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HOUSE BI LL 2065

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Representatives Kastama, Regal a, Bol dt, Anderson, Sullivan, Bl al ock,
O Brien, Gonmbosky, Dickerson, Costa, Thonpson, Keiser, Conway and
Tokuda

Read first tinme 02/19/97. Referred to Commttee on Financi al
I nstitutions & | nsurance.

AN ACT Relating to consuner choices in autonotive insurance and
repairs; anmendi ng RCW48. 30A. 015; addi ng new sections to chapter 48. 30
RCW and prescribing penalties.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds and decl ares that:

(1) The state of Washington regulates the insurance industry and
has a significant interest in upholding the fiduciary obligation of
insurers to their insured, defining nethods of conpetition, and
el i m nating business practices that are unfair or deceptive;

(2) The state of Washington recognizes the existence of
ci rcunstances in which this fiduciary obligation may cone into conflict
wth the insurers’ interests in holding down claim processing and
paynment costs of both third and first-party clains for autonobile
| osses and that these conflicts are particularly prevalent in first-
party claim situations where the insurer directs and controls the
repair of the autonobile w thout exercising its contract right of
repair;

(3) The state of WAshington recogni zes that inproved and accurate
communi cations between insurers and first and third-party claimnts
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w Il increase consunmer confidence, reduce the likelihood of disputes,
and pronote fair and nondeceptive practices, thereby enhancing the
safety and val ue of autonobil es;

(4) The state of Washington further recognizes that cost factors,
and proliferating use of nonorigi nal equi pment manufacturer autonotive
body and glass parts, in the repair of autonobiles threatens the
wel fare and property interests of the people of the state of Washi ngton
who are dependent on the safe and correct repair of autonobiles;

(5) The state of Washington has determned that it is in the
interests of both insurance conpanies and insurance consuners to
specify the obligations and rights of both. Delineation of rights and
obligation along with full disclosure of information wll allowfor the
protection of insurers and claimants in insurance-related autonotive
repair in the state of Washi ngton; and

(6) This act shall not be construed to alter, anend, or delete
existing admnistrative law as codified in WAC 284-30-300 through
284-30- 410, including WAC 284-30-390. The insurance conm ssioner may
adopt rules consistent with the intent of sections 1 through 6 of this
act. It is the intent of the legislature that sections 1 through 6 of
this act be read to i ncorporate existing statutory, adm ni strative, and
case law in protecting consuner rights under autonotive insurance
pol i ci es.

NEW SECTION. Sec. 2. (1) The definitions in this section apply
t hroughout sections 1 through 6 of this act unless the context clearly
requires otherw se.

(a) "Agent" neans an individual, corporation, association,
partnership, or other legal entity authorized to represent an insurer
wWith respect to a claim

(b) "daimant” nmeans either a first-party claimant, a third-party
claimant, or both, and includes the claimant’s designated | egal
representative and a nenber of the claimant’s imediate famly
desi gnated by the cl ai mant.

(c) "First-party claimant” neans an individual, corporation,
associ ation, partnership, or other legal entity asserting a right to
paynment under an insurance policy or insurance contract arising out of
the occurrence of the contingency or |oss covered by the policy or
contract.
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(d) "lnsurance policy" or "insurance contract" nmean a contract of
i nsurance, indemity, suretyship, or annuity issued, proposed for
i ssuance, or intended for issuance by an insurer.

(e) "Insurer" nmeans an individual, corporation, association,
partnership, reciprocal exchange, interinsurer, Lloyds insurer,
fraternal mutual insurer, fraternal nmutual life insurer, and any ot her

legal entity engaged in the business of insurance, authorized or
licensed to issue or who issues an insurance policy or insurance
contract in this state. "lnsurer" does not include health care service
contractors, as defined in RCW 48.44.010, and health pmaintenance
organi zati ons, as defined in RCW48. 46. 020.

(f) "Investigation"” neans all activities of an insurer directly or
indirectly related to the determ nation of liabilities under coverages
af forded by an insurance policy or insurance contract.

(g) "Notification of clainf neans a notification, whether in
witing or other neans acceptable under the terns of an insurance
policy or insurance contract, to an insurer or its agent, by a
claimant, that reasonably apprises the insurer of the facts pertinent
to a claim

(h) "Third-party claimant”" means an individual, corporation,
associ ation, partnership, or other legal entity asserting a claim
agai nst an individual, corporation, association, partnership, or other
| egal entity insured under an i nsurance policy or insurance contract of
an insurer.

(2) The definitions in RCW46.71.011 apply throughout sections 1
through 6 of this act.

NEW SECTI ON. Sec. 3. An insurer may not require, direct, or
otherwise induce a third-party claimant, or cause a third-party
claimant to be required, directed, or otherw se induced, to utilize a
specific autonotive repair facility or one froma |ist of autonotive
repair facilities maintained or prepared by the insurer in effecting
autonotive repairs under the claimant’s third-party claim

NEW SECTION. Sec. 4. (1) For first-party clainms, if the insurer
directs, suggests, or recommends the use of a specific autonobile
repair facility, allows for selection of one froma |list of autonobile
repair facilities maintained or prepared by the insurer, or elects to
exercise its contract right of repair under policy provisions existing
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at the tinme of the claim the insurer shall notify the insured of the
followwng information, in the followng formwth a mninmm of ten-
poi nt type:

YOU ARE NOT' REQUI RED TO HAVE YOUR VEHI CLE REPAI RED BY A PERSON
OR BUSI NESS WE SELECT OR RECOMMEND UNLESS WE NOTIFY YOQU I N
WRI TI NG THAT WE HAVE | NVOKED OUR CONTRACT RI GHT TO TAKE AND
REPAI R YOUR VEH CLE AT OUR EXPENSE

(2) After notifying the insured in witing of its election to
exercise its contract right to repair, the insurer may:

(a) Require, direct, suggest, or otherwi se induce its first-party
claimant to utilize a specific autonotive repair service or a repair
service from a list of repair facilities the insurer prepares or
mai nt ai ns; or

(b) O herwise control or direct the repair of the first-party
clai mant’ s aut onobi | e t hrough establi shnent, control, or [imtations on
the cost of repair.

(3) Inall cases in which an insurer controls or directs the repair
of afirst-party claimant’s autonobile, as set forth in subsections (1)
and (2) of this section, the insurer:

(a) Shall obtainwitten verification that the first-party clai mant
has received witten notification of |abor costs and specifications of
all parts to be used in the repair of the autonobile, including, but
not limted to, all salvage, nonoriginal equipnent manufacturer or
aftermarket body and glass parts to be used in the repair of the
aut onobi | e;

(b) I's strictly Iiable for all subsequent repairs or loss in val ue
to the autonobile occasioned by the use of salvage, nonoriginal
equi prent manufacturer or aftermarket body or glass parts; and

(c) Is strictly liable for all subsequent, consequential damages
resulting fromthe use of sal vage, nonori gi nal equi pnent manufacturer
or aftermarket body or glass parts.

NEWSECTION. Sec. 5. For first-party clainms in which the insurer,
under policy provisions in existence at the tinme of the claim does not
elect to exercise its right of repair, the insurer:

(1) May not require, direct, or otherw se induce the first-party
claimant, or cause the first-party claimant to be required, directed,
or otherwi se induced, to utilize the services of a specific autonotive
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repair facility or one froma list of autonotive repair facilities
mai nt ai ned or prepared by the insurer;

(2) May not require, direct, or otherw se induce the first-party
claimant, or cause the first-party claimant to be required, directed,
or otherw se induced, to accept nonoriginal equi pnent manufacturer or
af termar ket body or gl ass parts or parts sal vaged from anot her vehicle
in the repair of the claimnt’s autonobile;

(3) Shall:

(a) Make a settlenment offer on the autonobil e property damage cl aim
based on an anobunt equal to or greater than the | esser of two or nore
estimates provided by the first-party claimnt; or

(b) I'n cases in which the insurer does not accept the estimates
provided by the first-party clai mant and seeks renmedy under the policy
provisions in existence at the tinme of the claim provide to the
insured a witten estimate including, but not limted to the foll ow ng
i nformati on:

(i) Parts and | abor costs using the term nol ogy of the autonotive
repair act, chapter 46.71 RCW and

(iit) A clear statenment as to the use of nonoriginal equipnent
manuf acturer or aftermarket body or glass parts or parts sal vaged from
anot her vehicle in the proposed repair of the autonobile; and

(c) Include the followng statenent in not |ess than ten-point

t ype:

USE OF NONCRI G NAL EQUI PMENT MANUFACTURER OR AFTERMARKET BODY
OR GLASS PARTS OR PARTS SALVAGED FROM ANOTHER AUTOMOBI LE ARE
NOT WARRANTED BY THE MANUFACTURER OF YOUR AUTOMOBI LE AND MNAY
VO D YOUR MANUFACTURER S WARRANTY. USE OF NONCRI G NAL
EQUI PMENT MANUFACTURER OR AFTERMARKET BCDY OR GLASS PARTS OR
PARTS SALVAGED FROM ANOTHER AUTOMOBILE NMAY VIOLATE THE
PROVI SI ONS OF YOUR | NSURANCE POLI CY BY FAI LI NG TO RESTORE YOUR
AUTOMOBI LE TO PREACCIDENT CONDITION IN TERMS OF VALUE

APPEARANCE, AND SAFETY.

NEW SECTI ON. Sec. 6. The insurer may not engage in
anticonpetitive activities, including, but not limted to:

(1) The use of unilateral negotiating tactics to force or coerce
autonotive repair facilities to artificially reduce or restrict their
cost for autonotive repairs;
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(2) Engaging, with autonotive repair services, in the use of
mul tiple | abor price or parts lists; and

(3) Sharing or directing the use of information on cost of repair
wi th ot her insurance conpanies or internediary services with the intent
of reducing or restricting the cost of autonotive repairs.

NEW SECTI ON. Sec. 7. The legislature finds that the practices
covered by sections 1 through 6 of this act and RCW 48. 30A. 015 are
matters vitally affecting the public interest for the purpose of
appl ying the consuner protection act, chapter 19.86 RCW A violation
of sections 1 through 6 of this act or RCW48. 30A. 015 i s not reasonabl e
in relation to the devel opnent and preservation of insurance and
busi ness practices and is an unfair or deceptive act in trade or
coommerce and an unfair nethod of conpetition for the purpose of
appl ying the consuner protection act, chapter 19.86 RCW However, in
an action under chapter 19.86 RCW concerning a violation of RCW
48. 30A. 015, a violation may not be found if the defendant proves by a
preponderance of the evidence a defense under RCW 48. 30A. 020.

Sec. 8. RCW48. 30A. 015 and 1995 ¢ 285 s 3 are each anended to read
as follows:

(1) It is unlawful for a person

(a) Knowing that the paynent is for the referral of a claimant to
a service provider, either to accept paynent from a service provider
or, being a service provider, to pay another; or

(b) To provide or claimor represent to have provided services to
a claimant, knowing the claimant was referred in violation of (a) of
this subsection

(2) It is unlawmful for a service provider to engage in a regular
practice of waiving, rebating, giving, paying, or offering to waive,
rebate, give, or pay all or any part of a claimant’s casualty or
property insurance deductible.

(3) Section 7 of this act applies to this section.

NEW SECTION. Sec. 9. Sections 1 through 7 of this act are each
added to chapter 48.30 RCW
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