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Performance Standards for the Handling and Payment
Of Claims By Servicing Carriers

Introduction

Automobile Insurance Reform Legislation, Chapter 273 of the Acts of 1988,. Sections 41 and
44, require Commonwealth Automobile Reinsurers (CAR) to establish Performance Standards for
Servicing Carriers designed to contain costs, ensure prompt customer service and payment of legitimate
claims, and resist inflated, fraudulent, and unwarranted claims. Section 41 further requires that these
Performance Standards be reviewed two years after such Standards are approved.

The Performance Standards, which CAR has developed, require Servicing Carriers to establish
and maintain plans and programs to comply with the Standards. In some situations, time frames have
been established to ensure prompt customer service.

Measurements of performance and compliance with the Standards are conducted through
periodic surveys of claims, enhanced by relevant Statistical Plan data and procedures established by
CAR. In addition to Statistical Plan data, Servicing Carriers are required to report savings brought
about by SIU activities for physical damage, bodily injury, and personal injury protection claims.

The following Appendices are attached to assist Servicing Carriers to implement the
Performance Standards:

Appendix A - Special Investigative Unit Standards

These SIU Investigative Standards were previously developed by CAR to help carriers resist payment
of fraudulent claims, deter fraud, control costs, and ultimately help control insurance rates.

Appendix B - Regulation 211 CMR 123.00
Direct Payment of Motor Vehicle Collision and Comprehensive Coverage Claims and Referral
Repair Shop Programs

Appendix C - Industry Direct Payment Plan for the Settlement of Insured Auto Damage Repairs

Appendix D - Decision and Order on the Application for Approval of the Massachusetts
Automobile Rating and Accident Prevention Bureau Direct Payment Plan



Appendix E - Regulation 211 CMR 93.00
Cost and Expense Containment Standards for Motor Vehicle Insurers

The Performance Standards have also been designed to assist Servicing Carriers to respond to
Regulation 211 CMR 93.00, which was promulgated by the Commissioner of Insurance pursuant to
passage of the cost containment law. All Servicing Carriers should be familiar with the regulation,
which addresses the areas of Auto Body Payments, Fraud, Glass, Voluntary/Ceded Claim Handling,
and Expenses, which are the focus of these Standards. :

Appendix F - Regulation 212 CMR 2.00
The Appraisal and Repair of Damaged Motor Vehicles

Regulation 212 CMR 2.00 was promulgated to promote public welfare and safety by improving the
quality and economy of the appraisal and repair of damaged motor vehicles. This regulation was
revised effective February 23, 1996 and is intended to be read in conjunction with 211 CMR 133.00,
which follows in Appendix G.

Appendix G - Regulation 211 CMR 133.00
Standards for the Repair of Damaged Motor Vehicles

Regulation 211 CMR 133.00 was promulgated on February 23, 1996 to promote the public welfare and
safety by establishing fair and uniform standards for the repair of damaged motor vehicles when an
insurer pays for the cost of repairs. It is intended to be read in conjunction with 212 CMR 2.00 in
Appendix F.

Appendix H ~ Regulation 211 CMR 94.00
Mandatory Pre-Insurance Inspection of Private Passenger Motor Vehicles

Appendix I - Salvage Title Law, Chapter 90D, Section 20 (a..e).

Appendix J - M.G.L. Chapter 175:Section 24D
Insurance Claim Payment Intercept Program

Appendix K - CAR Claim Department File Review Process
Appendix L - SIU File Review Process

Appendix M - Questionnaire

The Performance Standards may be revised by CAR at any time.

If you have any questions, please contact staff at CAR to discuss them.
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Performance Standards for the Handling and Payment
Of Claims by Servicing Carriers

Auto Body Payments

A.

Service Times

1.

Servicing Carriers (hereafter referred to as “carriers”) must establish programs
and procedures to ensure prompt settlements of warranted auto physical damage
claims.

Carriers must establish procedures to permit prompt inspection of damage at
drive-in locations or in the field and to make prompt claim payments of auto
physical damage claims.

The Standard for assignment to an appraiser from the date the report is received
or date of notice of recovery of theft is 2 business days.

The Standard for transmittal of the completed appraisal from the date of the
appraisal assignment is 5 business days in accordance with 212 CMR 2:04
Section le.

The Standard for payment of a first party auto physical damage claim under any
Direct Payment Plan is 5 business days from completion of the appraisal on all
repairable vehicles, subject to all other provisions of the Plan.

The Standard for payment of a first party auto physical damage claim that is not
under any Direct Payment Plan is 7 business days following receipt of a
Completed Work Claim Form.

Direct Payment Plan

1.

Carriers must have a Direct Payment Plan unless their average Massachusetts
private passenger market share is less than 1 percent of the total Massachusetts
private passenger market.

a. The Automobile Insurers Bureau of Massachusetts (hereafter referred to
as “AlIB”) Industry Plan can be adopted (see Appendix C, attached).

b. A modification of the AIB Industry Plan can be filed for approval by
the Commissioner.

c. Carriers can develop and submit for approval their own plan.

Any Direct Payment Plan developed by a carrier must include a referral shop
program.



3. If a Direct Payment is initially rejected and the vehicle is later not repaired, the
carrier will T - only the decrease in value caused by the damage.

Parts Cost

1. Carriers must have programs and procedures to demonstrate their efforts to
obtain discounts and pay less than full retail price for parts.

2. Carriers must consider the applicability of aftermarket, rebuilt, and like kind
and quality (hereafter referred to as “LKQ”) parts on all appropriate appraisals.

3. Carriers must allow for, and insist on, the use of aftermarket, rebuilt, and LKQ
parts in lieu of new or cost of repair, whenever appropriate.

Labor Rates and Times

1. Carriers must have a plan designed to control labor costs and to seek the most
competitive labor rates and times.

2. Carriers must have a plan to demonstrate their efforts to resist labor rate
increases or to lower rates whenever possible.

3. Carriers must have a plan to determine whether labor repair and replacement
times are reasonable and consistent with industry-recognized sources.

Total Loss Payments

1. Carriers shall not declare any vehicle a total loss when a prudent appraisal
evaluation would have shown that the vehicle could have been repaired at an
overall cost less than the actual cash value minus the salvage value.

2. The actual cash value of any vehicle must be determined based on the following
requirements of Regulation 211 CMR 133.05 Determination of Value (see
Appendix G, attached).

L. Actual Cash Value: Whenever the appraised cost of repair plus the
probable salvage value may be reasonably expected to exceed the actual
cash value of the vehicle, the insurer shall determine the vehicle’s
actual cash value. This determination shall be based on a consideration
of all the following factors.

a. the retail book value for a motor vehicle of like kind and quality, but for
the damage incurred.

b. the price paid for the vehicle plus the value of prior improvements to
the motor vehicle at the time of accident, less appropriate depreciation,

C. the decrease in value of the motor vehicle resulting from prior
unrelated damage which is detected by the appraiser; and



d. the actual cost of purchase of an available motor vehicle of like kind
and quality but for the damage sustained.

3. Existing preinsurance inspection reports must be reviewed for options, mileage,
prior condition, prior damages, and placed in the claim file on all total losses.

4. Carriers must be in compliance with the Salvage Title Law, Chapter 90D,
section 20 (a..e).

F. Towing and Storage Costs

1. Carriers must have a plan to demonstrate that their staffs have knowledge of
and enforce all regulations applicable to towing and storage rates and
conditions.

2. Carriers must have a plan to ensure that non-regulated towing and storage
charges are reasonable, or to resist and reduce said charges if they are
unreasonable.

3. Carriers must have a plan to control storage costs including the prompt

disposition of salvage.

G. Appraisal of Damage and Reinspections

1. Carriers must have basic guidelines for appraisers, which include the following
areas:
a. Compliance with Regulation 212 CMR 2.00 - The Appraisal and
Repair of Damage Motor Vehicles
b. Scoping and completing an appraisal
c. Use of aftermarket, rebuilt, LKQ parts
d. Open items and supplements
e. Refinishing
f. Depreciation and betterment
g. Unrelated damage
h. Structural damage
i. ACV estimating
J Screening for fraudulent claims
2. Carriers must have an ongoing training plan and program for continuing

education of staff appraisers, including fraud awareness.
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Carriers must have a plan for periodic evaluation of the quality and accuracy of
independent appraisers used by carriers.

Reinspections must be completed on 75 percent of all repaired vehicles whose
damage exceeded $4,000, whether paid under a Direct Payment Plan or not.

Reinspections must be completed on 25 percent of all repaired vehicles whose
damage was less than $4,000, whether paid under a Direct Payment Plan or
not.

Carriers shall report any repair shop which engages in any of the following practices
identified in the Automobile Insurance Reform Legislation, Section 32 (8), directly to
the Division of Standards, Office of Consumer Affairs and Business Regulation, One
Ashburton Place, Boston, MA 02108:

1.

Advertise for motor vehicle repair in the Commonwealth without including
either the number of its certificate of registration issued by the director or the
words “unregistered repair shop”, as part of the advertisement.

Fails to charge all or any part of the applicable deductible to be paid by the
insured.

Gives any rebate, gift, prize, premium, bonus, fee, or any other monetary or
tangible thing to the insured or any other person not in the employ of the repair
shop as an inducement to have the repair made at the repair shop. A discount
on parts, glass, labor rate or other item or customer service in connection with
the repair of motor vehicles offered by a repair shop to an insurer shall not
constitute a “payment, gift, or any other thing of value” for purposes of
Regulation 211 CMR 123.06 (8) (a).

Charges or offers to charge a higher rate or discount for an insured repair than
for an uninsured repair. Discounts for insured repairs may be offered through
the Direct Payment Plan approved by the Commissioner.

Makes any false or fraudulent statement in connection with any repair or
attempt to collect for a repair.

Without lawful authority, prevents the owner of a motor vehicle from
recovering the same.

Carriers must establish procedures to comply with the various claims requirements of
the mandatory preinsurance inspection program established by Regulation 211 CMR
94.00 (see Appendix H, attached).
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Standards for Fraudulent Claims Definition Established Under Regulation 211 CMR 93.00 -
(see Appendix E, attached)

A.

B.

Claims for nonexistent incidents, damages, or injuries.
Claims for substituted or nonexistent vehicles.

Claims for exaggerated damage or injury, such as inflated doctor’s bills, repair shop
bills, or wage statements.

Duplicate claims for the same incident, damage, or injury.

Claims for incidents which the claimant has arranged, such as theft, arson, or
vandalism, in an effort to receive an insurance payment.

Any circumstances resulting from a claim submitted with the intent of receiving a larger
payment from the insurer than the amount, if any, to which the claimant is entitled
under the policy.

Fraud - Auto Physical Damage and Property Damage Claims

A.

Normal Claim Handling
1. Initial screening of reports of accidents and losses.

a. All new notices should be screened by a person with sufficient
experience and training to be able to identify warning signs requiring
special inquiry or investigation or by an appropriate expert software
system designed for fraud screening, and thereafter assigned by a
person with sufficient experience and training.

b. Initial screening should determine that accident circumstances, facts,
and information reported are consistent and sufficient to establish the
occurrence.

C. Initial screening should identify losses involving theft or arson, which

always require detailed investigation.

d. The fraud indicators of Commonwealth Automobile Reinsurers Special
Investigative Unit (hereafter referred to as “CAR SIU”) Standards and
Fraud Profile (Appendix A, attached) should be considered to
determine possible warning signs of fraud.

e. If the initial screening identifies discrepancies or inconsistencies, a
determination of the type and extent must be made to evaluate extent
and nature of further investigation necessary.
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J.

Initial Investigation

Contact involved parties and secure sufficient documentation of facts
involving accident circumstances or loss, to verify occurrence and to
establish degree of fault.

Secure documentation of ownership and existence of said vehicle in
appropriate cases, especially total losses.

Secure documentation of the damages or value of the vehicle.
Review and evaluate discrepancies and fraud indicators to determine the

scope of further investigation.

Appraisal Program

Appraisers must recognize and report discrepancies which may indicate
need for further investigation.

Appraisals should be reviewed in conjunction with all other information
developed to determine if there are any indicators of fraud.

Prompt Evaluation and Settlement

After initial investigation is complete, a decision must be made to
promptly process for settlement or refer case for special investigation.

In the normal course of claim handling a file should be referred for
special investigation when discrepancies exist that are unresolved.

Prior to making any payment equal to or in excess of $500 to a third-party
claimant the Company must comply with the requirements of the Insurance Claim
Payment Intercept Program, M.G.L. Chapter 175, Section 24D. NOTE: Failure to
comply with M.G.L. Chapter 175, Section 24D will subject Company to penalties
proscribed by the Department of Revenue. These penalties will be in lieu of those
penalties imposed for non compliance with the Performance Standards.

Fraud Handling

1.

Screening process for suspected fraudulent claims

a.

When discrepancy is of such weight as to raise substantial questions of
fraud (example: all keys accounted for and the vehicle shows no
ignition damage), the case should be referred for special investigation.



IV.

b. Whenever several discrepancies exist and/or a pattern appears that
matches prior suspicious cases, the case should be referred for special
investigation.

C. Unresolved discrepancies, such as VIN problems, prior total loss or

salvaged vehicle, title inconsistencies, or other verifiable documents
should result in the case being referred for special investigation.

d. Whenever a combination of minor discrepancies occur which cannot be
resolved, the case should be referred for special investigation.

2. Appraisal program

a. When damage to the vehicle is identified as inconsistent with accident
circumstances, the case should be considered for special investigation.

b. Clear photographs must accompany explanation of all damage
inconsistencies.
3. Special Investigation
a. Claims identified as suspicious or suspected fraudulent should be

referred for more detailed special investigation.
b. The CAR SIU Standards for investigation of suspicious claims
(Appendix A, attached) must be consulted and considered as part of the

special investigation process.

c. The savings recorded on physical damage claims should be documented
and reported to CAR on a quarterly basis.

4, Evaluation and Settlement
a. After special investigation is complete, a decision must be made to pay
the claim or resist and consider referral to IFB, NICB and/or the
appropriate law enforcement agency for prosecution.
b. The file must clearly document the basis for the decision and result.

C. Fraud Training

1. Carriers must have a plan that provides for ongoing training of fraud awareness
and how to identify suspicious claims.

2. Carriers must have a plan for training of special investigation and handling of
suspicious and suspected fraudulent claims

Fraud - Bodily Injury Claims



A.

Normal Claim Handling

1.

Initial screening of reports of accident and losses

All new notices should be screened by a person with sufficient
experience and training to be able to identify warning signs requiring
special inquiry or investigation or by an appropriate expert software
system designed for fraud screening, and thereafter assigned by a
person with sufficient experience and training.

Initial screening should determine that accident circumstances, facts,
and information reported are consistent and sufficient to establish the
occurrence.

Initial screening should include checking policy information and
accident history, and reporting to Central Index Bureau (hereafter
referred to as “CIB”) to evaluate for possible warning signs.

The fraud indicators of the CAR Fraud Profile should also be
considered for possible warning signs.

If the initial screening identifies discrepancies or inconsistencies, a
determination of the type and extent of discrepancies or inconsistencies
must be made to evaluate extent of further investigation necessary.

Initial Investigation

Contact involved parties and secure sufficient documentation of facts
involving accident circumstances to verify occurrence and to establish
degree of fault.

Secure documentation to verify that all alleged injured parties were
actually involved in the accident.

Review and evaluate discrepancies and fraud indicators to determine
scope of further investigation.

Follow-Up and Continuing Investigation

a.

Verify and evaluate type and extent of injury and substantiate by
available reports and/or independent examinations.

Confirm and document that treatment and expenses are reasonable,
necessary, and related to the accident.

Review and evaluate discrepancies and fraud indicators to determine the
scope of further investigation.

Settlement Negotiations or Denial
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a. Carriers should have a settlement evaluation plan to obtain reasonable
negotiated settlements of warranted claims.

b. Evaluate and pursue warranted settlements when the injury and expense
end result can be established. '

c. Evaluate mitigating factors that may reduce settlement value, such as
comparative negligence or joint tort feasor situations. -

d. Unwarranted or fraudulent claims should be resisted and denied.

e. In the normal course of claim handling, a file should be referred for
special investigation when discrepancies exist that are unresolved.

5. Damage Disputed Cases - Cases in Suit

a. Carriers should have a litigation management program designed to
bring cases to the earliest conclusion at a reasonable value.

b. Carriers should have an Alternative Dispute Resolution Program.

6. Prior to making any payment equal to or in excess of $500 to a third-party
claimant the Company must comply with the requirements of the Insurance Claim
Payment Intercept Program, M.G.L. Chapter 175, Section 24D. NOTE: Failure to
comply with M.G.L. Chapter 175, Section 24D will subject Company to penalties
proscribed by the Department of Revenue. These penalties will be in lieu of those

penalties imposed for non compliance with the Performance Standards.

Fraud Handling
1. Screening Process for Suspected Fraudulent Claims
a. If in the course of the screening process or initial investigation

discrepancies develop of a sufficiently serious nature or there are
indications of potential fraud, such as:

Accident of unusual circumstances

Severity of accident

Unusual number of injured passengers

Prior index history

Recognition of a pattern related to prior cases of fraud
See Appendix A for other indicators

The case should be referred for special investigation.
2. Special Investigation

a. Claims identified as suspicious or suspected fraudulent should be
referred for more detailed special investigation.
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The CAR SIU Standards for investigation of suspicious claims must be
consulted and considered as part of the special investigation process.

Carriers should have a plan designed to deal with claims involving
exaggerated damages or injuries, such as inflated doctors’ bills or wage
statements, and such plan should provide a strategy for concluding
those cases at a reasonable amount, as well as reporting same to the
Detail Claim Database (DCD) at AIB. Savings realized from this
process should be documented and reported by AIB on a quarterly
basis.

Evaluation and Settlement

b.

After special investigation is complete, a decision must be made to pay
the claim or resist and consider referral to IFB, NICB or appropriate
law enforcement agency for prosecution.

The file should clearly document the basis for the decision and result.

C. Fraud Training

1.

Carriers must have a plan that provides for ongoing training of fraud awareness
and how to identify suspicious claims.

Carriers must have a plan for training of special investigation and handling of
suspicious and suspected fraudulent claims.

V. No-Fault Personal Injury Protection Benefits Handling

A. Screening Reports and Initial Investigation

l.

(S

All new notices should be screened by a person with sufficient experience and
training to be able to identify warning signs requiring special inquiry or
investigation or by an appropriate expert software system designed for fraud
screening, and thereafter assigned by a person with sufficient experience and
training.

Initial investigation should confirm that:

a.

b.

Date of loss within policy period and all policy coverage is in order.
Injured persons are eligible for no-fault benefits.

Injuries arise from use of motor vehicle.

Massachusetts’s statute applies.

No exclusions apply, such as drunk driving, stolen car, workers
compensation.

12



Contacts

Injured persons or their legal representative making a claim should be contacted
within 2 business days of receipt of notice of injury for purposes of
investigation and verification.

The named insured, if not an injured party, should be contacted within 3
business days of receipt of notice of injury for purposes of investigation and
verification.

The insured operator, if not one of the above, should be contacted within 3
business days of receipt of notice of injury purposes of investigation and

verification.

Necessary forms should be mailed within 5 business days after notice of injury.

Medical Management

1.

Carriers should establish a plan to maintain a continuing awareness of the
disability claimed, the medical treatment, and whether the treatment and
medical expenses are reasonable, necessary, and related to the auto accident.

Any plan must include consideration for arranging timely independent medical
examinations, and medical bill reviews, use of preferred provider
organizations, managed care programs, and/or expert medical systems.

Subrogation

The initial contact and investigation should determine other parties involved in
the accident, the probable extent of liability on each party, the carrier against
whom subrogation will be directed, if applicable, and a preliminary notice of
subrogation should be sent to the other carrier.

In cases of injury serious enough to exceed the tort threshold, the no-fault
carrier should alert the tort carrier immediately.

Claim Payment

There should be no payment until the claimed loss has been verified and:

a. Deductible applied.

b. Benefits coordinated in conjunction with existing health carrier and
wage continuation plans.

c. Medical bills verified prior to payment and reviewed for
reasonableness, medical necessity, and relationship to the accident.

13



VI

d. Wage rate/working hours verified with employer, using wage/salary
verification forms.

e. Lost wages confirmed by employer’s statement as to time missed and
by physician’s statement verifying disability for that period of time.

f. Investigations promptly conducted, and upon agreement to pay, checks
should be issued within 10 business days.

2. In the normal course of claim handling, a file should be referred for special
investigation when discrepancies exist that are unresolved (see list of indicators
in Appendix A).

Glass

A. Carriers must establish a program to effect prompt repair or replacement of damaged or
broken glass covered under automobile physical damage coverage, at a fair and
competitive cost.

B. Carriers must have a plan to screen all glass bills and obtain reasonable discounts on
market price lists for all domestic and foreign windshields and all side and back glass.

C. Carriers must have a plan to pay labor costs which are reasonable and competitive for
glass repair or replacement.

D. Carriers must consider a plan to waive any glass deductible if the insured elects to
repair the glass damage in lieu of replacement.

E. Carriers must have a plan to address fraud, including inspection or reinspection of a
representative sampling of all glass losses. In no event shall the selection be based on
the age or sex of the policyholder, customary operators of vehicle, or the principal
place of garaging of the vehicle.

F. Carriers shall report any repair shop which engages in any of the following practices
identified in the Automobile Insurance Reform Legislation, Section 32(8), directly to
the Division of Standards, Office of Consumer Affairs and Business Regulation, One
Ashburton Place, Boston, MA 02108:

1. Advertise for motor vehicle repair in the Commonwealth without including
either the number of its certificate of registration issued by the director or the
words “unregistered repair shop”, as part of the advertisement.

2. Fails to charge all or any part of the applicable deductible to be paid by the
insured.
3. Gives any rebate, gift, prize, premium, bonus, fee, or any other monetary or

tangible thing to the insured or any other person not in the employ of the repair
shop as an inducement to have the repair made at the repair shop. A discount

14



VII.

VIII.

on parts, glass, labor rate, or other item or customer service in connection with
the repair of motor vehicles offered by a repair shop to an insurer shall not
constitute a “payment, gift, or any other thing of value” for purposes of
Regulation 211 CMR 123.06 (8)(a).

4. Charges or offers to charge higher rate or discount for an insured repair than

for an uninsured repair. Discounts for insured repairs may be offered through
the Direct Payment Plan approved by the Commissioner.

5. Makes any false or fraudulent statement in connection with any repair or
attempt to collect for a repair.

6. Without lawful authority, prevents the owner of a motor vehicle from
recovering the same.

Voluntary/Ceded Claim Handling Differential

A. There will be no differences in claims handling between policies insured voluntarily and
those ceded to CAR.

B. Other than required statistical coding, there will be no evidence in claim file handling
as to voluntary vs. ceded business.

Expenses

A. Carriers must establish a program with guidelines that control claim adjustment
expenses.

B. Carriers must establish an Alternative Dispute Resolution Program, with guidelines to
control legal defense costs.

C. Carriers must establish a program requiring adjusters to review vendor bills for
accuracy, and deducting for unauthorized services.

D. Carriers must report allocated expenses properly as defined in the Statistical Plan and

Manual of Administrative Procedures. Extracontractual expenses and unallocated
expenses should not be reported as allocated expenses.
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Measurements & Penalties
Introduction

Section 44 of Chapter 273 requires that CAR purpose rules to govern the application of
penalties, among other things, the failure to meet the PERFORMANCE STANDARDS FOR THE
HANDLING AND PAYMENT OF CLAIMS BY SERVICING CARRIERS, as approved by the
Commissioner of Insurance on July 10, 1989.

CAR monitors and evaluates the performance of a Servicing Carrier by considering three
sources of information:

a. responses to a questionnaire,
b. a review of claim files, and
c. a review of statistical data.

If it is determined that a Servicing Carrier is not in compliance with the Performance
Standards, the CAR Claim Department will then determine the degree to which the non-compliance
exists in the following areas addressed by the Standards. Specifically, the areas are:

AUTO BODY PAYMENTS,

FRAUD - AUTO PHYSICAL DAMAGE AND PROPERTY DAMAGE,
FRAUD - BODILY INJURY CLAIMS,

NO-FAULT PERSONAL INJURY PROTECTION BENEFITS,

GLASS

VOLUNTARY/CEDED CLAIM HANDLING DIFFERENTIAL, and
EXPENSES.

o ®

Qo Ao

Minor non-compliance indicates that a carrier is not in compliance with the Standards in one or
more areas but the quality of claim handling is unaffected and no overpayments results from this
situation.

Major non-compliance indicates that a carrier is not in compliance with the Standards in one or
more areas and claim handling is affected and overpayments may be occurring as a result. The carrier
will be notified of the extent and areas in which non-compliance exists and will be warned that the
subsequent review of the carrier must reflect compliance in all of the cited areas to avoid penalty.

Should a carrier disagree with the findings of the CAR Claim Department, it will notify the
Vice President of Claims and a meeting will be held to discuss the findings. If agreement cannot be
reached, the carrier may appeal the decision to the Claims Advisory Committee.

If in the review subsequent to being warned of major non-compliance a carrier remains in non-
compliance but has improved its claim handling practices significantly, a Type I penalty will be
assessed for the area in which this non-compliance exists.

If in the review subsequent to being warned of major non-compliance a carrier fails to improve
its claim handling practices, a Type II penalty will be assessed for the area in which this non-
compliance exists.
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A penalty will be assessed in each area of the Standards in which major non-compliance is
found. The amount of the penalty will be determined by the type of penalty and the volume of business
written by the carrier.

Carriers will be categorized into one of three levels, based on volume of business. Carriers
with a larger volume of business will be assessed higher penalties than those with a smaller volume of
business. Level three will include carriers with a market share of 5% or over, level two carriers with
1% or more of the market but less than 5%, and level one for carriers under 1%. The latest complete
calendar year’s market share at the time of the review will be used.

In the event that non-compliance continues beyond two years, the penalties will increase for the
third year according to the attached “Schedule of Penalties”. If non-compliance continues beyond three
years, the Governing Committee will be advised and subsequent penalties will be based upon its
recommendation.

Should a carrier achieve compliance after being penalized for non-compliance with the
Standards, it must maintain compliance for two years before it is returned to pre-warning status.

The following appendices attached outline the review process in further detail:

1. Appendix K - CAR Claim Department File Review Process
2. Appendix L - CAR SIU File Review Process
3. Appendix M - Questionnaire

If you have any questions, please contact staff at CAR to discuss them.
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Schedule of Penalties

Type I Penalty by Year

1* Year 2" Year .3" Year 4™ Year
Carriers in Level 1 W $3,000 $15,000 GC
Carriers in Level 2 w $6,000 $30,000 GC
Carriers in Level 3 W $9.,000 $45,000 GC

Type II Penalty by Year

1* Year 2™ Year 3" Year 4™ Year
Carriers in Level 1 W $10,000 $50,000 GC
Carriers in Level 2 w $20,000 $100,000 GC
Carriers in Level 3 w $30,000 $150,000 GC

Penalties are assessed for non-compliance in the following areas of the PERFORMANCE
STANDARDS FOR THE HANDLING AND PAYMENT OF CLAIMS BY SERVICING CARRIERS:
Auto Body Payments, Fraud - Auto Physical Damage and Property Damage, Fraud - Bodily Injury,
No-Fault Personal Injury Protection Benefits, Glass, Voluntary/Ceded Claim Handling Differential, and
Expenses.

W = Warning
GC = Governing Committee
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Company

Commerce

Arbella

Traveler's

Safety
Metropolitan
Liberty Mutual

CU Homeland
Hanover

Premier

C N A Commercial
Trust

Great American
Plymouth Rock
Amica

Berkshire
Encompass

USAA

American Automobile
Zurich

Royal

USFG

Empire

Sentry

CIGNA

Pilgrim

National Grange
Holyoke

Quincy

Horace Mann

New England Fidelity
Norfolk & Dedham

Commonwealth Mutual

Peoples
State Farm
Electric
Fitchburg
MassWest

Market Share

21.3%
11.2%
11.0%
8.5%
7.2%
7.0%
6.1%
5.6%
5.1%
4.7%
4.6%
3.6%
2.9%
2.9%
2.7%
2.4%
2.3%
1.7%
1.5%
1.5%
1.5%
1.5%
1.4%
1.3%
1.3%
1.1%
1.0%
1.0%
0.8%
0.8%
0.8%
0.6%
0.6%
0.5%
0.5%
0.4%
0.2%

Level

e = e e = e = NN NN NN DRD R NN NDNDRDNNNWWWWWLWW L W



Appendix A

Special Investigative Unit
Standards



Appendix A
CAR Special Investigative Units Standards
The reduction of insurance fraud, by monitoring and coordinating the investigation of

suspicious claims, is an important goal of Commonwealth Automobile Reinsurers. It seeks the
achievement of three beneficial results:

1. Successful resistance to the payment of fraudulent claims,
2. The establishment of a deterrent to fraud, and
3. The reduction of losses, with the consequent improvement in insurance rates.

In order to achieve these results, Servicing Carriers must pursue the investigation of fraud by
establishing a commitment to support and encourage the activities of their Special Investigative Units.

CAR Special Investigative Unit

The CAR Special Investigative Unit exists under the authority of Article III of the Plan of
Operation. It is charged with monitoring the efforts of Servicing Carriers to control fraud. In addition,
it will assist member companies on request. CAR will perform one annual audit of the Special
Investigative Unit of each Servicing Carrier to evaluate its effectiveness.

Assistance of the CAR Special Investigative Unit is intended to provide expert investigation
beyond the capabilities of the average Servicing Carrier’s investigator. The basic investigation of a
suspicious claim is the responsibility of the Servicing Carrier. CAR Special Investigative Unit will also
assist with the coordination of an investigation involving several Servicing Carriers.

CAR Standards for Servicing Carrier Special Investigative Units

CAR evaluations of Servicing Carrier Special Investigative Units will be based on their
performance in accordance with the following guidelines:

1. Each Servicing Carrier is required by Article IV of the Plan of Operation to maintain a
Special Investigative Unit to investigate suspicious claims for the purpose of eliminating
fraud. A Special Investigative Unit shall be staffed by experienced salaried employees
who are adequately trained in the recognition and investigation of insurance fraud. An
SIU must have at least one full time employee whose responsibility is principally
directed towards the recognition and investigation of fraud. The work of a Special
Investigative Unit may be supplemented by closely supervised independent adjusters or
investigators.

2. Each Servicing Carrier shall ensure that all automobile insurance claims, where there is
a suspicion of fraud, are referred promptly to its Special Investigative Unit.



3. Each Servicing Carrier SIU shall maintain on paper or electronically, a log of cases
referred to it containing at least the following information:

Date of Referral
Date of Loss
Claim Number
Policyholder
Type of Claim
Amount of Claim
Amount Paid
Date Completed

Copies of active pages of the log shall either be mailed or submitted electronically at the end of
each calendar quarter to:

Commonwealth Automobile Reinsurers
100 Summer Street
Boston, MA 02110

ATTN: Special Investigative Unit

4. Regulation 211 CMR 75.00 establishes the National Insurance Crime Bureau as the
central organization engaged in motor vehicle loss prevention as required by Section
113-0 of Chapter 175. It also requires certain actions by insurers with respect to theft
claims. An insurer must, among other things:

A. report all thefts to National Insurance Crime Bureau,
B. obtain National Insurance Crime Bureau’s acknowledgement before paying
claims,
C. report disposition of salvage,
D. investigate and report evidence of fraud, and
E. defer payment in certain circumstances.
5. The National Insurance Crime Bureau (NICB) has been established as the central

organization to whom insurance companies report cases of bodily injury fraud for
possible further action with law enforcement agencies and criminal prosecuting
authorities.

In all cases where careful further investigation has established the strong possibility of
bodily injury fraud, the insurance carrier should forward a complete photocopy of the
claim file to NICB for further consideration and action.

If a carrier is not a member of NICB, the carrier may refer such case directly to the

appropriate local law enforcement agency for consideration of criminal prosecution.
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The attached AUTO FRAUD PROFILE identifies circumstances in which an auto theft
or fire claim should be considered suspicious. Such claims warrant a careful
investigation into the possibility of fraud.

Both law and equity dictate that a prompt and thorough investigation precede any
decision with respect to payment or denial of a claim. The provisions of Chapters 93A
and 176D must be borne in mind at all times. Penalties incurred by members for
violations of these laws are subject to reimbursement by CAR and may not be reported
as loss or allocated expense.

The quality of investigation performed by an SIU is an important criterion of its
effectiveness. It will be given careful consideration by CAR during an audit. It is not
possible to outline every avenue of the investigation of a suspicious claim; it is limited
to only by the experience and imagination of the investigator. There are, however,
certain elements which are common to the investigation of suspicious fire or theft
claims that should be covered in every such case referred to an SIU, or the file should
reflect the reasons why they were not. They are the “guidelines” which follow:

CAR Standards for investigation of Collision and Comprehensive Losses

1.

Interviews of Owner, Custodian, Companions, Witnesses, etc.

A recorded statement should be obtained from the owner of the vehicle, exploring in
depth and in detail the areas described below. Statements of others with knowledge of
some or all of the circumstances are also important.

The Individual Interviewed
Name, Address, Date of Birth, Occupation, Employer
The Vehicle

Year, make, model, identification number. When purchased, from whom, amount
paid, vehicle traded in, amount allowed. If used, condition, odometer reading,
improvements, if any, by insured. Amount borrowed, from whom, term of loan.
Where kept when not in use. Who uses car, purpose. Service, inspection, repair.
Problems.

Insurance

How long insured by this company. If short time, former carrier. Any other
insurance. Recent changes of coverage. History of claims.

The Loss

Date, time, and place. Description of event. When and how the vehicle got to that
location. Purpose of its presence there. Identity of witnesses. Was car locked. Who
had keys. Activities between leaving car and discovery of loss. Time, place, and
method of report to police. Identity of those responsible.
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Police

The owner or custodian of a vehicle which is stolen or substantially damaged must
report in writing to the police. An insurer may not pay a theft claim until it has
confirmed the existence of such a report. Its file should contain a copy of the report or
an explanation of its absence. Police reports of the recovery of a vehicle and any
investigation should be obtained. Interviews of police officers are useful in selected
cases. The possibility of investigation by other governmental agencies should be
considered if the claim appears to be part of an organized pattern of activity.

Claim History

A record of the policyholder’s prior losses should be obtained. The record, per se, is
not evidence of impropriety, but an extensive record warrants a study of the claim files
to identify patterns of activity or other information of interest. This is a fruitful source
of leads.

Insurance

A study of the underwriting file should be undertaken. A recent application and/or
changes of vehicle or coverage may suggest premeditation.

Mortgagee

Inquire via telephone about the timeliness of installment payments and the amount of
the loan outstanding. A history of late payments and/or a delinquency of several
months suggest financial difficulty which might motivate one to destroy his/her
automobile.

Ownership and Value

Copies of the Bill of Sale, the Application for Title and/or Registration, and the Title
should be obtained. These establish ownership, identify the prior owner, and establish
the value at the time of purchase. Inconsistencies of purchase price suggest dishonesty.
Seek verification by the seller of the price and condition at the time of sale. Be alert to
prior use as a public or private livery vehicle.

Betterment

It is often claimed that the value of a vehicle has been enhanced by the addition of
special equipment or by cosmetic improvements. Receipts for such things should be
requested, and if received, verified.

Service and Repair

The interview with the policyholder and the examination of the vehicle should cover the

service and repair history of the vehicle. The inspection sticker and stickers recording
oil changes and lubrication will provide leads, as may the contents of the glove
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compartment. Investigate recent service and repair activity to identify problems which
might provide a motive for destroying the automobile.

The Vehicle (When available)

A careful, thorough, and early examination of the vehicle is important.

A.

Start with the plate bearing the vehicle identification number. Look for
evidence of tampering, either of the plate itself or of the rivets that hold it in
place. Record the complete number by placing a paper over it and rubbing it
with a pencil. Report whether the number is consistent with the type and model
of the vehicle and consistent with the policy.

Abundant clear photographs should be obtained of the engine, passenger, and
trunk compartments and all areas of the exterior, including wheels and tires.
The engine, the ignition lock, and the registration plate particularly are
important. Don’t mark the face of a photograph; it may destroy its value as
evidence.

Determine the odometer reading. Report whether it is consistent with the age
and condition of the vehicle and with the mileage reported by the owner.

Examine the ignition lock. Report whether there is evidence of damage and
whether it contained a key.

Report whether the glove or trunk compartments contain the usual articles.
Take possession of bills related to service, repair, or improvements. A thief
has no interest in the usual contents; their absence may suggest removal by the

owner in anticipation of a loss.

Examine the inspection sticker. Report when and where it was inspected,
whether it is current, or whether there is a rejection sticker.

Examine the registration plate. Report the date of expiration.

Record date on service or oil change stickers.

Try to distinguish old damage from new. The presence or absence of dirt
and/or rust should be considered. Report evidence of recent changes of wheels

or tires.

Consideration should be given to wear and tear, mechanical and electrical
failures, and missing parts and equipment.

Determine the level and condition of crankcase and transmission oil, brake
fluid. and radiator coolant.

In selected cases, a professional analysis of the ignition, the engine, or the
transmission may be warranted.
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Auto Fraud Profile

The following items should serve as indicators in determining whether an investigation, beyond
normal claim handling, is justified in the processing of all automobile claims. None of these indicators
is necessarily incriminating. Perfectly appropriate claims can often bear these characteristics. These
items are presented only to provoke further thought on the part of the claim adjusters when one or more
of the indicia are present. A common sense approach to potential fraud investigation is recommended;
therefore, any factor that suggests that a fraudulent claim is being made is worth discussing with your
SIU.

Collision & Comprehensive Fraud Indicators

Vehicle

eLate model vehicle with unusually high mileage eExcessive mileage on leased vehicles
eCompletely burned ePrevious total loss
*High value extras on inexpensive vehicle eMissing parts surgically removed
eAllegedly numerous repairs prior to theft *Registered other than in the state of residence.
eExtensive collision damage, especially if no eGray market foreign car or American diesel.

collision coverage
eInspection sticker expired, altered or *NICB difficulty in matching the VIN to the

otherwise defective vehicle
elgnition or steering lock intact ePurchase price exceptionally low

Loss

eLoss near inception of policy
eFire late at night in remote area
eLoss prior to titling and registration
oL oss reported unusually late

o] oss near date of cancellation
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Insured

eOccupation does not justify expensive vehicle
eInsured avoids use of mail
el oan payments late

eInsured is suspiciously knowledgeable of insurance
terminology and the claim process

eInsured exceptionally anxious to settle

eInsured uses PO Box, hotel, or motel as his or her
address

elnsured in obvious financial difficulty

eInsured is unemployed and without visible
means of support

eInsured or friend locates the stolen vehicle
oNo report to police
*Bad loss record

elnsured is evasive as to identity of prior owner
of vehicle

eInsured wants to retain total loss
eInsured recently purchased stated value policy

eInsured has no phone and cannot be contacted
at work.

Coverage

eCoverage increased just prior to loss

eNo lienholder on new model, or lienholder is an
individual rather than a lending institution

Purchase

eTitle a duplicate, or none available

ePrevious owner cannot be located
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Bodily Injury, Including No-Fault

The Accident
No witness

Police report fails to verify accident, or presence of claimants fails to verify any injury on the
part of any claimant

Other auto in the accident denies involvement

Too many claimants for described accident

Any allegation of intentional involvement

Description of accident does not support injuries claimed

Claimant or insured is difficult to find, claims to be self employed, or employed by another
family member

The Vehicle
No verification that described vehicle involved
Damage seems too minor for injuries alleged
Extent and location of damage do not match allegations
Injuries & Damages

Injuries appear to be excessive in light of details of the accident or appear unrelated to the
accident

Treatment appears excessive for the type of injury, indicative of build-up to exceed tort
threshold

Injuries are limited to soft tissue, and recovery appears to be unusually prolonged
Index history shows a history of claims

The attorney and physician involved have appeared on a number of questionable cases
Medical bills received are reproductions of originals or bear evidence of alterations

Wage loss not verified or wage verification form not signed, bears questionable signature or is
suspicious
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The Commonwealth of Massachusetts -

Office of the Secretary of State
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Regulation Fﬂj.ng To be completed by filing agency

AGENCY: Div. of Insurance

SUMMARY OF REGULATION

State tbe general requirements and purposes of this regulation:
The purnose of this emcracncy regulation §s to establish a nroccdure ofr apnroval
by the Commissioner of Insurance of dircet payment and referral repair shon nlans by
motor vehicle insurers for collision, limited collision and commichensive insurance
claims, and to establish the minimum requirements for such nlans, in order to .
imploment Sections 24 and 51 of Chanter 273 of the Acts of 1983,

REGULATORY AUTHORITY: .G.L. c.90, M.G.1L. ¢.175, and M.G.1L. €.176D
AGENCY CONTACT: Hary Wiatr, Counscl PHONE:727-7189_ ext.503
ADDRESS: _Div. of Insurance, 280 Friend St. Boston, MA 02114

Compliance with M.G.L. C.304, and Promulgation and Attestation
EMERGENCY ADOPTION

If tbis regulation is adopted as an-emergency regulation, state the nature of the emergency:
This regulation is promulpatcd on an emergency basis in order to implement Scctions
24 and 51 of Chapter 273 of the Acts of 1985, so that the citizens of the Commonwcalth
bencfit immediatcly from the automobile insurancc.rcform lerislation, as intended by
PRIOR NOTIFICATION AND/OR APPROVAL  the Lepislature.

If prior notification to and/brapproval of the Governor, legislature or otbers was required, list each
notlfication, approval and date, including niotice to the local Government Advisory Commission:

N/A .
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PUBLIC REVIEW _
Was notice of the bearing or comment perind filed with the Secretary of State, published in
appropriate newspapers and sent to persons §o wbom specific notice must be given at least 2]
days prior to such bearini; ar comment period? )

Yes O  Date of public hearing or comment period:

FISCAL EFFECT
Estimate the fiscal effect on the public and private sectors:

s jti four norcent in
For the fiss . The lepislature anticinates an additional 2
tand sccond years SAVINAS TOT CONSUNCTS FTom OLNCTwise CSTablishad AUtoRobile

For the first five years: insuranco patae
No fiscal effect: O

CODE OF MASSACHUSETTS REGULATIONS INDEX

List key subject entries that are relevant to this regulation: Automobile Insurance, Direct "ament
2lans, Referral Shop programs, Repair of !otor Vehicles, Collision, Commrchensive.

PROMULGATION
State the action taken by this regulation and its effect on existing provisions of the Code of
Massacbuserts Regulations (CMR) to repeal, replace or amend. List by CUR number:

New regulation: 211 C% 125,00

ATTESTATION

Tbe regulation described berein and attached bereto is a true copy of the regulation adopted
by this agency.
ATTEST: .

Signatureyarlf piaer

P Ubhcatlon To be completed by the Regulations Division

MASSACHUSETTS REGISTER NUMéER: 598
DATE: __12/23/88

EFFECTIVE DATE: __12/8/88 : — - -
CODE OF MASSACHUSETTS REGULATIONS —7xF W L[
VIS 40 AWYIIE33S

- e

| ATIONNGS 103807 T3VHIIN
THUIS 1S AN EMERGENCY EGULATI(?N THERE ARE 0 , '/ .

NO REPLACEMENT PACES E e : ; rzhzﬁ.f%
1S3L1V AJOT N1 Y

w

Removf these pages: Insert these pages:
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211 CMR: DIVISION OF INSURANCE

211 CMR 123.00: DIRECT PAYMENT OF MOTOR VEHICLE COLUISION AND
COMPREHENSIVE COVERAGE CLAIMS AND REFERRAL REPAIR
SHOP PROGRAMS

Section

123.01: Authority

123.02: Purpose and Scope .
123.03: Definitions .
123.04: Procedure for Approval of Plans

123.05: Direct Payment Plans: Required Provisions ‘
123.06: Refecrral Repair Shop Programs

123.07: Disclosures to Consumers

123.08: Penallies

123.08; Effective Dsle

123.10: Severability

123.01: Authority

This regulation is issued under the authority of M.G.L. c. 80, M.G.L. c. 175
and M.G.L. ¢. 176D.

123.02: Purpose and Scope

The purpose of this regulstion is to establish s procedure for spproval of
direct payment and referral repair shop plans by motor vehicle insurers for
collision, limited collision and comprehensive Insurance claims, and to establish
the minimum requirements for such plans. :

123.03: _Definitions

As used in this regulation, the following words will have the meanings
indicated:

Claimant means any person making & claim for molor vehicle damsge or loss for
first ot third party damages.

Collision coverage means that optional coversge defined in M.G.L. c. 80,
5. 340(1) olfered as part of a motor vehicle lisbility policy or bond.

Commissioner mepns the Commissioner of Insurance sppointed under the
provisions of M.G.L. c. 26, s. 6, or his or her designee.

Comprehensive coverage means that optional coverage deflined in M.G.L. c. 175,
s. 1130 s fire and theft coversge or comprehensive coverage, so-called,-
offered as part of a motor vehicle liability policy ot bond.

Insurer means sny insursnce company suthorized to write motor vehicle
insurance in the Commonwealth. ) )

Limited collision coverage means that oplional coversge defined in M.G.L.
C. 90, 5. 340(2) olTered as part of a motor vehicle policy or bond.

Motor vehicle Insufance means motor vehicle Uability policies or bonds as
delined in M.G.L. €. 80, &5. 34A, 340, and in M.G.L. ¢. 176.

Plan means a detailed proposal or filing describing a formal direct payment and
referral program based on a written plan.

Rating organization means an insurance rating organization
M.G.L. c. 176A.

Repair shop means a motor vehicle repair shop as defined in M.G.L. c. 100A,
%. 1, including glass specialty shops, but not including & shop which primarily

sells tires.

licensed under
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211 CMR: DIVISION OF INSURANCE

123.04: Procedure for Approval of Plans

(1) Who Mav File: Any insurer may file a direct payment plan for approval by
the Commissioner. Any licensed insurance rating organization may file s direct
payment plan on behall of its members (“industry plan®). provided that each
insurer member of the rating organization which intends to implement such plan
shall individually file notice of its intention to adopt the industry plan before
actively implementing the plan. Any insurer may file for approval & plan which
adopts some provisions of an industry plan without adopting the entire plan, but
to the extent such individual plan deviates from the industry plan by omitting,

" adding or changing any particular provision, it shall require separate spproval by
the Commissionet. Any insurer filing s plan which devistes from an industry -
plan shall specify in detail the dilferences between the plans.

(2) Time for Filing: Any plan which Is intended to be effective on January 1,
1989, shall be filed on or before December 15, 1988. Any plan which is intended

to be effective after January 1, 1889 shall be filed at least 60 days prior (o its
eflective dale. Any notlice of en insurer's intention to adopt en industry plan
shall be [liled at least 14 days prior to the insurers implementation of the said
plan, but in no event ghall the insurer’'s implementation of the plan take place
prior lodlhe effective date of the industry plan, provided such plan has been
approved.

(3) Method of Filing: An insurer or rating organization secking approval of &
planshall file five copies of the proposed plan with the Commissioner. Any
fonin intended to be used in connectlion with a proposed plan and which is to be
delivered to consuniers shall be included in the liling.

(1) Consideration of Proposed Plan: Upon receipt of a proposed plan, the
Commissioner shall promptly schedule a hearing to determine whether the plan
is consistent with section 34 O of Chspler 80 and section 113 O of Chapter 175

. of the General Laws, as amended, with this regulation, and with other applicable
laws and regulations, and whether the plan would carry out the purposes of
sections 34 O and 113 O. No hearing shall be required in connection with sn
insurer’s plan which the Commissioner detennines does not substantislly
deviste [rom a previously approved plan. The Commissioner may schedule more
than one plan to be considered at any given hearing. The Commissioner may
require an insurer or any other party to the hearing lo submit other or further
information' for purposes of considering the plan. The insurer or rating
organization which filed the plan, and any other interested person, may file
written materials in support of or in opposition to the plan.

(5) Timing of Hearing: With respect to any plen for which a hearing is required
and which is filed to be effective on January 1, 1989, the Commissioner shall
schedule the hearing thereon for such date as will sllow & full and fair
consideralion of the plan, and as will allow the issuance of a decision spproving
or disspproving the plan prior to January 1, 1889. With respect to any other
plan for which & hearing is required, the Commissioner shall schedule the
hearing thercon to begin no less than 21 deys alter the plan is filed. The party
filing the plan and other persons affected shall be notified of the date of the
hearing at least ten days in advance.

(6) Approva! or Disspproval of Plan: After hearing, the Commissioner shall
gpprove or disapprove the plan in writing end Il the plan is disapproved or
modified, shall state the reasons for the decision. Approval of a plan may be
conditioned upon its modification, including a change in {ts effective date. The
Commissioner may, prior to approving or disapproving a plan, tequest the party
filing it to supplement or modily it.

(?) Effectlive Date of Plan: The benefits of an approved plan shall be made
svailsble to all claimants submitting claims arising from sccidents or other
losses occurring on or after the effective date of the plan, unless and until the
approvol of the plan is revoked or the plan is otherwise terminated in
accordance with section 123.04(8) below, or unless and until the insurer —
implementing such plen ccases lo do so in sccordance with section 123.04(10)

below.
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211 CMR: DIVISION OF INSURANCE

123.04: continued

(8) Reconsideration: Within 10 days after the approval of s plan, any aflected
person may request reconsideration. Such request may be allowed only If the
person submitting such request presents new and previously wunavsilable
information which the Commissioner determines should be considered in
evaluating the plan. -

(9) Revocation of Approval: At any time alter spproval of & plan, the
Commissioner miay, s{ter due investigation, commence proceedings to revoke or
suspend such spproval if he or she determines the insurer is not complying with
the termis of the plan or that the plan does not carry out the intent of this
regulation. He or she shall commence such proceedings by issuing an order to
show cause why the approval of such plan should not be revoked or suspended,
which shall briefly set forth the asseried grounds for revocation or suspension.
The party which filed the plan,- any fnsurer which has filed a notice that it
intends to adopt or has adopted an industry plan, and any interested person may
sppear at the hearing. The Commissioner may schedule the revocation of moce
than one plan to be considered at sny given hearing. After such hearing, the
Commissioner shall issue a written decision, staling reasons for any
determinstion to revoke or suspend approval of the plan. Non-revocation may
be conditioned upon modification of the plan or other means of complisnce with
this regulation. Unless the Commissioner for good cause orders otherwise, the
institution of revocation proceedings shall not act to enjoin or suspend the
operation of the plan as originally approved. The Commissioner may, instead of
or in addition to revocation or suspension, finpose fines or other sppropriate
sanctions under Chapters 175 and 176D for any violations of law or of these

regulations.

(10) Voluntary Withdrawal of Plan: Any party which has filed or adopted a
plan may voluntsrily withdraw such plan, or voluntarily withdraw its notice of
intention to implement an industry plan, prior to the Commissioner's final
spproval of the plan. After that dale, no insurer intending to implement or
actively implementing such plan shall cease implementing the plan without first
notifying the Commissioner of its intent to do so at leest 60 days in advance.
The Commissioner may meke any orders reasonably necessary to prevent such
cessalion from causing undue hardship to consumers or disruption to the
automobile repzir market, butl in no event ghall such cessation be delayed,
without the consent of the insurer, for more than six months, unless the insurer
[ails to comply with orders of the Commissioner relating to the cessation.

123.05: Direct P;nnenl Plans: Required Provisions

No plan shall b; spproved unless it contains esch of the following provisions:

(1) Payment to the claimant: The insurer shall offer to pay every claimant for
the loss of or daniage to the insured motor vehicle under collision coverage,
limited collision coversge or comprehensive coversge the full amount, less any
epplicable deductible, of the cost of repair of the demage 2s described in an
sppraisal made by a licensed automobile damage sppraiser employed or
designated by the insurer, subject to the terms and conditions of the applicable
insurance policy. In the case of property damage liability claims, the insurer
may make such offef to the claimant.

Unless such direct payment is refused by the claimant, the insurer shall
make such pasyment at the time of, or within 2 business days after, the
preparation of the said appraisal. In no event shall psyment be made prior to
provision of a copy of the appraisal to the claimant.Nothing in this section shall
be construed to affect the right of any insurer to delsy payment for & period of
time reasonsbly necessary to fnvestigate any claim before authorizing repair
work or making payment on such claim. .

If the claimant refuses such direct psyment, the insurer shall comply with
spplicable laws and regulations relating to such payments without regard to the

plan.

(2) Repair certification: Esch claimant shall receive, with the appraisa! and
direct payment check, a repair certification form, the form for which shall be
included as & part of the filed plan. The repair certification form shall at a
minimum conlain the following:
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123.05: continued

(;) An explanation of the claimant's rights and obligations with respect
thereto.

() Cerilricatlon that the repair has been completed in sccordance with the
appraisa -

(c) Identification of the repair shop or individus! who performed the repair.

(d) An sgreement that the claimant will permit the insurer to reinspect the '

repaired vehicles within a reasonsble period of time after retum of (he
repair certification form.

The claimant shall retum the repair cerlification form (o the fnsurer
upon completion of the repairs. If the clainunt elects nol to repair the
vehicle and the repair certification form Is not retumed to the insurer, the
sctual cash value of the insured vehicle will be reduced by the amount of the
claim payment plus any spplicable deductible, unless snd until such time as
the insurer or any successor insurer receives s repair cerllﬁcllim_: form.

(3) Resolution of Consumer Disputes: I the claimant disputes the sccuracy of

the appreisal or the amount o% t%e payment based thereon, the insurer shall

resolve such dispute as follows: .
(2) The claimant, or the clsimant's representative or repair shop st the
direction of the claimant, must notify the insurer by telephone or in wriling
if the cost of repairs is expected to exceed the amount of the payment plus
any applicsble deductible and the claimant is seeking to have the insurer pay
any part of the difference. Such notice must be prior to, or in the course of,
the repair work.
(b) The insurer shall promptly evaluste the source of any dillerences
between the insurer’s sppraissl and the cost of repairs and elther authorize
or deny & supplemental psyment within 3 business days afler the notilicstion
of such difference. During such 3-day period, the insurer may inspect the
vehicle, and if it so requests, the claimant or repair shop shall make the
vehicle availsble for inspection by the insurer. The insurer shall not delay
such Inspection for more than 3 days without the consent of the claimant. If
the insurer makes & timely request for inspection the insurer will either
suthorize or deny s supplementa! payment within 3 business days after the
inspection. The clsimant may direct the insurer to make any supplemental
payment to the repair shop, provided the repair shop is registered under
M.G.L. c. 100A. Otherwise, any supplemental payment must be made
directly to the claimant.
(c) If the clsimant and the insurer are unable to reach sgreement as o any
dispute as to_ the smount of the psyment by the insurer, either parly may
demand arbitration of the dispute. The demand for srbitration must be in
wriling and it must include an sppraisa! of the cost of the repair peepared by
8 licensed autoniobile damage sppraiscr and an itemized bill for the sclual
cost of the rcpair, if the repair has becn completed. The arbitration will be
conducted pursuant to General Provision Section 11 of the Massachuselts
Standard Automobile Insurance Policy and the spplicsble provisions of
M.G.L. c. 175, seclion 191A. Notwithstanding this provision, the claimant
may. without prejudice, pursue any other remedy which may be available.
(d) 1l the repair is made at & registered repair shop which is on the
insurer's list of referral shops prepared pursuant to section 123.06 below,
neither the repair shop nor the insurer shall require the clsimant to pay more
than the amount of the dicect psyment plus the amount of any spplicable
deductible to have the repair work completed, and any dispute as to the
amount of the sppraised damage shall be resolved between the referral
repair shop and the insurer.

(4) Repair Shop Referrel Lists: The plan must provide for referrsl to a list of
repair shops as provided in section 123.06 below.

(5) Disclosures to_Consumers: The plan must provide for full and accurate
disclosures to consumers as provided in section 123.07 below.

123.06: _Referral Repair Shop Programs

(1) Consumer's Choice of Siwg: No direct psyment plan approved under this
regulation, end no insurer in irMiplementing such plan, shall require a claitnant to
have repairs made at any specilic repair shop or list of shops.
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123.06: conlinued

(2) Number of Shops: Every plan mus! provide that every cleimant will be
given o List of at least five repair shops geogrsphically convenient for the
clsimant which will perform the repairs on referred clsims without undue
delsy. The claimant may or may not choase to use a shop on the referral list.
(2) For the first year in which this regulstion is eflective, Le., calondar
year 1989, the following transitions! rule will spply:
u?ml“ implementing plans during calendar year 1988 shall provide a list
of at least: -
(i) two referral shops st any time & list is given to 8 claimant;
(ii) three shops by May 1, 1088;
(iii) four shops by Septemnber 1, 1089; and
(iv) five shops by january 1, 1980,
(b) Plans submitted to be ellective on or sfter January 1, 31990 must
provide that every claimant will be given s list of at least five repair shops.
(c) Any individus! insurer wishing o implement a plan which does not meet
the requirements of section 123.06(2)(s) or (b) sbove may petition the
Commissioner for 8 waiver of those requircmients. The insurer sceking such
s waiver shall sct forth the specilic facts regarding market share,
geographic locstion, svailability of repair shops, or other circumstances in
support of its petition. No insurer may implement & plan which docs not
meet the requirements of section (2)(s) snd (b) above unless and until the
Commissioner has granted a petition for waiver.

(3) Insurer's Choice of Shops:
(2) An insurer's relerral ilsl shall include only shops:

(i) which are registered repsir shops: and

(i) which have entered into an agreement satisfactory to the insurer, to

complete repairs for claimants referred by the fnsurer without undue

delay, for the amount of the direct psyment lo the insured plus any

::s;:}icuble deductible, plus any supplemental psyment authorized by the

rer.

(b) In determining which registered repair shops will be put on such relerral
list, the insurer shall consider sll of the following criterls, .and only the
following criteris: the quality and cost of repairs st & particulsr shop, the
quality of the service given the customer, the responsiveness of the shop to
the customers® needs, the ability of the shop to perform repairs without
undue delsy, the geographic convenience of the shop for the claimant,
cooperation of the shop with pre- and post-repair inspections and the shop’s
compliance with spplicable laws and regulstions.

Each individus! insurer shall maintain written guldelines incorporatling
these criterie as applied by the insucer in implementing its plan; such
guidelines shall be deemed to be & parl of the individusl insurer's plan.
While Individua! insurers which have adopted an industry plan shall msinlain.
such written guidelines, under no circumstances shall s rsting organization
which [iles an industry rhn propose or maintain such guidelines. Individual
insurers® guidelines shall be made avallable to the Commissioner upon his or
her request and shall also be made available to eny repair shop in the event
the insurer denies thst shop placement on or strikes that shop {rom fts list.

A repair shop shall be included on the list prepared by the insurer if the
shop agrees in writing to comply fully with the plan, unless the shop is denied
placement on or stricken from the list pursuant to section 123.06(5) below,
and is determined by the insurer not to satisly one or more of the criteria
listed above. The form of agreement between the shops on the referral list
and the insurer mey provide adequste assurances that the repair shop will
continue to satlisfy the insurer as to such criteria.

(5) Development and Changes of Referral List: An insurer may strike a repeir
shop from & relerral list, or deny placement thereon, provided the insurer files &
statement with the Commissioner specifying the nature of the shop's {ailure to
comply with the plan or with the sgreement or proposed agreement between the
insurer and the repair shop. A reptir shop which claims that it hass been
improperly stricken from or denied placement on the list may demand
arbitration. Such binding arbitration shall be conducted by a neutral arbitrator
jointly agreed to by the insurer and the repair shop, or, in the sbsence of such
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sgreement, within 21 days of submission of the request for srbitration to the
insurer, by an arbitrator selected by the Commissioner. The parties to the
arbitration shall bear the costs of the arbitration equally, but the losing party
shall be liable to the prevailing party ior its costs, unless the arbitrator orders
olnerwise. If the arbitrator finds that the losing party scted in bad faith, he or
shc may also award the prevalling party sttomey's fees, if any. The stbitralor
shall determine whether the repaic shop was improperly stricken from the list,
but shall make no finding or order as (o any damages other than the sward of
costs and/or attomey's {ees, if any. The decision of the arbitrator shall be final.

(6) Insurer’s Guarantee: If a claimant has 8 repair performed at a repair shop
included on the insurer's list, then the insurer shall guarantee the quality of the
materisls and workmanship used in making the repairs. No insurer may petition
the Commissioner for & waiver of this requirement, This guarantec by the
insurer shall be in addition to sll ather guarantees which may be made by the
manulscturer and the repair shop. The sgrecment between the insurer and the
repair shop may provide for indemnification of the insurer by the repair shop for
any cosls associated with such guarantee under such terms and conditions as the
parties to the agrecment shall specily.

(7) Reinspection Requirements: Every plan shall provide that the insurcr shall
have a licensed sutomobile damnage appraiser reinspect vehicles following
completion of repairs as follows:
(a) with respect to tedpairs as to which the sppraiss! indicates that the cnst
is expected to exceed $4,000, at least ?5% of such vehicles shall be
reinspected;
(b) with respect to repsirs as to which the sppraisal indicates that the cost
is not expected to exceed $4,000, at least 25% of such vehicles shall be
reinspected. .
in no evenl shall the selection of vehicles for reinspection be bascd on
the age or sex of the policyholder or of the customary operators of the
vehicle, or on the principal place of garaging the vehicle,

{8) Conflicts of lnterest:

(3a) No employee or agent of an insurer with responsiblity for creating,
managing, or maintaining & list of repair shops as prescribed in section
123.06(3) above shall receive or ask for any payment, gilt or any other thing
of value fromany repair shop included, or seeking to be included, in the
in~nrer's list of repair shops. No repair shop, or employee or owner thereof,
shall give, pay or offer to give or pay, any thing of value to any employee or
agent of an insurer with responsibility for creating, managing or maintaining
a list of repair shops. No repair shop, or employee, owner or agent thereol,
shall give or pay, or offer (o give or pay, any thing of value to any person in
exchange for being included, or as an inducement for being included, on an
insurer's list of repair shops. For purposes of this paragraph, the words
“employee®, “owner® and “agent” ghall also include any spouse or child of an
employee, owner or agent.

(b) A discount on parts, glass, labor rate or other {tem or customer service
in connection with the repsir of motor vehicles offered by & repair shop to
an insurer ghall not constitute a "payment, gift or any other thing of vaiue®
for purposes of section 123.06(8)(s) above.

123.02: Disclosures to Consumers

(1) Every claimant under a plan shall be given full and adequate disclosure,
with the sppraisal and at such other times as the insurermsy determine, that:
(a) the claimant may elect to accept direct psyment under the plan and
receive a list of referral shops, or he or she mey choose to pursue the claim
without regard to the plan;
(b) if the claimant accepts direct psyment, he or she may choose to have
repairs made al any repair shop, whether or not the shop sppears on the
insurer's referral list;
(c) if the claimant accepts direct poyment, the claimant may choose a shop
on the insurer’s referral list, in which case the insurer will guarantee the
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materials and wotkianship of the repair, and the cost of the repair to the
claimant will not exceed the amount of the insurer’s direct payment to the

claimant plus sny spplicable deductible. .
(d) the procedure for resolving claimants* disputes under the plan; and,
(e) such other information as will aid the claimant in exercising his or her

rights under the plan. -

123.08: Penalties

(1) A violation of sny provision of this regulstion ghall be considered to be an
unfair or deceptive act or practice, in violation of M.G.L. c. 176D.

(2) A violation of sny provision of this regulation by any insurance agent,
insurance broker, insurer or employee or representative of an insurer, or motor
vehicle damage appraiser shall be grounds for suspension or revocation of the
license of such person or persons.

(3) Nothing herein shall be deemed to preclude the claimant or policyholder,
the Commissioner,” the Attomey General or the Direclor of the Division of
Stendards froin pursuing any other remedy or penslty provided by law for &
violation hereol, including any remedy provided under M.C.L. c. 83A or M.C.L.

€. 100A,

123.08: Elfective Date

These regulations shall be effective on December 8, 1988.

123.10: Severability

If any section or porlion of a section of this regulation or the spplicability
thereof to any person, enlity or circumstance is held invalid by any courl, the
remainder of this regulation or the applicabilily of such provision to other
persons, entities or circumstances shall not be affected thereby.

REGULATORY AUTHORITY
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Industry Direct Payment Plan for the Settlement of
ured Auto Damaqge

Objective: In order to provide, by January 1, 1989, for the implementation of
a Direct Payment Plan for auto damage repairs insured under collision, limited
collision and comprehensive coverages, excluding glass claims, in accordance with
Sections 24 and 51 of c.273 of the Acts of 1988 and Regulation 211 CMR 123 (the
*Regulation®), as fssued on an emergency basis 12/8/88 and attached as Exhibit A,
the Massachusetts Automobile Rating and Accident Prevention Bureau (MARB) files
the following plan on behalf of its member companies under 211 CHR 123.04(1) to be
effective for the settiement of all auto physical damage claims arising from
accidents on or after January 1, 1989, provided, however, that each member company
electing to implement the fndustry plan shall file a Notice of Electfon of the
Industry Plan, attached as Exhibit B, at least 14 days prior to {mplementation as
required by the Regulation. Any member {nsurer may deviate from the {ndustry
Direct Payment Plan upon approval by the Commissfoner of the {nsurer's own
{ndividual plan filed in accordance with Sectfons 24 and 51 and the Regulation
using the Notfce of Election of a Modified Industry Plan form attached as Exhibit
C or their own filing format.

he Industry Plan

1. payment to the claimant:

The insurer shall offer to pay every claimant for the loss of or damage
to the insured motor vehicle under collision coverage, limited collision
coverage or comprehensfve coverage, excluding glass c]aims, the full amount,
less any applicable deductible, of the cost of repair! of the damage as
described in an appraisal made by a licensed automobfle damage “appraiser
employed or designated by the insurer, subject to the terms and conditions of
“the applicable insurance policy. Direct payments will be offered by each
{nsurer electing to implement this industry plan to claimants for accidents
ggagr after the insurer's implementation date but no sooner than January 1,

Unless such direct payment is refused by the claimant, the {nsurer shall
make such payment at the time of, or within 5 business days after, the
preparation of the said appraisal. In no event shall payment be made prior
to provision of a copy of the appraisal to the claimant. Nothing in this
section shall be construed to affect the right of any insurer to delay
payment for a period of time reasonably mecessary to fnvestigate any claim
before authorizing repair work or making payment on such claim.

1f the claimant refuses such direct payment, the {nsurer shall comply
gitthapp}1c3b1e laws and regulations relating to such payments without regard

o the plan.

IThe insured cost of repairs described in an appraisal may differ from the
actual cost of repairs due to the replacement of used or depreciated components by
new components in the actual course of repairs, so-called "betterment”. Common
examples of betterment are tires, batteries and the use of new parts in place of
used parts at the direction of the insured. Betterment will be excluded
throughout this plan when referring to the insured cost of repairs.
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2. air Certification Form

Each insured receiving a direct payment under collisfon, limited
collision and comprehensive coverages shali receive, with the appraisal or
direct payment check, & Repafr Certification Form containing an explanation
of the insured's rights. The fnsured shall return the Repair Certification

‘Form to the {nsurer upon completion of repairs. If the completed Repair

Certification Form is not returned to the insurer, the actual cash value of
the fnsured vehicle will be reduced by the amount of the claim payment plus
any applicable deductible. The sample Repair Certification Form for use with
the industry plan {s attached as Exhibit D.

3. olut .
If the claimant disputes the accuracy of the appraisal or the amount of
the payment based thereon, the fnsurer shall resolve such dispute as foliows:

(1) The claimant, or the claimant's representative or repair shop at
the direction of the claimant, sust notify the {nsurer by telephone or
in writing {f the insured cost of repairs, excluding betterment, {s
expected to exceed the amount of the payment plus any applicable
deductible and the claimant is seeking to have the insurer pay any part
of the difference. Such notice must be prior to, or in the course of,
the repair work. .

(2) The insurer shall promptly evaluate the source of any differences
between the {nsurer's apgraisal and the cost of repairs and either

authorize or deny a supplemental payment within 3 business days after

the notification of such difference and inspection of the vehicle.

During such 3-day period, the {nsurer may {nspect the vehicle, and $f it -
so requests, the claimant or repair shop shall make the vehicle _ 4%3
available for {nspection by the insurer. The insurer shall not delay

such inspection for more than 3 days without the consent of the

claimant. If the insurer makes a timely request for {inspection the

insurer will either authorize or deny a supplemental payment within 3

business days after the inspection. The claimant may direct the {nsurer

to make any supplemental payment to the repair shop, provided the repair

shop is registered under M.G.L. c. 100A. Otherwise, any supplemental

payment must be made directly to the claimant.

(3) If the claimant and the fnsurer are unable to reach agreement as to
any dispute as to the amount of the payment by the insurer, either party
may demand arbitration of the dispute. The demand for arbitration must
be in writing and 1t must fnclude an appraisal of the cost of the repair
prepared by a 1{censed automobile damage appraiser and an ftemfzed bil}
for the actual cost of the repair, {f the repair has been completed.
The arbitration will be conducted pursuant to General Provision Section
11 of the Massachusetts Standard Automobile Insurance Policy and the
Epg};:ab}e provisions of M.G.L. ¢. 175, sectfon 1914, attached as

X t E.

(4) If the repair is made at a repair shop which is on the {nsturer's
11st of referral shops prepared pursuant to paragraph 5 below, nejther
the repafir shop nor the insurer shall require the claimant to pay more
than the amount of the direct payment plus the amount of any applicable
deductible to have the insured repair work, excluding betterment,
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completed, and any dispute as to the amount of the appraised damage
shall be resolved between the referral repair shop and the {nsurer.

4. Disclosure of Insured Rights and Duties

Each direct payment shall be accompanied by a notice on the Repair
Certification Form explaining to the insured his or her rights and duties
under the Direct Payment plan fncluding:

(1) the right to shop around and to obtain repairs at the reghir shop
of his or her choice for the amount of the {nsurer's appraisal.

(2) the right to be given a list of geographically convenient repair
shops which will provide quality repairs, excluding betterment, for the
amount of the payment made directly to the {nsured plus any applicable
deductible. The insurer will guarantee the quality of the materials and
workmanship used {n making the repairs at any shop on {ts 1ist.

(3) the duty to notify the insurer, by phone or {n writing, prior to or
in the course of repairs, if the insured cost of repairs, exc uding
betterment, exceeds the amount of the direct payment, plus any
applicable deductible, and the claimant seeks payment for any part of
that excess from the insurer. The {nsurer has the right to {nspect the
vehicle within three (3) business days of notification. The {nsurer has
the duty to authorize or deny a supplemental payment within three (3)
business days after the inspection.

(4) the right to pursue resolution of any differences in repair costs
through contact with the {nsurer and the procedure established in
General Provisfon Section 11 of the Massachusetts Standard Automobile

Policy.

(5) the duty to return a completed Repair Certification Form when the

vehicle is repaired. If the completed Repair Certification Form is not

returned to the insurer, the actual cash value of the insured vehicle

:1}1 b?bgeduced by the amount of the claim payment plus any applicable
eductible.

(6) the duty to allow the insurer, upon request, to reinspect the

repaired vehicle after receipt of the Repair Certification Form. If the

repaired vehicle is not made avaflable for {nspection within 2

reasonable amount of time, the actual cash value of the {nsured vehicle

:1}1 2?b§educed by the amount of the claim payment plus any applicable
educ e.

5. Referral Repair Shop Programs

(1) ;onsumer'é Choice of Shop: No {nsurer in implementing the Industry
Direct Payment Plan shall require a claimant to have repairs made at any

specific repair shop or 1ist of shops.

(2) Number of Shops: Unless the requirement {s specifically waived by
the Commissioner, the insurer shall provide that every claimant will be
given a 1ist of at least five repair shops geographically convenient for
the ciaimant which will perform the repairs on referred claims without
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undue delay. The claimant may or may not choose to use a shop on the
referral list.

(3)

(3) For the first year in which this Industry Plan {s effective,
f.e., calendar year 1989, the following transitional rule will

apply:

Insurers implementing plans during calendar year 1989 shall

provide a 1ist of at least: ]

(1) two referral shops at any time a 1ist is given to a
claimant;

(11) three shops by May 1, 1989;

(i11)four shops by September 1, 1989; and

(iv) five shops by January 1, 1990.

(b) Any individual {nsurer which wishes to {mplement the Industry
Plan but does not meet the minimum requirements of (2)(a) above may
petitfon the Commissioner for a waiver of those requirements. The
insurer seeking such a wajver shall set forth the specific facts
regarding market share, geographic location, availability of repair
shops, or other circumstances in support of fts petitfon. HNo
insurer may implement the Industry Plan {f it does not meet the
requirements of section (2)(2) above unless and until the
Commissioner has granted a petition for wafver using the Petition
for Waiver form attached as Exhibit F or any other format. A copy
of the Massachusetts Automobfle Market Share for each insurer and
each insurer group is attached as Exhibit G.

nsurer's Cho$ f Shops
(a) An insurer's referral 1ist shall include only shops:

(1) which are registered repair shops and,
(i1) which have entered into an agreement satisfactory to the
- {nsurer, to complete {insured repairs, excluding
betterment, for claimants referred by the {nsurer without
undue delay, for the amount of the direct payment to the
insured plus any applicable deductible, plus any
supplemental payment authorized by the insurer.
(b) 1In determining which registered repair shops will be put on
such referral 1ist, the {nsurer shall consider all of the following
criteria, and only the following criteria: the quality and cost of
repairs at a particular shop, the quality of the service given the
customer, the responsiveness of the shop to the customer's needs,
the ability of the shop to perform repairs without undue delay, the
geographic convenience of the shop for the claimant, cooperation of
the shop with pre- and post-repair inspections and the shop's
compliance with applicablé laws and regulations.

Each individual fnsurer shall maintain written guidelines
incorporating these criteria as applied by the {nsurer in
implementing 1ts plan; such quidelines shall be deemed to be a part
of the individual insurer's implementation of the Industry Plan.
While individual insurers which implement the Industry Plan shall
maintain such written guidelines, under no circumstances shall the
Massachusetts Automobfle Rating and Accident Prevention Bureau
propose or maintain such guidelines. Individual insurers®

-
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guidelines shall be made available to the Commissioner upon his or
her request and shall also be made available to any repair shop in
the event the insurer denies that shop placement on, or strikes
that shop from, its 1ist.

A repair shop shall be included on the 1ist prepared by the
insurer {f the shop agrees in writing to comply fully with the
Industry Plan, unless the shop is denfed placement on, or is
stricken from, the 1ist pursuant to paragraph four (4) below, and
is determined by the insurer not to satisfy one or more of the
criteria 1isted above. The form of agreement between the shops on
the referral 1ist and the insurer may provide adequate assurances -
that the repair shop will continue to satisfy the insurer as to
such criteria.

(4) velopment and Chan

An insurer may strike a repair shop from a referral 1{st, or deny
placement thereon, provided the fnsurer files a statement with the
Commissioner specifying the nature of the shop's failure to comply with
the Industry Plan or with the agreement or proposed agreement between
the fnsurer and the repair shop. A repair shop which claims that {t has
been improperly stricken from or denfed placement on the 14st m2y demand
arbitration. Such binding arbitration shall be conducted by a neutral
arbitrator jointly agreed to by the {nsurer and the repair shop, or, in
the absence of such agreement, within 21 days of submission of the
request for arbitration to the {nsurer, by an arbitrator selected by the
Commissioner. The parties to the arbitration shall bear the costs  of
the arbitration equally, but the losing party shall be 1iable to the
prevailing party for its costs, unless the arbitrator orders otherwise.
If the arbitrator finds that the losing party acted in bad fafth, he or
she may also award the prevailing party attorney's fees, if any. The
arbitrator shall determine whether the repafr shop was improperly
stricken from the 1ist, but shall make no finding or order as to any
damages other than the award of costs and/or attorney's fees, {f any.
The decision of the arbitrator shall be final.

(5) Insurer's Guarantee

If a claimant has a repair performed at a repair shop included on
the insurer's 1ist, then the insurer shall guarantee the quality of the
materials and workmanship used fn making the repairs. No {insurer may
petition the Commissioner for a wafver of this requirement. This
guarantee by the insurer shall be in addition to all other guarantees
which may be made by the manufacturer and the repair shop. The
agreement between the {nsurer and the repair shop may provide for
indemnification of the insurer by the repair shop for any costs
associated with such guarantee under such terms and conditions as the
parties to the agreement shall specify.

6. Reinspection

The insurer shall have a2 licensed automobile damage apprafiser refnspect
vehicles following completion of repairs, excluding glass only claims, as

follows:
(2) with respect to repairs as to which the appraisal indicates that

the cost is expected to exceed $4,000, at least 75% of such vehicles
shall be reinspected;
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(b) with respect to repairs as to which the appraisal {ndicates that
the cost i{s not expected to exceed $4,000, at least 25% of such vehicles
shall be reinspected.

In no event shall the selection of vehicles for reinspection be based on
the age or sex of the policyholder or of the customary operators of the
velticle, or on the principal place of garaging the vehicle.

If the repaired vehicle {s not made available for reinspection within 2
rexsonable amount of time, the actual cash value of the {nsured vehicle will
be weduced by the amount of .the claim payment plus any applicable deductible.

7.  Lonflicts of Interest -

(2) No employee or agent of an {nsurer with responsibility for
creating, managing or maintaining a 1ist of repair shops as prescribed

- above shall receive or ask for any payment, gift or any other thing of
value from any repafr shop included, or seeking to be fncluded, on the
{insurer's 1ist of repair shops. No repair shop, or employee or owner
thereof, shall give, pay or offer to give or pay, any thing of value to
any employee or agent of an insurer with responsibility for creating,
managing or maintaining a 1ist of repafr shops. No repair shop, or
-employee, owner or agent thereof, shall give or pay, or offer to give or
pay, any thing of value to any person in exchange for being {ncluded, or
as an inducement for being included, on an fnsurer's 1ist of repair
shops. For purposes-of this paragraph, the words “employee®, "owner®
and 'ag:nt“ shall also include any spouse or child of an employee, owner
or agent. . .
(b) A discount on parts, glass, labor rate or other {tem or customer
service in connection with the repair of motor vehicles offered by a
repair shop to-an insurer shall not constitute a “payment, gift or any
other thing of value" for purposes of (7)(a) above.

8. Disclosures to Consumers

very claimant under a plan shall be given full and adequate disclosure
with the appraisal, and at such other times as the insurer may determine,
exgllaining that:

(a) the claimant may elect to accept direct payment under the plan and

receive a list of referral shops, or he or she may choose to pursue the
-claim without regard to the plan; :

(b) d4f the claimant accepts direct payment, he or she may choose to
have repairs made at any repair shop, whether or not the shop appears on
the insurer's referral list;

(c) 1if the claimant accepts direct payment, the claimant may choose 2
shop on the insurer's referral 1ist, in which case the insurer will
-guarantee the mater{als and workmanship of the repair, and the cost of
the insured repair, excluding betterment, to the claimant will not -
‘exceed the amount of the {nsurer's direct payment to the claimant plus
any applicable deductible.

(dg the procedure for resolving claimants' disputes under the plan;
and,

{e) such other informatfon as will aid the claimant {n exercising his
or her rights under the plan.
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emorandum

Differences Between Regulation 211 CMR 123
and the Industry Direct Pavment Plan

Re§u1ation 211 CHR 123, Direct Payment of Motor Vehicle Collision and
Comprehensive Coverage Claims and Referral Repair Shop Programs, was issued on an
emergency basis effective December 8, 1988. The Bureau is filing a direct payment
plan on behalf of {ts member companies (The “Industry Plan®) prior to any kearing
on the Regulation in order to have an Industry Plan in effect on January 1, 198%.
Since the ?111ng deadline for an Industry Plan is December 15, 1988, the Bureau
takes this opportunity to ciarify the Regulation and to recommend changes where
necessary. This memorandum will explain the differences between the Industry Plan
and relevant parts of the Regulation.

1. Section 123.03 Definitions

Regulation Industry Plan
*Claimant" means any person ~*Claimant® means any person
making a claim for motor making 2 claim for motor
vehicle damage or loss for vehicle damage or loss for
first or third party damages. - first party damages.

Explanation

The Direct Payment and Referral Shop program rules and regulation should
apply to claims made by first parties under the auto physical damage coverages of
collision, limited collision and comprehensive. The title of the fegulztiou‘and
Sectfons 24 and 51 of c.273 refer to the physical damage coverages only. Although
the extension of the plan to third party property damage 1iability coverage seems
to be voluntary with the company (123.05(1)), it should be made ciear that these
regulations will apply to first party payments only. Some of the reasons for
excluding property damage 1iability claims from the Industry Plan are that (1) 2
direct payment system is already in place for appropriate POL claims; (2) direct

payments and appraisals may not make sense and/or may duplicate effort for some
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POL claims, such as subrogated claims; (3) POL claim settlements may be delayed or

reduced depending upon the determination of 1{ability and comparative negligence;

and (4) the restoration of the decrease {n value and/or reinspection of repairs

through a completed repair certification form would be meaningless on third party

claims.
Requlation du P

*Repair Shop" means a motor *Repair Shop*® means a motor
vehicle repair shop as defined vehicle shop as defined in
i{n M.G.L. clO0A, Section 1, ' M.G.L. c100A, Section 1, but
{ncluding glass speciality not fncluding glass
shops, but not including a :KeciaIity shops or shops
shop which primarily sells ich primarily sell tires.

tires.

Explanation
The Direct Payment and Referral Shop Program should not apply to glass claims

under comprehensive coverage. There currently exists an active and efficient
system of insurer referral shops for glass ciaims. The glass shop referral system
allows the claimant to have glass damage repaired by a referral shop at the
request of the {nsurer and at the convenience of the insured. The system allows
for direct payment to the referral shop at negotiated rates for labor and parts
discounts.l Allowing the insured to *shop around" with a direct }ayment in hand,
but with broken glass, would (1) tend to increase the cost of the systemz by

requiring appraisals, reinspeétions and the fnability to direct {nsureds to

laccording to-the State Rating Bureau, glass discounts averaged 36¥ (1987
Bodyshop Hearing, Ex. 11).

2The 1987 average glass claim was about $275.

>
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specific referral shops3 and (2) tend to increase the hazard to safe driving by

having active motorists with broken windshields who are either *shopping. arocund”

or have decided not to repair.

uylatfon Jndustry Plan

None. "Cost of Repair® shall mean
the {nsured cost to restore -
the damaged vehicle to 2
condition equal to that
prior to the accident under
the terms of the policy.
The (insured) cost of
repair does not {nclude any
{ncrease in value,
so-called *betterment”, due
to the replacement of used
components with new
components during the
actual course of repairs,
such as in the case of
tires and batteries.

_ Explanation

iii The exclusion of betterment seems to have been implicitly recognized in
Section 123.05(1), Payment to the Claimant by the use of the terms *subject to the
terms and conditions of the applicable insurance policy”.

Other parts of the Regulation, specifically Sections 123.05(3)(d) and
123.07(1)(c), convey the (incorrect) impression that the c1aimant_wi11 pay only
the deductible and the amount of the direct payment for repairs completed at the
{nsurer's referral shops. Although this {ndeed may be true in 2 large number of
cases, there will often be times when the vehié]e will jncrease in value que to

the repairs (repair of old damage, new tires, etc.) and that increase {n value,

3This requirement might prove cestly in light of the newly enacted $100
deductible glass coverage.
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so-called betterment, must be paid for by the claimant. The Industry Plan
emphasizes this important distinctfon throughout the text of the plan.
2. Section 123.04 Procedure for Approval of Plans
The MARB interprets sections 123.04(1) and (2) as allowing each member
insurer to adopt the approved industry plan in 1ts entirety, with the Industry
Plan effective date of January 1, 1989, and to implement that plan on or after

January 1, 1989 by filing a notice of election of the Industry Plan (Exhibit B) af

least 14 days prior to the implementation date and by receiving the approval of
the Commissioner of Insurance.: The principal reason for this interpretation of
these sections 1s the impracticality of the 14 day notice requirements combined
with the Jdanuary 1 effective date and the extremely tight filing/hearing/décision
schedule for this initial plan.

For each individual insurer adopting the Industry Plan fn {ts entirety, the
benefits of the Industry Plan shall be made avaflable to a1l claimants submitting
claims arising from accidents or other losses occurring on or after the ‘2§

E;. jmplementation date. (Compare 123.04(7)).

3. Section 123.05: PDirect Payment Plans: Required Provisions
(1) Pavment to Claimant

MARB interprets "cost of repair® to exclude betterment (see 123.03

above). )
MARB recognizes the voluntary nature of the offer (direct payment)

to the claimant under property damage 1fabil{ty, but belfeves it is
unnecessary (see 123.03 above).

~ MARB also recognizes that the intention of the Regulation
requirement to *make such payment at the time of, or withia 2 businasS
days after, the preparation of said appraisal® {s to minimize the time

between the claimants' receipt of the apprafisal and his or her receipt
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(2)

12/15/88
Page §

of the direct payment check. The recognition of actual diverse claim
department check writing and accounting systeﬁs among companies,
however, leads MARB to substitute a more realistic time frame of 5
business days to cover all cases. For some company operations it will
be possible to present a clafmant with all necessary material-at once
(appraisal, Repair Certificate Form, general {nstructions, and chieck).
For others the process, especially for drive-in claim service, may
separate the fssuance and mailing of the direct payment check from the
completion of the appraisal. A five (5) business days 1imit should

accommodate all operational forms in a direct payment plan. HMARB notes

‘that the current payment limitation after receiving the completed Work

Claim Form on repairs is seven (7) days.

Repair Certification
MARB has recognized the inappropriateness of asking the jnsured to

certify that repairs were made "in accordance with the appraisal® and
has designed the Industry Repair Certification Form (RCF).to certify
only the fact and the location.of the repairs. Appraisers doing
reinspections are asked to note on the RCF the items of repair that
differ from the appraisals. It seems appropriate to delete that phase
for the insured in order (1) to minimize ihe ambiguity of the RCF, and
(2) to allow return of the RCF without the involvement of the repair
shop in determining whether its repair was *in accordance" with the
appraisal. )

MARB has also chosen to allow the decrease in value (DIV), whether
or not the claimant repairs the vehicle, in 211 cases where the RCF is

not returned. The DIV will be eliminated upon the subsequent receipt of
the completed RCF.
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(3) Resolution of Consumer Disputes

The various *3-day"™ requirements of subsection (b) seem
inconsistent. The MARB has replaced the overall 3-day requirements of
the Regulation by requiring the authorization or denial-of a
supplemental payment *within 3 business days" after the notification of
such difference and inspection of the vehicle. The two individual
notification and inspection 3-day constraints of the Regulation still
2pply for the Industry Plan.

Under subsection (d), the repair shop and the insurer may require
the payment of betterment by the fnsured. (Sec 123.03 - "cost of
repairs® above).

4. Section 123.06 Referral Repair_Shop Programs

The MARB has assumed in {ts filing that the procedure for the registration of
repair shops, required for (32) and (3b) will be in place and that a sufficfent
‘number of such registered shops will be available for the fmplementation of the
plan. To the extent that this assumption is not realized, the {mplementation of 2
viable direct payment Plan program will be-de1iyed.

The MARB knows of no subsection (4) of the Reﬁulation.

.The MARB has added to ‘the requirements of subsection (7), Reinspection, the
allowance of a decrease in value (DIV) if the reinspection is not permitted by the
claimant and/or the repair shop within a reasonable time.

5. Section 123.07 Lﬁ;glg;g:gg_;g_;ggggmggg

MARB expects that {ndividual insurers will advise claimants of the election

of direct payments (1) (a) through revised company claim process 1iterature that

is normally distributed to claimants.
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Election Form 2
NOTICE OSFELECTIOR page 1
INOUSTRY DIRECT PAYMENT PLAN

The Honorable Roger M. Singer
Commissioner of Insurance

The Commonwealth of Massachusetts
Department of Banking and Insurance
280 Friend Street

Boston, MA 02114

Dear Commissioner Singer:

Please be advised that the undersigned auto insurance company(s) elects to
{mplement a modification of the Industry Direct Payment Plan as filed by the
Massachusetts Automobile Rating and Accident Prevention Bureau in accordance with
211 CMR 123 and approved by you. If approved, the effective date of our
{mplementation of the modified industry plan will be .

The extent of our modifications to the industry plan are detailed on the
attached page(s).

ﬁ(:/, Company Name(s)

Company Officer

Name

Signature

Title

Telephone Number

Date

Please send copy to: Richard A. Derrig
Vice President - Research
Massachusetts Rating Bureaus
40 Broad Street
-~ Boston, MA 02108



exhibit €, p-1
Election Form 2

NOTICE OF ELECTION Page 2
OF
IKDUSTRY DIRECT PAYKENT PLAN

Qijjg;gg;g;_i:gm_;he Iﬁdustry Direct Payment Plan

Company Name
1. Effective Date

2. Payment to Claimant

3. Repair Certification Form (Attach Modified Form)

4. Resolution of Consumer Disputes

5. Repair Shop Referral Lists

6. Disclosure to Consumers
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REPAIR CERYTFICAYIOR FORM
(to be returned to your insurance cospany upon cocpletion of repairs)

Company Information
Insured
Clain Muxzber
Date of Accident

Policyholéer Informmtion

Y. Dolanstion of Your Rights snd Duties for Repairing Danaged Vehicle -
1. Rttyourriﬂ:tto:hopmdmduobuinnpdrsntt.bcnpurshopcfmchom&rm
ssount of our appraisal. '

2. It 4s your right to be given a list of geographically convanient vepair shops vhich will
provide quality repairs for the saount of the tgyunt made directly to you plus any applicadle
Geductible plus any increase in valus due to repairs, We guarantes the quality of the
materials and workmanchip used 4n making the repairs at any shop on our list.

3. It is your duty to notify us, by phene or in writing, prior to or in tho course of repairs, 4T
the cost of repairs is expected to exceed our payment plus any applicable deductidle and
dncrease in value and you vish us to m any part of that excess cost. WUe have the right to
u-.gect the vehicle vithin three (3) iness days of your motification and ve have the duty to
authorize or deny any supplesental paysents within three (3) business days after inspection.

4. It &5 your right to pursue resolution of any differences in repair costs through contact wi
us and the procedure established in General Provisicn Section 11 of the policy. .

S, It iz your duty to complete and to return this Repair Cartification Fora vhen the vahicle iz
repaired. If the completed Repair Certification Form it not returned to us, the actual cash
value of the insured vehicle will be reduced by the asnnt of the clain payment plus any

applicable deductible.
6. It is your duty to allov us, upon request, to reinspect the repaired wehicle after receipt of

the Repair Certification Form. If the repaired vehicle is not made availadble for ze
vithin a reasonable amount of time, the actual cash value of the insured vehicle will be

- . Teduced by the asount of the claia payvent plus any applicable deductible.
€ 5 Certification of Repair
' I certify that my damaged wvshicle has been repaired by:
Repair Shop Kame
Address

Telephone

Policyholder Name:

Policyholder Signature:

Date:

Campany Reincpection
(chack one) — Repair vork cocplated in accordance wvith appraisal

— Other (explain) -

Licensed Appraiser

Date
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General!

Provisions And
Exclusions
(Continued)

1. { we Disagree
On The Amount
Of Damage To
Your Auto

Sometimes there may be a disagreement as to the amount of
money we owe for losses or damage to an auto under Colli-
sion, Limited Collision and Comprehensive (Parts 7, 8 ang 8).
If so, Massachusetts law provides for a8 method of setling the
disagreernent. Either you or we can, within 60 days after you
file your proof of loss, demand in writing that appraisers be
selected. The appraisers must then follow & procedure set by
law to establish the smount of damage. Their decision will be
binding on you and us. You and we must share the cost of the
appraisal.

12. Sales Tax

Under Collision, Limlited Collision and Comprehensive (Parts 7,
8 and 9) we will pay, subject to your deductibdle, all sales
taxes applicable 1o the loss of an auto or damape {o an auto.

13. Secured Lenders

When your Coverage Selections Page shows that a lender has
8 secured interest in your auto, we wlll make payments under
Collision, Limited Collision and Comprehensive (Parts 7, 8 and
) according to the lepal interests of each party.

The secured lender's right of payment will not be invalidated
by your acts or neglect except that we will not pay If the loss
of or damage to your auto-Is the result of conversion,
embezzlement, or secretion by you or any household member.
When we pay any secured lender we shall, to the extent of
our paymemy, have the right to exercise any of the secured
lender’s legal rights of recovery. If 'you do not file a proof of
loss as provided In this policy, the secured lender must do s0
within 30 days after the loss or damage. becomes known 1o

‘the secured lender.

In order for us to cancel the rights of any secured fender
shown on the Coverage Seleclions Page, a notice of cancella-
tion must be sent to the secured lender as provided in this

policy.

14. No Benelits
Yo Anyone In
The Auto Business

Coverage under Collision, Limited Collision and Comprehen-
sive (Parts 7, 8 and 9) shall not in any way benefit any person
or organization having possession of your auto for the pur-
pose of servicing, repairing, parking, storing, or transporting 1t
or for any similar purpose.

15. 1f Two Or More
Autos Are Insured
Under This Policy

Two or more autos may be insured under this policy. There
may be different limits for each auto. lf so, when someone
covered under this policy is injured while a pedestrian or is
using an auto other than your auto at the time of the acck
dent. the most we will pay under any applicable Part is the
highest limit shown for that Part for any one auto on your

Coverace Selections Papge.
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175:191A. Notice and Arbitration Provisions in Policies Insuring Against
Physical Damage to Motor Vehicles of Assured. .

Section 191A. No company shall issue a policy or contract which
insures against physical damage to a motor vehicle of the insured unless
said policy contains in substance the following provisions:—

In case of any loss or damage insured against under the policy, the
named insured shall give notice thereof as soon as practicable to the
company or any of its authorized agents and also, in the event of larceny, .
robbery or pilferage, to the police, and within sixty days after filing proof
of loss the company shall pay the amount of loss as provided in the policy.

If the named insured and the company fail to agree as to the amount
of loss, each shall, on the written demand of either, made within sixty 10
days after receipt of proof of loss by the company, select a competent 11
and disinterested appraiser, and the appraisal shall be made at a reason- 12
able time and place. The appraisers shall first select a competent and 13
disinterested umpire, and failing for fifteen days to sgree upon such 14
umpire, ther, on the request of the named insured or the company, such 15
umpire shall be selected by a judge of a court of record in the county 16
and state in which such appraisal is pending. The appraisers shall then 17
appraise the loss, stating separately the actual cash value at the time 18
of loss and the amount of loss. and failing to agree shall submit their 19
differences to the umpire. An award in writing of any two shall determine 20
the amount of loss. The named insured and the company shall each pay 21

his or its chosen appraiser and shall bear equally the other expenses 22
of the appraisal anc umpire. 23

The company shall not be held to have waived any of its rights by 24
any act relating to appraisal. ’ ' 25

OO0 &N




Exhibit F
Industry Plan
Waiver Form
PETITION FOR WAIVER OF KINIMUM Page 1
NUHBER OF SHOPS ON REFERRAL SHOP LISTS

The Honorable Roger M. Singer
Commissioner of Insurance

" Department of Banking and Insurance

Commonwealth of Massachusetts
280 Friend Street
Boston, MA 02114

Dear Commissioner Singer:

Please be advised that the undersigned auto {nsurance company(s) petitions
for a waiver from the requirements of 211 CMR 123.06 (2), the minimum number of
geographically convenient referral repair shops to be provided claimants, under
the Industry Direct Payment Plan. For the reasons set forth on the attached
page(s), we will be unable to comply with the Regulation minimum of 2 repair shops
after January 1, 1988, 3 repair shops after May 1, 1989, 4 repair shops after
September 1, 1989 and 5 repair shops after January 1, 1990. Our Massachusetts

%.

Auto Market Share for 1987 was
Company Name(s)

Company Officer

Name

Signature

Title

Telephone Number

Date

Please send copy to:

Richard A. Derrig

Vice President - Research
Massachusetts Rating Bureaus
40 Broad Street

Boston, MA 02108
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Exhibit F
Industry Plan
Waiver Fora

PETITION FOR WAIVER OF KINIMUN Page 2
NUMBER OF SHOPS ON REFERRAL SHOP LISTS

Company Name
1987 Market Share

We request a waiver from the ninimum number requirement for referral repair
shops on our referral shop 1ist under 211 CHR 123.06 (2) for the following

reasons:

‘Eﬁf



Appendix D

Decision and Order on the
Application for Approval of the
- Massachusetts Automobile Rating
and Accident Prevention Bureau
Direct Payment Plan



COMMONWEARLTE OF NASSACBUSETTS
EXECUTIVE OFFICE OF CONSUMER AFFPAIRS
AND BUSINBSS REGULATION
DIVISION OF INSURANCE

DOCEET NO. G89-10

AMENDMENTS TO RULE 13 OF THE DECISION AND ORDER
RULRS OF OPERATION OF COMMONWEALTH

AUTOMOBILE REINSURERS

Sl Vs et Vsl S

BACKGROUND

.On February 16, 1989 the Governing Conmittee of
Commonweslth Automobile Reinsurers ("CAR") £iled a proposed
azendment to Rule 13(A) (2) (a) of the CAR Rulas of Operation
(*ehe Rules") with the Divisien of Insurance {"the Division").

On March 16, 1989 the CAR Governihg Committee filed an

. additional proposed amendment to Rule 13(A)(2)(a). Rule 13 of

the Kules detaile the obligations of CAR member companies who

have been appointed as eervicing carriers.

United States Pidelity and Guaranty Company (°USF&G")
reguested a hearinj on both proposed amendments to Rule
13(A) (2) (a). Pursuant to M.G.L. C. 17%, S113H and the CAR Plan
and Rules, a public hearing on the proposed amendments was held
on April 14, 1989 at 9:30 a.m, at the Division. Interested
parties were invited to submit oral and written testimony at
the hearing. Parties were also given the opportunity to submit

additioﬁal post-hearing statenents and rebuttal.
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Representatives from CAR and two insurance companies
presented cral and written testimony concerning the proposed
amendments. Testimeny in suppert of the proposed anendﬁontt
wac offered by Joseph J. Maher, Jr., Vice President and General
Counsel of CAR, and Fran Delage, a member of CAR's Clains
Advisory Committee and the Technical Clain Manager of the New
England Branch of the Banover Insurance Company. UEF&G and
Bolyoke Mutual Insurence Company ("Holyoke Mutual®™), both

resented testimony in opposition to the proposed amendments.
ISSUES

In order to assure the protection of the public interest,
" Rule 13 (A) (2) (a) of the CAR Rules of Operation lists specific
services which a member company must demonstrate it has the
capability of pérférminq in order to be considered for
appointment as a servicing carrier. Once appointed, a
servicing carrier must continue to satisfy those requirements.
There are currently six (6) specific reguirenents, which
include the ability to 1) provide policy issuance and premium
collection to all eligible classes of risks; 2) service clainms
in every state; 3) administer a direct billing program for
private passenger risks; 4) provide an instaliment payment
plany S) maintain a special investigative unit; 6) report

{nformation to CAR in an accurate and tinely manner.
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CAR'c proposed amendments place an additional requirement
upon servieing oarriers, namely, to adopt-and maintain an
approved dizect payment plan. CAR proposed this additional
requirenent for servicing carriers in response to the recently
enacted automobile insurance reform legislation, o. 273 of the
2cte of 1968, specifically, §§24 and 51 of c. 273, CAR argues
that, while $§24 and 51 of c. 273 do not require an insurer to
have a direct payment plen, insurers should take advantage of
every cost=-savings device available in Massachusetts. CAR
claims that approval of its proposed amendments to Rule 13 will
regult in cost savings and inproved service which is beneficial

to both the industry and the cong&umer.

The two companies opposing the proposed anendments %o Rule
13 argue that forcing servicing carziers to adopt and maintain
an approved direct payment plan is contrary to the intent of
§§24 and 51 of c. 273, since those sections do not require
insurers to file a direct payment plan with the Division. They
clain that each insurer should be left to determine, based on
{ts own internal policies and methods, vhether or not to
establigh a direct payment plan. They aleo point out certain
aspects of the current regulation governing direct payment
plang which cause them difficulty, such as potential exposure
rezulting from guarantees of repair shep workmanship and
quality of materials, and the potential problems associated

with creating and maintaining & referral shop list, Holyoke
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Mutual emphasized that the increased staff costs associated
vith creating and maintaining a referral shop list are -
particularly burdensome to servicing ocarriers with a gmall
market share. Holyoke Mutual aleo nocted that these servicing
carriere would be unable to demand significant discounts from
1epair shops due to the prall volume of work to be offered to
the repair ahops.. USF&G and Holyoke Mutual are not, however,
opposed in principle to a direct payment plan; they argue only
that a direct payment plan should not be reguired of a

servicing carrier.

DECISIUN AND ORDER

M.G.L. ¢. 175, §113B(C) clearly mandates that CAR "shall
establish :easogable eligibfility requirements for appointment
as & servicing carrier, including but not limited to, the
maintenance of a specific investigative unit to investigate
suspicious or questionable motor vehicle insurance claims for
the purpoce of elininating fraud.”™ 1In the current Rule
13(a)(2) (a) (1-6), CAR has created six eligibility requirements,
all for the purpose of protecting the public interest. CAR now
seeks to add another requirement vwhich was specifically created
to benefit consumers as well as the insurance industry as a .
cost-saving and service-enhancing device: indeed, the
legislature, in enacting §§24 and 51 in c. 273, intended to

encourage insurance conpanies to develop programs which would




-5 .
assure consumers the greatest possible savings in insurance
costs. Clearly, a roquizcmept imposaed upon servicing carriers
vwhich is beneficial to both the industry in gaeneral and the
consumer im reasonable and will protect the public intereat. I
am not persuaded by the testimony presented that the potential
probleme ineurers may encounter in establishing a direct
paynent plan are sufficient justification for disapproving the
proposed emendments in their entirety, for two reasons: first,
the problems are, by the opponents' own admission,
h&pothetical; second, of the eleven direct payment plans which
I have spproved and which are currently in effect in the
Commonwealth, ten have been f£iled by insurers who are CAR
servicing carriers. In other words, approximately one half of
" the current servicing carriers have overcome whatever problenms
may exist in establishing a direct payment plan. I note,
however, that the servicing carriers who have thusg far
established direct payment plans insure approximately 60% of
the private passenger risks insured in the Commonwealth, and
may be better able to afford the costs associated with
establishing and maintaining such plans than are eervicing
carriers with a comparatively small private passenger market
share. EHowever, I see no reason why most policyholders should
not have the opportunity to take advantage of this new, more

efficient cost-saving device.
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Therefore, it (s ordered that the propesed amendments to
Rule 13 filed by CAR Governing Committee on February 16, 1989
and March 16, 1969 are hereby approved, with the tollowing.
modification: a CAR nmember who i{s currently appointed as a
servicing carrier shall be reguired to establish and maintain a
direct payrent plan only if that servicing carrier's averaqe
Massachusetts private passenger market share for the years
1986, 1987, and 1988 equals or exceeds one percent (1l8) of the
total Massachusetts private paseenger market for 1988. This
criteria shall also apply to any CAR member appointed asz a
servicing carrier during the calendar year 1989. PFor CAR
menbers appointed as a servicing carriers subsequent to 1989,
this determination shall be ma2de using the average market chare
percentaige for the three years preceding the year of
appointnent compared to the total market for the year
imrediately preceding éppointmont. In viev of the fact that an
indu:try-gponsofed direct payment plan hes been filed and
approved by the Division, it ls further ordered that all
servicing carriers shall have until Janvary 1, 1990 to

establish a direct paynent plan.

This decision may be appealed to the Superior Court

pursuant to M.G.L. c. 173, S§113H.

Dated:. /.A-w;"d‘l WM—‘

‘ -] Timothy H. Gailey
odiben 10,11 1 : 1

Commigsioner



MASSACHUSETTS AUTOMOBILE RATING AND ACCIDENT PREVENTION BUREAU
40 Broad Strect, Boston, Massachusetts 02109
(617) 542-5080
FAX: (617) 338-7582

November 7, 1989

CIRCULAR LETTER TO CLAIM PERSONNEL

Direct Payment Plan - Disclosure Notice and Referral Lists
The enclosed documents and cover letter are being distributed at the request
of the Commissioner of Insurance.
The first document now provides specific text for the disclosure form as
generally required by Section 123.07 of Regulation 211 CMR 123:00. Also enclosed
js the text for "Explanation of Your Rights and Duties for Repairing Damaged

Vehicle® as it appears in the approved. Repair Certification Form for the Industry
Plan. This text is to be printed on the reverse side of the disclosure form.

- ' The second document provides text to be included with the repair shop
‘g; referral list as required by Section 123.06 of the foregoing Regulation.

The third document provides the Commissioner’s interpretation of eligibility
criteria for inclusion of a repair shop on the referral 1list.

You should consult prior Circular Letters to Claim Personnel dated December
16, 1988, January 6, 1989 and April 6, 1989 for further detail.

LORENZO A. RAIMONDI

Personal Lines Manager
LAR/mp

Enclosures



THE COMMCONWEALTH OF MagsACHULEETT S
EXECUTIVE OFFICE OF CONSUMER AFFAIRE AND BUSINESS REGULATION
DIVISION OF INSURANCE
280 FRIEND STREET BOSTON 02114
(617) 727-7189

TIMOTHY K. GAILEY
COMMISSIONER OF INSURANCE

November 1, 1989

Mr. Daniel Johnston

Massachusetts Automobile Rating &
Accident Prevention Bureau

40 Broad Street

Boston, MA 02109

Re: New Consumer Disclosure Notices and
Eligibility Requirements Under Direct
Ppayment/Referral Plans

- Dear Mr. Johnston:

As you may know, the Division of Insurance has been meeting
with representatives of the autobody repair shop industry, the
insurance industry and consumer groups over the last seven
months to develop improvements in direct payment/referral plans.

These meetings have resulted in the attached documents.
Please distribute them to each of your member companies, with a
copy of this letter. The two disclosure notices to consumers
should be incorporated into the routine administration of each
company's direct payment/referral program. The last document,
an interpretive bulletin regarding eligibility requirements for
shops, should be taken into account as each insurer develops
its referral list.

Please keep me advised as to any significant changes in
consumer -practices, or in insurance or repair industry
practices, attributable to the circulation of these materials.



N

We ara interestag in continued favinas in repzir shed costs as
well as in fairness to the "autobody repair industry. Thank vou
for your assistance in this matter,

Sincerely,

—

Timothy H. Gailey
Commissioner of Insurance

enclosures (3)

€c: The Honorable Linda Melconian
The Honorable Francis Woodward
E. Michael Sloman, Esquira
James A. Castleman, Esquire
Joshua Kratka, Esquire
Richard Derrig
Brian Hickey
Anne D'Agostino
Gerry Gnazzo



[additional disclosure form directed to consumers, handed,
delivered or sent at the first contact regarding a claim,
whether agent or co.]

*k*k

NOTICE

Insurance Company may provide a check
directly to you for payment of the loss of or damage to your
motor vehicle less any applicable deductible. We may also
provide to you a list of repair shops which will perform the
repair work that appears on our appraisal, for the amount we
pay to you, and whose quality of repairs we are required to
guarantee. With this notice or soon thereafter, you may be
receiving a written appraisal, a direct payment check, a list
of referral repair shops and a Repair Certification Form.
These are part of a Direct Payment/Referral Plan. You are not
required to use this plan.

You have four options:

(1) Use the direct payment check at a repair shop on
the list. See explanation of Rights and Duties on the
back of this sheet.

(2) Cash the direct payment check and use the
proceeds to have the repairs done at any other shop of
your choice.

(3) Choose not to participate in the Direct
Payment/Referral Plan by .returning the check to us and
taking your car to the shop of your choice.

(4) Keep the check. Be aware, however, that the
valpe of your car will be reduced by the amount of the
check, plus any applicable deductible.

However, if you choose Option 2 or Option 3, you should be
aware that we cannot be sure that the shop you choose will
perform the listed repairs on your vehicle for the amount we
have approved. We may not be required to pay the difference
between what your shop charges to do the repairs and what one
of our referral shops would have charged, nor are we required
to guarantee the quality of repairs at non-referral shops.

[reverse‘side is to be the list of Rights and Duties from the
Repair Certification Form as approved under the MARB Industry
Plan]



[text for reverse side of Consumer Disclosure Notice]

Explanation of Your Rights and Duties for Repairing Damaged Vehicle

1 It is your right to shop around and to obtain repairs at the repair shop of
your choice for the amount of our appraisal. :

2. It is your right to be given a list of geographically convenient repair
shops which will provide quality repairs for the amount of the payment made
directly to you plus any applicable deductible plus any increase in value due
to the repairs. We guarantee the quality of the materials and workmanship
used in making the repairs at any shop on our list.

3. It is your duty -to notify us; by phone or in writing, prior to or in the
course of repairs, if the cost of repairs is expected to exceed our payment
Plus any applicable deductible and increase in value and you wish us to pay
any part of that excess cost. We have the right to inspect the vehicle .
within three (3) business days of your notification and we have the duty to
authorize or deny any supplemental payments within three (3) business days
after inspection.

4. It is your right to pursue resolution of any differences in repair costs
through contact with us and the procedure established in General Provision
Section 11 of the policy.

5. It is your duty to complete and to return the Repair Certification Form when
the vehicle is repaired. If the completed Repair Certification Form is not
returned to us, the actual cash value of the insured vehicle will be reduced
by the amount of the claim payment plus any applicable deductible.

6. It is your duty to allow us, upon request, to reinspect the repaired vehicTe
after receipt of the Repair Certification Form. If the repaired vehicle is
not made available for reinspection within a reasonable amount of time, the
actual cash value of the insured vehicle will be reduced by the amount of the
claim payment plus any applicable deductible.



[statement to appear on every referral list]

* % %

REMEMBER -

WHEN USING A SHOP NOT LISTED HERE

You are not required to take your car to one of these
shops, but the amount of the direct payment check may or may
not be sufficient to pay the cost of repairing your car if
you take your car to a shop not listed here. If necessary,
we will negotiate with your shop provided the shop is
registered by the state, but we cannot guarantee that we will
pay the difference between our approved payment and the
amount your shop charges to repair your car. Nor are we
required to guarantee the quality of repairs.



[interpretive bulletin from Commissioner of Insurance addressed
to insurers re: eligibility criteria for inclusion on referral

shop list]

*k %

-

Pursuant to 211 CMR 123.06(3)(b), in determining which
registered repair shops will be put on your referral lists, yon
are to consider the quality, speed and cost of repairs, the
quality of customer service, geographical convenience,
cooperation with inspection requirements and compliance with
all applicable laws and regulations.

With regard to the cost of repairs, you may consider the
labor rate and any discount on parts a repair shop is willing
to give you. Should you be unable to reach an agreement on
these matters, the following alternative should be pursued.
Some shops, working at a higher labor rate or without offering
a parts discount, may be able to match the overall cost of
repairs through increased efficiency, and such shops should be
given the opportunity to convince you of this.

Secondly, as you know, you are required to guarantee
repairs performed by your referral shops under 211 CMR
123.06(6). You may seek indemnification agreements with the
shops on your list. One way to satisfy your indemnification !
request may be to have the shop add your name as an additional gﬂﬁ?
insured on the shop's garagemen's liability policy. If such an
arrangement is not acceptable to shops, however, companies
should seek other mutually agreeable indemnification
arrangements.



DIRECT PAYMENT PLAN

AVERAGE PP MARKET SHARE

rg86 '87 '88
CAR YEARS CAR YEARS - $ MARKET
186 187 188 AVERAGE SHARE
147 .
AMERICAN $19,918 $26,415 $29,946 $25,426 0.8%
UNIVERSAL
153
ARBELLA $0 $0 $40,792 $13,597 0.4%
198
BERKSHIRE $5,430 $6,988 $11,934 $8,117 0.2%
295
CNA $15,753 $40,997 $46,076 $34,275 1.0%
474 _
HOLYOKE $30,745 $29,750 $32,799 $31,098 0.9%
511
“OHN $23,387 $13,070 $11,923 $16,127 0.5%
>OCK
731
PLYMOUTH $30,392- $51,066 $66,916 $49,458 1.5%
ROCK
ZNDUSTRY $3,230,979 $3,343,968 $3,392,592 $3,322,513



DECISION AND ORDER ON
THE APPLICATION FOR APPROVAL OF THE
MASSACHUSETTS AUTOMOBILE RATING AND ACCIDENT
TREVENTION BUREAU DIRECT PAYMENT PLAN

In accordance with Chapter 90, §340, Chapter 175, §1130 of
the Massachusetts General Laws, aS$ amended by Sections 24 and
51 of Chapter 273 of the Acts of 1988, and 211 CMR 123.00, a
consolidated hearing, Docket No. 88-57, was held on December
22, 1988.

The purpose of the hearing was to afford all interested
persons an opportunity to provide testimony regarding several
plans for the direct payment to consumers by insurers for motorxr
vehicle collision and comprehensive claims. The Massachusetts
Automobile Rating and Accident Prevention Bureau ("MARB"),
filing the plan addressed in this order (the “Industry Plan®"),
was respresented by Richard A. Derrig and E. Michael Sloman.
The Massachusetts Auto Body Association ("MABA"), the
Massachusetts Glass Dealers Association ("MGDA"), the Attorney
General ("AG"), Liberty Mutual Insurance Company, and
representatives of three jndividual automobile repair shops
participated as interested persons.

The Industry Plan submitted in final form on December 15,
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1988 by the MARB is hereby APPROVED under 211 CMR 123.04(6).
Although this regulation does not require that the reasons
for this approval be set forth in this Order and Decision,
because this plan is among the first three plans approved under
the provisions of the recently enacted automobile insurance
reform legislation (Chapter 273 of the Acts of 1988), a number

of additional issues are addressed in this order.

1. AMENDMENTS TO DIRECT PAYMENT REGULATIONS

The approved Industry Plan differs in two respects from 211
CMR 123.00 as originally promulgated on an emergency basis on
December 8, 1988. However, for the reasons set forth below,
the regulations will be amended. The Industry Plan conforms
with and is approved under the regulations as amended.

(a.) Exclusion of Glass Claims:

The Industry Plan excludes glass specialty shops from the
definition of "repair shop." This contravenes 211 CMR 123.03
as originally promulgated. The MARB argues, however, that
glass claims should be excluded from the scope of the
regulation. According to the MARB, there already exists an
active and efficient system of insurer referral shops for glass
claims, and subjecting insurers to 211 CMR 123.00 for glass
claims would not only increase costs but also would pose a
threat to safe driving. The Executive Director of the
Massachusetts Glass Dealers Association, representing

approximately 80 percent of the glass dealers in Massachusetts,



testified essentially that some measure of consumer choice is
desirable under any referral system, but expressed no specific
position as to whether or not 21l CMR 123.00 should apply to
glass claims. The Attorney General maintained that glass
repairs do fall within the scope of repairs the statute and
regulation were designed to cover. MABA concurred with the
AG. The AG claimed that not all insurers now have glass
referral programs. He proposed that an insurer be allowed an
exemption from 211 CMR 123.00 for glass claims only if it could
demonstrate that it has an effective glass referral system
already in place. The MARB responded that such a proposal
would only delay the implementation of the plans, and might
well discourage some companies from participating at all.

In the interest of consumer safety, direct payment plans:
shall be permitted to exclude glass claims. Moreover, while no
thorough examination of the glass specialty shop referral
system currently in place has been conducted, it has not been
shown that subjecting glass claims to the requirements of 211
CMR 123.00 would contribute to cost containment.

(b.) Timing of Direct Payment:

The provisions of 211 CMR 123.05(1) as originally
promulgated allowed an insurer two days to issue a direct
payment check following an appraisal. The MARB asserted that
because of diverse claim department check-writing and
accounting systems among the companies, a two-day limit was

unrealistic and that a limit of five days would accommodate all



operational forms in a direct payment plan. No evidence was
presented nor argument made that five days is an unreasonable
period of time within which to require an insurer to provide a
consumer with a direct payment check following an appraisal.

The plan provisions to that effect are therefore approved.

2. REGISTRATION OF REPAIR SHOPS

The Industry Plan provides that only registered repair
shops be included on a company's referral list and that only
registered shops gualify for supplemental payments sent
directly from the insurer. Unavoidable delay in the
registration process being administered by the Division of
Standards under M.G.L. c. 100A, however, will preclude the
immediate use of registered repair shops. 1In the interest of
assuring consumers the greatest possible savings as anticipated
by the Legislature, the requirement contained in 211 CMR
123.06(3) (i), that shops appearing on insurers' referral lists
be registered shops, and the prohibition contained in 211 CMR
123.05(3)(b), that no insurer may make any supplemental payment
directly to an unregistered shop, are therefore waived until
such time as shops are legally able to acquire registered
status. It is expected that by March 1, 1989, the delay in
registration of shops will have been eliminated. ‘&herefore,
the provisions in the Industry Plan limiting participation to
registered repair shops are suspended during January and

February, 1989. Insurers will thereafter be expected to revise
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or modif{y their referral lists to comply with the regulation as

written.

3. EXCLUSION OF SO-CALLED *“BETTERMENT" FROM COST OF REPAIR

The MARB excludes so-called "betterment,” i.e., the
replacement of used or depreciated components (tires,
batteries, sheet metal parts) with new components, from the
“cost of repair,” as that term is used throughout the Industry
Plan. Because of the use of this term, MABA argued that the
Industry Plan should be disapproved. MABA argued that approval
of the plan would in effect give regulatory approval to a
concept that may not be legally valid in many instances. The
AG joined MABA in noting that the term “betterment” itself does
not appear in the Standard Massachusetts Automobile Insurance
 Policy, and both were concerned that the MARB's proposal could
operate as a subtle policy coverage change, limiting insurers®
liability.

As pointed out by the MARB, however, 211 CMR 123.05(1)
requires that direct payments be made “subject to the terms and
conditions of the applicable insurance policy." It was not the
jntent of the Division to expand or contract the legal
liability of insurers for the “"cost of repair,” only to
administer a new method by which such liability may be
discharged. The Industry Plan's use of the term "betterment®
should not be construed as changing in any respect the

determination of such liability. The definition of "cost of



repair® remains a question to be resolved by the parties in

accordance with their contract.

4. NUMBER OF SHOPS ON REFERRAL LISTS, SUPPLEMENTAL PAYMENTS
AND DISCOUNTS

MABA also questioned the propriety of the number of shops
to be on insurers®' referral lists, the right of insurers to
make supplemental payments to their referral shops, and the
propriety of repair shops offering discounts to insurers. All
these issues turn on the statutory construction of the enabling
statute. Only a strict, literal interpretation of the statute
might prohibit the transitional rule governing the number of
shops as set forth in 211 CMR 123.06(2), the allowance of
supplemental payments in appropriate circumstances as set forth
in 211 CMR 123.05(3)(b), and the clarification of the statute's
conflict of interest provisions set forth in 211 CMR
123.06(8). The Legislature could not have intended such an
application of the statute.

Direct payment plans, as contemplated by the statute, are
to be implemented at the option of the insurers. If the plans
are too stringently regulated, their appeal to insurers, and
thus their value to consumers, will be lost. The Division has
been granted authority to promulgate regulations which will
promote such plans in order to achieve savings in insurance
costs, the ultimate goal of the legislation. To the extent

that that goal may be realized through flexibility and the
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exercise of some discretion in regulating the plans, the
requlations, and the approval of the plans in accordance with
the regulations, must focus on that goal. Therefore, without a
convincing argument as to the need for such a strict reading of
the statute which, as a practical matter, would undermine the

spirit and intent of the law as a whole, MABA's recommendations

are not adopted.

5. PROCEDURAL OBJECTIONS

MABA objected to the hearing on procedﬁral grounds, arguing
that it was not given ten days' notice of the hearing on the
plan, and that the plan on which the hearing was held was not
timely filed with the Division.

An Industry Plan was originally submitted on November 15,
1988, at which time no regulations had yet been issued.
Conceivably, even in the absence of regulations, that initial
plan could have been the subject of the hearing since Sections
24 and 51 of Chapter 273 of the Acts of 1988 require only that
a hearing be held prior to approval of any such plan; the
statute is permissive as to the Commissioner's authority to
promulgate regulations. As a practical matter, however, the
Division made every effort to obtain the input of "persons
affected,” including MABA, in the review of the plans as they
were submitted and in the preparation of the regulations. When
the regulations were issued, on December 8, 1988, all persons

affected were provided a better idea of the conditions under
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which a plan would be approved. This afforded MABA adequate
notice in that it was able to submit a thorough and
comprehensive analysis of the plan on the day of the hearing.
MABA also questioned the need for emergency regulations and
an expedited hearing process. However, Chapter 273 was enﬁcted
with an emergency preamble, demonstrating the clear intent of
the Legislature that direct payment plans be in place for
policy year 1989. The promulgation and amendment of the
regulations on an emergency basis, as well as special
provisions within those regulations for plans expected to be
effective on January 1, 1989, are therefore necessary and

appropriate actions for the Division to have taken.

6. RECORDKEEPING REQUIREMENTS

As noted above, the AG participéted in the hearing as an
interested person. The AG supported the emergency regulations
and immediate approval of the plan in light of the legislative
mandate compelling prompt action. However, the AG also
recommended establishing clearly-defined, uniform recordkeeping
requirements and standards by which the plan could be
monitored. MABA agreed with the AG on this point. The MARB
countered that this was neither the time nor the forum for
development of such data requirements and that to demand that
additional data be kept as part of the regulation might
increase the costs of implementing the system and would surely

delay the proposed January 1, 1989 effective date. The AG
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211 CMR 93.00.

COST AND EXPENSE CONTAINMENT STANDARDS FOR
MOTOR VEHICLE INSURERS
Bection
$3.01. Authority
$3.02, Purpose and scope
$3.03. Definitions
$3.04. Filing requirements
$3.05. Determination of adequacy of programs
$3.06. Adjustment of premium charges
$3.07. Seversbility

§93.01. Authority.

These standards are promulgated in accordance with the authority
granted to the Commissioner by M.G.L. ¢. 175, s. 113B.

§93.02. Purpose and scope.

This regulation establishes cost and expense containment standards
pursuant to St. 1986, c. 622 for use in connection with the fixing and
establishing of motor vehicle insurance rates by the Commissioner.

§93.03. Definitions.

For the purposes of this regulation, the following shall have the
following meanings.

Bodyshop payments, payments made for or related to the repair and
replacement of damaged motor vehicles, including reimbursements to

automobile bodyshops for repair work done;

CAR, Commonwealth Automobile Reinsurers, created pursuant to
M.G.L. ¢. 175, 5. 113H or any successor organization;

Commissioner, the Commissioner of Insurance appointed under the
provisions of M.G.L. c. 25, s. 6, or his designee;

Division, the Division of Insurance within the Department of Bank-
ing and Insurance;

Fraudulent claims, claims submitted with the intent of receiving &
larger payment from the insurer than the amount, if any, to which

STATUTORY AUTHORITY: M.G.L c. 175, & 113B.
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MASSACHUSETTS ADMINISTRATIVE INSURANCE REGULATIONS

the claimant is entitled under the policy, including eclaims for
() non-existent losses; (i) amounts in excess of actual losses; or
(iif) incidents which the claimant has arranged in an effort to receive an

insurance payment; |
Glass claims payment, payments associated with any Comprehen-
sive or collision claims involving damsaged glass;

Insurer, any insurance company suthorized to write motor vehicle
insurance in the Commonwealth;

MARB, the Massachusetts Automobile Rating and Accident Preven-
tion Bureau of any successor licensed by the Division as & rating organ-
ization to act on behalf of insurers;

Motor vehicle insurance, motor vehicle policies or Bonds, both as -

defined in M.G.L. ¢. 90, ss 34A and 340 and M.G.L. ¢. 175, ss. 1184,
1138C and 113L;

Presiding Officer, means the Commissioner or any person or persons
designated by the Commissioner who shall preside over the hearing
and render the findings, order and decision;

Representative group of insurers, & group of insurers, representing

at least 50% of the market in premium volume and 25% in number of

insurers writing private passenger motor vehicle insurance in the
Commonwealth in the most recent calendar year, selected so that the
group is representative of the entire private passenger motor vehicle
insurance industry in the Commonwealth. The group shall at & mini-
mum be representative with respect to the following characteristics:

(a) the proportions of non-servicing carriers and of servicing carriers
in the group by premium volume shall be similar to the proportions of
non-servicing carriers and of servicing carriers, respectively, in the
industry as a whole;

(b) the proportions of agency companies and of direct writers in the
group by number of insurers shall be similar to the proportions of
agency companies and of direct writers, respectively, in the industry as
a whole; and

(c) the proportions of stock companies and of mutual companies in
the group by number of insurers shall be similar to the proportions of

stock companies and of mutual companies, respectively, in the industry
as a whole. The group shall also be selected so that it meets at a

minimum the following additional specific criteria:

53244
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211 CMR $93.00.

(a) It shall include companies of varying sizes, including at least one
insurer with less than 1% of the market by premium volume;

(b) It shall include companies with varying loss ratios, including at
least one insurer whose loss ratio for all automobile coverages com-
bined is among the lowest 10% and one whose loss ratio is among the
highest 10% of companies which write more than 2% of the market by
premium volume; and (c) It shall include at least one insurer which
writes motor vehicle insurance in the Commonwealth only, one inter-

- state insurer, one insurer whose policyholders reside primarily in towns

with high territorial relativities, and one primarily in towns with low
territorial relativities.

The selection of specific companies comprising the representative
group shall be changed from year to year so that substantially all
companies writing motor vehicle insurance in the Commonwealth will,
over any 6-year period, have been included in a representative group.

Servicing carrier, an insurer appointed pursuant to the Plan and
Rules of Operation of CAR to issue and service motor vehicle insurance

policies ceded to CAR;

Voluntary/ceded claims handling differential, differences in the
manner in which insureds process claims of voluntary insureds versus
claims of insureds under policies ceded to CAR as provided in M.G.L.

¢ 175, 5. 118H.

§93.04. Filing requirements.

(1) Time of MARB filing. Unless the Presiding Officer prescribes a
different filing schedule, the MARB shall file with the Division a Chap-
ter 622 filing which conforms.to the requirements of these standards at
the time that insurers make their advisory filing pursuant to 211 CMR

77.00.

(2) Scope of MARB filing. The MARB's Chapter 622 filing shall
address insurers’ cost and expense containment programs in the follow-
ing areas:

(a) bodyshop payments;
(b) voluntary/ceded claims handling differential;
(c) fraudulent claims;
(d) expenses; and
53245
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MASSACHUSETTS ADMINISTRATIVE INSURANCE REGULATIONS
(e) glass claims payments.

The Presiding Officer may, in his direction, limit the specific aress
which the MARB filing must address in any particular yeaf’s hearing.
In its filing, the MARB may present evidence of significant cost con-
tainment efforts in areas other than those designated in this section.

(3) Content of MARB filing. Unless otherwise ordered by the Presid-
ing Officer, the MARB filing shall comply with all applicable provisions
of 211 CMR 77.00. Except as limited by the Presiding Officer, for each
of the specific cost and expense containment program areas identified
in subsection (2) above, the MARB filing shall include a narrative
description of insurers’ cost containment programs, together with the
direct testimony, data and exhibits which the MARB would like consid-
ered in the hearing to fix and establish motor vehicle insurance rates.
With respect to the bodyshop payments issue, the fraudulent claims
issue, and the glass claims payment issue the MARB narrative shall
describe and document the activities of a representauve group of insur-
ers. The MARB shall identify the insurers comprising the representa-
tive group in the format set out in Attachment A.

In describing and documenting each cost and expense containment
program, the MARB filing must provide at a minimum the following:
the name and title of the person responsible for the program; the
number of employees and non-employees involved; the length of time
the program has been in effect; the form of the program (e.g., formal
program based on written plan, manual, or rules; or informal programs -
or procedures); the coverages and types of losses affected by the pro-
gram; and the methods for auditing, monitoring and evaluating the
program and its results.

The MARB filing must also document, for each cost and expense
containment program, the amounts expended on the program in the
‘most recently completed year and budgeted for the current year and
the succeeding year; and the savings realized in the most recently
completed year and anticipated in the current year and the succeeding

year, in dollar amount, percentage of loss payments, and in terms of the
impact on insurance rates. The MARB filing must demonstrate that

each cost or expense containment program results in genuine cost or
expense containment and not simply cost or expense transfer.

(4) MARB Filing on Bodyshop Payments Issue. In addressing the

632.46
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bodyshop payments issue, the MARB's filing shall address, at a mini-
mum, issues raised in the Decision on 1987 Rates, including the follow-

ing:

(a) Parts costs - efforts insurers make to pay less than the full retail
price for parts and to locate and, where appropriate, insist on the use of
aftermarket parts and used rebuilt parts;

(b) Labor rates - efforts to determine whether labor rates are reason-
able, to resist increases, or to lower rates;

(¢) Labor times - efforts to determine whether labor times are
reasonable and whether they reflect times actually spent on the repair;

(d) Bodyshop recommendations - to the extent permitted under the
Auto Damage Appraisers Licensing Board regulations, as interpreted
by the Massachusetts courts, efforts to suggest or recommend that
insureds use specific bodyshops, and that insureds do not use
bodyshops whose methods or equipment are inefficient or outdated or

whose charges are excessive;

(e) Fraud - efforts to control fraud in the payment of bodyshops’ or
insureds’ claims for repairs, towing or storage, or insureds’ claims for
reimbursement for total losses.

(f) Total. losses - efforts to ensure that insurers are not declaring a
car a total loss which prudent claims evaluation would have shown
could have been repaired at less cost;

(g) Storage - efforts to ensure that storage times and charges are
reasonable, or to reduce times or charges; '

(h) Towing - efforts to ensure that towing charges are reasonable or
to reduce charges; and
(i) General - efforts to ensure that bodyshops are not reimbursed for

unauthorized repairs or charges, and efforts to provide formal training
and continuing education for appraisers.

(6) MARB Filing on Voluntary/ceded Claims Handling Differential
Issue. In addressing the voluntary/ceded claims handling differential
issue, the MARB filing must demonstrate that ceded elaims are

processed with the same degree of diligence as are voluntary claims.
The MARB filing must also specifically provide the following informa-
tion:

(a) the identity of each servicing carrier whose internal systems or

653247
Added, 1987.2 © 1987, NILS Publishing Company
e



MASSACHUSETTS ADMINISTRATIVE INSURANCE REGULATIONS

procedures enable persons handling claims to differentiate between
ceded claims and voluntary claims;

() the identity of each servicing carrier which has different pro-
grams, procedures or personne! for handling ceded elaims and volun-
tary claims, with complete documentation for each such

carrier describing the different programs, procedures and personnel
responsibilities; and

(c) a comparison of claims which differ only in thelr status a8 ceded or
voluntary claims,

For the purpose of this comparison, the MARB must evaluate a set of
ceded claims and a set of voluntary claims, on the basis of eriteria
enumerated in the'CAR “Tyler” audit, discussed in the Decision on
1987 Rates, including but not limited to, investigation and documenta-
tion in the following areas:

1. theft losses;

2. Personal Injury Protection and bodily injury claims;
3. salvage recoveries;

4. attempts to locate and use aftermarket parts;

b. storage charges;
6. appropriateness of labor charges; and

7. total losses.

The set of ceded claims must be randomly selected from the entire
popu]atxon of private passenger ceded claims made ag'amst all servicing
carriers for the selected policy year. The sample size must be suffi-
ciently large to be representative of the entire popu]ahon of ceded
claims.

The set of voluntary claims must be randomly selected from the
entire populat:on of private passenger voluntary claims made sgainst
all gervicing carriers for the same pohcy year from which the ceded
claims were selected. The sample size must be sufficiently large to be
representative of the entire population of voluntary elaims paid by the
servicing carriers.

The selection techniques and sample sizes rust be determined ac-
cording to generally accepted statistical procedures, so that each set of
claims is a statistically valid subset of the entire population from which
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211 CMR 93.00.

each set was selected. The MARB filing shall explain in detail the
specific methods by which each set of claims was selected.

(6) MARB filing on Fraudulent Claims Issue. In addressing the
fraudulent claims issue, the MARB filing must address efforts insurers
make to identify all fraudulent claims, including but not limited to:

(8) claims for non-existent incidents, damage or injury;
(b) claims for substituted or non-existent vehicles;

(¢) claims for exaggerated damage or injury, such as inflated doctor’s
bills, repair shop bills, or wage statements;

(d) duplicate claims for the same incident, damage or injury; and

(e) claims for incidents which the claimant has arranged, such as
theft, arson, or vandalism, in an effort to receive an insurance payment.

The MARB filing must also identify all efforts insurers make to
implement internal and external programs and procedures to discour-
age or prevent the filing, processing and payment of fraudulent claims,
including the efforts of each servicing carrier in the representative
group to implement the anti-fraud program mandated by Section 118H
of Chapter 175 of the General Laws, and the requirements of Chapter
44 of the Acts of 1987.

(7) MARB Filing on the Expenses Issue. In addressing the expenses
issue, the MARB filing shall focus upon costs relating to allocated and
unallocated claim adjustment expenses, general expenses, other acqui-
sition expenses, and expense reimbursements to agents and brokers.
With respect to these areas, the MARB filing shall address insurers’
efforts to contain costs through the productive use of personnel, the use
of computers and other methods of automation, and efforts to avoid

. duplication of the work of agents and payment of excessive salaries and
other compensation.

(8) MARB Filing on the Glass Claims Payments Issue. In addressing
the issue of glass claims payments, the MARB's filing shall document
insurers efforts to reduce fraud connected with this coverage and to
policy excessive pricing of parts and services. Specifically, the filing
shall address:

(a) Fraud - efforts to control fraud in the payment of glass claims
for work not done or damage intentionally caused by the insureds, in
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order to, among other things, obtain promotional give-aways such as
free tanks of gas;

(b) Replacement glass costs — efforts insurers make to récetve the
maximum discount on replacement glass; :

(c) Labor times — efforts to determine whether labor times are
excessive and whether they accurately reflect time spent on the repairs;
and '

(d) Promotional give-aways — efforts insurers make to halt the prac-
tice of promotional give-aways such s free tanks of gas with wind-
shield replacements covered by comprehensive insurance,

(9) Other Filings. Any other party to the hearing on motor vehicle
insurance rates, including any statutory intervenor or the State Rating
Bureau of the Division of Insurance, may file 2 response to the MARB
filing submitted under this section, and may file any other information,
documentation, written testimony, or hearing exhibits which are rele-
vant or may assist the Commissioner in evaluating the adequacy of
insurers’ cost and expense containment programs. Unless the Presiding
Officer directs otherwise, all submissions by other parties must be filed
at the same time the other parties submit their filings pursuant to 211
CMR 77.00, and must comply with all relevant sections of 211 CMR

77.00.

§93.05. Determination of adequacy of programs.

(1) The Commissioner shall evaluate the sdequacy of insurers’ cost
and expense containment programs based upon the MARB filing, any
other Chapter 622 filings made and the evidence introduced at the
hearing to fix and establish motor vehicle insurance rates.

(2) The MARB must demonstrate that insurers are making reason-
able efforts to contain costs and expenses. The Commissioner shall
evaluate insurers’ programs in light of sound management practices,
due diligence and the legal obligations of insurers to pay claims. In
determining whether insurers’ cost and expense containment efforts
are adequate and reasonable, the Commissioner may consider alterns-

tive programs which exist elsewhere, or which he finds could ressons-
bly be implemented.

(8) The MARB will not be required to show that every insurance
company has the same cost and expense containment programs. It will

-~ 532560
Added, 1987-2 © 1887, NILS Publishing Complnlxz



211 CMR 93.00.

be sufficient to show that the practices and programs of a representa-
tive group of insurers, as defined above, meet applicable standards.

$93.06. Adjustment of premium charges.

(1) In the event that the MARB fails to make the filing required by
211 CMR 93.04, that its filing is deficient, or that the Commissioner

determines that insurers’ cost and expense containment programs are
inadequate, he may refuse to allow any increase in premium charges for
affected coverages which insurers recommend in their filing pursuant

to 211 CMR 77.00.
(2) The Commissioner may make such other adjustments in premium
charges to reflect the adequacy or inadequacy of insurers cost and

expense containment programs based on the evidence introduced dur-
ing the hearing to fix and establish motor vehicle insurance rates as he

determines to be appropriate.

§93.07. Severability.

If any section or portion of a section of this regulation is held invalid
by a court either on its face or as applied, the remaining portions and
sections of this regulation shall not be affected thereby.
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212 CMR 2.000 THE APPRAISAL AND REPAIR OF DAMAGED MOTOR VEHICLES

Section

2.01: Scope ot Regulations »

2.02: Licensing Requirements and Standards for Appraisers

2.03: Duties of Insurers and Repairers

2.04: Procedures for the Conduct of Appraisers and [ntensified Appraisals
2.05: Penalties

2.06: Severabiiity
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(1) Pumase and snniicahiiiry . The purpose of 212 CMR 2.00 is to promote the public welfare
and safetv by imeroving the quality and economy of the appraisal and repair of damaged motor
venicles. Any licensed appraiser, individual or corporate entity who employs licensed appraisers
shall be bound by 212 CMR 2.00.

212 CMR 2.00 is intended to be read in conjunction with 211 CMR 133.00, Standards for
the Repair of Damaged Motor Vehicles.

(3) Aurthorre 212 CMR 2.00 is promuigated under the authority granted to the Auto Damage
Appraiser Licensing Board by M.G.L. c. 26, § 8G. as added by St. 1981, ¢. 775, § L.

(3) The Board may irom time to time issue Advisory Rulings and shall do so in compliance
withM.G.L. c. 50A. § 8.

(4) I Z:: nir;r\nc

Aporaical - a wrizen motor vehicie damage report as defined in M.G.L. ¢. 26. § 3G and in
compiiance with the provisions cf M.G.L. ¢. 93A, ¢. 100A. ¢. 90. § 34R. and c. 26, $G.

Apnraiser - means anv person licansed by the Auto Damage Appraiser Licensing Board to
evaiuate motor vehicie damage and determine the cost of parts and labor required to repair the
motor vehicle damage.

Claimant - means any person making a claim for damage to a motor vehicie for either first or
third party damages.

Indenendent anpraicer - means any appraiser other than a staff appraiser who makes appraisals
under an assignment by an insurer or repair shop and shall include the owner or empioyee ofa
repair shop who makes appraisals under a contract with an insurer.

Intensified appraisal - means the combination of the appraisal of 2 motor vehicle before its repair
and the reinspeczion of the vehicle subsequent to its repair.

Staff appraiser - means an appraiser who is an employee of an insurer and whose job duties
include the making of appraisals for his or her employer.

Supervisory apnraisal - means an appraisal conducted by an insurance company or appraisal
company supervisor solely for the purpose of evaluating the appraisal ability of one of his or her
appraiser employees or for the purpose of providing on-the-job training of an appraiser
employee. '

(1) Requirement That License Be Obtained and Displaved. No person in Massachusetts shall
appraise or estimate damages to motor vehicles or otherwise present himself or herself as an
appraiser unless he or she has first obtained a license from the Auto Damage Appraiser
Licensing Board. This license shall be valid for one year or less and shall be renewed annually
on July Ist. Any appraiser, while making an appraisal, shall carry his or her license and shall,
upon request, display it to any person involved in the claim or to any representative of the Board.

212CMR - §
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Any applicant tor a ficense shall be 1S vears of age or over
and of good moral character. He or she shall turnish satistactory proof to the Board that he or
she possesses the educational qualifications required tor graduation from high school or that he
or she possesses relevant work expenence deemed satisfactory by the Board. No applicant shall
be considered cotaetent unless the applicant has assisted in the preparation of appraisals for at
least three months under the close supervision of a licensed appraiser. He or she shall complete
an approved apprasal course or at the Board's discretion work experience mav be substituted
for said schooiing.

{3) Arplication aod Sxominarion Bew fara Ticense.  Any applicant for a license shall complete
an appiication tc be prescribed by the Board and shail sign it under the penalties of perjury. He
or she shall sutmut thus application and non-retundable fee of S100 to the Board. After an
application is received and approved. the appiicant shall be required to pass an examination
given under the supervision of the Board. All successtul applicants wiil be issued a numbered
license. Any arpilcant filing to pass an examination, upon the pavment of a further non-
refuncaple fez of $50.00. shall be entitled to a reexamination atter the expiration of six months
from the date of the last exarmnination. Anv applicant failing to pass an examination shail be

allowed to review his or her examination.

(4) Ranewni~77icecse The Board shall mail to each licensed appraiser an application for
renewal. Such apriication shail be completed and retumned to the Board. Each appiication shall
be accompanied tv z renewal fee of $50.00. Aster verification of the facts stated on the renewal
application, the Board shall issue a renewai license dated July first, and this license shall expire
on the June thirtieth of the vear following. Any licensed appraiser who fails to renew his or her
license within 0 cays aiter notiScation by the Board of his or her license expiration date, before
again engaging in the practice of a licensed appraiser within the Commonwealih. shall be
required to re-register, pay a penalty fee determined by the Board and any back license fess. or
may be requirec ov the Board to be reexamined and pay appiicable fees.

(5) Procegdure - Sueo Damace Annraisais.

(a) All forms used for auto damage appraisals must be approved by the Board.

(b) All Zorms used are required to have an itemization of parts. labor and services neccssary
for repairs :hereof. The prepared appraisal shall be sworn to under the penalties of pejury
and shall inciude the appraiser's name, signature, license number, seal or siamp, emplover,
insurance comgany, repair shop registration number if applicable, fee charged. the date the
vehicle was appraised and the name of the manual used (if any) in preparing the appraisal.
The appraisai seai or stamp shall be of a design approved by the Board. All appraisals sent
eiectronically need not inciude the appraiser’s signature and his or her seal or stamp.

(6) Schedule a7 An~nrajcal Fees,

(a) The Board may consider the appraisal fees charged within the territories where said
appraiser operates. Any appraiser shall establish his or her own fee schedule uniess limited
by the Board. Any appraiser must post his or her appraisal fee schedule in a conspicuous
location at his or her work place. The Board may establish a maximum schedule of fees by
territory, type of business or complexity of work. Fees charged in excess of maximums
approved by the Board shall result in penalties as established by the Board.

(b) Fees paid by a claimant for an appraisal that was requested by the insurer are
recoverable from the insurer. Fees for auto damage appraisals not requested by the insurer
in first party claims are not recoverable from the insurer.

(7) Confict of Intersct. Tt shall be a conflict of interest for any appraiser who has been
assigned to appraise a damaged motor vehicle to accept, in connection with that appraisal,
anything of value from any source other than the assignor of that appraisal.

Further, it shall be a conflict of interest for any appraiser employed by a repair shop to accept
the assignment of an appraisal from an insurer unless that appraiser's employment contract
prohibits the repair shop from repairing damaged motor vehicles that have been so appraised.
In addition, it shall be a conflict of interest for any appraiser who owns or has an interest in a
repair shop to have a vehicle rcpaxrcd at that shop if that apprzuscr has appraised that vehicle at
the request of an insurer.

212CMR -6
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[t shall be a contlict of interest if any licensed appraiser operates a Dnve-in Appraisal
Service for an insurer at a repair shop.

(3) Raovecating et Suspecsion of 3 License, The Board may revoke or suspend anv appraiser’s
license at anv time for 2 period not exceeding one vear if the Board finds, atter a heanng, that
the individual is vither not competent or not trustworthy or has committed fraud, deceit, gross
neglizence. misconduct, or conilict of interest in the preparation of any motor vehicle damage
report. The foilowing acts or practices by any appraiser are among those that may be considered
as grounds for revocauon or suspension of an appraiser’s license:

(3) matenal misrepresentations knowingly or negligently made in an application for a

license or tor its renewal;

(b) matenal nusrepresentations knowingly or negligently made to an owner of a damaged

motor vehicle or to a repair shop regarding the terms or effect of any, contract of insurance;

{c) the arrangement of unfair and or unreasonable settlements offered to claimants under

collision, limited collision, comprehensive, or property damage liabiiity coverages:

{(d) the causation or facilitation of the overpayment by an insurer of a claim made under

collision, limited collision. comprehensive, or property damage liability coverage as a result

of an inaccurate apprasal;

(e} the refusai by any appraiser who owns or is employed by a regair shop to allow an

appraiser assigned by an insurer access to that repair shop for the purpose of making an

appraisal, supenvisory reinspection. or intensified appraisal.

(f) the commission of any criminal act related to appraisals, or any felonious act, which

results in final conviction;

(2) knowingly preparing an appraisal that itemizes damage to a motor vehicle that does not

exist: and

(h) faiiure to comply with 212 CMR 2.00.

(9) _Drve-in Claim and Annraical Faciliies  Drive-in claim and appraisal faciiities shail
possess the following equipment:

(a) Operaring telepnone service.

(b) A calculator.

{c) Current coliision, paint and body cost estimating guide manuals or an automated svstem.

(d) An operating flash light.

(e) A tape measure of at least 30 feet.

(f) An operating camera and film.

(g) A fax machine or other device capable of transmitting data.

1es surers and Ranairer

(1) _Responsibjiities for Acrions of Apnraisers. An insurer or repair shop shall be responsible
for the actions of all of its appraisers whether staff or independent, and shall be subject to the
applicable penalties under law for any violation of 212 CMR 2.00 by its appraiser.

The Board may assess penalties against either the appraiser, the insurer, the repair shop or
all three. In the event of default by the appraiser, the insurer or the repair shop may be
responsible for penalties.

2) Records and Analvsis of Appraisals. Every insurer or repair shop appraiser shall retafn for
a: least two years, copies of all records related to appraisals and inspection. Every insurer shall
retain copies of all records including photographs in accordance with state law.

< for C 1sals

(1) Conduct of Appraisals,
(a) Assignment of an Appraiser. Upon receipt by an insurer or its agent of an oral or
written claim for damage resulting from a motor vehicle accident, theft, or other incident for
which an insurer may be liable, the insurer shall assign either a staff or an independent
appraiser to appraise the damage. Assignment of an appraiser shall be made within two
working days of the receipt of such claim. However, the insurer may exclude any claim for
which thc amount of loss, less any applicable deductible, is less than $500.00.

212CMR -7
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(b Repair Shop Neprarzal, All repair shops shall maintain one or more licensed appraisers
in thar employment tor the purpose of prepanng motor vehicle damage appraisals. No statf
or independent appraiser shall knowinuly negotiate a repair figure with an uniicensed
individual or an unreuistered repair shop

(c) Contaciwath Clarmapt and Selection of Repaic Shop, No stat? or independent appraiser,
insurer, representative ot insurer, or emplover of an independent appraiser shall refer the
claimant (0 or away {rom any specitic repair shop or require that repairs be made by a
specific repair siop or individual. The provisions of 212 CMR 2.04(c) shall not apply 10 any
approved direct pavment plan pursuant to 211 CMR 123.00.

(d) Reguizoment ¥ Deceanal Insnaction and Photographs, The appraiser shall personally
inspect the damaged motor vehicle and shail rely pnmanly on that personal inspection in
making the appraisal. As part of the inspecuon, the appraiser shall also photograph each of
the damaged areas.

{¢) Determizaring nF Damana and Cost o Reonjrs. The appraiser shall specisy all damage
attributable :o the accident, thedt. or other incident in question and shall aiso speciry any
unreiated céamages. If the appraiser determines that prelimunary work or repairs would
significantly imgrove the accuracy of the appraisal. he or she shall authorize the preiiminary
work or repair with the approval of the claimant and shall compiete the appraisal arter that
work has besn done. The appraisers representing the insurance company and the registered
repair shop selecied by the insured to do the repair shall attempt to agree on the estimated
cos: for such repairs. The registered repair shop must prepare an appraisal for the purpose
of negotiaticr. No appraiser shall modify any putlished manual (i.e., Moters, Mitchell or any
automated arpraisal sysiem) without prior negotiation berween the parties. Manufacturer
warranty regair procecures, [-Car. Tec Cor and paint manuiacturer procedures may also
apply. Furtier. no appraiser shall use more than one manual or system for the sole purpose
of gaining ar advantage in the negotiation process.

If whiie in the performancs of his cr her duties as a licensed auto damage appraiser, an
appraiser recognizes that a damaged repairabie vehicle has incurred damage that would
impair the operational safery of the vehicle. the appraiser shall immediately nctiry the owner
of said vehiciz that the vehicle may be unsafe to dnve.

The licensed aute damage appraiser shail also comply with the requirements of M.G.L.
c. 26. § 8G the paragraph that pertains 0 the removal of a vehicle's sarery inspection sticker
in certain siceazions.

The appraiser shail determine which parts are to be used in the repair process in
accordance with 211 CMR 133.00. The appraiser shall itemize the cest of 2il pars, labor,
martesials. ang necessary procedures required to restore the vehicle to pre-accident condition
and shall totai such items. The rental cost of frame/unibody fixtures necessary to effectively
repair a damaged vehicle shall be shown on the appraisal and shall not be considered
overhead ces:s of the repair shop. With respect to refinishing materials, if the formula of
dollars times hours does not adeguately reflect the cost of a particular repair a published
manual or other form of documentation shall be used. All appraisals written under 212'CMR
2.00 shall inciude the cost of replacing broken or damaged glass within the appraisal. When
there is glass breakage that is the result of damage to the structural housing of the glass then
the cost of repiacing the glass must be included in the appraisal in accordance with 212 CMR
2.0+, The toal cost of repairing the damage shall be computed by adding any applicable
sales tax payable on the cost of replacement parts and other matenials. The appraiser shail
record the cost of repairing any unrelated damage on a separate report or clearly segregated
on the appraisal unless the unrelated damage is in the area of repair.

If aftermarket parts are specified in any appraisal the appraiser shall also comply with
the requirements of M.G.L. ¢. 90, § 34R that pertain to the notice that must be given to the
owner of a damaged motor vehicle.

The appraiser shall mail, fax or electronically transmit the completed appraisal within
five working days of the assignment, or at the discretion of the repair shop, shall leave a
signed copy of field notes, with the completed appraisal to be mailed or faxed within five
working days of the assignment. The repair shop may also require a completed appraisal at
the time the vehicle is viewed. If the repair shop requires a completed appraisal, then the
repair shop shall make available desk space, phone facilities, calculator and necessary
manuals. A reasonable extension of time is permissibie when intervening circumstances such
as the need for preliminary repairs, severe illness, failure of the parties other than the insurer
to communicate or cooperate, or extreme weather conditions make timely inspection of the
vehicle and completion of the appraisal impossible.

212CMR - 8
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() Deterrmation of Total Loss Whenever the appraised cost of repair plus the estimated
salvave may be reasonably expected o exceed the actual cash value of a vehicle, the insurer
may deem that vehicle a total loss. No motor vehicle may be deemed a total loss unless it has
been inspected or appraised by a licensed appraiser nor shall any such motor vehicle be
moved to a holding area without the consent of the owner. A total loss shall not be
determined by the use of any percentage tormula.

(¢) Procaration and Disgpharion o Sppraspl Foem, All appraisers shall set forth the
intormation compiled during the appraisal on 4 torm that has been dled with the Board. Statf
and independent appraisers shall. upon completion of the appraisal. give copies of the
completcd appraisal form to the claimant, the insurer, and the repair shop and shail give
related photograpns to the insurer.

(h) Supniemental Appesjeals. If a registered repair shop or claimant, ater commencing
repairs, discovers additional damaged parts or damage that could not have been reasonably
anticipated at the time of the appraisal. either may request a supplementary appraisal. The
registered repair shop shall compiete a supplemental appraisal prior to making the request.
The insurer shall assign an appraiser who shail personally inspect the damaged vehicle
within three working days of the receipt of such request. The appraiser shall have the option
to leave a completed copy of the supplemental appraisal at the registered repair shop
authorized by the insured or leave a signed copy of his or her field notes with the completed
supplement to be mailed. faxed, electronically transmitted or hand delivered 0 the registered
repair shop within one working day. The appraiser shall also give a copy of the completed
supplement to the insurance company in a similar manner. A reasonable extensicn of time
is permissible when intervening circumstances such as the need for preliminary repairs.
severe iilness. ‘ailure of the parties other than the insurer to communicate or cooperate. or
excreme weather conditions make timely inspections of the vehicle and completion of the
supplemental appraisal impossible.

() Comnietad Work Claim Forn If the insurance company does not have a direc: payment
plan or if the owner of the vehicle chooses not to accept payment under a direc: pavment
plan then a regresentative of the insurer shall provide the insured with a completed work
claim form and instructions for its completion and submission to the insurer.

(2) Temnorarv Licensing The Board may grant at its discretion either an emergsacy or a
temporary license to any qualified individuai to aileviate a catastrophic or emergency situation
for up to 90 days. The Board may limit the extent of such emergency authorizaticn and in any
event, if the situation exceeds 30 days. a fee determined by the Board shall be charged for all
emergency or iemporary licenses.

(1) Violations of M.G.L. c. 26. § 8G. and 212 CMR 2.00 may result in penalties including
administrative costs, revocation or suspension of license or doth. All administrative costs are
subject to the discretion of the Board. The administrative costs may be assessed against the
appraiser, the appraiser's employer, the insurer, or the repair shop. -

An alleged violation of 212 CMR 2.00 by a licensed appraiser at the direction of an insurer
may be reported to the Division of Insurance which may impose applicable penalties against
such an insurer.

If any provision of 212 CMR 2.00 or its application to any person or circumstances is held
invalid. such invalidity shall not affect the validity of other provisions or applications of 212
CMR 2.00

REGULATORY AUTHORITY

2/23/96

212CMR 2.00: M.G.L. c. 26, § 8G.
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2L CMR. DIVISION OF INSURANCE

211 CMR 1535.00. STANDARDS FOR THE REPAIR OF DAMAGED MOTOR VEHICLES

Section
133.01: Purpose and Applicability
133.02:  Authority
153.03: Definitions
133.04: Determination of Damage and Cost of Repair
133.05: Determination of Values
135.06: Option for Contract Repair
133.07: Intensified Appraisals
133.03: Pecnaities
133.09: Severability
133.01: Pumoce and Aonlicapility
The purpose of 211 CMR 133.00 is to promote the pubiic welfare and safery by eswablishing
fair and uniform standards for the repair of damaged motor vehicles. 211 CMR 133.00 is
promulgated to be read in conjunction with 212 CMR 2.00, The Appraisal and Repair of
Damaged Motor Venicies. as promulgated by the Auto Damage Appraiser Licensing Board. 211
CMR 153.00 shall apply to all motor vehicles insured in the Commonwealth and only when an
insurer pays for the cost of repairs.
153 02; Autkorv
211 CMR 133.00 is promulgated pursuant to the authority granted to the Commissioner of
Insurance by M.G.L. c. 175, §§ 3A, 4 and 113B, c. 90. § 340. and c. 176D, § 11.
33 03 Dernirigne
Apnraisal - a written motor vehicle damage report as defined in M.G.L. c. 26, § 8G and in
compiiance with the provisions of M.G.L. ¢c. 93A, ¢. 100A. c. 90, § 34R, c. 26, § $G and 212
CMR 2.00.
Appraiser - means any person licensed by the Auto Damage Appraiser Licensing Board to
evaluate motor vehicle damage and determine the cost of parts and labor required to repair the
motor vehicle damage.
Clairant - means any person making a claim for damage to a2 motor vehicle for either first or
third party damages.
Inrensified appraisal - means the combination of the appraisal of a motor vehicle before its repair
and the reinspection of the vehicle subsequent to its repair.
33 04- tarminary a0m
(1) Appraisers shall specify that damaged parts be repaired rather than replaced unless: the part
is damaged beyond repair, or the cost of repair exceeds the cost of replacement with a part of
like kind and quality, or the operational safety of the vehicle might otherwise be impaired.
When it is determined that a part must be replaced, a rebuilt, aftermarket or used part of like kind
and quality, at the lowest possible price, shall be used in the appraisal unless:
(2) the operational safety of the vehicle might otherwise be impaired;
(b) reasonable and diligent efforts to locate the appropriate rebuilt, aftermarket or used part
have been unsuccessful;
(c) anew part of like kind and quality is available at the same or lower cost; or
(d) the vehicle has been used no more than 15,000 miles unless the pre-accident condition
warrants otherwise.
A partis of like kind and quality when itis of equal or better condition than the preaccident
part. :
2/23/96 211 CMR - 859
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continued

(2) When an insurance company specifics the use of used, rebuilt, or aftermarket parts, the
source and specific pant(s) must be indicated on the appraisal. [f the repairer uses the source and
specified partys) indicated on the appraisal and these parts are later determined by both.parties
to be unfit for use in the repair, the insurance company shall be responsible for the costs of
restoning the parts to usabie condition. If both parties agree that a specificd part is untit and must
be replaced. the insurer shall be responsible for replacement costs such as freight and handling
uniess the repair shop is responsibie for the parts) being-uniit, or unless the insurer and repairer
otherwise agree. As to such costs. nothing in 211 CMR 133.00 shall preciude an insurer from
exercising any available rights of recovery against the supplier.

Determination af Valyes

~n

2/23/96

(1) Acnal Cash \alue: Whenever the appraised cost of repair plus the probable salvage value
may be reasonably expected to exceed the actual cash value of the vehicle, the insurer shall
determine the vehicle's actual cash value. This determination shall be based on a consideration
of all the following factors:
(a) the retail book value for a motor vehicle of like kind and quality, but for the damage
incurred;
(b) the price paid for the vehicle plus the value of prior improvements to the motor vehicle
at the time of the accident, less appropriate depreciation;
(c) the decrease in value of the motor vehicle resulting Fom prior unreiated damage which
is detected by the appraiser; and
(d) the actual cost of purchase of an avaiiable motor vehicie of like kind and qualiry but for
the damage sustained.

(2) Szlvage Value Whenever the appraised cost of repair pius the probable salvage may be
reasonably expected to exceed the actual cash value, a staff or independent appraiser licsnsed
pursuant 10 212 CMR 2.00 shal] complete a total loss report on a form that has been fiied with
the Division of Insurance. If the claimant retains title to the vehicle, the appraiser shall obtain
bids from two geographically convenient licensed saivage companies. The average of the two
bids shall be used as the salvage value. The appraiser shail provide to the claimant the names
and addresses of the potential salvags buyvers. the amount of each salvage estimate used by the
appraiser in computing the salvage value, and the expiration dates of offers, if any, made by
potential salvage buvers.

-

1 With respect to a claim presented under either Limited Collision, Collision or
Comprehensive Coverage, if the insurer deems a motor vehicle a total loss, the claimant may,
with the consent of the insurer, enter into an agreement to have the vehicie repaired by any
registered repair shop for the contracted cost of repair ift
(a) the insurer allows the claimant to retain possession and ownership of the vehicle; and
(b) the claimant obrains a salvage title for szid vehicle in compliance with M.G.L. ¢. 90D.

(3) Under such an agreement, the insurer shall not be required under any circumstance to pay
more than the actual cash value less the actual salvage valae as determined under 211 CMR
133.05. There shall be no supplements paid by the insurer under this agreement. The claimant
or the repair shop and not the insurer shall be responsible for any charges that may exceed the
agreed contract price. The insurer shall make no payments to the registered repair shop until it
receives a completed work claim form and the vehicle has been reinspected by the insurer.

(3) Nothing in 211 CMR 133.06 shall be construed to conflict with, or alter, the duties and

rights of an insurer under M.G.L. ¢. 175, § 113S. Nothing in 211 CMR. 133.06 shall restrict the
right of an insurer to take title to a vehicle that the insurer has deemed a total loss.

211 CMR - 860
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13397 Intensified Appraisals

An insurer shall have licensed appraisers conduct intensified appraisals of at least 25% of
all damaged motor vehicles for which the appraised cost of repair is less than $4,000.00 and at
least 75% of all damaged vehicles for which the appraised cost of repair is more than $3,000.00
for Collision, Limited Collision and Comprehensive claims.

The appraser shall determine whether the repairs were made in accordance with the initial
appraisal and any supplements. The information compiled during the intensified appraisal shall
be set forth on a torm acceptable o0 the Auto Damage Appraiser Licensing Board and the
Division of Insurance. A copyv of an intensified appraisal shall be given to the insurer, and, upon
request. to the person making the repairs or the claimant.

I35 08 Penaities

A violation of any provision of 211 CMR 133.00 shall be considered to be an unfair or
deceptive act or practice, in violation of M.G.L. c. 176D.

An alleged violation of 211 CMR 133.00 by a licensed auto damage appraiser may be
reported to and penalized by the Auto Damage Appraisers Licensing Board in accordance with
its goverrung starute and 212 CMR.

Nothing herein shall be deemed to preclude the claimant or policyholder, the Commissioner,
the Attorney General or the Director of the Division of Standards from pursuing any other
remedy or penalty provided by law including any remedy provided under M.G.L. c. 93A or
M.GL.c. 100A.

An insurer or regair shop shall be responsible for the actions of all of its appraisers whether
staff or independen:. and shall be subject to the applicable penalties under law for any vioiation
of 211 CMR 133.00 or 212 CMR 2.00.

133 09:- Severahijity

If any provision contained herein is found to be unconstitutional or invalid by a Court of
competent jurisdiction, the validity of the remaining provisions will not be so affected.

REGULATORY AUTHORITY

21T CMR 1533.000 M.G.L.c. 90, § 340;¢. 175, §§ 34, 4and [15B;c. 176D, § 11
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211 CMR: DIVISION OF INSURANCE

211 CMR 94.00: MANDATORY PRE-INSURANCE INSPECTION OF PRIVATE
PASSENGER MOTOR VEHICLES.

SECTION:

94.01: Authority

94.02: Scope and Purpose

94.03: Delinitions -
94.04: Mandatory Inspection Requirements

94.05: Exemptions to Inspection Requirement

94.06: Waivers of Inspections

94.07: Deferral of Inspections

94.08: Standards and Procedures for Inspections
£4.09: Standards for Suspension of Insurance Coverage
94.10: Inspection Services

94.11: Conflicts of Interest

84.12;: Enforcement

94.13: Records and Audits

94.14: Effective Date

94.15: Seversability

94.16: Forms

04.01: Authority

211 CMR 94.00 is issued pursuant to the suthority granted the Commissioner
of Insurance by M.G.L. ¢. 175, 8. 113S.

§4.02: Scope and Purpose

The purpose of the regulation is to establish standards and procedures for the
inspections of certain used cars prior to the issuance by insurers of physical
damage insurance coversges. This regulation spplies to all private passenger
motor vehicles insured in the Commonwealth uniess specifically exempted or
waived under 211 CMR 94.00.

§4.03: Definitions

As used in this regulation, the following words will have the meanings
indicated:

Applicant means the named insured, as defined in the Standard Massachusetts
Moltor Vehicle Insurance Policy or an applicant for a motor vehicle liability
policy or bond.

Authorized representative means any person or legal entity, other than the
spplicant, nulpﬁoﬁzed by an insurer to conduct pre-insurance inspections
pursuant to this regulation and may include an employee of the insurer, or &
producer or inspection service.

Book of business means all motor vehicle insurance written by one producer with
one insurer.

Certilicate of Mailing means a notice by regular mail with a certificate of
mailing endorsed by ﬂ{e United States Postal Service.

Commissioner means the Commissioner of Insurance appointed under the
provisions of M.G.L. ¢. 26, &. 6, or his or her designee. :

Division means the Division of Insurance within the Department of Banking and
urance. :

Existing Customer means an spplicant for a motor vehicle lisbility policy or
Bond who has been insured for three (3) years or longer, without interruption,

under a motor vehicle lisbility policy or policies which include(s) physical
damage coverage, issued by the insurer to which the application is submitted.
An existing customer shall include any applican! involuntarily transferred to
another insurer due to the applicant’s original insurer's withdrawal from the
Commonwealth, if the spplicant otherwise qualifies under this regulation.
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94.03: continued

Inspection_service means any person or legal entity, other than the applicant,
designed and operated to perform inspections required by this regulation and

which is approved by the insurer. In delemmining whether to approve an
inspection service an insurer may take into consideration the service's
prolessionalism, efficiency and cost effectiveness.

Insurer means any insurance company authorized to write motor vehicle
insurance in the Commonwealth, -

Motor vehicle liabilit licy or bond means an insurance policy or bond as
efined in M.G.L. c. 90, ss. 34A, 340, and M.G.L. c. 175.

Nonowned motor vehicle means s private passenger motor vehicle in the
possession of the applican! or being operated by the applicant which Is neither
owned by nor fumished for the regular use of either the applicant or any
relative (as defined in the policy) other than a temporary substitute motor

wehicle, as defined below,

Physical damsge coverage means the optional coverages in 8 motor vehicle
lisbility policy or bond for collision or limited collision and/or fire and theft or
so-called comprehensive coversges as defined in M.G.L. ¢. 90, s. 34(0) and
M.C.L. c. 175, 5. 1130.

Private passenger motor vehicle means any owned or leased four-wheeled motor
vehicles including, but not Limited to, sedans, coupes, hatchbacks, station
wagons, jeep-type vehicles, pick-up trucks, panel trucks. delivery sedans and
vans, except vehicles which have a gross weight in excess of 8,000 pounds.

Producer means an sgent or broker licensed pursuant to M.C.L. c. 175, ss. 163 or
165, to write property and casualty insurance in the Commonwealth, including a
representative producer as defined by the rules for the Commonwealth
Automobile Reinsurers established pursuant to M.G.L. ¢. 175, 5. 113H.

Temporsry substitute motor vehicle means any private passenger motor vehicle
not owned by the applicant, which is used by the spplicant, with the permission
of the owner, as a temporary substitute due to breakdown, repair, servicing, loss
or destruction of the applicant's own motor vehicle.

94.04: Mandatory Inspection Requirements

{1) No motor vehicle liability policy or endorsement insuring & private
passenger motor veiicle for physical damage coversge., snall be issuvd or
renewed in the Commonwealth unless the insurer has inspected the motor
vehicle in accordance with this regulation.

(2) Physical damage coverage shall not be effective on an additional or
seplacement motor vehicle under an existing policy, unless otherwise exempted,
until the insurer has inspected the motor vehicle in accordance with this

regulation.

84.05: _Exemptions to Inspection Requirement

(1) The requirement of an inspection ghall not apply to the following:
(2) s new, unused motor vehicle from a franchised automobile dealership

where the insurer is provided with either: a copy of the bill of sale which
contains a full description of the motor vehicle including all options and
accessories; or a copy of the RMV Form 1 provided by the Registry of Motor
Vehicles, which establishes the transler of ownership from the dealer to the
customer and a copy of the window sticker or the dealer invoice showing the
ftemized options and equipment in addition to the total retail price of the
vehicle. The physical damage coverage on such new, unused motor vehicle
shall not be suspended during the term of the policy due to the applicant’s
failure to provide the required documents. Payment of a claim, however,
shall be conditioned upon the receipt by the insurer of such documents and
no physical damage loss occurring after the effective date of the coverage
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94.05: continued

shall be payable until the documents are provided to the insurer. If the sbove
documents are not submitted by the spplicant at least sixty (60) days prior 1o
the applicant’s annual renewal date, the insurer, upon renev\!al of the_physxcal
damage coverage, must require an inspection as set forth in this regulation; :
(b) the spplicant is an existing customer;
(c) the motor vehicle is slready insured for such physical damage coverages-
with the insurer by the applicant;
(d) an inspection is waived by the insurer pursuant to 213 CMR 84.06;
(e} a temporary substitute motor vehicle; .
(f) s motor vehicle which is leased for less than six months, provided the
insurer receives the lease or rental agreement containing a description of
-the leased motor vehicle including its condition. Pasyment of a physical
- damage claim shall be conditioned upon receipt of the lease or rental
agreement;
(sg) when requiring an ction would cause a serious hardship to the
insurer or the applicant such hardship is documented in the applicant's
policy record: or
(h) when the insurer has no inspection facility or authorized representative
either in the city or town in which the motor vehicle is principally garaged
or within five (5) miles of said city or town.

{2) An insurer shall indicate in the l'pplicnnl't policy record the reason a
vehicle is being exempted from the inspection requirement under this regulation.

(3) An insurer meay require an inspection of a motor vehicle otherwise exempt
pursuant to 211 CMR 94.05(1) provided that the decision to inspect such motor
vehicle is reasonable and supported by objective facts. The decision to require
such an inspection shall not be based on the age, race, sex, or marita! status of
the applicant or the customary operators of the vehicle, the principa! place of
garaging, or the fact that the policy has been ceded to the residual market
mechanism. A written record of the reasons for requiring an inspection,
pursuant to this subsection shall be placed in the applicant ‘s policy record.

94.06: Waijver of Inspection

(1) An insurer may waive an inspection under any of the following

circumstances:
(8} for policies issued or renewed during calendar year 1989, all 1979 and
older model year vehicles. For policies issued or renewed during each
calendar year thereafter, the applicable mode!l year shall be moved forward
by one year. For example: in 1989 an insuser must inspect 1880 end newer
mo-el year vehicles and in 1900 an iLisurer must inspsct 1981 and newer
model year vehicles. An insurer may elewt to inspect specified vehicles
included within this waiver. Such cxccrtions 1o this optional waiver must be
based on underwriting criteria uniformly spplied;
(b) where a nonowned motor vehicle is insured under o policy providing
physical damage coverage issued by an insurer which has inspected such
motor vehicle in accordance with the provisions of this regulation;
(c) where the insured motor vehicle is insured under o commerciaslly-rated
policy which insures a fleet of five or more motor vehicles owned by the
same person or legal entity;
(d) where a producer is transferring a book of business from one insurer to
another; or
(¢) when an individual applicant’'s coverage is being transferred by an
independent insurance agent to a new insurer and said agent provides the
new insurer with a copy of the inspection report completed on behalf of the
previous insurer, provided the independent agent represents both insurers,
and the insured vehicle was ically inspected by the previous insurer.
However, if the new insurer does not receive § copy of the inspection report
60 days prior to the first annual renewal date, the insurer must, upon
renewal of the physical damage insurance, require an inspection as set forth
in this regulation.

(2) Any decision to waive or not to waive an inspection pursuan!l to this
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94.06: continued

regulation, shall not be based on the age, race, sex, or marital status of the
applicant or the customary operators of the vehicle. the princjpal place of
garaging, or the fact that s policy has been ceded to the residual market

mecheanism. )

(3) An insurer ghall indicate in the applicant's policy record the reason a
waiver has been granted. .

§4.07: Deferral of Inspection

(1) An insurer may defer an inspection for seven calendar days (not including
legal holidays) following the effective date of coverage, on new business and on
sdditiona!l or replacement vehicles to an existing policy, If an inspection at the
time of the request for coverage would create a serious inconvenience for the

applicant.

(2} (8) When an inspection Is defecred pursuant to section (1) above or (4)

below, an insurer, through its producer, shall either: .

1. immediately obtain the prescribed acknowledgment (Form D) signed

by the applicant if the applicant has applied for coverage in person; or

2. immedistely confirm physical damage coverage and remind the

applicant of the inspection requirement on s prescribed notice letter

(l;orm B) if the spplicant has applied for coverage either by mail or by

phone.
(b) In addition to the notice requirements of 211 CMR 84.07(2)(s), the
insurer, through its producer, shall furnish the applicant, at the time
coverage is effected, with a list of inspection sites where the inspection can
be conducted. The location of an inspection site or sites and the
consequences of the applicant’s failure to obtain a timely inspection shall be
furnished immediately to the applicant either in person, if the applicant has
applied for coverage in person, or by telephone, if the applicant has applied
for coverage by phone. Documentation of such notice, including the name of
the person giving the notice and the identity of the site(s) provided must be
contained in the applicant ‘s policy record.

{3) Producers must wuse the prescribed NOTICE OF MANDATORY
PRE-INSURANCE INSPECTION REQUIREMENT letter (Form B) or the
prescribed ACKNOWLEDGMENT OF REQUIREMENT FOR PRE-INSURANCE
INSPECTION letter (Form D) (see 211 CMR 94.16 of this regulation) and
immediately send a copy to the insurer. A copy of the confinnation latter
addressed (o the applicant, and Certificate of Mailing thereo!, or the completed
acknowledgnient letter shall be retsined by the producer in the applicant’s
policy record. In the case of a so-called courtesy transfer, the procucer
confirming coverage shall be responsible for the immediate notificstion to the
applicant pursuant to 211 CMR 94.07(2)(a)1. above. unless the application for
coverage is submitted by a person other than the applicant. In such cases. the
producer of record shall remain responsible for notification pursuant to 211
CMR 94.07(2)(a)2. and 94.07(2){b). The producer confirming coverage shall
immediately forward a copy of the acknowledgment (Form D) to the producer of
record who shall then be responsible for forwarding a copy to the insurer as
required by this subsection.

(4) If the insurer is required, pursuant M.G.L. ¢. 175, 5. 113H, to provide
physical damage coverage at the option of the applicant, it ghall provide, upon
an applicant ‘s request for such physical damage coverage, immediate coverage
and may defer the inspection for the seven calendar days (not including legal
holidays) following the effective date of coverage.

(5) Any decision to defer or not to defer an inspection pursuant to this
regulation shall not be based on the age, race, sex. or marital status of the
applicant or the customary operators of the vehicle, the principal place of
garaging, or the fact that a policy has been ceded to the residual market

mechanism.
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84.08: Standards and Procedures for Inspections

(1) Inspections required or permitied pursuant to this regulation shall be made
by a designated authorized representative of the insurer at & time and place
reasonably convenient to the applicant. A reasonably convenient time shall
include, in addition to customary business hours, sulficient early moming.
evening and weekend hours. A reasonably convenient place shall not be more
than five (5) miles from the city or town where the motor vehicle is principally

garaged.

2) () Any inspection authorization forms issued by the insurer to the
applicent, for presentation to the suthorized representative, shall not
:::sr;tain dthe Vehicle Identification’ Number (VIN) of the vehicle to be

ected.

{d) The inspection shall:
1. be recorded on the prescribed MOTOR VEHICLE PRE-INSURANCE

INSPECTION REPORT (Form A) (See 211 CMR 94.16):
2. include two color photographs of the miotor vehicle, taken as directed
on the inspection report, which shall be attached to the report;
3. include a close-up color pholograph (using a specisl camers
attachment il necessary) showing the Vehicle Identification Number
(VIN) locsted on the Environmental Protection Agency/Federal
Certification Label {EPA) sticker aflixed to the driver's side door jamb.
The photograsph must be of sufficient clarity that the information
contained on the EPA sticker'and the VIN is legible. If the EPA sticker
is damaged, faded, missing or otherwise not legible, & photograph of the
EPA sticker or of the area of the door jamb where the sticker is normally
located. is still required.
(c) The authorized representative may take additional photographs showing
any damaged areas, which shall also be attached to the report. :
(d) The original report and photographs shall be immedistely sent to the
insurer who shall retain the report and photographs in the applicant s policy
record for three years from the date of the inspection, except as provided by
211 CMR 94.08(6)(d). The authorized representative shall also provide a
copy of the report, without photographs. to the spplicant at the time of the

inspection.

(3} The insurer shall maintain an up-to-date list of all authorized
representatives and inspection sites perfonning inspections for the insurer. The
list must include the names, addresses and business phone numbers of all
authorized representatives and the insurer shall make such list accessible to the
Division upon request.

(4) There shall be no charge either directly or indirectly to the applicant in
tonnection with an inspection, except that such charge may be considered in
accordance with M.G.L. c. 17§, s. 113B or other applicable laws.

(5} The competency and trustworthiness of the suthorized representative in the
conduct of the inspections provided for in this regulation shall be the
responsibility of the insurer.

{6) An insurer shall utilize authorized representatives who shall:
() verify the accuracy, completeness and signature of the inspector for
each inspection report in writing;
(b) meintain a control system on such inspection reports including the use
of sequentially numbered reports;
(c) retain and supply to an insurer. upon request, a copy of any inspection
report which was completed within three years of the date of inspection.
(d) provide an optional service, on an additional fee basis, to insurers
whereby the original inspection reports and photographs are retsined by the
authorized representative who shall maintain such origina) inspection reports
and photographs in a manner so as to facilitale rapid retrieval for & period of
at least three years from the date of inspection. A copy of the inspection
report shall be provided to the insurer. The suthorized representative shall,
vpon the request of the insurer, mail or deliver the original inspection report
and photographs to the insurer within two (2) business days of such request.
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$4.08: continued

(7) (8) The inspection report and photographs shall be used by the insurer 1o
document previous damage, prior condition, options and mileage of th
motor vehicle on physical damage claims whenever;

1. the appraisal indicates prior damage;

2. the vehicle is a total loss or unrecovered thefl tior

3. the damage exceeds $1.000.
(®) A copy of the inspection reporl and photographs must be utilized, and
made a part of the insurer's claim file, in the settlement of all tofal loss
clasims. The inspection reporl must be made a part of the claim file
regardless of whether or not the payment is reduced based on the
information contained therein. Such inspection report must come from the
applicant's policy record.

$4.09: Standards for Suspension of Physical Damage Coverages

(1) I the inspection is not conducted prior to the expiration of the seven
calendar days deferral period specilied in 211 CMR 94.07(1), motor vehicle
physical damage coverage on the motor vehicle shall be suspended st 12:01 a.m.
of the day following the scventh calendar day, and such suspension shall
continue until the inspection is effected. The insurer must inspect the motor
vehicle and reinstate physical damage coverage (effective at the time of the
Inspection) il the applicant therealter requests an inspection. The applicant's
sbility to reinstate the physical damage coverage upon inspection, however,
‘shall lapse if the insurer has already made the pro-rata premium.adjustment
pursuant 211 CMR 94.09(2). Therealter a reinstatement shall only be effective
upon inspection and payment by the applicant to the insurer of the adjusted
premium for the physical damage coverage in full or in accordance with the
insurer's normal payment plan, at the insurer's option.

(2) Whenever physical damage coverage is suspended, the insurer shall,
between the 215t and 30th calendar day after the effective date of the
coverage. mail to the applicant, the producer of record, and any lienholders &
prescribed NOTICE OF SUSPENSION OF PHYSICAL DAMAGE COVERACGE
{(Form C) (See 211 CMR 94.16). The insurer shall complete a certificate of
mailing of the suspension to the applicant and shall retain the certificate and
and & copy of the suspension in the applicant ‘s policy record. Whenever there is
& suspension of physical damage coverage for more than 10 days, the insurer
shall make a pro-rata Premium adjustment (return premium or credit) which
shall be mailed to the applicant no later than 45 days after the effective date of

the suspension.

(3) If the motor vehicle is nat inspected pursuant to this regulation due to the
fault of the insurer, or il its producer fails to give the verbal or teleptone
notice required by 211 CMR 94.07(2) of this regulation or mail or deliver the
NOTICE OF MANDATORY PRE-INSURANCE INSPECTION REQUIREMENT
(Form B) or obtain the ACKNOWLEDGMENT OF REQUIREMENTS FOR
PRE-INSURANCE INSPECTION (Form D) as set forth in 211 CMR 94.07(2) of
this regulation, physical damage coverage on the motor vehicle shall not lapse.
The failure of the insurer to act promplly does not relieve it of its obligation to
inspect. An insurer's failure, however, to comply with the provisions of
211 CMR 94.09(2) does not restore physical damage coverage, but shall subject
the insurer to a penalty pursuant to 211 CMR 94.12.

§4.10: _Inspection Services

(1) Inspection services shall maintain a record of the name, address and
signature of all persons authorized by such inspection service to perform
inspections, prior to that person perlorming any inspections pursuant to this
regulation. Such record shall be made available to the Division upon request.

(2) An inspection service must be approved by the insurer for which it will be
conducling inspections. In determining whether to approve an inspection service
an insurer may take into consideration the service's professionalism, elficiency

and cost effectiveness.
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£84.11: Conflicts of Interest

An authorized representative shall not be deemed trustworthy if there
exists any conflict of interest which may prevent him or her from conducting s
thorough and accurate inspection. It shall be a conflict of interest for an
authorized representative to accepl, in connection with an inspection, anything
of value from any source other than the insurer.

84.12: Enforcement

(1) A violation of any provision of this regulation by an fnsurer shall be deemed
= violation under the statute or regulation under which such insurer is licensed
and shall be sufficient grounds, after hearing, for the imposition of fines as
prescribed in the licensing statute or regulation. Any such violation shall be
comidsred an unfair and deceptive act or praclice in violation of M.G.L.
€. 176D.

(2} A viclation of any provision of this regulation by an suthorized
representative shall be deemed a violation under the statute or regulation under
which such authorized represcntative is licensed and shall be sulTicient grounds,
after hearing. for the suspension or revocation such license and for the
imposition of fines 8s prescribed in the licensing statute or regulation. Any such
violation shall also be considered an unfair and deceptive act or practice in
violation of M.G.L. c. 176D.

(3) The tompetency and trustworthiness of all authorized representatives in
the conduct of the inspections provided by this regulation shall be the
responsibility of the insurer.

(4] Nothing contsined in this regulation shall be deemed to preclude the
applicant, the Commissioner or the Attomey General from pursuing any other
remedy or penalty provided by law for a violation of this regulation, including
any remedy provided under M.G.L. ¢. §3A or M.G.L. ¢. 176D.

94.13: Records and Audits

(1) Insurers shall maintain records as to the costs and savings relsted to this
regulation and shall make such records available to the Division upon request.

{2) Insurers shall be responsible for the monthly auditing of inspection reports
received from their authorized representatives and shall provide such authorized
representatives, excluding producers, with monthly status reports indicating the
total number of reports received including the number of incomplete or
incorrect reports received.

84.14: Effective Date
This regulation shall become effective on March 2, 1888.

§¢.15: Severability

If any section or portion of & section of this regulation or its application to
any person, entity or circumstance is held invalid by any court, the remainder of
this regulation or the applicability of such provision to other persons, entities or
circumstances shall not be effected thereby.

$84.16: Forms

Sample forms for Motor Vehicle Pre-Insurance Inspection Report (Form A),
Notice of Mandatory Pre-lnsurance Inspection Requirement (Form B), Notice of
Suspension of Physical Damage Coverage (Form C) and Acknowledgment of
Requirement for Pre-lnsurance Inspection {(Form D) as referred to in this
regulations are available from:
Division of Insurance - Legal Section
280 Friend Street
Boston, MA 02114
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FORM B
(COMPANY LETTERHEAD)

NOTICE OF MANDATORY PRE-INSURANCE INSPECTION REQUIREMENT
(Tnis is not a safety inspection)

IMMEDIATE ACTION REQUIRED TO AVOID LOSS OF iNSURANCE COVERAGE

(Date of mailing)

Name of EFFECTIVE DATE
Insured: OF COVERAGE:
Address: (Date)

INSPECTION MUST BE
COMPLETED BY:

(Daze)
POLICY £:

Dear Policyholder,

This will confirm coverage for FIRE AND TBEFT/
COMPREHENSIVE s COLLISION s LIMITED
COLLISION ; on your

1. ¢ ? .

2p ’ ’ hd

3. ? 4 .
YEAR MLEKE MODEL

Please disregard this notice if You have already had your
car inspected.

This notice will also serve as a reminder that the above
described car(s) must be inspected by the date indicates above,
or vour dhysical damage coverages will be susvended effective
12201 A.M. on . '

: (Date)

If you have your car inspected after the above deadline
your coverage will only be restored after your car has been
inspected and the adjusted premium due for the coverages listed
above has been paid. You will have no coverage for any
Physical camage loss that occurs during the suspension period.

FOR FURTHER INFORMATION PLEASE CALL:

ikame and phone no. of Company Representative

Very trulv yours,

€C: INSURANCE COMPANRY
PRODUCER OF KECORD



r

FORM C
(COrIPARY LETTERHEAD)

NOTICE OF SUSPENSION OF,PHYSICAL DAMAGE COVERAGE

YOU ARE NO LONGER INSURED FOR PHYSICAL DAMAGE TO YOUR CAR

(Date of Mailing)
Rame of
Insured:
Address:

RE: Policy £:

Dear Policyholder:

The vehicle(s) listed below is (are) no longer covered for
FIRE AND THEFT/COMPREHENSIVE ; COLLISION . : OR
LIMITED COLLISION:

1. ' ,
2. ' '
3. T ; .

YEAR MAKE MODEL

DATE COVERAGE WAS REQUESTED
DATE COVERAGE WAS SUSPENDED

Tne physical damage coverage(s) indicated above, has (have)
dbeen suspended on the vehicle (s) described, effective 12:0i
a8.m. on the suspension date. Such coverage has been suspended
due to your failure to comply with the Mandatory Physical
Damage Pre-Insurance Inspection Regulation {211 CMR 84.00), as
reguired by Massachusetts General Law Chapter 175, Section 113S.

If your coverage has been suspended for more than ten (10)
days, you will receive a premium adjustment (return Premium or
credit) for the suspended coverage(s) within forty-£five (45)
days from the date of suspension.

The coverage(s) will be restored when You have your
vehicle(s) inspected and the adjusted premium due for such
Coverage(s) has been paid.

INSURER REPRESENTATIVE

PHONE NUMBER

€c: PRCDUCER OF RECOED
LIENHOLDER



INSURANCE COMPANY LETTERHEAD

INSPECTION SERVICE LETTERKEAD

OR

L NUMBER SITE I.D. ¢
2TE OF TIME OF INSURANCE COMPANY INSURED'S POLICY NUMBER OF
[INSPECTION INSPECTION NAME NUMBER - PHOTOS

AM
—_ PM
\NSURED'S NAME INSURED'S ADDRESS TEL. NO.
‘NSPECTOR’S NAME INSPECTION SITE NAME & ADDRESS TEL. NO.

STYLE COLOR INTERIOR

ERR: 2 DR ___ STG WGN MAJOR CLOTH ___ LEATHER
ARE 4 DR ___ VAN MINOR VINYL ___ COLOR
aDEL: CPE  ___ KTCHBR

POMETZR READING

PRINCIPAL PLACE

OF GARAGING

e

VERICLE IDENIIFICATION NUMBER
(NOT FROM REGISTRATION FORM)

LICENSE PLATE NO.
& STATE

LLLL L L L L 2L L LSS

V.IN. location:

ACCESSORIES & OPTIONAL EQUIPMENT

(COMPLETE FOR ALL VEHICLES INCLUDING VANS)

-

'] AIR CONDITIONER
J MANUAL TRANSMISSION

{ )3SPD [ )¢ sPD [ }5 spD
J AUTOMATIC TRANSMISSION

[ ] OVERDRIVE
J AM RADIO
J AM/FM RADIO [ ] STERED
J CASSEITE PLAYER

BRAND

BUILT IN [ ] YES [ ] »O
J COMPACT DISC PLAYER

BRAND

BUILT IN [ ] YES [ ] NO
J CAR PHONE

BRAND

BUILT IN [ J YES [ ] NO
J CAR PHONE ANTENNA
] CAR PRONE TRANSMITTER
1 C.B. RADIO

BRAND - :

BUILT IN [ J YES [ ] NO
] EIGHT TRACK PLAYER

BRAND
w SUILT IN [ ]J YES [ ] NO

'TO AMPLIFIER
- ND
BUILT IN [ ] YES [ ] ~O

[ ] CRUISE CONTROL
[ ] REAR DEFROSTER
[ ] REAR WIPER

[ ] TILT WHEEL
[ ] TINTED GLASS
{ ] POWER STEERING
[ ] POWER BRARES
[ ] POWER WINDOWS
[ ) POWER LOCKS
[ ] POWER ANTENNA

[ ] VINYL TOP/ROOF

[ ) -70P ROOF

[ ] SUNROOF

FACTORY INSTALLED
{1JYES [ ] NO
TYPE

[ ] SPECIAL ROOF
IYPE

[ ] BUCRET SEATS

[ ] SPECIAL WHEELS

[ ] SPECIAL TIRES
YPE

[ ] SPECIAL HUB CAPS
[ ] RADAR DETECTOR
BRAND

[ ] ANTI THEFT DEVICE
IYPE
[ ] CAR ALARM
BRAND
[ ] BIGH MOUNTED BRAKE LIGHT
[ ] ROOF RACK
[ ] SPARE TIRE (OUTSIDE MOUNT)
[ ] CARPETING
[ ] INSTRUMENTATION
IYPE

[ ] SPECIAL MIRRORS
IYPE .

[ ] TRATLER HITCH

{ ] AUTO RECOVERY SYSTEM
IYPE

[ ] SPECIAL cUSTOM OPIIONS
OR ADDITIONS (LIST)




PEOTOSRAPES OF VIKICLE (MUS~ BE COLOR PROTOS)

JAACH RT LEAST IWO (2) COLOR PHOTOSRAPHS G TSFN :
" THE AUTOMDBILE TARZN FROM THE ANGers = TR

"N ON IHE LIAGRAMS TO THE RIGET. AvSO \m  — .
! CLOSE-UP PHOTO OF THE F.p.a. —— W
R (INCLUDING THE V.I.N.) FROM

"VER'S SIDE DOOR JAMB. Front and Rear and
Pacsenger Side Driver Side

: PHYSICAL CONDITION OF VZKICLE
(CHECK DAMAGED AREAS OR ARIAS IN POOR CONDITION AND DESCRIBL BLLOW)

—AGZD/RUSTID DAMAGED

L) WINDSKIELD
c7r r FRONT BUMPZR [ LEFT FRONT SIDE GLASS
CJ [ LEFT FRONT FENDZR []) RIGHT FRONT SIDE GLASS
I L7 LEFT FRONT DOOR L) LEFT REAR SIDE GLASS
L7 L7 LEFT REAR DOOR L) RIGHT REAR SIDE GLASS
cCJ [z LEFT RZAR QUARTER PANZL [ REZAR WINDOW
7 [7 REXR BUMPIR L] REARVIEW MIRROR
I lJ REAR DOOR/TRUNR LID L] WHEEL COVELRS
£z L7 RIGET RIAR QUARTER PANZL L) WORN/TORN OR SOZLED
o7 L7 RIGET REAR DOOR INTZRIOR
7 [ 7 RIGHT FRONT DODR [']  OTHZR DA¥AGE OR
L7 L7 JGHI FRONT FENDZIR RUST (LIST)
C7z {7 HOOD PANZL
I Jj L7 ROOF PANEL
L7 [J GRILL

L J crzCcr mrre 1F NO EXISTING DrMAGZ, RUST OR PISSING PARTS

8L IXISIING DaMAGES OR RUST:

T ANY MISSING PARTS:

'CRIBE ANY ALTERATIONS FROM FACIORY DEISIGM:

" ABOVE IS A ZRUE SIATZNINT OF ANY EXISTING DIMAGE, RUST, OR MISSING PARTS AS OF zEHT
Z OF TEIS INSPECTION. I CERTIFY IHAT THIS INSPECTION RLPORT IS TRUE AND COMPLETE AND
I I BAVE SEE® 2ND PBOTOSRAPHED THE VERICLE IDENTIIFIED IXVE.

Z: "SPZIICR'S SIGN:TURS:

I & ADDRESS OF PEXRSON SIGNAIURE RELATIONSEIP
SZXNZING VEHICLE FOR I NSPECTION 0 INSURED




FORi D
(COMPANY LETTERHEAD)

ACKNOWLEDGMENT OF Rgg_;REMaN" FOR PRE-INSURANCE INSPECTION
(This is not a safety inspection)

RAME OF INSURED EFFECTIVE DATE
OR APPLICANT: OF COVERAGE:
ADDRESS ¢ (Date)

INSPECTION MUST BE
COMPLETED BY:

(Daﬁe)

VEHICLE(S) TO BE INSPECTED

YEAR MAKE MODEL
1. [ 4 ? .
2. ' ’ hd
3’ [4 ' -

BY MY SIGNATURE BELOW I CERTIFY THAT I HAVE BEEN INFORMED
THAT MY VEHICLE (S) WHICH 1S (ARE) BEING INSURED FOR FIRE AND
THEFT/COMPREHRENSIVE AND/OR COLLISION OR LIMITED COLLISION
COVERAGE MUST BE INSPECTED BY A REPRESENTATIVE OF THE INSURER.
THIS INSPECTION MUST BE COMPLETED WITHIN SEVEN (7) CALENDAR
DAYS (NOT INCLUDING LEGAL HOLIDAYS) AFTER THE EFFECTIVE DATE OF
COVERAGE, AND IN NO EVENT LATER THAN THE DATE SHOWN ABOVE TO
AVOID A SUSPENSION IN COVERAGE.

I UNDERSTAND THAT FAILURE TO SUBMIT TO THE REQUIRED
INSPECTION (S) WILL RESULT IN THE SUSPENSION (LOSSES WILL NOT BE
COVERED) OF THE PHYSICAL DAMAGE COVERAGES (FIRE AND
THEFT/COMPREHENSIVE, COLLISION, LIMITED COLLISION) AS OF 12:01
A.M. OF THE DAY FOLLOWING THE DATE BY WHICH THE INSPECTION MUST
BE COMPLETED, AS SHOWN ABOVE.

I UNDERSTAWD THAT IF COVERAGE IS SUSPENDID IT WILL BE
RESTORED CNLY AFTER THE INSPECTION HAS BEEN COMPLETED AND THS
ADJUSTED PREMIUM DUE FOR SUCH COVERAGE(S) HAS BEEN PAID.

SIGNATURE OF INSURED
OR APPLICANRT H

(Date)
SIGHATURE OF PRODUCER
OR INSURANCE COMPANY
REPRESENTATIVE:
(Date)

NAME, ADDRESS & TELEPHONE NUMBER
OF PRODUCER OR INSURANCE REPRESENTATIVE

COMPLETING THIS FORM:

INSURED/AFPLICANT MUST RECEIVE A COMPLETED COPY OF THEIS FORM

cc: IRSTURANCE COMPANY
DRODUTZR OF RECORD
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%mumnwea/lﬁ%wﬁ@ahmw

100 Summer Street, Boston, Massachusetts 02110
(617) 338-4000  (617) 338-5422 (Telefax)

RAYMOND M. LAFONTAINE MICHAEL J. TROVATO
President . Executive Vice President
and Treasurer

October 4, 1989

The Honorable Timothy H. Gailey
Commi ssioner of Insurance
Commonwealth of Massachusetts
Division of Insurance

280 Friend Street

Boston, MA 02114

Dear Commissioner Gailey:

The Governing Committee, at its meeting of September 15, 1989, approved
the attached system of measurements and penalties applicable to the
PERFORMANCE STANDARDS FOR THE HANDLING -AND PAYMENT OF CLAIMS BY SERVICING
CARRIERS. Pursuant to the provisions of Section 41 and 44 of Chapter 273 of
the Acts of 1988, we are submitting this material for your consideration.

Cordialiy,

Raymond M. LaFontaine
President

RML/jsc

be Michael J. Trovato, Executive Yice President & Treasurer -
Robert Tyler, Vice President - Claims
Joseph J. Maher, Vice President & General Counsel
Dana Jewell, Vice President - Administration
James H. Burns, Chairman, Claims Advisory Committee
Fran N. Delage, Chairman, Claims Advisory Reform Subcommittee
Governing Committee
Claims Advisory Committee
Dr. Richard Derrig, MARB



Appendix I

Salvage Title Law, Chapter 90D,
Section 20 (a..e)



§ 20A. Application for salvage title; procedure

(a) The application for the salvage title shall be made by the owner to the
registrar on such form or forms as the registrar shall prescribe and shall be
accompanied by: (1) a properly assigned certificate of title; (2) any other
information and documents the registrar may reasonably require to establish
ownership of the vehicle and the existence or nonexistence of a lien; and (3)
the required fee.

(b) The registrar shall file each application for salvage title received and
maintain adequate record thereof and, when satisfied as to its genuineness
and regularity, shall issue a salvage title. The salvage title shall serve as proof
of ownership and shall contain the name and address of the owner, a
description of the vehicle, a salvage certificate serial number and any other
data the registrar prescribes.

Added by St.1988, c. 273, § 29. Amended by St.1990, c. 150, § 281.

Historical and Statutory Notes

SL.1988, c. 273, § 29, an emergency act, was  in par. (b), in the first sentence, deleted “within
approved Nov. 5, 1988, and by § 77 made ef- two registry business days following the date
fective Jan. 1, 1989. of application,” preceding “issuc a salvage ti-

St.1990, c. 150, § 281, approved Aug. 1, 1990, {l¢".
and by § 383 made effective as of July 1, 1990,

§ 20B. Exceptions to salvage title requirement

No salvage title need be obtained for: (1) a vehicle owned by the United
States unless it is registered in accordance with the provisions of chapter
ninety; (2) a vehicle moved solely by animal power; (3) an implement of
husbandry; (4) special mobile equipment; (5) trailers; (6) passenger vehicles
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9D §20B PUBLIC WAYS AND WORKS

ten or more years old; or (7) manufactured homes as defined in section

thirty-two Q of chapter one hundred and forty.

gdded by St.1988, c. 273, § 29. Amended by St.1989, c. 341, § 62; St.1991, c. 481,
11.

Historical and Statutory Notes

St.1988, c. 273, § 29, an emergency act, was 5t.1991, c. 481, § 11, approved Dec. 31, 1991,
approved Nov. 5, 1988, and by § 77 made ef- in cl. (7), substituted “manufactured” for “mo.
fective Jan. 1, 1989, " bile”. '

St.1989, c. 341, § 62, an emergency act, ap-
erq'ved Aug. 15, 1989, substituted “No” for “(a)

0".

8§ 20C. Transfer of interest in vehicle with issued salvage title

(a) If an owner of a vehicle for which a salvage title has been issued under
this chapter transfers his interest therein, he shall execute the assignment to
the transferee on the space provided therefor on the salvage title or on such
other form as the registrar shall prescribe and cause the title and assignment
to be delivered to the transferee at the time of delivery of the vehicle.

(b) Except for dealers licensed under the provisions of section fifty-nine of
chapter one hundred and forty, the transferee of a vehicle for which a salvage
title has been issued under this chapter or under the laws, of another state
shall, within ten days after receiving delivery of the total loss salvage vehicle,
apply for a new salvage title on the form prescribed by the registrar. The
application shall be accompanied by the properly executed salvage title,
required fee and any other information and documents the registrar may
reasonably require to establish ownership of the vehicle.

(c) If a dealer, licensed under the provisions of section fifty-nine of chapter
one hundred and forty, is a transferee of a vehicle for which a salvage title
has been issued, he need not apply for a new salvage title but, upon transfer-
ring the vehicle, shall execute the assignment to the transferee in the space
provided for such dealer assignments on the title on such form as the
registrar prescribes and cause the title and assignment to be delivered to the
transferee.

(d) Any transferor of a vehicle for which a salvage title has been issued
under this chapter shall fully and fairly disclose that fact to any transferee for
value. The secretary of consumer affairs and business regulation may by
regulation provide for the timing, form and content of such disclosure.

(¢) The registrar may issue a salvage title for any motor vehicle which is
transferred into the commonwealth and which was previously covered by a
similar title from any other state.

(f) The owner of any vehicle which would qualify as a “total loss salvage
vehicle” under section one of chapter ninety D which is transferred into the
commonwealth but was not covered by a similar title from another state shall
apply for a salvage title from the registrar.

Added by St.1988, c. 273, § 29.
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CERTIFICATES OF TITLE 90D § 20D

Historical and Statutory Notes

St.1988, c. 273, § 29, an emergency act, was
approved Nov. 5, 1988, and by § 77 made ef-
fective Jan. 1, 1989.

§ 20D. Reconstruction or restoration of total loss salvage motor vehicle

(a) Any owner who reconstructs or restores a total loss salvage motor
vehicle to its operating condition which existed prior to the event which
caused a salvage title to issue under this chapter or the laws of another state,
or who recovers a total loss salvage motor vehicle if stolen, shall make
application to the registrar for a certificate of title and an inspection of the
vehicle prior to registration or sale of said vehicle. Each application for title
and inspection shall be accompanied by the following:

(1) the outstanding salvage title previously issued for the salvage vehicle;

(2) bills of sale evidencing acquisition of all major component parts used to
restore the vehicle, listing the manufacturer’s vehicle identification number of
the vehicle from which the parts were removed, if such part contained or
should contain the manufacturer’s vehicle identification number;

(3) the owner shall also provide a sworn affidavit in the form prescribed by
the registrar which states that: (i) the identification numbers of the restored
vehicle and its parts have not been removed, destroyed, falsified, altered or
defaced; (ii) the salvage title document attached to the application has not
been forged, falsified, altered or counterfeited; (iii) all information contained
on the application and its attachments is true and correct to the knowledge of
the owner; and

(4) the required inspection fee.

The inspection shall include an examination of the vehicle and its major
component parts to determine that the vehicle’s identification number or its
parts have not been removed, falsified, altered, defaced, destroyed or tam-
pered with, that the vehicle information contained in the application and
supporting documents is true and correct, and that there is no indication that
the vehicle or any of its parts are stolen. Said inspection shall be conducted
by a person designated by the registrar. Such inspection is not for the
purpose of checking road-worthiness or the safety condition of the vehicle.
No liability shall be imposed upon the registrar of motor vehicles or upon the
commonwealth or its agents or employees which may result from, or be
connected with, any act or omission related to said inspection.

(b) Upon satisfactory inspection results, and receipt of all required docu-
ments and fees, the registrar shall issue a new certificate of title in the name
of the owner which shall contain the notation “reconstructed”, or if the
vehicle was a stolen vehicle which was subsequently recovered in an undam-
aged condition, said certificate shall contain the notation “recovered theft
vehicle”.

Added by St.1988, ¢. 273, § 29. Amended by St.1990, c. 150, § 282.
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90D §20D PUBLIC WAYS AND WORKS

Historical and Statutory Notes

St.1988, c. 273, § 29, an CMErgency act, was  in par. (a), in the second paragraph, in the
approved Nov. 5, 1988, and by § 77 made ef. second sentence, substituted “designated by the
fective Jan. 1, 1989. registrar” for “appointed under the provisions

St.1990, c. 150, § 282, approved Aug. 1,1990,  of section twentv-ni f chapter ni :
and by § 383 made effective as of July 1, 1990, © ScCuOR twenty-nine of chapter ninety”

Cross References .
Insurance coverage for motor vehicle with issued salvage certificate, see c. 175, § 113S.

§ 20E. cCancellation of certificate upon junking or scrapping of vehicle

(a) Any person who takes possession of a motor vehicle for the purpose of
junking or scrapping shall within ten days after receipt of delivery, cause the
certificate of title, salvage title or any other document required by the
registrar as proof of ownership, to be surrendered to the registrar for
cancellation. Said person shall maintain an adequate record of said cancella-
tion which shall contain the name and address of the owner, a complete
description of the vehicle including the vehicle identification number.

(b) The registrar shall maintain an adequate record of said cancellation,
which shall contain the name and address of the owner, a complete descrip-
tion of the vehicle including the vehicle identification number. The vehicle
identification number shall remain attached to said vehicle upon destruction.

(c) A motor vehicle for which the certificate of title, salvage title or any
other document required by the registrar as proof of ownership, which has
been surrendered for cancellation under this section shall not be titled under
this chapter or registered to operate under chapter ninety.

Added by St.1988, c. 273, § 29.

Historical and Statutory Notes

St.1988, ¢. 273, § 29, an emergency act, was
approved Nov. 5, 1988, and by § 77 made ef-
fective Jan_ 1, 1989.
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M.G.L. - Chapter 175, Section 24D GENERAL LAWS OF MASSACHUSETTS

CHAPTER 175. INSURANCE.

Chapter 175: Section 24D. Lump sum insurance payments; exchange of claimant
information between IV-D agency and insurance companies; withholding of past-due
child support subject to lien.

Section 24D. (a) Prior to making any nonrecurring payment equal to or in excess
of $500 to a claimant under a contract of insurance, every company authorized to
issue policies of insurance pursuant to chapter 175 shall exchange information
with the IV-D agency, as set forth in chapter 119A, to ascertain whether such
claimant owes past due child support to the commonwealth or to an individual to
whom the IV-D agency is providing services, and is subject to a child support
lien pursuant to section 6 of said chapter 119A. To determine whether a claimant
owes past due child support, the company shall either provide the IV-D agency
with information about the claimant, or examine information made available by
the IV-D agency and updated not more than once a month. If the company elects to
provide the IV-D agency with information about such claimant, the company shall
provide to the IV-D agency, no less than ten business days prior to making
payment to such claimant, the claimant's name, address, date of birth and social
security number as appearing in the company'’'s file, and such other information
appearing in the company's file as the commissioner of revenue may require by
regulation in consultation with the commissioner of insurance. The company shall
use a method and format prescribed by the commissioner of revenue. If the
company ig unable to use a method and format prescribed by the commissioner of
revenue, such company shall cooperate with the IV-D agency to identify another
method or format, including submission of written materials. If the company
elects to examine information made available by the IV-D agency and such
claimant owes past due child support and is subject to a lien, the company shall
notify the IV-D agency, no less than ten business days prior to making payment
to such claimant, of the claimant's name, address, date of birth and social
gecurity number as appearing in the company's file, and such other information
appearing in the company's file as the commissioner of revenue may require by
regulation in consultation with the commissioner of insurance, using a method
and format prescribed by the commissioner of revenue. The company may remit to
the IV-D agency the full amount of the lien or the full amount otherwise payable
to the claimant at the time that it so notifies the IV-D agency at any time
prior to making payment to the claimant, without regard to the ten business day
period. If, at any time prior to payment, the IV-D agency notifies the company
of its child support lien against such claimant by giving the company a notice
of levy pursuant to section 6 of said chapter 119A, the company shall withhold
from the payment the amount of past due support as set forth in the notice of
levy and shall provide such amount to the IV-D agency for disbursement to the
obligee. The child support lien shall encumber the right of the claimant to
payment under the policy and the company shall disburse to the claimant only
that portion of the payment, if any, remaining after the child support lien has
been satisfied.

For the purposes of this section, the word "claimant" shall mean an individual
who brings a claim against an insured under a liability insurance policy or the
liability coverage portion of a multiperil policy, or a beneficiary under a life
insurance policy.

(b) This section shall not apply to that portion of a claim resulting in
payments on behalf of the claimant issued to a third party where there is
documentation showing that the third party has provided or agreed to provide the
claimant with a benefit or service related to the claim including, but not
limited to, the services of an attorney or a medical doctor, or to any portion
of a claim based on damage to or a loss of real property. The commissioner of



revenue, in consultation with the commissioner of insurance, shall promulgate
regulations setting forth procedures for making payment to the IV-D agency when
a third party has either provided or agreed to provide goods or services to the
claimant, and the insurance company cannot reasonably determine the remaining
amount payable to the claimant.

(c) The provisions of the Employee Retirement Income Security Act limiting, for
contracts of insurance, the amounts which may be assigned or attached in order
to satisfy child support obligations shall apply to the provisions of this
section.

(d) Pursuant to regulations issued by the commissioner of revenue in
consultation with the commissioner of insurance, a company that knowingly fails
to accurately exchange information regarding a claim to which this section
applies shall be subject to a penalty assessed by the IV-D agency. A company
that fails or refuses to surrender property subject to a child support lien to
the IV-D agency shall be liable as provided in paragraph (7) of subsection (b)
of section 6 of said chapter 119A. A company that makes a payment to the IV-D
agency pursuant to this section and an insured individual on whose behalf the
company makes a payment shall be immune from any obligation or liability to the
claimant or other interested party arising from the payment, notwithstanding the
provisions of this chapter or any other law.

(e) Information provided by the IV-D agency to a company under this section may
only be used for the purpose of assisting the IV-D agency in collecting past due
child support. Any individual or company who uses such information for any other
purpeose shall be liable in a civil action to the IV-D agency in the amount of
$1,000 for each violation.

(f) an inzividual making a claim governed by this section shall provide his
current address, date of birth and social security number to the insurance
company, upon the request of the company. Such company may inform the claimant
that such request is being made in accordance with this section for the purpose
of assisting the IV-D agency in enforcing child support liens arising pursuant
to section 6 of chapter 119A. Any such individual who refuses to provide the
information required by this section shall not receive payment on the claim, and
the company that declines payment on this basis shall be exempt from suit and
immune from liability under this chapter or any other chapter or in any common
law action in law or equity.

{g) In the event of a state of emergency declared by the governor or the
president of the United States, the commissioner of insurance may temporarily
suspend the application of this section to claims made due to the conditions
resulting in such state of emergency.
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Appendix K - C.A.R. Claim Department File Review Process

Rule 10 of the C.A.R. Rules of Operation requires that: “The Governing Committee, or
it’s Vice President, Claims, shall establish and supervise procedures for the review of claim
practices of Servicing Carriers”. To achieve this, C.A.R. conducts annual claim reviews to
evaluate the effectiveness of the cost containment measures employed by its Servicing Carriers.
~ The review process consists of three phases: file selection, file review, and analysis and
presentation of results.

File Selection

The files to be reviewed are selected from the monthly accounting shipments that are
submitted to C.A.R. by the Servicing Carriers. These shipments identify claim transactions
during that period. Claims against both ceded and voluntary policies are selected. A typical
audit consists of 80-120 claim files, with one-third involving bodily injury claims, one-third
involving collision claims, and one-third involving comprehensive claims. The claims are
chosen for one or more of the following reasons:

! Size

Carrier’s past performance

Investigation of suspected problem areas

Amount is such that the claim would be routine and be
reflective of routine handling by a Carrier.

el o

File Review and Summarization

As each physical damage claim file is reviewed by an examiner, a “Physical Damage
Quality Claim File Review Worksheet” is completed. The worksheet is designed to provide the
reader with dates, time lags, and information that is used in evaluating the handling of the
particular file. When all the files have been reviewed, the information from the worksheets are
combined and the examiners look for trends to determine if a company is handling the various
aspects of these claims in a proper manner.

Injury files are reviewed using the “PIP/BI Claim Review Worksheets”. Due to the
variety of circumstances and claim handling techniques that may be required, these files are
discussed in a separate section of the Summary of Review and are frequently addressed
individually, although trends are sought by the examiners in this area as well.

28



Analysis and Presentation

A Summary of Review is presented to the Servicing Carrier at the conclusion of the

review. Included in the summary are results of the review in the following areas:

1.

6.

7.

10.

Time Lags

This now includes the average length of time between the date of loss and first receipt by
the carrier, the average number of days to assign an appraisal, the average length of time
to appraise the vehicle once the assignment has been made, and the time to transmit the
appraisal..

Photographs
Do the appraisers take clear photographs that fully show the area of damage?

Appraisals
Are repair times reasonable when viewed in conjunction with the photographs? Are
deductions taken for items involving overlap and included operations?

Frame Damage
This damage should be documented as this is not visible and overallowances are quite
common.

Reinspections
Is the carrier conducting a sufficient number of reinspections? Are the reinspections
getting results? Are the repairs documented with good quality photographs?

Subrogation
Is the carrier taking the necessary action when subrogation is appropriate?

Like Kind and Quality parts

Are the appraisers locating like kind and quality parts for vehicles with more than 15,000
miles? Aftermarket parts? In cases where these parts are not available, do the appraisers
sufficiently document their attempts to locate them?

Total Losses
Is the maximum salvage recovery realized? Are the vehicles actually total losses? How
was the actual cash value established?

Storage Charges
Were the vehicles moved as soon as practical? If not, were explanations included in the
files?

Documentation
Were the reasons for payment supported by the necessary appraisals, bills, reports, etc.?
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11.

12.

13.

Comprehensive Losses

Did the theft and/or fire claims contain the necessary reports? Were the loss facts
adequately investigated? Were receipts supporting improvements included? Was NATB
notified? Does the company provide its adjusters with procedures for effectively

handling these claims?

Reimbursement Requests
Payments made in error or not made in compliance with Massachusetts laws should be

reimbursed to C.A.R..

Bodily Injury/Personal Injury Protection

Are the claims supervised? Is the necessary documentation in the files? Are independent
medical examinations conducted when warranted? Is liability clearly established? Is
there an explanation as to how a settlement was reached? Is the Department of Revenue

contacted to verify that there are no liens outstanding for child support?

These heading are those most common to the Summary of Review, although others may

appear as results dictate. A cover letter accompanies each Summary of Review, providing
emphasis when needed to the findings of the examiners. In all cases a written response from the
Servicing (Carrier is requested.
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Physical Damage Claim File Review Worksheet

Company Company Name Examiner  Date Examined Policy ID Claim ID Reported By
Insured Name Loss Date Loss Notice Calendar Days to receipt of loss
Loss Type RCF CWCF CWCF Receipt Date Ceded Commercial
Assignment of Appraisal Appraisal Completed

Appraisal Received Total Loss?

Salvage Pickup Disposition

Date Paid Amount Paid

Supplement Amount Repair Form Received

Drive In?

Performance Standards

Business Days Before The Appraisai Was Assigned
Business Days Before Appraisal Was Transmitted

Business Days Before Payment Was Issued: With RCF CWCF
Total Amount of Damages Paid
Reinspection Completed The Preinspection Code
Is the Preinspgection Standard Met?
Further Commentary
Coverage Verified Total Loss Documentation
Prior Claim Check Made Title Obtained Properly
Vehicle Identification Subrogation Recognized
Year Make Car Rental Charges
Model Mileage Tow Charges
Storage
Appraisal items
A isal Hems Number of Days in Storage
Photographs
Storage Charges Per Diem
Overlap Eliminated
Total Storage Charges
LKQ Parts .
Distinguished as Ceded
Aftermarket Parts
Payments Documented
Parts Discount Charges to C.A.R. Proper
Labor Rate e AR Frope

Frame Damage Cost

Police Theft Report
Police Recovery Report

Comprehensive Claims Checklist

N.I.C.B. Notified Promptly
Investigation Established Loss

Official Fire Report Receipts For Betterment Secured

Reimbursements

Requested Amount Requested Amount Reason




Physical Damage Claim File Review Worksheet

ClaimID

Additional Comments and Notes



PIP Claim File Review Worksheet

Company Company Number Examiner Date Examined
insured Name Policy Number Claim ID
Ceded Commercial Personal Loss Date Loss Notice Reported By
Calendar Days-Receipt of Loss: Business Days - Uninjured Insured:

Notice of Injury Date Contacted Form Mailed Meds Wages
insured
Clmnt 1
Cimnt 2
Cimnt 3

Performance Standards

insured Claimant#1 Claimant#2 Claimant#3
Business Days Before Injured Party Contacted:
Business Days Before PIP Form Mailed:
Adverse carrier notified of tort eligibility?

insured Claimant#1 Claimant#2 Claimant#3
Is there adéquate medical documentation?

Was an independent medical exam performed?
if s0, what date was the IME performed?

Was a medical bill/peer review done?

Benefits coordinated with health carrier?

Verification obtained if no carrier?
Was liability explained? Comparative negligence considered?
Subrogation recognized? Subrogation pursued?
Reimbursements
Requested amount: Reason:
investigation
Is special handling warranted?
What type is warranted? Slv IME MBR Other
What type was the file referred for? SIU IME MBR Other

How much savings resulted from the special handling?




PIP Claim File Review Worksheet

Claim ID

Additional Comments and Notes



Bl Claim File Review Sheet

Company: Company #: Examiner: Date Examined
Insured: , Ceded: Commercial:

Claim ID: Policy ID Loss Date: Reported By:

Loss Type: Loss Notice: Calendar Days: #Erro Coverage Limit:

Date the insured was contacted:

Claimant #1 Claimant #2 Claimant #3
Injury notice date:
Date contacted:
CIB Inquiry Completed?
Was liability explained? DOR Comparative negligence considered?
Settiement clearly documented? Joint tortfeasor?
Name Date Settled Settlement amount  Coverage type
Claimant #¢
Claimant #2
Claimant #3
Bl Fraud Indicators

P.R. fists no injuries

No Police report

Damages do not match

Scene does not match

Soft tissue/long recovery
Medical bills altered

Signatures do not match
Claimants have similar allments
Multiple SSN's, DL's, and aliases
Phantom vehicle or taxi

P.O. Box given as address
Kinetics do not make sense
Gaps in medical treatment
Acord lists no injuries

Claimant not listed on P.R.
Damage minor for injuries
Vehicle unavailable

Excessive treatment for injury
Index shows claim history
Wage loss unsubstantiated
Frequent lawyer/doctor combo
Conflicting # of passengers
Claimants have priors together
Discrepancies in seating
Effective date close to loss
Claimants differ on loss facts
No ER/ or not timely

Not reported by insured/operator

Is special handling warranted?

What type is warranted? SiU
What type was the file referred for? SIU

How much savings resuited from the special handling?

Investigation Notes

MBR Other
MBR Other




Bl Claim File Review Sheet

Claim ID:

Additional Comments and Notes
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Appendix L - C.A.R. S.I.U. File Review Process

The C.A.R. Special Investigative Unit exists under the authority of Article III of the Plan
of Operation and is charged with monitoring the efforts of the Servicing Carriers to control fraud.
They conduct an annual evaluation of each Servicing Carrier’s Special Investigative Unit
including a review of fire and theft claims and injury claims from the DCD to examine the
operation and quality of investigations. '

File Selection and Review

Approximately fifty fire and theft claims are selected from the monthly accounting
shipments and S.I.U. Physical Damage Savings Log. These files are reviewed to examine the
effectiveness of the Carrier’s screening and referral process to the S.1.U., the ability of the staff
to recognize potentially fraudulent claims and the quality of the S.I.U. investigations. In
addition, C.A.R. reviews a selection of files from the DCD database involving Special
Investigation to determine the accuracy of S.I.U. savings reported to C.A.R. and the Detail Claim
Database.

Analysis and Presentation

A Summary of Review is presented to each Servicing Carrier at the conclusion of the
review. The Summary includes an analysis of the fraud screening and referral process, the time
lags for settlement, referral, and resolution of investigated cases, and the accuracy of the savings
reported to C.A.R. and the DCD.

1. Composition of the Unit
Identifies members of the unit and their training, experience, and duties.

2. Operation of the Unit
Describes the referral procedures, reporting requirements, supervisory practices
and records kept.

3. Quality of Work
Discusses the results of the file review, both from the selection of comprehensive
claims and the files investigated by the S.I.U involving all types of losses. Case
comments are included for reference where departures from the Standards are
noted.

4. Conclusions and Recommendations
Evaluates the adequacy of staffing, experience of staff, screening effectiveness,
quality of investigations, accuracy of reported savings, and compliance with the
Standards and reporting requirements. The review concludes with a general
statement of whether the S.I.U. is acceptable.
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SIU Comprehensive Screening

Company: Reviewed By: Date Reviewed: Claim#: Policy#: Effective Date:
Date of lass: Date Reported: Vehicle Purchase: Reported By:
Insured Agent

Name: #Error Lic# .D.O.B.

Performance Standards
Inconsistencies or discrepancies noted? Screening process evident in file?
Standard met for contacting involved parties? Suspicious claim referred to SIU
If unresolved, was file referred to SIU? If settled, was decision documented?

Special Investigation

Was more detailed investigation done? CAR SIU standards consulted?

Time from date of report to SIU referral: Time from referral to decision on settiement:

Claim Handling

’ [
Vehicle year Make Model VIN
Stolen/Recovered motor vehicle report? Official Fire report? NICB notified?
Preinspection done? Police recovery report? Investigation established losses?
Betterment receipts secured? Date Paid . Amount Paid CIS accessed?
Fraud Indicators

Numerous repairs before theft Recovered by insured or friend

Steering column undamaged Insured wants salvage

History of prior losses Insured slow in claim processing

Unusually low purchase price Coverage recently added

Loss within 1month of incep/exp Loss prior to registration

Behind on loan Unemployed

Claims conscious PO Box given as address

High value extras for vehicle Cleanly stripped

Totally bumed VIN does not match
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SIU Comprehensive Screening

Comments
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SIU Log Review Worksheet

Company: Claim#: Policy#: Effective Date: Date of loss: Date Reported:

knsured: #Error

Type of loss?
PIP? BI? Collision? Fire? Theft? Property Damage?

What type of investigation caused this claim to be placed on the DCD log?

Siu? IME? Engine Oil analysis? Ignition analysis?
Medical bill review? Other
Date referred

Reason referred to SIU

How was the quality of the investigation?

What is the basis for your finding?
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SIU Log Review Worksheet

Who was the investigator?

Who referred the file to the investigator?
How long to make a decision on payment?
Was reservation of rights letter sent?

Was one needed?

Do the savings claimed match your figure?
Savings claimed?

if not, amount of discrepancy?

Were savings reported correctly?

Is there a threat of 93A action?
Comments?
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DCD Log Review Worksheet

Company: Claim#: Policy#: Effective Date: Date of loss: Date Reported:

Insured: #Error

Type of loss?
PIP? Bi? Collision? Fire? Theft? Property Damage?

What type of investigation caused this claim to be placed on the DCD log?

Siu? IME? Engine Oil analysis? Ignition analysis?
Medical bil! review? Other
Date referred

Reason referred to SIU

How was the quality of the investigation?

What is the basis for your finding?
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DCD Log Review Worksheet
Who was the investigator?
Who referred the file to the investigator?
How long to make a decision on payment?
Was reservation of rights letter sent?
Was one needed?
Do the savings claimed match your figure?
Savings claimed?
¥ not, amount of discrepancy?
Were savings reported correctiy?
Is there a threat of 93A action?

Comments?
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Appendix M

Questionnaire



Appendix M - Questionnaire

Performance Standards for the Handling and -Payment
Of Claims by Servicing Carriers

Chapter 273 of the Acts of 1988, Sections 41 and 44, requires Commonwealth
Automabile Reinsurers (C.A.R.) to establish Performance Standards designed to contain costs,
ensure prompt customer service and payment of legitimate claims, and resist inflated, fraudulent,
and unwarranted claims.

The Performance Standards which C.A.R. has developed require Servicing Carriers to
establish various plans and programs. In many instances, this may only require formalizing
and/or enhancing current practices and procedures. In other instances, detailed plans and
programs will need to be developed by the Servicing Carriers to comply with the Standards.

The original questionnaire was completed by Servicing Carriers in 1990. The
information is updated periodically by Servicing Carriers.

Penalties will be assessed for non-compliance with the Performance Standards in
accordance with the explanation and schedule.
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Questionnaire

Company Code

L. Auto Body Payments

A Service Times

1. Do you have procedures designed to ensure prompt settlements of
warranted physical damage claims?

YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your procedures?

2. Do you have procedures established to permit prompt inspection of
damage and payment of auto physical damage claims?

YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your procedures?
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B. Direct Payment Plan
1. Do you have a Direct Payment Plan?

YES NO

If yes, effective date of plan

If no, target date for plan

C. Parts Cost

1. Do you have procedures to obtain discounts and pay less than full retail
price for parts?

YES NO

What internal measurements and controls do you maintain to determine
s the effectiveness of your procedures?

D. Labor Rates and Times

1. Do you have a plan designed to:

a. Seek the most competitive labor rates?
b. Resist rate increases and reduce labor rates?
c. Verify labor repair and replacement times with industry recognized
sources?
YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your plan?
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What labor rate are you paying on referral shop business?

What labor rate are you paying on non referral shop business?

E. Total Loss Payments

1. How do you determine whether a pre-insurance inspection was completed
on a vehicle?

How do you comply with the requirements that pre-insurance inspection
reports are reviewed and placed in the claim file on all total losses?

F. Towing and Storage

1. Do you have a plan to:
a. Enforce towing and storage rates and conditions as regulated?
b. Resist and reduce non-regulated charges if they are unreasonable?
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YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your plan?

G. Appraisal of Damage and Reinspections

1. Do you have guidelines for appraisers to ensure quality appraisals,
screening for suspicious claims, and compliance with existing regulations?

YES NO

2. Do you have a plan for continuing education of staff appraisers, including
fraud awareness?

YES NO _______

What internal measurements and controls do you maintain to determine
the effectiveness of your plan?

3. Do you have a plan that provides for periodic evaluation of the quality and
accuracy of independent appraisers?
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YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your plan? '

Do you have a procedure to ensure that reinspections are completed on
75% of all repaired vehicles with damage over $4,000 and 25% with
damage under $4,000, whether paid under a Direct Payment Plan or not?

YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your procedure?

Do you have a procedure to report any repair shop that is in violation of
any section of Chapter 100A to the Division of Standards, Office of
Consumer Affairs and Business Regulation, One Ashburton Place, Boston,
MA 02108?

YES NO
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What internal measurements and controls do you maintain to determine
the effectiveness of your plan?

L 1. Do you have procedures established to comply with the claim
requirements of the mandatory preinspection program, Regulation 211
CMR 94.00?
N YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your procedures? '

Il.  Fraud- Auto Physical Damage and Property Damage Claims
B. Fraud Handling
1. Briefly describe the operation of your Special Investigative Unit. Include

staff level and number, types of cases handled, screening process, and
procedures for referrals to the S.I.U..
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What infernal l < 4 i 10 determi

the effectiveness of your programs?

What internal measurements and controls do you maintain to determine
the effectiveness of your handling of suspicious physical damage claims?

for special investigation.

-

C. Fraud Training

1. Do you have a plan that provides for on-going training of fraud awareness
and the identification of suspicious claims?

YES NO

9 - ol iny
and handling of suspected fraudulent claims?

Does your Speﬁgélnvestigative Unitﬁaldle bodily injury claims?
YES NO

1L Fraud—BOd’lffIrﬁ'&?&ga{ﬁ{'{ﬁe number and level of staff to whom suspicious bodily
A.  Normal ﬁ%lﬁg}gﬂfg éeferred.

1. Damage disputed cases — cases 1n suit
a Do yau haveal itigaﬁnn Management Prngram?
TES NU
b. Do you have an Alternative Dispute Resolution Program?
YES NO

1






Iv.

Do you have a plan designed to deal with claims involving exaggerated
damages or injuries which includes a strategy for concluding those cases
at a reasonable amount?

YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your plan?

No Fault PIP Benefits Handling

C.

Medical Management

1.

Do you have a plan which determines whether medical treatment and
expenses are reasonable, necessary, and related to the auto accident?

YES NO
Does your plan include consideration of Independent Medical Exams,
Medical Bill Reviews, use of Preferred Provider Organizations, Managed
Care Programs, and/or Expert Medical Systems?

YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your plan?
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V. Glass

1. Do you have a plan that effects prompt repair or replacement of damaged
or broken glass at a fair and competitive cost?

YES NO

2. Do you have a plan to screen all glass bills and obtain reasonable
discounts of market price lists and labor costs?

YES NO

3. Do you have a plan to address fraudulent glass claims including inspection
or reinspection of a representative sampling of all glass losses?

’ YES NO___

What internal measurements and controls do you maintain to determine
the effectiveness of your plan?

VI. Voluntary/Ceded Claim Handling Differential
1. Is there any difference in claim handling between policies insured
voluntarily and those ceded to C.A.R., with the exception of statistical
coding?

YES NO
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VII. Expenses

1. Do you have a program which establishes guidelines that control claim
adjustment expenses?

YES NO_______

What internal measurements and controls do you maintain to determine
the effectiveness of your procedures?

2. Do you have a program which establishes guidelines for controlling legal defense
costs, including an alternative dispute resolution program?

YES NO

What internal measurements and controls do you maintain to determine
the effectiveness of your program?

3. Do you have a program that requires adjusters to review vendors’ bills for
accuracy and deduct unauthorized services?

YES NO
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What internal measurements and controls do you maintain to determine
the effectiveness of your program?
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