS HAVE BEEN TRANSCRIBED IN ACCORDANCE WITH CAR’S GUIDELINES FOR 
PRODUCING QUALITY TRANSCRIPTS, WHICH PROVIDE FOR THE ELIMINATION OF INSIGNIFICANT MATERIAL 
THAT DOES NOT ALTER THE SUBSTANCE OF THE COMMITTEE’S DISCUSSIONS, SUCH AS SIDEBAR 
COMMENTS, THE USE OF VERBAL FILLERS (I.E., UHM’S AND AH’S), AND COMMENTARY (I.E., “LAUGHTER” 
AND “COUGHING”). 

EFFECTIVE APRIL 1, 2005, ANY PARTY REQUIRING A VERBATIM TRANSCRIPT OF A PARTICULAR MEETING 
SHOULD SUBMIT A REQUEST TO CAR FIVE BUSINESS DAYS IN ADVANCE OF THE SCHEDULED MEETING SO 
THAT CAR CAN COORDINATE THE TRANSCRIPTION WITH A COURT STENOGRAPHER.  CHARGES FOR THIS 
SERVICE WILL BE BORNE BY THE REQUESTING PARTY, AND A COPY OF THE TRANSCRIPT WILL BE 
RETAINED BY CAR.  ALTERNATIVELY, THE PROCEEDINGS OF COMMITTEE MEETINGS ARE AVAILABLE ON 
CD-ROMS AT NO CHARGE.  TO REQUEST THESE SERVICES, PLEASE COMPLETE THE TRANSCRIPT SERVICES 
REQUEST FORM ON OUR WEBSITE AT WWW.COMMAUTO.COM OR EMAIL KIM TOBIN AT 
CAR_DISTRIBUTION@COMMAUTO.COM. 

 

 
 

 
RALPH A. IANNACO 
President 
 

Note: This Transcript has not been approved.  It will be considered for approval at the next meeting of 
the Service Fees Subcommittee. 
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Boston, Massachusetts 
February 16, 2010 
 
 
 



Transcript of Meeting - 34 - December 16, 2009 
Service Fees Subcommittee  
 

 

ATTACHMENT LISTING 
  

Docket SFS09.02, Exhibit #1 

Docket SFS09.04, Exhibit #1 

Docket SFS09.04, Exhibit #2 

Attendance Listing 

Administrative Expense Allocation by Function Report 

Historical Penalty Assessments 

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 
 



CAR DOCKET #SFS09.01
 EXHIBIT #1

PAGE 1 OF 2



CAR DOCKET #SFS09.01
 EXHIBIT #1

PAGE 2 OF 2



CAR DOCKET #SFS09.04
 EXHIBIT #1

PAGE 1 OF 1



CAR DOCKET #SFS09.04
 EXHIBIT #2

PAGE 1 OF 1


	SFS - 09.03 - Producer Certification Fee
	SFS - 09.04 - Penalty/Service Fee Program
	Attachment Listing


<<
  /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


