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Members Present

Ms. Erin Cummings— Chair Norfolk and Dedham Group

Ms. Kerri Boutin (V Risman Insurance Agency, Inc.

Ms. Sarah Cast @ Allstate Insurance Company

Mr. Thomas Harris Quincy Mutual Group

Ms. Annmarie Hassan Arbella Insurance Group

Ms. Nicole Martorana FBInsure, LLC

Ms. Sharon Murphy Acadia Insurance Company

Mr. Christopher Taylor The Hanover Insurance Company

Ms. Brenda Williams MAPFRE U.S.A. Corporation

Substituted for:

(U'Mr. Henry Risman
@ Ms. Kara Boehm

Not in Attendance:
Mr. Barry Tagen, Pilgrim Insurance Company

23.01 Records of Previous Meeting

On a roll call vote, the Committee unanimously voted to approve the Records of the Compliance
and Operations Committee meeting of November 1, 2023. The Records have been distributed and are on
file.

24.04 Informational Items

Ms. Wendy Browne notified the Committee that there were no action items at the November 140,
2023 Governing Committee meeting pertaining to the Compliance and Operations Committee.



24.05 Compliance Audit Program

Mr. Matthew Hirsh presented Hybrid Audit (HAP) results for USAA. He stated that USAA has a
Limited Assignment Distribution Agreement (LADA) with Pilgrim Insurance and thus the audit sample
included data reported by both USAA and Pilgrim.

For sampled Pilgrim policies, the audit scope included $240,000 in written premium. Associated
loss dollars, including paid losses and allocated loss adjustment expenses, totaled $679,000. Mr. Hirsh noted
that there were no recurring statistical reporting issues identified in the MAIP sample, and that Pilgrim was
compliant with the Lane-Bolling statute, with the Claims Performance Standards review, and with the STU
evaluation, including providing CAR with the required CAR Rule 32.C.2. SIU-completed audits of
garaging and policy facts.

For sampled USAA policies, the audit scope included $602,000 in written premium. Associated
loss dollars, including paid losses and allocated loss adjustment expenses, totaled $725,000. Mr. Hirsh noted
six recurring statistical reporting premium-related issues and six recurring statistical claims-related issues
not in compliance with the Statistical Plan. He also indicated that USAA was compliant with the Claims
Performance Standards review, and with the SIU evaluation, including providing CAR with the required
CAR Rule 32.C.2. SIU-completed audits of garaging and policy facts.

Mr. Hirsh noted that while USAA did have several recurring issues identified, including
unverifiable Towing & Labor losses due to the insufficient level of documentation provided, overall quota
share and ratemaking results did not meet the benchmark to be moved into the yellow light value of the
traffic light assessment rating system described in the ARC Procedures Manual. Staff therefore
recommended a green light assessment of USAA’s audit results, indicating that no further auditing is
required, and that the ARC remain in the five-year Hybrid Audit schedule. Mr. Hirsh advised that staff
would reevaluate the validity of USAA’s Towing & Labor documentation by reviewing a minor sample of
towing losses in February of 2025. On a roll call vote, the Committee voted unanimously to accept the audit
report with no further auditing and directed staff to retest USAA’s unverifiable Towing & Labor losses in
February of 2025 to determine if the level of documentation is sufficient.

Mr. Mark Alves presented focus audit results of Electric Insurance that considered the ARC’s
compliance to the statutory requirement applicable to the Special Investigative Unit (SIU). He noted that
this was the third audit of Electric in the current cycle, and Electric was determined not in compliance in
both previous audits. Prior to the start, Electric confirmed that it retained its contract with Allied Universal
Solutions (AUS) as a third-party compliance and investigations vendor to maintain all the reporting and
investigatory responsibilities on behalf of Electric. Both AUS and Electric confirmed that no referrals to
the SIU for investigation occurred within the audit period and that Electric intended to achieve compliance
using the alternative methodology. This methodology was developed from committee direction to provide
another path toward compliance for those ARCs experiencing difficulty reaching the required minimum of
25 referrals.

CAR sampled 25 fraud indicator closed paid loss reviews completed by AUS as required by the
methodology. The comprehensiveness of the completed reviews was the focus of the CAR audit. CAR
noted that the loss payment reviews demonstrated appropriate detail and commented on claim supporting
documentation from a special investigation perspective. CAR staff initially disagreed with the AUS analysis
on six of the 25 reviewed claims, pointing out residency or garaging issues as possible fraud indicators that
were not sufficiently detailed in the original documentation. However, three were subsequently changed to
compliant because AUS was able to support that each policyholder was a longtime Electric customer living
in other neighboring states that either moved to Massachusetts or purchased a second home in
Massachusetts in 2022. Electric’s final compliance rate of 88% exceeded the 80% benchmark noted in the
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Measurements and Penalties section of the Performance Standards. Staff recommended a green light
assessment of Electric’s focus audit results, indicating that no further auditing is required, and that the ARC
return to the five-year Hybrid Audit schedule. On a roll call vote, the Committee voted unanimously to
accept the audit report without further consideration.

MATTHEW HIRSH
Compliance Audit Supervisor

Boston, Massachusetts
February 2, 2024
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COMPLIANCE AND OPERATIONS COMMITTEE MEETING

Individual’s Name

MEETING ATTENDEES
JANUARY 31, 2024

Company / Agency
PLEASE PRINT

Sarah Cast

Allstate Insurance Group

Erin Cummings

Norfolk and Dedham Group

Thomas Harris

Quincy Mutual Group

Annmarie Hassan

Arbella Insurance Group

Nicole Martorana

FBInsure, LLC

Sharon Murphy

Arcadia Insurance Company

Kerri Boutin

Risman Insurance Agency, Inc.

Christopher Taylor

The Hanover Insurance Company

Brenda Williams

MAPFRE U. S. A. Corporation

Benjamin Hincks

TSH & D — CAR Counsel

Steven Torres

TSH & D — CAR Counsel

Laura Poulin MAIA

Mark Alves CAR Staff
Wendy Browne CAR Staff
Peter Bertoni CAR Staff
Matthew Hirsh CAR Staff
Tiffany Manning CAR Staff
Virginia Plasse CAR Staff
Katy Proctor CAR Staff
James Robery CAR Staff
Lynne Rosenburg CAR Staff
Alison Ruggiero CAR Staff
Robin Tigges CAR Staff
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