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IHlinois General Assembly - Full Text of HB2330 Page I of 5

94TH GENEFRAL ASSEMBLY
State of Illinois

2005 and 2006
HB2330

SYNOPSIS AS INTRODUCED:

215 ILCS 5/155.42 new

Amends the Illinois Insurance Code. Prohibits insurers from
raguiring vehicles to be repaired at specific repalr fecillities.
Reguires that, before an insurer recommends a specific repair
facility, the claimant must request a referral. Requires the
insurer to prominently display any suggestion or recommendation
of a repair facility in the insurance contract and to not limit
or discount the reasonable basis of repair costs 1f the insured
chooses ancther repair facility. Grants powers to the Secretary
to enforce this Section. Provides civil penalties. Provides non-
exclusive examples of viclaticns. Makes insurers liable to

claimants and repailr facilities for damages from violations.

LRBOS4 08411 LIB 38613 b

A BILL FOR
HBZ330 LEROSG4 (08421 LJB 32613 b
1 AN ACT concerning insurance.
z Be it enacted by the People of the State of Illinocis,
3 represented in the General Assembly:
4 Section 5. The Illincis Insurance Code is amended by adding
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inois General Assembly - Full Text of HB2330 Page 2 of 5

&) Section 155.42 as follows:

6 {215 ILCS 5/155.42 new)

7 Sec. 155.42. Auto collision repairx facilities.

8 {a) No insurer shall reguire that a moter vehicle be

& repaired at a specific yepair facility, as defined in
10 subsection (b) of Section 155.29 of this Code.
i1 {b) No insurer shall suggest or recommend that a moetor

1z vehicle be repalred at a specific repailr facility unless a

13 refervral expressly reguested by the claimant, If 3

14 recommendation is reguested and 1s accepted by

15 the insurer shall cause the damaged vehicie to be restored to
i6 its condition pricr to the losgs at no additional cost to the
I imant obther than as stated in the policy or as otherwise
18 allowed by 1

19 If the recommendation of an automotive repair facility is
20 made orally, and if the oral recommendation is accepted by the
21 claimant, the insurer shall provide the information contained
22 in the writften notice reguired by this paracraph te the

23 claimant at the time the recommendation is made. The insurer
24 shall send the written notice regquired by this paragraph to the
25 claimant wi _calendar davs from acceptance of the oral
26 recompendation. The written notice reguired by this paragraph
27 shall include the following statement plainly printed in no
28 less than 10-point type:
29 "WE ARE PROHIBITED BY LAW FROM REQUIRING THAT REPATRS BE
30 DONE AT A SPECIFIC AUTOMOTIVE REPATR FACTILITY. YOU ARF
31 TO SELECT THE AUTC BODY REPAIR FACILITY TO REPATR DAMAGE
32 COVERED BY US. WE HAVE RECOMMENDED AN AUTOMOT:

HB2320 -2 - LRBG24 08411 LJIB 38613 b

i FACILITY THAT WILL REPAIR YOUR DAMAGED MOTOR VEHICLE. IF YOU
2 AGREE TC USE OUR RECOMMENDED AUTCMOTIVE REPAIR FACILITY, WE

3 WILL CAUSE THE DAMAGED MOTOR VEHICLE TO EE RES iTs

4 CONDITION PRIOR TO THE LOSS AT NO ADDITICNAL COST TG YOU OTHER

2 THAN AS STATED IN THE INSURANCE POLICY OR CTHERWISE ALLOWED BY
6 LAW. TF YOU EXPERIENCE A PROBLEM WITH THE REPAIR OF YOUR MOTOR
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Illinois General Assembly - Full Text of HB2330 Page 3 of 5

7 VEHICLE, PLEASE CONTACT US IMMEDIATELY FOR ASSISTANCE.".

8 {c) Except as provided in this Section, after the claimant
9 has chosen a repair facility, the insurer shall not suggest or
10 recommend that the claimant select a different automotive
11 repalr facility.
12 {d) An insurer that suggests or recommends in the insurance
13 contract that a motor vehicle be repaired at a particular
14 _facility (i} shall prominently disclose the contractual
16
17 insurer and (ii) if
18 vehicle repaired at the repair facility of his or her cheice in
19 his or her relevant market area, the insurer shall not limit or
20 discount the reascnable basis of repair costs as defined in
21 paragraph 6 of Section 70 of the Automctive Collision Hepair
22 Aot based on charges that would have been incurred had the
23 motor vehicle been repaired by the insurer’s suggested or
24 recommended repair facility.
25 {e) For purposes of this Section:
26 "Any person' or "perscn” means any perscon who 1s employed
27 by or subcontracted by an insurance company or agent or
28 g firm involved in handling the insurance claim,
29 "Claimant” means a first party claimant or insured or a
30 third party claimant who asserts a right of recovery for motor
31 vehicle repairs under an insurance policy.
32 "Relevant market area” for an automotive collision
33 r lticensed under Section 5-301 of the Tlilinocisz Vehicle
34 Code means the ares within 10 miles of the established place of
35 business of the repairer located in a county with a population
36 the area within 15 miles of the

HB2330 -3 - LRBCS4 08411 LJB 3B6i3 b

L established place of business of the repairer locat in a

a county with a population of less than 300,000.

3 {(f) The powers of the Secretary tc enforce this Section

4 shall include those granted in Section 425 of this Code.

5
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IHinois General Assembly - Full Text of HB2330 Page 4 of 5

(g) Any person who engages in any activity that violates

6 this Section is liable to the State for a civil penalty Lo be
7 determined by the Secretary not to exceed 35,000 for each
8 violation or, if the act or practice ig willful, a civil
9 penalty not to exceed $10,000 for each vielation. The Secretary
1C shall have the discretion to estabklish what constitutes a
i1 violation. When viclations resulting from the issuvance,
12 amendment, or servicing of a policy or endorsement are
13 inadvertent, ail of those pe a single
14 violation for the purposes of this Section.
15 E violaticn of this Section shatl include,
16 limited to:
17 (1} Alluding te or suggesting that the insurer shall
18 participate in the warranty of or guaraniee the repairs by
19 a recommended repalr facility, unless the insurer has in
20 writing expressliy exercised the option to repair as alicwed
23 in the insurance policy. Once the insurer has exercised the
22 option to repair, the insurer shall then assume full
23 warranty and liability for the repairs.
24 (2) Implving or suggesting that an autoc body repair
25 shop chosen by the claimant is somehow inferiocr or
\ 26 inconvenient to a repair shop on the insura
21 list of repair shops,
28 (3] Tying of services. Unless 1%t is in accordance with
29 the insurance policy or applicable law, no pergon shall
30 imply, suggest,
31 ion to pay for the claimant's lesses in money shall be
32 compromised cor in way di
33 chooses to use the repair facility of his or her choice.
34 Failiure to disclese to the claimant alt the time
3t the insurer or third party representative
36 the use of a designated repair facility in con
HBZ2330 - 4 - LRBOS4 08411 LJB 38613 b
i settliing or
z peclicies of
3
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Illinois General Assembly - Full Text of HB2330 Page 5 of §

in

representative has agreed to discounts or concassions in

4 carts, laber, materials, or procedures as specified by the
> insurer that is not transferable to the clalimant, if the

6 concessions or discounts do exist.

g (5) Engagement in any act of cecercion or intimidation

8 causing or intending to cause any licensed automobile

9 repair shop to vicliate the Automotive Collision Repair Act
19 as a reguirement to join or remain on any insurance company
i raferral list.
12 (R) Violators of this Section are liable for any damages
i3 suffered by the claimant or repair facility, including atforney
14 £
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{Previgus entry: "AIG Appralser Dees Not Play Well With Others”] [Main Index]

03/10/2005: "The Fight Within. What Side of {he DRP Battle
Are You On?"

vou can feel the rumbling. The foundation of our industry is shaking. The cause is deep,
deep in the souls of the men and women who run the 40 or 50 thousand body shops
across this country. It's been shaken before, but like the latest complaints from Mount St.
Helens, little has come of it. Scientists have no idea when that miserable mountain wil
explode again. It can't be predicted. Collision repair industry “experts” have no idea
whether the pressure built up over the decades from the mix of repairers and insurers wiil
find that little crack needed to release energy explosive enough ta change the fandscape
of the coltision repair industry.

Whether you are pro DRP, anti DRP or semewhere in between, vou cannot ignore that it
is a contentious issue. In fact it is dividing our industry like slavery did to our country one
hundred and fifty years ago. Many are opposed to the DRP philosophy but are forced to
participate to survive. Other shops are willing to prostitute themselves completely for the
promise of a full shop. And then there are those shop owners who have held firm and
refuse to participate in any program under any circumstances.

For the purpose of disclesure, T'li tell you that my shop has three DRP's. They account for
less than 10% percent of my work, and most of that work I would get already because
the vehicles are the makes that our dealership sells. These companies pay the highest
labor rates of all the insurance companies in the area, and they do not allow aftermarket
parts. One comparny, in fact, won't even allow us to use LKQ parts. These are basically
direct pay relationships.

Many would find my active participation in trying to outiaw DRP relationships strange. It's
not at all. I could care less if I had them or not. I wouldn't lose a dime if they disappeared
tomorrow. In fact, my bottom line would fatten faster than Kirstie Alley working in a
bakery. Without the signed contracts between the DRP shops in my area and the
notoricusly stingy insurance campanies like Nationwide, Progressive, Alistate, Liberty
Mutual (Did I forget anyone?) labor rates would rise. At least in theory, anyway. we'd still
have those geniuses, you know, the nominees for the Nobel prize iIn business, who would
post labor rates at or below what the insurance companies think we should be paid.

we've all read about the kickback schemes between some large independent insurance
agencies and even larger insurance companies. The insurance companies have been
secretly paying insurance agents to push a particular policy on thelr customers. Insurance
customers have been paying millions more than they should have paid for their insurance
coverage because instead of working for the client, the agent was realiy working for the
insurance company. And even though the insurance company had to pay the agent for
the referral, the inflated price of a policy made up the difference. Remember now, even
though it appears that the cost to the insurance company in this scheme is more, and
that they are sacrificing profit for business, they are actually making higher profits
because they don’t have to compete with other insurance companies for the consumer’s
business. The agent is being compensated to steer his customer to the insurance
company that is the highest bidder. The agent makes more than just a normal
commission. The agent alsc gets that kickback. The insurance company makes more
money and the agent makes more money. The consumer, however, gets screwed. Gee,
what a surprise. Consumers getting screwed by the insurance industry. 1 never wouid
have believed it if I hadn't seen it for myself.

Now let’s analyze the typical Progressive or Naticnwide,or any other cheapskate
insurance company, DRP relationship with a body shop. It's much like the payola

3/10/2005
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relationship with the insurance agent, only it's worse. There are stilf three parties
involved, but this time, only one of the three parties makes money. In the payola scheme
both the agent and insurer profited, In the DRP scheme, only the insurer profits. I can
heatr many of you now. “That's crap. We're a DRP and we make plenty of money!”

Do you really?

in the typical DRP relationship, with one of the big, cheap insurance companies, the
repair shop has to give up something. The shop has to offer discounts on parts or labor or
both. If the shop owner is sharp enough to get an agreement with one of these insurers
without giving discounts, he has to give up his integrity by agreeing to use counterfeit
parts. Folks, using the terms “quatity replacement parts,” “aftermarket parts,” "non-
OEM,” “alternative replacement parts” or any cther euphemism the insurance industry
comes up with in the future, does not change that these parts are nothing more than
counterfeits.

Think about it. You buy a Rolex from some homeboy in New York City. Lt works fine. It
tells time. Your girlfriend thinks you are so hot now because you wear a Rolex. She thinks
it's the real deal. Do you think she'd be as impressed If you toid her it was a counterfeit?
It looks as good and works as good as a real Rolex. Don't you think there’s some value to
an item or product actuaily being what it is presented as. Hey, I'd love to knock off some
fifty dollar bilis on my Hewlett packard. They look the same, function the same, what’s
the problem? A counterfeit by any other name is stil a counterfeit. Car companies have
spent years and paid engineers millicns developing their products. Bumpers, hoods,
fenders all cantribute to the brand and its appeal. Then along comes a bunch of little
communists who copy these parts (very poorly) and make a fortune flooding the US with
counterfeit recycted beer cans.

Shop owners who conspire with insurance companies to steal from car owners by
instalting inferior counterfeit parts are sefling their integrity in return faor an empty
promise from the insurance companies to keep their bays full of wrecks. So if you are
slick enough to get an agreement with the insurance company that doesn’t include
discounts, and you just have to keep that percentage of counterfeit parts use at a level
they find acceptable, you are still losing.

But it gets worse. Not only do you tose, but you cause the consumer to lose. Are all your
customers aware of the commie beer cans pretending to be fenders on their vehictes? If
you are a Nationwide DRP you know that they will write counterfeit parts on any vehicle,
aven if is brand new car with one mile on it. If the part is available, you have to use it.
How rmany consumers would witlingly go along with that? How many repairers are cold
hearted enough to sleep at night knowing they just put junk paris on someone’s birand
new car? The vehicle owner is no longer your customer, the insurance company is. They
are also your business manager because you are foltowing the business modet they set up
for you. Congratulations on your new position.

vou damn fools are selling yoursetves like a bunch crack addicted ghetto whores. It's
almost comical. It would be a riot if it weren't screwing up the entire collision repair
industry. The insurance industry wiggted some smelly bait in frant of your faces and you
took it, hook line and sinker. Sure, you have a parking lot full of work. Oh yeah, you've
just added on and hired and army of office staff to do all the extra paperwork. Look at
you! You're going places, To fall for this is to believe that you need the insurance
companies to be successful, They've convinced you that you can afford to offer them a
volume discount. The nsurance Industry has relied en your ignorance of business and
econemics to hoodwink you inte selling your soul to satisfy their insatiable appetite for
profiis.

I have nothing against profits, Profits are great. But where are your profits? Where are
your honest, proudly earned profits. I'll teli you where they are. They are in the accounts
of Progressive, Nationwide, Allstate, Met-Life, The Hartford.....

You're an entrepreneur. You are not supposed to believe in wealth distribution, That's a

socialist's concept, But by participating in the DRP programs, by being the addicted
whores to the profit hungry Progressive Pimps, you are redistributing weaith. You are

http://www.bodyshopsolutions.com/blog/archives/OOOOOO%.html 3/10/2005
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taking it from your consumer, adding a big chunk of your wealth to the pot and handing it
over to the insurance industry, You are participating in a socialist program so the big
insurance companies can advertise the lowest rates. You are helping to subsidize the bad
drivers. You are helping to fili the pockets of atiorneys who make a living suing insurance
companies. You are the path of least resistance. The insurers can't win against the
attorneys, so they are picking on youh. They are capitalizing on your stupidity.

You must never forget one of the most important concepts in your business. You can not
offer a volume discount on labor. Labor can not be stored. It cannot be liquidated, Labor
cannot be shipped to another store across the country where it is more in demand. Labor
is only consumed in real time. until collision repair processas can be automated, you
cannot produce more with fewer people unless your gperation is now run inefficiently.
Someday we will be able offer insurers discounts on these processes. Someday there wili
be machlnes to do everything and all we'lt have to do is add another machine or run them
longer. We have already driven away half of our workforce. Few people want £o do what
we do for the little we get paid. DRP's just make it worse.

The DRP only benefits the insurance company. It steals from the shops and it steals from
the consumers. Attorneys General across the country are beginning to smell the stink
from the DRP pit. Just recently, after working with the Auto Body Association of
Connecticut, Attorney Generai Richard Blumenthal announced that he was calling for the
Insurance Commissioner to be an efected official Instead of being appointed by the
Governor. Between the payola scam he was investigating and the ABAC's complaints,
Blumenthal got a first hand look at the shenanigans in the Insurance Department. He saw
a clear bias toward theinsurance industry and understands that it is contrary to the
department’s mission.

I'm happy to say that a bill has made it oul of legislative cornmittee that would require
the Insurance Commissioner to an elected official, answerable only to the citizens of
Connecticut, There is also a bili making its way through the legisiature that would outlaw
DRP’s in Connecticut, The same bill puts auto damage appraisers under the watch of
Connecticut’s Consumer Protection office. Appraisers would be held accountable for their
actions, and hopefully, they would become “independent” like they are supposed to be.

Unfortunately, the slimeballs ruling from the insurance castle in Hartford have introduced
their own bill. It's a doozey too. Essentially, it makes the insurance company the
customer and takes ali control of the repaly from the vehicle owner. Shaps would have o
turn over all invoices and paperwork related to the repair for the insurers’ inspection.
Repairers could only repalr a vehicle by the insurance estimate, and the vehicle owner
would be obligated to have alt repairs done. Shops would have to allow reinspections by
insurers at the shop during the repair. The bill is ridiculous. But we are taking no chances.
We are working hard to ensure this bill becomes recyclable material,

%

The battle is on. Three Connecticut shops have filed a class action lawsult against The
Hartford for steering work to their many DRP shops. Many Hartford DRP shaps have been
served with papers and ordered to produce piles of records. The Associated Press is
working on an article about the ABAC's fight with the almighty, powerful insurance
industry. DRP shaps are defending their choice to prostitute themselves. And the
Connecticut Automative Retailers Association has decided to fight the ABAC and oppose
the anti-steering, ant-DRP bill now making its way through the legislature. Interestingly,
CARA’s Legislative Chairman is Ken Crowley, owner of a large chain of dealerships and
one of the biggest DRP whores in the state. Ge figure.

How's the battie in your state? Are you doing anything, or are you just complaining,
Replies: 1 Comment

1 agree with you and I am writing my own radio commercials and hammering DRP's and
Insurer recomended repair facilities. I recieved an anchymous phene call from a male
voice stating that since [ did not like working for Insurance companies he would make
sure | did not get anymore Insurance work! I wrote an ad just for him. I hope he cringes
every time i runs,

http:/fwww.body shopsolutions.com/blog/archives/ 00000046.html 3/10/2005
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Montana Passes All or Nothing DRP Bill to Stop
Steering

© 2005 by Collisionyy sek. All rights reserved. No part of this publication may ba reproduced of
transmitted by any me ans without perrmigsion In writing from the publisher.

Awalting the Governor's signature is a bill that supporters hope will
put an end to s eering in the state.

Introduced in February by Montana's leading Republican
Senator Bob <eenan and billed as legislation to prevent
insurers from steering consumers to body shops, Moritana
Senate Bill 348 has passed both the House and Senate and is
now on the Governor's desk awaiting signature. While the bill
appears designed to eliminate steering and provide a level
playing field for repairers, it specifically eliminates insurer
liability for werk performed outside of its referral network.

Already on the books in Montana was a law that prevents
insurers from requiring that a person use a particular
automobile bady repair business. Existing law further states
that insurers may not intimidate, coerce, or threaten an insured
person to use: a particular automobile body repair business.

Repairers co nmonly complain however that insurers
circumvent tt is type of law using & common practice where
insurers stee’ consumers by saying that they guarantee the
repair at their DRP shop, implying that any shop outside of their
recommended group is not guaranteed in any way, may cost
more, and rmi iy take longer to repair their car. This is a powerful
argument to 3 consumer.

Gene Dziza , shop owner and head of the Legislative
Committee for the Montana Collision Repair Specialists,
explained theit the problem with this system is that plenty of
shops may b qualified to be on an insurers DRP program, and
do the same of higher quality work, but they never get the
chance, and work is steered miles away from their shop.

“With the exception of State Farm, and possibly the Farm
Bureau, the insurers in Montana operate very closed DRFP
systems. If y ou wanted to join a particutar DRP program, you
are told that ‘hey already have enough shops in their program;

http://www,collisionweek.com/cw/netvs/2005/f05-0421-mtLaw.asp

_PaGE @1

4/21/2005



§4/21/2005 13:46  262-763-9223 JIMS AUTO BODY PAGE 87
. CollisionWeek Feature - MONANS FASSES ALL UL INUULIE LA A1k v iy =00 »

they won't even talk to you. You don't even get a chance to see
the criteria for joining their DRP, let alone get the chance to
quaiify for it,” explained Dziza.

The intent of t 1@ Montana bill is to require that insurers wishing
to operate a L RP program in the state operate it openly and
fairly. “We dor't want to micro-manage the criteria an insurer
uses to qualify shops for their DRP, as long as it's the same for
every shop, we just want it to be fair. When you run this idea by
a legislator thi: response is always ‘That sounds fair.”

X SB 388 has saveral facets affecting the operation of DRP
programs in Montana. First, and most importantly, it says that
an insurer may not limit the number of shops participating in its

DRP program, provided the shops applying to participate meet
certain minim Jm requirements, which are made available to ail
shops on an equal basis.

% Second, the Lill says that upon request, “the insurance
company shall provide” (read as: legally must provide), a list of
all shops reationably close or convenient to the insured and

willing to pro\ide services that meet the insurance company's
criteria.

To its credit £s ‘anti-steering’ legislation, the bill also says that if
the ingured p arson requests [the list], the insurance company
shall inform the consumer that they may use any shop at their
sole discretian. In almost the same breath, the bill goes on to
say that “If th2 insured person uses an automobile body repair
business or location that is not on [the list], the insurance
company may not be held liable for any repair work performed
by the [shop] chosen by the insured person.” They are legally
?:t required 10 guarantee the work, nor can they be held liable
ri.

By putting inlo law the insurers ability to overtly offer or deny
their guarant 2e of repair work, the law may unintentionally have
made steering easier.

* In Massachusetts, repairers are addressing this grayrarea of

insurer guar: ntees by proposing legislation that would make it
ilegal for ins Jrers to offer any guarantee, whether the shop has
an agreement with an insurer or not. According to Steve
Regan, of thi: Massachusetfs Auto Body Association, during
meetings of 1 he legislative “Auto Body Working Group” in
Massachuse!ts insurers admitted that they never actually paid
out on any g Jarantees because their agreements/contracts
with shops required the shop to indemnify the insurer.

“The legislatrs participating in the “working group® were

http:/fwww collisionweek.com/cw/nevs/2005/£05-042 1 -mtLaw.asp 4/21/2005
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convinced by (AABA’s position that the insurer guaraniee was
used more as a tactic to sway consumer choice, rather than
offering a sub:tantive guarantee to the insured,” said Regan.
“In fact, the leyisiators incorporated into our proposed bill,
language that would make it fllegal for an insurer to even
suggest in wrting of verbally that they would guarantee the
repairs. The k gislators agreed that the offer of a guarantee
was likely the single biggest tool used by insurers to steer
work,” conclucled Regan.

‘The new bill it Montana could possibly take that practice of
guaranteeing referral work out of the gray area and turn it into a

near legal requirement.

Dziza disagress, “Everyone knows the intent of this law, from
the insurers and the Insurance Commissioner, to the legislative
body. And the legislators have already warned that if the
insurers try to get around this law as is intended, they will
come back next year and make DRP programs illegal
altogether.” Dziza expects that the smaller insurers that have
only one or tvro DRP shops per city, will likely pull their DRP
program altogiether, rather than bear the expense of
administering a2 DRP program under the new law, along with
the shop evaluation program and DRP fist maintenance that

must necess: rily accompany it.

Dziza said thiat some of the insurance company lobbyists had
fought the bill saying that the state was trying to tell them how
to run their business by statue. "Our response was, well, by
statute, we tell people to buy your product, so shouldn’t we, by

statute, protect those people?”

Dziza contint ed, “i disagree with people that categorically
classify direc: repair as an inherently evil process. Shops that
participate in State Farm's Service First program seem to agree
universally that it is a great program. The program is open to all
shops that ar2 willing and are qualified. Now, with the passage
of SB388, all insurers that continue 1o administer a direct repair
program in N ontana will have to offer fa similar program]”

“There are lepitimate service advantages to direct repair. If you
take away prcing and the ability to exciude certain repair shops
from particip:iting, the programs can be friendly to both
consumers and repairers. State Farm has created a model for
us that works; well for everyone.”

The measure: passed in the Senate with a vote of 50-0 and in
the House, 95-4. It was sent to the Governor on April 16, and
could become law any day. Once it is signed, it will become
effective October 1.
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“We really hop ¢ SB 388 changes the industry for the better,”

concluded Dzjza.
& 7005 CollsionWeek All Aghts reserved, No part of this publication may be reproguced or

transmitted by any me s without permission In writing from the pubtlisher.
o

Finat amen ded and passed version of Montana Senate gilt 388

AMENDING SECTIONS 33-18-224 AND 33-18-1006, MCA,
BE IT ENACTEL BY THE LEGISLATURE OF THE STATE OF MONT. ANA;
Section 1. Soction 33-18-224, MCA, is amended to read:

33.18-224. Designation of specific automobile bedy body repair
shope businosges prohibited. (1) An insurance company, including its
producers and ¢ djusters, that issues of renews a policy of insurance in this

state covering, i whole or in part, a motor vehicie may not

() require that a person insured under the policy use a particular

autornobile body repair business or iocation; or

(b) engage in any act or practice that intimidates, coerces, or threatens
an insured person or that provides an incentive or inducement for an

insurad person to use a particular automobile hody repair business or

focation.

(2) (8) Exceit as provided in subsection (2)(b), if an insurance company
has _direct_rep:ir_programs _with_automobile body_repair businesses or
locations, the hisurance company may_not limit the number of automobile
body_repair bu sinesses_or locations with whom it maintains direct repair

programs.

(b} An inswance company may limit_the number of automobile body

repair businesties or locations _participating in the insurance company’s

direct_repair_grogram fo_those automobile body repair buginesses or
jocations that c amply with the provisions of subsettion (2)(c). An insurance

company is nol_required to establish a direct repair program in a _particular

http:/rwww.collisionweek.com/ew/ney 7s/2005/05-042 1 -mtLaw.asp
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arket_ares in Qich__tp,e_inﬁyﬁmceucgmganﬁ&.numm@pf_ppﬂghdgm

does not_suppor _establishing a direct repair program with any automa hite

body repair busir ess or lacation.

__{e) Upon requast, the insumnﬂgﬂmmwﬁbﬁllpmvidgw@boulpﬂudEp_&;

or bies, the insured person with a list that _includes afl_autormobite body
repair businesse s or locations that a re reasonably close or conyenient to the
insured person_;ind willing to provide setvices and that meet the insurance

company's gritelia_regarding whether the & utomobike_body _repair business

or location;
(i) possesses the equipment necessary 1o undertake repairs;

__(if) undertak:s training of management and_technical _personnel with
respect to repgil information and the claims process;

__{ii) agrees f: perform quality repairs at the, prevailing competitive market

price and that n eet reasonable industry repair standards;

__{iv) agrees t» warrant the quality of work, inciuding refinishing, in_writing
to_the insured §erson, fac @ period of not less than 1_year from the date of

repaic;

(v} agrees 'o inspection of ils repairs and services by the insurance

company_and : grees that the insurance company_may terminate the direct

repair program with the_automobile_body repair business_or location i the

repairs_and sevices are below the standards of quality requirad by the

ingurance comjxany, and

_{vi)_if requested, agrees to execute an agreement with the insurance

company_that_may_contsin_additional criteria that are_not designed to
unfairly limit_fhi2 number of automobile body repair businesses or locations

with whom the_insurance_company. maintains direct repair programs. The
additional critéria may_include criteria determined to be necassary by the

insurance comdany and designed to ensure that the automobile body repair

PAGE
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business or loca ion_has the necessary estimating systems and programs
and equipment £ ¢ communicate_electronically with the insurance company
and that the autc mobile body repair business of Jocation has taken steps to
ansure the privas y of the insurance company and the in sured person.

__{d) ! the_insy red | person requests the s Jigt provided for in subsection_(2)
{c). the insuranc: company shall inform the insured person 1 that the insured
person _may usg an automobile body repalr busines s_or location at the sole

discretion of the_ insured person.

__(3).For the prrpoases of this section, an | incentive or inducement does not

include:

__{a) providing an insured persor; with the list provided for in subsection (2)
(&) or

__{b) referring 0 a warranly issued by an automobile body repair business

or lacation.

{8)(4) The insured may usé & an automobile_body repair business or
location at the insured's sole discretion, and the insurance company shall

Inttp://wrwvw collisionweek.com/cw/ne w5/2005/f05-042 1-mtLaw.asp 4/21/2005
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pay for the reas snable and necessary cost of the automobile body-body
repair services r covered damages, less any deductible under the terms of

the poficy. This section does not require an insurer to pay more for

automobile bedy: body repair services than the Jowest prevailing market
price, as defined in 33-1 8-222.

(5) 1f_the_insured person uses an automobile body repair business of
location that is_jpton 2 list_provided for in subsection (2)(c), the insurance
company_may_ &memheiﬂjﬁm@mfot_@y_mpairmw_omﬁqmﬂﬂ the

automobile bod + repair business or location chosen by the insured person.

&XB) It is uitawful for an automobile body repair business of location 10
charge or agre? to charge an msured customer more than an uninsured

customer for any automobile body repair service.

&X7) An iusurance compary that confracts with an independent
adjuster may rot be held liable for the independent adjuster's failure to
comply with the terms of this section.

X8} For parposes of this soction, "automobile body repair business or
iocation” does 1ot include a business or location that exclusively provides

automobile glars replacement, glass repair services, or glass products.”
Section 2. Section 33-18-1006, MCA, is amended to read:

*33.48-100(:. Desist orders for prohibited practices. Violations of 33-
18.001 through 33-38-223 33.18-224 are subject to cease and desist orders
of the commiss ioner issued under 33-18-1004."
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Minnesota laws considered victories for state's collision repair
shops

Jun §, 2005
Automotive Body Repair Naws

Minnesota's Governor Tim Pawlenty was praised this week by the Alllance of Automotive Service
Providers, Minnesota, (AASP-MN) for signing two shop-refated laws that go into effect Aug. 1.

The first law excludes the cost of repairing air bag systems from the threshold for requiring that
consumers have their vehicle fitle stamped "salvage.” AASP-MN argued that consumers who have
air bag systems property repaired should not be penalized by having the value of their vehicle
reduced by virtue of the salvage title stamp. Passed unanimously in both bodies of the state’s
legislature, the new law will not change the authority of insurers to declare vehicles a total loss, but it
should allow more vehicles to go through the retail repair stream, said Judell Anderson, AASP-MN
executive director.

The second bill establishes a word track that insurers must use in their claims-handling process. The

@ statutory tanguage makes it ¢lear to the insured that they have the right to choose a repair shop.

Furthermore, under the new law, insurers must stop any effort to influence an insured's decision
regarding where to have their vehicle repaired as soon as the insured indicates that they have

selected a repair shop.

“In my opinion, the real strength of this legislation is in the provision that prohibits an insurer from
attempting to influence an insured’s or claimant’s choice of shop, once the vehicle owner has made
it known that they have selected a specific repair shop,” said Anderson. “At the point Joe Smith says,
‘I want to take my vehicle to ABC Auto Body,” that's the end of the conversation. The insurer can’t go
on to make claims about the alleged benefits of staying within its network of shops. Now it's up to
the shops lo educate customers fo make their shop selection known immaediately, at the time the
claim is reported.”

Specifically, the foliowing fanguage {underiined) will be added to tha Minnesota Fair Claims
Practices Statute: “...the following acts by an insurer, adjuster, or a self-insured or self-insurance
administrator constituie unfair settfement practices:

againgst an insured fo use a particular contractor or repair shop. Consumer benefits included within
preferred vendor programs must not be considered an ingentive or inducement. At the time a claim
is reported, the insurer must provide the following advisory fo the insured or claimant;

policy will cover the reasonable costs of repairing your vehicle fo its pre-accident
condition no matter where you have repairs made. Have vou selected a repair shop or
would you like a referral?”

After an insured has indicated that the insured has selected a repair shop, the insurer must cease all
efforts o influence the insured's or claimant’s choice of repair shop;”
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2.21 automobile dealer, failiing to offer one of
2.22 of settlement:

2.23 nsts, including reasonable towing costs,
2.24 spair of the motor vehicle. Satisfactory
2.25 of both obvicus and hidden damage as

7,28 c cident. Tnis assumption of cost may be
2.21 pl policy provision; or

2.28 o offer settlement sufficient to pay for

2.29 tory repalr the vehicle. Satisfactory repair

.30 includes repair of obviocus and hidden damage caussed by the claim
-.31 incidensz, and includes reasonable towing costs;

z2.32 {3y regardless of whether rhe lcoss was teobal or partial, in

7 3% the event that a damaged vehicie of an insured cannot be safely
= 34 driven, failing to exercise the rignt to inspect automocbile

2.35 damage prior to repalr within five pusiness days following

2.36 recelpt of notification of claim. In sther cases the inspection
3.1 must ke made in 15 days; )

3.2 {4y regardless of whether rhe loss was total or partial,

3.3 requiring unreasonable travel of a claimant or insured to

3.4 inspect a replacement automobile, to obtain a repair estimate,
3.5 ro allow an insurer Lo lnspect a repair estimate, to allow an
3.6 insurer to inspect repalirs made pursuant TO policy reguirements,
3.7 or te have the automoblile repalred;

3.8 (%) regardless of whether the loss was total or partial, 11
2.9 loss of use coverage exists under the ilnsurance policy, failing
3.10 to notify an insured at the time of the insurer's acknowledgmant
4,11 of claim, or socner if inguiry is made, of the fact of the

3.12 coverage, including the policy terms and conditions affecting
313 tne soverage and the manner in which the insured can apply for
2.14 this coverage;

3.15 168) regardless of whether the loss was total or partial,

.16 failing to include the insured's deductible in the insurer’'s
3.17 demands under its cub“oga*Loh rights. Subrogation recovery must
3.18 be shared at least on a propertionate pasis with the insured,
3.1%9 unless the de”uc*lhle amcunt has been otherwise recovered by the
3.20 insurad, except that when an insurer is recovering directly from
3. 21 an uninsured third party by means of installments, the Lasured
3. 52 must receive the full deductible share as s00n as that amount 18
1,23 coilected and beafors any part of the total recovery is applied
3.24 to any other usas. No deduction for expenses may be made from
3.25 the deductible recovery unless an attorney ig retained tc

1.26 collect the recovery, in which case desduction may be made only
3.27 for a pro rata share of the Cost of retalning the attorney. &n
3.28 insured is not bound by any settlemesnt of its lnsurer's

3.29 subrogation claim with respect to the deductible amount, UnRiess
.30 +the insursd receives, as a result of the subrogation settlement,
3.G the £u11 amount of the deductible. Recovery by the insurer and
3.32 receipt by the insured of less than all of the insured's

1.233 deductiple amount does not affect the insured ‘s righits to

3.34 reccver any unreimbursed portion of the deductible from parties
1.35 liable for the loss;

3.36 (77 regquiring as a condition of payment of a cilaim that

4.1 repairs to any damaged vehlcle must be made by a particuliar

4.2 contractor or repair shop or thnat parts, other than window

4.3 glass, must be replaced with parts other than original equipnent
4.4 sarts or engaging in any act or practice of intimidation,

4.5 coercion, threat, incentive, or Lnddvﬁwmr: for or against an

4.6 u 25 t i 3 '

£.7

4,8

http://www revisor.leg state.mn.us/ bin/bldbill. php?bill=H1528.1&session=1s84 5/10/2005
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4.9 "Minnesota law gives you the right to choose a repair shop
4.10 to fix your JEFLL’E._ Your pelicy will cover fhe reascnable
4.11 coqu of repairing your vehicle to its prawaCPldeﬂu condition no
4.12 matter where you have repalrs made. Have you selected & repair
4.13 shop or would you like a referral?”

4.14 After an insured has indicated that the insured has

4.15 splebted a repalr shop, the insurer must caase all efforts to
4.16 influence the insured's or cliailmant's cholce af repalr shop;
4.17 (9% where liability is reasonably clear, failing to infocrm
4.18 +the claimant in an automoblle property damage liability claim
4.19 that the claimant may have a claim for loss of use of the

4.20 wvehicle;

4.2 {6y fairing to make a good faith assignment of comparazlive
4.22 negligence percentages in ascertaining rhe issue of liability;
4,23 {10 failing to pay any interest reguired by statute on

4.24 overdue payment for an automoblle perso iniury protacticon
4.25 faim; '

4.26 (111 if an automobile insurance policy contains elther or
4.77 bpoth of the time jimitation provisions as psrmitted by section
4.28 65RB.5%5, subdivisions 1 and 2, faiiing to notify the insured in
4,29 wr=t1rg of these limitations at least 60 days prior toe the

4.30 expiration of that time limitation;

4,31 {12y if an insurer chooses to have an insured examined as
4.372 permitted by section 65B.36, subdivisicen i, failing to notify
4.33 the insured of ali of the insured's rights and opligations under
4.34 that starute, including the right to reguest, in writing, and te
4.35 receive a copy of the report of the examination;

4.36 113 fallL“g to provide, to an insured who has submitted a
5.1 claim for mDenefits described in secticn 65B.44, a complete copy
5.2 of the zﬂsvrm*‘s claim file on the insured, excluding internal
5.2 company memeranda, ail materials that relate to any Insurance
5.4 aud investigation, materials that constitute attornsy

5.5 work-product or that gqualify for the attorney-client privilege,
5.6 and medical reviews that are subject to section 14%.604, within
5.7 ren business days of receiving a written request from the

5.8 insured. The lnsurer may charge the insured a reasonable

5.9 copying fee. This clause supersedes any inconsistent provisions
5.10 £ sections T2A.4%9 to 72A.gpb,

5.11 (14) if an automcbile policy provides for the mGjqumeﬂt GT
5.12 s=ertlement of an automobile loss due fto damaged wi indow glass,
5.13 failing to provide payment to the insured’'s chosen vendor based
5.14 on a comperitive price that 1s fair and reasonable within tne
5.15 local industry at large.

5 16 Where facts establish that a different rate in a specific

5.17 geographic area actually served by the vendor is reguired by
5.13 that market, that geographic area must be considered. his
5.1% clause does not prohikbit an insurer from recommending a vendor
5,20 +o the insured or from agreeing with a ven‘or to perform work at
5,21 an agreed-upon price, provided, however, that before

5.27 recommending a vendor, the insurer shall offer its insured the
5.23 opp srtunity to choose the vendeor. 1L the insurer recommends a
5 .24 vender, the insurer must alaso provide rhe following advisory:
5.25 i you the right to go to any giass

5.26 and prohibits me from pressuring you to
527 vendcyr.";

5,48 e the repalir or replacement of moTor

5.29 wehicle glass and related products and services be rade 1n a
5.30 particular place or shop or by a particular entity, or by

5 .31 otherwise 1imiting the ability of the insured to sslect the
5.32Z place, shop, or entity to repair or replace the motor vehicle

hitp://www.revisor.leg state.mn.us/bin/bldbill.php?bill=H1 528 . 1&session=1s84
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5.33 glass and related products and services; or

5.34 {16) engaging in any act or practice cof intimidation,

= 3% roercion, threat, incentive, or inducenent for or agalnst an
5.36 insured to use a particular company or location to provide the
&L motor vehicle glass repalr or replacement seyvices oY products.
6.2 For purposes of this sectlon, a warranty shall not be considered
6.3 an inducement or incentive.

.4 Sec. 2. [EFFECTIVE DATE.]

6.5 Section 1 is effective the day fellowing final enactment.

Please direct all comments concerning issues or legislation
to your House Member or State Senator.

For Legislative Staff or for directions to the Capitol, visit the Contact Us page.

General guestions or comments.
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