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BULLETIN NO. 1227

PROPOSED CHANGES TO THE RULES OF OPERATION

At its meeting of September 15, 2026, the Governing Committee voted unanimously to amend Rule
29 — Assignment Process of the CAR Rules of Operation by modifying the language as indicated on the
attached copy. The filing letter, which includes an explanation of the Rule changes, is attached for your
information.

This Bulletin, with a copy of the proposed changes to the Rule, is being furnished to every Member
Company, each association of insurance producers, and the Public Protection Division of the Office of the
Attorney General as required in Article X of the Plan of Operation. Any Member Company, association of
insurance producers, or the Attorney General may request a public hearing within five days of receipt of
the bulletin and filing letter, as provided by Article X of the Plan of Operation.

The proposed Rules shall become effective upon the written approval of the Commissioner or upon

the expiration of 30 days after filing, provided the Commissioner has not previously disapproved the Rule
in writing.

ROBIN TIGGES
Executive Administrative Specialist

Attachment
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Honorable Michael T. Caljouw
Commissioner of Insurance
Massachusetts Division of Insurance
One Federal Street, Suite 700
Boston, MA 02110-2012

[delivered via email]

Proposed Changes to the CAR Rules of Operation

Dear Commissioner Caljouw:

In accordance with the provisions of Article X of the Plan of Operation, and at the direction of the
CAR Governing Committee, I hereby file proposed amendments to CAR Rule of Operation 29, Section D
titled Credit Programs. A copy of the proposed amendments is attached hereto, and is being furnished to
every Member Company, the two associations of insurance producers, and the Public Protection Division
of the Office of the Attorney General, as required by Article X of the Plan of Operation. Changes are shown
by deleting and adding language as reflected on the attached copy. The remainder of the Rule is unchanged.

Description of Proposed Amendments

Rule 29.D.1. Voluntary Credit:
e Part a. is modified to remove the unneeded date reference.
e Partb. is modified to correct references to the appropriate sections of the Rule

Rule 29.D.2. Amount of Credits

o Incorrect references are modified to refer to the appropriate sections of the Rule.

e The description of the annual review of credit factors is modified to enable periodic
adjustment of thresholds for credit eligibility and credit factors to reflect current market
conditions, thus more appropriately recognizing disproportionate representation in the
residual market. Language is also added to enable tempering of indicated credit factors to
mitigate market disruption, such as those adjustments made to ensure credit factors for the
so-called DOI territories are not reduced below 1.0.

e Residual market groups and associate credit factors are redefined based on current residual
market shares.

Rule 29.D.3. Credit Factors
e Proposed credit factors for policies effective April 1, 2027 and later have been added. The
proposed credit factors result in a 21.9% increase in credit-eligible exposures and a 22.3%
increase in available credit premium.




Explanation

Quota share credit factors have remained constant since 2015. CAR’s Actuarial Committee, in its
deliberations to evaluate the formula indications for 2016 using the methodology codified in Rule 29, noted
that the steady reduction in the size of the residual market results in a need to recalibrate the measure of
disproportionate representation. Each year since, the Committee reiterated this position, noting that without
such adjustment to the model, some class/territory cells with apparent need for credit incentives remain
ineligible for credits.

In January 2016, after reviewing various models designed to address this objective, the Committee
selected a model that reduced from 5.0% to 3.5% the market share threshold indicating disproportionate
representation and triggering a credit. The reduction to the threshold was commensurate with the reduction
in the size of MAIP since 2012 when the algorithm was originally adopted. This model enabled the
Committee to realign credit incentives among class/territory cells to add credit in market segments that are
disproportionately represented in the residual market and to reduce credit in areas where improvement was
sustained. The resulting proposal yielded an estimated 22.6% decrease in credit-eligible exposures and
21.4% decrease in available credit premium.

After a hearing on the proposed 2016 credit offer, the Commissioner disapproved the Rule 29
amendments and ordered that the credits factors remain unchanged from the prior year. The Commissioner
stated that those opposed to the amendments expressed concern with the proposed elimination of credits
for experienced operators in Lowell, Lynn and Brockton, which are three of the eleven communities cited
as having consistently been represented in MAIP at twice or more the statewide average (commonly
referred to as the DOI territories). The Commissioner noted that outcome of the proposal would adversely
affect consumers and producers living and operating agencies in those communities. The Commissioner
further remarked that any reconsideration of credit eligibility should give careful attention to its effect on
consumers and small businesses in affected cells.

In 2018, recognizing concerns expressed by certain committee members, the Commissioner, and
the Office of the Attorney General, the Actuarial Committee’s proposal used the algorithm codified in Rule
29, but selected only 20% of any indicated credit factor reductions to enable careful study of the impact to
consumers and producers. The proposal would result in a 0.2% increase in credit-eligible exposures and a
15.5% decrease in available credit premium. After a public hearing, the Commissioner was not persuaded
that the proposal would properly address the disparities between the percentage of MAIP risks in the DOI
territories and the statewide average, nor that the proposal would replicate the success of the current credit
system in reducing the overall size of the MAIP.

In the ensuing years, the Committee continued to consider the need to recalibrate the measure of
disproportionate representation to introduce credits where there is indicated need. However, the Committee
recognized the decreasing MAIP market share and, in light of the comments in recent credit decisions,
agreed that a change in credit eligibility would likely be disapproved.

As the market emerged from the COVID-19 pandemic, the Committee observed a reversal in
residual market trends. By September 2023, the Committee noted that due to voluntary rate increases
lagging behind rising loss costs, companies had been reluctant to write new business. Further, committee
members noted that the absence of meaningful MAIP rate changes resulted in attractive MAIP rates and
contributed to a growth in the residual market. Due to the instability caused by these conditions, which
some members recognized as a temporary market correction, the committee did not propose changing credit
factors at that time. Instead, the Committee agreed on the importance of monitoring the market conditions
and their impact on the size of the residual market.



As the market stabilized over time and assignment volumes decreased again, the Committee
discussions revisited the need to recalibrate the measure of disproportionate representation to allow for the
addition of credits in areas with indicated need. Committee members noted that MAIP market shares in
some territories exceed some DOI territories without a credit incentive to encourage voluntary writings.
Certain members stated that the stagnant credit structure serves only to provide predictability rather than to
incentivize insurers to write voluntarily where there is indicated need. In September 2024, the Committee
agreed to evaluate several alternative models to address that need. In 2025, the Committee evaluated 9
models designed to recalibrate the measure of disproportionate representation and/or temper the various
indications to mitigate market disruption. Some were hesitant to increase the volume of available credit
premium in a small and shrinking MAIP, but due to the continued concern relating to constraints on
reducing credits in the eleven DOI territories, the Committee realized credit incentives could only be
introduced where needed if available credit premium were allowed to increase. Following robust
discussions, the Committee ultimately recommended no change for 2026 and agreed to continue monitoring
the market for an additional year.

After continued discussion and deliberation concerning an April 1, 2027 credit offer, the Committee
agreed on a model similar to the one it proposed in January 2016, with two distinct differences. That is, to
mitigate the impact on customers and producers living and doing business in the eleven DOI territories, the
Committee set a minimum credit factor of 1.0 in cells comprising these territories that would otherwise
indicate elimination of credit. Further, to address concerns raised by some committee members regarding
the extent of the increase in available credit premium, the Committee reduced the market share threshold
triggering a credit by one-half of the proportionate reduction in overall residual market share since 2012.

The proposed credit factors result in an estimated 21.9% increase in credit-eligible exposures and
a 22.3% increase in available credit premium. After careful deliberation, the Committee concluded that the
proposed credit offer satisfies the dual objectives to control the size of the residual market and to enhance
the prospects that no class or territory is disproportionately represented in the residual market while
mitigating negative impacts on affected communities. The proposed Rule amendments were unanimously
approved by the Actuarial Committee and later by the Governing Committee.

Respectfully,

N ke, (2 G Heggnr
Natalie A. Hubley ]
President

Attachments: Proposed Amended Rule 29

cc: Margaret Barao — Counsel to the Commissioner
Massachusetts Urban Agents Association, Inc.
Massachusetts Association of Insurance Agents
Public Protection Division — Office of the Attorney General
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A. Assignment of Applications

The MAIP shall randomly assign applications that are eligible for
coverage based on each Member’s individual Quota Share. A
Member’s Quota Share shall reflect that Member’s proportion of Private
Passenger Motor Vehicle MAIP premiums that its respective voluntary
private passenger property damage liability direct written exposures
bears to the statewide total of voluntary private passenger property
damage liability direct written exposures of all companies in the state.

. For the purpose of such distribution as described above: 1) voluntary

private passenger property damage liability direct written exposures;
and (2) private passenger MAIP premiums shall be defined as below:

a. Voluntary private passenger property damage liability direct written
exposures shall be the number of private passenger property damage
liability car years written by the company for the most recent 12
months, regardless of the type of Motor Vehicle Insurance policy
under which such property damage liability car years are written,
excluding private passenger liability car years written through the
MAIP.

For policies effective March 31, 2021 and prior, exposures for
motorcycles, snowmobiles, and electric motor vehicles will be
adjusted by a factor of 0.33.

For policies effective April 1, 2021 and subsequent, exposures for
motorcycles and snowmobiles will be adjusted by a factor of 0.33.

As of calendar date April 1, 2021, exposures for specialty and classic
cars and specialty and classic motorcycles will be adjusted by a
factor of 0.33.

b. For the purpose of establishing the Quota Share of a Newly Writing
Company that becomes eligible for appointment as an ARC
pursuant to Rule 30 before that Member is required to submit
detailed statistical data under the provisions of the Massachusetts
Private Passenger Automobile Statistical Plan, the Member is
required to report interim summary data pursuant to Section B.

c. Private Passenger Motor Vehicle MAIP premiums shall be
developed from the MAIP rates and rating plan as follows:

Quota Shares determined using statistical data as of the May 2026
accounting submission and prior shall include the total of 20/40
bodily injury (including guest), $100,000 property damage liability,
and $8,000 personal injury protection manual premiums excluding
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subsidies calculated using MAIP cost-based rates and adjusted for
the MAIP merit rating plan for Private Passenger Motor Vehicle
MAIP insureds and any risk voluntarily insured that is eligible for
premium credits allowed pursuant to this Rule.

Quota Shares determined using statistical data as of the June 2026
accounting submission and subsequent shall include the total of
25/50 bodily injury (including guest), $100,000 property damage
liability, and $8,000 personal injury protection manual premiums
excluding subsidies calculated using MAIP cost-based rates and
adjusted for the MAIP merit rating plan for Private Passenger Motor
Vehicle MAIP insureds and any risk voluntarily insured that is
eligible for premium credits allowed pursuant to this Rule.

2. MAIP will assign applications to the most undersubscribed Member as

defined by the ratio of the Member’s assigned MAIP premium to the
Member’s credit-adjusted Quota Share. In the event this ratio is the
same for two or more Members, MAIP will assign the application to the
most undersubscribed of those Members based upon the difference
between each Member’s assigned MAIP premium and its credit-
adjusted Quota Share. All assignments are subject to the distribution
restrictions relative to the assignment process pursuant to Section E.
After assignment, MAIP will update the accumulated assigned MAIP
premium and recalculate each Member’s ratio of assigned MAIP
premium to credit-adjusted Quota Share.

. Quota Share Adjustment

The MAIP shall adjust the assigned premium Quota Share of each
Member monthly, in order to correct for the amount of previously
assigned MAIP premium which was less than or in excess of each
Member’s appropriate share of total MAIP premium, for the amount of
premium connected with reversed assignments due to non-payment or
insufficient funds, and for the amount of premium associated with
MAIP risks moving to the voluntary market or adjustments for any
applicable credits. On a monthly basis, the MAIP shall notify each
Member of its market share and premium Quota Share adjustments.

To determine the current premium Quota Share of a Newly Writing
Company that becomes eligible for appointment as an ARC pursuant to
Rule 30.A.1. before that Member is required to submit detailed
statistical data under the provisions of the Massachusetts Private
Passenger Automobile Statistical Plan, the Member is required to report
interim summary data to CAR. The Member shall begin reporting
summary data no later than 45 days after the close of the month of the
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Member’s initial Private Passenger Motor Vehicle Insurance rates and
rate manual effective date. The Member will be required to report
written private passenger property damage liability car months of
exposure by CAR identification code, policy effective month, territory,
classification, and merit rating status as defined in the Massachusetts
Private Passenger Automobile Statistical Plan. Monthly summary data
will be reported thereafter until the Member commences reporting
detailed statistical data to CAR.

. Assisnment Period

. An Eligible Risk shall be insured by a designated ARC for a period of

three consecutive years.

At the expiration of the three-year assignment period, the designated
ARC may offer to write the policy on a voluntary basis, or may non-
renew the policy.

. If the designated ARC intends to non-renew the policy at the end of the

three-year assignment period the following procedures shall apply.

On or about the first business day of the month, the designated ARC
will distribute to the ARP a list of policies that the ARC does not intend
to renew and which will expire during the month at least 120 days from
the distribution date, thereby providing the ARP an opportunity to seek
replacement coverage in the voluntary market. If replacement coverage
is obtained for the risk, the ARP shall submit a Notice of Transfer of
Insurer to the former ARC identifying the new carrier.

No less than 60 days prior to the expiration date, if replacement
coverage is not obtained for the Eligible Risk, the ARP shall submit an
application to the MAIP. The application will be assigned to a Member
such that the designated ARC is different than the former ARC. Upon
receiving the assignment, the ARP shall submit a Notice of Transfer of
Insurer to the former ARC identifying the newly designated ARC. A
down payment is not required and upon receipt of the application, the
newly designated ARC will bill the applicant for 20% of the premium
to be charged, which shall be the lower of the MAIP premium or the
voluntary premium for which the applicant qualifies. The pre-
inspection requirement shall be waived provided that the vehicle(s) to
be insured is the same as the vehicle(s) insured under the previous
policy.

If a Notice of Transfer of Insurer is not received, the designated ARC
will issue a Notice of Expiration of Policy Assignment to the named
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insured at least 45 days prior to the expiration date with a copy sent to
the ARP.

Upon receipt of the Notice of Expiration of Policy Assignment, the
Eligible Risk may reapply for coverage through the MAIP. Such
reapplication shall be considered a new business application, and the
Eligible Risk shall be assigned to a different Member such that the
designated ARC is different than the former ARC.

In the case of a non-resident military person, pursuant to Rule 26.A.1.c.,
the designated ARC need not renew if at the time of the renewal the
policyholder is stationed in another state and his motor vehicle is not
registered in Massachusetts.

. Credit Programs

Credits shall be reviewed annually and submitted to the Commissioner
for approval. Any premium credited under this Rule that in aggregate
exceeds 100% of the overall Quota Share may not be credited against
the Quota Share.

. Voluntary Credit

a. For polices with clfective dates ol April 1. 2017 and subscquent. a

A Member shall receive a credit for any exposure that it insures
voluntarily in the territory and operator classes pursuant to Sections
D.2.and D.3.

b. Credit shall be applied to the Member’s Quota Share pursuant to
Section C. for the appropriate premiums pursuant to Sections ED.2.
and ED.3.

. Amount of Credits

Members shall receive credit for each exposure written voluntarily
pursuant to Section £D.1.b. in the territory and operator classes listed in
Section £D.3. The amount of credit shall equal the annual Private
Passenger Motor Vehicle MAIP premium for the risk as if it has been
insured through the MAIP, multiplied by the appropriate factor as
displayed in the policy effective date tables.
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The factor will be determined-evaluated based on a review of the three
most recent prior years of residual market share data, by territory and
operator class. Credit eligible groups will be defined by ranges of
residual market shares adjusted periodically to reflect current market
conditions. sandIndicated credit factors will be calculated established
in accordance with the feHewing—criteria_in the table below.
:Consideration may be given to temper indicated credit factors for
individual class/territory cells to mitigate potential market disruption.

e Slhoreamee Laetor
0 0:0%—4.9% 000
1 5:0%-7.9% 100
2 80%—10.9% 100
3 B T 100
4 17.0%-22.9% 125
5 e 150
6 I 175
7 e 2.00
8 B 225
9 47.0%—100.0% 2.50

Residual Market
Share Range
Residual - — Voluntary
Market Group - — Credit Factor
0 0.0% 4.2% 0
1 4.2% 6.6% 1
2 6.6% 9.1% 1
3 9.1% 14.1% 1
4 14.1% 19.1% 1.25
5 19.1% 24.1% 1.5
6 24.1% 29.1% 1.75
7 29.1% 34.0% 2
8 34.0% 39.0% 2.25
9 39.0% 100.0% 2.5
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3. Credit Factors

The following factors are applicable for policies with effective dates of

Apri152017-and subsequentMarch 31, 2027 and prior.

Operator Class
Territory | 10 15 17 18 20 21 25 26 30 | M/M*
01
02 1.00
03 1.00
04 1.00
05 1.00
06 1.00
07 1.00 1.00
08 1.00 1.00
09 1.00 1.00 | 1.00
10 1.00 1.00 | 1.00
11 1.00
12 1.00 1.00
13 1.00 1.00 | 1.00 1.00
14 1.00 1.00 | 1.00 | 1.00 1.00
15 1.00 1.25 | 1.00 | 1.00 1.00 | 1.00
16 1.00 1.00 1.50 | 1.00 | 1.00 1.00 | 1.00
17 1.00 1.25
18 1.00 1.00 | 1.00 | 1.25 | 1.00 | 1.00 1.00
19 1.00 1.00 | 1.00
20 1.00 1.00 1.50 | 1.00 | 1.00
21 1.00 | 1.00 | 1.00 1.75 | 1.00 | 1.00 1.00
22 1.00 | 1.00 | 1.00 | 1.00 | 1.75 | 1.00 | 1.00 | 1.00 | 1.00 | 1.00
23 1.00 1.25 1.00 1.00
24 1.00 | 1.00 | 1.00 1.00
25 1.00 1.00 1.00
26 1.00 1.50 | 1.00 | 1.00 1.00
27 1.00
40 1.00 1.00 | 1.00 | 1.50 | 1.00 1.00
41 1.00 1.00 | 1.00 | 1.00 | 1.00 1.00
42 1.00 1.00 1.25 | 1.00 1.00
43 1.00 1.00 1.25 | 1.00 | 1.00 1.00
44 1.00 1.00 1.50 | 1.00 | 1.00 1.00
45 1.00 1.00 1.25 | 1.00 | 1.00 | 1.00 1.00
929

* Motorcycle and Miscellaneous Classes
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The following factors are applicable for policies with effective dates of
April 1, 2027 and subsequent:

Operator Class
Territory | 10 15 17 18 20 21 25 26 30 | M/M*
01 1.00
02 1.00
03 1.00 1.00
04 1.00
05 1.00 1.25
06 B 1.00 1.00
07 1.00 1.25
08 1.00 1.00
09 B 1.00 1.00
10 1.00 1.25 | 1.00 | 1.00
11 1.00 1.00
12 ) 1.00 1.00
13 1.00 1.25 | 1.00 | 1.00
14 1.00 1.00 1.25 | 1.00 B
15 1.00 1.00 1.25 | 1.00 | 1.00
16 1.00 1.00 1.25 | 1.00 | 1.00 1.00 1.00
17 1.00 1.00
18 ) 1.00 1.00 ) 1.00
19 1.00 1.00 B 1.00
20 1.00 1.00 1.50 | 1.00 | 1.00
21 1.00 | 1.00 | 1.00 1.50 | 1.00 | 1.00 ) . 1.00
22 1.00 | 1.00 | 1.25 | 1.00 | 1.50 | 1.00 | 1.00 | 1.00 | 1.00 1.00
23 1.00 1.00
24 ) 1.00 1.00 B 1.00 B B .
25 1.00 1.00
26 1.00 1.25 | 1.00 | 1.00 1.00
27 ) ) 1.00 B B B B B
40 1.00 1.00 | 1.00 | 1.50 | 1.00 | 1.00 1.00
41 1.00 1.25 | 1.00 | 1.25 | 1.00 | 1.00 1.00
42 1.00 1.00 ) 1.25 | 1.00 | 1.00 B B 1.00
43 1.00 1.25 1.50 | 1.00 | 1.00 1.00 1.00
44 1.00 1.75 | 1.00 | 2.00 | 1.00 | 1.00 | 1.00 | 1.00
45 1.00 1.00 ) 1.50 | 1.00 | 1.00 | 1.00 | 1.00 1.00
99
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4. Take-Out Credit

A Member shall receive credit for each exposure previously insured
through the MAIP or that had been ceded to CAR (CAR ID Codes 4 and
5) that it writes voluntarily at the expiration of that policy. A Member
may receive a credit for the first year in which an Eligible Risk is written
voluntarily after the expiration of the policy previously issued through
the residual market.

The value of a take-out credit shall equal the annual Private Passenger
Motor Vehicle MAIP premium pursuant to Section A.1.c., that the risk
would have been charged if he had been insured through the MAIP,
multiplied by a factor of 1.0. Take-out credits are applied in addition to
any voluntary credit(s) pursuant to Section D.

To qualify for take-out credit, all of the following requirements must be
met:

a. The Member must provide proper notification prior to the expiration
of the policy;

b. The voluntary policy must be in effect for at least 90 days;

c. The kinds and amounts of coverage to be offered to a voluntary risk
shall at least equal those in the policy being replaced,;

d. The Member shall be required to submit an approved monthly
reporting form to the MAIP for all policies qualifying for credit
during the month and to submit supporting data to the MAIP upon
request; and

e. The Member shall, if requested by the MAIP, agree to a physical
audit of its records to substantiate the credits and exposures stated
in the monthly report. The executed request for credit form must be
submitted to the MAIP by the last day of the fourth month following
the effective date of the policy.
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E. Distribution Restrictions

Distribution shall be made on the basis that any applicant eligible for
assignment under the MAIP Rules shall be assigned or reassigned to any
Member with a Quota Share, subject to the following restrictions:

. No risk shall be assigned to more than one Member.

. Reassignment to Prior Member

In the case where an applicant or policyholder has been cancelled for
non-payment of premium, or has an outstanding premium balance due
a Member and is otherwise eligible for placement through the MAIP
pursuant to G.L. c¢. 175, § 113H, the applicant or policyholder is
ineligible for assignment to another Member, and will be assigned to
that same Member such that the policy premium deposit will be applied
first to the outstanding premium due, and any remaining deposit balance
will be applied to the new policy.

. Accruing, Buying, Selling or Transferring Credits

. Eligibility

a. Assigned Risk Companies may accrue excess credits.

b. ARCs may sell, transfer, or buy excess credits to or from other
ARC:s in accordance with the procedures below.

Operational Procedures

CAR will calculate the volume of excess credit premium eligible for
transfer, if any, for each ARC on a monthly basis. This calculation will
be performed in conjunction with the monthly updates to CAR’s
statistical database.

. Notification of Intent to Transfer Credits

Assigned Risk Companies shall report to CAR within 30 days the
execution of any agreement by the ARC to purchase, sell or transfer
excess credits. An ARC shall notify CAR by submitting the prescribed
authorization form to CAR. The terms of any such agreement must be
reviewed by CAR and found to be consistent with CAR Rules.





