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Senate Bill 617 Is good for consumel

Testifying at the Oregon State Senate Hearing

by Anne Koppel Conway the issue, he said. So he

SALEM, OR—At a recent Oregon Senate Con- opting for neutrality.
sumer Protection Committee hearing auto body
shop owners, insurance representatives, lobby-
ists, a tech and a dissatisfied customer gave pro
and con testimony as to whether Senate Bill
617 should make it out of committee and onto
the Senate floor for a full vote. The hearing

was chaired by Oregon State Sen&orzanne
Bonamici (D).

Some people spoke to thef
Collision Standard before
and after the hearing. '

SB 617, sponsored by Ore =
gonians for Safe Auto Re-

pair (OSAR), is an anti-
collusion bill that, if passe
would prohibit insurers
from entering into direct
referral contracts with bod
shops — eliminating DRPs
(Direct Referral Programs e
in Oregon. It would also

prevent insurers from hav -,’
ing any type of office or

permanent presence withi ;
100 feet of the facility y :
where the consumer's vehg S ?’h

cle is being repaired. In :

-

.
b

Sinsurers (Insurance

addition both insurers an
other third parties that are
fmanually reSpan'ble for “I stood up for the customer, because that’s wHagslly right,” said Randy
paying for repairs to a con-pagel, owner of Lents Body Shop. -
sumer's vehicle will not be ey
able to directly influence -
or suggest how the repai‘:;
shop repairs a vehicle, in:
cluding the cost of repairg
. . $619B (14.07%)in profitsfor U
Ron Reichen owner of . i
. s | nformation I nstitute) ,
2 Precision Body & Paint t b oregonianSfOT auto Insur_ance
“Mr. Hansen,” asked Sen. Suzanne B(?’namlch “How and representing Oregon ‘t . $2B Spe“ y n |nsurance Commissioners R€p0rt)
did you decide not to become a DRP? Collision Repair Special- \; premi umS](_(())L{e—gtootal eurance repair re mbursements
Everyone at the microphone gave an opinion . . 'StS, said, “There are many $1'96’02C7)’r on' s auto body industry (BodyShop
. excepDarrell Fuller , representing Northwest 900d insurance carriers, b: paid to Oreg
Automotive Trades Association (NATA), who ~ CONSumers need protectiok
said, “I'm firmly in favor of whatever happens.” T0M rogue insurance carri
Members of NATA come down on both sides of €S Who partner with “”SC”E
(Continued on page 3, See SB 617)‘%
Interview with a DRP shop owner
Clearing up the AMP’s percentage question
by Anne Koppel Conway

companies — spoke on the condition of anonymity. For
Editor's note: In the January issue of the Collision the sake of this article, we'll call the shop owner
Standard (CS) a tech had said he believed that the DRP “Arnie.”

shop he had worked for was required by Farmers to use

70% Aftermarket Parts (AMPs) in the repair of vehicles. Arnie wanted to begin the interview by saying that he
In February a Farmers’ employee called Oregonians for “not in alignment with or supportive of the [Collision
Safe Auto Repair (OSAR) to say that the tech was “way Standard] or its beliefs.” He is speaking “because the

is

D

off base” that using 70% alternative parts is “not situation is way out of whack” and he wants to setthe ! " " !

plausible, almost laughable.” record straight. #
$

In the Standard’s February-March issue we said we “Every shop in town is working hard to do a good jobltg, . . 0)

would get to the bottom of this. So here goes. As alway$ake care of their customers — to do the right thing,” said

we give people the opportunity to remain anonymous. Thgnie. “My only interest is to shed light on what are

Farmers’ rep as well as a Greater Portland DRP shop inaccurate misrepresentations.” + #

owner — who has “relations” with 10 insurance

(Continued on page 5, See Interview with a DRP sivaper)




Editorials

Taking back the industry

Two years ago, three body shops stuck their collective necks out, knowttigetigawas a real risk of being blackballed for speaking out agléneppression of

the auto body industry by a select few insurers.

This year, over a dozen pro-consumer auto body shops showed up in Salem totesgfyort of SB 617 and show support for our industry. Only one shop spoke
against the bill. Dozens more wrote letters, called or e-maiédsinators and openly showed where they stood. The bill that is on thihisbf@ing may or may

not pass. It doesn’'t matter. The industry here in Oregon and across the UnésdsS3tarting to fight back for consumer rights. Last year, Autobody daissin
survey of the state of the industry found that one-third of DRP shops do not waahaesreferral programs, over 88% of shops overall do not want DRPs. The lav
the consumers and ethical business sense are all on our side.

We can and we will take back our industry.

News in brief around the country

Oregon Attorney General John Kroger joined other AGs in signing a leiteanany New Jersey Attorney General Anne  Milgram to Al
Chief Executive Officer Edward Liddy demanding a list of AIG employe#sgebonuses. Kroger said, “I will not tolerate corporate fraud.”

The Nevada Assembly is proposing raising the damage threshold from 65 pétbentehicle's pre-accident value to 100 percent of the

vehicle's

accident value — not counting the cost of painting the vehicle. The definitiod excllde any vehicle that is ten model years old or older or vehicles
quiring only the replacement of certain specified crash parts subb bedd or trunk lid, or a combination of parts such as a grill assembly and lieadl

For its Select Service repair facilities State Farm is suspgritdi OEM parts discounts. The insurer believes that the additiesealdit is not warranted
given the current economic climate.

In Polk County, Florida, Circuit Court, Gunder’s Auto Center has filed a slamdigiortuous interference lawsuit against State Farm, statingp¢éhiatsurer
told the Plaintiff's customers that the shop overcharges.

Eric Dinallo, the Insurance Superintendent for New York State’s Dapattof Insurance released investigation findings that represestafisome insur-
ance companies were illegally “steering” customers to designaliesion repair shops. “This very thorough investigation is reassumitigat it shows auto

viduals.

insurers are largely complying with the laws that preserve constimare,” Dinallo said.

Proposed California legislation, Assembly Bill 1179, would limit the ngitf
sessment would be written by employees of insurance companies. Thetlagbiifis to help inform and educate consumers
dent about the limited information contained in an insurer prepared Wlamage estimate/assessment.

California Department of Insurance charged GEICO with steering and 18cspases of adjusting shop labor rates downward without completing a ¢
ant labor rate survey or providing supporting evidence that their éstwaa reasonable.

With strong opposition from consumers and industry the Alabama Automotive memaand Recyclers Association (AADRA) recently claimed alkegi
tive victory by being instrumental in halting bills in hearings befoesAlabama Legislature that would have opened auto salvage pools to ediretis

In the North Carolina Senate, Bill 660 was introduced which if passed wouldereliminished value coverage to be a part of all motor vehicle liability

Damage as-
involved in an auto a

AMPs industry snapshot

A bit of background

In 2007, Keystone Automotive Industries, Inc. merge
with LKQ to become a wholly owned subsidiary of LKQ
Corporation.

Prior to the merger Keystone had been the largesim
wide provider of aftermarket collision parts (AMMP}
products sold to more than 25,000 repair shopstfiro
out the United States and Canada. LKQ was thenseco
largest AMP provider nationwide.

So number two LKQ absorbed numero uno making it a
very large “Number One” supplier of AMPs.

In Oregon, insurance companies and both independent
auto body collision repair shops and those shogisate
apart of insurance companies’ referral programs, or
DRPs, cannot — without the approval of the vehicle’
owner — install aftermarket parts unless the sqepdrt
has been certified by an independent test fadiitye at
least equivalent to the part being replaced.

The independent test facility recognized by alesigs
CAPA, Certified Auto Parts Association, a consumer
advocates group that certifies that aftermarketsgaave
equivalent quality to the part being replaced mare to
fit, finish, function and corrosion resistance.slfunded
by the insurance industry and by manufacturerdtef-a
market parts. Only about 10% of AMPs are certifigd
CAPA.

In one corner: The 15-year-old Certified Automotive
Parts Association (CAPA), somewhat battered and
bruised from its history of revamping its certifiican

process every few years, but seemingly reinvigdraiethe
addition in the last 18 months of a mandatory Vehiest fit
in order for a part to be certified.

In the other corner: Upstart challenger Manufaatar
Qualification and Validation Program (MQVP), lauech
little more than a year ago by Global Validatorghtesnew
solution to the quest for non-OEM parts qualityusaace.
Nationwide is the primary backer and advocate enrth
surance side for MQVP. Allied Insurance (a sulasigdbf
Nationwide) and Grange Insurance have also enddinged
program.

The insurance industry encourages the use of navi-OE
parts to help reduce claim costs, but has met eypthosi-
tion from some repairers and, increasingly, autarak

So in another corner we have OEMs that have cosdirio
step up the pressure on aftermarket parts manuésctle-
quest for new design patents by automakers hawstaub
tially increased over the past several years, thighmajor-
ity of those requests related to crash parts.

According to Jack Gillis, CAPA’s executive directomd
director of public affairs for the Consumer Federabf
America, these patents could significantly limitgmetition
in the crash parts market, increasing the costabmcross
the board, along with insurance premiums.

The big question
Is the fox watching
the henhouse?

" # info@oregoniansforsafeautorepair.com
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Senate Bill 617 is good for consumers

Continued from page 1

“There are many good insurance carriers, but corssimeed
protection from the rogue ones who partner withcasulous,

substandard repairers. . .”
Body and Paint.

said Ron Reichen, ooherecision

shops that don’t. DRP shops “no
longer see the repair froma cus-
tomer standpoint but from the stani
point of the guidelines they have tc
meet” through insurance companie
repair programs. “So it changes t
DRP shop’s process completely. |
oppose contracts that hurt consum
ers,” Burkhardt said.

* k% *

Shawn Miller, who is with Liberty .
Northwest and employed as an ins ¥

ance lobbyist for the property/ '
casualty industry in Oregon, spoke
opposition to 617. He first wanted {
talk about 523, the anti-steering bil
that became Oregon law in 2007,
saying that this law was adequate 1
protect Oregonians and no other

pulous, substandard repairers through bacleg
room contracts. These repairers see the in

ers as their clients, as opposed to the ownduata

the automobile being their client.”

In the 1970s insurers entered into secret d¢ i

with pre-screened repairers to get reductiof
in repair costs. These insurance contracts
created Direct Referral Programs (DRPSs)

guaranteeing that insurers would get redug
labor rates. These contracts are “motivate
profits.” The value and safety of consume|
automobiles are being compromised.

We're here to address those insurance car
that aren’t following the law and are not
maintaining the standards of the industry.

Certain repair procedures like air bag timin

DRP contracts enable insurers “to squeeze cert@ipssto

. . . o less than quality work,” said Leif Hansen, ewof
are denied by some insurers. Not allowing | eifs Auto Collision Centers.

“I oppose contracts that hurt consumers,” said Yarr
Burkhardt, owner of Custom Touch Collision Care.

’***

a{ | Randy Dage| owner of Lents Body Shop and

~ secretary of the Oregon Collision Repair Special-
; ists said, “Some insurance adjustors try to un-
safely dictate what goes into a repair.” One ad-
justor told Dagel, “Don’t put that part on that
car.”” Dagel chose not to do business with that
insurer anymore. “l stood up for the consumer,
because that's what'’s legally right.” When Dagel
stopped doing business with that company, his
business “plummeted,” he said.

He wanted the senators to know, “I am not anti-
insurance. State Farm is at the top of the list of
good companies.”

Dagel has been in business for 40 years.

pertinent repairs are unsafe repair practices,
which not only endangers customers but could
also jeopardize their vehicles’ warranties.

The supervision of Senate Bill 617 would fall
under the Unfair Trade Practices Act adminis-
tered by the Oregon Department of Justice
(DoJ). The DoJ would be able to mandate
proper controls, he said.

* * *

Oregon State Senator Larry GeorgdR)

was concerned that if insurance companies
were not in the picture as watch dogs over
costs, consumers would get gouged, that
“shops would up-charge.”

Reichen a 37-year veteran in the collision
repair industry, responded, “There’s not much
chance that repair shops would charge more”
if DRPs were no longer permitted in Oregon.
The free-enterprise system is very much alive
and well.” It puts checks on gouging. “The
market place is self-policing.”

* * *

Darryl Burkhardt , owner of Custom Touch
Collision Care, serving the community in
Gresham, Oregon, for 26 years said, “In re-
spect to controlling costs, there are four data-
base companies that give the amount of time

it takes — and the corresponding rate for a geo-
graphical area — to do a particular repair. So
the difference in rates from one body shop to
another should not vary more than $20-$30.
No onejust arbitrarily sets rates.”

The shops that have contracts with insurers
look at the repairs totally differently than

necessary. He said 523 enabled the insured » » «

to choose the shop of their choice and the  gphawn Miller:
insurer could not require the insured to go
to any particular shop. So, under 523, the
insurer educates the insured on what their
options are. “Insurers may not limit pay-
ment for repairs to return the vehicle to a
pre-loss condition relative to safety, func-
tion and appearance,” he quoted from the
law.

“Our concern for this particular

bill [617] is that it is far overreaching. We be-
lieve that passage will lead to less choice, higher
costs for the consumer and puts quality, competi-
tion and consumer convenience at risk.”

According to JD Powers and Associates, Miller
said, customers are happier when they take their
vehicles to DRP facilities than when they take
them to a body shop without a recommendation.
He reasoned, “That’s because insurers insist on
fair pricing and quality repairs of their DRP
shops, which are guaranteed by the insurer for as
long as the claimant owns the vehicle.

* * *

Leif Hansen, chairman of OSAR and
owner of Leif's Auto Collision Centers,
has been in the business 35 years.

In response to Shawn Millers comments
about 523, Hansen said, “The problem
with 523 is:

1. The insurance companies don't fol-
low the law and the insurance com-
missioner won'’t enforce it.” With-
out the threat of enforcement con-
sumers are inadequately protected
in the marketplace from unfair
treatment by insurers.

There’s a loop-hole in 523. Insur-
ance companies operate with the
full knowledge that they can at any
time, deny legitimate elements of
any repair—because current Ore-
gon law does not adequately ad-
dress consumers’ rights.

Hansen is “a certified technician who has
worked from the ground up.” His business
—not a DRP — includes seven shops with
68 employees doing about 5,000 repair
jobs a year.

Hansen The auto industry like any other indus-
try is responsible for its own customer service.

I’'m almost ashamed of body shops that say ‘I
need insurance companies to make my customers
happy.’ | need to take care of my customer ser-
vice. That's what | do as a company.

L to R: Steve Patterson, Vice President and Gefenaihcil,
Oregon Mutual; Brian Miller, Government Affairs Regenta-
tive, Farmers Insurance and Shawn Miller, LiberortRwest
and an insurance lobbyist for insurers in Oregpoks in
opposition to 617.



Senate Bill 617 is good for consumers

Continued from page 3

Shawn Miller: “SB 617 threatens the competi- cause “the initial repairs were so poor it could shops where they feel obligated to do a poor
tion and the quality of auto repair.” not be repaired correctly the second time.” repair just so they won't get blacklisted or

"

*ox ok Like “many of my colleagues have said, this
Hansen “Actually the contracts between insur-sort of business action is not practiced by all
ers and their DRP shops threaten competition insurance companies. There are good insura
and the quality of repair. SB 617 provides for companies out there. State Farm is at the pinn
no contracts between shops and insurers for a cle right now of doing the right thing at all
reason.” times. They are the standard in the industry.
Auto body shops have given State Farm an ‘A’
The contracts enable insurers “to squeeze cer-rating.
tain shops to do less than quality work. | am
known in the Northwest as a very large re- “Whereas insurers such as Progressive, GEIC
repairer. We've seen thousands of these poorlypafeco were given a ‘D’ rating because of the
repaired vehicles that have come in from other predatory practices they impose on the shops
shops.” Dozens of these jobs have gotten so btgeir programs.” Insurance companies with in-
that insurance companies have had to buy baclexperienced adjustors shouldn’t be able to co
the vehicles and mark them off as totaled, be- into a body shop and dictate to the experts whe®#
have the training on the methods of properly
repairing vehicles how a repair should be done

“Two State Farm reps are in my shop 8 hours «
day working on 10-15 claims a day. They neve
dictate to l.JS on how to rep_air a Vehic.:lél told “Ifa structral member or a mechanical componen
them that instead of chargmg the going rate of needs to be replaced, a technician should make that
$50 an hour, I was going to charge $100 an | ¢all,” said Eric Frawley, an auto body tech.

hour, they wouldn’t go for it. They do not

oppose the way vehicles are repaired in my  kicked off the insurer’s referral program.”

shops or my costs. But at the same time | am _— - _
not trying to go above the prevailing rates or Shawn Miller: SB 617 would eliminate Direct

outside the database — that dictates to 1/10 of dpePair Programs.

hour what it costs to repair a vehicle — that the Editor's Note: Everyone agreed on that one.
insurance company and my shop share.

T —

Shawn Miller: 617 is so broad it could be in-

said Don Braden, President of Kadel's Autg "So what we're asking in this bill is to stop the orpreted to even eliminate glass networks and
Body. insurance companies that are not doing the right (Continued on page 8, See SB 617)

thing from having this adverse influence over

Satisfaction Rankings of Auto Insurers in Oregon
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Interview with a DRP shop OWN@¥unes rom page s

ARNIE: “In the collision repair
family” (DRPs) “on average 70% of the parts
used are OEMs [Original Equipment

Manufacturers] parts. 10% are alternative parts,CS: What are your door rates for body and
paint and paint materials labor?

10% are used parts and 10% are reconditioned
OEMs.” ltis standard throughout the industry,
he said. “Only one in 10" [of the replacement
parts used] is an AMP.

Editor’s note: At the beginning of this article
CS mentioned the Farmers’ representative
who had contacted Oregonians for Safe Auto
Repair to disagree with the tech’s comment
regarding the percentage of AFPs used by
Farmers’ DRPs in the repair of vehicles.
During that February conversation he said,
“The rule of thumb is half [of the 70%
mentioned by the tech], realistically Farmers’
preferred shops use 35% alternative parts.”

in town is working hard to do a good job to
take care of their customers.”

ARNIE: Our rates are consistent with the
prevailing rates in the market.

Editor’s note: CS obtained information that
Arnie’s shop has a $50 door labor rate.

CS: Does Progressive go off your estimates
or do you go off of Progressive’s estimates?

ARNIE: Progressive doesn’t have DRPs.

Editor's Note: Please see the January issue
of the Collision Standard. Brent Gilmour,

for Progressive.

CS: We understand that a letter from Farmers
was sent to their preferred shops a few years
ago instructing them to use 35% AMPs when
repairing vehicles.

ARNIE: “That is a lie!l Total fabrication!”

See Farmers’ letter in box below.
CS: What is the body and paint labor rate that
you charge Farmers?

ARNIE: I'm not going to answer that.

Editor’'s note: CS obtained information that
Arnie’s shop gives Farmers a $46 body and
paint labor rate.

owner of Hyacinth Collision Centre in

Arnie further wanted to say, “Every body shop Salem, said his shop is a direct repair facility

2003 Letter stating Farmers’ goals for DRPs

Editor's note: The Collision Standard obtained a copy of the Farmers’ letter from Roy BNiten, Manager of
Claims Training & Education (current title), Farmers Insurance, that was faxed to body shop owners. The
shops that received this fax in September 2003 belonged to the insue€OD (Circle of Dependability)
program which is Farmers’ DRP (Direct Referral Program).

FARMERS

September 4, 2003
| have met with many of you over the last year and discussed our long-termrgbalgectives with our COD program . . .

Farmers continues to undergo tremendous change and refinement in our prograstabWéhed goals for this year as well
as into the future and | want to share them with you since our success or faildepenid largely on your support.

We measure success in the program with a term called KPI (Key Perferindieators) and the near target minimum ac-
ceptable level for these indicators is a combined score of 80 with a long-terhofaag®mbined score of 105. These in-
dicators are parts discounts, non-OEM parts used, and repair of damage when possible.

Parts discounts— the majority of our facilities now provide us with an OEM parts discount. Our goaidarea is to at-
tain a 10% parts discount across the board.

Non-OEM parts usage— we have made tremendous improvements in this area; however, not near where we need to be
The minimum acceptable level for this area is 35% with a goal of 45%.

Repair vs. replace- we have just [begun] to be able to measure this area. The minimum acceptaldel@xewith a
goal of 50%.

By year-end 2003 each facility must have a KPI of 80 and by year-end 2004 ebityhnfast have a KPI of 105.

It is important to remember that we would never ask you to make an impropeoreyse a substandard part nor would
we ask you to do something that is not in the best interest of your business. Theastoy®u to review our goals and
work with us to achieve them. If however, you do not feel you can work within our guidélas&syou to opt out of the
program and allow us to find a business partner more willing to work with us to obtain our\@@algant to maintain a
professional and courteous business for you as well as our coordinators and do not wate tmdadversarial] working
environment.

Sincerely, s
FARMERS INSURANCE QCOMPANY OF WASHINGTON
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Testifying on OSAR SB 617 at Oregon Senate
Consumer Protection Committee hearlng
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Oregon’s 75 legislature—in session

27

“It's the consumers
who are the ones who
pay for the insurance
coverage. When in-
surers short-pay the
repairs, the only ones
who profit are insur-
ance companies,” sai
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Your State Senators

Sen. Jason Atkinson (R), Dist. 2 Sen. David Nelson (R), Dist. 29
Capitol Phone: 503-986-1702 Capitol Phone: 503-986-1729
Email: sen.jasonatkinson@state.or.us Email: sen.davidnelson@state.or.us
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Sen. Alan C Bates (D), Dist.3 Sen. Floyd Prozanski (D), Dist. 4

Jerry Richardson,
owner of Advanced
Collision Repair in
Seaside.

on page 1.
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If you are aware of any of the following Oregon laws being abused,

please let us know. Phone: 503.572.1677
E-mail: info@oregoniansforsafeautorepair.com

Oregon laws

Editor's note: 746.287 was inadvertently omittedn the January issue.
746.287 Insurer requirement of installation of aftemarket crash part in
vehicle.

(1) Without the consent of the owner of the vehiale insurer may not re-
quire, directly or indirectly, that a motor vehiddedy and frame repair
shop supply or install any aftermarket crash paltss the part has been
certified by an independent test facility to béeatst equivalent to the part
being replaced.

(2) For purposes of this section, an aftermarkasitipart is at least equivalent
to the part being replaced if the aftermarket cyzesth is the same kind of
part and is at least the same quality with respefit, finish, function and
corrosion resistance. [1987 c.622 §3]

746.280 Designation of particular motor vehicle regir shop by insurer
prohibited, notice; limitation of costs.

The short versionOregon law prohibits insurers from requiring cansus

to get repairs to their vehicles at a particulasigigated shop. The insureds have
the right to select the motor vehicle shop of tleéivice, and the insurance ad-
juster is required to inform them of this righf.the insured elects to take the
damaged vehicle to a shop of their choice, therarstannot limit the cost of
repairs necessary to return the vehicle to itsgss-condition, other than stated
in policy or as allowed by law.

If the insured accepts the insurer's recommendati@insurer is required to
provide a written statement in three days, suchvée:have recommended a
motor vehicle repair shop. If you agree to use shigp, your vehicle will re-
ceive repairs returning it to a pre-loss conditielative to safety, function and
appearance at no additional cost to you other &lsastated in the insurance
policy, or as otherwise allowed by law.

746.285Sign in repair shop should read: PURSUANT TO ORBANSUR-
ANCE LAW, AN INSURANCE COMPANY MAY NOT REQUIRE THAT
REPAIRS BE MADE TO A MOTOR VEHICLE BY A PARTICULARPER-
SON OR REPAIR SHOP.

746.289 Insurer offer of crash part warranty.

Any insurer offering a motor vehicle insurance pylihat provides coverage
for vehicle repair shall make available to its ireghia crash part warranty for
replacement parts not made by the original equipmmamufacturer
(aftermarket parts) as described in ORS 746.292nwhquested by the in-
sured.

746.290 Notice of prohibition in policies and by gdsters.
(1) An adjuster, establishing loss under a mottiale policy shall advise the
insured of the provisions of ORS 746.280. (See/@po
(2) Every motor vehicle liability insurance politgsued in Oregon after De-
cember 31, 1977, and any extension or renewal gifétdate of a policy
issued before that date, shall be accompaniedstatament in clear and
conspicuous language regarding:
(a) The rights and responsibilities of itsured when a claim is submitted
(b) The provisions of ORS 746.280. [197784.84] (See above)
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Capitol Phone: 503-986-1703
Email: sen.alanbates@state.or.us

Capitol Phone: 503-986-1704
Email: sen.floydprozanski@state.or.us

Sen. Suzanne Bonamici (D), Dist. 17 Sen. Diane Rosenbaum (DJist. 21
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Sen. Ginny Burdick (D), Dist. 18
Capitol Phone: 503-986-1718
Email: sen.ginnyburdick@state.or.us

Sen. Bruce Starr (R), Dist. 15
Capitol Phone: 503-986-1715
Email: sen.brucestarr@state.or.us

Sen. Ma_rgaret Carter (D), Dist. 22 Sen. Chris Telfer (R), Dist. 27
Capitol Phone: 503-986-1722 Capitol Phone: 503-986-1727
Email: sen.margaretcarter@state.or.us gmail: sen.christelfer@state.or.us
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Capitol Phone: 503-986-1600
Email: sen.petercourtney@state.or.us Em
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Capitol Phone: 503-986-1705
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Capitol Phone: 503-986-1707
Email: sen.vickiwalker@state.or.us

Sen. Jackie Dingfelder (D), Dist. 23
Capitol Phone: 503-986-1445
Email: rep.jackiedingfelder@state.or.us

Sen. Doug Whitsett (R), Dist. 28
Capitol Phone: 503-986-1728
Email: sen.dougwhitsett@state.or.us

Sen. Ted Ferrioli (R), Dist. 30
Capitol Phone: 503-986-1950
Email: sen.tedferrioli@state.or.us

Sen. Jackie Winters (R), Dist. 10
Capitol Phone: 503-986-1710
Email: sen.jackiewinters@state.or.us

State Representatives

Sen. Larry George (R), Dist. 13
Capitol Phone: 503-986-1713
Email: sen.larrygeorge@state.or.us
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Capitol Phone: 503-986-1709
Email: sen.fredgirod@state.or.us

Rep. Jules Bailey (D), Dist. 42
Capitol Phone: 503-986-1442
Email: rep.juleskopelbailey@state.or.us

Sen. Mark Hass (D), Dist. 14
Capitol Phone: 503-986-1714
Email: sen.markhass@state.or.us

Rep. Jeff Barker (D), Dist. 28
Capitol Phone: 503-986-1428
Email: rep.jeffbarker@state.or.us

Rep. Phil Barnhart (D), Dist. 11
Capitol Phone: 503-986-1411
Email: rep.philbarnhart@state.or.us
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Capitol Phone: 503-986-1716
Email: sen.betsyjohnson@state.or.us

Rep. Brent Barton (D), Dist. 51
Capitol Phone: 503-986-1451
Email: rep.brentbarton@state.or.us
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Email: sen.jeffkruse@state.or.us

Rep. Cliff Bentz (R), Dist. 60
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Email: sen.rickmetsger@state.or.us

Rep. Vicki Berger (R), Dist. 20
Capitol Phone: 503-986-1420
Email: rep.vickiberger@state.or.us

Sen. Laurie Monnes Anderson (D),
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Email: sen.lauriemonnesanderson@state.or.us Rep. E. Terry Beyer(D) Dist. 12
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Email: sen.billmorrisette@state.or.us  Rep. Scott Bruun (R), Dist. 37

Capitol Phone: 503-986-1437
Sen. Frank Morse (R), Dist. 8 Email: rep.scottbruun@state.or.us
Capitol Phone: 503-986-1708
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A Heads Up for Senate Bill 617

An OSAR member received a newsletter (see copy)dtom a Portland body shop — arguably the lar@d#P shop in Oregon — urging others to call Ore§tate Senate Con-
sumer Protection committee members regarding SB& et them know that body shopsedinsurers and their contracts, not to mention diivelaim centers in their shops to
correctly fix cars . . . that body shopsedinsurers to guarantee repairs AND to provide austosatisfaction.

How embarrassing! This company’s newsletter is saying that body shugesd the insurer to babysit us, tell us how taéixs and on top of that to keep our customersyhapp
that true? Do we need insurers to babysit us?

If you agree with over 88% of all shops and ove¥oGaf contract shops that we, the business ownarsfix cars correctly, guarantee our own work aralige customer service
and satisfaction, please call these Senators d&mthe to vote YES on Senate Bill 617.

Sen. Larry George (R), 503.986.1713 Sen. Fredd3iR), 503.986.1709

Sen. Ginny Burdick (D), 503.986.1718 Sen. Suza&wmamici (D), 503.986.1717

Sen. Diane Rosenbaum (D), 503.986.1721 OR fiait #imail addresses on page 6

Help us put the customer back in the driver’s saatbring competition back into Oregon’s auto bdiustry. Call or e-mail them today.

I What you should know about SB617

Senate Bull 617 would prohibit insurance companies from maintaining an office, cubicle, desk or other
space on the premises of the person performing the service or repair or within 100 feet of the premises of a
person performing the service or repair.
Insurance companies would be prohibited from having a Drive-In or an onsite adjuster at a repair
shop. Insurance companies pick repair shops located throughout their service area to use as a Drive-In
Claims office. This is a customer service that speeds up the claim settlement process providing a con-
for your SB617 is yb current law already stipulates that the ve-
hicle owner has the right ta choose the repair facility and insurance companies cannot steer business to
the repair shops that house the Drive-In. Consumers Lose.

The following is the summary of Scnate Bill 617; valy the bolded words constitute the addendum to
Oregon Revised Statute ORS 646.608. The current Oregon Revised Statute ORS 646.608 may be re
viewed by following the link Oregon Senate Bill 617 st hop-/iwww kadels com/LinksResources. asp,

_

BNT Consumers Lose With
Senate Bill 617

FENDER
(New-is o

If SB617* is enacted consumers will be the losers.

= Consumers will lose insurance company
repair guarantees

» Consumers will experience higher auto
insurance premiums

+ Consumers will experience higher repair costs
and more out of pocket expense.

» Consumers will lose customer services
provided in their policy.

« Consumers will lose the insurance companies
industry experts oversight of their repair.

What you should know about SB617

Senate Bill 617 revises ORS 646,608 and would prohibit insurance companies from entering inte a comtract
with a person parforming a service or repair on a motor vehicle.

This is aimed at eliminating the direct repair, customer care, and repair guarantee programs developed
by your company for the benefit of your clients. Consumers lose.
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Senate Bill 617

Spanscrad by COMMITTEE ON CONSUMER PROTECTION AND PUBLIC AFFAZRS

SUMMARY
The kel swing maromary o o preparsd by B scacn of the Mestas s i B4 § part of U bod)y tereol bt
conskderanon by the Legiaistive Assenbly Ul a0 adior o boel vsiement of the caseniial fnunares of the messurs as
el et

Probiats msurers and othes finan lalty atcrosted third panses Siom ieDucncing moror vohiucle service and repair
decusons and practices. Declares visliton 1o be unlawhul bede pracuce

A BILL FOR AN ACT

Relating 10 motor vehicle repairy, cresting new provissons; and smending ORS 646 608
Be It Enacted by the People of the State of Oregon
SECTION 1. Sectiea 1 of this 2009 Act s added to aad made » part of the losurance Code.
SECTION L (1) Except a3 provided jn subsertion (1) of this soction, un insurer or sny other
porsos whe bas s Busacial iaterest ia the servicieg o repairing of s mler velicls mey sed:

Senate Bill 617 would prohibit insurance companies from influencing, directing or suggesting to a person () Eter inte & contract with & peries performing o service or repair far 1 motor

performing a service or repair on a motor vehicle to alter a recommendation as to how the vehicle owner 's e
service or repair is performed, including the cost of the service or repair. wier s
Cooperative information sharing between repair businesses and insurance companies will end. It may
alsa eliminate the use of recycled or aftermarket parts that are called for in the policy contract. Prohibit-
ing negotiations between repairer, consumer and insurance company during the course of repair that pra meter vehicle

may affect parts usage or repair methodology will offer opportunity for unrealistic pricing that would : : -—-.::-t- Wliug or child of he owner of the meter vehicle.

adversely affect future premiums. It may also create a large unexpected expense for the policy holder S & 26000 SHASIE OF SN OF She AL 6 e e o N m_....,

since the owner of the vehicle is financially responsible for the difference between what their poli .mu.m repair o .'Mhr-l “mhy" haros o agnatof -ll-r‘ —T
covers and the cost of repair. Consumers lose. -~ P £ Y e e P W -

(4) A vislanos of pubsection (1) of this section s an snlvwinl irade practice subject to ORS
X RN

(b) Influence, direct or sugges! to A persen prriorming & wervice of repalr on & motor vehicle (o
recommendalion 2 1o bow the vehicle owger » wrvice or repair 1 performed. includiag the cost of

Ihe service or repals.

(¢) Maistain sa ofMce, cubicle, desk or other 1pace on the promises of (he persaa performing the
service ar repair or within 189 feet of the promises of & pervos performing the scrvice er repair.
(3) Swbsection (1) of this section doss sot apply t6:

*Consumers Lose with SB617. Protect your clients; contact your state senator,

Go to www.leg.state.or.usfwritelegslte/. Fill out the form and send a message; the website will Consumers Lose with SB617. Protect your clients; contact your State Senator.
automatically direct it to your State Senator. o e stunicloptitt, WSl out the foom and stnd o menmgey the webshe
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Rep. Peter Buckley (D), Dist. 5
Capitol Phone: 503-986-1405
Email: rep.peterbuckley@state.or.us

Rep. Kevin Cameron (R), Dist. 19
Capitol Phone: 503-986-1419
Email: rep.kevincameron@state.or.us

Rep. Ben Cannon (D), Dist. 46
Capitol Phone: 503-986-1446
Email: rep.bencannon@state.or.us

Rep. Brian Clem (D), Dist. 21
Capitol Phone: 503-986-1421
Email: rep.brianclem@state.or.us

Rep. Jean Cowan (D), Dist. 10
Capitol Phone: 503-986-1410
Email: rep.jeancowan@state.or.us

Rep. Michael Dembrow(D), Dist. 45
Capitol Phone: 503-986-1445

Email: rep.michaeldembrow@state.or.us

Rep. Chris Edwards (D), Dist. 14
Capitol Phone: 503-986-1414
Email: rep.chrisedwards@state.or.us

Rep. David Edwards (D), Dist. 30
Capitol Phone: 503-986-1430
Email: rep.davidedwards@state.or.us

Rep. Sal Esquivel (R), Dist. 6
Capitol Phone: 503-986-1406
Email: rep.salesquivel@state.or.us

Rep. Tim Freeman (R), Dist. 2
Capitol Phone: 503-986-1402
Email: rep.timfreeman@state.or.us

Rep Larry Galizio (D), Dist. 35
Capitol Phone: 503-986-1435
Email: rep.larrygalizio@state.or.us

Rep. Bill Garrard (R), Dist. 56
Capitol Phone: 503-986-1456
Email: rep.billgarrard @state.or.us

Rep. Chris Garrett (D), Dist. 38
Capitol Phone: 503-986-1438
Email: rep.chrisgarrett@state.or.us

Rep. Sara Gelser (D), Dist. 16
Capitol Phone: 503-986-1416
Email: rep.saragelser@state.or.us

Rep. Vic Gilliam (R), Dist. 18
Capitol Phone: 503-986-1418
Email: rep.vicgilliam@state.or.us

Rep. George Gilman (R), Dist. 55
Capitol Phone: 503-986-1455
Email: rep.georgegilman@state.or.us

Rep. Mitch Greenlick (D), Dist. 33
Capitol Phone: 503-986-1433
Email: rep.mitchgreenlick@state.or.us

Rep. Bruce L. Hanna (R), Dist. 7
Capitol Phone: 503-986-1407
Email: rep.brucehanna@state.or.us

Rep. Chris Harker (D), Dist. 34
Capitol Phone: 503-986-1434
Email: rep.chrisharker@state.or.us

Rep. Paul Holvey (D), Dist. 8
Capitol Phone: 503-986-1408
Email: rep.paulholvey@state.or.us

Rep. John E Huffman (R), Dist. 59
Capitol Phone: 503-986-1459
Email: rep.johnhuffman@state.or.us

Rep. Dave Hunt (D), Dist. 40
Capitol Phone: 503-986-1900
Email: rep.davehunt@state.or.us

Rep. Bob Jenson (R), Dist. 58
Capitol Phone: 503-986-1458
Email: rep.bobjenson@state.or.us

Rep. Nick Kahl (D), Dist. 49
Capitol Phone: 503-986-1449
Email: rep.nickkahl@state.or.us

Rep. Bill Kennemer (R), Dist. 39
Capitol Phone: 503-986-1439
Email: rep.billkennemer@state.or.us

Rep. Betty Komp (D), Dist. 22
Capitol Phone: 503-986-1422
Email: rep.bettykomp@state.or.us

wiyw,leg statg.or
will automatically direct it to your State Senator.

Rep. Tina Kotek (D), Dist. 44
Capitol Phone: 503-986-1444
Email: rep.tinakotek@state.or.us

Rep. Wayne Krieger (R), Dist. 1
Capitol Phone: 503-986-1401
Email: rep.waynekrieger@state.or.us

Rep. Greg Matthews (D), Dist. 50
Capitol Phone: 503-986-1450
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Rep. Greg Smith(R), Dist. 57
Capitol Phone: 503-986-1457
Email: rep.gregsmith@state.or.us

Rep. Jefferson Smith(D), Dist. 47

Capitol Phone: 503-986-1447

Email: rep.jeffersonsmith@state.or.us

Rep. Sherrie Sprenger(R), Dist. 17

Capitol Phone: 503-986-1417

Email: rep.gregmatthews@state.or.us Email: rep.sherriesprenger@state.or.us

Rep. Ron Maurer (R), Dist. 3
Capitol Phone: 503-986-1403
Email: rep.ronmaurer@state.or.us

Rep. Nancy Nathanson (D)pist. 13
Capitol Phone: 503-986-1413

Rep. Judy Stiegler(D), Dist. 54
Capitol Phone: 503-986-1417
Email: rep.judystiegler@state.or.us

Rep. Kim Thatcher (R), Dist. 25
Capitol Phone: 503-986-1425

Email: rep.nancynathanson@state.or.us Email: rep.kimthatcher@state.or.us

Rep. Mary Nolan (D), Dist. 36
Capitol Phone: 503-986-1436
Email: rep.marynolan@state.or.us

Rep. Andy Olson (R), Dist. 15
Capitol Phone: 503-986-1415
Email: rep.andyolson@state.or.us

Rep. Tobias ReadD), Dist. 27
Capitol Phone: 503-986-1427
Email: rep.tobiasread@state.or.us

Rep. Dennis Richardson (R)pist. 4
Capitol Phone: 503-986-1404

Rep. Jim Thompson(R), Dist. 23

Capitol Phone: 503-986-1423
Email: rep.jimthompson@state.or.us

Rep. Carolyn Tomei (D), Dist. 41

Capitol Phone: 503-986-1441
Email: rep.carolyntomei@state.or.us

Rep. Suzanne VanOrmanD), Dist. 52

Capitol Phone: 509-986-1452

Email: rep.suzannevanorman@state.or.us

Rep. Jim Weidner (R), Dist. 24
Capitol Phone: 503-986-1424

Email: rep.dennisrichardson@state.or.us Email: rep.jimweidner@state.or.us

Rep. Chuck Riley (D), Dist. 29
Capitol Phone: 503-986-1429
Email: rep.chuckriley@state.or.us

Rep. Arnie Roblan (D), Dist. 9
Capitol Phone: 503-986-1409
Email: rep.arnieroblan@state.or.us

Rep. Mike Schaufler (D), Dist. 48
Capitol Phone: 503-986-1448
Email: rep.mikeschaufler@state.or.us

Rep. Chip Shields(D), Dist. 43
Capitol Phone: 503-986-1443
Email: rep.chipshields@state.or.us

Rep. Gene Whisnan(R), Dist. 53

Capitol Phone: 503-986-1453
Email: rep.genewhisnant@state.or.us

Rep. Matt Wingard (R), Dist. 26
Capitol Phone: 503-986-1426
Email: rep.mattwingard@state.or.us

Rep. Brad Witt (D), Dist. 31
Capitol Phone: 503-986-1431
Email: rep.bradwitt@state.or.us
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Senate Bill 617 is good for consumers

Continued from page 4

even rental car agreements.

Editor's Note: No one commented on that
one.

Shawn Miller, who urged the committee to
take no action on SB 617, said the bill bans
having a claims facility within a shop, which
is a convenience for the insured.

Hansen: “The problem with these claim cen-
ters,” he countered, “is that they are actually
set up for only two purposes — and customer
convenience isot one of them.

“First, insurers want to get a check into the
customer’s hand. According to data from the
CIC (Caollision Industry Conference), whose
members are collision industry experts and
insurance industry personnel, traditionally the
amount of the offered check will be 50% be-
low what customers would have gotten had
they opted to have their vehicles repaired.

“CIC data also indicates that 30% of the peo-
ple going through these claim centers accept
the checks and do not get their cars repaired.

parts that the insurer wanted us to put on the
vehicle,” said Fred Linenko, owner of Speci
Auto Body in Newport.

“So insurance companies know they can get
away with paying half the amount of money
owed to customers by getting them to go
through these claims centers.

nies, how is that free enterprise?

* * *

Brian Miller , Government Affairs Represen-
tative, Farmers Insurance, said that custom-
ers benefit from making informed choices.
He encouraged the committee to only con-
sider legislation that confirms this benefit.
“DRPs availability to customers is beneficial
both to customers and to the auto repair in-
dustry.”

* * *

Jim Marr, who represented OSAR but also
was at the hearing as an Oregon consumer,
disagreed. Following the hearing he said he
had a recent unpleasant experience with his
insurance company. “After a car accident,
when | chose a repairer outside the insurance
company’s list of direct repair program
shops, the insurer attempted to punish me
economically, by not offering me a complete
repair. | believe my claim was written incor-
rectly and incomplete as a way to retaliate
toward me simply for exercising my rights

He has been in the auto repair industry since
age 15. For the last 30 years Geiszler has oper-
ated his own business.

solutely wrong,” said Jerry Geiszler, owner,
Jerry’s Custom Paint & Collision Center.

under the law.

“In short, the insurance company refused to
pay for at least two standard repair proce-
dures recommended by the body shop. This
placed me in the position of paying for the
procedures out of my own pocket or person-
ally negotiating with the repair shop myself
for what | considered a complete repair.”

* * *

Fred Linenko, owner of Specialty Auto
Body in Newport, Oregon, “It's a dangerous
situation for consumers to be driving around
with improperly repaired vehicles.”

One vehicle was brought to his shop that
when disassembled needed $6,000 in repairs.
The initial insurance estimate had been
$2,500, which was not comprehensive and
did not include all the damage. “For liability
issues we refused to use the used parts that

“For liability issues we refused to use the used the insurer wanted us to put on the vehicle.

For safety issues, | wouldn’t want to put any

Ity of you in that vehicle given the way the in-

surance estimate would have had us repair
it.” The repair ended up costing $7,000. The
insurer would only pay $5,600, so the cus-
tomer picked up the balance of the tab -
$1,700.

* k% *

Jerry Geiszler, owner of Jerry's Custom

“The second reason for the insurer to have the Paint & Collision Center, also testified about

claims center at one of their DRP shops is that some independent shops having to charge

it allows the insurer and the shop to collude to their customers a co-pay to get the vehicle

keep the customer at that shop.” repaired properly. “Practices like that are a
real eye opener and absolutely wrong,” he

The customer is required to go to that DRP  said. “I would never engage in practices like

first to get that first estimate. “If the customer that because the repair is supposed to be in-

chooses to exercise his freedom of choice and demnified by the insurer. Beyond his de-

take the car to my shop, the insurer’s adjustor ductible [the cost of repairs are] not supposed

has to go out to Leif's to reevaluate the vehi- to be paid for by the car owner.”

cle. So it actually speeds up the process to let

the customer go to Leif’s in the first place.”

* * *

Geiszler said he appreciates insurers that do
post repair inspections “to make sure the re-
pairs were done correctly with appearance,
Shawn Miller: By passing 617, he said, it fit and finish.” All insurance companies,
would actually eliminate the free enterprise whether they have DRPs or not should have
system, because the contractual arrangementsthese re-inspection programs. “It's a good
between the insurers and their DRP shops way to monitor the cars to see if they have
controls costs and guarantee quality. been repaired the way they are supposed to
Editor's Note: Seems a bit of twisted logic. be.”

If costs are controlled by insurance compa-

Linenko: “We use pre-loss condition as the
standard for repair.” To live up to DRP con-
tracts many partnered shops turn out sub-
standard work, he said.

“I struggle with the idea that the one who is
paying for the vehicle is setting the cost of the
repair,” said Linenko, who has owned his busi-
ness for 35 years.

* * *

Brian Miller repeated Shawn Miller's com-
ment about “the great level of convenience for
the insured to go to a DRP.” But added that
“vehicles taken to DRPs are returned to con-
sumers three days sooner than those at inde-
pendent shops.”

* * *

Eric Frawley, an auto body tech, said in some
situations insurance companies make sure it
takes longer at independent shops. If the shop is
“not in a DRP and we need supplemental parts
for a procedure,” the insurance companies “puts
us at the back of their list.” He has been in the
industry for 30 years.

* * *

Steve PattersonVice President and General
Council, Oregon Mutual Insurance Company in
McMinnville, said DRP agreements in commu-
nities do not take customer rights away, they
preserves rights.” There are no concessions on
price. We want happy customers. We got into
DRP arrangements because customers de-
manded it.

* * *

“Oregonians need protection from the current
[insurance DRP] system,” testifi€thris
McMurry , an unhappy GEICO customer. SB
617 “is a good bill.” If it had been in force
when he had his accident, “it would have
helped.” Insurance companies “have a huge
influence on body shops.” That’s not a good
thing, according to McMurry.

His car had been repaired at a GEICO DRP
(Direct Repair Program) shop. He complained
to both the shop and GEICO that car parts were
missing and seat belts didn’t work properly.

(Continued on page 10, See SB 617)
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WASHINGTON, DC —U.S. Congressmen Pe-
ter DeFazio (D-Ore.) and Gene Taylor (D-
Miss.) recently introduced legislation to remove
the federal antitrust exemption from the insur-
ance industry.

This legislation is particularly important in light
of the abuses by American Insurance Group
(AIG), operating as if they were above the law
In fact, the current insurance exemption from
antitrust laws gave AIG a free pass to become
“too big to fail,” and now the U.S taxpayers are
on the hook to bail them out or risk even furthe
turmoil in an already fragile economy. This leg
islation would close that exemption.

“The fact that the insurance industry is exemp
from federal anti-trust laws is outrageous.
Shouldn’t the $170

e - 1
e . ceindus i
!  that the! a-
i “ThefaC trom fed dan i
i { \S ex . “_meo ,” g‘d !
i; trust |aws|\S OUDeFaZ\O “ US Congressman Peter DeFazio
i Conar === cUrrently serving his fterm, is our State’s

Reps. DeFazio, Taylor Defend Taxpayers from Instgdndustry Greed

“Why is anyone surprised?” Taylor said.
“Insurance companies believe that they are above
the law. When it comes to the federal laws, they
are. After Hurricane Katrina, insurance companies
took advantage of the lack of federal oversight to
bill the National Flood Insurance Program for
wind damage. Taxpayers also paid for FEMA
trailers, home repair grants, subsidized loans, and
tax deductions for property damage that insurance
should have covered.”

The Insurance Industry Competition Act would
repeal the exemption and give the Department of
Justice and the Federal Trade Commission the
authority to apply the antitrust laws to anticom-
petitive behavior by insurance companies. This
Act would not affect the ability of each state to
regulate the business of insurance.

The insurance industry has operated beyond the
reach of America’s antitrust laws for more than

six decades when the McCarran-Ferguson Act
was passed by Congress in 1945. The McCarran-
Ferguson Act, which gives states the authority to
regulate the “business of insurance,” also exempts
the business of insurance companies from the fed-
eral antitrust laws so they can collude to prices.

most senior member of Congress.

The only other industry exempt from antitrust

billion bailout of AIG be the third and final strike to the “business as
usual” attitude toward the insurance industry? We cannot tolerate
these rampant abuses of the system at a massive cost to tax payers,”
DeFazio said. “AlG was gambling with people’s life savings and lost
it all to speculative and shady transactions and contributed to the cur-
rent crisis. We must insure this never happens again.”

laws is Major League Baseball. If there ever was,
there no longer is any justification to exempt the insurance industry
from federal government oversight. Such oversight could ensure that
the industry does not engage in anticompetitive conduct like price fix-
ing, agreements not to pay, and divvying up geographical areas.

repeal the insurance industry’s anti-trust exenmptio

Washington, DC Office Eugene Office
2134 Rayburn H.O.B.

Washington DC, 20515
Phone: (202) 225-6416

Coos Bay Office

405 East 8th Ave. #2030 1251@Ersuite 350
Eugene, OR 97401 Coos Bay92R0
Phone: (541) 465-6732  Ph6A4) 269-2609

Roseburg Office

612 S.E Jackson Street, Room 9
Roseburg, OR 97470

Phone: (541) 440-3523

OSAR writes letter of support to US Representdfieeer DeFazio

March 26, 2009

The Honorable Peter DeFazio
2134 Rayburn H.O.B.
Washington DC, 20515

Re: Your proposed legislation to remove the iasae industry’s federal antitrust exemption

Dear Congressman DeFazio:

As Chairman of Oregonians for Safe Auto RepairA®% | was authorized by our coalition to writeytou in regards to the legislation you and Congress@ene Taylor
introduced to repeal the McCarran-Ferguson Actgctvigives the insurance industry a much undesemtilust exemption. Thank you for sponsoring teigislation.

We would like to help in any way we can to repbad act — such as providing documentation, testiffore Congress, whatever it takes. OSAR coalitiembers own
shops and some dealerships around Oregon.

This legislation comes at an ideal time. OSARpsnsoring Oregon Senate Bill 617, which is an-emitusion bill that will prevent insurers from Hag Direct Referral
Program (DRP) contracts with auto body shops.
Last week the Oregon Senate Consumer Protectiomiittee, chaired by Sen. Suzanne Bonamici, helglaifig on this bill. The DVD of the testimony icinded. Giv-

ing testimony were shop owners — both independahirmsurance connected (DRPSs) — insurance induspngsentatives, lobbyists, a body shop technimha customer who was
hurt by the insurance industry.

Unfortunately, a portion of the auto insuranceustdy is also abusing their exemption from the-tmuist legislation by colluding and setting repelaim prices within the
auto insurance market. That's what we are workingliminate.

Our SB 617 will prevent insurers from enteringoinbntracts with their DRP shops and in essenceestijng these body shops to do less than qualitic.wor

It should also shore-up a loop-hole in currenisiagjon. Insurance companies operate with thekindiwledge that they can at any time, deny legittnedements of any
repair, because current Oregon law does not adalguatdress consumers’ rights.

The oversight of SB 617 will be in the hands & &ttorney General. The Insurance Commissionaoienforcing the current legislation, which istpafrthe problem.

Enclosed in addition to the DVD are copies are divthe testimonies presented at the Oregon S&wmisumer Protection Committee hearing, March 18920

Please let us know how we can assist you.

Sincerely,
Leif Hansen, Chair, OSAR
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Senate Bill 617 is good for consumers

Continued from Page 8

Both told him “the shop did everything it was
supposed to do,” he recalled.

Frustrated, he took his vehicle to an independ-
ent shop to get an independent estimate. At

asked to use unsafe parts.” However, he has
seen unsafe repairs. He emphasized that his
shops do quality repairs.

* * *

Frawley, an auto body tech, had
problems with allegiance when it
came to repair procedures at
DRPs. Giving an analogy, he
said, it would be like an insur-
ance agent telling a doctor how
to treat a patient. “l was putin a
spot, because | wasn't getting
what | needed to fix the car
right.” He was being told by the
insurance representative how to
fix a car. “My concern — | need to
feed my family, and to do that “I
had to compromise on repairs. If
a structural member or a me-
chanical component needs to be
replaced a technician should
make that call.”

During post-repair insurance au-
dits at the DRP, insurance reps
would find $5 to $10 missing

Sen. Larry George (R), committee vice-chair, wasriwd that 617 might
give some shops the opportunity to up-charge coesstimCommittee Chair

Sen. Suzanne Bonamici (D) is on the right.

items and put shops on probation,
he said. “The owners were too
concerned or scared” about the
probationary status and “didn’t

this shop the “inspector found fraudulent/
shoddy work had been done,” McMurry said.

When the “fraud” word popped into the pic-
ture, GEICO'’s claims division decided to lis-
ten to their customer. “They agreed to pay me
three times the value of the vehicle, if | would
give them my truck. | needed a working
truck. And | needed to get on with my life.”
So he settled. “I bought a new truck” with the
proceeds from the claim.

* * *

Jerry Richardson, owner of Advanced Colli-
sion Repair in Seaside, OR, said, “I'm an in-
dependent shop owner — it’s self-inflicted,” he
quipped. The auto collision industry has
“changed a lot in the last five to ten years.”
Not for the good. “There’s a point where the
repair of a vehicle becomes a safety issue.

“I personally have DRP arrangements and not
all [insurance] companies are bad.

“We should be looking at the consumer pro-
tection point of view. It's the consumers who
are the ones who pay for the insurance cover-
age. When insurers short the repairs, the only
ones who profit from that are the insurance
companies.

“Insurers emphasize the price of the premium
when they try to attract customers. But this is
a hand-crafted repair industry. Each person
who does repairs is supposed to follow spe-
cific procedures, for us it’s following I-Car
standards.

“If those procedures are followed, the repair
will be a little more expensive. But in the
long-term it is a better value — the car will be
repaired properly. We’ve had cars brought in
from other shops that cut corners when they
did the repairs. Those cars aren’t safe to
drive.”

* * *

Don Braden, President of Kadel's Auto

Body, founded in 1954, testified that his shops
are in 26 DRPs. “Shoddy repairs don’t hap-
pen” at his shops, he said. “I've never been

want to get kicked off the DRP
program. So | was not allowed to ask the in-
surer for the proper supplemental parts to fix
these cars. It made it hard for me to feel com-
fortable in that kind of set up.”

He’s currently working at an independent shop

and has seen previously repaired vehicles com-

ing in whose work was “substandard,” he said.
“About 90% of those vehicles have safety or

corrosion protection issues . . . which we had to

address.” His employer has him document the

problems. “Sometimes the customers get back

involved because of liability issues.”

* * *

Craig Campbell, representing AAA, testified
that his organization’s Approved Auto Repair
Program might be jeopardized if SB 617 be-
comes law. AAA has 223 shops in this pro-
gram. He is suggesting that if the bill is passed
that a narrow exception be made for auto clubs
providing referral services.

* * *

Tom Gallagher representing the Oregon Auto
Dealers was also looking for an exemption for
his organization.

* * *

Hansen From a cost standpoint $440 billion
was spent on premiums in America for the
property and casualty industry in 2007. Over
$2 billion of this amount was written in premi-
ums by Oregonians for automotive insurance
alone.

That same year a little under $200 million of
this amount was paid out to our industry, ac-

cording to AutoBody Business. That’s less than

10% of the auto insurance premiums. In 2007,
according to Insurance Information Institute,

the insurance industry posted almost a 15% av-

erage profit. That translates to $330 million in
insurer profits in Oregon alone. That's 1%

times more than they paid out to the entire auto

body industry to fix cars, he said.

“Soif insurers had to pay an additional $20
million to ensure that air bags went in cor-

rectly, air bag sensors were replaced, seat
belts were inspected, new suspensions were
put on, brakes were fixed, shocks put on,
glass was put in correctly, structural mem-
bers were replaced instead of repaired
(according to manufacturers’ requirements),
new OEM rims instead of AMP rims . . . the
list goes on and on about the things that cut
into the insurance profit margin.

“If the insurers paid this additional $20 mil-
lion, or 10%, the insurance industry could
live with the smaller profit. So instead of
15% profit, they could go down to 14.6%
profit.

“Just to put it into perspective, the average
body shop has a profit of 6%.”

Sen. Bonamiciasked Hansen: “How did
you decide not to become a DRP? Did you
just say, no?”

Hansen “In 1994, with the advent of com-
puters the insurers started rolling out the re-
ferral programs. Estimates were no longer
hand-written, so it was easier to figure out
who was charging what. Farmers was the
first to roll-out a DRP. 1 got on their pro-
gram. But in six months | took myself off,
because they started asking me to do things |
should not do. | remember the day it hap-
pened. They asked me to cut in half a core
support and weld half of it in — that's some-
thing that needs to go in as a unit — you don’t
do that.

“I realized that if | was in their program and
developed my business model around them, |
would be beholding to them for my bread
and butter. Five regional managers in the
insurance industry in this state control over
60% of the work that goes to body shops. If
they controlled 50% of my work, | realize if |
got three of them mad, | could lose 50% of
my work. | didn’t want to be controlled by
an insurance company that could kick me off
their program if | didn’t cut corners accord-
ing to their directions or repair a part when
replacement was called for, or not inspect
seatbelts as required by manufacturers.

“And to this day on a DRP estimate you will
never find a line item that says, ‘Inspect seat-
belts,” even though it is required by a major-
ity of manufacturers. They won't write it
down; they won’t do it. When we write it
down, we get a lot of flack. It's becoming a
bigger and bigger problem.

“This last year, according to a nationwide
survey, 64% of DRP shops do not want
DRPs and 88% of independent shops don’t
want DRPs. In 2003, only 33% of DRP
shops didn’t want DRPs. So the figure has
really jumped to 64% because of the squeez-
ing that has been going on.”

The bottom line for the proposed bill is that it
would ensure that cars will be repaired to the
“highest quality” possible to the letter of the
law, saidJim Marr . It will not prevent in-
surers from having contact with customers,
or preparing estimates or deciding on the va-
lidity of a claim.

“Today’s vehicles are rolling computers,” he
said. “If incorrectly repaired, people are in

danger.”
ol ey
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Either/or for Progressive —
Produce requested records or lose steering case

by Anne Koppel Conway

Background info

In February, when the Collision Standard
first visited Greg Coccaro, owner and
founder of North State Custom, a luxury
auto collision repair facility in Bedford
Hills, NY, he was knee deep in lawsuits
with Progressive Insurance. In 2005, the
insurer had sued Coccaro and his shop
for repair bill fraud. Even though Pro-
gressive lost that one, Coccaro was out
$500,000 in defense fees.

In 2007 Coccaro filed a countersuit
against the insurer alleging tortuous in-
terference, deceptive business practices
(read that as steering) and injurious
falsehoods — claiming the insurer told
their insured customers that North State
Custom did inferior work and inflated
estimates.

Getting the requested discovery files from
Progressive was progressing . .. well, it
really wasn't.

Back to the future

Feeling a bit frustrated, Coccaro through
his attorneys Medina, Torey, Mamo and
Garcia, P.C. of Sleepy Hollow, New
York, filed a motion requesting that the
judge grant sanctions against Progressive

and conduct three “lengthy” compliance
conferences.

Progressive had claimed that the amount
of files requested from their preferred
(DRP) shops — to prove that steering had
occurred — was “unduly burdensome.” So
the judge reduced the number of claim
files they would have to provide to North
State Custom for inspection.

Claiming that this smaller number was still
“not feasible,” the insurer chose not to
cough up the files. (Big mistake.)

The Court found Progressive’s responses
to be “begrudging and incomplete, their
explanations inconsistent and taken as a
whole have been willfully [disobedient] or
in bad faith.” Their reluctance to comply
“is without justification.”

Judge Loehr gave Progressive 45 days,
that’s until the compliance conference,
scheduled for April 23, to come up with
any of the previously unsubmitted portion
of the 800 claim files requested by North
State Custom.

Although it would be great to be a fly on
the wall at the conference, Collision Stan-

as well as requesting that the judge strike
the insurer’s answers, which would mean

Greg Cocarro, owner of North State Custom, is fggdi bit frustrated.

dard will do the next best thing and be on
top of it to report the “rest of the story,” as
Paul Harvey would have said.

that Progressive “wouldn’t be able to defend

the case,” said Coccaro. If that happens, itléllan automatic loss for the insurer, * % %

and the jury would head straight to the damagesquoof the trial.

The judge, the Honorable Gerald E. Loehr, reviettedmotion and Progressive’s
cross motion, et. al., and it seems His Honor viad tip with [Progressive],” said

In March Coccaro, the pro-consumer repairer, sdiat his lawsuit travails
with Progressive at the Alliance of Automotive SeevProviders of lllinois’s
(AASPI) annual meeting in Lisle, IL.

Coccaro. In the four-page Decision and Order coocument Judge Loehr pretty

well raked the insurer over the proverbial coals.

=

i

He pointed out that the court had had to inteniardiscovery disputes four times

WellPoint to pay $10M in Database settlement

NY AG ends insurer practice of manipulating ratesyercharge patients

Joining other health insurers, WellPoint,
Inc., the nation’s largest health insurer and
parent of Anthem Blue Cross and Blue
Shield of Wisconsin, reached a $10 million
settlement with Andrew Cuomo, New
York’s attorney general.

The agreement is the latest in Cuomo’s ef-
fort to reform the way insurers determine
reimbursement rates for out-of-network ser-
vices.

At the center of the scheme is Ingenix, Inc.,
a wholly-owned subsidiary of United
Healthcare, the nation’s largest provider of
health care billing information and used by
many insurers to determine “usual and cus-
tomary” rates. Under Cuomo’s agreement
with United, the database of billing informa-
tion operated by Ingenix will close.

United agreed to pay $50 million to a quali-
fied nonprofit organization that will estab-
lish a new, independent database to help de-
termine fair out-of-network reimbursement
rates for consumers throughout the United
States.

Cuomo contends that because Ingenix is a
subsidiary of insurer United Healthcare, it
had a vested interest in setting reimburse-
ment rates low, allowing companies to un-
derpay patients for out-of-network services.

Having a health insurer determine the usual

and customary rate, said the New York Attor-
ney General, “creates an incentive for the in-
surer to manipulate the rate downward. The
creation of a new database, independently
maintained by a nonprofit organization, is de-
signed to remove this conflict of interest.”

AET), Cigna (NYSE: CI), and MVP
Health Care, under which they agreed to
cease using the Ingenix data and contrib-
ute to the new database.

Indianapolis-based WellPoint (NYSE:
WLP), the nation’s largest health insurer,
pledged $10 million toward the new data-

For the past ten years, Cuomo said, “American
base.

patients have suffered from unfair reimburse-
ments for critical medical services due to a

conflict-ridden system that has been owned, [ Editor’'s note: Database conflicts of [
operated, and manipulated by the health insurf interests are common in the collision repair
ance industry.” I industry, as well, where insurers influencel

| inevitably creates questions about the entire
The United agreement “marks the end of that || validity of databases. I

flawed system. As working families through- || I

out our nation struggle with the burden of | Nick Orso, president of the New York State

health care costs, we will make sure that health o,;to Collision Technicians Association |

insurers keep their promise to pay their fair (NYSACTA), also noticed the similarity in [

share.” | the two industries, saying it sounds “eerily|

| familiar to the way labor, paint and materials
reimbursements are made in the collision |

EII:II:II:II:II:II:II:II:II:II:II:II:II:II:II:IE

The industry reforms that are a part of that
agreement “will bring crucial accuracy, trans- industry.” 0
parency, and independence to a broken systejw.

During these tough economic times, this agree- NySACTA sent a letter to Cuomo requestH

in the pockets of over one hundred million forced and that insurers do not “use biaseg,

Americans. U secret, outdated information to set and cog-
: : . . trol pricing.”

Minnetonka, Minn.-based insurer United- x % % I

Health Group (NYSE: UNH) is the parent of

) ) ) I Oregon auto body shops wishing to repor
UnitedHealthcare of Wisconsin, Inc.

database problems can do so by e-mailin

| osAR:
The attorney general has also struck deals with info@oregoniansforsafeautorepair.com

[
other large insurers, including Aetna (NYSE: || [
dJ
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Roof strength is focus of new IIHS rating system
4 out of 12 small SUVs evaluated earn top marks

ARLINGTON, VA — The Insurance Institute for High-
way Safety is launching a new roof strength raspstem
to help consumers pick vehicles that will help pobthem
in rollover crashes. Twelve small SUVs are the fioshe
put to the test. Only 4 earn the top ratinggobd The
Volkswagen Tiguan has the strongest rated rooftlaad

Kia Sportage has the weakest among the 2008-09Isode

evaluated.

This new rating system is based on Institute resear
showing that occupants in rollover crashes beffrefit
stronger roofs. Vehicles rated good must have ribafs
are more than twice as strong as minimum fedefatysa
standards require.

The Tiguan, Subaru Forester, Honda Element, arq Jee
Patriot earrgoodratings. The Suzuki Grand Vitara, Chev-

rolet Equinox, Toyota RAV4, Nissan Rogue, and Mifsu
shi Outlander are ratextceptable Roofs on the Honda
CR-V and Ford Escape amarginal, and the Kia's is
poor.

"We anticipate that our roof strength test willvdrim-
proved rollover crash protection the same way oamtél
offset and side impact consumer test programs leavi®
better protection in these kinds of crashes," sastitute
president Adrian Lund.

Institute research indicates that roofs have gattemger
during the past few years. Part of the reasoraisrtanu-
facturers have made structural improvements to leeiter
front and side ratings in Institute crash testeor®f A and
B pillars help prevent intrusion in these typesmafshes
and also help hold up the roof.

"It's not surprising that Volkswagen and Subarunegrod
ratings in our new roof test because these autormalere
among the first to ace our front and side testayic.
points out.

More than 10,000 people a year are killed in radtgv
When vehicles roll, their roofs hit the ground, atef, and
crush. Stronger roofs crush less, reducing thethiakpeo-
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ple will be injured by contact with the roof itseBtronger
roofs also can prevent occupants, especially thvise
aren't using safety belts, from being ejected thhowin-
dows, windshields, or doors that have broken onege
because the roof has deformed. Roofs that dorétpss
help keep people inside vehicles as they roll.

Any vehicle can roll in a crash, but the problemwvigse in
some kinds of vehicles than others. About 25 pereEn
occupant deaths in crashes of cars and minivadviav
rolling over. For SUVs, this proportion jumps to pér-
cent.

The best way to prevent the deaths is to keep leshitom
rolling over in the first place. Electronic stahjlicontrol is
significantly reducing rollovers, especially fasahgle-
vehicle ones. When vehicles do roll, side curtaitbags
help protect the people inside. Belt use is esaenti

How roofs are evaluated:In the Institute's roof strength
test, a metal plate is pushed against one sideaifeat a
constant speed. To earn a good rating, the roof witis-
stand a force of four times the vehicle's weigliotee
reaching 5-inches of crush. This is called a stitebgr
weight ratio. For an acceptable rating, the mininrem
quired strength-to-weight ratio is 3.25. A margirgting
value is 2.5. Anything lower than that is poor.

The ratings depend on vehicle weight, which in ten
pends on options like engine size and 2-wheel getsu
wheel drive. The Institute bases its ratings oypétl
small SUV, which tends to be 4-wheel drive and come
with a 4-cylinder engine and automatic transmission
Heavier and lighter versions of these vehiclesoaes!-
able, and their actual rollover injury risk wouldry by
small amounts. The ratings provide an indicatiothef
relative risk of similarly equipped vehicles.

The small SUVs that did well have roofs that a&t@.3.5
times stronger than the minimum federal safetydstech
for roof strength. The National Highway Traffic 8gf
Administration proposes a new standard but nobagtt
as the Institute recommends. The agency has atjaed
upgrading the requirements would have only a lichite
effect on rollover deaths and injuries. Institugegarch
indicates otherwise.

"Our research shows that a strength-to-weight iGftip
reflects an estimated 50 percent reduction inigteaf
serious and fatal injury in single-vehicle rollov@ashes
compared with the current federal standard of 1L&d
explains.

Cars have been built to meet the same roof crastuatd,
Federal Motor Vehicle Safety Standard 216, sincg319
The rule was extended in 1994 to include all pagpsen
vehicles up to a gross weight rating of 6,000 peuhbny

SUVs and pickups are heavier, so they're exempt. In
2005, the government proposed an upgrade to cover
these larger vehicles and require the roofs opast
senger vehicles to have a strength-to-weight Htio
2.5. Many vehicles already meet this ratio and @oul
earn only a marginal rating in the Institute's rmeaf
strength test. A final rule is still pending.

Roof ratings added to award criteria: A good roof
strength rating will be a new requirement to e t
Institute's Top Safety Pick award for 2010. Thithes
second time criteria for this award have been ¢igad
since the first winners were announced in 2005.lAva
ability of electronic stability control became ajuire-
ment starting with 2007s.

"Adding Top Safety Pick criteria means we'll seede
winners in 2010," Lund says. A record 73 vehicles
have qualified for the 2009 award so far, and thef
2009 winners are among the 12 small SUVs the Insti-
tute just tested for roof strength. However, onlyf3he

8 — the Tiguan, Forester, and Element — have the
roof strength to qualify for next year's award. Nie
Institute will assess roof strength of mini-carsl amid-
size cars.

Word on the Street

Is GEICO contracting with tow truck companies to lock down repairs at the sctree of
accident? (Sort of like an ambulance chasing attorney.)

If you have any information regarding this, please contact us.
Info@oregoniansforsafeautorepair.co603.572.1677. Thank you.

In the market for a used vehicle?

If you are looking to buy a used vehicle, finding ib the air bags work properly is a good thing.

What to look for:

Inspect the steering wheel and dashboard. Thieves intent on prying out air bageake dents and dings in the interior plastics as they do it.

The air bag indicator light in the dashboard should glow briefly when the car stdirstd -- part of the car's diagnostics system. If the light
never comes on or continues to glow, the air bag probably isn't functioning.

On the web, surf tovww.Safercar.qo\a government-run Web site. It tells you about defects, recalls, crashrndstll-over ratings. It

also allows drivers to type in the vehicle's identification number, or VIN, to see ibr more air bags have been permanently deactivated. Click

on "Air Bags," then under "Air Bag Basics" on the left, click on "Air BAGN number" to search the database.

Here's the problem with the site There may be gaps in the data because the site relies on third partiestwhepuer an air bag has

been removed or disabled.

Still unsure? Have your trusted mechanic inspect the car for properlieithstia bags -- as well as the engine and other systems. It may cost a
bit now but save you a good deal of money in the long run.



