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A. Appointment of Carriers to Service the Residual Market

1. General Information

In order to control the size of and to establish equitable access to the
residual market for all classes of commercial automobile business
(excluding taxi, limousine and car service business) and taxi, limousine
and car service business, Commonwealth Automobile Reinsurers (CAR)
employs specialized programs for handling ceded commercial risks. The
Commercial Automobile Program and Taxi and Limousine Program are
designed to enhance the effectiveness of loss control and underwriting
practices by consolidating the servicing of the business eligible for each
Program to a limited number of Servicing Carriers appointed for a
specific term. Every producer is assigned to a single Servicing Carrier.
The number of Servicing Carriers and the appointment term are
determined by CAR’s Governing Committee.

Eligibility

The following classifications are eligible for placement through the Taxi
and Limousine Program; taxicab (owner-operator, rented or leased taxi,
all other), limousine and car service vehicles, as defined in Section V —
Public Transportation of the Commercial Automobile Insurance Manual
which is available on CAR’s website under the Manuals tab.

The Commercial Automobile Program applies to all other classes of
commercial automobile business (except that which is written through
the Taxi and Limousine Program).

Request for Proposals

To solicit proposals for servicing ceded commercial business, CAR
invites prospective participants to respond to the Commercial Servicing
Carrier or Taxi and Limousine Program Request for Proposals (RFPSs).
Solicitation of proposals is made via a CAR Bulletin. At the time
proposals are being solicited, the RFPs are also posted to the home page
of CAR’s website.

Each RFP provides information necessary to enable the submission of a
proposal for consideration as a carrier to service Massachusetts ceded
commercial automobile or taxi, limousine and car service business. The
RFPs identify the schedule of events, the expectations for each of the
Programs, Servicing Carrier performance requirements, requirements for
the content of the company’s proposal and the term of the appointment.

Each RFP requests proposers to provide information relative to
administrative and account management services, underwriting and
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technical services, claims management services, management
information systems, and loss control services and how each of these
would be handled if the company is selected to serve as a Servicing
Carrier. The RFPs further request proposers to identify any additional
services that they may offer to control claims and service costs, to
specify an implementation plan which will provide a smooth transition
and minimal service disruption for both producers and insureds and to
identify residual market depopulation strategies which will assist CAR in
its efforts to control the size of the commercial residual market.

Finally, each RFP requests proposers to provide a detailed cost
projection and price proposal to service commercial automobile or taxi,
limousine and car service business. The selected price, as approved by
CAR’s Governing Committee, will be uniformly applicable to each
company selected to serve as a Servicing Carrier for each of the
individual Programs. For additional price information, refer to Chapter
VI — Allowances to Servicing Carriers of this Manual.

4. Servicing Carrier Requirements

Specific requirements and responsibilities for those Members appointed to
serve as commercial automobile or taxi and limousine Servicing Carriers
including those responsibilities relative to Exclusive Representative
Producers (ERPs) may be found in Rule 13 — Servicing Carrier
Requirements of CAR’s Rules of Operation which is available on CAR’s
website under the Manuals tab, and in Chapter Il — Servicing Carrier
Responsibilities of this Manual.

The RFPs for the Commercial Automobile and Taxi and Limousine
Programs provide further information and requirements relative the
servicing of specific aspects of each of the Programs.

5.  Withdrawal/Termination

If an appointed Servicing Carrier withdraws from either Program, or is
terminated by CAR or the Division of Insurance, the provisions of Rule
16.A. — Terminations of CAR’s Rules of Operation will apply. At least 45
days prior to the policy renewal date the withdrawing Servicing Carrier
must notify the insured and the producer of record that coverage will be
non-renewed.
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B. Appointment of Exclusive Representative Producers to Servicing Carriers

1. Appointment Process

Servicing Carriers will receive appointments of newly applying producers
on a rotational basis. However, pursuant to Rule 14.A.2. — Exclusive
Representative Producer Requirements, a producer applying for
appointment as an ERP that has a contractual relationship or membership
in a so-called producer cluster or network, or a direct or indirect material
and continuing proprietary or management interest in another agency or
brokerage firm which also has an ERP appointment to a Servicing Carrier
is considered to be an affiliate of the other agency or brokerage firm. Such
a producer will be appointed to the same Servicing Carrier as all members
of the affiliated group.

The Servicing Carrier must provide service to its ERPs under substantially
the same contractual terms and conditions governing its voluntary
producer relationships.

To maintain an appointment, the ERP must maintain the minimum
commercial written premium volume as specified in Rule 14.C. —
Exclusive Representative Producer Requirements of CAR’s Rules of
Operation.

2. Premium Redistribution Process

A producer applying for an ERP appointment must identify any affiliated
relationships relating to commercial business. An existing ERP must
notify its Servicing Carrier and CAR of any new affiliated relationship
within 30 days of such change.

Annually, upon request by a Servicing Carrier, an ERP must furnish
updated information relative to its affiliated relationships or change in
affiliated status. This information will assist CAR in its evaluation and
assessment of the need to redistribute commercial ceded written premium
among Servicing Carriers.

On a quarterly basis, CAR will perform a review of the distribution of
ceded commercial written premium and, if necessary, may perform a
redistribution of residual market books of business to maintain equity
among Servicing Carriers. Any such distribution will occur no sooner than
60 calendar days from the date of review. If a redistribution is performed,
any subsequent redistribution will not occur for at least 12 reporting
months after the effective date of the previous distribution.

Routine changes in group membership will not affect changes in Servicing
Carrier assignments until a subsequent redistribution review takes place.
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However, all other affiliation changes, including private agency
affiliations or agency purchases and sales will result in immediate
reassignment, if warranted.

A Servicing Carrier may terminate an ERP’s contract for failure to provide
the requested affiliated agency disclosure information. For additional
information relative to the termination of ERP contracts by a Servicing
Carrier, refer to Rule 14 - Exclusive Representative Producer
Requirements of CAR’s Rules of Operation, or Chapter Il — Servicing
Carrier Responsibilities of this Manual.

3. Termination

a. If a producer requests termination as an ERP of a Servicing Carrier,
the provisions of Rule 16.B. — Terminations of CAR’s Rules of
Operation will apply.

b. If an ERP is terminated by a Servicing Carrier, the termination
provisions contained in Rule 13 — Servicing Carrier Requirements and
Rule 14 — Exclusive Representative Producer Requirements of CAR’s
Rules of Operation apply.

c. An ERP appointment, whether made to a Servicing Carrier with which
the producer has a voluntary relationship or a Serving Carrier with
which the producer does not have a voluntary relationship, terminates
with the sale of the agency.

If the purchaser of the agency has a voluntary market and has been
assigned to a Servicing Carrier as an ERP, consideration may be given
to rewriting the automobile business in the voluntary or involuntary
market(s) of the purchaser.

4. Additional Provisions for Producer Assignment to a Taxi and Limousine
Servicing Carrier

If a single Servicing Carrier is appointed to serve as the only taxi and
limousine Servicing Carrier, each licensed producer that wrote taxi,
limousine or car service business in the prior policy year will be assigned
to this Servicing Carrier, for the purpose of providing motor vehicle
insurance for taxi, limousine and car service risks.

If two Servicing Carriers (neither of which is a current taxi or limousine
Servicing Carrier) are appointed to serve as taxi and limousine Servicing
Carriers, each licensed producer that wrote taxi, limousine or car service
business in the prior policy year will be assigned to a Servicing Carrier for
the purpose of providing motor vehicle insurance for taxi, limousine and
car service risks. The producer assignment will be made as far as
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practicable (based upon the total taxi, limousine and car service exposures
contained in the Taxi and Limousine Program) so that each Servicing
Carrier has a similar book of business.

If a Servicing Carrier (not currently serving as a taxi or limousine
Servicing Carrier) is appointed as a replacement for a Servicing Carrier
whose term has expired, each licensed producer that was previously
assigned to the exiting Servicing Carrier will be reassigned to the newly
appointed Servicing Carrier. CAR will review each Servicing Carrier’s
book of business and, as far as practicable, perform the necessary actions
to assure that each Servicing Carrier has a similar book of business.

A licensed producer not currently writing taxi, limousine or car service
business may apply for appointment to a taxi and limousine Servicing
Carrier. An appointment will be made provided that the producer has an
existing Servicing Carrier appointment with CAR and the status of any
existing commercial appointment shall inure to the taxi and limousine
appointment.

A Servicing Carrier, at its option, may terminate a producer’s appointment
if the producer failed to produce any taxi, limousine or car service business
within the prior 12 month period, with the producer’s appointment
expiring 12 months from the date of notice unless taxi, limousine or car
service business is placed with its taxi and limousine Servicing Carrier
prior to the producer’s termination date.

Producers whose taxi or limousine appointment is terminated as a result of
non-production will be eligible for reappointment to a taxi and limousine
Servicing Carrier if they provide either a letter of intent from an insured to
place taxi, limousine or car service business through the agency or it has
been two years from the effective date of terminating their appointment to
a taxi and limousine Servicing Carrier from lack of production.



