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IRRC Number: Q D C > O \
(3) Short Title

Motor Vehicle Physical Damage Appraisers

(4) PA Code Cite

31 Pa. Code, Chapter 62, §§62.1-
62.4

(5) Agency Contacts & Telephone Numbers

Primary Contact: Peter J. Salvatore, Regulatory Coordinator,
1326 Strawberry Square, Harrisburg, PA 17120, (717) 787-4429

Secondary Contact:

(6) Type of Rulemaking (check one)

• Proposed Rulemaking
£<] Final Order Adopting Regulation
• Final Order, Proposed Rulemaking Omitted

(7) Is a 120-Day Emergency Certification Attached?

El No
Q Yes: By the Attorney General
Q Yes: By the Governor

(8) Briefly explain the regulation in clear and nontechnical language.

The purpose of this rulemaking is to amend Chapter 62 of Title 31 to make it consistent with
existing statutory language, to repeal those provisions of the regulation which are duplicative of the
Motor Vehicle Physical Damage Appraiser Act (63 P.S. §§851 - 863) ("Act"), and to add additional
language which enhances the Act and which provides additional protections for Pennsylvania
consumers.

(9) State the statutory authority for the regulation and any relevant state or federal court decisions.

The amendment to Title 31 are done under the authority of sections 206, 506,1501 and 1502 of the
Administrative Code of 1929 (71 P.S. §§66,186,411 and 412); section 320 of the Insurance Department
Act of 1921 (40 P.S. §443); and sections 1 through 14 of the Motor Vehicle Physical Damage Appraiser
Act (63 P.S. §§851-863) ("Act").
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(10) Is the regulation mandated by any federal or state law or court order, or federal regulation? If yes,
cite the specific law, case or regulation, and any deadlines for action.

(11) Explain the compelling public interest that justifies the regulation. What is the problem it
addresses?

The Insurance Department amends Chapter 62, §§62.1-62.4 so that it is consistent with the authorizing
statute. Moreover, it is in the public interest to delete redundant provisions and clarify confusing
regulatory requirements. Disclosure requirements are now included, the purpose of which is to remove
any uncertainty for Pennsylvania consumers and fully apprise them of their rights and responsibilities
under the Act.

(12) State the public health, safety, environmental or general welfare risks associated with
nonregulation.

There are no public health, safety, environment or general welfare risks associated with this rulemaking.

(13) Describe who will benefit from the regulation. (Quantify the benefits as completely as possible
and approximate the number of people who will benefit.)

The general public will benefit from the regulation to the extent that it will be consistent with the statute.
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(14) Describe who will be adversely affected by the regulation. (Quantify the adverse effects as
completely as possible and approximate the number of people who will be adversely affected.)

There will be no adverse effects on any party as a result of the amendment of this regulation.

(15) List the persons, groups or entities that will be required to comply with the regulation.
(Approximate the number of people who will be required to comply.)

The regulation applies to all physical damage appraisers licensed to do business in the Commonwealth.

(16) Describe the communications with and input from the public in the development and drafting of
the regulation. List the persons and/or groups who were involved, if applicable.

A Notice of Proposed Rulemaking for this Regulation was published at 29 Pa.B. 655 (February
6, 1999) with a 30-day comment period ending March 8, 1999. During the 30-day comment period,
comments were received from Automotive Service Association (ASA), Automotive Service
Professionals of Pennsylvania (ASP), Michael K. Burke, Crawford's Auto Center, Inc. (Crawford's),
Richard R. Diehl, Engle's Frame & Body Service (Engle's), Hedlund Glass Company (Hedlund), The
Insurance Federation of Pennsylvania, Inc. (IFP), Pennsylvania Automotive Recycling Trade Society
(PARTS), the Pennsylvania Collision Trade Guild (PCTG), Progressive Insurance Company
(Progressive), D.J. Rudolph , State Farm Insurance Company (State Farm) and Sterling Autobody
(Sterling). During its regulatory review, the Independent Regulatory Review Commission (IRRC)
submitted comments to the Department. This separate comment and response document has been
prepared to address these comments and is available to the public upon request.

(17) Provide a specific estimate of the costs and/or savings to the regulated community associated with
compliance, including any legal, accounting or consulting procedures which may be required.

The regulation may impose some additional costs on physical damage appraisers and insurers
associated with revising existing appraisal forms and procedures to incorporate the disclosure
requirements.
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(18) Provide a specific estimate of the costs and/or savings to local governments associated with
compliance, including any legal, accounting or consulting procedures which may be required.

There are no costs or savings to local governments associated with this rulemaking.

(19) Provide a specific estimate of the costs and/or savings to state government associated with the
implementation of the regulation, including any legal, accounting, or consulting procedures which may
be required.

There are no costs or savings associated to state government associated with this rulemaking.
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(20) In the table below, provide an estimate of the fiscal savings and costs associated with
implementation and compliance for the regulated community, local government, and state government
for the current year and five subsequent years. N/A

SAVINGS:

Regulated Community

Local Government

State Government

Total Savings

COSTS:

Regulated Community

Local Government

State Government

Total Costs

REVENUE LOSSES:

Regulated Community

Local Government

State Government

Total Revenue Losses

Current FY

$
Tear

$
Year

$
Year

$

FYea+r4

$
Year

$

(20a) Explain how the cost estimates listed above were derived.

N/A.
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(20b) Provide the past three year expenditure history for programs affected by the regulation.
N/A.

Program FY-3 FY-2 FY-1 Current FY

(21) Using the cost-benefit information provided above, explain how the benefits of the regulation
outweigh the adverse effects and costs.

No costs or adverse effects are anticipated as a result of this regulation.

(22) Describe the nonregulatory alternatives considered and the costs associated with those alternatives.
Provide the reasons for their dismissal.

Amending Chapter 62, §§62.1-62.4 is the most efficient method to achieve consistency with the
authorizing statute. No other alternatives were considered.

(23) Describe alternative regulatory schemes considered and the costs associated with those schemes.
Provide the reasons for their dismissal.

No other regulatory schemes were considered. The amendment of the regulation is the most efficient
method of updating the regulatory requirements.
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(24) Are there any provisions that are more stringent than federal standards? If yes, identify the specific
provisions and the compelling Pennsylvania interest that demands stronger regulation.

(25) How does this regulation compare with those of other states? Will the regulation put Pennsylvania
at a competitive disadvantage with other states?

The rulemaking will not put Pennsylvania at a competitive disadvantage with other states. It merely
provides for consistency with the statute.

(26) Will the regulation affect existing or proposed regulations of the promulgating agency or other
state agencies? If yes, explain and provide specific citations.

(27) Will any public hearings or informational meetings be scheduled? Please provide the dates, times,
and locations, if available.

No public hearings or informational meetings are anticipated.
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(28) Will the regulation change existing reporting, record keeping, or other paperwork requirements?
Describe the changes and attach copies of forms or reports which will be required as a result of
implementation, if available.

The amendment of the regulation imposes no additional paperwork requirements on the Department.
The regulation may impose some additional paperwork requirements on physical damage appraisers and
insurers associated with by revising existing appraisal forms and procedures to incorporate the
disclosure requirements.

(29) Please list any special provisions which have been developed to meet the particular needs of
affected groups or persons including, but not limited to, minorities, elderly, small businesses, and
farmers.

The rulemaking will have no effect on special needs of affected parties.

(30) What is the anticipated effective date of the regulation; the date by which compliance with the
regulation will be required; and the date by which any required permits, licenses or other approvals must
be obtained?

The rulemaking will take effect upon approval of the final form regulation by the legislative standing
committees, the Independent Regulatory Review Commission and the Office of the Attorney General
and upon final publication in the Pennsylvania Bulletin.

(31) Provide the schedule for continual review of the regulation.

The Department reviews each of its regulations for continued effectiveness on a triennial basis.
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PREAMBLE

The Insurance Department (Department) hereby amends Chapter 62, §§62.1-62.4 of Title
31 of the Pennsylvania Code, Motor Vehicle Physical Damage Appraisers, as set forth in Annex
A. The Department is publishing the amendment of the regulation as a final form rulemaking.

Statutory Authority

The final form regulation is adopted under the authority of sections 206, 506, 1501 and
1502 of the Administrative Code of 1929 (71 P.S. §§66, 186, 411 and 412); section 320 of the
Insurance Department Act of 1921 (40 P.S. §443); and sections 1 through 14 of the Motor
Vehicle Physical Damage Appraiser Act (63 P.S. §§851 - 863) ("Act").

Comments and Response

A Notice of Proposed Rulemaking for this Regulation was published at 29 Pa.B. 655
(February 6, 1999) with a 30-day comment period ending March 8, 1999. During the 30-day
comment period, comments were received from Automotive Service Association (ASA),
Automotive Service Professionals of Pennsylvania (ASP), Michael K. Burke, Crawford's Auto
Center, Inc. (Crawford's), Richard R. Diehl, Engle's Frame & Body Service (Engle's), Hedlund
Glass Company (Hedlund), The Insurance Federation of Pennsylvania, Inc. (IFP), Pennsylvania
Automotive Recycling Trade Society (PARTS), the Pennsylvania Collision Trade Guild (PCTG),
Progressive Insurance Company (Progressive), DJ. Rudolph , State Farm Insurance Company
(State Farm) and Sterling Autobody (Sterling). During its regulatory review, the Independent
Regulatory Review Commission (IRRC) submitted comments to the Department. A separate
comment and response document has been prepared to address these comments and is available
upon request.

Affected Parties

The rulemaking applies to appraisers licensed to do the business of appraising motor
vehicles in this Commonwealth.

Fiscal Impact

State Government

There will be no increase in cost to the Department due to the adoption of Chapter 62.

General Public



There will be no fiscal impact to the public.

Political Subdivisions

The rulemaking will not impose additional costs on political subdivisions.

Private Sector

The rulemaking will not impose additional costs on appraisers doing the business of
appraising motor vehicles in the Commonwealth.

Paperwork

The adoption of the rulemaking will not impose additional paperwork on the Department;
however, new disclosure requirements will be required of the appraisal industry.

Effectiveness/Sunset Date

This rulemaking becomes effective upon publication in the Pennsylvania Bulletin. No
sunset date has been assigned.

Contact person

Any questions regarding this regulation should be directed to Peter J. Salvatore,
Regulatory Coordinator, Office of Special Projects, 1326 Strawberry Square, Harrisburg, PA
17120, phone (717) 787-4429.

In addition, questions or comments may be e-mailed to psalvato(g)ins.state.pa.us or faxed to
(717)705-3873.

Regulatory review

Under section 5(a) of the Regulatory Review Act, (71 P.S. §745.5(a)), the agency submitted a
copy of this regulation on February 6, 1999 to the Independent Regulatory Review Commission
and to the Chairmen of the Senate Banking and Insurance Committee and the House Insurance
Committee. In addition to the submitted regulation, the agency has provided the Commission
and the Committees with a copy of a detailed Regulatory Analysis Form prepared by the agency
in compliance with Executive Order 1996-1, "Regulatory Review and Promulgation." A copy of
that material is available to the public upon request.



In preparing this final form regulation, the Department considered all comments received
from IRRC, the Committees and the public. This final form regulation was (deemed) approved
by the Senate and House Committees on . In accordance with section
5a(d) of the Regulatory Review Act (71 P.S. §745.5a(d)), IRRC met on
and (deemed) approved the regulation in accordance with section 5a(e) of the Regulatory Review
Act (71 P.S. §745.5a(e)).

Findings

The Commissioner finds that:

(1) Public notice of intention to adopt this rulemaking as amended by this order has been
given under sections 201 and 202 of the act of July 31, 1968 (P.L. 769, No240) (45 P.S. §§1201
and 1202) and the regulations thereunder, 1 Pa. Code §§7.1 and 7.2.

(2) The adoption of this rulemaking in the manner provided in this order is necessary and
appropriate for the administration and enforcement of the authorizing statutes.

The Commissioner, acting under the authorizing statutes, orders that:

(1) The regulations of the Department, 31 Pa. Code, are amended by adopting §§ 62.1-62.4,
to read as set forth in Annex A.

(2) The Commissioner shall submit this order and Annex A to the Office of General Counsel
and Office of Attorney General for approval as to form and legality as required by law.

(3) The Commissioner shall certify this order and Annex A and deposit them with the
Legislative Reference Bureau as required by law.

(4) The regulation adopted by this order shall take effect upon final publication in the
Pennsylvania Bulletin.

M. Diane Koken
Insurance Commissioner



Comments and Response

A Notice of Proposed Rulemaking for this Regulation was published at 29 Pa.B. 655
(February 6, 1999) with a 30-day comment period ending March 8, 1999. During the 30-day
comment period, comments were received from Automotive Service Association (ASA),
Automotive Service Professionals of Pennsylvania (ASP), Michael K. Burke, Crawford's Auto
Center, Inc. (Crawford's), Richard R. Diehl, Engle's Frame & Body Service (Engle's), Hedlund
Glass Company (Hedlund), The Insurance Federation of Pennsylvania, Inc. (IFP), Pennsylvania
Automotive Recycling Trade Society (PARTS), the Pennsylvania Collision Trade Guild (PCTG),
Progressive Insurance Company (Progressive), D.J. Rudolph , State Farm Insurance Company
(State Farm) and Sterling Autobody (Sterling). During its regulatory review, the Independent
Regulatory Review Commission (IRRC) submitted comments to the Department. This separate
comment and response document has been prepared to address these comments and is available
to the public upon request.

The following is a detailed analysis of the comments received during the 30-day public
comment period.

Section 62.1. Definitions.

Several comments regarding the definition of "Aftermarket crash parts" and "Non-OEM
aftermarket crash parts" were made. The IRRC inquired as to whether "aftermarket crash parts"
pertained to only OEM parts since "Non-OEM aftermarket crash parts" was defined but there
was no definition for "OEM aftermarket crash parts." The IRRC also requested that the
Department clarify whether recycled or used OEM parts are covered by the definition
"aftermarket crash parts". IFP also recommended deleting "sheet metal or plastic" parts because
it may not reflect the changing technology in the industry. PARTS suggested that the term
"aftermarket crash part" encompass all parts, new or recycled, including mechanical parts used in
the repair.

The Department has reviewed these comments and, in order to clarify the regulation, has
incorporated the definition of "Non-OEM aftermarket crash parts" into the definition of
"aftermarket crash parts". The Department believes as do the collision repair and the insurance
industries, that the term "aftermarket crash parts" applies to parts that are not made by the
Original Equipment Manufacturer ("OEM"). The Department also modified the definition to
include new or used parts and agreed to eliminate sheet metal or plastic from the definition.

PCTG commented that it interpreted the statute to prohibit the use of "Non-OEM aftermarket
crash parts".

The Department interprets the statute to require that vehicles be repaired to their condition
prior to the accident. While the statute does state: "Because an appraiser is charged with a high
degree of regard for the public safety, the operation safety of the vehicle shall be paramount in
considering the specification of new parts," the Department believes that the term "new parts" is
not intended to mean only new OEM parts, but could include parts manufactured by someone
other than the Original Equipment Manufacturer.



Comments concerning the term "appraisal" were received from IFF and the IRRC. IRRC
suggested that the term "pre-damage condition" be used instead of "condition prior to the damage
in question". IFF wanted the word "determination" changed to "estimates" and have "assigned
by an insurer for a fee" added to the definition.

The Department has changed the definition to reflect the consistent use of the term
"predamaged condition" and agrees that "estimate" is more appropriate than "determination."
The Department did not add "assigned by an insurer for a fee" to the definition as not all
appraisers are paid by "a fee"; some appraisers could be salaried or compensated by other means
and by adding "for a fee" the Department felt that the definition would be too narrow. In
addition, the Department added the term "physical" so that the term "appraisal" should read "A
written monetary estimate of physical damage..."

IFF also commented that the definition of the term "consumer" should include a "lawfully
designated representative."

The Department believes that by adding "lawfully designated representative" to the
definition, this regulation would require more paperwork. The addition of "or the owner's
representative" is believed to be sufficient to address this concern. The Department has made the
change accordingly.

Crawford's, IFP, State Farm and the IRRC commented on the definition of the term
"predamaged condition". Crawford's was in favor of renaming the term "pre-loss." State Farm
commented that the term should be used throughout the regulation for consistency. The IFP,
State Farm and the IRRC recommended that the definition of "predamaged condition" be
changed to reflect "the function and appearance of the motor vehicle immediately prior to when
the damage in question was incurred."

The Department upon review and consideration agrees that the term should be used
consistently throughout the regulation and agreed to add "function and appearance" to enhance
the definition. The Department has made these changes accordingly.

Section 62.2. Licensing requirements.

The IFP stated that it found the requirements concerning licensing to be reasonable.

The IRRC indicated that is was unclear as to what "additional information" would be
required under (a)(2).

The Department does not believe that requesting additional information would be restrictive
or beyond the requirements of the act or the regulation.

The IRRC commented that according to the regulation, the Department determines the
trustworthiness of an applicant but that the Department does not specify how that determination
will be made. IRRC also indicated that it was their understanding that the Department will base
this determination on the factors listed in paragraphs (b)(l), (2), (4) and (5). The IRRC



suggested that if this was the Department's intent then the Department should delete
subparagraph (b)(3) and revise (b) to reflect the change.

Section 863 of the act (63 P.S. § 853) requires that the applicant shall be trustworthy. The
Department is charged with the responsibility to determine trustworthiness of applicants. Once
again, information concerning applicants may vary. Trustworthiness is determined on a case by
case basis after reviewing the information that is submitted to the Department. The Department,
therefore, believes that "trustworthiness" is also a required criterion of (b) and not the end result
based on (b)(l), (2), (4) and (5). As a result, this section has not been changed.

In addition, ASA wanted the existing language from § 62.2 to be retained and State Farm
wanted "Such a determination will be made by the Department" to be deleted from (b)(3),
suggesting that it was superfluous. It has been deleted.

The Department is also revising (b)(4) to provide that all felony convictions may be
considered, and not just those within the previous 5 years, in determining whether an applicant
should be licensed. This change was made to be consistent with sections 320 and 603 (a) of the
Violent Crime Control and Law Enforcement Act of 1994 (18 U.S.C. §§1033 and 1034). These
sections provide that no one convicted of a felony involving dishonesty or breach of trust is
permitted to engage in the business of insurance without a waiver from the Insurance
Commissioner. In (b)(l) the term "the application" has been changed to a more appropriate term
"applying". The Department believes that the new language is consistent with the intent to
determine trustworthiness and has not made any further changes to the section regarding
licensing requirements.

Section 62.3. Applicable standard for appraisal.

Sections 62.3(b)(4) through (b)(9) have been renumbered (b)(5) to (b)(10). The Department
has added new sections (b)(4) and (b)(l 1) as a result of the comments received and, in order for
the regulation to flow better, has placed the revisions where they would be most appropriate. In
addition the Department has reversed the order of paragraphs (c) and (d) to make the regulation
more readable. The only other changes to these sections were as the result of comments
received.

ASA, Michael K. Burke, Crawford's, IFF, State Farm and the IRRC all commented on
paragraph (a), relating to applicability standards. State Farm suggested that the "be signed by the
appraiser before..." requirement be removed as to allow for electronic signature. Both IFF and
IRRC recommended that "signed" be changed to "authenticated". ASA, Michael K. Burke,
Crawford's and the IRRC suggested that use of abbreviations in the regulation not be allowed.
ASA also suggested that we not eliminate the name of the insurer on the appraisal.

The Department believes that as technology changes, security in the use of electronic
signatures will become available, therefore, the Department agrees that the language in the
proposed regulation, "be signed by the appraiser before the appraisal is submitted to the insurer,
the consumer, or another involved party," be modified with language that allows the use of
electronic signatures. The Department also agrees that if abbreviations or symbols are to be used



in describing work that is to be done or parts that are to be repaired or replaced an explanation as
to what the abbreviations or symbols mean needs to be included. The Department therefore has
changed (a) to reflect these comments. However, signing an appraisal, either manually or
electronically, is necessary as to determine who actually did the appraisal. To have the appraisal
authenticated could lead to questions in the future as to who actually did the appraisal. The
signature would have a greater impact in determining this. The Department did not include in
the regulation a requirement that the name of the insurer appear in the appraisal, as it is already
required by statute.

ASA, Michael K. Burke, Crawford's, Richard R. Diehl, Engle's, IFF, State Farm, PARTS,
PCTG and the IRRC all commented on paragraph (b), requiring written disclosures.

Crawford's felt that the Department needed legislative authority to require a written
disclosure. Engle's also believed that "in addition to the requirements of the act" exceeded the
Department's statutory authority. State Farm and IFF believed that the language in the proposed
regulation required a separate written disclosure. Michael K. Burke commented that this was the
area that needed to be enforced by the Department.

The Department does not believe that the language in the proposed regulation requires a
separate disclosure document. This disclosure can be part of the appraisal if so desired. The
Department believes that it is within its authority to require a written disclosure to assure that
consumers are informed of their rights and responsibilities under the Act.

Crawford's suggested that (b)(l) would be more appropriate if the dollar amount of the
appraisal was changed to "preliminary dollar amount" to allow for adjustment of the appraisal.

The Department takes the position that the amount of the appraisal reflects the estimate at the
time it is completed, and if subsequent reviews show that there is more work which is necessary,
the consumer in entitled to have the vehicle reappraised.

ASP, Crawford's, IFP, PCTG and the IRRC all commented on (b)(2) regarding responsibility
for costs above the appraised amount. ASP, Crawford's, PCTG and the IRRC questioned the use
of the term "excess costs". Crawford's stated that excess costs are not possible, in that all costs
associated with the repair of a motor vehicle are reasonable and necessary. PCTG stated that
"excess costs" would be inconsistent with the statute. ASP felt that (b)(2) was troubling in that it
is not clear what constitutes "excess charges". The IRRC stated that it was unclear what was
meant by "excess costs."

The Department agrees that use of the term "excess" in conjunction with "cost above" is
redundant; therefore the sentence is revised to read "A statement that costs above the appraised
amount may be the responsibility of the vehicle owner." The Department believes that this
change clarifies that only costs related to the return of the vehicle to predamaged condition need
be included in the appraisal.

IFP wanted the term "vehicle owner" changed to "consumer." The Department believes that
"vehicle owner" is more appropriate.



ASA, ASP, Richard R. Diehl, IFP, PARTS, PCTG, State Farm and the IRRC commented on
(b)(3) regarding the identification of shops by the appraiser. All these commentators believed
that the recommendation of an autobody shop by an appraiser may lead a consumer to believe
that they must take their vehicle to a specific repair shop that was mentioned by the appraiser.

The Department had suggested that appraisers "may11 offer the names of two shops in order to
provide the consumer with the names of shops that would be able to do the work consistent with
the amount of the appraisal. Under no circumstances could the appraiser require that the work be
done at any specified repair shop. In response to the comments, the recommendation of two
shops has been deleted. However, the Department believes that the consumer should be able to
obtain information regarding repair facilities that will be able to repair the vehicle for the
appraised amount and has added a new paragraph (b)(4) to reflect this consumer assistance. The
old (b)(4) has been renumbered to (b)(5). Also a new (f)(4) has been added to specifically
prohibit an appraiser from mentioning the name of any repair shop where the repairs can be
made, unless the appraiser also points out that there is no requirement that the repairs be made at
any specified repair shop. These important disclosures provide the consumer with notice that the
repair of the damaged vehicle may be completed wherever the consumer wants it to be
completed. It is paramount that the consumer be provided with enough information so that the
consumer is aware of what work is being done to the damaged vehicle. Where that work will be
performed is the consumer's choice. The appraiser and the insurer must disclose this option to
the consumer.

ASP, Crawford's, Engle's, IFP, PCTG, State Farm and the IRRC commented on former
(b)(4). This section has been renumbered to (b)(5). ASP and Crawford's believed that the
language was too restrictive and not inclusive of the necessary details to return the vehicle to its
predamaged condition. Engle's believed that the term "complete11 should be added to the
subparagraph. IFP, Engle's and the IRRC also questioned the reference to the appraisal clause.
IRRC specifically was concerned that this regulation is not the appropriate manner in which to
inform consumers that they may use the appraisal clause in their policy if the policy contains
such a provision.

The Department has added "known at the time of appraisal" as suggested by many of the
commentators to this paragraph in former paragraphs 62.3(b)(4), (b)(5) and (b)(7), now
numbered as paragraphs (b)(5), (b)(6) and (b)(8). The intent is to make the appraisal less final.
The Department also agreed with the IRRC comment that the invocation of the appraisal clause
should be more appropriately conveyed in another manner, such as an informational brochure
that the Department can send to the public when requested. Therefore, we have deleted the
reference to the appraisal clause.

Several commentators including the IRRC mentioned that in former paragraph 62.3(b)(6),
now known as (b)(7), the tax should be only on taxable items. The Department has made the
change to clarify that only applicable items are taxed.



Engle's, IFP and State Farm commented on former paragraph 62.3(b)(8), now known as
(b)(9), relating to the location of replacement parts. State Farm questioned what parts were
referred to in this section, IFP wanted the Department to consider language "needed to return the
motor vehicle to its pre-accident condition" rather than "condition equivalent to, or better" while
Engle's stated that this did not provide a consumer protection.

The Department reviewed the suggestions and believes that the statement "listed parts" refers
to any part that is used in the appraisal. The term "condition equivalent to, or better" refers to the
condition of the new or recycled part to be used in the repair of the motor vehicle and not to the
pre-accident condition of the part being replaced. In addition, by listing parts used in the
appraisal, the consumer becomes aware of what is needed to repair the vehicle to its predamaged
condition. Therefore, the Department has not made any changes in this subparagraph.

ASA, ASP, Crawford's, Engle's, IFP, PARTS, PCTG, State Farm and IRRC all commented
on former paragraph (b)(9), now known as (b)(10). PCTG stated that only OEM parts should be
allowed on a vehicle while the vehicle is under warranty and that the use of non-OEM parts
should be allowed only after the warranty has expired. State Farm wanted the appraisal to
specify what non-OEM parts were used and to clarify the warranty provisions. IFP suggested
that "original part" be changed to "part being replaced" as the original part (OEM) may have
already been replaced. IFP suggested that the warranty of the part being replaced only be for the
remaining coverage in the existing warranty. Crawford's stated that the inclusion of non-OEM
parts was inconsistent with the statute's intent. PARTS wanted the term "manufactured" inserted
in lieu of "supplied". PARTS felt the key was to distinguish between OEM and Non-OEM parts
and not their source of supply. ASA questioned whether recycled parts would be considered in
the aftermarket term as used in this paragraph. Engle's stated that the warranty on a non-OEM
part does not make the part equal to an OEM part. ASP suggested that the company should be
mandated to pay for the use of OEM parts. The IRRC suggested that the Department explain
why the provision should not apply to all other aftermarket crash parts. The IRRC requested that
the Department clarify whether this paragraph pertained to all aftermarket crash parts or only
non-OEM aftermarket crash parts. The IRRC also questioned the intent and reasonableness of
the warranty being equal to or better than the warranty on the original part. This comment
reflected IFP's concern. The example cited was that "if the original part had a five-year warranty
and was three years old, the warranty on the replacement part should be for two years." And the
IRRC wanted the Department to clarify who would make the determination that an aftermarket
crash part voids the warranty on the original part.

The Department believes that the revision of the definition of "aftermarket crash part" and
the deletion of "nonoriginal equipment manufacturer (non-OEM)" will allow the revised
paragraph to be consistent with the intent. Because the Department cannot require the
manufacturers to make parts with varying warranty periods, the Department believes that if a
part is replaced, the warranty should be at least as great as the remainder of the existing warranty
on the part being replaced. By matching the "OEM" warranty, the question of an inferior
warranty is moot. The Department is also revising this paragraph to eliminate the use of the term
"non-OEM." This will offer even a greater consumer protection as the use of aftermarket crash
parts must have a warranty of equal or greater duration than the remainder of the existing
warranty so as not to void the warranty on the part "being replaced or any other part" which



language has also been added to the paragraph. As to clarifying who determines the voiding of
the warranty, the Department does not have statutory authority to make that determination. It is
believed that the original warranty provider will make that determination and if they are not able
to make that determination, recourse may be had through the legal system.

The IRRC also stated that it was not clear if the appraisal must specifically indicate which
replacement parts are non-OEM or just simply indicate that the appraisal is based on the use of
non-OEM parts. The IRRC wanted the appraisal to indicate what parts are non-OEM parts and
that, for it to be meaningful, the appraisal should include the definition of non-OEM aftermarket
crash part. The IRRC also suggested that disclosure is required if the appraisal includes
"aftermarket crash parts supplied by a source other than the manufacturer of the motor vehicle.'1

The IRRC believed it was the Department's intent to require disclosure of parts not certified or
manufactured by the original vehicle manufacturer. The IRRC also wanted the Department to
include when the use of recycled OEM parts are used.

The Department has revised the definition of "aftermarket crash parts11 to be "a nonoriginal
equipment manufacturer (non-OEM) replacement part, either new or used, for any of the
nonmechanical parts that generally constitute the exterior of the motor vehicle, including inner
and outer panels". The Department agrees that it is necessary for the identification of all
aftermarket crash parts, and that if such parts are used that a definition of "aftermarket crash
parts" shall be included in the appraisal. Therefore the subparagraph has been revised to reflect
these changes. New subparagraph (b)(l 1) has been added to require a definition if aftermarket
crash parts are used.

In former paragraph (c), now known as (d), relating to salvage value, ASA wanted to retain
the language that existed under the original 62.2(c). Engle's wanted to include other equipment
such as airbags and supplemental restraint systems. IFP wanted to merge (c)(l) and (2) to form
another unified paragraph. PARTS recommended that reference to section 1117(a) of the Motor
Vehicle Code be provided to the consumer. State Farm wanted to eliminate the requirement that
the salvage amount be in writing. And the IRRC agreed with PARTS that reference to section
1117(a) be included in this regulation.

The Department agreed with PARTS and the IRRC and has changed (d) to include reference
to section 1117(a). In addition, the Department believes that it is in the consumer's best interest
to have this salvage amount presented in writing to the consumer. Therefore, this provision
remains in the regulation.

In former paragraph (d), now known as (c), regarding betterment of the vehicle, Engle's
disagreed with the changes while IFP agreed with the Department's changes. The IRRC
requested that the Department be consistent with the term "predamaged condition" as suggested
by State Farm. The IRRC also questioned whether it was the Department's intent to clarify
"excess costs" raised in (b)(2) and that the deletion of the old heading has caused some confusion
here. The IRRC also suggested language that would clear up their second concern with this
paragraph concerning the phrase "request the use of parts other than those listed on the appraisal,
or otherwise wishes to repair the motor vehicle to a condition better than that existing prior to the
damage incurred."


