
 

 
 
 
 

ADDITIONAL INFORMATION 
 
 

TO MEMBERS OF THE MARKET REVIEW COMMITTEE 
 
 

FOR THE  MEETING OF:  
 

Wednesday, May 11, 2016 at 10:30 a.m. 
 
 

MR 
16.03 Calianos Insurance Agency/The Commerce Insurance Company 
 
 At the April 7, 2016 meeting of the Market Review Committee, the Committee agreed to keep the 
record of this agenda item open for an additional 45 days, in order to provide the parties involved with 
additional time to address matters involving allegations made by the Calianos Insurance Agency 
concerning commissions due for a period that extends from April 2008 through April 2016, and the 
improper investigation of the agency by Commerce Insurance Company.   
 

In order to provide the parties with sufficient time to provide documentation, the matters to be 
discussed under this agenda item have been postponed to the next meeting of the Market Review 
Committee, which is scheduled for May 20, 2016.  The meeting notice will be distributed in accordance 
with CAR’s meeting distribution policy.   
 
 
MR 
16.04 Rapo and Jepsen Insurance Services, Inc./Arbella Mutual Insurance Company 
 
 Attached is additional information from the Arbella Mutual Insurance Company and Mr. Joshua 
Lewin, representing the Rapo and Jepsen Insurance Services, Inc., relative to the agency’s appeal of its 
commercial automobile Exclusive Representative Producer appointment termination.  (Docket 
#MR16.04, Exhibits #5 and #6) 
 
 

 JOHN D. METCALFE 
 Administrator – Residual Market Services 

 
Attachments 
 
Boston, Massachusetts 
May 6, 2016 
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Direct telephone:  617-757-6523 
Direct facsimile:  508-929-3184 
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VIA ELECTRONIC MAIL 

 

 May 5, 2016 

 
Commonwealth Automobile Reinsurers 
“'jmetcalfe@commauto.com'" <jmetcalfe@commauto.com> 
225 Franklin Street 
Boston, MA  02110 
 
Commissioner of Insurance 
"mary.ellen.thompson@state.ma.us'" <mary.ellen.thompson@state.ma.us> 
1000 Washington Street, Suite 810 
Boston, MA  02118-6200 
 
Arbella Insurance Group 
"Fitzpatrick, Roberta" <Roberta.Fitzpatrick@Arbella.com> 
1100 Crown Colony Drive 
P.O. Box 699195 
Quincy, MA  02269-9225 
 
 
Re: Rapo & Jepsen Insurance Services, Inc. (“RJIS”) Request for Review of 
 Notice of Termination of Arbella Limited Servicing Carrier Agreement 
 
 
To Whom it May Concern: 
 
This office represents Rapo & Jepsen Insurance Services, Inc. (“RJIS”) in connection with its 
request for review of a Notice of Termination of Arbella Limited Servicing Carrier Agreement 
dated March 2, 2016 from Arbella Protection Insurance Company (the “Notice of Termination). 
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INTRODUCTION 

Rapo & Jepsen Insurance Services, Inc. (“RJIS”) hereby provides this response to a letter from 
Attorney Roberta Fitzpatrick on behalf of Arbella Protection Insurance Company (“Arbella”) 
dated April 28, 2016.  Arbella’s submission contains numerous falsehoods and fundamentally 
misstates the issues and history between the parties.  The reality is that RJIS has been completely 
transparent with Arbella during the previous five years, explaining its business practices 
accurately, openly and honestly.  RJIS has not engaged in any illegal or fraudulent activities and 
has not violated CAR Rules.   

As Arbella concedes, it was fully aware in 2011 of RJIS’s business practices which Arbella 
incorrectly refers to as a “scheme” to create “sham businesses” for “individuals who were not 
engaged in commercial activity” but in the five years since: 

 Arbella did not reject a single application submitted by RJIS on the basis that the 
applicant was ineligible 

 Arbella did not cancel a single commercial policy on the basis that the applicant was 
ineligible; 

 Arbella did not conduct a single audit of RJIS’s files; 

 Arbella did not request verification of or otherwise verify the business information 
contained on a single application; 

 Arbella did not provide or implement a single rule or procedure for RJIS to follow that 
would have prevented individuals not engaged in commercial activity from obtaining 
commercial insurance;  

 Arbella did not provide any training or education to RJIS in writing commercial policies; 

 Arbella did not provide any training on fraud recognition; 

 Arbella never sent a marketing representative to visit RJIS and discuss the business 
relationship; 

 Arbella did not report to CAR a single instance of an alleged violation of CAR Rules by 
RJIS. 

In other words: RJIS informed Arbella clearly about its practices in 2011, the companies 
discussed those business practices, and then Arbella went along with those business practices for 
the next five years, earning millions of dollars in fees as a Servicing Carrier for policies written 
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by RJIS,1 never rejecting a single application, never finding a single instance of confirmed fraud 
on an application, and never reporting a single instance of fraud to CAR.   

However, now that it is applying to renew its contract as a Servicing Carrier and its own business 
practices have come under scrutiny, Arbella needs to point the finger at someone else for its own 
apparent failures.  RJIS is merely a convenient scapegoat. 

On March 1, 2016, CAR issued its Notice of Request for Proposal (RFP) for carriers seeking  
appointment to a five year term as a Commercial Servicing Carrier.  See Exhibit B.  As part of 
the RFP, CAR required applicants to “provide the means to facilitate successful integration of 
the claims, underwriting and loss control functions including but not limited to an SIU 
investigation of suspicious underwriting issues and the establishment of procedures for claims 
alerts to the underwriting and loss control personnel. It is critically important that the claims and 
underwriting operations are fully coordinated with loss control services.” See Exhibit B, RFP, §§ 
2.5, 2.6 and 2.7.  The day after the RFP was released, Arbella served its Notice of Termination.  
It is clear that Arbella is seeking to terminate RJIS at this point in time to create the illusion to 
CAR that it is not responsible for the effects of its complete abdication of  its underwriting and 
loss control obligations during the past five years and instead shift the blame to RJIS. 

That Arbella does not have a legitimate basis for its termination is evident in the manner in 
which it is trying to terminate the Agreement.  The Notice of Termination is so vague and 
conclusory that it prevented RJIS from providing a meaningful response and defending itself.  
The Notice of Termination did not provide any specific facts or details to which RJIS may 
respond and contained no supporting documentation.  For example, Arbella did not identify a 
single policy that it claims was procured by fraud or a single commercial insurance applicant that 
was not engaged in commercial activity.  RJIS could not be expected to know which of the more 

than ten thousand applications Arbella accepted from RJIS during the previous five years 
allegedly contained false information.2  More importantly, Arbella has not identified a single 
instance in which it claims that RJIS knew that one of those applications contained false 
information.  It is impossible for RJIS to investigate and respond to Arbella’s allegations because 
Arbella did not provide any such detail in the Notice of Termination.  To make matters worse, 
Arbella refused, despite repeated requests from RJIS, to provide the specific details supporting 
the allegations in the Notice of Termination so that RJIS could file a meaningful request for 
review.  Specifically, on March 10, 2016, RJIS requested from Arbella “evidence to support the 
alleged violations” so that it could complete its Rule 20 Request for Review.  Arbella responded 
to RJIS as follows:  

                                                 
1 Currently, Servicing Carriers are paid a fee of $388 per exposure.  See Exhibit A.  RJIS’s current book of 

business with Arbella exceeds 6000 policies, meaning Arbella stands to collect in  excess of $2,300,000 in servicing 
fees on ceded commercial policies produced by RJIS.  In 2015, Arbella collected in excess of $2,000,000 in 
servicing fees alone.  In addition to those servicing fees, Arbella is retaining  premium finance charges at 15%, plus 
late fees, cancellations fees and other charges on such policies.    

2 Currently, there are more than six thousand commercial policies in force issued by Arbella to RJIS 
customers in the involuntary market.  Since its appointment in 2011, however, RJIS estimates that it has placed at 
least ten thousand such policies with Arbella.       
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You are asking for more than is required by the CAR Rules. 

Arbella has issued a notice of termination in accordance with the CAR Rules.   

You have the right to file a request review by CAR. 

Should you decide to proceed with a request for review, Arbella will comply with the 
CAR Rules relative to the submission of written materials  

Otherwise no further action is required on Arbella's part.   

See Exhibit C, Email Exchange Dated March 10, 2016.  After receiving Arbella’s letter of April 
28, 2016,  on April 29, 2016, RJIS submitted a second request for documentation to Arbella.  See 
Exhibit D, Email of April 29, 2016 from J. Rapo to R. Fitzpatrick. Arbella declined to produce 
documents in response to the request.    

Arbella’s response to RJIS and Arbella’s failure to produce specific facts and documents along 
with its Notice of Termination was wrong and clearly designed to undermine RJIS’s ability to 
prepare an effective appeal of the Notice of Termination.  CAR Rules and applicable decisions 
from the Division of Insurance require that a notice of termination contain the specific facts and 
supporting documentation which form the basis of the termination so as to provide adequate 
notice to the agency to enable it to respond.  Arbella’s Notice of Termination clearly does not 
meet the applicable standards.     

CAR and the Market Review Committee (“MRC”) should ask why Arbella did not provide 
supporting facts and documentation along with the Notice of Termination and/or along with its 
submission to CAR on April 28, 2016.  Arbella has possessed this information and these 
documents for years, yet has waited until the eve of the MRC hearing to disclose them to RJIS.  
It is clear that Arbella is simply trying to undermine RJIS’s ability to defend itself and respond to 
these baseless allegations.  The MRC cannot allow such a denial of due process and must revoke 
the Notice of Termination because Arbella has failed to comply with CAR rules and applicable 
law governing such terminations.   

What is clear in these proceedings is that the only “sham” and “scheme” that has been 
perpetrated by either party is Arbella’s scheme to use this sham termination to hide and excuse 
the fact that it utterly failed to live up to its expectations under CAR Rules so that it might be 
awarded another five year contract as a Servicing Carrier worth millions of dollars in servicing 
fees per year with no concurrent exposure to the insured risks.    

BACKGROUND 

Before addressing Arbella’s April 28, 2016 Letter, RJIS would like to provide some background 
about its business and historical relationship with Arbella.  RJIS has five offices and twenty-one 
employees located in Lowell, Everett, Marlboro, Framingham and Boston.  All of RJIS 
employees are multilingual, speaking a combination of English, Spanish and/or Portuguese.  This 
enables RJIS employees to explain and translate documents and converse with customers in their 
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native languages.  RJIS sells automobile, home, workman’s compensation, and commercial 
general liability insurance.  Approximately 90% of its business is automobile, 40% of which is in 
the residual market.   

In 2001, RJIS was assigned as an ERP to Hanover Insurance Company.  Around this time, 
Arbella encouraged, assisted and financed RJIS to purchase a number of other agencies and 
books of high-risk business which exposures were assigned to Arbella at the time, causing the 
business to be transferred to Hanover and thereby significantly reducing Arbella's share of such 
high risk exposure and simultaneously increasing Hanover's share.  Arbella’s scheme was 
successful in reducing its exposure to the high risk market.  Arbella’s actions in this regard 
became the subject of a contentious lawsuit principally between Hanover and Arbella. See 
Hanover Insurance Company v. Commissioner, 443 Mass. 47 (2004).  In the lawsuit, Hanover 
claimed that Arbella’s scheme caused Hanover to incur $2.5 and $3.5 million in losses.  
Arbella’s scheme had the ancillary effect of growing RJIS’s business in the residual market 
significantly.  As a result of Arbella’s assistance financing and facilitating the purchase of these 
other businesses, RJIS became a dominant agency in the residual market—although not affiliated 
with Arbella.  

However, when the new Servicing Carriers were announced by CAR in 2011, RJIS by 
coincidence was reassigned from Pilgrim to Arbella as an Exclusive Representative Producer 
(“ERP”).  Thus, the very business that Arbella steered off its books nearly a decade earlier was 
assigned back to Arbella by CAR in 2011.  By this time, however, the residual market had been 
restructured and RJIS’s high risk commercial policies being transferred to Arbella were all ceded 
policies, such that Arbella was not individually exposed to losses sustained on the policies.  In 
July of 2011, Arbella and RJIS executed the Arbella Limited Servicing Carrier Agreement 
(“Agreement”).  See Exhibit E.  At that time and pursuant to CAR directives, all of RJIS’s 
business was transferred to Arbella—consisting of 2055 policies.  At that time, Arbella was 
provided the opportunity to review each such policy – at the time it was transferred and again 
when they came due for renewal.  Arbella accepted every such policy despite the concerns it 
expressed to RJIS at the time and did not reject a single renewal of those policies.           

RJIS RESPONSE TO ARBELLA LETTER DATED APRIL 28, 2016 

RJIS addresses and responds to Arbella’s April 28, 2016 letter paragraph by paragraph as 
follows: 

Arbella: 

Arbella Protection Insurance Company ("Arbella') has terminated the Limited 
Servicing Carrier Appointment of Rapo and Jepsen Insurance Services ("R&J" 
or "the Agency") for the reasons set forth in Arbella's March 2, 2016 Notice of 
Termination. Arbella has agreed to stay the effective date of the termination 
pending the Market Review Committee hearing scheduled for May 11,2016.   

RJIS Response 
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Arbella agreed to “stay the effective date of termination through the date that CAR decides 
[RJIS] request for review.”  See Exhibit F, Email dated March 30, 2016.  This includes an appeal 
by RJIS of a decision by the Market Review Committee.   

As noted above, the Notice of Termination does not satisfy the requirements of the applicable 
CAR Rules and Division of Insurance decisions (specifically, In Re Calianos, Docket C2012-02, 
November 25, 2013) which require that a notice of termination contain the specific facts and 
supporting documentation sufficient to apprise the agency of the precise bases of the termination.  
Arbella’s general and conclusory allegations in the Notice of Termination do not suffice.   

Arbella: 

Please accept this brief summary of the circumstances giving rise to the 
termination. The results of the Arbella SIU investigation into R&J' s improper 
use of its commercial appointment are voluminous. Arbella will be submitting a 
sizeable sample of the investigation results under separate cover in a zip file to 
enable electronic distribution in advance of the required filing date. Should you 
require hard copies of any of the additional materials, please advise. 

RJIS Response 

Arbella’s Notice of Termination provides even less detail than the “brief summary” contained in 
its April 28, 2016, letter.  Even the April 28, 2016 letter is deficient, however, because it does not 
provide the specific facts and documentation which Arbella is relying on to terminate RJIS’s 
contract.  Arbella was required to include with the Notice of Termination the “voluminous” 
specific facts, details and supporting documentation which it claims to be the basis of its 
termination.  RJIS cannot be expected to respond to Arbella’s “investigation results” where it 
was never provided with those results.  If Arbella has “voluminous” investigation materials, why 
were they not included as part of the Notice of Termination as required by CAR Rules?  Why 
were these materials not submitted along with Arbella’s April 28, 2016, letter?  Why is Arbella 
waiting until the very last day to provide “samples” of these documents to the MRC and RJIS?  
The answer to these questions is abundantly clear: Arbella does not have valid grounds to 
terminate RJIS’s ERP appointment and is seeking to undermine RJIS’s ability to respond and to 
have a fair appeal.   

Arbella: 

R&J was assigned to Arbella in 2011. Shortly after the assignment, Arbella 
began to notice that an unusually large percentage of R&J's accounts were 
individuals who were sole proprietors "doing business as" small businesses and 
insuring single PPT (private passenger type) vehicles.' 

Arbella had several meetings and communications with the principal of R&J in 
2011 setting out Arbella's guidelines and expectations for new business and 
expressing preliminary concerns over what appeared to be an unusual number of 
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non-Massachusetts licensed applicants insuring a single private passenger 
vehicle under a commercial policy. 

RJIS Response 

When RJIS was assigned Arbella as a Servicing Carrier, RJIS’s existing book of business was 
transferred from Pilgrim Insurance.  Arbella did not reject, cancel, or non-renew a single such 
policy.  Arbella had full visibility to each such policy and accepted and renewed all of them.     

In 2011, Arbella met with John Rapo, the principal owner of RJIS, once.3  There were no other 
communications and Arbella has not provided any documentation of same.  Arbella never once 
provided any “guidelines and expectations” and certainly never provided any such guidelines, 
expectations, policies or procedures in writing.  RJIS explained to Arbella that its customer base 
is primarily immigrants and many of its customers  operate small businesses using private 
passenger automobiles.  These business include housecleaning business, painting business and 
the like.  Arbella did not provide any rules, policies or guidance as to the eligibility of such 
businesses for commercial auto insurance.  Arbella continued to accept and approve applications 
from these customers and never rejected a single such application.   

Arbella 

Upon further investigation, including but not limited to interviews with 
applicants for insurance, Arbella determined that a number of the applicants 
were not using their vehicles for commercial activity. The applicants informed 
Arbella that R&J assisted them in creating businesses for the purposes of 
enabling them to obtain commercial insurance policies. 

Arbella had additional meetings and communications with the principal of R&J 
throughout 2012 relative to Arbella's concern over R&J's apparent improper use 
of its commercial appointment to submit applications on behalf of individuals 
who were not using their vehicles for commercial purposes and who were not 
eligible for insurance through CAR. 

Specifically, Arbella shared the results of its investigations with R&J and 
informed R&J that Arbella had found that: 

Many of the applicants for insurance were foreign licensed drivers, applying 
under the guise of small businesses, who had been in Massachusetts for more 
than one year, were required to obtain a Massachusetts driver's license and 
would not have been eligible for a Massachusetts private passenger policy; 

Some of the operators listed on the policy had no connection to the applicants; 

                                                 
3 From the inception of RJIS’s five year relationship with Arbella, there were no more than four meetings 

in total, including an introductory meeting shortly after the appointment where RJIS’s employees were trained on 
Arbella’s computer systems.   
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R&J was involved in assisting applicants in the creation of businesses for the 
purpose of obtaining commercial insurance for applicants who were ineligible 
for such insurance. 

Arbella further notified R&J that Arbella would be continuing its investigation 
and that Arbella expressly reserved it rights to take any further action necessary 
relative to ensuring compliance with CAR Rules. 

R&J disputed Arbella's findings. 

RJIS Response 

RJIS met with Arbella in 2012 once, perhaps twice.  The parties discussed again that many of 
RJIS customers operate businesses—whether it be landscaping, painting, housecleaning, 
babysitting, or otherwise—and that those customers have formed businesses in various forms 
and insured their vehicles through their businesses. RJIS explained correctly to Arbella that such 
businesses are eligible to obtain commercial motor vehicle insurance.  Arbella made false 
allegations that RJIS’s customers were not eligible for commercial insurance and were  not using 
their vehicles in connection with their businesses. RJIS disputed those allegations.  Arbella 
issued notices of cancelation for only about ten such policy-holders.  After further review of each 
of those situations, however, Arbella withdrew its notice of cancellation for each such policy 
holder when it realized they were eligible to hold the commercial policies for which they had 
applied.4       

What is most outrageous about Arbella’s claims in this regard is that Arbella did not cancel a 
single of the “many” policies that it claims to have been procured by fraud.  In fact, it renewed 
every single one of them – often more than two or three times!  It is bewildering to RJIS how 
Arbella can claim to have discovered in 2012 that “many” of the policies placed by RJIS were 
based on fraudulent applications yet Arbella continued to renew each of these policies year after 
year.   

Indeed, despite Arbella’s claims in 2012 that it believed RJIS was submitting applications for 
ineligible applicants and that it would continue to investigate and “continue to review your 
business submissions and determine whether any further action is necessary in order to ensure 
that the CAR Rules of Operation are complied with,”  Arbella issued policies to every single 
such applicant and never once canceled a policy or declined to renew a policy based on a claim 
that the applicant was not illegible for the coverage sought.  Notably, Arbella has always been 
required and permitted under CAR Rules to: 

 Verify that information contained in the application for insurance is accurate as to 
classification, garaging, discounts, credits, vehicle use, vehicle description and 
experience for those risks eligible to be experience rated.  (Rule of operation 13.B.5.b) 

                                                 
4 Arbella’s intentional omission in its April 28, 2016 Letter of the fact that it rescinded the cancellations of 

each of these ten policies is indicative of false and misleading nature of Arbella’s claims to CAR in this matter. 
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 Maintain records of infractions of the Rules of Operation by ERPs and report such 
infractions as appropriate.  (Rules of operation 13.B.5.k) 

 Include a renewal application or questionnaire with a renewal policy and require the 
insured to complete the application or questionnaire (Commercial Automobile Insurance 
Manual, General Rules 4.A.1-3) 

 Require an applicant to substantiate with permanent records (such as log books, revenue, 
books, etc.) that the automobile is being used as set forth in the application or renewal 
questionnaire.  (Commercial Automobile Insurance Manual, General Rules 20.G) 

Arbella cannot seriously at this stage blame RJIS for Arbella’s complete and total abdication of 
its underwriting and fraud detection obligations.  During the five years RJIS has been under 
contract with Arbella, Arbella never once denied an application or canceled a policy because it 
could not verify the information on an application or because it discovered fraudulent 
information on an application.  Arbella never required RJIS customers to complete renewal 
applications or questionnaires when renewing their policies.  Arbella never required applicants to 
substantiate their business uses with records.  For its part, RJIS is unaware of any instances in 
which a customer supplied false information to RJIS in connection with obtaining commercial 
insurance and RJIS is also unaware of any instance in which it knowingly submitted such false 
information to Arbella.  Arbella has never identified a single verifiable instance of such conduct.5   
Moreover, Arbella NEVER reported to CAR any infractions of the Rules of Operations by RJIS.  
In connection with this proceeding, RJIS specifically requested Arbella to produce to it:    

 Each report to CAR or RJIS by Arbella relating to concerns regarding potential 
fraudulent applications submitted to Arbella by RJIS 

 All records of infractions of the rules of CAR by RJIS maintained by Arbella 
 
Arbella did not produce a single such document.  If it is Arbella’s contention that RJIS has been 
violating CAR Rules since 2011 and that Arbella was aware of these activities going back to 
2011, why did Arbella not maintain a single record of such infractions and/or report them to 
CAR?  To the extent Arbella was aware of such violations of CAR rules in 2011, 2012, 2013, 
2014 or 2015, it was required to keep records of each such violation and notify RJIS and CAR of 
same.  Its failure to do so and its decision to continue to renew each of the policies it contends 
was procured by fraud demonstrates the complete and total lack of substantiation to its 
allegations in this matter.        

With regard to the practice of assisting customers to create business entities, Mr. Rapo explained 
to Arbella from the outset that this was a service RJIS provided to its customers.  As mentioned 
in previous submissions by RJIS, RJIS employs Spanish and Portuguese speaking employees and 
the business serves a large segment of Spanish and Portuguese speaking consumers.  In addition 

                                                 
5 RJIS has not had the opportunity to review in detail the nearly 500 pages of information which Arbella 

recently submitted to the MRC.  However, a preliminary review reveals that Arbella continued to renew the policies 
identified in those documents has having been procured by fraud even after it spoke to the applicants and 

determined that they were not eligible for a  commercial policy.  
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to insurance, RJIS provides additional services, including translation services, assistance with 
Registry of Motor Vehicle documents, and assistance paying parking tickets or civil motor 
vehicle citations, among others.  As one of the ancillary services it provided to its customers, 
RJIS offered for a fee to provide forms enabling the customers to formally establish a business 
entity.6  During their meeting in 2012, RJIS explained this service to Arbella in detail and that it 
is perfectly lawful for someone who operates a business, whether full-time or as a second job, to 
conduct that business through a business entity.  Arbella did not dispute this point.  RJIS  further 
discussed with Arbella that the law permits such businesses to own a vehicle and purchase 
automobile insurance.  As RJIS explained to Arbella, there is nothing improper or unlawful 
about RJIS assisting customers to complete the corporate forms to form a business and to then 
assist them in applying for a commercial insurance policy.   Indeed, this practice has become 
commonplace in this particular segment of the industry.   

Arbella did not fundamentally disagree with RJIS.  Rather, Arbella was concerned primarily with 
individuals forming businesses and obtaining commercial policies when they were not actually 
engaged in business activities or otherwise eligible to obtain insurance or operate a vehicle.  As 
noted in Mr. Rapo’s September 17, 2012, letter to Arbella, in an effort to combat fraud, RJIS had 
created a “Business Use Compliance” form which it required certain customers who were 
forming businesses and obtaining commercial motor vehicle insurance to sign as a condition of 
submitting the application to Arbella.  A copy of that form was attached to RJIS’s Request for 
Review/Relief and required a customer to certify the business use.   Importantly, this was a 
document created by RJIS in an effort to screen out fraudulent applications—not a requirement 
of Arbella.7  As noted above, Arbella had the authority and obligation under CAR Rules to 
request additional information from applicants in order to verify the business information on an 
application, but consciously chose not to do so.  Moreover, under CAR Rule 13.B.5d, g, i and p, 
Arbella was required to adopt and provide procedures to assure that RJIS complied with CAR 
Rules, effectively service the ceded policies and to conduct education and training sessions to 
ensure that RJIS provided quality service and detected fraud.  In their meetings, Mr. Rapo 
repeatedly asked for guidance from Arbella in this regard and told Arbella that his agency would 
comply with any policies, guidelines or procedures Arbella implemented.  Notwithstanding that, 
Arbella never promulgated any such policies or procedures or conducted any training.8  In 
contrast to other carriers who regularly visit their agents, Arbella has never sent a marketing 

                                                 
6 RJIS began offering this service when it learned that customers were going to accountants who charged 

excessive fees to provide form documents (often more than $2,000 for form corporate documents).  RJIS offered the 
same forms at a much cheaper price, between $100-$500 depending on the type of business form.    

7 Indeed, Arbella did not require that RJIS submit that certificate along with applications.  When Arbella 
indicated that it did not need these certificates submitted along with commercial applications, RJIS stopped sending 
them to Arbella.   

8 This contrasts with other Servicing Carriers which often require as an underwriting requirement additional 
proof regarding business uses and/or a valid Massachusetts Driver’s license in connection with a Commercial 
application.   
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representative to visit RJIS  in the five years during which it has been RJIS’s assigned Servicing 
Carrier.9  

Arbella 

Arbella began to non-renew accounts and R&J objected, raised concerns about 
discrimination, market disruption, and claimed that some of the accounts were 
engaged in side businesses. Ultimately R&J provided Arbella with express 
written assurances that the Agency would "...only submit new business 
applications for accounts which (sic) legitimate businesses ...". 

RJIS Response 

As noted above, Arbella rescinded all of the cancellation notices it had issued because the 
policyholders had legitimate businesses.  Arbella never issued any other cancellation notices in 
connection with more than ten thousand policies placed by RJIS during the past five years and 
has renewed every single such policy without requiring the policyholders to submit renewal 
applications, complete questionnaires or provide documentation evidencing their business uses 
of the insured vehicles. 

Arbella: 

In October 2012, Arbella wrote to R&J reiterating its concerns and stating that 
Arbella "wants to ensure that Rapo and Jepsen is not involved in assisting 
applicants in creating businesses to enable them to obtain commercial policies 
where they are otherwise ineligible for insurance through the private passenger 
market". Arbella confirmed the agreement reached with R&J as follows: "Thus, 
this letter serves to confirm our mutual understanding that going forward the 
Rapo & Jepsen Agency will only submit applications on behalf of applicants 
that are genuinely engaged in commercial activity".  

RJIS Response 

RJIS had explained its practices to Arbella and Arbella indicated that it was concerned with 
applications being submitted for commercial insurance where the applicant was not actually 
engaged in commercial activity.  RJIS told Arbella the means by which it verified an applicant’s 
business use and repeatedly asked Arbella for further direction.  RJIS indicated that it would 
comply with any policies or procedures Arbella wanted it to follow in taking commercial 
applications. Notwithstanding its stated concerns, however, Arbella did not put into place any 
such policies or procedures, gave RJIS no training or education, and never again indicated to 
RJIS that it had any problems with any applications submitted by RJIS during the subsequent 
three and one half years. Arbella did not state that RJIS could not submit applications on behalf 

                                                 
9 This likely constitutes another violation of CAR Rules by Arbella.  Arbella is required to service the 

residual market in the same manner as the voluntary market.  RJIS is aware that Arbella regularly sends marketing 
representatives to visit its agents in the voluntary market.  
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of customers for whom RJIS had assisted creating a corporate entity and Arbella was aware that 
RJIS continued to provide this service to its customers.    

Arbella: 

In 2013 the Registry of Motor Vehicles amended the Registry Rules by adding 
proof of residency requirements and by requiring individuals who seek to 
register vehicles as sole proprietorships to provide a social security number. 

Arbella's SIU department continued to visit the Agency, request files, and 
interview applicants. In some instances documents requested by SIU were not 
provided by R&J. Even after repeated requests, SIU was unable to obtain all of 
the information requested. The principal of R&J called Arbella's underwriting 
department to complain about the investigations. On February 3, 2014 Arbella 
responded to R&J in writing as follows: 

"As you know, the CAR rules obligate Arbella to ensure that policies are issued 
in accordance with the applicable CAR Rules of Operation. Your contract with 
Arbella entitles us to validate your compliance with the governing rules of 
CAR. 

Arbella has some concerns in this area regarding certain policies issued by Rapo 
& Jepsen and we have assigned Ed Spellman, Dan Pettinato and Frank Hart to 
investigate".  

The investigations undertaken by Arbella's SIU department revealed concerning 
information relative to R&J's involvement in circumventing the new Registry 
Rules and violating the CAR Rules.     

RJIS Response 

RJIS agrees that the Registry of Motor Vehicles included a requirement that a sole proprietor 
provide a social security number in order to register a vehicle in the name of the sole 
proprietorship.  Such a requirement was not imposed for individuals or business entities 
registering vehicles in their own names. Indeed, even foreign operators could (and still may) 
register and insure vehicles without social security numbers. Individuals without social security 
numbers may register their vehicles by providing proof of residency to the RMV, such as a 
utility bill.   See 540 C.M.R. §2.05. 

Arbella’s SIU department visited RJIS on a select few occasions.  RJIS employees cooperated 
with the SIU department and provided whatever documents were requested.  RJIS in unaware of 
any instances in which documents were not provided and Arbella certainly never notified RJIS in 
writing of any such instances.  RJIS was made aware by some of its foreign customers that they 
had been interrogated in English about their insurance by people they believed to be law 
enforcement officers.  The customers complained to RJIS about the aggressive questions and 
interrogation tactics, stated that they felt threatened and intimidated, and indicated their belief 

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 13 OF 174



 
 
Page 13 
 
 

{Client Files/312315/0001/PLD/F1041993.DOCX;2} 

that Arbella’s SIU investigators were law enforcement officers.  Accordingly, RJIS contacted 
Arbella to complain about Arbella’s heavy-handed harassment and mistreatment of its 
customers.10   

Despite Arbella’s “continued” visits to RJIS in 2013, review of RJIS files, and the purported 
“investigation” conducted by Mr. Spellman, Pettinato and Hart beginning in 2014, Arbella did 
not bring to RJIS’s attention a single alleged instance where it found information on an 
application to be fraudulent, a single instance where it found a commercial insurance applicant 
not to be engaged in commercial activity, a single instance where RJIS had violated CAR Rules, 
or a single instance where RJIS failed to comply with Arbella requirements.  The first time 
Arbella provided any such information was on May 3, 2016, in its submission to the MRC.  Had 
Arbella found any such violations in 2013, 2014, or 2015, it had an obligation under CAR rules 
to make and keep a record of each such violation and report them to CAR.  Arbella did not do so. 
Indeed, in connection with this proceeding, RJIS requested from Arbella all such records and 
Arbella did not produce a single such document.  Moreover, as noted above, Arbella did not 
cancel any of the policies it purportedly found in 2014-2015 to have been procured by fraud and, 
in fact, Arbella renewed those policies.  

Arbella: 

Arbella's SIU Department undertook an extensive investigation into R&J 
accounts in light of patterns that Arbella observed concerning new business 
submissions. 

Specifically, in the face of new Registry requirements requiring sole proprietors 
to provide a social security number in order to register a motor vehicle, R&J 
implemented a scheme whereby the Agency began creating Massachusetts shell 
corporations for non-Massachusetts licensed drivers who were unable to register 
a vehicle in their individual names. Arbella found that such corporations were 
being established by R&J for individual applicants at or about the same time 
that the individuals were applying for insurance. Arbella further found that R&J 
was similarly setting up other types of business entities on behalf of such 
ineligible individuals for the sole purpose of obtaining commercial automobile 
insurance. In addition, R&J was involved in obtaining Tax EIN numbers for the 
corporations. By creating a corporation the applicant need only provide a Tax 
ID Number to register the vehicle in the corporate name thereby avoiding the 
need for a Social Security Number. 

Arbella SIU investigators interviewed witnesses and verified that (1) the 
applicants were not involved in the commercial enterprises identified in the 
corporate filings and other business documents; (2) some applicants did not 
know that R&J had established a business for them and (3) those applicants that 

                                                 
10 It is likely that some of the customers identified in Arbella’s submission on May 3, 2016, were the same 

customers who complained to RJIS about Arbella’s SIU investigators.   
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understood that R&J was creating a business for them were told by R&J that 
this was the only way they could obtain insurance. 

RJIS Response 

RJIS is unaware of the investigation performed by Arbella which apparently began in 2013. 
After 2012, however, Arbella never expressed any concerns to RJIS concerning its customers, 
insurance applications or business practices generally.  Arbella never identified to RJIS any 
applicants who were not eligible for the coverage issued by Arbella or any policies Arbella 
claimed to have been procured by fraud. 

RJIS did not implement a “scheme whereby the Agency began creating Massachusetts shell 
corporations for non-Massachusetts licensed drivers who were unable to register a vehicle in 
their individual names.”  As indicated above, RJIS’s customers were eligible to register vehicles 
in their individual names and to obtain private passenger insurance.  They were eligible to 
register their vehicles and obtain insurance from private carriers or through MAIP if a private 
carrier would not issue a voluntary policies.  As indicated, prior to the new RMV requirements, 
RJIS had already been providing services to customers wherein it provided business formation 
documents so that the customers with could form a business entity and register and insure their 
vehicles through the business.  Nothing changed except that some customers utilized corporate 
entities other than sole proprietorships.  While the RMV required social security numbers to 
register vehicles on behalf of sole proprietorships, it did not do so for other corporate entities, 
such as corporations or Limited Liability Companies (or for individuals).  It remained (and 
remains to this day) legal for a duly organized business entity to register and insure a vehicle in 
its own name.   

It is noteworthy that Arbella did not raise this concern to RJIS (or CAR) until now.  Arbella 
discovered this “scheme” and numerous RJIS customers who wrongfully obtained insurance yet 
did nothing about it for the last three years.  Indeed, Arbella accepted every single application 
submitted by RJIS and never terminated a single such policy despite its “extensive 
investigations” and widespread finding of fraud.  Moreover, while Arbella refers to various 
“witnesses” and “applicants,” it never identified these individuals to RJIS (or CAR) to enable to 
RJIS to conduct its own investigation as to these claims.  It is impossible for RJIS to respond to 
such claims in response to the Notice of Termination because Arbella did not identify the 
individuals to whom it was referring.  During the past five years, RJIS has written more than ten 
thousand policies with Arbella, more than six thousand of which are currently in force.  RJIS 
cannot conceivably know to which of those policies Arbella is referring when it claims that 
“many” applicants were ineligible for the coverage issued.11  With that said, RJIS is currently 
unaware of any instances where its employees provided assistance creating business entity for a 

                                                 
11 With regard to the documents recently submitted by Arbella to CAR on May 3, 2016, the MRC cannot 

consider those documents because (a) those individuals were not identified in the Notice of Termination and (b) the 
documents were not provided to RJIS along with the Notice of Termination.  In any event, RJIS’s preliminary 
investigation is revealing that those applicants were (and are) engaged in commercial activity under the business 
names contained on the insurance applications.   
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customer without the customer’s knowledge and direction or otherwise knowingly assisted a 
customer submit any fraudulent information.12   

Arbella: 

To be clear, the corporations created by R&J at the time of the insurance 
application were sham businesses that had no legitimate purpose. They were 
created for individuals who were not engaged in commercial activity, solely to 
provide a mechanism to register and insure vehicles in circumstances where the 
applicants were not legally permitted to register, drive and insure vehicles in 
their individual capacity. The R&J practice of creating corporations became 
prevalent only after implementation of the new Registry Rules. 

Thus, after warnings and agreement not to assist applicants in this manner, the 
R&J Agency not only facilitated a scheme that allowed ineligible persons to 
obtain access to CAR commercial insurance through the improper use of R&J's 
limited servicing carrier appointment, but the R&J Agency actually orchestrated 
the scheme. R&J advised and encouraged the applicants to establish businesses 
for the sole purpose of obtaining insurance. R&J charged the applicants fees for 
the creation of the corporation, charged the applicants fees for the filing of the 
corporate documents with the Secretary of State, obtained Tax EIN numbers for 
the applicants and provided other indicia of a business -- upon information and 
belief, in some circumstances, R&J would actually create a computer generated 
business card for the applicant's sham company. After creating and filing the 
corporate documents for the applicant, R&J would send the application for 
commercial insurance to Arbella with a copy of the corporate filing, a copy of 
the Tax EIN Notice and an image of a business card, all to induce Arbella into 
believing that the application was for a legitimate commercial enterprise.   

      

RJIS Response 

Arbella’s allegations are inflammatory and provocative, but completely without support.  Arbella 
failed in its Notice of Termination to identify a single instance in which RJIS knowing created a 
“sham business” or to identify a single such applicant who used a business to obtain commercial 
insurance solely because the individual was ineligible to obtain private automobile insurance.  
RJIS reiterates that it is impossible for it to investigate and respond to Arbella’s repeated but 
conclusory allegations, because Arbella failed to identify in the Notice of Termination the 
specific facts, applicants and policies on which it is relying in support of termination.   

                                                 
12 As noted in RJIS’s April 12, 2016, letter to CAR, an internal audit conducted by RJIS in response to the 

Notice of Termination has revealed that a substantial number of one former employee’s files are incomplete or 
entirely missing.  RJIS is investigating these files and policies to determine whether any fraud was committed in 
connection with these policies and whether RJIS’s former employee had any knowledge of or involvement in the 
fraud. 
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Generally, however, RJIS told Arbella from the beginning of their relationship that it assists 
customers in creating business entities which can then obtain commercial insurance policies and 
that RJIS takes measures to verify that the customer has a business purpose—including by 
having customers execute a “business use certificate” as a condition of submitting a commercial 
insurance application.  RJIS denies that it knowingly created sham businesses “solely to provide 
a mechanism to register and insure vehicles in circumstances where the applicants were not 
legally permitted to register, drive and insure vehicles in their individual capacity.”  Indeed, for 
each commercial policy application submitted by a corporation, Arbella required, and RJIS’s 
customers supplied, the identity and license information of a licensed driver on the policy.13  As 
such, every application by a corporation for a commercial policy submitted by RJIS to Arbella 
contained a licensed driver.  Moreover, many if not all such applicants were indeed eligible for 
private insurance in their individual capacities but chose to obtain policies through their 
businesses.  This is not an illegal scheme orchestrated by RJIS as Arbella contends, but rather a 
transparent practice of assisting customers to lawfully register and insure their vehicles according 
to their specific needs and requests.  

Despite Arbella’s flowery rhetoric about RJIS’s business practices, it is worth repeating that 
Arbella was fully aware of these business practices going back to 2012 and did nothing to stop or 
change them.  CAR rules entitled Arbella to require RJIS customers to submit proof of their 
business as a condition of issuing a policy, but Arbella chose not to do so.  Arbella could have 
required RJIS to conduct additional inquiries or verifications of a customer’s commercial uses of 
their vehicles, but it did not.  Arbella could have required RJIS customers to answer 
questionnaires as a condition of renewal, but it did not.  Importantly, CAR Rules required 

Arbella to verify information contained on commercial insurance information, but Arbella did 
not find or note a single instance where the information on an application was inaccurate or 
unverifiable.  If it did find such an instance, Arbella nonetheless left the policy in force and 
renewed it.  In short, Arbella could have imposed whatever requirements it deemed necessary to 
verify RJIS customers’ eligibility for commercial policies in light of the “concerning” trends it 
claims to have observed in 2013, but chose to do nothing.  In any event, Arbella never disclosed 
to CAR or RJIS a single instance of suspected fraud or canceled or non-renewed a policy for that 
reason.   

Arbella: 

Further, Arbella has found that R&J expanded this scheme to enable high SDIP 
Massachusetts licensed drivers, who would have had to pay significantly more 
for insurance in the private passenger market, to obtain commercial insurance at 
the preferred less expensive CAR commercial non-fleet PPT rate. In these 
situations, R&J created a pretext business for high SDIP applicants, produced 
the indicia of a business, applied for insurance in the name of the business, 
provided Arbella with evidence that the business existed, and then fraudulently 
obtained the significantly lower non-fleet PPT rate. 

                                                 
13 Arbella’s system would not generate a final application for signature without a driver’s information.   
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RJIS Response 

Again, it is impossible for RJIS to respond to allegations where Arbella failed in the Notice of 
Termination to provide the specific applicants and policies to which it is referring.  Generally, 
however, RJIS reiterates that it assisted customers in forming business entities and obtaining 
commercial insurance policies on behalf of those businesses.  RJIS plainly and transparently 
informed Arbella of this business practice five years ago.  There is nothing illegal about such 
conduct.  Indeed, there are presumably tens of thousands of business owners in the 
Commonwealth who are United States Citizens who insure their private passenger vehicles under 
their business policies.  Massachusetts insurance carriers routinely insure such vehicles.  RJIS is 
unaware of any instances in which it knowingly transmitted false information to Arbella in 
connection with any such commercial applications.   

Arbella: 

Based on the content of R&J's Request for Review, Arbella anticipates that R&J 
will argue that they arranged for applicants to sign forms attesting to the fact 
that they had a business. Further, based on R&J's supplemental filing, Arbella 
anticipates that R&J will blame an individual producer for the scheme and for 
the failure to obtain documents attesting to the business use. 

As a preliminary matter, Arbella had previously requested copies of these 
documents and R&J failed and refused to provide the requested information. 
When Arbella was able to obtain files, none of the files Arbella reviewed 
contained these forms. Most recently following another meeting with the 
Agency, Arbella again requested copies of receipts for the charges to create 
business, copies of any fee schedules and copies of letters authorizing the 
creation of a business entity. R&J failed to provide any of the documentation 
requested. 

RJIS Response 

Arbella is correct in part that as one measure to try and ensure that customers had legitimate 
business RJIS required certain customers to complete a Business Use Compliance certificate.  
This was a procedure put into place voluntarily by RJIS and one about which RJIS informed 
Arbella in 2011 or 2012.  Arbella, however, never required that RJIS obtain such a certificate 
from its customers and provided no guidance or training on measures to take during the 
application process to detect or prevent fraud by applicants.  Indeed, Arbella never asked for a 
Business Use Compliance certificate in connection with commercial applications and, after a 
period of time,  RJIS stopped submitted them to Arbella.  Arbella implemented no policies or 
procedures for RJIS to follow when taking commercial applications from customers or 
submitting them to Arbella.  It did not require that RJIS obtain any documentation from 
customers to substantiate their stated business uses or eligibility for commercial insurance and it 
did not require RJIS to submit any such information to Arbella as part of its “underwriting” 
process.     
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Arbella’s claim that it requested documents from RJIS and that RJIS failed and refused to 
provide the requested information is entirely untrue.  RJIS has provided Arbella with whatever 
documents Arbella requested when it requested them.  Notably, Arbella has not and cannot 
identify a single such request to which RJIS did not respond and has never reported such non-
compliance to CAR or kept a written record of such non-compliance which it would be required 
to do under CAR Rules.  With regard to the email request from Arbella to Mr. Rapo dated 
January 26, 2016, Mr. Rapo has no record or memory of having received such an email.  He has 
searched his email account and there is not record of that email anywhere.  As Arbella concedes, 
anyway, such documents are irrelevant and have “little bearing on the evidence.”  For purposes 
of satisfying the request, however, RJIS is submitting herewith the requested documentation.14   
See Exhibit G.      

With regard to RJIS’s former employee referenced by Arbella, Daniel Bertolazzi, RJIS states 
that it has been unable to locate Mr. Bertolazzi since he suddenly disappeared from work when 
RJIS announced that Arbella had accused it of fraud and that RJIS was commencing an internal 
audit.  Through connections in the community, RJIS has learned that Mr. Bertolazzi abruptly left 
for Brazil immediately after Mr. Rapo announced that he would be conducting an internal audit.  
For many policies placed by Mr. Bertolazzi, RJIS has been unable to locate his files.  For other 
policies, his files are missing documents.  Still, RJIS has not discovered instances of fraud in his 
files but RJIS continues its investigation into these irregularities.     

Arbella: 

More significantly, to the extent that R&J may have or may obtain such 
documents, they have little bearing on the evidence. The evidence is that R&J 
orchestrated the creation of sham corporations, filed false corporate documents, 
and may have orchestrated the signing of forms, solely for the purpose of 
creating a paper trail to defraud Arbella into accepting new business 
applications, irrespective of whether the applicants were using the insured 
vehicles for commercial purposes. In some instances the applicants did not 
speak or read English, would not have understood the forms which were printed 
in English and did not know or understand that R&J had created a business for 
them. In other instances, the applicants told similar accounts of R&J informing 
them that the creation of a business was necessary in order to enable the 
applicant to obtain insurance. Finally, in at least two instances applicants 
involved immigration services to help straighten out their situations after 
learning that R&J had obtained tax numbers for these fraudulent business.  

In short, R&J did not simply facilitate fraud by failing to validate information 
concerning an applicant's personal or business use of a vehicle. R&J actively 
engaged in the fraud as detailed herein.  R&J charged these applicants 
thousands of dollars in fees and collected hundreds of thousands of dollars in 

                                                 
14 Moreover, the MRC may not consider this claim by Arbella because it was not specifically referenced in 

the Notice of Termination.   
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commissions by improperly binding commercial coverage through the Agency's 
limited servicing carrier appointment. 

RJIS Response: 

RJIS denies that it created “sham corporations” or filed “false corporate documents.”  Arbella 
has not identified in its Notice of Termination or April 28, 2016 Letter a single instance of that 
occurring.  Similarly, Arbella has not identified any of the applicants it references in the above 
paragraphs and it is, therefore, impossible for RJIS to investigate and respond to these claims.    
Indeed, it is impossible for RJIS to respond to any of Arbella’s allegations because Arbella did 
not identify which applications and customers it is using as its purported basis to terminate the 
Agreement.   

Arbella’s claim that RJIS “created a paper trail to defraud Arbella into accepting new business 
applications” is belied by the fact that Arbella does not require or even ask RJIS to send 
supporting documentation in connection with commercial insurance applications.  Arbella cannot 
claim to have been defrauded by documents it never saw and never asked to see.    

RJIS did not “actively engage in fraud.”  The reality is that Arbella knew of RJIS lawful business 
practices since 2011 and itself collected millions of dollars in servicing fees annually by 
accepting every single such application submitted by RJIS, failing to cancel a single policy on 
the ground that it had been fraudulently obtained, failing to implement any policies or procedures 
for RJIS to follow in taking commercial applications to ensure that the applicants were eligible 
for commercial insurance policies, failing to report any alleged CAR violations to CAR or to 
RJIS, failing to verify the information contained on applications it claims to have been 
fraudulent, failing to implement any fraud prevention or loss control measures, and repeatedly 
renewing policies it now claims to have known were fraudulently obtained. 

CONCLUSION 

The only sham or fraud that is being perpetrated in connection with this matter is Arbella’s effort 
to terminate RJIS in order to shift blame for its own failures to comply with CAR Rules so that it 
might bolster its chances of winning another five-year contract as a Servicing Carrier – a contract 
that lines Arbella’s pockets with millions of dollars in fees annually without having any exposure 
to the risks insured.   

The MRC should revoke the proposed termination and order that RJIS’s ERP appointment be 
affirmed because the termination constitutes an unfair, unreasonable or improper practice by 
Arbella. The Notice of Termination does not contain sufficient and detailed facts and supporting 
documentation to sustain a termination of RJIS’s ERP appointment.  Moreover, the MRC may 
not consider any grounds for termination which have been articulated in Arbella’s submissions 
after the Notice of Termination unless those facts and documents were specifically contained or 
referenced in the Notice of Termination. Even so, however, Arbella’s stated grounds for 
terminating the ERP appointment are completely without merit and should be rejected. 
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       Respectfully Submitted, 

       Rapo & Jepsen Insurance Services, Inc. 

       By its Counsel: 

 

 ___________________________________ 
 Joshua A. Lewin (BBO# 658299) 
 BOWDITCH & DEWEY, LLP 
 One International Place, 44th Floor 
 Boston, MA  02110 
 Tel:  617-757-6523 
 Fax:  508-929-3184 
 email:  jlewin@bowditch.com 

 

cc:  John Rapo, Rapo & Jepsen insurance Services, Inc.  
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NATALIE A. HOLEY
PIESIDENT

COMMONWEALTH AUTOMOBILE REINSURERS
2 25 Franklin Street Boston, Massachusetts 02110

www.commauto.com 617-338-4000

COMMERCIAL LINES NOTICE NO. 104

Calendar Year 2016 Interim Commercial Expense Allowance

March 8, 2016

For policies effective January 1, 2016 — December 31, 2016, commercial Servicing Carriers will
be provided an expense allowance of $388 per exposure. On an interim basis, this allowance is converted
to a percentage of premium using an estimated 2016 average premium using policy year 2015 statistical
data.

While awaiting approval of a June 1, 2016 rate change, the premium tax and commission rate
components underlying the approved 2014 CAR rate filing are used for the interim expense allowance for
the January — May 2016 accounting shipments. The resulting interim expense ratios are as follows:

Interim
Allowance

Expense Per Exposure $388

Expense Per Exposure % 13.98%

Premium Tax 2.30%
Commission 9.91%
Premium Tax/Commission 12.21%

Total 26.19%

Upon approval of the new rates, the interim expense allowance will be updated to reflect the
approved June, 2016 rate components for premium tax and commission and will be included in the June —
December 2016 monthly accounting shipments. CAR will inform the Industry of the updated estimated
expense allowances prior to the June, 2016 monthly statistical submission due date.

Ceding expenses will be trued-up after the close of each calendar year, based on actual reported
exposures and will reflect premium tax and commission provisions included in the underlying rates.

Questions may be directed to the undersigned at tgalligan®commauto.com.

TIMOTHY GALLIGAN
Financial Services Coordinator
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On 2016-05-04 10:52, Metcalfe, John wrote:

John,

The November 2010 Governing Committee approved the following:

The Committee unanimously approved a motion to recommend to the Governing Committee that

the existing expense allowance remain in place through June 30, 2011, and that an allowance of $350 for

Company Expense and ULAE be provided for policies effective from July 1, 2011 through December 31,

2011, with the expense allowance schedule as previously recommended commencing as of January 1,

2012, consisting of $357 for 2012, $365 for 2013, $372 for 2014 and $380 for 2015.

The bulletin I sent you noted that the interim expense per exposure went to $388 for 2016.

John

John D. Metcalfe
Administrator of Residual Market Services

Phone 1617.880.7291
Email jmetcalfe@commauto.com

CAR COMMONWEALTH AUTOMOBILE REINSURERS

225 Franklin Street Boston, MA 02110
www.commauto.com 

From: John Rapo jmailtoljr(arapoandjepsen.coml
Sent: Wednesday, May 04, 2016 10:44 AM
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NATALIE A. HURLEY
PRESIDENT

COMMONWEALTH AUTOMOBILE REINSURERS
225 Franklin Street Boston, Massachusetts 02,110www.commauto.com 617.338-4000

BULLETIN NO. 1014

Request for Proposal — Commercial Servicing Carrier Program

March 1, 2016

The agreements with the four carriers that currently service the commercial ceded businessthrough the Commercial Servicing Carrier Program will expire as of December 31, 2016. The GoverningCommittee has authorized CAR to solicit bids from interested parties in accordance with the specificprovisions of the Request for Proposal (RFP) developed for that purpose. A link to the RFP is availableon the Home Page of CAR's website.

Prospective participants should note that the term of the agreement is for five years. Respondentsmust have an A.M. Best rating of at least A- or have a comparable financial and operating performance asdetermined by CAR.

A mandatory pre-response conference will be held at the offices of CAR on Wednesday, March16, 2016, at 11:00 a.m. Bids will only be accepted from carriers with representation at the conference.
The schedule of events associated with the RFP process is as follows:

Notice of RFP Issued March 1, 2016
Mandatory Pre-Response Conference March 16, 2016
Final Date for Proposer Questions March 31, 2016
Final Date to Submit Proposals April 15, 2016
Selection Committee Evaluation of Proposals May 2-27, 2016
Governing Committee Decision June 15, 2016
Servicing Carrier Appointment Notification June 16, 2016
ERP Distribution Notification September 1, 2016
ERPs Contracted by Servicing Carriers October 31, 2016
Servicing Carrier Implementation of Services January 1, 2017

Questions regarding the RFP may be directed to Mr. Richard Dalton at 617-880-2319 or via emailat rdalton@commauto.com.

JOHN D. METCALFE
Administrator — Residual Market Services

Attachment — Commercial Servicing Carrier Program Request for Proposal
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N ATALIE A. HUBLEY
PRESIDENT

COMMONWEALTH AUTOMOBILE REINSURERS
2 25 Franklin Street Boston, Massachusetts 02110

www.commauto.com 617-338.4000

REQUEST FOR PROPOSAL

FOR COMMERCIAL SERVICING CARRIER APPOINTMENT

MASSACHUSETTS AUTOMOBILE RESIDUAL MARKET

COMMERCIAL AUTOMOBILE PROGRAM 

CEDED POLICIES EFFECTIVE JANUARY 1, 2017
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Section 1— Background and Purpose

1.1 Schedule of Events 

Commonwealth Automobile Reinsurers (CAR) intends to progress in this procurement in
a series of orderly steps. The schedule that follows has been developed in order to
provide adequate information for proposers to prepare definitive proposals and to permit
CAR to consider fully various factors that may affect its decision. These dates should be
carefully observed.

Event Date

Notice of RFP Issued March 1, 2016

Mandatory Pre-Response Conference March 16, 2016

Final Date for Proposer Questions March 31, 2016

Final Date to Submit Proposals April 15, 2016

Selection Committee Evaluation of Proposals May 2-27, 2016

Governing Committee Decision June 15, 2016

Servicing Carrier Appointment Notification June 16, 2016

ERP Distribution Notification September 1, 2016

ERPs Contracted by Servicing Carriers October 31, 2016

Servicing Carrier Implementation of Services January 1, 2017

1.2 Background Information

CAR employs a specialized program to handle ceded commercial risks in order to control
the size of the residual market and to establish equitable access to the residual market for
all classes of commercial automobile business (except that which is written through the
Taxi/Limousine Program). The program is designed to enhance the effectiveness of loss
control and underwriting practices by assigning each producer to one Servicing Carrier.
The program consolidates the servicing of this business to a limited number of Servicing
Carriers each appointed for a specific term. The number of Servicing Carriers for the
appointment term will be determined by the Commercial Servicing Carrier Selection
Committee.

1.3 Current Administrative Procedures & Servicing Carrier and Producer Requirements 

The specific requirements for Servicing Carriers and producers are contained in CAR's
Rules of Operation and Manual of Administrative Procedures available on CAR's
website at www.commauto.com.

Commonwealth Automobile Reinsurers
Commercial Servicing Carrier RFP
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1.4 Purpose
The purpose of this Request for Proposal (RFP) is to provide qualified insurance carrierswith information sufficient to enable them to submit proposals for becoming a carrier toservice Massachusetts ceded commercial automobile business, other than taxi, limousine,and car service business, effective January 1, 2017. Proposals shall respond to all termsand conditions of this RFP. Proposers shall complete all information requested.
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Section 2 — Program and Performance Requirements

2.1 Administrative and Account Management Services 

The Servicing Carrier(s) will be expected to:

• Assign a management level account executive with knowledge of the Program
responsible for responding to CAR inquiries and the requirements set forth herein
and, upon reasonable notice, be available to meet with CAR staff and committee
representatives.

• For commercial automobile residual market business with policy effective dates
beginning on or after January 1, 2017, each approved Servicing Carrier shall utilize
an installment payment plan that has been filed with and approved by the
Commissioner of Insurance. The plan shall include the application of an installment
finance charge plan based on an annual percentage rate (APR), and no more than a
30% first or deposit payment on or before the policy effective date. The plan shall
also include that no fewer than seven monthly payments thereafter must be offered to
the insured that chooses to pay in installments. The Servicing Carrier will cooperate
with its producers assigned through the program to assure that policyholders are
made aware of their option to utilize an installment plan.

2.2 Underwriting and Technical Services

Subject to general direction of CAR, the Servicing Carrier(s) shall:

• Comply with the provisions of the Rules of Operation and CAR's Manual of
Administrative Procedures

• Perform pre-audits in order to prevent premium leakage on:

✓ All risks written on a gross receipts, mileage or composite rated basis and on any
trucking risk with a cost of hire exposure and five or more power units or the
equivalent of exposures if hired by the risk.

✓ The pre-audits must be completed within 120 days of the policy effective date.

✓ Additional or return premium shall be computed in accordance with the results of
the audit with appropriate notification given to the producer and the insured.

2.3 Claim Management Services 

• Subject to general direction from CAR, the Servicing Carrier(s) shall establish
procedures for claims management for the risks insured through this program
including, but not limited to the provisions of CAR's Rules of Operation and Manual
of Administrative Procedures.

• The Servicing Carrier(s)' Massachusetts claims units will manage claims arising out
of state.

Commonwealth Automobile Reinsurers
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2.4 Management Information Systems 
Subject to general direction of CAR, the Servicing Carrier(s) shall:
• Provide all data required by CAR's Rules of Operation and Manual of AdministrativeProcedures.
• Produce ad hoc reports as may be requested by CAR.

2.5 Loss Control Services 
The Servicing Carrier(s) will be expected to provide safety engineering or loss controlservices consistent with Best practices and as directed by the Governing Committee.Minimum parameters for the establishment of loss control programs to be made availableto qualifying policyholders are as follows:
• Upon request, any risk regardless of size will be provided written material concerningloss control. Any risk with five or more power units or the equivalent of suchexposure, if hired by the risk, that develops an experience rating debit will be offereda loss control survey.
• Program features shall include vehicle inspection, driver and equipment evaluation, areview of accident and loss experience, a safety newsletter or other informationalmailings.
• The results of the loss control survey shall include a corrective action plan, safetymanagement features and, if applicable to the risk, a hazardous material plan.

2.6 Integration of Claims and Underwriting Operations with Loss Control 
The Servicing Carrier(s) must provide the means to facilitate successful integration of theclaims, underwriting and loss control functions including but not limited to an SIUinvestigation of suspicious underwriting issues and the establishment of procedures forclaims alerts to the underwriting and loss control personnel. It is critically important thatthe claims and underwriting operations are fully coordinated with loss control services.

2.7 Innovative and Creative Solutions 
As CAR's statutory obligation is to contain and control costs, CAR is very interested inpursuing innovative and creative ideas that would strengthen the underwriting, claimadministration and loss control process in a cost effective manner, applying them to theProgram wherever appropriate. Proposals will be evaluated, in part, on their ability tobring fresh ideas and concepts to these classes of commercial business.

2.8 Additional Services 
CAR is interested in any other services which the proposer is qualified to offer that wouldenhance, or expand in a related manner, the services that CAR provides to its Members,producers, and insureds in a cost effective manner.
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2.9 Staffing

Whenever possible, staff should be assigned full time to the Program. Any and all staff
assigned to the Program must have an excellent working knowledge of the needs and
requirements of the Program and how these may differ from other business. The account
executive must be able to make a time commitment to the management of this account
and will be held responsible for the delivery of all services provided by the Servicing
Carrier(s).

2.10 Implementation

CAR will be very interested in the development of an implementation plan which will
provide the smoothest transition and minimal service disruption for the producer and the
insured.

2.11 Term and Termination

CAR seeks a multi-year appointment of five years. In accordance with the provisions of
CAR's Rules of Operation and Manual of Administrative Procedures, CAR has the
ability to terminate the appointment for lack of acceptable performance by the Servicing
Carrier. Lack of acceptable performance relates to the non-performance of material
services or the performance of material services in a manner that does not meet CAR
Performance Standards.

2.12 Depopulation Efforts

The Servicing Carrier(s) are expected to assist CAR in its efforts to control the size of the
commercial residual market by employing strategies to depopulate where possible. CAR
will require an annual report from Servicing Carriers outlining the effectiveness of their
efforts to depopulate the residual commercial automobile market. The report should
include any factors that may have successfully permitted or negatively impacted the
company's efforts to achieve a reduction. The report should be submitted to CAR on or
before March 3 " subsequent to each year of the term of appointment.
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Section 3 — General Conditions for Content of Proposals

3.1 Eligibility of Proposers 
Proposers must be Massachusetts licensed motor vehicle insurance companies with anacceptable A.M. Best rating of A- or better or comparable fmancial and operatingperformance as determined by CAR.

3.2 Regular Proposals 
Each proposer shall comply with all requirements as directed by this notice. Proposalswhich are defective or irregular may be rejected immediately.

3.3 Uniform Proposals 
To facilitate comparative analysis and evaluation of proposals, it is desired that a uniformformat be employed in structuring each proposal. The required format is specified inSection 7 of the RFP. Proposals with major deviations or omissions may not beconsidered for detailed study.

3.4 Requests for Additional Information
Questions regarding the RFP and the selection process should be directed to:

Richard Dalton
CAR Residual Market Services

617-338-2319
rdalton@commauto.com

Proposers may also submit questions orally or in writing at the pre-response conference(see Section 3.6). All questions and answers of general interest will be circulated inwriting after the pre-response conference to all firms who have attended. Officials oremployees of CAR, its consultants or committee members shall not be contacted at anytime by proposers. Any unauthorized contact may be grounds for disqualification of theproposer' s proposal.

Any questions submitted after the mandatory pre-response conference must be submittedby March 31, 2016. Answers will be returned in writing to all proposers.

3.5 Revisions 
If it should become necessary to revise any part of this RFP or otherwise provideadditional information, an addendum will be issued by CAR and furnished to allprospective proposers that have attended the CAR pre-response conference.
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3.6 Pre-Response Conference 

A mandatory pre-response conference for prospective proposers will be held at the
offices of CAR, 225 Franklin Street, Boston, MA 02110 at 11:00 A.M. on March 16,
2016. Only those firms represented at the mandatory pre-response conference shall be
eligible to submit proposals to CAR for this procurement.

3.7 Proposer's Examination of the RFP

Proposers shall examine all information and materials contained in and with this RFP.
Proposers shall also be responsible for having full knowledge of all relevant laws and
regulations of the State of Massachusetts and the United States Government. Failure to
do so shall be at the proposer's risk.

3.8 Exceptions to the RFP 

It is anticipated that proposers may find instances where their proposals are not
completely consistent with the specifications of this RFP. All such exceptions shall be
clearly identified and written explanations shall include the scope of the exceptions, the
ramifications of the exceptions for CAR, its Members, representative producers and
insureds, and a description of the advantages to be gained by CAR, its Members,
representative producers and insureds as a result of these exceptions. This written
description shall be included in Section 7.3.2 of this RFP.

3.9 Proposals Considered Firm

All proposals received by CAR in response to this RFP shall be considered firm and may
not be amended during the pendency of the selection process unless CAR amends any
data or RFP requirements during that process.

3.10 Statement of Time 

Time, if stated as a number of days, shall include Monday through Friday, excluding
legal holidays, unless specifically stated otherwise.

3.11 Incurring Costs

CAR shall not be liable for any costs incurred by proposers in preparing, submitting or
presenting proposals, or in satisfying any other requirements. CAR shall not reimburse
any costs incurred by proposers in anticipation of t?eing awarded a Servicing Carrier
appointment under this RFP. CAR shall not accept billings for additional costs except as
may be otherwise specified in this RFP.
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3.12 Responsibilities of Servicing Carrier
The successful proposer(s) shall be considered the Servicing Carrier(s) and shall berequired to comply with all CAR's Servicing Carrier requirements and to assume totalresponsibility for all services offered in this proposal, whether or not it is the producer,author, or supplier of them.
CAR shall consider the authorized representative of the successful proposer(s) to be thesole point of contact with regard to all obligations incurred and all services supplied orperformed pursuant to this RFP.
Prior to final selection, proposers may be required to submit any additional informationwhich CAR may deem necessary to determine the proposer's qualification to respond tothis RFP.

3.13 Firm Price
Prices provided pursuant to this RFP shall be firm and not subject to increase during theterm of any appointment arising between CAR and the successful proposer(s) as a resultof this RFP, except as may be approved by CAR's Governing Committee.

3.14 Open Procurement
CAR reserves the right to accept any item or group of items proposed in any response,unless the proposer qualifies its offer by specific limitation. CAR reserves the right tonegotiate with proposers regarding variations to the original proposal(s), to includecost(s), which may be in the best interest of CAR. CAR reserves the right to accept orreject any or all proposals in whole or in part.

3.15 Terminology
Terms used in this RFP are not intended to imply or denote a particular proposer and arenot to be construed as restrictive in any way.

3.16 Implementation Dates
Proposers shall be expected to fully implement their services on January 1, 2017 andcontract with those producers appointed to them no later than October 31, 2016.

3.17 Execution of Appointment 
Upon the acceptance of a proposal(s), CAR shall name the selected Servicing Canier(s)in accordance with the provisions of CAR's Rules of Operation and Manual ofAdministrative Procedures, and as approved by its Governing Committee.
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3.18 No Assignment 
Assignment by the successful proposer(s) to any third party of any contract based on this
RFP or any monies shall be absolutely prohibited and will not be recognized by CAR
unless approved by CAR in writing.

3.19 Proposer Responsibility 
Notwithstanding the details presented in this RFP, it is the responsibility of the proposer
to verify the completeness and suitability of the services proposed to meet the intent of
these specifications. Any additional services which may be required within each
individual component of service proposed, even if not specifically mentioned herein,
shall be provided by the proposer without claim for additional payment. The successful
proposer shall be obligated to provide a program which meets all guarantees in its
proposal for the price contained herein. This includes, but is not limited to, all
requirements of the Commonwealth of Massachusetts and the United States Government,
whether or not specifically identified in this RFP.

3.20 Proposer Commitment 
The proposer shall provide and maintain all services proposed pursuant to this RFP for
the term of the appointment by CAR unless otherwise directed by the Governing
Committee.

3.21 Rights to Submitted Material
All proposals, responses, inquiries, or correspondence relating to or in reference to this
RFP, and all reports, charts, displays, schedules, exhibits and other documentation
submitted by proposers shall become the property of CAR when received. CAR shall
have no obligation to return any such submitted material.
Supporting technical manuals will be returned at the request of the proposer. CAR
retains the right to use any or all ideas presented in any proposal in response to the RFP,
whether selected or not. Selection or rejection of any proposal does not affect this right.

3.22 Proposals Not Selected 
Non-selection of proposals will mean that another proposal was deemed to be more
advantageous to CAR or that no proposal was accepted. The decision of CAR' s
Governing Committee is final. Proposers whose proposals are not accepted will be so
notified.

3.23 Non-Discrimination in Employment and Affirmative Action
The proposer shall not discriminate against any qualified employee or applicant for
employment because of race, color, national origin, ancestry, age, sex, religion or
physical or mental handicap. The proposer agrees to comply with all applicable federal
and state statutes, rules and regulations prohibiting discrimination in employment.

Commonwealth Automobile Reinsurers
Commercial Servicing Carrier RFP

Page 13 of 29

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 40 OF 174



3.24 Force Majeure 
Neither the proposer nor CAR shall be liable, nor may either cancel the Appointmentpursuant to this RFP, when delays arise out of causes beyond the control and withoutfault or negligence of the proposer or CAR. Such causes may include but are notrestricted to acts of God or the public enemy, fires, floods, lightning strikes, epidemics,quarantine restrictions, strikes, freight embargoes, wars, civil disturbances, workstoppage, power failures, laws, regulations, ordinances, acts or orders of anygovernmental agency or official thereof, and unusually severe weather. In every case, thedelay must be beyond the control and without the fault or negligence of either party.
If the proposer is delayed in its performance as a result of the above causes, CAR mayeither (1) extend the time for completion of such responsibilities for a period of timeequivalent to the time lost for the completion of such responsibilities by reason of any orall of the aforesaid causes, or (2) secure substitute performance at its own cost andexpense during the duration of the excusable delay and reduce performance and paymentunder this Appointment, or (3) terminate all or a portion of this Appointment when thedelay totally precludes the proposer's performance or materially affects it and the delaycontinues for a period of thirty (30) consecutive days. CAR agrees that within 10business days after commencement of the delay, it shall give the proposer written noticeof its election as to options (1), (2) or (3).
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Section 4 — Proposal for Services

4.1 Administration and Account Management Services 
Referring to Section 2.1 of the RFP, indicate how your firm would approach the deliveryof administrative and account management services.

4.2 Underwriting and Technical Services 
Referring to Section 2.2 of the RFP, indicate how your firm would approach the deliveryof underwriting and technical services.

4.3 Claims Management Services
Referring to the requirements set forth in Section 2.3 of the RFP, please describe in detailthe process by which your firm will manage claims from the point of accident to theclosing of the case. Include any charts or diagrams which you believe would be helpfulto CAR in understanding your presentation on this subject. Please describe thefollowing:

• Your first reporting and initial investigation process. Include standard criteria forengaging ancillary services (managed care, fraud control, etc.) and your expectationof insured participation in the process.
• Your litigation management and legal cost containment process.
• Your fraud management program and any related extra costs.
• Your process for recovery, subrogation, etc.

Specifically indicate your firm's interest and capability of meeting each of therequirements. Please note and explain any exceptions to the requirements.

4.4 Management Information Systems 
Referring to Section 2.4 of the RFP, describe how your firm would meet the informationstorage and reporting requirements of CAR. Include samples of your reporting formats.

Does your firm have the capability to meet all the reporting requirements stated inSection 2.4 of this RFP? If not, explain the variations.

Can your firm provide custom reports for CAR? Comment as needed.

For reports needed on a monthly basis, how soon after the end of the month would thesereports by available to CAR?

Can your firm provide on-line direct access to your computer system for inquiry only and
report generation capabilities? Comment as needed.

Commonwealth Automobile Reinsurers
Commercial Servicing Carrier RFP

Page 15 of 29

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 42 OF 174



4.5 Loss Control Services 
Referring to Section 2.5 of the RFP, indicate how your firm would approach the deliveryof loss control services.

4.6 Integration with Loss Control 
Referring to Section 2.6 of the RFP, describe how your firm would integrate the claimsmanagement operation with that of loss control.

4.7 Innovative and Creative Solutions 
Referring to Section 2.7 of the RFP, list and describe any services which your firm couldoffer that would further control claims and service costs.

4.8 Additional Services
Referring to Section 2.8 of the RFP, describe any additional services that your firm couldmake available to CAR that would be relevant and useful to the operation of a propertyand liability pool.

4.9 Implementation Plan
Referring to Section 2.10 of the RFP, describe your firm's proposed implementation planwhich will provide the smoothest transition and minimal service disruption for theproducer and the insured.
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Section 5 — Program Price

5.1 Projected Costs/Expense Allowance 

Proposers should provide detailed cost projections to service this business. Your analysis
should be based on the assumption that your company will service a specified volume of
ceded commercial written premium, distributed equitably among either three, four or five
selected Servicing Carrier(s). The total ceded written premium identified in Section 5.3
of the RFP, is used as a basis for calculating estimated residual market premium. Your
analysis should conclude with a price proposal, calculated as a percentage of ceded
written premium, for policy year 2017 as well as each additional year of the appointment.
Additional information providing a more detailed breakdown of this data will be
distributed under separate cover.

Using Exhibit 5.1.1 in Appendix A, provide the following information to detail your
company's cost projections and price proposal for servicing this business.

1. In Sections A, B, C and D, separately identify total policy year 2017 projected
company expenses for servicing ceded business by ULAE expenses,
Underwriting/Technical Services expenses, Loss Control Services expenses, and
Company/General expenses. Include detail as specified in the exhibit and based on
the ceded written premium scenarios given in Section F. Specify your preference for
an optimal premium volume by completing the column titled Preference. If actual
proposed expenses are not used, please specify the methodology used to allocate
these expenses.

2. In Section G, calculate your company's projected policy year 2017 expense ratio
using the ceded written premium given in Section F.

3. In Section H, provide your company's proposed policy year 2017 program price.

4. Provide program price proposals for each additional year of the appointment. In
Sections I, J, K and L, include your proposals for policy years 2018-2021. All price
proposals should be based on the ceded written premium given in Section F.

The selected price, as approved by CAR's Governing Committee, shall be uniformly
applicable to each carrier selected to be a Servicing Carrier. Note that the selected
Servicing Carriers will be requested to provide CAR with an annual expense call
containing the same information and detail level your company is providing in this
proposal.

Servicing Carriers may petition CAR for reimbursement of extraordinary expense
resulting from statutory or regulatory assessments that include ceded premium in the
determination of the company's market-share-based assessment.

5.2 General Cost-Related Information 

The tables in the following sections provide statistics which identify the current size of
the residual market and general claim costs. More detailed data will be posted to CAR's
website in March. Respondents may also request additional statistics at the pre-response
conference.
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5.3 Volume of Business 
Residual market business is written through approximately 1,254 producers. The 2015
policy year residual market (CAR ID codes 4 and 5) volume at 12 months for all
commercial classes except the taxi, limousine, and car service classes is as follows:

Class
Ceded Written

Premium Exposures Cession Rate)
TTT $52,057,990 18,565 8.0%

Zone in $13,982,557 2,885 90.0%
PPT Fleet $2,778,004 1,060. 4.8%

PPT non-FL $17,945,034 13,443 27.6%
BusNan Pool $33,368,833 7,998 37.0%

Garage $9,616,171 3,328 25.4%
All Other $13,457,946 N/A

Total $143,206,535

(I)Cession Rate is exposure-based

5.4 Ceded Commercial Claim Experience 

Policy Year Ceded Data Through December, 2015
(CAR ID Codes 4 and 5 Excluding Taxi, Limousine, and Car Service)

2015 2014 2013
Written Premium $143,206,535 $119,351,264 $103,290,678
Cession Rate(23 19.9% 17.6% 16.0%
Earned Premium $70,064,044 $119,351,264 $103,290,678
Reported Loss Ratio 57% 71% 77%
Incurred Claims
Liability 4,864 9,028 7,409
Physical Damage 5,151 10,069 8,213
Total 10,015 19,097 15,622
Incurred Losses
Liability. $24,966,997 $59,470,748 $59,704,904
Physical Damage $15,201,235 $24,834,061 $20,126,892
Total $40,168,232 $84,304,809 $79,831,796
Cost per Claim
Liability $5,133 $6,587 $8,058
Physical Damage $2,951 $2,466 $2,451
Total $4,011 $4,415 $5,110

(2)Cession Rate is premium-based
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Section 6 — General Instructions

6.1 Contact Information and Deadline of Submission of Proposals 
It is intended that this be a "turnaround" document, i.e. that each proposer furnish allinformation in the format presented by this RFP on the forms provided herewith.Submissions of manuals, promotional literature and other documents should beminimized except as the proposer may consider absolutely necessary to meet therequirements of this RFP.

Each proposal shall include a letter of transmittal, not to exceed two pages in length,which bears the signature of an authorized representative of the proposer (see Section3.12) and designates by name not more than two individuals authorized to represent theproposer with binding authority.

The letter of transmittal may also briefly set forth any particular information the proposerwishes to bring to CAR' s attention.

The proposer shall provide one electronic copy of its proposal and deliver five copies ofits proposal no later than 12:00 noon on April 15, 2016 to:

Mr. Richard Dalton
Residual Market Services

Commonwealth Automobile Reinsurers
225 Franklin Street, Boston, MA 02110

Tel: 617-880-2319
Fax: 617-880-7298

Email: rdal ton a,commauto.com 
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Section 7 —Proposal Information

7.1 General Information

7.1.1 Proposer Information
(If more than one office in Massachusetts, list on a separate sheet)
Office Headquarters Name:

Address:

Telephone:
EIN:

Local Underwriting Name:
Office Address:

Telephone:

Local Claims Name:
Office Address:

Telephone:

Local Loss Control Name:
Office Address:

Telephone:

In what year was your firm incorporated?

What are your firm's other lines of business?

What is your firm's A.M. Best rating?

What is your firm's total gross revenue?

What is your firm's total written premium?

Commonwealth Automobile Reinsurers
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Who is the individual responsible for this account?
Name:
Title:

By submitting this proposal, the proposer certifies that the firm is in compliance
with all laws of the Commonwealth of Massachusetts, the Internal Revenue
Service relating to taxes and 201 CMR 17.00 relating to confidentiality and
protection of personal information.

7.1.2 Service Profile 
List the location of the office(s) that would service this account.

What is your current staffing for underwriting, claims, and loss control services
in the Boston/New England area:

Position Classification Number of FTE Personnel

Underwriting
Claims
Loss Control

For this program:

Describe your firm's billing payment plan.

What minimum and maximum levels of assigned ceded written premium are
necessary for your firm to bid on servicing this business?

Minimum:
Maximum:

What ratio of premium or insureds to underwriters does your firm propose to
maintain?

What ratio of underwriters to supervisors will your firm maintain?

What ratio of open claims to claim adjusters does your firm propose to maintain?
If applicable, separate your response by coverage: BI, PDL, and PIP/med pay.
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What ratio of adjusters to supervisors will your firm maintain?

What ratio of premium or insureds to loss control representatives does your firmpropose to maintain?

What ratio of loss control representatives to supervisors will your firm maintain?

Describe what efforts your firm would employ in seeking to reduce the cessionrate for all classes of commercial automobile business (excluding taxi, limousineand car service).

7.1.3 Division of Responsibilities 
If the proposer intends to utilize one or more subcontractors, provide a summarydescription of responsibilities among (a) the proposer and (b) each subcontractor.Also, describe how you have worked with the subcontractor in the past. If nosubcontractors are to be used, so state.

Subcontractor Information:

Name, Address, and Telephone Number:

Specify this subcontractor's responsibility for this engagement.

Name, Address, and Telephone Number:

Specify this subcontractor's responsibility for this engagement.
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Name, Address, and Telephone Number:

Specify this subcontractor's responsibility for this engagement.

7.1.4 Executive Summary

Provide a summary of your proposal, prepared in such a manner as to be
understood to individuals at a general management level with experience in
commercial automobile insurance. The synopsis should contain a summary of
your proposal and a brief description of the following:

• Your claim and management philosophy and proposed approach
• Your proposed services
• Your integration of functions
• The distinctive elements of your proposal and your firm's capabilities
• Your training and support commitments
• The experience of your firm with similar programs, with Massachusetts

commercial business, and with other commercial business
• Your additional recommendations for this engagement

7.2 Implementation 

Provide your implementation plan, referring to Section 2.10 of the RFP.

7.3 Miscellaneous Provisions 

7.3.1 Capability to Respond to Significant Changes 

Explain your firm's capability to respond to significant changes in this
engagement.

7.3.2 Exceptions to the RFP 

Summarize material exceptions which your firm has to this RFP.

7.3.3 Additional Services and Associated Costs

Referring to Section 4.7 of the RFP, list any additional services or approaches
and the anticipated costs.

7.3.4 Addendum 

Specify in not more than two pages any additional information which your firm
feels CAR should have in evaluating your proposal.
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Section 8 — Selection Process

Since the selection of Servicing Carrier(s) to serve CAR's needs is an important and complextask, CAR will follow the process outlined in the following subsections.

8.1 Request for Proposal (RFP)
This RFP is intended to provide the interested proposers with uniform informationconcerning the nature of the services desired and conditions for submitting proposals.The pre-response conference will be held to clarify any points which may be in question.In responding to this RFP, proposers shall adhere to the format provided herein so thatcomparable objective data will be provided for CAR's review and analysis.

8.2 Evaluation Responsibility
CAR, with the advice of whatever consultants it may choose to engage, will have fullresponsibility for reviewing and evaluating all proposals submitted in response to thisRFP and assigning such committees as are appropriate for making a finalrecommendation to CAR's Governing Committee.

8.3 General Objectives for Evaluation
The general objectives to be evaluated include but are not limited to the proposer's abilityto properly underwrite the exposures written through the Program according toclassification and garaging (territory) and to eliminate fraud and mitigate the frequencyand severity of losses through effective claims management and loss control.

Servicing Carrier(s) will be selected based on their proven ability to handle all classes ofcommercial business, except business written through the Taxi/Limousine Program.Measurement of a Servicing Carrier's qualifications will include a basis for anexpectation of superior performance and improvement in overall underwriting resultswithin the Program.

8.4 Evaluation Factors
Proposals will be evaluated against the specifications presented in the RFP. A proposermay or may not be eliminated from consideration for failure to comply completely withone or more of the requirements, depending on the critical nature of the requirement.CAR will apply a weighted factor approach in its evaluation of proposals with eachcategory evaluated from 0% to the maximum shown.

The award of an appointment pursuant to this RFP will be made to that responsibleproposer(s) whose proposal is determined to have the greatest overall benefit to CAR, itsMembers, agents and insureds. CAR will apply the following weighted factors inevaluating the proposals received. The relative importance of these factors involvesmanagement judgments and will include both objective and subjective analysis. Refer toSection 8.7 for a summary of the evaluation factors.
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Claims Evaluation
A. Experience/Demonstrated Performance

I. Demonstrated performance writing MA commercial automobile
business (8%)

2. Demonstrated performance with commercial automobile business,
including servicing residual market programs (4%)

3. General experience of proposer (3%)
B. Personnel and Leadership

1. Administrative and account management leadership (4%)
2. Capability and experience of staff assigned (6%)
3. Integration of claims operation with loss control (2%)

C. Location of Staff (4%)
D. Capability for Adjusting to Changed Exposure (3%)

Subtotal 34%

Underwriting Evaluation
A. Experience/Demonstrated Performance

1. Demonstrated performance writing Massachusetts commercial
automobile business (8%)

2. Demonstrated performance with commercial business, including
servicing residual market automobile programs (4%)

3. General experience of proposer (3%)
B. Personnel and Leadership

1. Administrative and account management leadership (4%)
2. Capability and experience of staff assigned (6%)
3. Integration of underwriting operation with loss control (2%)

C. Location of Staff (3%)
D. Capability for Adjusting to Changed Exposure (3%)

Subtotal 33%

Loss Control Evaluation
A. Experience/Demonstrated Performance

1. Demonstrated performance writing Massachusetts
commercial business (4%)

2. Demonstrated performance with commercial automobile
business, including servicing residual market programs (2%)

3. General experience of proposer (2%)
B. Personnel and Leadership

1. Administrative and account management leadership (2%)
2. Capability and experience of staff assigned (4%)
3. Integration of loss control with claims and underwriting

Operations (2%)
C. Location of Staff (3%)
D. Capability for Adjusting to Changed Exposure (2%)

Subtotal 21%
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Other
A. Management Information Systems which include the abilityto produce ad hoc reports (2%)
B. Minimize/Mitigate Market Disruption (3%)C. Experience with Massachusetts reporting requirements whichincludes statistical reporting, financial reporting and Registryof Motor Vehicle requirements (2%)D. Quality of Implementation Plan (1%)E. Additional Services/Creativity (I %)F. AM Best Rating (3%)

Subtotal 12%
TOTAL 100%8.5 Proposer Conferences 

Following the initial screening of proposals, some of the proposers may be eliminatedfrom consideration. Those that have not been eliminated may then be requested at nocost to CAR to meet with CAR staff and its committees and advisors for the purpose ofpresenting distinguishing elements of its proposal and responding to questions. Eachsuch conference may be expected to take up to two hours.

8.6 Proposer Selection
The field of proposers shall be reduced to a group of finalists. The finalists, or a subsetthereof, may be invited to participate in a more detailed review of qualifications andcapabilities with CAR. CAR's personnel will also be available during that time to meetwith each proposer's personnel to discuss any special requirements presented by thisRFP. These conferences may be supplemented by visits to the proposer's office.Interviews with individual staff on-site may be required.
Concurrently, each finalist may be requested to submit supplemental information basedon its meeting with CAR and the ongoing evaluation of its proposal. This supplementalinformation will also be considered in CAR's selection process.
Following the procedures previously described, CAR will make a decision regardingselection of the proposer(s) to whom it will engage for the purpose of servicing cededcommercial business.

8.7 Summary of Evaluation Factors

Category . Claims Underwriting Loss Control TotalExperience 15% 15% 8% 38%Personnel & Leadership 12% 12% 8% 32%Location of Staff 4% 3% 3% 10%Adjust to Change 3% 3% 2% 8%Subtotal 34% 33% 21% 88%AM Best Rating
3%Other 9%Total

100%

Commonwealth Automobile Reinsurers
Commercial Servicing Carrier RFP

Page 26 of 29

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 53 OF 174



A
pp

en
di

x 
A

E
xh

ib
it 

5.
1.

1

Su
m

m
ar

y 
of

 P
ro

je
ct

ed
 C

os
ts

 F
or

 S
er

vi
ci

ng
 th

e 
C

om
m

er
ci

al
 R

es
id

ua
l M

ar
ke

t
( E

xc
lu

d
in

g
 T

a
xi

, L
im

o
u

si
n

e
 a

n
d

 C
a

r 
S

e
rv

ic
e

)

A
 U

LA
E

 E
xp

en
se

s

C l
ai

m
s 

M
an

ag
em

en
t S

er
vi

ce
s 

Lo
ad

ed
 A

nn
ua

l S
ta

ffi
ng

 C
os

ts
O

ve
rh

ea
d!

Tr
av

el
in

g 
Ex

pe
ns

es
*

Sp
ec

ia
l I

nv
es

tig
at

io
ns

 (c
on

ce
rn

in
g 

th
e 

fa
ct

s 
of

 th
e 

lo
ss

)
Ad

ju
st

er
s 

Fe
es

M
ot

or
 V

eh
ic

le
 A

pp
ra

is
al

 F
ee

s
Fe

es
 fo

r r
et

rie
va

l o
f p

re
in

sp
ec

tio
n 

re
po

rts
O

th
er

T o
ta

l

pa
ge

 2
7 

of
 2

9

3 
C

ar
rie

rs
 

4 
C

ar
rie

rs
 

5 
C

ar
rie

rs
 

P
re

fe
re

nc
e

Al
l s

al
ar

ie
s,

 in
cl

ud
in

g 
U

LA
E-

re
la

te
d 

sa
la

rie
s,

 s
ho

ul
d 

be
 re

po
rte

d 
in

 th
e 

sa
la

ry
 s

up
pl

em
en

t.

B.
 U

nd
er

w
rit

in
g/

Te
ch

ni
ca

l S
er

vi
ce

s 
E

xp
en

se
s 

3 
C

ar
rie

rs
 

4 
C

ar
rie

rs
 

5 
C

ar
rie

rs
 

P
re

fe
re

nc
e

U
nd

er
w

rit
in

g/
Te

ch
ni

ca
l S

er
vi

ce
s 

Lo
ad

ed
 A

nn
ua

l S
ta

ffi
ng

 C
os

ts
Ag

en
cy

 E
du

ca
tio

n 
an

d 
Tr

ai
ni

ng
G

en
er

al
 P

ro
ce

ss
in

g 
Ex

pe
ns

es
O

th
er

To
ta

l

C.
 L

os
s 

C
on

tro
l S

er
vi

ce
s 

E
xp

en
se

s

Lo
ss

 C
on

tro
l S

er
vi

ce
s 

Lo
ad

ed
 A

nn
ua

l S
ta

ffi
ng

 C
os

ts
Su

rv
ey

s 
of

 n
ew

 in
su

re
ds

Su
rv

ey
s 

of
 re

ne
w

al
 in

su
re

ds
C

os
t f

or
 V

eh
ic

le
 In

sp
ec

tio
n

E
du

ca
tio

na
l P

ro
gr

am
s

M
on

ito
rin

g 
of

 L
os

s 
C

on
tro

l r
ec

om
m

en
da

tio
ns

Sp
ec

ia
l S

er
vi

ce
s

O
th

er

T o
ta

l

3 
C

ar
rie

rs
 

4 
C

ar
rie

rs
 

5 
C

ar
rie

rs
 

P
re

fe
re

nc
e

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 54 OF 174



A
pp

en
di

x 
A

E
xh

ib
it 

5.
1.

1

Su
m

m
ar

y 
of

 P
ro

je
ct

ed
 C

os
ts

 F
or

 S
er

vi
ci

ng
 th

e 
C

om
m

er
ci

al
 R

es
id

ua
l M

ar
ke

t
(E

xc
lu

d
in

g
 T

a
xi

, L
im

o
u

si
n

e
 a

n
d

 C
a

r 
S

e
rv

ic
e

)

D.
 C

om
pa

ny
/G

en
er

al
 E

xp
en

se
s

O
th

er
 L

oa
de

d 
An

nu
al

 S
ta

ffi
ng

 C
os

ts
Ad

m
in

is
tra

tiv
e/

Ac
co

un
t M

an
ag

em
en

t S
er

vi
ce

s
M

an
ag

em
en

t I
nf

or
m

at
io

n 
Sy

st
em

 S
er

vi
ce

s
AN

 O
th

er
 S

er
vi

ce
s

R
en

t a
nd

 R
en

t I
te

m
s

O
ffi

ce
 E

qu
ip

m
en

t &
 S

up
pl

ie
s

P
ro

fe
ss

io
na

l S
er

vi
ce

s (
Au

di
to

rs
, A

ct
ua

ria
l, L

eg
al

, e
tc

.)
Ta

xe
s,

 L
ic

en
se

s,
 &

 F
ee

s
O

th
er

To
ta

l

E.
 C

al
cu

la
tio

n 
of

 T
ot

al
 E

xp
en

se
s

Se
ct

io
n 

A
. T

ot
al

: 
U

LA
E 

Ex
pe

ns
es

Se
ct

io
n 

B
. T

ot
al

: 
U

nd
er

w
rit

in
g/

Te
ch

ni
ca

l S
er

vi
ce

s 
Ex

pe
ns

es
Se

ct
io

n 
C

. T
ot

al
: 

Lo
ss

 C
on

tro
l S

er
vi

ce
s 

Ex
pe

ns
es

Se
ct

io
n 

D
. T

ot
al

: 
C

om
pa

ny
/G

en
er

al
 E

xp
en

se
s

TO
TA

L:
 (

A+
B+

C
+D

)

F.
 E

st
im

at
ed

 R
es

id
ua

l M
ar

ke
t P

re
m

iu
m

G.
 P

Y
 2

01
7 

E
xp

en
se

 R
at

io
 (T

ot
al

 E
 / 

F)

H.
 P

T 
20

17
 P

ric
e

If
 d

iff
er

en
t f

ro
m

 G
., 

pl
ea

se
 e

xp
la

in
.

pa
ge

 2
8 

of
 2

9

3 
C

ar
rie

rs
 

4 
C

ar
rie

rs
 

5 
C

ar
rie

rs
 

P
re

fe
re

nc
e

3 
C

ar
rie

rs
 

• 
4 

C
ar

rie
rs

 
5 

C
an

te
rs

 
P

re
fe

re
nc

e

84
7.

73
5.

51
2

83
5,

80
1,

63
4 

82
8.

64
1.

30
7

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 55 OF 174



I.
 P

Y
 2

01
8 

P
ric

e
If

 d
iff

er
en

t f
ro

m
 H

., 
pl

ea
se

 e
xp

la
in

J.
 P

Y
 2

01
9 

P
ric

e
If

 d
iff

er
en

t f
ro

m
 L

, 
pl

ea
se

 e
xp

la
in

K.
 P

Y
 2

02
0 

P
ric

e
If

 d
iff

er
en

t f
ro

m
 J

., 
pl

ea
se

 e
xp

la
in

L
 P

Y
 2

02
1 

P
ric

e
I f

 d
iff

er
en

t f
ro

m
 K

., 
pl

ea
se

 e
xp

la
in

A
pp

en
di

x 
A

pa
ge

 2
9 

of
 2

9

E
xh

ib
it 

5.
1.

1

Su
m

m
ar

y 
of

 P
ro

je
ct

ed
 C

os
ts

 F
or

 S
er

vi
ci

ng
 th

e 
C

om
m

er
ci

al
 R

es
id

ua
l M

ar
ke

t
(E

xc
lu

di
ng

 T
ax

i, 
Li

m
ou

si
ne

 a
nd

 C
ar

 S
er

vi
ce

)

3 
C

ar
rie

rs
 

4 
C

ar
rie

rs
 

5 
C

ar
rie

rs
 

P
re

fe
re

nc
e

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 56 OF 174



EXHIBIT C

CAR DOCKET #MR16.04
 EXHIBIT #6

 PAGE 57 OF 174



F

Subject:RE: meeting request
Date:2016-03-10 14:01

From:John Rapo <jir@rapoandjepsen.com>
To:"Fitzpatrick, Roberta" <Roberta.Fitzpatrick@arbella.com>

Roberta

That's fine but you told me the other request are being worked on.

Do you know when I can expect those?

Also an in force list has nothing to do with the hearing. Who should I speak to about that ?

Thank you

John Rapo

1103 Commonwealth Ave.
Boston, MA 02215
617-783-1160 (phone)
617-783-2062 (fax)

NOTICE: The information transmitted in this e-mail, including any attachments, may
contain information that is proprietary or confidential and is intended solely for the
individual or entity to which it is addressed. If you are not the intended recipient of
this message, any unauthorized use, retention, dissemination, forwarding, printing or
copying of this message is prohibited. If you have received this communication in error,
please delete it from your system and notify the sender by return e-mail or by telephone.

On 2016-03-10 13:47, Fitzpatrick, Roberta wrote:

John —

You are asking for more than is required by the CAR Rules.

1
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Arbella has issued a notice of termination in accordance with the CAR Rules.

You have the right to file a request review by CAR.

Should you decide to proceed with a request for review, Arbella will comply with the CAR Rules relative to the
submission of written materials

Otherwise no further action is required on Arbella's part.

Roberta

Law Office of Roberta Fitzpatrick
101 Arch Street, Suite 1761
Boston, MA 02110

Telephone 617-769-3500
Facsimile 617-946-0569
Email robertafitzpatrick(&arbella.com

From: John Rapo fmailto:Ur@rapoandjepsen.coml
Sent: Thursday, March 10, 2016 1:27 PM
To: Fitzpatrick, Roberta
Subject: Re: meeting request

Roberta,

Thank you for the update. I am also requesting an in force list by month and evidence to support
the alleged violations.

When completed I will forward you a copy of the Request for Review.

Best-

2
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John Rapo

1103 Commonwealth Ave.
Boston, MA 02215
617-999-2090 (phone)
617-783-2062 (fax)

NOTICE: The information transmitted in this e-mail, including any attachments, may
contain information that is proprietary or confidential and is intended solely for
the individual or entity to which it is addressed. If you are not the intended
recipient of this message, any unauthorized use, retention, dissemination,
forwarding, printing or copying of this message is prohibited. If you have received
this communication in error, please delete it from your system and notify the
sender by return e-mail or by telephone.

On 2016-03-09 14:45, Fitzpatrick, Roberta wrote:

Hi John - sorry I did not get the chance to respond yesterday. I'm out of the office, but I
did have the opportunity to discuss your request with Arbella.

Arbella will be responding to your request for information. As to another meeting, it does
not appear that it would be productive.

I understand you will representing yourself and you will be filing a Request for Review.

Kindly forward a copy of your Request for Review to my attention.

Thank you.

Roberta

Sent from my iPhone

On Mar 8, 2016, at 2:15 PM, John Rapo <iirC@rapoandjepsen.com> wrote:

Roberta

I was following up regarding the meeting and documents I requested.

3
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Best-

John Rapo

1103 Commonwealth Ave.
Boston, MA 02215
617-999-2090 (phone)
617-783-2062 (fax)

NOTICE: The information transmitted in this e-mail, including any
attachments, may contain information that is proprietary or
confidential and is intended solely for the individual or entity to
which it is addressed. If you are not the intended recipient of this
message, any unauthorized use, retention, dissemination, forwarding,
printing or copying of this message is prohibited. If you have
received this communication in error, please delete it from your
system and notify the sender by return e-mail or by telephone.

On 2016-03-07 15:25, John Rapo wrote:

Roberta

I would like to set up a meeting with Arbella this week. I am available
tomorrow all day, Wed anytime before 2 pm, Thursday after 1 pm

Thank you

John Rapo

1103 Commonwealth Ave.
Boston, MA 02215
617-999-2090 (phone)
617-783-2062 (fax)

NOTICE: The information transmitted in this e-mail, including
any attachments, may contain information that is proprietary or
confidential and is intended solely for the individual or
entity to which it is addressed. If you are not the intended
recipient of this message, any unauthorized use, retention,
dissemination, forwarding, printing or copying of this message
is prohibited. If you have received this communication in
error, please delete it from your system and notify the sender
by return e-mail or by telephone.

This email message is intended only for the addressee(s) and contains information that
may be confidential.
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If you are not the intended recipient please notify the sender by reply email and
immediately delete this message.
Use, disclosure or reproduction of this email by anyone other than the intended
recipient(s) is strictly prohibited.
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