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FLOOR ALERT
Vote "NO'" ON AB 1200 - Hayashi (on reconsideration)

Please Read Attached Internal Documents Exposing Insurer Practice of
Incentivizing/Requiring Aftermarket Part Usage by Contracted Repair Shops

AB 1200 would allow insurance companies to pressure policyholders to use the insurers' preferred
repair shops even after a customer has made his or her decision about repairs. The bill guts
legislation enacted in 2003 (SB 551 —Speier) that prohibits insurers from "steering" customers to
these company-preferred repair shops, which are often incentivized to use inferior parts.

As the attached documents show:

® AIG's "Quality Control Analyst" sent an e-mail to its controlled shops telling them they "need

to increase" the "percentage of used and aftermarket parts"

Mercury Insurance pays 20% incentive mark ups (up to $750) to repair shops that use inferior
aftermarket and junkyard refurbished parts and the company doesn't fully reimburse original
manufacturer parts (Mercury pays 5% less than cost for OEM parts)

The Senate protected California consumers when it rejected AB 1200 earlier this week and that
vote should stand.

1. AB 1200 allows insurers to push their preferred auto repair shop even after a customer
has chosen a repair shop.

Current law prohibits insurers from "pushing back" on a policyholder after he or she has selected
their repair shop [§758.5(c)]. AB 1200 would allow insurers to badger customers that have
already chosen an independent repair shop.

2. AB 1200 will permit the steering that the current law prohibits.

Proposed 758.5(b)(2) specifically permits the selective sharing of information by the insurer that
the 2003 law was enacted to stop. There is no requirement that insurers provide all material
information or inform consumers of their relationship with the "preferred" shop, such as
incentives for using shoddier parts or the insurers' right to terminate contracts with repair shops
for refusal to cut corners on repairs or any other reason.

3. AB 1200 will encourage reverse competition in which body shops market their cheap
prices to insurance companies rather than their quality workmanship to customers.

If insurers are allowed to pressure customers away from independent shops, repair shops will only
be able to get business by following insurance company demands for cheaper parts and lower cost
repair work, not by delivering customers safe and quality repairs.

If any legislation is needed it is to prohibit the insurance company practices of paying incentive
markups for inferior parts and penalizing the use of original manufacturer parts.

For more information, please contact Doug Heller (310) 392-0522 ext. 309
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