
Richard Steffen    3174 16th Street, Sacramento, CA95818

                                                                                              916-524-8046/rsteffen@pacbell.net
June 26, 2009

The Honorable Ron Calderon, Chair 

Senate Banking, Finance and Insurance Committee

Room 5066 State Capitol

Sacramento, CA 95814

RE: OPPOSITION TO AB 1200(As Amended June 25, 2009) 

Hearing Set for July 1, 2009

Dear Chairman Calderon:

On behalf of the Collision Repair Association of California (CRA), I must inform you that the CRA strongly opposes AB 1200 which was amended after the committee’s deadline. These last minute amendments are deceptive and harmful to the benefits of consumer choice.  

As the CRA has stated in prior letters to the committee, this bill should simply add one statement to Insurance Code Section 758.5. To be clear this statement is as follows: Nothing in this section shall preclude the insurer from discussing terms of the policy with the claimant.   It is now apparent that the Personal Insurance Federation of California, sponsors of the bill, wants its members to be able to steer claimants to repair facilities that have agreements with the insurers. However, the bill is crafted so that insurers do not have to reveal to claimants that the shop recommended by the insurer has a commercial business agreement with the insurer. These agreements affect the use of factory parts and repair processes. If claimants knew these provisions, many would not take the insurer’s recommendation. Instead, this bill allows insurers to discuss the benefits to the insurer and not those that might compromise the value of the vehicle after it is repaired. 

Specifically, the CRA opposes the following sections:

1. The intent language is made laughable by including a statement that “Insurers should present that information in a truthful and nondeceptive manner.” Then in Section (b)(2) a new amendment says “An insurer may provide the claimant with specific truthful and nondeceptive information regarding the services and benefits available to the claimant during the claims process pursuant to the policy.” May? Since when is telling the truth an option during the claims process? Again, strike all this language and insert: The insurer shall present information about terms of the policy in a nondeceptive manner. Inserting
“truthful” is an insult. 
Starting in October of 2007 the CRA’s lobbyist and other representatives of trade organizations, including the PIFC,  participated in meetings with Department of Insurance officials to clarify what an insurer may or may not say to a claimant who has selected an automotive repair dealer (ARD). Mr. Tony Cignarale, Deputy Insurance Commissioner, made it clear to the PIFC and others that Insurance Code Section 758.5 did not prevent an insurer from explaining provisions of the claimant’s insurance policy. In fact, the commissioner has proposed rules that state the following: “Nothing in this article restricts the ability of an insurer to explain contractural provisions of the insurance policy to the claimant…” The CRA  requests that AB1200 simply echo the proposed rules. But AB 1200 is much too broad—it would allow an insurer to discuss “benefits” it might provide a claimant during the claims handling process even when the claimant has selected a shop that is not favored by the insurer. AB 1200 would gut current law set up to protect consumers from illegal steering tactics.

The bill is deceptive in that it says the insurer may discuss benefits “pursuant to the policy.” This wording is not the same as “provisions of the policy.” State Farm offers a standard policy that openly states that if the policyholder doesn’t have a repair shop in mind, the insurer has a working relationship with selected collision repair facilities that do quality work. The CRA finds this information disclosure to be acceptable in that it prompts the policyholder to inquire about the benefits of these State Farm favored facilities. The State Farm business model is fair and in compliance with state law. AB 1200 would allow an insurer to steer claimants to the insurer’s favored shops without disclosing that it has a working relationship with these shops. AB 1200 is a bad business model for consumers.      

The CRA is an association of ARDs that ascribe to the highest standard of vehicle repair. It is the CRA’s hope that the committee will work to maintain the strong protections established through prior legislation.

Should you have any questions about the information in this letter, please contact me at 916-524-8046.

Yours truly,

(original signed by Richard Steffen)

Richard Steffen

Representing the CRA

cc. Members of the Sen. Banking Finance and Insurance Committee

      The Honorable Mary Hayashi
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