MICROFILM DIVIDER

OMB/RECORDS MANAGEMENT DIVISION
SFN 2053 (2/83) M

[ou NUMBER

DESCRIPTION

2




1 BENATE TPANSPORTATION

ep2sse "




2001 SENATE STANDING COMMITTEE MINUTES
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 Senate Transportation Committee
Q@ Conference Committee
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Minutes: SB 2358 relates to the use of replacement crash parts in motor vehicle repairs.

Randy Schobinger: ( District 3; Supports) See attached testimony and proposed amendments.
Senator Fischer: ( District 46; Supports) Supports bill.

Lane Quandt: ( Chairman of ND Auto Body's Association’s Legislative Committee; Supports)
See attached testimony.

Senator 'l‘rénbeath: Is it your practice to advise customers of the parts you use?

Lhno Qundt:' Absolutely, There are certain insurance companies that will only put on lower
quality parts. We are the ones caught in the middle of the insurance company and the consumer.
Senator Trenbeath: For the recotd, as thi proposed bill is written, after-market parts such as
starters, alternators, tires, batterios, radistors, eto. are not included in this bill, correct?

Lane Quandt: That is correct.
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Bill/Resolution Numbet SB 2358

M Hearing Date 2-2-01;2-8-01;2-15-01;2:16-01
" Senstor O*Connell: In a lot of cases bolt holes don't line up, is this the types of problems we are

thlking about?

Laﬁe Quandt: Fit, finish, thickness of metal, there are a multitude of problems.

Etton Christopherson: (ND Auto Body Association; Supports) Shows example of defective
headlight and states that there is no consistency or standards.

Nell Krueger: ( Valley Ford Collision Centér; Supports) See attached testimony.

Dick Hedahl: ( President of Hedahl!’s; Supports) He fecls like the “seven” year old part of the
bill is unfair and also prefers this bill to be an insurance bill, not an automotive bill. He states that

his main point is that industry should inform the consumer.,

~ Scott Heintzman: ( ND Auto Body Association; Supports) States that ND is one of eleven states

that do not have regulations on this issue,

Terry Wels: ( ND Association of Insurance and Financial Advisors; Lobbyist #365; Supports)

See attached testimony,

- Elleen Sottile: ( Keystone Automotive Industries, Inc.; Opposes) See attached testimony. She

‘hands out vatious auto parts comparing original and Non-OEM parts showing Non-OEM patts

are of same quaiity.

~ Shaut Miller: ( President of Fargo Bumper; Opposes) See attached testimony.

Jim Yost: ( Dakota Bumper and Body Supply; Opposes) States that his return rate is less than
3% and his non-OEM parts are 40% cheaper than original parts. This bill limits competition and
people will fose jobs if this passes.

Rob Hoviand: ( Center Mutual Insurance; Opposes) Stated that he gives his customers an option

10 pay higher premiums to get OEM parts, Auto Body owners and employees, insurance
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adjustérs, and insurance agents are not paying higher premiums for OEM parts; doesn’t that say
it all?

Seniator Trenbeth: You talk abcut endorsements, what’s the language used?

Rob Hovland: “ If you want to be guaranteed to have use of OEM parts” versus * Like kind of
quality”

Jack Gilils: ( Executive Director Certified Automotive Parts Association; Dircctor of Public
Affairs for the Consumer Federation of America; Opposes) See attached testimony.

Paul Traynor: ( Nodak Mutual Insurance; Opposes) They are the largest domestic insurer with
over 200 employees in ND, Insurance rates run in cycles. We have been in a 13 year suppression,
this is starting to change., Expect approximately a 15% increase in auto rates for ND.

Patrick Ward:; ( ND Domestic Insurance Company; State Farm Insurance; Nationa! Association
of Independent Insurers; Lobbyist #281; Opposes) See attached testimony:,

Kent Olson: ( NDPIA; Lobbyist #70; Opposes) Recommends three years instead of the seven
years stated in bill,

Dean Richter: ( State Farm Insurance; Lobbyist #408; Opposes) See State Farm pamphlet.
Leah Coglean: ( American Insurance Association; Lobbyist #289; Opposes) Opposes bill.
Hearing closed.

Committe reopened on 2-8-01,

Senator Trenbeath gives out a handout, Needs to get amendment yet.

Committee closed,

Committee reopened on 2-15-01,

Seiator Trenbeath hands out a proposed amendment,
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Senator Trenbeath motions to accept proposed amendment. Seconded by Senator Mutch. Roll
call taken 4-2-0. Senator Trenbeath moves to Do Pass as amended. Senator Mutch seconds. Roll
cgll taken, 3-3-0, FAlLED.

. Committee reopened on 2-16-01.

Senator O'Connell Motions to Reconsider bill.Seconded by Senator Mutch. Voice vote roll call

- taken, 6-0-0.

Ssenator O’Connell motions to Do Not Pass, Seconded by Senator Bercier. Roll call taken. -

3-3-0. FAILED.

Senator Stenchjem hands out proposed amendment. Senator Bercier motions to Do Pass as
amended. Seconded by Senator Trenbeath, Roll call taken. 5-1-0.

Committge closed.




 PagN3, ine 3, ater "new* Insért "o recycled” |
F’m 3, line 7, afw "ncw" indert "or recycled"

Co pﬁo.’a. line 9, after “new" insert “o recycied”

| o Paod 8, line 12, aftet “than” insert “new or recycled"

" Renumber accordingly
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PROPOSED AMENDMENT S TO SENATE BILL NO. 2358

a Paoe 1 2:: ‘g’ rotgsbva "'lnsurer" means an Insurance company or any person authorized to
AR f n

:‘Pugu rmwmo
- F’ago 1, liné 10, remove "b." and remove replacement crash”
 Page 1, remove lines 12 through 14
* Page 1, line 16, replace d"” with *b°
Page 1, temove lines 17 and 18
Page 1, line 19, replace ** with "¢"
Page 1, line 21, replace "g" with *d"

Page 2, line 2, remove “and obtain®

Page 2, remove line 3

Page 2, line 4, remove “representative”

Page 2, line 7, remove "and Authorization®

Page 2, replace lines 13 through 31 with:
“This estimate has been prepared based on the use of automobile parts not
made by the original manufacturer. Parts used in the repair of your vehicle
k‘y othar than the original manufacturer are required to be at least equal in

nd and quality in terms of fit, quality, and periormance to the original
manufactured parts they are replacing.”

Page 3, remove lines 1 and 2
Page 3, line 4m *original equipment manufacture;' with "or recycled” and after “the"

Page 3, line 8, replace “uniess the motor vehicle owner consents at the” with a period

Page 3, remove ines 7 through 12
Pma.m1a,mmmwmmmmaamunmmm
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i) Ifthe vote is on an amendment, briefly indicate intent:
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Total  (Yes) No Q
Absent 0
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If the vote is on an amendment, briefly indicate intent:
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aenators _ Yes No, Senators
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‘Senator Trenbeath, Vice-Chair \/ | Senator Bercler A
Senator Mutch 1 X |
Senator Espegard D4
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If the vote is on an amendment, briefly indicate intent:
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2001 SENATE STANDING COMMITTEE ROLL CALL VOTES
' BILL/RESOLUTION NO. Z % g g
Committee

Senate  Tramsportation

Subcommittee on
. or
m Conference Committee

Legislative Council Amendment Number [0l Cl(g 0303

Action Taken DO DQSfD S MM_,

Motion Made By A Seconded A 4
) By ___J_L%Dbl
Sento - _ » A , Senators ”
Sengtor Stenehjem, Chairman Senator O’Connell

Senator Trenbeuth, Vice-Chair | Scnator Bercier
Semor Muteh

Total  (Yes) 5 No ‘

Absent Q
Floor Assignment | "\’N_ !\blaz%

| If the vote is on an amendment, briefly indicate intent:




: m*r NG Wﬂze wo ‘Module No: SR-30-3797
February 15, noiuam. Garrier: Trenbeath
| | Inseft LC: 10696.0303  Title: .0400

,'-“ : nepomorsu(r&nﬁne coumrrmee .
m Coniitittes Stetishjem, rman) recomme
M FOLLOWS and when so amended, recommends DO PASS
(5 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). SB 2368 was placed on the Sixth
order on the celendar

Page 1, line 8, rtemove *"Insurer” means an insurance company or any person authorized to
represen g

Page 1, remove line 9

Page‘i, line 10, remove "b." and remove "replacement crash"
Page 1, remove lines 12 through 14

Page 1, line 15, replace "d" with "b"

Page 1, remove lines 17 and 18

Page 1, line 19, replace "f* with "c"

Page 1, line 21, replace "g" with “d"

Page 2, iine 2, remove "and obtain”

Lo Page 2, remove line 3

? : . - Page 2, line 4, remove "representative"
C Page 2, line 7, remove "and Authorization®

! Page 2, replace lines 13 through 31 with:

i "This estimate has been prepared based on the use of automobile parts
v not made by the original manufacturer. Parts used in the repair of your
g vehicle b{ other than the original manufacturer are required to be at least
b | eﬂual in kind and quality in terms of fit, uallty. and performance to the
o original manufactured parts they are replac ng."

Page 3, remove lines 1 and 2

Page 3, line 4, replace “original equipment manufacturer* with “or recycled" and after "the"
insert “vehicle"

Page 3, line 6, replace "uniess the motor vehicle owner consents at the" with a period

Page 3, remove lines 7 through 12

Page 3, line 1 ?, remove "Thig section only applies to molor vehicles of a model released in the
current’

© Page?, remove line 14
| Renumber accordingly

() EEK, (5 OOMM Page No. 1 6R-200707
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2001 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, SB 2358

House Transportation Committee

'O Conference Committee

Hearing Date March 8, 2001

Tape Number Side A Side B Meter #
] X 2,065

Committee Clerk Si ﬂ!at ‘_M?f//

Minutes: Rep. Weisz - Chaipmman announced that all those wishing to appear on SB 2358 there

was due to time constraints, each side would be limited to 45 minutes. Note: This was not
enforced and the hearing continued from about 10: 25 AM and ran until about 12:40 PM and the
hcaﬂng was held open for late filed testimony.
Rep, Weisz - Chairman opened the hearing on SB 2358 (version 300 ); A Bill for an Act to create
and eﬁact a new section to chapter 51-07 of the North Dakota Century Code, relating to use of
replacement crash parts in motor vehicle repairs.
Sen Schobinger: I am a State Senator representing District 3. District 3 includes most of east
Minot including Surrey. A copy of his written testimony and his proposed amendment are
Rep. Thotpe: ( 2532 ) My first question is who are you presenting this bill for?
‘ ‘Scn. Schobinger I sponsored this bill and the people who support this bill will be up testifying
;- tu it
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House Transportation Committee
Bill/Resolution Number SB 2358
Hearing Date March 8, 2001

Rep. Thorpe (2562 ) Is this presented as a consumer protection bill and is that the theory we are
moving forward on ?

Sen. Schobinger: The intent of this bill is to allow a motor vehicle owner to consent to before and
after market parts before parts are put in the car. It is a policy question.

| Rep. Thorpe: ( 2612 ) If it is consumers were are protecting where are they, | have not had one
¢-mail, nor heard one consumer testify for this bill. I would like to know who they are?

Sen, Schobinger: There are currently many, many law suits outstanding, Refer to the earlier

testimony -- the lllinois case. It is the largest in the country by one of the largest insurance

| companies in the country as a class action law suit,
%‘f Rep. Thorpe: ( 2692 ) We are talking about consumers in North Dakota,

Sen. Schobinger: The consumers are the policy holders.

S T

Bg;_,_’[hgm (2706 ) Have the body shop people been unable to resolve this issue through the

Insurance Comissioners Office? Which in my opinion is one of the best insurance commissions
in the nation. If this question needs to be resolved why have you and the body shops not brought
this to the Insurance Commissioners Office?

- Sen. Schobinger: This is a policy issue and this is the policy making branch.

| Rep. Thorpe: (2761 ) My experience in the legislature is that when these type problems come up
~ they were handled in the insurance commissioners office and if could not resolve them, then he
= brought them to us, Is that right?
~ Sen. Schobinger: 1 respectfully disagree.
| W( 2858 ) 1 don't want to belabor this but if you apparently don’t t "*" nsurance

. npanics the adjusters, the Insuranice Commissionets and knowledgeable consumer out there to
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Committee

make decisions for themselves about their repairs and before I could even consider this bill |
would respectfully need a fiscal note from whatever department that would be handling
enforcement of this measure and also explain the overall cost -- you may grin about this but we
are talking millions and millions of dollars -- so I would like that fiscal note addressing the
impact on the insurance premium payers of this state on 750, 000 or more vehicles registered in
this state required to be insured. We also request that the sponsor furnish a realistic number of
expected inorease in vehicles will cause to travel our roadways without insurance coverage. |
would like that figure. Further I respectfully request an analysis of the effects this bill would
cause on all the owners and lessee of motor vehicles leased or under long term contract who find
themselves in a severs deficit situation due to the great increase in units being totaled out due the
associated due the associated increase in cstimates through body shops, If you can furnish all that

to me I would be happy to look at this bill,

- Sen, Schobinger: I could make an inquiry and try to find as much as possible of that

~ information--- I would need a copy of your notes -- the questions.

Sen. Flakoll: I just want to speak briefly as I believe this to be a consumer friendly bill. I have a

handout for you. A copy of that material is attached.

Rep. Mahoney: ( 3443 ) Are you saying that the after market parts are inferior,
Sen. Klakoll: Yes

" Ron. Malioney: ( 3460 ) And that s based on?

Sen. Fakoll: I'll let the experts testify to that but if you take a minuscule percentage of being off

"-take a look a how tlght some of these hoods and doors fit --- it can have a phenomenal impact --

) and thm can follow secondary and tertiary problems associated with because if your doors start
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rubbing -- and if a new door causes problems in the rest of the car then you have secondary
problems assoviated with that -- so am [ saying that overall they are inferior, -- they are less
quality than original parts -~ yes.l

Rep. Thorpe: ( 3530 ) This could go on for hours -- I have had an occasion to have need of hood
Instaslled on the pickup 1 am driving -- its out here in the parking lot - - I bought it from a GM

dealer -- it had the GM wrapping on the outside -- that part number on it -- first when I took it

home -- when I unwrapped it there was nothing on that to indicate where the hood came from --
except for a little sticker which was still on it on the inside --- it said it was made in Mexico. 1
presume GM contracts for products from Mexico and 1 presu:ﬁe the after market parts are
probably bought from the same place. Now that’s OEM crude I spent all afternoon washing and
sanding that - to get it straight so that I could use it, ] don’t know if the after market hood would
have fit would have been better but at last the new hood wasn’t up to my expectations. How are
we going tell when that hood is installed by a shop -- how is a person going to know where that
hood came from. Whether its OEM or after market ?

Sen. Flakoll: I believe there will be other who will come after me who -- but I believe -- looking

at some of the hoods I’ve seen -- [ believe they are stamped inconspicuously so you can identify

them and those in the industry have knowledge of where they come from. Now it’s a situation

where -- are all these other parts terrible -- not necessarily -- but it is just like wearing your
seatbelt-- you have a greater chance of safety -~ of having what you want to have happen if you
are wearing a seat belt - - what [ am saying is that you have a greater accuracy in the original
parts than you do with something else made from a stamp that was --- what they do is five

Y . stamps and they will take an average of those and they say that is the one we’re going to use.
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Lance Hagen: | represent the North Dakota Autobody Dealers Association. What we originally
drafted and the amendments is what we anticipated would be before this committee. That is the
way this bill should have come down, Fortunately Sen. Schobinger and | communicated back and
forth --- we were up against a deadline to introduce this bill. WE needed to fix the bill and with
the amendments is the bill we wish was before you, but the amendments were stripped in the
Senate floor debate, The person | represent before you - - we never had any intention of cutting
the recycled parts people out of this bill, I think that a part of this has been overlooked -- it is in
section “c” where it gives the definition of a recycled part. Part of that was struck and we should
have had recycled in there. We passed this bill over here with the expectation that the
amendments like would be in the bill here.

Rep. Weisz - Chaitman ( 4097 ) Do ycu have any data that shows the inferiority the after market

parts?

Lance Hagen: Mr. Chairman -- I would like to leave that to the people I .

Rep. Thoreson: (4142 ) I believe there were about three different amendments offered in the
Senate -- | think from what I have been told you refuted all of them?

Lance Hagen: No -- actually -- I only saw one amendment -- we offered our amendment
originally -- that never got moved in committee -- the one before you now -- but I only saw other
amendment. | am not aware of three of them. One thing about it though is that this bill is good
for economic development in North Dakota -- I think Northwest Airline is appreciative of it --
the newspaper association should be appreciative of it -- so hopefully we can fix this here.
Waynwe Quant . [ own a body shop in Minot and I am Chairman of the ND Auto body

~ Association’s legislative committee. Our association supports the amendments present by
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Senator Schobinger. Is important that they get added to the bill. And, it is especially important
that the amendments concerning recycled OEM parts get added to this bill, Most of the body
shops want to be able to use recycled and salvaged OEM parts in our repairs, I do need to clarify
some misconceptions of 2358: this bill does not mandate nor required the use of OEM original
equipment parts; -- it only asks that the consumer be made aware of the parts being used and that
the consumer consents to any the use of any parts that aren’t OEM; Next, this bill is not about
body shops versus the insurance industry. We both have the same customers. The problem is that
the insurance companies have been sold a ‘bill of goods’ by the after market parts - crash parts
companies, They have been told they will provide parts of comparable and like quality to OEM
parts but they are not. If crash parts were consistently as good as OFM thers would be no need
for this bill. How many would be concerned about Monroe shocks or Cham,pion plugs -- these
are know and reputable companies -- with proven names we have come to know and trust but if
your vehicle was in an accident how would you feel about a ‘profortune’ grill installed in car or
an ‘insure’ fender --- and he added a list of other names and parts- - without your knowledge?
How many of you have read your automobile insurance policies? And really know that these
parts can be used on your vehicle? I wish that all parts were and are created equal but they are
not, At the last hearing parts were passed around for you to compare but you can’t tell a book by
is cover and the look as good but the real test will they fit on the vehicle. I have pictures of
vehicles we have worked on since the last hearing and these photos prove my point -- these will
be passed around for you look at. After market parts are not equal but there are people here who

will tell they are. One thing you need o understard is that the people from the insurance industry,

? KAPPA? And the people who supply and distribute the parts do not have to sit across the desk
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from the consumer -- look them in the eye and say -- we were able to restore vehicle to
pre-accident condition and this a quality repair that were are proud of -« we have to do that every
day. AT the Senate hearing the statement was made that the body shops wanted to use OEM parts
because they can make more profit on higher price parts -- on the contrary -- in fact we would ask
the bill would be amended so that we could use recycled parts which in many cases are less than
half the after market crash parts. It has also been sald this bill would raize insurance but let me
quote the consumer’s report --most auto insurers endorsed imitation parts because they can be 20
to 65% less expensive than OEM, The companies we survey provided no evidence that those
savings were passed on to the policy holders. Another suggestion the idea of a separate insurance
policy for those who prefer to use of new or original OEM parts. Robert J, Hunns(sp ?) Council
of the national Association of Independent Insurers opposes this law because and I quote ** It
creates the presumption that competitive parts are of inferior quality”. To that I say Amen.

I contacted five insurance agencies in Minot that handled the secdndary insurance that they now
have the OEM policy available and one of those agencies was aware of such a policy. This made

it very hard to get a price quote to see the price difference between these policies. To me the

| OEM policy is the insurance company's way of offering the consumer yet another band aid on the

issue of after market crash parts, As you Il know a band aid is no good if it is not placed over the
sore. By the same token a two-tiered policy is of a little value if the insurance companies are
unaware of I and the consumer doesn’t understand. What good is a lifetime warranty on a part

that doesn’t fit on the vehicle. Until the day that all after market crash parts are equal consistently

 to that of OEM I feel we nieed this law. The only reason I am here is for the consumer. Rep,

) M_( 5152)1 took the occasion to go up to Commissioner Poolman’s office and asked them
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if they had registered complalnts from consumers -- here is the letter I got -- they have not had
one --not one complaint. If this is such a big problem for consumers would the Insurance
Ciommissioner had a least one complaint?

Wayne Quant: I believe that the reason they don’t have any complaints is because the body shop
has taken the effort to get the OEM part and put it on or they hav. made the adjustments
necessary to make the after market part work. We do have to make the customer happy.

Rep. Thorpe: ( 5304 ) | know that you do a fine job -- however, to get at some of the base of what
We are doing here -- are new original or after market parts -- when you buy them from your
supplier who ever they may be -- you do have mark-up on these parts - right? ( yes we do )
So if the OEM parts are higher you are going to make a few more dollars -- right?

Wayne Quant: Seriously, this not about making trying to make more money on higher priced
parts -~ it is about fixing the consumer car back to pre-accident condition. 1 will be very honest
with you -- when I helped to introduce this bill--I did not have profit in mind.

Rep. Carlson: ( 5459 ) When a car comes into you that been wrecked -- who picks the parts that
_are go on that car? You do the estimates for the individual but who picks the parts that are going
on there and doing it everyday? |

Wayne Quant: There can be various people -- there are time that I will write an estimate -- that
has all OEM parts on -- It gets sent to a desk adjuster -- that estimate can come back with after

| market or non-OEM parts -- it can come back with where the estimate is -~ there is also times
that an insurance company will make a decision on the type of parts that will be used on that
vehicle -- I feel the consumer need to be a part of the decision making so they can be a part of
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Rep. Carlson: ( 5603 ) We are talking inferior after market parts and terms that [ am not all that
familiar with -- do you have -- in how many -- in 80 % and 70% -- how many per cent of the cars
you fix do you have the say in what parts are going to be used?

Wayne Quant: I would say that right - about 50% of the time we would have the say of what
sctually s used. |

Rep. Carlson: ( 5705 ) When you get a part and | am trying to remember your origitial OEM --
but how are you assured that when you get a part -~ a new hood for example for my car -- that
has a stamp on it -- 1 don’tif its Ford, GM or Chrysler -- that that park wasn’t made by someone
else in the same shop that was made for the other company that sent you the parts that weren’t
OEM ?

Wayne Quant: The only assurance that | would have is that it was delivered to me by the GM or
Ford dealer -- that it has the GM or Ford stamp into the metal, and in a lot of cases you can tell --
by the quality but I couldn’t say for sure that I could tell.

Rep. Carlson: (5826 ) So you feel - if you got two hoods and one was an OEM and the other
came from which ever one of the companies you listed -- both are made in Mexico -- one had a
stamp on it and one didn’t -- is there any difference in the thickness of the metal -- or the way
they are bent or the way they fit -- what is the inferior parts of these metal works because I've
got a letter from a body shop and he said that the way they had to find them in the tin size or the
metal -- is that correct or not correct?

B ‘Wayne Quant: 1 guess what [ would like to do is read just a little bit of -- just paragraph out of

| ;this magazine - “Auto World Weekly” -- this will also answer Mr. Mahoney’:v. question earlier --

o “This issuc at the heart of these law suits is whether imitation parts are as good as those made by
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the vehicle manufacturers, The National Coalition Marketing Institute recently conducted a
survey that found that 97% of OEM replacement parts fit vehicles correctly but only 27% of the
“? Sp 7 -CAPPA” certified parts and a mere 13% of non-KAPPA certified parts provided
accoptable fit. The survey also found that non-OEM parts geﬁerally take longer to install and
finish, It found that the installation time to as much as 33%.”

Rep. Carlson; (6049 ) If you get inferior products or what you feel is inferior -- a hood -~ a
fender or whatever-- would you or would you not put it on?

Wayne Quant; There are things that make a difference on this --- one, if the customer needs the
car the next day or not --- in a perfect world, no I would not put it on, I would want to wait until |
could a part that fit correctly -- that my technician wouldi’t have to spend an extra hour -- but we
are not living in a perfect world.

_Ruby: (6147 ) Hold does a vehicle have to be before there are after market parts available?

| Wayne Quant: They can be available as quickly as one year -- the reason that is, is because like
the ‘89 to ‘98 chevey pickup -- that was the same vehicle for the parts that we are talking about
for about the last ten years -- so a lot of times they are available as after market for that vehicle
the same year.

TAPE 2 SIDE 1

Rep. Schmidt: ( lost the question in change of tapes. )

Wayne Quant: Rep. Schmidt, the percentage --- what you are saying, right now I would say the

percentage is -- what you are saying is they are paying for it themselves, they are not using

, | insurance The would be - 5% of our business -- maybe.
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Rep. Schmidt: ( 16 ) 1 used to have a pickup -- after 4 years we just took our collision off our
pickup. And when we traded them off I would put anything on there as cheap as possible. Please
don’t charge me a lot of money to fix it. I figured out I was a lot better off not carrying insurance.
So you are talking about saving some serious money are you not?

Wayne Quant: That’s true. When you -- when the customer pays for it themselves-- they now
have choice of what part is used on the vehicle. [ think that is what we are talking about,

Rep. Thoreson: ( 82 ) Do you ask the customer when they come in what kind of parts they want
-- whether they want original parts or n- . - - do you have any kind of conversation with them
about that?

Wayne Quant; At this point -- because there really is no regulations -- the customer isn’t involved
-- of course, we ask them what theie preference is -- but we don’t have to right now -- there is no
disclosure - - That is one thing I would like to point out -- that North Dakota is only one in ten
states that has no regulation in after market parts -- that is ma answer to Mr, Thorpe’s question
to Mr. Schobinger.

Rep. Thoreson: ( 152 ) So when you do ask them what is their answer? Do they say they want --
Wayns Quant; I feel that a;lswer depends on the year of the car -- sometimes they wili do
whatever you feel and what works the best for you,

Rep. Weisz - Chairman ( 194 ) Is it an issue -- you mentioned that -- you are a repair center and
you and you repair rather than replace -- do you see that as an issue? Do you feel old parts should
be replaced? Should all parts be replaced?

Wayne Quant: Absolutely not. Our business is to repair cars and what's happening so often now

~ is the way vehicles are being built -- many cases the parts have to be replaced. At this point I
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would also like say that | have no problem replacing it with a used OEM part, | weuld definitely
do that before I would put an afler market part on. We repair as much as we can - yes.

Rep. Weisz - Chairman_ ( 268 ) If you repair you use some body flller -- that is not original any
more -- it i not back to the way it was -- it may look it but it is not.

Wayne Quant: Actually there are vehicles that come from factory that body fill in certain piaces
on them -- and the way our shop does it -- what we try to do is make the repairs so there would
be no more than 1/8 inch at the most -- 1/16 inch of filler. We guarantee our work for the life of
the vehicle when it comes to repairs,

Rep. Thorpe: ( 295 ) Who pays for the rental fee when the car is in for repairs? The shop or the
insurance company?

Wayne Quant: Usually - - it just depends on how the accident happened, if the customer it the
claimant -- in most cases the other insurance company responsible for the work will pay -- if the
customer needs it -- if it is the customer’s fault, if he has rental coverage then his insurance will
pay for it -- and if the customer doesn’t have coverage then the customer pays for it -- we are not
a shop that supplies our cars at no cost.

Rep. Thorpe: ( 360 ) Do OEM parts companies, do they recall any parts like hoods, fenders, hood
latches, doors, ~-?

Wayne Quant: I sure hope they do because if there is problem with them you -- I would want to
make sure they are off the market -- if there is a problem with them of course they do --it is like

anything else in the country -- radios,--- or whatever there are always recalls,

Rep, Thorpe: ( 404 ) OEM parts aren’t state-of-the-art either.
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Wayne Quant: OEM are what is made by the manufacturer for that vehicle-- 1 will tell you from

experience in the body shop OEM parts are consistently better than after market,

Rep. Thorpe: (471 ) I want to make a technical correction, Ford, GM, Toyota and all the others
are assembly plants -- the parts are out sourced and made for them by somebody else are they
not?

Wayne Quant; That is correct but they have to meet minimum standards and that the thing - -
and that's the problem -- after market parts do not and that the reason we are here today.

Rep. Mahoney: ( 530 ) Do the after market parts do they give some kind of guarantee and do the
OEM -- both do they both guarantee their products.

Wayne Quant: We do have someone here today that has all the information on guarantees. I will

pass for now,

Scott Heintzman: ! am a body shop owner and President of the North Dakota Auto Body
Association. A copy of his written testimony is attached.
Rep. Weisz - Chairman ( 891 )it well after 11.35 AM and we are going to have to limit
testimony due to time constraint -- | apology for that we will hear only new information if you
have “new” testimony. Then we will go to the opposition testimony.
Neal _Krueger: I am the District Manager of the North Dakota Auto Body Association and |
* manage a collision center in Fargo. He furnish information from CAPA and in the interest of
time asked the committee to read the material, Copies are attached.

 Rep. Weisz - Chairman ( 1213 ) Do you feel that the-- having the after market industry in there
B has lowered the price and allows for others to compete? And has lowered the price of OEM
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Neal Krueger: Yes that is a true statement,

Rep. Weisz - Chairman ( 1243 ) If this bill passes will the probiems go away?

Neal Krueger: Tiie price of OEM parts has been a battle up and down with after market parts and
yields a good competitive market with that -- but what you have seen with the body shop
industry they have lowered those parts to be competitive but they have also raised there prices on
the other ends -- parts that are not crash parts. So they are just cost shifting,

Rep. Kelsch: (1278 ) My car is in right now and 1 know that the customer can ask or has the
right t0 choose but don’t they get what they ask for?

Neal Krueger: In my business -- every day people ask for original equipment parts and | can not
give them original equipment's parts every day -- there a certain insurance companies that
mandate after market parts. You have to use the after market parts, There is not a day that goes
by that somebody asks us for original equipment parts and are made to put on after market parts.
The customers wishes are not always allowed and sometimes their insurance companies will tell
them their policies only allow after market replacement parts. That is why we are so in favor of
recycled parts, A recycled part is still an original equipment part.

Rep. Carlson: ( 1411 ) Give me an example of the safety issue f an after market part -- a hood is
a hood -- if it doesn’t fit quite right I can understand that - - but tell me the safety issue -- [ need
to understand where you are coming from on the safety side.

Neal Krueger: The safety issue on a hood per se is what you ask there -- there is a study in the
consumers report on the Honda -- every body is aware of a few years ago when that issug was in

the papers -- the safety of thay hood folded diff<rently than the OEM hood did -- there are

; inkie factors in OEM built in and they frid differently in an accident. They can crush
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. diﬂ‘erently Back in thc “70°s the hood came through the windshield, now it act like an accordion

E .ma crash because“ thcrc are wrinkle forms built in that hood. A magazine article showed that
| aﬁenmarket bumpers causgd more damage in crashes than OEM parts.
mmm ( iS 16 ) [ am trying to understand the after market market -- when they have the
: specs to build this hood they must have specifications to follow to fit the hood to the vehicle- -
do they not take into account the things you are talking‘about?

Neal Krueger: I believe they do hiave specs to build those hoods but not all hoods are created
equal. What we find in the industry is that when we have an OEM hood we have a better chance
of the fitting -- in after market it may fit as well or it doesn’t fit -- what we find is the when the
technicians and where we have must of the complaints come forward is that hood fit or that
fender does not hit the holes - should we get out our tools to adjust those holes -- what you heard
is true these technicians are battling this every day.

Rep. Mahoney: ( 1612 ) You see every where -- like packages that look a like and appear
identical to brand name stuff --it has a different label on it at half the price - - is it true that some
that carries over into the after market products -- aren’t some of these made by the same
companies?

Neal Krueger: I don’t know that to be true. [ can’t answer that honestly,

 Rep. Weisz - Chairman we will allow one more brief comment -- from someone who supports

2358, |

Carl Jacobson: I live and work in the town of Mandan, [ am a graduate from Wahpeton. I have

been a tech all my life. 1 worked ll7 years in a Ford garage. I am currently working for Ressler's

Cheviolet, T have put ater market parts carcer and [ have battled with time and time again. I
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e  just doesn’t measure up - take a fender -- you take an after market it doesn’t it we are allowed

to take that after market fender off and get another one and if that does fit -- take it off and try
again -~ the we allowed to put on an OEM -- that's the way we do it in our shop. I find this very
frustrating that I am put between the insurance companies and my boss and I have you as a
customer. The only way I can get you to come back to my shop is to give you quality.

Rep. Thorpe; ( 1832 ) I have been around this industry for 35 years -- now explain to me how this
OEM piece is going to be better for the customer and [ am sure you have done it - - ordered a
quarter panel --- say its OEM for a Chevrolet car -- the damage is done in the lower corner - or in
front of the wheel which ever and in all my travels through the state and I am sure I can go into
body shops right now -~ you order in the new panel and you will cut out the damaged section and

cut out a piece of the new quarter panel and fit in there -- now haw does it make it better for me

as a customer?

Carl Jacobson: Actually it wouldn’t make it any better but I would choose to replace the whole

panel. Iuse the panc! as a template. It is critical to me that is 1 ‘pulled’ the vehicle to being
squate - - that panel is my next object that shows my datum and if 1 put the fender up there and it
doesn’t fit -« I can get the line from top to bottom -- its too wide -- too short -- Then I go and
order a GM fender. This what they want. I have it pulled now do I have another problem -- with
the after market world -- I have no clue on that, I put the fender on --I don’t know and then if |
am forced out I have to start prying and bending

Rep. Weisz - Chairman ( 2008 ) Just a comment, if any one here has been able to testify they can
leave it with the clerk and he will make sute that it gets into the record,

OPPOSITION ON 2358,
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: : "Elieen Sottile: I am director of Government Relations for Keystone Inclustries and ABPA an

| Aassocihtion‘ of auto parts stores around the country, My first comment is that up until today

millions and millions of vehicles have been driving the streets throughout the country without

consumer ‘protection. What happens is we don’t have a problem. There hasn’t been consumers
complaining, There is not one state I have walked into where the insurance commissioners office
where | have the consumers have identified a problem. This is not a consumers bill. It is mostly
the body shops are trying to package it and the car companies helping to -- this a battle truly
between the car companies and ihe after market. All across the country they are proposing

legislation similar to this to gain additional market share. This industry is 12 billion dollars. We

~ are talking about a lot of money here. Mr, Ford once he would give all his cars way if he could

have the all the parts and service business, If we can sell parts at a lower cost this how we are cut
into the car companies business and their profits on parts. The differential in cost on parts is

equal to easily be a full 30 -to as much as 60 or 70% - from what their part is to what our part is.

We can fit our parts to be functional equivalent. And the customer ask for an after marker, an
alternate, -- or what ever you want to call installed on their vehicle -- they are made whole again -

it is not until that things are stirred up that it seems to be an issue, Now across the country we

" have seen legislation like this but there has been some miss information given to you. One of the

representatives said the first time he has seen wars until he sees what is happening here. First of
all there are not 40 states that require consent -- there simply is not. There is only a hand full and
those are being looked at as being problem children in those states, Thirty three states have

disclosure, Here in North Dakota you have disclosure on your estimate. Body shops are
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| disclosing what they use on the estimates as an economy part. Now we have been told that this is
a consumers bill because we need to give the consumers a choice. Yet they are confusing the
true policy -- they are suggesting that they are the only one the consumer can invoke a choice
and that is at the time of the accident -- an emotional situation and in the body shop. There is no
possible way a consumer standing in a body shop ié going to sign off on a consent to an
authorization form to authorize that body shop to use an after market part or an alternative part
under those conditions. There is a very good reason why they lose because the consumer has the
choice of $300 hood or a $550 hood you got another nickel coming out of their pockets --so if
your are given choice you are probably going to clearly going to say ‘If we are the consumers
getting fleeced quite folly’; but your not given the choice and we don’t stand chancr:, We don’t
stand a chance because we are not there to be seen for who are -- what we do -- we are not there
to tell the consumer that ? Tu lee -- sp? One of our large distributors makes parts for Ford,
Mitisubsi, Suzski, Toyota and Keystone and hundreds of other companies whom I stand before
and that I represent. We are not there to tell our story. The consent question is one of contract. If
someone is shopping for their insurance if they truly want rider preference for OEM parts they
can buy a policy for insurance that provides that for them. So this insurance would put designer
and specialty parts on their car and pay for them, That is the consumers decision at the time of
purchase, Not the body shops. On top of that they are other situations in North Dakota where
you are able to get the type of policy you want you to have for your car. Now in addition to some
of the information that's been getting to you today I would like to tell you a little bit of our story
~ 80 that you can understand who we are and where woe are coming from . Keystone is the largest

* orash parts distributor in the country with 3000 employees. There are probably about 700 - 800
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thousand jobs around the country who are using our products whom I representt in the parts

industry. We are merely an alternative. This industry came about in the 1970°s. There was a car
companies had an absolute monopoly. What happened is that in that monopoly the prices had
gotten very very high. There was enough of a window there for parts distributors there to go to
the manufacturers and see if théy couldn’t buy from them. Now what happens is how our parts
actually engineered is that are reverse engineered. We don’t have OEM spec to pay for. The part
is purchased and measurements are taken , the parts are purchased around the country because
not all OEM parts are not created equally, You can see that from all the recalls in recent years.
Those parts are fitted to the vehicle. The best fitting parts are the parts out mold is fit from, This
is called process manufacturing and it works. It is a very common practice. So those parts don’t
have all the engineering and design costs, This is one of the reasons why we are able to provide
parts of a lower price. Not because they are cheap. Because we don’t have the cost that go along
with designing the parts. | can assure you that in the last three years none of these bill of this type
have passed. That is because it is a bad idea, You would be restricting the market. You would be
eliminating jobs. You would be closing this state and many of the companies I am representing --
you would be closing the state because we wouldn’t be welcomed here, It is a monopoly bill.
This not about consumer choice. Now if there are questions about safety, the insurance institute
for auto safety recently did a crash test on a Toyota Camray and a car company’s vehicle and they
scored the hoods from the car company hood and the after market hood . The after market hood
scored higher in a side by side with a video running to record both simultaneously. That video

| clearly showed and has shown over the years these parts perform exactly the same. There is
nothing in the article that which says that these don’t perform. I have that article here with me
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and they quote it but it is not in there --it is not in there.The Insurance Institute of Highway

Safety doesn't have cause. The crash tests in the United Kingdom year after year confirms this.
Tests after tests have shown these parts perform exactly the same -- exactly the same way the car
company's. The other thing that has been mentioned- - is again that this is a consumers bill -- the
spokesmen for Auto Safety supports the use of after market part. The Consumers Federation
supports the use of after market parts. Ralph Naders group -- the Public Citizens favor the use of
after market parts and to leaving the market place open. All of those are real consumer advocates
who believe there is a place in this industry for after market parts. The consumer again are well
taken care of with the selection of these parts. Before 1 spoke a gentlemen from the dealerships
said something I have been hearing all over the country -- he said when you put the GM part on
and it doesn’t fit he assumes it could be his workmanship. He would have to pull the car. He is
assuming perfection in with factory made part. If it is an after market part we don’t get that same
consideration. So it is not that maybe he didn’t stretch the car to factory specifications it is the
after market part and it couldn’t possibly fit. The biggest problem we have is perception and a
bias, The reason Midas Muffler is after market and Diehard batteries are after is and other
companies are after market is they have been around a lot longer than we have.We don’t have the
money to compete with what the car companies put out in terms of propaganda to the body
shops through their newsletters and trade journals and to consumers, Note: She then held up a
series of brochures, posters and ads and described some of them.--

These are put out by the car companies to belittle us because they want to get all that business.
They also want the service business, The next thing they want is to build stand alone centers to

compste with the afler marketers, But if you back up a bit there is nothing wrong with what we
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are doing. The alternative parts is a cost effective way to repair your cars. It is OK to have your
car repaired in a body shop in what ever way so long as you give your consent. But if sou rebuild
a 23,000 Camray with OEM parts it costs you $101,000 with car company parts and designer

parts. So if you had a totally dead vehicle they wouldn’t destroy that vehicle at the body shop and

buy you a new one but they would buy OEM parts and repair for you at a greater cost. The

consumers can afford that, It is not in the consumers interest but if the body shop had to buy you

a replacement car they would lose. It is the car companies that win again. It is still true today as it
was in the 1970’s when we don’t have a replacement part to compete with them their cost for the
part are astronomical. Sometimes up to 700% more than they should be. Some have mentioned
the quality and the fit and quoted that 97% of the parts OEM parts fit and that 27% of after
market parts fit and that 13% of non certified that fit. That’s ridiculous. I represent a company
that does 400 million dollars and if only 13% of our product fit I wouldn’t be standing here. You
can make a study show anything you want it to and I don’t know who did that study. We have
been in business since 1948, Now there a study has some validity to it. it is called 7??? That is a

council made up of industry folks, body shops, distributors, manufacturers, insurance adjusters,

~ and we meet quarterly. What we do is with industry specialists who look at cars with original

equipment along side cars with after market parts and they have contest to see if they can discemn
which is which, They score them -- the top three - - in the last three times the after market parts
cars scored higher in terms of fit, appearance, finish and acceptability. This is a market place

issue it can not be address in a legislative war room -- this is the market place, we have been in

| | business since 1948, We don’t have all year parts, It is unlikely that a new vehicle is going to get

an after market part on it because it is under warranty.
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ng_g_ar_gg& ( 3915 ) Just a summary in conclusion that you believe that your parts are neither

| unsafe nor inferior?

Eileen Sottile: Yes. There is no difference, the General Accounting office is saying all along

there is safety issue with after market parts. The General Accounting Office has done studies and

back this up.

Rep, Price: (3992 ) Would you have any objection to the consumer being told what type of parts
are being put in?

Eileen Sottile: No, none. If I may I will past around a factory part and one of ours --it is a
headlight assembly for your to compare and the difference in price is between $60 and $70.

Rob Hovland: I am the President and the CEO of Center Mutual Insurance Company base in
Rugby. We have been existence for about 85 years, we have 28 employees there, We are truly a
mutual company and by that I mean the customer is the company. Our policy owners are my boss
and there is no one who is driven by a profit. I represent consumers of North Dakota who are
policy holders and [ am here to strongly oppose this bill, A question was asked up front was
about notice. One of the things that I wish would have been ask of the body shop people “Do

you provide notice if after marker parts are used?” Absolutely, I don’t know of a body shop that

doesn’t provide notice --they even draft the notices. So I don’t thing this is an issue of notice.

They are given that right on the bill, That is not the issue. I think the issue is a matter of costs and
OEM parts cost more. [ have heard the arguments of the proponents four times -- two time in
1999 and two time this session and one of the interesting thing is that conspicuous by its abscnce
is 1o one says who s going to pay for it. I thing the assumption is that apparently the insurance

a1y going to absorb this cost and not pass it on to the consumer. I have information here and 1
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hope I can drive home is that it doesn’t matter if it is this bill or any other bill which increase our
expetises is that all of is it going to be to be passed on to the consumer. What [ have here is a
com_pila_tion of statistics from the National Associations of Insurance Commissionexs and it
takes them couple of years to do it and so the statistics are a couple of year old. I did get an
update of the 1998 numbers. What I have here is summary of what has happened in the private
passenger auto business as far as the physical damage which is what we are dealing here. And
where we are at as an industry. | have highlighted a couple of facts, Each of you are now
receiving a copy of this. A copy is here attached. To somehow to imply that we are going to
absorb this is simply a scare tactic.

Rep. Weisz - Chairman (5572 ) How much higher are the premiums actually for the OEM parts
policy? |

Rob Hovland: The average is about 6%. That’s the long answer but we do offer dizcounts.

Paul Traynor: I will pass around my prepared comments. I am secretary and general counsel for
NoDak Mutual. A copy of Mr, Traynor’s statement are attached.

Rep. Weisz « Chairman ( 118 - Side 2 Tape 2 ) How many are here who to still want to testify on
2358? We are trying to give you the same amount of time -- we will close the hearing at 12:30
PM. Clerks note: Rep. Pollert later filled in for Chairman Weisz. The hearing continued to abeut
12.40,

" David Hovde: I am here as a consumer-- I am a State Farm Insurance Agent from Minot. No
‘body asked me to come here. | am here on my own as & consumet. I am going to read this -« asa
former territory manger for standard motor parts from Long Island, NY . One of the largest

manufacturers of automobile replacement parts bullt to meet OEM specs and a former parts
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manager of a Buick-Cadillac dealer and now a State Farm Insurance Agent. For 23 years. |
stroﬁgly urge you to vote no on SB 2358. It is not a consumer advocates bill. It is the exact
opposite. All of us will pay higher insurance premiums because of this bill if allowed to pass.
They will be able to charge any amount for those parts and the consumer will pay the difference.
The argument that anything less than an OEM part will not fit is a bunch of bologna. Use a little
common sense -- a body part is not a precision pat like a bearing, valve, eleétronic ignition,
gaskets, water pumps, and the list goes on, If the analogy were true, then we would not need
parts stores like Napa, Motor Server, Hedahls, and others because we would have to go to Ford
Motor, Chrysler Motors, GM dealers, to get our parts.l believe that competition is good for our
economy, its good for our communities. I believe the parts are meeting the quality standards of
CAPA -- Certified Automotive Parts Association and are of good quality.

Sean Miller: 1 am President of Furgo Bumper, We sell after market parts. We have been selling
after market parts for 20 years, Our purpose in this industry is to compete against the OEM parts,
1 feel the we prdvide the competitive pressure that the OEM manufacturers have to compete
apalnst, Our industry comprises only 15% of all available OEM parts. We don’t need restrictions
on competition. Our warranty in every instance meets the OEM warranty and in some instances
our warrantees are better than the OEM’s. We oppose this bill because it restricts us to openly

compete.

Rep. Weisz - Chalrman ( 769 ) How large a percentage of the parts you sell come back to you?

Sean Miller: We have researched this and our return percentage for al! reason is about 15%. By
all reasons I mean damaged parts, wrong parts, parts shipped in error, and then there are parts
rejected by the body shop.
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Bm_Qg;lm ( 800 ) there have been concerns brought up about the safety of after market parts.
Have you ever had any problems or involvement in litigation that says what you sold was unsafe
and had a problem in a vehicle?

Sean Miller: In the twenty years | have been in business I have never experienced the issue of
safety with parts nor have I ever been involved in any litigation.

Ron Nordstrom: Owner of Dave’s Auto here in Bismarck. | am here representing the State of
North Dakota Auio Recyclers Association. We are a statewide organization. Our reason for
being here is to oppose the bill in its present form as it was introduced. Two years ago we were
promised we would be included as new or OEM recyclers. We weren’t included for whatever
reason. It got kicked out. Most of it we believe is pulitical, -- confusion, -- or what it might be.
This session were again promised we would not be forgotten and again we are not included. To
their credit, Mr. Schobinger did hand out amendments which would include us. We are here to
look for promises kept.

Pat Ward: I represent the North Dakota Insurance Companies. Mr, Wards comments were
presented in written form -- a copy is attached.

Rep. Pollert - Vice Chairman: We will not be acting on this soon. We will leave the record open

for you file late filed testimony for those of you didn’t get to testify today.

CLERKS NOTE: There were many late filed documents, several video tapes and some colored

brochures filed. An effort was made to include everything in the permanent record. We could nnt

identify the persons in all cases who left materials on my desk after the hearing,
Rep, Pollert - Vice Chalrman: Closed the hearing at ( 1175 ) on side 2 tape 2.
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2001 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2358B
House Transportation Committee

Q Conference Committee

Hearing Date March 16, 2001
Tape Number Side A Side B Meter #
2 X 2,550
Committee Clerk Signature ‘ 7

w

Minutes:Rep, Weisz - Chairman opened the work session with roll call. Several bills were up for
action.

Rep. Price: Introduced for consideration some proposed amendments to SB 2358. A copy of
these is attached.

Following explanation and discussion the proposed amendments were approved and carried on a
voice.

Rep, Price: I move a ‘Do Pass as Amended” for SB 2358,

On a roll call vote the motion failed: 6 yeas 7 nays 1 absent.

Rep, Carlson: 1 moved a “Do Not Pass as Amended’ for SB 2358.

~ On aroll call vote the motion carried: 7 ycas 6 nays 1 absent,

| Rep. Kelsch was designated to catry SB 2358 on the floor.
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10&60006 o o Prepared by the Legislative Council staff for
Title. - ‘ | Represontative Price
. March 16, 2001

PROPOSED AMENDMENTS TO SENATE BILL NO. 2358

Page 1, removae iines 8 through 14

Page 1, line 15, replace "d" with "a" and after "Recycled" insert "vehicle"

Page 1, remove lines 17 and 18

Page 1, line 19, replace "f* with "b"
Page 1, line 21, replace “g" with “¢"

Page 2, line 4, replace "collision" with "damage"

Page 2, line 7, remove "and Authorization Form"

Page 2, line 8, replace "ten-point” with "twelve-point" and replace "collision” with "damage”

Page 2, line 21, remove "manufacturer or"

Page 2, line 22, remove "Ask your Insurer or repalr facility for specific, written”

Page 2, remove lines 23 and 24

Page 3, line 4, replace "original equipment manufacturer” with “or recycled vehicle"

Page 3, line 6, replace "unless the motor vehicle owner consents at the" with a period

Page 3, remove lines 7 through 12

Page 3, line 1?, remove "Thig section only applies to motor vehicles of a model released in the
current

Page 3, remove line 14

Renumber accordingly

10696.0306

»»»»»




House Transportation

Date: 3//"’

Roll Call Vote #:

BILL/RESOLUTION NO. <4 2

/ol'

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES

Committee

D Subcnmmittee on

or
] Conference Committee

Legislative Council Amendment Number

| If the vote is on an amendment, briefly indicate intent:

Action Taken
t
Motion Made By __ Seconded By _@Z_&%___
Representatives ges/ No Representatives
Robin Weisz - Chairman Howard Grumbo
Chet Pollert - Vice Chairman John Mahoney
Al Carlson /" | Arlo E. Schmidt v
Mark A, Dosch v Elwood Thorpe 4
Kathy Hawken v
Roxantie Jensen v
RaeAnn G. Kelsch v
‘Clara Sue Price W
Dan Ruby %4
Laurel Thoreson P
Total  (Yes) 4 No ‘7
4
Absent 7/ - -
Floor Assignment Zf‘ m@ﬂl,
i 7y




Dwte: a//&
Rod Call Vote #:

2001 HOUSE STANDING CC//MITTEE ROLL CALL
MLLREEOLUTIONNO. S5 23




Page 1, remove iines § hwough 14
M‘.N‘&W'd'm'o'

v Page 1, remove ines 17 and 18

« Page 1, ine 10, repince “" with b*

] Page 1, Wne 21, repiace °g" with *c"

Page 2, lne 2, remove "and obiain”

Page 2, remove line 3

Page 2, ine 4, remove “repreventative” and replace "colicion” with "damage”

Page 2, ine 7, remove "and Authorization Form”

Page 2, ine 8, replace “ten-point” with “twelve-point” and replace "collision” with "damage”
Page 2, ine 21, remove "manufacturer or”

Page 2, line 22, remove "Ask your insurer or repair faciiity for specific, written”

Page 2, remove lines 23 and 24

Page 3‘ nl::.}t 3\; m “original equipment manufacturer” with "or recycled” and after “the"

Page 3, line 6, replace “"unless the motor vehicle owner consents at the” with a period
Page 3, remove lines 7 through 12
Page 3, line 13, remove "This section only applies to motor vehicles of a model release! in the

Page 3, remove line 14
Renumber accordingly
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Testimony on SB 2358
Senate Transportation Committee
Chalirman- Sen, Bob Steachjem
February 2, 2001

Replacement Crash Parts

Gond Moming Mr, Chairman and members of tho Senate Transportation Committee. For
the record my name is Randy Schobinger and | am the state senator representing district #3,
District three inciudes most of eastern Minot including Surrey. | will briefly explain the bill,
what ::’o effoct will be, and offer some amendments that were originally intended to be part of
the bill.

Senate Bill 2338 is » bill that will extend notification to the owner of a motor vehicle
after an accident. It will require consumer notification when parts other than new or recycled
roplacement crash parts may become part of their vehicle. Tho key phrase in the previous
sentence is “Replacement Crash part”. On page | line 21 of the bill is & definition of replacement
crash parts, It reads, “Replacement Crash Part means a part typically replaced during repair of a

motor vehicle, including exterior sheet metal and any plastic component such as &
fonder, hood, door, bumper system, or related siructursl compenent”. This definition is
important because the most vocal opponents of this bill to this point are not impacted by this bill.

Pago 2 of the bill requires a “Notice to Consumer” of the type of replacement crash parts
to be instalied in their motor vehicle.

At this time | would like to propose amendments for the committee's consideration on
page 1 line 14 and on page 3 subsection 4. The first proposed amendment is a housekeeping
amendment Pago 1 line 14 strikes everything after “licensee”. The reason is that by definition a
“New original equipment manufacturer replacement crash part” would not be older than the
vehicle. The second proposed amendment will insert recycled as a part that can be used as a
replacement crash part. Subsection 4 on page 3, assuming the amendments are adopted, states
that a repair facility shall use “New” or “Recycled” replacement crash parts unless the motor
vehicle owner consents to the use of parts other than new or recycied.

Subsection $ o page three states that the bill only applies to vehicles seven years old or
less and have a gross vehicle weight of 10,000 pounds or less.

Mr. Chairman and member of the Senate Transportation Committee. As you know, the
bill is no stranger to this committee, As a matter of fact it was overwhelmingly supported by this
body two years ago. I bring this to your attention because it seems the senate was on the right
track when it gave favorabie consideration two years ago. \

On October 4, 1999 a jury awarded policyholders of the nations largest automobile
insurer $456 million for ordering repair shops to use substandard replacement crash parts. The
judge in the case subsequently ordered another $400 million in punitive damages. Mr. Chairman
and members of the Senate Transportation Committee. This bill is designed to ensure North
Dakota’s policyholders won’t ever need to become part of a similar class action lawsuit.

Mr. Chairman, As a former member of this committee, I know from experience SB 2358
will be given the time and consideration it deserves.




SENATE BILL 2358

Mr Chairman and Members of the Committee:

My name is Lane Quandt. | am the mansger of a body shop in Minot and the Chairman of
the North Dekota Awto Body Association's Legisiative Committee.

The firsi thing 1 feel | noed 10 do is clarify some misconceptions of this bill.

1. As defined in Page 1 lines 21 thru 24, "Replacement crash part” means a part typically
repiaced during repair of 8 demaged motor vehicle, including exterior sheet metal and
plastic component such as fender,hood,door,bumper systea, or related structural
component. This Bill is not concerned with aftermarket parts such as starters,

allernators, wheels,batteries, tic rods, water pumps, condensors, and radistors which are
typically kown as mechanical herd parts,

2. This Bill does nnt mandate or require the use of O.E.M. parts, it only ask that the
consumer me mmdc Yware of the parts being used and that the consumer consents to the

wes of any parts that ar. Nou "EM. (Reomd Page? Nnes 3-12) Is there anyone here who
focls the customer shouldn have the right to know what kinds of parts are being used to
ropair his or her car?

If aflermarket crash parts were consistently as good as O.E.M. parts, there would be no
need for Senmte Bill 2358. But they are not.

How many of you here would be concerned about having Monroe shocks put on your car,

wwmmmm.mmhhoroli or Sylvania seal
These are proven companics with names we have all come to know and

tnut But, if your vehicle was in an accident, how would you feel about having a
Profortune grille put in your car, or an Ensure fender, a Jui Li hood, or a Gin Ho Lian

radistor support, without your Bwiedge?

1 wish all parts were created equal. But they're rot. 1 wish there was no need for Senate
Bill 2358, But there is. I would ask that you please pass it.

Are there any questions?
Thank you for your time and consideration.

Sincerely,
Lane Quandt
701-838-7218
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|* Yabruary 34, 1998
N.;"‘ L, wl—m ———————y
-+ Res State Farm Coliision Parts Sattlement
il T farm Insurance Company wis

SR "&'QGB y sattiad In the s - nc : ‘arm. had DuwT
i - - able

agoused of endeging An Ehe ‘URfAIx,. deceptive and highly pro
oractices of recuiring tha us heap ImitatIon PUTTE™ to Yepalr

veliloles belonging to thelr policy holders.

As many as 80,000 State Farm customers -may be covered by the terms of
this settlement., The company has mailed settlement notices to all of

its Illinois policy holders.

¢ Policy holders who are not satimfied with "im.tation* parts used
irs performed since July 3, 1990 will receive a certificate

in
entitling ¢ to the dited repair or replacement of those
parts, provided they ati!l own the vehicle. Repairs will be performed

at no coet,

* A § 40.00 per claim cash award will be paid to policyholders who own a

veliicle that was repaired prior to July 3, 1990 or to those who have
a ir made but who no longer own the vehicle. Policyholders

had

oan receive larger cash settlements if they provide evidence that the
use of "imitation" rather than OEM parts cost them more than $ 40.00,
or that it saved State Parm more than § 40.00,

T™his successful class action suit and settlement is not an isolated

1!01‘::: in the ongo effort to protect collision parts customers.
Ina ision made in May 1992, a Federal District Court ruled that
Xeystone Automotive Industries had kncwingly and intentionally

wi en it claimed that they met

sxepresented the lity of its parte w
gg;ialtioul.xxoytconc is the largest distributor

o enceeded OBM .T.
of imication collision s in the U8, and this ruling should convince
hom to refrain from ing false claims of quality in the future. *

and OBM parts are to be used if the customers so specifies.

v * *




ig Lle

CAPA blasts CR for slamming an estire product ine bused on
wsubstantiaied saiements by collision repairers, unsupported
clalms by a California insurance compeny, one allegedly de-
foctive hoad and a survey of only a small fraction of the mil-
lions of CAPA parts out there in the marketplace. (1 then goes
on 1 challenge much of the CR article, citing nunterous inac-
curacies. ‘The press reivase |s six pages long and arrived o
Late 10 make this lssue of ABRN. Wo'll run the entire reply
nexi monik, «

Though this kstest black eye for CAPA will be the tople of
much conversation In tho months shead, focusing on the infe.
rior quality of CAPA crash parts alone misses the point, The
Insurance industry spends » 1ot of momy tlking about freud.
If, in fuct, the parts they are specifylng are clearly not LKQ,
insurors are just as gullty of committing fraud as the colllsion
shop that knowingly Installs an Imitation pan but bills for
OEM. It’s timo for ull parties concerned (o tell it like it is. If

0 cate you haven't heord by now, the February lseue
of Consumar Reporis magazins festured & cover sory
Uhed “Shoddy Auto Parts: How To Best Car Repeir
Rip-Offs.” 1t's a slory worsh readiing end will, I'm
sire, become & prominest fixturs ln collision repair
Mwﬂummlﬁom 1t's wot that Consumer
Reports s Wiling the collision industry sayihing it doesn's
already knw, But |t s the first tims 8 natlonal consumer
publication has taken the time (0 actually teit 1oms of those
imitation crash parts the insurance industry s so fond of
specifylng. The results of those osts mirror what many cole
lision repairers have been saying for years—thai claims by
Insurers describing imitation crash parts as being of "like
, kind and quality” (LKQ) are yet snother oxample of that ¢u-
g rious phenomenon known as The Big Lie.
The Consumer Reports story hightights two key findings.
The first is that insurers eridorse imitation parts becauso thoy

wre less expensive—from 20 to 65 percent less, according o
the article—but that no evidence was provided to Ci¢ editors
(0 prove those savings are belng passed along lo consumers, if

these paits save money, fine. Glve consumers an informed
cholce and pass those savings on. But if, as the CR uniicle
says, we are merely shifiing the profits from ono big indus.

try—uuiomoblle manufacturers—io the pockets of another—
insurers—-then consumers are still being victimized.

Using vague descriptions like “functionally equivalent™ to
characterizo inferior replucement crash parts is, In my opin.

indeed such savings really oxist. Because the imitation party
makers are basically cherry-picking the best-selling pleces o
reproduce, one also can'l help but wonder if tho OEMs
haven't simply cosi-shified the perceived savings g incrated

i the parts specified are clearly not of “like kind and
quaiity,” insurers are just as guiity of committing
fraud as the collleion shop that knowingly
instalic an imitation part but bills for OBM.

ion, deceptive and has contributed (0 the hostility exhibited
toward CAPA parts by collision repalrers. As the CR story
sinics, & Saturn may be “(unctionally equivalent” 10 8 BMW,
but the two are hardly the same. If a replacement part is being

presenied 10 comsumers as 10 OEM, shoulda't that
part pesfornt as advertised Jffor years, the
manufacturers have buil their reputations on providing

mochunical replacoment parts tha “meet or exceed manufac-

by competition in one wres deeper into the car. Have you
priced a door kately? CR also found that the non-OEM crash
parts beeted weve lower quality, dida't fie properly and rusted
more quickly,

To be falr, the siory poinis 0wt that some Insurers ac-
knowledge the quality problem snd prescribe only OBM
ports, Other lnsiirors, lncluding the largest companies, claim

t0 rely on CAPA certification as an assursidce that the parts
they recommend or require in their policies s LKQ sre
oquivalont in form und function to comparable OEM purts.
However, the testing done 8 part of the story seema (0 indi-
cate that CAPA certification is no guarantes thal those parts
will bo equivalont t0 OEM specifications.

The article goes inio some detail sbout the testing CR per-
formed and outlines i~ experience of their enginsers trylng
10 beot (i both OEM am! CAPA fencers. That experience is
typical of what happeas in thousands of collision repair shops
every dey. Ia fact, ia virssally every test CR pesformed, ex-
oopt & comparison of nsile strchgth, the CAPA-cectified
crash parts provod inferior.

As you might expect, CAPA hes issusd 8 press release
challonging the Conssmer Reports article. In that release,

4

turers' specifications.”
Mhe crash parts suppliers?
T

Qi iality (n the replacement parts being specified by i

now that the proverbial feline is running amok, |
ive who read the CR article will

quality as well.

nol expect the same thing

formarbet o imiiation parts issue is a complicated

qQuestion that dossn 't lend itsell 10 easy answurs. There are
valid issues raised concerniug Lthe impact on competition,
coets and cycle time. Unfortunately, the rhetoric surrounding
this mmm both mumuou in

lene terme, but | don't beliove either side wp
this situation end up in a monopoly for anyome. Vhatl
9 belleve s that the collision industry is calling for M
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TESTIMONY SUPPORTING SB 2358
By TERRY WEIS
February 2, 2001
9:00 am

SENATE TRANSPORTATION COMMITTEE
BOB STENEHJEM, CHAIRMAN

Good moming Mr. Chairman and members of the Senate Transportation Committee,

For the record, my name is Terry Wels and | am here on behalf of the North Dakota Association
of Insurance and Financial Advisors, formerly known as the North Dakota Association of Life

Underwriters.

Our association has about 700 member insurance agents from all parts of North Dakota who sell
Life, Health, Property insurance as well as other financial products.

Our association stands in support of this Bill, We, as agents, would like to sec all the companies
treat pelicyholders the same when it comes to crash replacement parts. Consumers are confused
because now each company has a different standard for when to use original manufactured parts

and when (0 use after market parts.

We, as agents, are the people that get caught between the company who is paying the claim and
our customers whom we have to explain the company’s decision on the replacement parts,

1 know of a cass of an individual who was hit by another vehicle, it was the other person’s fault —
they had the same insurance company and unbeknownst to him the used car that he

that was only 2 years old, had customn wheel covers. The glass centerpiece in the hubcap was
broken in the crash - they were no available and the company would not buy a new set of
standard hubcaps to put on the car for $130. He was instead given a $35 check to replace the
valus for the glass center in the custom wheel cover that was no longer available. Consequently,
he had to drive with a hubcap with the center broken out and the insurance company thought that

that was all they were legally liable for.

I personally have hit 2 doer in the last 2-1/2 years with my 1999 Chevy Suburban and I do not
believe that it would be proper for someone with a $40,000 vehicle to be expected to have to put
on parts that do not fit.

I wonkd urge s DO PASS on 2358,

. Thank you for your support, I would be happy to answer any questions you may have.

<




RE:  North Dakota Senate Bill 2358
Aftermarket Crash Parts Legislation
Dear Senator Stenehjem:

In business since 1947, Keystone Automotive Industries, Inc. is the nation's leading distributor of
aftermarket collision replacement parts produced by independent manufacturers for automobiles and light

;

Keystone currently services more than 25,000 collision repair shop customers nationwide, some

of which are localed in your state.
We believe 8B 2385

*

Proposes an eight year monopoly for the original equipment manufacturers
indicates that use of aflermarket crash parts will negatively impact the manufacturer’s warranty,
which is in viclation of the Federal Magnuson-Moss Warranty Act
wv%mbmmmmwwwpmm

Mmlz:lbumum . Aflermarket perts are not safety components on the vehicle,
mmmmmwmwn.wummmmmm.mmmm

(]
North Dakola consumers will have (10 pey higher insurance premiums (0 cover the higher cost of
North Dakota risks alimination of many Jobs in the auto repeir indusiry i this bill is enacted

| s submitling information from verious resources the uee of sfermarket parts and would
mrmmuumﬂmm critical decision. Keystone asks you 0

88 2305, Please do not hesltste 10 call on me i you have any questions.
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Mr. Chalrman, Members of the Committee

My name Is Shaun Miller; I am the President of Fargo Bumper. I am here to testify
in opposition to Senate bill 2358. Fargo Bumper primarily sells Remanufactured
Original Equipment parts and New Aftermarket replacement Parts. We are small
single store parts busincsses who every day competes fairly against a glant parts
industry. Our non-OEM crash parts comprise at best 15% of all available OEM
crash parts. We don’t by siy means have all parts for all cars, We support our
state, pay our taxes and only ask that we be given an equal business opportunity to
sell our parts. This bill if passed as written would certaluty threaten our future, We
oppose this bili on two main areas

Our first area of opposition is that we feel that this bill is extremely restrictive. Page
3 section 8 of tl”, ) gg ‘written and if passed would require that automotive repair
shops for a perigg of y s (Correit year of manufacturer plus 7) use only New
Original Equiniyent qu jctured parts when repairing or estimating the repair of
a vehicle. We bﬂ 'Qbat G y’ rs ls imjnptlﬂcd, extmnely mtrlctlvc, and completoly
uummry.u.x S ey e T R ,

z’:»

di am otoppo-ltlon is tlm we feel tlut tbh bill is qm—oompmmc. Page 3
"9 _tghbllu Writton and if passed would require an automotive rep.lr
og) 5‘ srda mmn of OEM part and manufacturer whon:
] itive alternative sources for parts wosld wo.
L Jonir le.of § i ‘ s, Dbil as.written does nat promote falr and equal
ol oni bl '" " 5‘ a vory molg legal attempt to restries if not eliminate
A eﬁw e M thist sectioiis 4 and § on page 3 lhould h climinated from

"i o'pt.,\md)\ P !
G EAET ey

‘m oot mum 1would Iilw to lulu is that this bill is I»lu portnyed "
consumer protection bill. The sponsors of this bill L-ve been mislead to believe that
this bill ie nocessary because there is a huge consumer acceptance problem in the use
of all forms of parts other than OEM parts. From Fargo Bumpers experience | can
assure you that for over 25 years we have been selling high quality competitively
priced parts. These parts have been installed on and wsed successfully on lterally
thousands and thousands of consumers vehicles. We foel confident in saylng our

parts do not have a consumer acceptance problem!

mmmmswwn * Paint » Tools * Equipment
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T Testimony of

Juck Gillis
. Bxeocutive Director
Certifled Automotive Parts Association

Before the
North Dakota
Senate Transporiation Committee
on
Senate Bill 2358

February 2, 2001

My namo is Jack Gillis; I am Executive Director of the Certified Automotive Parts
Association, 1 also serve as Director of Public Affairs for the Consumer Federation of

America and am author of The Car Book, which is prepared in cooperation with the
Conter for Auto Safety. I ans here today representing the Certified Automotive Pasts

| , Asaoclatlon to comment on SB 2358,

| CAPA isa qon-proﬂt organization, which oversees a testing and inspection
program that certifies the quality of parts used for auto body repairs. CAPA's goal is to

~ promote price and quality competition in the crash parts industry, thereby reducing the

cost of crash repairs to consumers without sacrificing quality. We simply cstablish
standards for competitive parts in order to ensure their equivalency to car company parts

and provide consumers, auto body shops, and insurance companies with an objective
method of evaluating their functional equivalency. My written testimony includes an in

© depth overview of CAPA.

As & consumer advocate, | have spent nearly 10 years working on this program in
mb.mmmﬁmuwmypammompoly. Car
mwmillmofdoﬂmtodhmdiuﬂ«mukapmmmumm,co-
opt hody shops and intimidate state legisiatures into protecting their monopoiy with thinly

-;‘;‘__mmmmum This state by state appeoach has been adopted by car

“awmwmmmmmmem




CAPA strongly believes that consumers should have the right to have their
P = vpbicla repaired to pre-accldcnt condition. We also believe in disclosure, however, if
o | disclom'c is impoﬂnnt for simple cosmetic crash parts then it should be even more

, 'hnpoﬂant for oomplicated and safety related mechanical parts, Interestingly, auto repair

- shops are against this type of disclosure requitement.
 Consumers should also have the right to know that the vehicle warranty will not

cover non-¢ar company parts. However, tying the use of an aftermarket part to the

- voiding of a new car warranty is simply fraud and against Federal law,

| | What is at stake here is the consumer protection inherent in a truly free and
responsible marketplace. What the car companies and body shops are asking this
Anpmbly to do is to attempt to legislate out of business an industry which is forcing them
to offer competitive prices. For example, from the time of their introduction in 1983 to
1989, prices for fenders for the Chevrolet Chevette and Honda Accord, which were
subject to competition, dropped 44 and 38 percent, respectively, once‘competition was
introduced During the same period, front door prices, not subject to competition rose 30
and 45 percent for the same two models.

An example of just how over priced car company parts can be is best exemplified
by comparing a Ford hood with a corabination TV/VCR. A hood for a 1994 Ford Taurus
costs almost $400, and that doesn’t include painting, and installation. Comparably, a
combination TV/VCR sold by RCA costs around $200. It is not uncommon for a car
company to charge more for a simple stamped piece of than something that requires
‘complex assembly, has thousands of parts, and multiple opemtions including various
b@m and controls, movement of tape into place, electronic programming and a fragile,

 sophisticated, cathods ray tube. ‘This type of pricing is what happens when the product is

L oontromd by monopoly. RCA has many competitors forcing it to provide high quality
e, ,mwmoq.mddo«not

" Thil bill eﬁwﬂvcly emblmm the car companies as the benchmark for quality.




| BEWARB As a consmner advocatc who has spem over 20 years studying automobiles,
i : may I mpectm!ly offq;r a serious warriing; Using car companies as your benchmark for
’i';quanty is inviting disastor.
ot Each ycar. automakexs recall milhons of vehicles for safety related problems. In
- fact, in 1995, » record 17.8 million cars and trucks were recalled for safety-related defects
S more cars were recalled than sold. Furthermore, each year autos are the most
complained about product sold in the United States. A simple check with the North
Dakota Attorney General’s office will tell you what your citizens think of car company
quality.‘ Yet, this legislation puts you in the position of telling the car owner, “Insist on
~ quality--use only General Motors parts. Insist on quality--use only Ford parts.” In fact, in
the last 10 years, the U.S. DOT has recalled 2.7 million car company hoods for serious
- safety problems. By their owi estimates, more than 900,000 are still on the road. The
~ North Dakota Legislature ought to beware of using car companies as its benchmark of
‘quality and safety. North_ Dakota consumers know better.
 I'dlike to comment on some of the issues of concem to you.
Safety: CAPA certified parts do not have significant safety ramifications--nor are
there any federal safety standards for these types of parts. And I should be concerned—
~ I'vespent over 20 years of my life fighting for safer cars. Crash tests conducted on the
one part that could potentially have safety ramifications (the hood) show that it performs
no differently in crash tests than those hoods made by the car companies. Ironically, in a
recent attempt to discredit CAPA parts before body shops at a body shop trade show, an
- organization named Wreck Check conducted an unscientific crash test on a vehicle with a
" certified fender and hood. While the test was designed to find fault with CAPA certified
parts, the sponsors had to publicly acknowledge that the CAPA certified hood and fender

~ performed in tl;g same manner expected ofa_ car company part.

3 ‘mnuWns pmm: I know of i pctfect - certainly not thal of a car company. A
- recent collision repair demonstration conducted, ironically, to prove that CAPA parts
 were unsocepiable, actually resultpd in repairers rating CAPA parts as squal or better than
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car company parts. Not only was this conducted by collision repairers, but it was done in
a blind fashion - the raters didn't know which part was which. In the CAPA program,
when we discover bad parts, they are decertified and recalled. The car companies do not
do this. Nevertheless, would it make sense to force the industry out of business because
of mimkqs? If that were the case, what would this committee’s position be on Ford, GM,
and Chrysler whose safety defects force the recall of millions of cars each year? CAPA’s
standards requiring functional equivalency and quality address the concerns which
inspired the concept of a ban of aftermarket parts. CAP/1's presence in the marketplace
assures the consumer that quality will not be sacrificed in the name of competition. This
legislation would essentially take away that assurance.

On anothet note, there are those who would like you to believe that there is
something wrong with the fact that CAPA is funded by the insurance industry. This
allegation flies in the face of logic. If the insurance industry were trying to force problem
parts on consumers, the last thing in the world they would do is establish a non-profit,
independent, certification organization that fully complies with generally accepted
guidelines for third party certification programs--and hire a consumer advocate to manage
it. In fact, the easiest thing insurance companies could do would be to “throw up their
~ hands”, usé OF only, and pass the extra cost on to consumers. Thankfully, they are not
doing that.

Additionally, I want to point out that some of the most outspoken critics of the
insurance industry, including the Consumer Federation of America, Ralph Nader’s Public
Citizen, and Consumer's Union, have gone on record in support of CAPA and
aﬁénmrkct parts--quite an unlikely event if there were something inherently wrong with
the insurance industry initially funding such an organization,

I know this committee has some concerns about a recent article in Consumer
Reports on crash parts. Let me assure you I had the same concerns as a longtime fan of

g that publication. However, when I looked at the facts behind the article, this Is what 1

¢ CU found only one non-car company hood that failed & the last 10
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 years. Oﬂﬂw oter hand, there were 2.7 million car company hoods
investigated and recalled by the U.S. DOT.
o Cohsumcrs Uh,ion’ha’s ﬁot able to document wide spread problems with
* non-car company parts They relied solely on claims of problems by
éollisio_n i'cpairers.
e CU four io cvidence of safety problems with any of the parts.
¢ CU failed to mention that insurance companies provide full warranties
for repairs and rarely, if ever, do consumers need these warranties.
& | e CU failed to mention that if there were problems with bumpers, it would
i be at the expense of insurance companies.
a2 o CU sent the best car compény parts they found to the repair shop and did
not send the best CAPA parts. Nevertheless, the second best CAPA
parts did well.

It is clear that this legislative effort is a thinly veiled attempt to provide the car
companies with a monopoly on aftermarket parts. Consumer groups are concerned any
time a monopoly is protected, and this legistation will go a long way to protect car
company monopolies. Americans are not afraid of competition. Nor, I assume, are North
Dakota consumers. Yet, the spirit, intent and result of this legislation is to kill
competition. CAPA Standards offer a market place solution, rather than a legislated one.
Again, 1 urge you to vote for competition and quality. Thank you for your time.

~ Following for the record, is a brief explanation of the CAPA program.
THE CAPA CERTIFICATION PROGRAM
b " The Certified Automotive Parts Association (CAPA) has a fiftcen-member board,
K which includes representatives from auto body shops, consumer groups, insurance
companies, and part distributors. CAPA ourrently contracts with Entela Labs., Inc., 8
well respected, independent testing fucility, to conduct the testing, inspection, and

\ . compliance aspects of the program.
Replacement body parts that meet or exceed CAPA quality standards for fit,




_:- mucrials and corrosion resistance are allowed to display the CAPA scal and are listed in a
| | " di:ectory, which is widely available to the crash parts industry.
| In order for an afiermarket part to be certified by CAPA, a participating
 manufacturer must first allow a detailed review and inspectioh of its factory and
N manufacwring processes by our independent testing laboratory, which determines
| comj’)liance‘with CAPA requirements. We evaluate the tooling, assembly, painting, and
| ‘}irmpe'ction processes to ensure that the manufacturer is capable of producing aftermarket
| parts equal to, or better than, car company parts. In addition, the manufacturerls quality
~ control system and manual are reviewed for compliance with our quality control
standards.

Once the factory has been approved, the company can submit individual parts for
 certification. These parts are tested for material content, fit, finish, paint adhesion, and
corrosion, and are examined to ensure that they include markings identifying the
manufacturer and the country and date of manufacture. Finally, sample parts are placed
on vehioles to insure an accurate fit. If the part complies with all of the CAPA standards,
then the manufacturer is allowed to apply a CAPA Quality Seal to that part-the final step
in the certification process. In addition, CAPA has a recall program designed to remove
non-conforming parts from the marketplace - a mechanism which car companies do not
 have in place. |

Once the part has been certified, the factory is subject to regular random checks to
‘en,sure that the standards are maintained. In addition, there are random checks of parts
leaving the factory and in warehouses. CAPA also encourages the users of parts bearing
the CAPA seal to file a complaint if théy believe the part may not meet our standards.
CAPA’s random checks and complaint program have led to the decertification of parts
which originally met our standards.

The CAPA T,echnlcal Committee is made up of experts from a cross section of the
industry. This committee performs periodic, in-depth reviews of the standards, refining
them as required, to assure the continued quality of aftermarket replacement parts
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eceiving CAPA certification.
| ~ Our standards cover metal and plastic automobile parts, such as fenders, hoods,
doors, quarter panels, deck lids, bumper fascias and covers, header panels, and grille

opening panels.
All test procedures, where possible, refer to nationally recognized standards, such

83 those of ASTM and SAE. Each of our standards provides for testing and inspection

procedures, with detailed specifications for establishing the quality of the parts covered
by that standard. The standards include dimensional checks (form and fit), metallurgical
and material analysis (composition, mechanical properties and thickness), corrosion
protection (salt spray tests), and construction requirements, as well as identification and

ccrtiﬁcation markings. Form and fit measurements are made using a master checking

fixture (specially fabricated for each part) and a part from the original manufacturer.
About 4% of crash parts meet our standards.




R . WHATIS CAPA? The Certified Automotive Parts Association is an
 independent, third party, nonprofit organization governed by nine directors who represent
- consumer groups, auto repair shops, insurance companies and purts distributors,

WHAT DOES CAPA DO? CAPA develops and oversees testing and
inspection activities to certify that non-car company parts used in auto bedy repairs are the
functional equivalent of pasts distributed by the car companies.

WHY IS CAPA NEEDED? CAPA began in 1988 as a coalition of consumer
advocates, insurance companies, repairers and distributors who wanted to encourage
‘competition in the crash-parts industry in order to assure quality and control consumers'
costs. Until the 1970's, only the car companies made crash parts, and costs were higher
because of their monopoly.

Competition from non-car company manufacturers pushes down costs, but some
consumers worry about the quality of non-car company parts. The CAPA certification
program identifies which non-car company parts are as good as or better than car company

parts they replace.

HOW DOES CAPA DO THAT? CAPA sets standards and employs an
independent laboratory, ENTELA INC,, of Grand Rapids, Michigan, to inspect factories
and test parts. Only those parts that meet CAPA's rigid standards display the CAPA Quality
Seal and are listed in a directory that is widely available in the auto-repair industry,

WHICH PARTS DOES CAPA CERTIFY? CAPA certifies the metal and
plastic cosmetic patts that are most commonly damaged in crashes, such as fenders, hoods,
door panels, quarter panels, deck lids, pickap beds and sides, bumper covers, side moldings

! - L]

' HOW DOES CAPA MAINTAIN ITS INDEPENDENGE? CAPA's

" board represents a variety of interests. Its executive director, Jack Gillis, is a longtime

consumet advocate, automobile expert arid Consumer Federation of America (CFA)
executive. CAPA has a diverse financial base, charging certification fees to parts
manufacturess as well as receiving funding from insurance companies. It enjoys the sup‘Fon
of such consumer advocacy organizations as CFA, the Center for Auto Safety and Public
Citizen. Consumers Union reported that, it tworts to goals of CAPA and the
impoctance of competitive parts, CAPA is m after Underwriters Laboratoties (URL),
‘ s by the ince industry and now is an independent testing and
on body. ‘

TR e~
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~ HOW CAPA CERTIFIES PARTS

" Crash-replacement patts that meet the rigid equivalency standards
- of 2280 + page G Standards Manual may achieve certification from
the Certified Automotive Parts Association (CAPA), display the CAPA
“Quality Seal, and be-listed in a directory that's on CAPA's website
(www.CAPACertified.org) and widely available in the auto-repair
I . industry. Those parts achieving CAPA certification are equal to or better
Ve than the car-company parts they replace.
~ Here's how the process works.

i
THE CAPA STANDARDS: The CAPA Technical Committee -- composed of
experts in the quality, repair and parts industries - sets, reviews and refines standards that
CAPA-certified parts must meet. Specifications cover adhesive integrity, coating
performance, matetial composition and properties, mechanical properties, thickness,
appearance, corrosion protection, form and fit, weld integrity, fasteners, hardware,
- production requirements, assembly requirements and quality-control procedures.

INDEPENDENT EVALUATIONS: CAPA contracts with an independent
validator to ensure that participating manufacturers and their parts comply with the
standards, Currently, ENTELA, INC. -an international testing corporation with facilities in

* Notth America and Asia - tests parts and inspects plants for compliance with CAPA's

FACTORY APPROVAL: Before a part can be certified, the manufacturer's
facilities and manufacturing processes are inspected. ENTELA evaluates the manufacturer's
Vv purchasing, tooling, painting, manufacturing, quality-control and inspection processes to
g ensure they are capable of producing parts to CAPA's standards. N&fm may be submitted
for testing until the factory and its process achieve complete appro

PARTS TESTING: Samples of the part are tested against the CAPA
specifications. Form and fit measurements are made using a master part from the original
quipment manufacturer along with either a CAPA-approved checking fixture specizingllyn
mud_ for the part, or a coordinate-measuring machine in conjunction with a CAPA-
approved staging device. In addition, all crash parts must pass a wide battery of material tests
staged on an actual vehicle within manufacturer specifications.

- MAINTAINING QUALITY: Manufacturing facilities and parts are subject to
‘regular random checks by ENTELA. Additionally, CAPA encourages repait shops,
distributors, insurance adjusters and consumers to report parts that appear to be out of




NIZED PROCEDURES CAPA operates in
»d nal Standards Institute Procedure for Third Party
cation Programs and uses mte;mtxomﬂymcogmzed test procedures/standards from
pciety of Autoamtive Engmeers, the American Society for 'I‘esnng and Materials, and
the Amenmn Welding Society.
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icyholders in all states except

in lllinois and California.
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| VENUE: Williamson County Courthouse, Marion, Illinois.

L ]UDGE: Williamson County Circuit Judge John Speroni.

| ATISSUE% Did State Farm breach its policyholder contract to restore crash-damaged
 vehicles to their pre-crash condition.

PLAINTIFFS ALLEGED: The contract was violated when State Farm specified use
 of less-expensive generic crash-replacement parts - such as door panels, hoods and fenders -
that were not supplied by the original vehicle manufacturers. It was claimed that State Farm

knew that such parts could not restore vehicles to pre-crash condition, and that it committed
~ consumer fraud by failing to advise policyholders of that fact.

STATE FARM ARGUED: The parts it specifies match or exceed the quality of the

parts supplied by the original vehicle manufacturers. State Farm policies disclose that generic

parts may be used, Before any repair is made with generic parts, the policyholder is notified.

State Farm guarantees poli:'lZo er satisfaction with the parts, and few policyholders ever
complained that the parts proved to be unsatisfactory.

JURY VERDICT ON CONTRACT VIOLATION: OnOct. 4,199, the jury
found for the plaintiffs, deciding in essence that generic parts are incapable of retuming a
vehidle to its pre-crash condition. Ordered State Farm to pay nearly $456 million in damages.

{EEGE'S DECISION ON FRAUD: OnOct. 8,1999, Judge Speroni ruled that
Farm had committed consumer fraud and must pay $730 million in damages.

AFT ERMATH; State Farm is appealing with the support of both consumer and industey
groups, In the interim, it ceased using generic parts.




 WHAT THE STATE FARM CASE MEANS
By creating the impression that non-car company parts are inherently .
incapable of restoring damaged vehicles to their pre-crash condition, the State
Farm case threatens to kill competition and cause repair and insurance costs to

skyrocket.
Already, State Farm has suspended use of non-car company parts,

pending its appeal. As a result, State Farm paid $4.8 million more than

anticipated for replacement parts in the first month after the change. State
Farm expects costs to soar higher as car companies take advantage of their
- monopolistic position to raise prices. Higher insurance premiums will follow.
} _ And no insurance company can escape the fallout.

;o INO ONE IS SAFE: Dozens of insurers specify use of non-car company
parts, They, now, are threatened by similar "copycat” suits that are being filed around
the country, Another Illinois suit already has been filed against State Farm, CNA,
Allstate, SAFECO, Liberty Mutual, USAA and GEICO. Travelers and The Hartford
have been sued in a Connecticut court. These suits are sure to expand to parts from
such companies as Diehard and Monroe.

THE $100,000 TOYOTA: The Alliance of American Insurers illustrates
the high price of car-company replacement patts each year by calculating the cost of
pm a new car with them. In 1999, a Toyota Camry LE, retailing for $23,263,
‘czd la.bo $101,335.55 worth of car-company replacement parts, not counting paint

I ’

NON-CAR COMPANY PARTS COST LESS: Noa-car company
4 parts cost between 20 and 50 percent less than car-company parts.! And the savings
1 can be dramatically higher. In 1996, for instance, Pontiac charged $216 fora 1995
. Grand Am replacement fender that was available from a generic manufacturer for
b $59; a replacement hood for a 1995 S10 Blazer cost $337 when purchased from ~
Chevrolet, $132 from a non-car company producer.? State Farm says use of generic
parts saved its policyholders almost $234 million in 1997 alone.

2 CONSUMERS ARE NOT AFRAID OF COMPETITION: In
fact, they expect and demand it. This case, if not overturned, will pave the way for

..__,....._ ‘
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L increased crash-repair costs, increased insurance premiums and a monopoly for the
b ‘ car oomgmies. ‘The court has essentially made the car companies the benchmark for
L ~ quality. But consumess know better, Cars are likely the most complained about and

most recalled consumer product we buy. Consumers want more competition, not less.




o - - OO MP ETITION CUTS COSTS: Competition from non-car company

. parts also holds down the cost of car-company parts. In 1982, Chevrolet charged $325

for the front nose cover of a newly released 1983-model Camaro. In 1988, when
- competitors were offering non-car company alternatives, Chevrolet charged $225 for
the part. The same car's door shell, for which there was no non-car company
competition, rose in price from $445 to $590 during that period.’ Before competitors
began to offer genenic crash-replacement parts about 20 years ago, car company
- markups were as high as 800 percent.’

COMPETITION IMPROVES QUALITY: Since competition
entered the market, the car companies have been forced to improve

- product quality, offer better warranties and revise their commission-
protection systems.

COMPETITION IS POPULAR: Competition enjoys widespread
support, State Farm's appeal to higher courts, for example, has been supported by
such diverse organizations as Public Citizen and the Center for Auto Safety (both
founded by Ralph Nader), the Washington Legal Foundation, the Chamber of
Commerce of the United States, the National Association of Insurance
Commissioners and the National Conference of Insurance Legislators.

CUSTOMERS ARE SATISFIED: More than 90 percent of non-car

company parts manufacturers guarantee their parts for between five years and the life

of the vehicle’ If they do nét, the insurance company or distributor guaraatees the
art, ‘ )

P In Indiana, where policyholders must give written consent before non-car

company replacement parts can be used, 93.2 percent of State Farm policyholders did

s0. In a survey of 1,400 State Farm claims in which generic replacement parts were

used, fewer than 1 percent of policyholders complained about the quality of the

i’:‘.ven the repairers who use the parts are satisfied when it comes to certified
parts: in the past five years, less than one-half of 1 percent of installers have
complained about the parts.




 ZUGER KIRMIS & 3MITH

[ORS AND ATTORNEYS AT LAW Lawrence E. King, P.C.*
e Tracy Vigness Kolb
316 North Fifth Street Shawnda R. Reld
Provident Buliding
" P.O. Box 1605
Bismarck, ND 58502-1695 Of Gounsel
(701) 223.2711 John A. Zuger
fax (701) 223-7387
zkslaw@zkslaw.com Also kcensed in
www.zkslaw.com Minnesots *
Montana/llinais **
| Natinas Bowrd of T1e) Avoccy
February 1, 2001
g | Testimony of Patrick J. Ward in Opposition to SB 2358

Dear Chairman Stenehjem and members of the Senate Transportation Commiittee:

| SB 2358 relates to the use of replacement crash parts in motor vehicle repairs.

| represent the North Dakota Domestic Insurance Companles, State Farm Insurance

| Company, and the National Association of Independent Insurers. All of these

companies strongly oppose SB 2358. This bill is anti-consumer, anti-competitive,

: and has nothing to do with safety. The market should dictate which parts get used,
“not government. We urge a Do Not Pass.

| 8B 2368is a recycléd version of SB 2276 from the 1999 Legislative Session.

That bill passed the Senate without opposition in 1999, but was killed in the House.

We object to SB 2358 for many of the same reasons that we did last session.
| 8B 2358 would give the original equipment manufacturers (OEM) of
| agtqmomle sheet métal parts a monopoly on the sale of those parts. it would close

'*Wdoor'to all competition. This would result in substantial increases in the cost of

e _;'1,'4,3_&’?'1,‘““.'_"’5‘ i JT;!‘V;‘:"“;W o] ARSI SRS B (ko A DR O G bt




ofw J. ww ln ommw to 8B 2388
.me 2

| suoh parts an‘d‘ a consequent substantial increase in premiums for motor vehicle
ihsurance. |

| There is absolutely no evidence to support the argument that the quality of
 aftermarket parts is any less than the quality of original equipment manufactured
parts. In fact, CAPA, the Certified Automotive Parts Association, certifies the quality
| ~ of parts made by the aftermarket manufacturers. It should also be kept in mind that
mbst of these parts are simply stamped sheet metal. SB 2358 does not attempt to
apply to engine, electrical or other automotive parts which are much more complex
| in their nature and origin. All of us have purchased aftermarket parts such as Sears
DieHard batteries, used and recycled starters and other eléctrlcal components from
auto part stores not knowing who the manufacturer was. Most of us seldom If ever
question our mechanic as to the manufacturer of the electrical, computerized, or
mechanical parts he or she uses in repairing our vehicles.

8B 2358 as written applles to all vehicles within the past eight years of

manufacture which welgh less than 10,000 pounds. It requires the repair facllity to
. disclose each type of replacement part that would be installed and obtain a written

* aumzaupn from the consumer to perform the repairs. No other state has such far

. | rqathng legislation. In North Dakota, a body shop makes a larger markup on an
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such parts and a cgnsaquént substantial increase in premiums for motor vehicle

- ingyrance.

There is absolutely no evidence to support the argument that the quality of
aftermarket parts is any less thar the quality of original equipment manufactured

parts. in fact, CAPA, the Certified Automotive Parts Association, certifies the quality

of parts made by the aftermarket manufacturers. It should also be kept in mind that

most of these parts are simply stamped shest metal. SB 2358 does not attempt to

apply to engine, electrical or other automotive parts which are much more complex

In thelr natdré and origin. All of us hsve purchased aftermarket parts such as Sears

o DieHard batteries, used and recycle starters and other electrical components from

auto part stores not knowing who the manufacturer was. Most of us seldom if ever

question our mechanic as to the manufacturer of the electrical, computerized, or

| mechgnical parts he or she uses in repalring our vehicles.

sa 2368 as written applies to all vehicles within the past eight years of
manufacture which weigh less than 10,000 pounds. It requires the repair facility to

disclose each type of replacement part that would be installed and obtain a written

| suthorization from the consumer to perform the repairs. No other state has such far
B mqhm legisiation. in North Dakota, 4 body shop makes a larger markup on an
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e OEM pgrt_ ﬂ"éﬂﬂ an aftermarket part; I.e., the more expensive the part the more

_ money goes into the repairmen’s pockets.

We have provided you with a packet of materials including a brochure from the

| National Association of Independent Insurers. At page 6 of that brochure they
illuatrate how competition has forced prices to decline, even on OEM parts. For
example, a fender for a Toyota Camry which cost $265.79 for an OEM fender in
1994 by 1996 cost $143.88. At the same time, a non-OEM fender cost $208.00 in
1994 and only $60.00 in 1896. Examples of ferders for other automobiles are also
' Inclyded.

A new Honda Accord costs $22,365 from the dealer. If built in a body shop
with OEM parts, the same car would cost $68,065.93. (This is a study done by the
Alliance of American Insurers). In a previous study, a 1998 Toyota Camry with a
| | sticker price of $23,763 cost $101,336 in OEM replacement parts.

This legisiation follows an unsuccessful attempt by the auto manufacturers to
. persuade the U.8. Congress to create a legisiated monopoly. Since that time, they

| | hgvo tried to do so through state legislation with assistance from auto body shops.
| | 8B 2308 is not & consumer protection bill. It is a bill which will help stifie
~ competition I the orash parts industry. It wil benefit only the large auto makers and




§

on J%:ﬂm.w«mm Oppasition to 38 2350
' el 4’“ | o “

thefew body shops that add a markup onto parts. It will be detrimental to the

"‘\’c;gnmmar as It will cause a rise in the cost of parts and a consequent rise in

- Insurance premiums.

We urge you to vote Do Not Pass on this legislation.

P;\PWARD\Logwawre 2001\552358 testimony.wpd
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AUTO DAMAGE
CLAIM POLICY

When you have an auto damage claim
we owe, here's what you should know:

¢ We want you to recelve quality repair work.

) We will provide you wﬁh a detal!ed appraisal
of damage and cost of repalrs‘ |

You may have your car repalred at the repair
facility of your choice, .

If you have no repair facility preference and
request our assistance; we will provide you
the n:mes of conveniently ldcated quality
repalr facilitles from which you may make

a selection. . :

The prevallmg compe}itlye prlce is based on

" - prices charged by a majority of the repair

L TP T T PSRN S e e

market. The repalr market Is composed of
those repair facilities which comply with
State Farm Insurance Companies' repair
facility criteria in a market area.

It you select a repalr facliity which charges
prices the same or lower than the prevailing
competitive price, we will pay based on that
repalr facility's prices.

If you select a repair facility which charges
prices higher than the prevailing competi-
tive price, you will be expeoteq to pay the
 ditference. -

,;q v ‘.,‘
c"‘ l.,

:':‘-The repair facility seleot should contaot us
directly if there are que: uon? about our
A appraisal. -

Like & good neighbor, s‘un Farm s there.®

" Btate Farm Insurance Companies
Home Offices: Bloomington, lilinols
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: DmueAuquByz Troywuker “
o "AI‘L SUPPLEMENTS REQUESTS REQUIRE PRIOR APPROVAL FOR FOR PAYMENT. FAX
ALL 3UPPLEMENT REQUEST TO: 1-800- 455~9697"

'ryya of l-ou.;"

Date of Lots:
" Deductible:

Chhn Numbar- |

" Insured:

Mitchell Service: 912487

1987 Chevrolet Pickup V10
2D Pkup 8' Bed 131" WB Drive Train:  $.7L Inj 8 Cyl 4WD

NA
A ‘ Search Code: SFF273

Sijver

4 WHBEL DRIVE, ALLOY WHEELS, AIR CONDITIONING, POWER STEERING, POWER BRAKES
POWER WINDOWS, POWER DOOR LOCKS, TILT STEERING WHEEL, CRUISE CONTROL
AM-FM STRREO CASSBTTB AUTOMATIC TRANSMISSION, V8 OVER 6 CYL, 2-DOOR PICKUP

" FUBL INJECTION

A Line Item Part Type/
Operation Description Part Number

Dollar
Amount

Labor
Units

OVERHAUL FRT BUMPER ASSY
PLMOVE/REPLACE  FRT BUMPER FACE BAR **Qual Repl Part
REMOVE/REPLACE  HOOD PANEL *+Qual Repl Part
REFINISH HOOD OUTSIDE
REFINISH HOOD UNDERSIDE

 REMOVE/REPLACE  COOLING RADIATOR SUPPORT **Qual Rep! Part
REMOVE/REPLACE R FENDER PANEL *4Qual Repl Part
REFINISH R FENDER OUTSIDE
REFINISH R FENDER EDGE & INSIDE

~ REMOVE/REPLACE L PENDER PANEL **Qual Repl Part
REFINISH L FENDER OUTSIDE
REFINISH L PENDER EDGE & INSIDE
ADD'L OPR

’lo

145.00 * INC

156.00 *
C
C
155.00 *
113.00 *
C

118,00 *
c

332.50 ¢

1.0
36
0.5
564
2.3
2.3
1.0
20
2.3
Lo
26




. 4 w dudgement; Item
- # = Labor Note Applies
C.‘ - Ihcluded in Clear Coat Calc

- 2/ 101 04:27 PM
Bstimass ID: - A - -
Estimaje Version: 0
Preliminary
Profile ID: Bismarck PCP

TR Labor Sublet
"I Labor Subtotals Units Rate  Amount Atmount  Totals II.  Part Replacement Summary Amount
.. Body 1.9 40.00 0.00 0.00 476.00 T ‘Taxable Parts 686.00
, Rnﬁnlsh 13.3 40.00 0,00 0.00 53200 T Sales Tax @ 6.000% 41.16
| ~~ Taxable Labor 1,008.00 Total Replacument Parts Amount n7.16
" Labor Suntsary 252 1,008.00
| . Additionsl Costs Amount IV, Adjustments Amount
: Taxable Costs 332.50 Customer Responsibility 0.00
‘ Sales Tax @ 6.000% 19,95
: Total Additional Costs 352,45
L Total Labor: 1,008.00
IL, Total Replacement Parts: 727.16
. Total Additlonal Costs: 352.45
Gross Total: 2,087.61
Iv. Total Adjustments: 0.00
?5“;", Net Total: 2,087.61
: Point(s) of Impact
‘ 1 Right Fromt Corner (P)
,‘;L‘ Inspection Sfte: |
Inspection Date: 2/ 1/01
' V% CAUTION *+
. . FAILING. 70 PRESENT THIS ESTIMATE TO THE REPAIRING GARAGE BEFORE REPAIR
& ‘~ IMAY RESULT IN ADDITIONAL EXPENSE TO YOU., ANY SUPPLEMENT TO THE
- ESTIMATE MUST BE AUTHORIZED BY A STATE FARM CLAIMS REPRESENTATIVE.
o NOTICE: REPAIRS TO THIS VEHICLE MAY REQUIRE SPECIFIC WELDING
L - EQUIPMENT AS RECOMMENDED BY THE MANUFACTURER.
fij . W¥ CAUTION %+ ‘
,'llmm.nuuhu: 2/ 1101 12:29:57 A+ -
JAN 01 A ¢ ml:é) 994 - m::fl:{w“hrmm' of
‘ o m& | 1 Page 2 2
4.6.004 All Rights Reserves




EAS LS R LR

Non-OEM Part Original Equipment Part

- Hood $164 $315
~ Front left fender $ 97 $150
Left door shell ¢ $650

995-1996 Ch
Non-OEM Part Original Equipment Part

; Hood | $310 $545
~ Front left fender $167 $272
 Left door shell * $952

1993-1994 Ford Explorey
Non-OEM Part Original Equipment Part
Hood $113 $257

Front left fender $ 75 $158
Left door shell * $640

Non-OEM Part Original Equipment Part

$108 $180
$145 $261
’ $479

',A” "m HM-OGM parts CAPA-contified. Survoy done 4* quarter 1998,
m mwmn mm mm Department




’ 1t/o~ m/u/ool
‘ tq toz/u/ox

BB.16620M1230126
u-:ssncmzsom
n»xsezamaaom
BB.1663GM1230131
BB-1662GM1230130
BB-1662GM1230138
BA-1662GM1230176
BB-16620M1230113
BB-16620M1230115
BA-1662GM1230124

BB-16620M1230124

BB-16620M1230124
- B9-1662GM1230124
- 14620M1230128
+1657GM1230126
'~1ss:am:ao1zs

" BB-16630M1220126

BB-16620M1230131
BB-1662GM1230131
BB-16620M1230138
BB-16620M12)0138
PD-16620M1220136
BB-1662GM1230138
BS-1662GM1230138
BB-16626M1230176
$3-26620M1220176
B3-16630M1230201
BB-16620M1220202
PR~ 16620M1230202
B9-16620M1230202
BB-1662GM1230302

" MY 16620M1230209

¢ B-16620M1230209

. B8-26620M1220211

BB-1662GM1230211
" BH-1662GM1230219
P-1662001230227
IB.14620M2220318
I+ 14 4200123013

14421220136

g cﬁlm q\jy appnr not to total corteuuy due to rounding.

} Item Q_e_laz'iptﬁn

HOOD; 6600 CHEVY PU

HOOD;88-00 CHEVY PU -
HOOD166-00 CHEVY PU

HOOD 91-4 CAVALIER

925 GRAND AM HOOD

926 GRAND AM HOOD

94-00 810 HOOD; 96-8 BRAVADA
HOOD; 90-4 LUMINA, COUPE/SEDAN
HOOD;W/0 'TURBO;CP,SDN;88+-96 GRAND PRIX
HOOD;82-94 810

HOOD,; 82-94 810

HOOD;82~94 810

HOOD;82-94 610

HOOD; 61<7 PU/BLAZER CHRVY
HOOD;81-7 PU/BLAZER CHEVY
HOOD; 81-7 PU/BLAZER CHEVY
HOOD /8800 CHEVY PU

HOOD 91-4 CAVALIER

HOOD 91-¢ CAVALIER

HOOD; 87-96 CORSICA

HOOD; 87-96 CORSICA
HOOD{87+96 BBRETTA

925 GRAND AM HOOD

92-5 GRAND AM MOOD

94-00 $10 HOOD; 9648 BRAVADA
94-00 $10 HOOD; 96-8 BRAVADA
937 GEO PRIZM HOOD

98-00 CAVALIER HOOD

95-00 CAVALIER HOOD

95-00 CAVALYIER HOOD

95-00 CAVALIER HOOD

HOOD 95-00 PONTIAC GUNPIRE
HOOD 98-00 PONTIAC SUWFIRS
HOOD 98-93 BATURN SDM/MAGH
HOOD 9695 SATURM SDI/MAON
92.0 OLD# ACHIEVA HOOD

HOOD 97-00 CHEVY VENTURE/TRANSPRT/SILHOU

‘ HOOD; /0 TURBO/CP, DM, 8808 GRAND PRIX

9248 GRAND MY %O0D
HOOD; 08-00 CHBVY PU

MO0/ §8-00 CHEVY WU

95-00 CAVALIER WOOD
WA0D;W/0 TORROICP, 001 9956 GRAWD PRIX
lmm ,Mo alv wm\m :

13
21
13
06
03
13
20
13
(]
13
20
21
06
20
a1
20
06
03
1)

a0
20
a7
06
03
06
06
13
20
b4
06
03
20
03
03
Jan 06
Jan 06
Jan 13
Jan 13
Jan 27
Jan 20
Jan 20
Jan 06

Ny /2

01
01
01
01l
01
01
01
01
o1
01
01
01
01
01
01
01
01
o1
[+
J1
01
01
01
01
01
01
01
01
01
01
03
0l
01
01
01
01
01
0l
01
(4}
01
01
) )
n

Quantity
Sold

Sales
Amount

2
2
2
2
2
2
2
1
1
b
1
1
1
1
1
1
1
1
i
1
1
1
b
1
1
1
b
1
1
i
1
b |
1
1
1
b}
1
0
0
3
k]
2
i
1

214 .50
214.50
214.50
186,00
203.00
201.00
186.00
226,50
216.00
78.00
18.00
78,00
78.00
117.00
105.30
117.00
107.25
93.00
93,00
97.50
AMEG
76.0%
100.50
100,560
93.00
93.00
141,00
0.00
0.00
136.8¢
167.28
197,28
197.25
180.00
180,00
210,00
247,80
$0.00-
0.00
21.7%
3318
334.80
16,00
126.7%







99850111000 g s

{33/33/00)
" 101/48/03)

ok ending Jan 06 01
ek ending Veb 03 01

i,ﬂ!.”ottm\ trom |
i fkom code from (Mh-16630M13)
hoport ordered by quantity sold

} to (BR-1662AM12302)4 )

Quantity

—fold  ___ AMunt

1sem Pesoxiption Bnding

-

BN-16620M1220134
PB-16630M1230128
DO-26620M1230136
BB-16620M323013¢
P-16620M1230131
PB-16620M13101236
#D-3662GM123014)
PB-1662G0M1230176
Bh-16620M123019)
B-16620M1230197
BB-16620M1230197
N-316620M1330202
D8-36620M1330202

+36620M1230332

<15620M1230126

«16620M1330136
BB-16620M1330322
W-316620M1230134
BB-16620M1230138

HOOD 1 63-94 810

HOOD; 83 +7 PU/BLAZER CHRVY
HOOD;88-00 CHERVY PU

HOOD 1 88-31 GRAND AM

HOOD 914 CAVALIER

ROOD;87-96 DERETTA

HOOD 67-91 BOMNEVILLE

94+00 810 HOOD; 98-8 BRAVADA

92-6 OLD8 CUTLASS COUPR HOOD

95-00 LUMINA HOOD/95-99 MONTE CARLO
$8-00 LUMINA HOOD/$5-99 MONTE CARLO
9500 CAVALIRR NOOD

95-00 CAVALIER HOOD

$9-00 GRAND AM HOOD

HOOD; 88-00 CHEVY PV

HOOD,; 8800 CHEVY PU

HOOD;73-00 CHV PU/BLAZER

HOOD ;0294 810

HOOD; 0796 CORSICA

06 0}
7 0
03 a1
0¢ 01
20 01
0 0
00
a7 0
7 01
06 01
13 01
06 03
27 0}
03 01
06 01
a0 01
i0 01
06 01

01

J >

- o e e

Lol SR A - I - B T L IV O i

78.00
117.00
107.a28
138,38

93.00

96,00
313.00

93.00
227,25
214,76

0.00
167.3%
167,28
190.78%

35.76

0.00
126.75~

76.00

--~ew e

5,290,328

Ly PP




S W D B e e R 2 PR B e

PRI
LY SATAY OF SKENTHITAL

¥ Locat

et

Ttem

Gode . Item Desoripiion

B -1662CH1330109

 BB-1663CH1330109

BN~ 1662CH1230118
BB 1662CH1330116
a8+ 1662CK1230133
BB-1662CK1230138
BB-1663CH1230191
BB-1662CH1230198
BB-1663CH1230198
BB~ 1663CH1230198
$9-1663CH1230130
B8-1663CH1290172
B9~ 1662CH1230187
«1663CK1230198

ort tyom ‘132/21/00) |
to toa/an/o1) W

DAROTA WARBNOUSS, INC,

1Y

anding Jan 04 01
anding Yeb 03 01

ion gxom [ ) to (23]
i Ttaw code from (88-1643012)
Seport oxdered by quantity sold

] to (BB-1662CHI2IREELE)

Cojumns MAY APPeAY not to total correctly due to rounding.

KOOD 93-3 DODGE CARAVAN
KOOD 91-3 DODGE CARAVAN

KOOD 0995 SPIRIT/ACCLAIM

938 CARAVAN HOOD

HOOD 91-4 DODGE BHADOW W/O RS
936 DODGE INTREPID HOOD

91+6 DODGB DAKOTA HOOD

96-8 CARAVAN/THC/VOYAGER HOQD
968 CARAVAN/TKC/VOYAGER HOOD
96-8 CARAVAN/TLC/VOYAGER HOOD
HOOD 87-90 WAGONESR/COMANCHE 91-4
$5-9 NEON HOOD W/0 WLOS

$4~7 DODGR PU HOOD

360 CARAVAN/T&C/VOYAGER HOOD

Ccpw Y IEEE

Week
Eoding

Jan
Jan
Jan
Jan
Jan
Jan
Peb
an
red
Jan
Jan
Peb
Jan
Jan

06
13
06
06
13
a0
03
1)
03
a7
a7
03
13
27

01
3}
01
01
01
0l
01
01
0l
0l
01
0l
('3
0l

Quantity
gold

Sales
Amount

P A B M e e B pr p b g g

F oy

LR RN N

b Y]

130,00
120,00
148.50
135,00
144,00
233.80
135,00
141,00
141,00
141.00- 4 ¥ 240200
109,80
137,50
261,00
141,00
1,006.00



toestion from (
Teom 0ode Exom [BB-16627012)

., g

b a3 03
Mowox 4as or sweneTM,

ot

-
(33/33/00]
to {03/28/01) W

ay

Week/ending Jan 0¢ 01
enditny Peb 03 01

+  sprwry 2

) to (3%2)

J to (BB-1642PF0123228%%)

Report ordexed by quantity sold

Dnuuuw&-nunppu,E‘

Itom

Sode . ltewm Degoxjption

BB-1644701230121
M-1662r01230117
M-1662r03230017
BR-164627021230121
BR-1442002230134
MR-1663P01230138
BR-1663701430129
BB-2642P013130139
BB-1662r0123018%
BD-1662r01230124
BH-1663P01230119
M-1662701330124
BB-1662P01230138

»1662r012)016¢

~1663F01230120

~3662101230124
BB-1663r01330161

HOOD 92-8 PORD PU
HOOD;07-91 FORD PU

HOOD) §7-91 PORD PV

HOOD 92~9 FORD PU

HOOD; 6994 RGR/BRONCO II/EXPLR
HOOD  84-94 TEMPO / TOPAZ

92-8 FORD TAURUS HOOD RXC BHO
92-8 FORD TAURUS HOOD RXC SHO
94+7 PORD ASPIRE HOOD

HOOD )89 -94 RGR/BRONCO II/EXPLR
$2-6 MERCURY SABLE HOOD

HOOD; 89-94 ROR/BRONCO IT/EXPLR
HOOD; 04 -94 TEMPO / TOPAL

95-7 PORD WINDETAR HOOD

HOOD ;89-93 FORD T-BIRD

HOOD; 0994 ROR/BRONCO X1/EXPLR
26-9 TAURUS HOOD

Ending

20
]
03
a7
0¢
a0
0§
27
1]
1
13
06
ao
bR
30
30
08

03
[} )
01
01
01
01
01
(1)
031
03
01
01
03
01
01
01
01

Quantity
—f0ld

O B > R R e e e s e e e B

-
L]

1-

14

-1 (4

234.00
164.25
164,38
117.00
77.36
134.80
403.38
403,28
143.28
154,80
334,78
71.38
124,50
0.00
0,00
77.235%-
132,76
1,013,090

wHEARARNNREN

~ ,f ’ qu/’* )

- ’,' ¥ LA




FACSIMILE COVER SHEET
State Farm Insurance
Home Offices: Bloomington, lllinois

% | _Fucsimile Phone
TO: Senator Trenbeth 101 328-1997

FR:__Jobn Ashenfelter 309 766-4909

CONFTDENTIALITY NOTICE: The information contained in this facsimile message
contains privileged and confidential material and/or trade secret material intended for
gole use of the individual(s) named sbove. If you are not the intended recipient listed
above, you are hercby motified that nuy disclosurc, copying or distribution of this
information or the taking of any action in reliance on the contents of this transmission iy
STRICTLY PROHIBITED, If you have recelved this transmission in exror, please
potify us immediately by telaphone so that we can arrange for the return of this
mateiial at no cost to you,

Date/Tims: February 8, 2001

Total Pages: & Please Contact Brenda White at
(including cover page) 309 766-4914 yegarding transmission errors

Tere are the NAIC and Nebraska regulations on aftermarket parts. Nebraska does not have a
statute on this lssue. Towa has & regulatioh, but the disclosurs is on the poliey and not at time of
claim, T
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'  APTER MARKRT PARTS MODEL REGULATION
Table of Contents
ot S veering

Section 8, Difinitions

Sestion 4. Identification

Baction 8. Liks Xind and Quality
Sectlon 6,  Discloeurs

; Sectih 7.  Eaforcsment

e Section 8. Severahility

i Section 9, Effective Date

Section1,  Authority
This regulation is adopted pursuant to Section [insert reference to the state Unfair Trade Practices

BSection2,  Purpose

The purpose of the proposed regulation is to set forth stand:rds for the prompt, fair and equitably

settlements applicable to sautomobile insurance with regard to ui.e use of ufter market parts. It is

fitended to regulats the use of after market parts in sutomobile dawiay * repairs which insurers pay

for on their insured’s vehicle. The regulation requires disclosure when any use is proposed of a non-

original manufecturer purt. It also requires that all after market parts, as defined in the regulation,
I be identified and be of the same quality as the original part.

Secticnd.  Definitions

A “Insurer” includes a person authorized to represent the insurer with respect to a
daim who is acting within the scops of the person’s authority.

) ) "Nea-original masaufactures” means s manufacturer other than the original
manufosturer of the purt.

C. “ANer markat part” for purposes of this regulation, means shest metal er plastic
parts that generally constitute the exterier of & moter vehicle, including inner and
owter panels.

Bestion 4.  ldentificntion

An after market part thet is sulject {0 this reguletion snd manufactured after the offective date of
this regulation shall surry sufficlent permanent identification to identify its manwfacturer. The
0 jdestification shall be accessible to the extent possible after installation.

Soction 8,  Like Kind aind Quality |
An theurer shall net resuire the use of after market parts in the of s autemsebile waless the
| affer market part in ct loaet oqual in kind and quality to the o mhmd‘&.q&hzﬁ
potiormance. Insurers speeilying the ves of after market perts considor the ewt of aby
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Aler Market Parts

Section 8.  Disclosure

The Insurer must discloss to the claimant in writing, either on the estimate or on a separate
document attached to the estimats, tha following information {n no smaller print than 10 point type:

THIS ESTIMATE HAS BEEN PREPARED BASED ON THE USE OF AUTCMOBILE
PARTS NOT MADE BY THE ORIGINAL MANUFACTURER. PARTS USED IN THE
ALRt OF YOUR VEHICLE BY OTHER THAN THE ORIGINAL MANUFACTURER
REQUIRED TO BE AT LEAST EQUAL IN KIND AND QUALITY IN TERMS OF
FIT, QUALITY AND PERFORMANCE TO THE ORIGINAL MANUFACOTURER
PARTS THEY ARE REPLACING.

All after market parts installed on the vehinle shall be clearly identified on the estimate of the
repair,

Ssction 7, Enforcement

A violation of this regulation shall be enforced through the state’s Unfair Trade Practices Act by the
penalties provided for in that Act,

Neota A state may wish to consider incorporating the text of this regulstion directly into its existing unfhir trade practices act.
Section 8.  Seversbility

~ If any sestion or portion of a section of this regulation, or its applicability to any person or
ciroumstance is held invalid by s court, the remainder of this regulation, or the applicability of the
provision to & person shall not be affecied thereby.

Section 8. Effective Date

This regulation shall becorus effective on (insert date).

i is yecomunendod thal states allew lend time to comply with this regulatisn. Ne regulatien sheuld take
nhhlmyl.lﬂuwﬂa‘ho uwm-::mmmmufmzmm

Layisiative History (ull reforences are to the Pracsadings of the NAID).
1007 Pyec. 11 18, 21-38, 90, 138.137, 145.168 (adepied).

Nod. Admem £ Fh S8 KN
g A

© 3000 Natienal Assstiotic. of Iusurance Commiseletsers




Chapter 45
... AFTER MARKET PARTS REGULATION

JEL L

t to the Unfair Competition and
Neb.Rev.Stat. § 44-1622, ot 5eq.

The purposs of this proposad ragulstion is to set forth etandards for
the prompt, feir and equitsble setthumeny: wii:ihiaide to sutomobii
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45 § 004 NESRASKA REGULATIONS

§ 004 Identification
All after market ports, which sre subjeet to this regulstion and manu-
factured after the ulyctivé date of this shall carty sufficient

perraanent identifieation so a8 to identify its manufscturer. Such ident-
Seation shall be sccessibla to the extent possible aftar inetallation.

§ 005. Like kind and quality

No insurer shall requira the use of after market parts i the repair of
an sutomobila unless the aftar market part is at least equal in ke, kind,
and quality to the original patt in terms of fit, quality and performance.
Insurers specifying the use of after market parts ahall consider ths cost
of any modifications which may become necessary when making the

repsir,

§ 008. Disclosure

The insurer must discloss to the cshinant in writing, sther on the
estimate ar on & seperate document sttachad to the estimata, the follow-
ing information in no smaller print than 10 point type:

THIS ESTIMATE HAS BEEN PREPARED BASED ON THE
USE OF AUTOMOBILE PAR7S NOT MADE BY THE ORIGINAL
MANUFACTURER. PARTS USED IN THE REPAIR OF YOUR
VERICLE BY OTHER THAN THE ORIGINAL MANUFACTURER
ARE REQUIRED T0 BE AT LEAST EQUAL IN LIKE, KIND AND
gg IN TERMS OF FIT, QUALITY AND PERFORMANCE

THE ORIGINAL MANUFACTURER PARTS THEY ARE RE-

All aftis market parts indtillcd cn the vehicls shall de closrly identt

fied on the estimate of such repaly.

Vicletiors of this reguletion shall be enforced thrgugh the Usflr
Cortpatition snd Trede Prastioes Act, NehRewStot § 44-1088 ot seq..
§ W0, Severability. ; 3} :

If any saction or portion of & sestion of this owi, o the spplies.

I e L
with & perven ahall not be affested tharely. A

0
© 1904, NILS Poblshing Corspany
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§ 009, Eifective date
This regulation shall become effective on January 1, 1968,
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irrelevant
to safety

If car crashworthiness isn't influenced by whether or not
a vehicle's cosmetic crash parts are on the car or removed, then
it follows that the source of the paris also ls irrelevant to crash-
worthiness, This is demonstrated in a new test of a Toyota Cam-
ry from which the front-end cosmetic parts were removed.

Before detailing the crash test, here's a little background: A
car's cosmetkc zepair parts (oiten called crash parts) Include
fenders, door skins, bumper covers, and the like. In the continu-
ing debate about whether such parts from aftermarket suppliers
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as god as cosmetle parts from orlginal-equipment man-
‘turers, the Issue of safety keeps cropping up (see Status
eport, Nov, 21, 1987). Clatms are made that using cosmetic
crash parts from sources other than original-equipment
manufacturers could compromise safety. But the fact Is, the
source of the parts Is frrelevant to safely hecause the parts
themselves, except possibly the howd, serve no safety or
structural function. They merely cover a car like a skin,

“The salely clabns are red herrings to try to Irighten
people. With the possible exception of hoods, there are no
safety Implications of using cosineltc crash parts from any
source,” Institute president Brian (YNelll says. Car hoods
can affect occupant safety In a crash or even without a
crash (see p. 5). But there's no evidence that hoods from
altermarket suppllers fall to perform as well as orlginal-
equipment hoods.

To again demonstrate the irrelevance of safety In R
the cosmetic crash parts debate —such demonstra- " A S
tions have been conducted before (see p. 4) — the w R4 Wf‘% h“
Institute recently tested a 1997 Toyota Camry from S o
which the front fenders, door skins, and front bump- & o
er cover were removed. The orlginal-equipment
hood was replaced with a certifled hood from an af-
termarket suppller. The test results then were com-

ed with resuits involving a 1997 Camry with its
Inal-equipment parts Intact.

Both Camrys performed with distinction In 40
mph frontal offset Impacts. Both earned good crash-
worthlness ratlngs according to the Institute’s evalu.
atlon procedures, This means a Camry that doesn't
have any of its front-end cosmetlc parts is rated bet-
ter than most competing midsize cars that still have Lo
such parts. o ,wm

Detailed results of the performances of the Cam- . WA
i rys In the offset tests were similar. During each test,
researchers recorded measures on the driver dum. - &
my to assess the likelhood that peaple Ir on-the- | (P bl =
road crashes would be [njured, These measures Vb3 TR s < O
were similar, The dummy In the Camry without its R g-,v-;"‘*! B
cosmetle parts recorded slightly lower results for leg in- ' ’
Juries, but the differences were well within the expected
range of test-to-test varlability.

After each test, researchers also measured Intrusion tn- Both the orlginal-equipment and al-
to the occupant compartment. There was slightly niore in- termarket hoods performed well, buck-
trusion in the footwell of the Camry without its cosmetic ling as they're designed to do. Neither

P
L

parts (again, the differences were within the range of test- one was pushed back anywhere near
totest varlability), while measurements of instrumeint pan- the windahield, so front-seat occupants
el and A-pillar mavement were almost identtcal. in real crashes simiiar to these tests
Control of the crash test dummies and measured steer- ~ wouldn't be endangered.
column mvement also were similar. in each test, the “There essentially was no differ-
mmy's head hit the B-pillar during rebound. Head accel- ence In crashworthiness performance. ¥ o
eration from this impact In the Caniry without its cosmetic Both Camrys were rated good. The cos. RS h* N

CAp Ll Tt ...'““'.

parts was lower, metic parts didn't — (contintes on p.6)
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Injecting satety
into the continuing debate
about cosmetic crash parts

Fwen though safety Is (rrelevant to the debate about orlglial-
equipment versus altermarket cosmetle crash parts, numerous
attempts have been made to lnject safety Into the contraversy.
For example:

In a 1999 article entitled “Shoddy Auto Parts,” Consumer Re-
porls conceded there are “little data on the safety of replacement
parts.” Without ary objective evidence of safety problems, Con-
sumer Reports relled on anecdotal evidence, of which the article
says “there is enough . . to raise concern.” Yet no convineing evi-
dence was offered.

Durlng conslderntion of legislation on altermarket ¢rash
parts, a 1999 report from the Florida House of Representatives
clted Constmer Reports extensively as well as the views of au-
tomakers. A Ford representative, for example, Is quoted as saylng
“no testing has heen conducted to verify that the perforance of
imitatton crash parts ... In front-end crashes will be compatihle
with Ford airhag systems ... Because so little Is known about the
effect of Imitation parts on an alrbag system and component In-
tegrity, Ford helieves genuine Ford crash pants should be used.”

This statement was issued despite one from Ford's vice prest-
dent for environmental and safety engineering, Helen Petrauskas,
In 1987, She told Institute president Brian (YNedll that "after a re-
view of the Information you provided. as well as other data avall-
able to us, we have concluded that, in general, fenders and door
‘skins' are components whose deslyn or manufacture is not likel*
to have a significant effect on vehicle safety.”

Still, some car company representatives continue to raise the
safety issue. For example, a 1997 General Motors statement said
“any deviation in the use of parts not specifically designed to
ineet the origlnal specifications can compromise the integral bal-
ance between the safety systems

According to a bilt introduced last year (but not enacted) in
the New York legislature, “the use of genuine erash parts (parts
manufactured by or for the company that manufactured the vehi
cle Itself) shonld be required to assure quality, safe repairs. Stug-
ies have shown that some alternative parts create unnecessary
safety rishs duc to improper fitting.” However, neither the studies
nor detalls of thelr findings were specified.

Responsible studies linking aftermarket parts to safety com:
promises don't exist. And, as Consumer Reports conceded, the
National Highway Traffic Safety Administration “hasn’t been gel-
ting complaints about the safety of replacement parts.” In fact,
the agency responded to a query from US Congressiman John
Dingell in 1991, nesting that “there are no data or analyses avall:
able at this time to suggest a salety problem with aftermarket or
replacement components.” There still aren't.
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o crash lests, | )
ne 13 years old, show . - “.,‘ -

irrelevance of safet y
to crash parts debate

The recent erash test of a 1997 Toyota Camry into a de-
formable barrler at 4} mph (see p. 1) tsn't the first time
the Institute has used tests Lo show the Irrelevance of safes
ty 1o the cosmetle repalr parts debate. When this contro-
versy heated up in the 1980s, the safety-related clalm of
the moment was that cars repalred with cosmetic parts
from aftermarket supplicrs might not comply with federal
motor vehicle safety standards.

The Institute entered this dlalogue In 1987, saylng
“there's no reason to helleve — let alone assume — that
cosmetic crash parts significantly influence car crashwor-
thiness.” To relnforee this concluston, Institute researchers
demonstrated the point In a crash test.

Ford Escort test: A 1987 Ford Escort was crashed into
a righd barrier at 30 mph to measure compliance with the
federal motor vehlcle safety standards that specified crash
t requirements at the time, Like the Camry, the Escort
s crashied without its froal fenders, door skins, or grille,
e orlginal-equipment hood was repiaced with an aftermar-
ket part to measure compliance with lederal requirements,
according to which the hood must not Intrude into the wingd-
shleld or a deflned zone around it In a 30 mph crash.

And the result? The Escort complled with all front-into-
barrier crash test performance requirements specified In
five separaze federal standards. It met these requirements
with room to spare. There was no appreclable movement
of the steerl.:. column. Head Injury measures for driver
and passenger dummies were far helow the threshold used
to indicate Injury fikelihood. Chest and upper leg injury
measures also were low. Windshleld retention was 10X} per-
cent, The hood buckled and didn't intrude Into the protect.
ed zone, Fuel < sillage was zero.

Vauxhalb Astra tes: The Institute isn't the only re.
search group to conduct s ch <t I 1995, England's Mo-
tor Insurance Repair Research Centre tested a 1995 voux-
hall Astra from which the fendlers and door sking had been
removed and the hood replaced with an altermarket part,

The result of this front-into-rigid-barrier impact at 30
mph was sit-tlar to the Escort test. That is, the Astra com-

y LR
plied with the same US. safety standards. According to the ,
tra's certification report, “comparison of the test vehicle ] 9 87 F( ) ' (l ES
)a previnusly tested vehicly of identical [ypt‘ lesto(l to 4 3() "‘] I)I] ’(\(l (.' '| (.( n l ] I) 'l ) ‘( (\ '- ‘ ’\|] ' (u"

same standard indicated that the presence of ‘non-

indigenous’ panels had little effect on failure mode, as did ' ‘ ' : 5,
the absence of the front outer wing panels and doorskins,” . -
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Unlike other cosmetic crash
parts used in auto repairs,

the hoods ol cars
could influence safety

The hood Is the single cosmetic part that could be a
source of safety problems. There are two possible concerns,

In the absence of a crash: The first possible concern
has nothing to do wih performance In a crash, t has to do
with whether a hood latch or attachment pelnts could fail
while driving and allow the hood to fly up suddenty, ob
seuring the driver's view. Consumer Reports has clted an
unverlfled claim that an aftermarket hood falled in this
manner and caused a crash,

A notable absence frum the same article Is acknowl:
edgement that hoods from originabequipment manufactur-
ers can, and do, have defective latches and/for attachiment
polnts that fail In the same manner. Auto manufacturers
have conducted 47 safety-related recalls involving original-
equipment hoods, mostly because of hood latches and at-
tachment hardware. A total of 6,216,946 vehicles have been
recalled. Many cases have involved hoods that flew up,
causiy some reported crashes,

“Such a targe number of safety-related recalls of original-
eqquipment hoods lends perspective to the unsubstantiated
allegatton In Consumer Neports that aftermarket hoods are
somehow Inferlor,” Institute president Brian O'Nelll notes.

The quality of many aftermarket crash parts used for
auto repairs, Including car hoods, is evaluated by the Certi-
fied Automotive Parts Assoclation (CAPA), “All hood latch-
es and strikers are subject to additional testing,” CAPA
says, “lo evaluate their dimensions, retention, and hard-
ness of core and case.” Other than hoods, the parts CAPA
certifies aren't safety related. This group doesn't certify
parts that are subject to the requirements of federal niotor
vehicle safety standards,

Crash performance: The second possible concern re-
lates to hood performance In crashes — whether they will
buckle, as new-car hoods are designed to do, so a hood
doesn't get driven back near the windshleld. CAPA certifies
houds by ensuring that the same buckie points present in
huods from car companies also are present [n the alter-
market hoods It approves,

“Hoods must buckle as they're supposed to, or else
safety could he compromised.” O'Neill says. “t's nhviously
not feasible to crash test every altermarket hood. But In
several tesis In which origisalequipment hecds have been
replaced hy aftermarket ones, the rephcement hoods have
performed exactly as 1hey should. This is to be expected
because the buckle points are built in,”
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itiesed from p2p o influence the results,”

eill points aul. "Only three other midsize
ourdoor cars we've lested mateh the Camrys'
crashworthiness ratings, n contrast, 10 cars in
this cliss are rated acceptable, 2 are marginil,
and 11 are poor. So i Camnry withoul costietic
parts offers more protection in a serious
frontal crash than many competing cars with
all cosmetic parts supplied by the original-
equipment manufacturers,”

These pholos, taken after the 40

mph ofiset crash test, show how
ell the driver space was main-

.ned in both Camrys. The space
as maintained regartless of the

presance (lop photo) or absence
(above) of cosmetic crash paris.
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of safe ty of aftermarket parts

$101,355.55, compared with the Camry's
sticker price of about $23,000. And the
cost of the rebullt car could have heen
even higher except for markdowns be-
cause of competition front aftermarket
suppliers. The Alllance’s Kirk Hansen, direc:

-, tor of clalms, poluts out that "if the after.
. market parts didn't exist, the price of the
~ Camry would he closer to $200,000,"

To demonstrate Just how the introdue-
tion of altermarket parts influences the
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companles, the Allfance potnts to a study
involving Toyota Camry parts prices. This
automaker priced a fender at $253. In com-
parlson, an aftermarket fender fitting the
same car was introduced the next year at
$202. As the price of the aftermarket part
came down durlng the following years, Toy-
ota lowered its price to $143.

“Opponents of using aftermarket cos.
metlc parts would like consumers to belleve
ominous safety consequences will follow
from using anything other than original-
equipment parts,” Hansen says, “But the
teuth Is that the ominous consequences

me from using the orlginal-equipment
‘s‘ which hit both car owners and thelr

rers in the pocketbook.”

1992 Toyota Camry
Fender price comparisons

Original-  Attoy.
equipment  market
1992 $253 none
1993 264 $202

1994 265 209
1995 268 168
1996 143 60
1997 143 63

1998 143 77
1999 146 56
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This special issue focuses on the safety of
cosmetic repalr parts from competing sup-
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on the lotlowing subjects:
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Pedestrian deaths, injuries 34:3(1999)
Truck safety 33:8 (1998)
Urban crashes 33:4 (1998)
Crash compatibility 33:1 (1998)
Airbags 329 (1997
Contents may be republished with atribution.
This publication s printed on recytied paper,
145N 01 B906X

The Insurasce Institute for Highway Sefely b8 an Independent, nonprolit, sclentific and educational organization dedicaled o reducing
the bosdes — deaths, infitries, and property damage < from crashes on the natlon's highways. The Institute ks wholly supported by auto-

mobile Ineurers:

Alla Ingisrance

Allstate nsurance Group

American Espress Property and Casuakty
American Famlly insurance

Ametican National Property and Casuaty
Asica Muluad lnsursnce Company ‘
At lnourance Groug

Auto Chvb South lmsurance Company
Atomebile Club ot Michigen Grovp

Raddwin & Lyons Group
Brbuminous lesurance Companies
Beotherhond Mutual

Foundation Reserve

Frankenmuth

The GRICO Group

Ceneral Casuaky Insurance Companies
Grange lnsurance

Harteysvithe insurance Companies

The Hartlord

Idaho Fasm Bureau

Kansas Faem Buresu

Kemper Insurance Companies

Liberty Mutual insurance Group
Metasiar

Metcury Gemeral Geoup

MeiLile Avtn & Home

Middieser Mutusl

Montgomery Insurance Companies
Motor Clab of Ametica insurance Compaiy
Wototisis insursnce Companies
Moors Insurance

M bt ance Companies

Oklahoma Fatm Bureay

Oid Guard Insurance Company
Dregon Mulual Group

OrlonAuto

Palisades Salety and Insurance Association
Pekin Insurance

PEMCO Insurance Companies

The Progressive Corpotation

The Prudential

Response insurance

Royal & SunAlilance

SAFECO) tnsurance Companies
SFCURA

Sheller Inswante Compankes

State Auta Imurance Companies
Siste Farm lasurance Companies
The 5t Paul Companies

Tokio Matine

U8AA

Vieginia Mutusl Insurance Company
Wartlor Insurance Group

Yatuda Fiee and Matine 44 Ametics
Luich US.

NON-PROFIT ORG
US. POSTAGE
PAID

PERMIT NO. 252
ARLINGTON, VA




Cost of Replacement Parts for a 1997 Ford Taurus GL

Exceeds $72,000
Merufaciurers Suggested ‘ - Cost 1o Rebuild with OEM
fRetail Price: $18,985.00 Repiscement Parts: $72,251.60
Instrument panel and Roof panel, reinforcements
dash bosrd components: $3,446.58 and dome light: $475.85
Steering whee! and Seats, Including frames, pads,
column Ounﬂavuan $937.48 ‘ covers snd tracks: $5,132.C8

Rear {linted) heated glass

Electronic fuel i tion
ectronic fuel inject and moldings: $1,809.89

system: $1,810.00

Engine assembly:

$3.425.00 < Rear bumper

fronl bumper
assembly: $687.60 - . )
_ ; Exhaust system: $1,141.32
Alsminum wheels and caps
{4 Uras and a spare): $1,633.17 . Fuel tank and pump: $1,025.37
Front powsr doors, including gless,
wirrors and trim: $3,M2.83

*Limied spaoe aliows for only some of e prices 1 be shown in this diegrm.
Copy=isit 1987 Allance of American insurers
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omwest AUTO PARTS

. Bismarck, North Dakots 58504 - (701) 268.2330

| - NORTH DAKOTA ‘ctmm PARTS BILL (SB2358)
‘ l) th parts bills have been introduced in 42 states and killed in 42 states. Why does N. Dakots
mm to pass a bill that evety other state thinks is bad?

~ 2) Montaria killed two bills and third bill, signed into law, HB 506, now has a class action law suit
med tgalrm it, the state of Montana and the former Insurance Commissioner.

3) Crush patts bills plant the seed of doubt in » motorist s mind and makes him beheve that
.+ aftermarket parts are inferior, when in fact, many aftermarket parts are made by the same
manufacturer s car deuler parts-but aftermarket parts cost less,

4) Afternarket parts come with “long-term” or “life-time” warranties and cost up to 50 percent
LESS than ¢ar dealer parts, :

5)‘Nati,oml recalls that have made the news, on cars and car parts have always been on the
Original Equipment Manufacturer parts-not aftermarket parts,

- . 6) Low and fixed income people choose aﬁermurket parts because they are affordabie and qualily.

n Rural drivers and farmers don’t have the luxurly or the extra money 10 spend on car dealer pans
that m tnarked up out of pocket range.

8) ARermarket parts ure the same as generic medicines. The same but cost less,

¢

9) SB 2358 could easily include “hard parts” because it stated ..."and related structural
components.” “

&O)‘C‘rash parts bills are un-American. They ure anti-consumer, anti-competition, and anti-small
business,

11) SB 2358 is in viofation of the Magnuson-Noss Act, passed in the U.S. Senate, which
prohibits warranties being tied to repairs,
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TESTIMONY OPPOSING SB 2358
By TERRY WEIS
March 8, 2001
9:00 am

HOUSE TRANSPORTATION COMMITTEE
" ROBIN WEISZ, CHAIRMAN

Good morning Mr. Chairman and members of the House Transportation Committee.

For the record, my name is Terry Weis and I am here on behalf of the North Dakota Association
of Insurance and Financial Advisors, formerly known as the North Dakota Association of Life

Underwriters.

Our association has about 600 member insurance agents from all parts of North Dakota who sell
Life, Health, Property insurance as well as other financial products,

Our association stands in opposition to this Bill. We have supported the concept of some parts of
this legislation in the past, however, we are concerned with the effect this Bill would have on

insurance premiums,

There is no doubt in our minds that this will cause a dramatic increase in the cost of insurance for
North Dakotans. This has been a very highly debated issue and it is time for us to realize the
effect this bill will have in forcing an increased cost of insurance in this state as has already been
documented in other states. This is an unacceptable way to force the consumers in North Dakota
to pay higher prices for insurance premiums because of the higher costs of vehicle repairs.

I would urge a DO NOT PASS on SB2358.

. " Thank you for your consideration, 1 would be happy to answer any questions you may have.
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[ HOUSE TRANSPORTATION COMMITTEE
' CHAIRMAN WEISZ AND COMMITTEE MEMBERS:

My nanme is Jack McDonuld. | am appearing today on behalf of the North Dakota
Auto Recyclers Assoclation. We strongly support the amendment that's been offered
and In addition would like you to consider the amendment we've listed helow. We urge

rou to adopt the amendments regardless of what you do with th
7 You've already heard arguments on behalf of the amendment that would add
: “recycled” along with “new” parts. That is a very logical change.

i " However, In looking at the definitions, under subdivision “c”, the definition of “new
o original equipment manufacturer replacement crash part” really includes recycled parts
; as waell that are no older than the car itseif. Thus, if you wanted to repair your 96 Jeep
hood, and wenit to a recycler and got the hood from a 96 Jeep, that hood would fit tho
definition under subdivision “c.”

Therefore, the definition of “recycled replacement crash part” under subdivision

“d* should be of a part older than the motor vehicle being repaired. In my example
above, for instance, if you used the hood from a 95 Jeep to repair a 86 Jeep, than that
would truly be a recycled replacement crash part.

b We are proposing an amendment to reflect this. Again, we respectfully urge you
i . to adopt the amendments. If you have any questions, I'd be glad to try to answer them.
" THANK YOU FOR YOUR TIME AND CONSIDERATION.

PROPOSED AMENDMENTS TO ENGROSSED S8 2358

On page 1, line 18, after the word “vehicle" insert “older than the motor vehicle
being repaired with the part.”
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Crash Parts: Economic Analysis

U

Background and Overview
¢ Generic auto body parts, sometimes referred to as crash parts or cosmetic parts, are sheet
- metal components such as hoods, fenders and doors, which account for the majority of
damage to cars in auto accidents. Huncireds of thousands of accidents involving damage to
these parts occur each year. The repait and replacement of these parts is an important
sou/ce of revenue for auto body repair shops and the parts manufacturers themselves.

¢ Prior to 1970, auto body repair shops had to buy replacement parts like fenders, door panels
and grills only from auto manufacturers. Original equipment manufacturers (OEM) had
virtually no competition in this market. Car-makers had a lucrative monopoly, which they have
fought to preserve. When independent manufacturers in several countries, including the
United States, began making sheet metal replacements, the OEMs found themselves facing
gsome tough competition. Because most of the independently made parts are lower priced,
they have helped to bring down the prices of OEM parts. Many states now require the option
of generic parts, sometimes called aftermarket parts.

Despite the obvious cost advantages assoclated with the use of competitive parts, in a lawsuit
against State Farm Mutual Auto Insurance Co. involving the insurer's use of generic parts, an
llinols jury last October found the company liable for $456 million in damages and an
additional $730 milllon in punitive damages, bringing the total awards in the case to $1.19
billion. Although State Farm is appealing, it has discontinued using competitive parts. Other

insurers have suspended their use as weil.

Monopoly: The Impact on the Crash Part Market

¢ The verdict in favor of the plaintiffs in the State Farm case is allowing automakers to regain
the monopoly they exploited in the past when there was no competition in the market for crash
parts business. That a local state court would actually act to eliminate competition in an
otherwise competitive market, impose its own views on all US consumers, and grant
monopoly power to a small number of corporations is not only unprecedented-it is also
anathema to the concept of free and fair competition that is at the core of the United States

economy.

Prices for most goods and services in a moosm soclety are determined in competitive

markets through the interaction of supply from sellers and demand from buyers. This

presupposes that thera be choices available. The State Farm case essentially eliminates

competition among sellers in the market for cragh parts, effectively granting a monopoly to the

manufacturers of original equipment parts, The law of supply and demand does not work to
. the public's benefit when thers i only one supplier.

2600 River Road, Des Pigines, IL 80018 ¢ Phone: (847) 207-7800 FAX: (847) 297.5064 + Web site: hitp//www.nall.org




— R - . . -
YA A i 2 R L T

Economic Analysis Page 2

What is the iImpact of Monopoly’? Most consumers have an instinctive revulsion toward
monopoly. Their visceral response to the concept of monopoly shows an Intuitive understanding

of economic theory. They know as well as economists that monopoly is bad news for them. That
monopoly prices are higher than competitive prices makes consumers angry, but higher prices
are just one of monopoly's many undesirable effects. Fortunately, economists have studied
monopoly for centuries, lts impacts on producers, consumers and the overall economy are well
understood. These undesirable consequences of monopoly are the subject of the discussion that

follows.

@:

Monopoly Leads to Higher Prices
Higher prices are the most widely recognized consequence of monopoly. This recognition led
the famous 18th century English economist Adam Smith to-declare: "The price of monopoly is

upon evety occasion the highest which can be got."

The impact of competition in the parts business is considerable. For example, according to
Consumer Reports, the cost in 1982 of a nose cover for a 1983 Chevrolet Camaro made by
GM was $325. In 1988, after competitive parts began to appear, the same part cost $225-a
decline of 31 percerit.; Likewise, the cost in 1992 for a Toyota-manufactured fender for a new
1992 Toyota Camry was $253. Non-OEM manufacturers began to produce this same part in
1993 for just $202. By 1996, the price for the Toyota-manufactured part had declined by 43
reent to $143.88. The competition also affected the price of the generic part, which fell 70
percent to just $60.2 Similar examples abound.

Testimony in the State Farm case revealed direct savings of about $40 per generic part used.
‘'his means that the simple choice of a competitive part over an OEM part produced an
immediate savings of $40. Additional savings accrue from the restraining effect that
competitive parts have on prices in the crash parts market. In other words, the price of OEM
parts would be still higher if it were not for the existence of competition from generic
equivalents. These savings amount to $17 per OEM part and $36 per generic part.

The elimination of competition from the crash parts business could easily lead to price
increases of 50 to 100 percent or more. The higher cost for parts will also lead directly to more
cars being declared constructive total losses. This is because higher repair costs create a
disincentive to effect repalirs. insurers will simply pay policyholders the actual cash value of
the vehicle and, in turn, will have to charge higher pramiums to cover the costs of the
increased number of total losses. Car owners without collision or comprehensive coverage will
suffer from the higher prices as well. Many will be unable to afford to repair thelr vehicle.
Ultimately, more cars will wind-up in the junk yard and they will be junked at a faster rate than
would be the case with a competitive crash parts market. Of course more junked autos means
more new cars will be purchased to replace them. Hence, automobile manufacturers benefit

even if cars are never rapaired.
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. ' Economic Analysis Page 3

Monopclists Restrict Output
Monopolists get away with charging so much more for their product because they restrict output.

in other words, by deliberately undersupplying the market with their product monopolists create
artificial shortages forcing consumers to bid up the price for the limited quantities available. if the
manufacturers of OEM parts are successful at eliminating competition from the crash parts
business, hot only will prices rise but many cars will take longer to be repaired, go entirely
unrepaired of, as discussed previously, be unnecessarily declared constructive total losses.

Monopoly Results in Lower Quality Products
In competitive maikets firms compete not only the basis of price, but also on the basis of quality

‘and service. Under a monopoly situation, product quality would likely suffer. In the case of OEM

parts, there would be little Incentive for manufacturers to maintain anything other than minimal
quality standards.

Monopoly Wastes Valuable Resources
The commbination of higher prices and lower output found in monopolistic markets causes an

inefficient allocation of resources. in other words, monopolies waste money. In the case of OEM
parts, consumers will be forced to pay more for parts and repairs than under competitive
circumstances. This reduces the amount of income that consumers would otherwise have at their

disposal to spend on other goods and services.

‘ecause monopoly adversely impacts all consumers, economists uften refer to the "social cost"

or "deadweight loss" associatea with monopoly. These two terms refer to the fact that the
misallocation of resources by monopolists ihvariably leads to a reduction in the standard of living
for soclety as a whole. Evidence presented during the State Farm case provides a vivid

filustration of this point.

Testimony during the State Farm case revealed that between 1987 and 1997 the existence of
competition in the crash parts market saved State Farm policyholders alone nearly $1 billion.
Because State Farm insured one out of every five cars over this period, the savings to
policyholders across the entira industry likely totaled between $4 billion and $6 biilion. These are
considerable sums of money that In the absence of a competitive crash parts market would have
wound up in the pockets of OEM parts manufacturers like GM, Ford, Chrysler, Honda ¢.nd

Toyota,

Other Cohsequences of Monopoly
Monopolists generate other types losses in addition to those discussed above. Specifically,

monopolists also waste considerable resources attempting to preserve their monopoly position in
the form of lobbying, fitigation, political largess and advertising.
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Can a Case be Made for Monopoly in the Market for Crash Parts?
Desplte the documented harmful effects of monopolies, they have existed throughout history. Can
a compelling case be made for the institution of monopoly in the market for crash parts? The
answer Is unequivocally no. While there are cases when a monopoly could be deemed to be in
the public interest, as the discussion of "natural" monopoly later in this section illustrates, a
rmohopoly in the market for crash part results in an unambiguous economic loss to society.

Historically, monopolies arose for several reasons: ownership or control of a natural resource
b (such as the OPEC oll cartel's control over most of the world's petroleum supply) or unique

8 managerial talent, a patent or other exclusive right to produce a commodity or use a particular
production process (such as might be held by a pharmaceutical company), and government

! franchise (such as the U.S. Postal Service was until private companies showed that competition
3 could improve even the post office). Economists use the term "pure monopoly” whan discussing
y monopolies of this sort. A pure monopoly is an industry in which there is only one supplier of a

: product for which there are no close substitutes, and in which it is very hard or impossible for

another firm to exist.

In the case of crash parts, close substitutes have been available in the form of generic parts. It is
In fact quite easy for other firms to exist since the fabrication of crash parts is a relatively low-tech
usiness. Mareover, manufacturers of OEM parts control no scarce resource or input nor do they
Q’old patents that prevent the maiufacture of parts by others. To gain monopoly power, the
anufacturers of OEM parts hope to use courts, state legislatures and insurance departments to
erect legal barriers that would restrict or eliminate the use of generic substitutes,

Clearly, the crash parts market does not fit the definition of pure monopoly. Pure menopolies are
seldom encountered in today's modem economy and antitrust laws are on the books to protect
consumers against attempts by corporations to monopolize markets.

‘ Monopoly can also arise in situations where the advantages of large-scale production make it
j possible for a single firm to produce the entire output of the market at lower average cost than a
] rumber of firms each producing a smaller quantity. Economist refer to this situation as "natural

4 monopoly."

) Utilities are often considered to be natural monopolies. Baecause of the tremendous initial
invesiment in plant, equipment and infrastructure, a compelling case can be made that a utility's
produoction Is economical only at a very large scale. Natural monopolies, where they exist, are

3 heavily regulated to protect consumers against the harmful impacts mentioned previously. Natural
" monopoly can also exist when a firm's technological superiority far exceeds that of its potential
competitors. IBM and Microsoft temporarily held monopolies under this definition before

competitors began to catch up.,

The very existence of a low-cost competitive parts market today proves that the crash parts
rket is not a natural monopoly. Generic parts manufactures can operate profitably even at a
les of production far below those found at OEM plants. The low-tech nature of crash parts

T —

manufacturing eliminates technological superiority as a basis for monopoly as well,
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In short, the crash parts market does not fit any definition of monopoly and there is no compelling
economic or legal rationale for permitting one to exist, let alone creating one.

Conclusion
Monopolies are a rarity in today's modermn economy and for good reason. They bring financial

harm to consumers and to soclety as a whole. Antitrust laws, technological innovation,
deregulation and globalization have swept most monopolies into the dustbin of history, The crash
patts industry does not fit any definition of natural monopoly nor do the manufacturers of OEM

parts deserve protected monopoly status under the law.

The State Farm court decision threatens to bring monopoly pricing for automabile crash parts to
every driver in America., If allowed to stand, the verdict will legitimize and validate a transfer of
billions of dollars from drivers to automobile manufacturers that has already begun. Keeping
competition free and fair in the crash parts market is not just an option, it is the soluticn.

' 1"The War Over Bent Fenders," Consumer Reports, April 1989, p. 201,
Bratton, John, C. and Avila, Stephen M,, "After-Market Parts: An Analysis of State Regulations,” Journal of

Reguiation, 1909
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" Crash Parts
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b issue Overview

%. | Since the invention of the automobile, car manufacturers have enjoyed a virtual moropoly on the
production and sale of replacement parts. Profitability was as high as 800 percent, and

- consumers had no cholce but to pay the high prices established by the original equipment

manufacturers (OEMs).

|
. ¢ it's easy to see why the OEMs want to control the market. There are an estimated 15 million
) vehicle accidents in the United States every year, with a retail cost of replacement crash parts as

high as $3 billion per year.

.
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During the late 1970s and early 1980s, however, consumers were finally given an option when
independent manufacturers began making and selling cosmetic sheet metal auto replacement
parts. These competitors priced their parts - often referred to as “generic” parts — at 2

‘ substantially lower cost than the car makers, sometimes as much as 50 percent less. For

e example, an OEM fender for a Toyota Camry cost $2%3 in 1992, before a comparable competitive
T sart was in production. By 1996, when the generic fender was available for $60, the OEM price

( ad dropped to $143.88, primarily to kaep pace with the competition.

In response, the auto manufacturing industry bagan waging a massive legal and public relations
campaign to discourage the use of generic parts, claiming they were unsafe and inferior, In
response to these continuing attacks, the Certified Automotive Parts Association (CAPA) was
established in 1987. Like Underwriters' Laboratories, CAPA's primary goal is to develop and
oversee an objective testing and inspection program to certify the quality of parts used for auto

. body repair.

Legislative Efforts
In the early 1990s, the car makers tried to persuade the U.S. Congress to create a new design

protection for sheet metal parts, a move that would have effectively prevented competitors from
~ producing replacement parts. Congress rejected the plan in favor of competition and denied the
car makers what would have amounted to a federally enforced monopoly.

T R ——
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Falling in Congress, the car makers turned to state legislation. Over the last two decades,
virtually all 50 states have debated legislation that sought to restrict or modify the use of
competitive parts — and the debate still goes on. Currently, 38 states have some form of
legislative restriction on the use of generic parts. The basis for most of these laws Is a
requiramerit for insurers to inform consumers when a genetic part Is being used in crash repalr.

TIECRIT SRl IR
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2600 River Hoad, Des Plaines, IL 80018 ° Phone: (847) 207-7800 FAX: (847) 207.5064 + Web she: hitny/ www.nall.ord
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Lawsuits
Most recently, the car makers, have taken their position to the courts. Last year's $1.2 billion

verdict against State Farm Insurance Co. for using generic parts dealt competition a crippling
blow. If categorized as a disaster, the State Farm verdict would rank second on the list of 1969's
top 10 insurence losses, following only the nearly $1.5 billion price tag of tornadoes that ravaged

i the Midwest in the spring.

The lorg-term outcome of the State Farm decision is still being played out. Many insursnce
companies, frightened by the outcome, curbed or eliminated their use of gensric parts.

¥ Meahwhile, saveral independent studies suggest that the lack of competition will cause OEM

¢ parts prices to once again inch up. A recent Canadian study suggests that if generic parts were

- no longer used, OEM prices would be more than 94 percent higher than their generic
| counterparts,

Summary
It remains to be seen whether the State Farm verdict will completely eliminate the use of generic
parts, and restore the OEM monopoly. More than a dozen state courts have struck down class-

action lawsults claiming that the use of generic parts results in diminished value of vehicles, so
psthaps the tide is turning.

i ne thing is certaiir, however — and that is without generic parts, the OEMs will reclaim their
onopoly on crash repalr parts, and consumers will be the ultimate losers.

s T A
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Crash Parts: Fact vs. Fiction

FICTION:

FACT:

FICTION:
FACT:

Generic parts are inferior In quality to those made by original equipment
manufacturers,

The Certified Auto Parts Assoclation (CAPA) sets stringent standards for generic
replacement parts. CAPA's testing process includes an industry-recognized 500-
hour salt spray test to indicate rust resistance. CAPA also tests metal composition,
welds, screws, resistance to chipping and scratching, and administers other tests
recognized by the Soclety of Automotive Engineers and the American Soclety of
Testing Materials.

The quality of CAPA-certified generic parts is so high, In fact, that even auto body
experts can't tell the difference between them at close inspection. In a recent
“blind” test conducted by the Collision Industry Conference (CIC), participants gave
generic replacemerit parts higher marks on fit, finish and acceptability for sale to
consumers than their original equipment manufacturer counterparts.

Generic parts are unsafe.

Whether they are generic or OEM, cosmetic auto body parts do not affect the safety
of a vehicle. That is why there are no federal safety standards for any crash parts,
except headlamps and the hinges on hoods (to prevent the hood from going
through the windshield in a crash). The National Highway Traffic Safety
Administration (NHTSA), the federal entity that oversees vehicle safety, decided
against setting standards after reviewing the issue because there s no evidence
documenting any safety problem related to crash parts, in spite of ongoing efforts by
OEMs to discredit the use of aftermarket parts.

Over the years, crash tests performed by the critics of generic parts have shown
that these parts perform no differently than OEM parts. CAPA-certified fenders and
hoods have been proven safe under the most stringent tests conducted by the
Insurance Institute for Highway Safety, which used procedures established by
NHTSA, and Alistate's Tech-Cor in Wheeling, ill. Body shop owners, insurance
company representatives, and members of the media have witnessed these tests.
in most instances, experts agree that the generic parts performed as well or better
than the OEM parts, particularty the hood, which is the only generic part related to
safety concerns (all others are cosmetic). On the other hand, many OEM parts
have been recalled over the years, in particular hoods and thelr locking mechanism,

which do affect a vehicle's safety.

PURTIIIRETRRSSSSRISRSINGRE s SR R e B
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FACT:

FICTION:
FACT:

FICTION:
FACT:

Fact vs. Fiction Page 2

Competitive collision repair parts can invalidate OEM warranties on other parts or
on the vehicle itseff.

When a crash part has to be repladed, any original warranty on that part lapses.
The warranty on the rest of the vehicle Is unaffected. After the replacement part is
instalied, the new warranty takes over. Warranties on generic parts are as good as
OEM warrantles. Furthermore, federal law prohibits manufacturers from basing
warranties upon the exclusive use of OEM parts.

Competitive collision repalr parts diminish the value of a car.

Cars that are competently repaired to pre-accident condition should have no
diminution of value. However, because the state of the car before the accident is
subject to interpretation, repairs should restore it to pre-accident, not “like new”,
condition,

in fact, the “diminished value" argument in class-action lawsuits Is increasingly
being dismissed In courts across the country. The court tally of diminished value
class action defeats now totals more than a dozen cases in less than two years.

CAPA parts are made overseas and cause Americans to lose jobs.

Although both generic and OEM parts are manufactured overseas, many of CAPA's
certified parts are made in North America. Ironically, auto manufacturers outsource
the production of OEM parts — in some cases to the same companies that produce
competitive parts. Collision products made domestically include steel and
aluminum bumpers, urethane bumpers, reinforcement bars, radiators, condensers,
lights, grilles and fenders. The generic parts Industry currently represents nearly
30,000 U.S. jobs, including importers, distributors, manufacturers, recyclers, and
shippers.




at

Mr Chairman & Members of the committee:

My name is Neil Krueger. [ am the District 9 Representative of the North Dakota Auto
Body Associstion (NDABA) and | manage a collision center in Fargo,

I would like to begin with a press release from (ican2000) dated 03/05/01. Press Release
#1

In this press release, it talks about warranties on parts. In an article in the Minot Daily

news, it also stated that the After-market parts had a lifetime warranty and the OEM parts
had 30 to 90 days. This is false. In my testimony, there are copies of several of the OEM

warranties, which most have limited lifetime warranties.
I would aiso like to share with you an article from (fuelline) dated 02/23/01 Articlo # 2

In my opinion the reason these tests were inconclusive is because the inconsistancy of the -
AFTERMARKET CRASH PARTS. Once again [ feel this proves the need for some type
of regulation on the use of AFTERMARKET CRASH PARTS.

One of the large insurance companies has agreed to pay $6.3 MILLION to resolve &
lawsuit alleging fraud and breach of contract for their practice of mandating the use of

After-market body parts in the repair of their insureds' vehicles.

They have further agreed to suspend that practice and to WITHDRAW their support of
CAPA(Certified Automotive Parts Association). The settlement included their denial of
any wrong doing. Press release # 3

According to a Press Release isssued by the NAII (National Association of Independent

Insurers), this company had apparently concluded it was preferable to pay the 6.3
MILLION than to defend their actions in court and run the risk of having their

INTERNAL DOCUMENTS being made public.

This lawsuit was filed in October, 1999 shortly after a judge and jury awarded 1.2
BILLION in a similar case. Press release # 4

The insurance industry's outcry of " Consumer premiums will increase” has worked well
in the past. It has gotten the corporate welfare insures' wanted. However, state legislators
and regulstors are now beginning to realize they have been duped by the insurance
industry. "We are seeing to it that consumers are also made awars of these insurance
industry tactics” says Dennis Howard, founder and Executive Director of the Insurance
Consumer Advocate Network. Press release # 4

In closing, Senate Bill # 2358 is in the best interest of North Dakota residents. We are
only 1 of 11 states that does not have some form of legislation to protect the consumer
on the use of After-market parts. As it is now, the consumers’ options are limited. If he or
she does not want aftermarket parts used on their vehicle, they are asked to call their
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rigits. Please pase Sensie Bill #2358 Thank you.
consumer
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Assoclation of North Dakota Insurers
Threatens / M/sleads Consumers |

Tempe, AZ 03/08/2001 - The Insurance Cosumer Advocate Network, an InterNet based
insurance Consumer Advocacy Effort, monitors insurance industry legisiative efforts in ALL 50

STATRS |

The North Dekota Legisiature currently has a Bill pending (8B-2388] which would protect
coneumers from the auto insurance industry's ongoing efforts to short-change consumers on the
repairs of their damaged vehicies, This Bill puts limitations on the insurance industry’s ability to
mandate the use of Aftermarket Body Parts. Such parts - {1] Compromise naw vehicie factory
warranties and - (2] Reduce the resgle vaiue of repaired vehicies by Double that of vehicles

repeired with Factory (OEM) Parts.

When a Siate Legisiature begins considering some form of Consumer Protection effort, that
impacts the way the auto insurance industry conducts business, the insurance lobly begins
spplying pressure to kill or dilute the effort. Their typical buttie cry takes the form of "/nsurance
Premiums WW Go Up I*

For decades, this form of lobbying effort has been effective among the legisiators of various
states.

However, over recent years, Legisiators have become more savvy about insurance industry
practices, Truths about the auto insurance industry have been made public and Legislators have
' become less susceptible to the insurance industry’s “Spin” campaeigns,

When Legisiators are no persuaded by the insurance industry’s arguments, the industry
will then try to “Spin” the public. Consumers in North Dakota know Exactly what we mean.

There was a Full-Page Ad appearing in the Sunday edition of virtually every major newspaper in
North Dakota yesterday. The old threat of "Higher Auto Insurance Premiums”® has now baen
taken to the public. However, when Consumers leam soine Truths about the auto insurance
industry, the same Truths Legisiators have come to leam, then everyone will understand why the

“Insurance industry’s threats just don't ring true.

TRUTH - Auto insurance policies require replacement parts to be of “Like Kind and Queiity”.
Judges and Juries around the country AND the United States General Accounting Office
(US/GAQ) have looked at Aftermarket Body Parts and determined they are NOT of “Like, Kind

and Qualty I*

TRUTH - insurance Companies have known (for years) that These Parts are NOT of “Like, Kind
and Qually I

TRUTH - Warranties on Aftermarket Body Parts take consumers on a trail that ieads all the way
back to Taiwan |

TRUTH - The Nationsl Highway Traffic Safety Administration (NHTSA) has No mechanism to
hitp//www,ican2000 com/newy/article_detail asp/article=23&pnntable=yes 03/06/2001
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Gov't Study Highlights NHTSA’s
Limited Ability to Identify, Recall
Unsafe Aftermarket Parts,
Congressional Interest High -
Also: Insurers Respond; Fuelline

creates link to full report.

In early J 2001, North Dakota Sen. Byron L.
Dorgan took up the to determine the safety of aftermarket
replacement body parts and recycled air bags commissioned last
June by former Rep. Ron Klink (D-PA), whio subsequently lost his
bid for re-election.

In a January 18, 2001 letter to the head of the U.S,
General Accounting Office (GAO), a federsl watchdog agency,
Sen. Dorgan asked the agency to continue the seven-month
investigation with the objective of determining what process, if
any, the National Highway Transportation Safety Administration
(“NHTSA") has for identifying unsafe aftermacket crash parts and
recycled air bags and whether that process, needs to be improved.
NHTSA is an agency operating as a separate administration within
the Departmert of Transportation and is responsible for
sdministering motor vehicle and highway safety programs.

“I have agreed to jointly sponsor [Rep. Klink's) request,”
wrote Sen. Dorgan, “ these issues will help the
Congress to better understand the issues associated with
aftermarket crash parts and recycled air bags. In particular, the
objectives of this effort are to provide information on: Safoty
studies of aftermarket crash parts and racycled airbags; NHTSA's
authority (ver aftermarket crash parts and air bags; and, NHTSA's
ability to identify and remove unsafe aftermarket crash parts aad
recycled airbags from the nation’s roadways.”

Studies Parts Don’t Resolve Safety Issues

The GAO report, not slated for public release until early
March, identifies seven studies, five of which relate to aftermarket
crash parts, and two to recycled airbags. GAO reports that the five
studies—one by Consumers Report, one by Ford Motor Company
and three by vebicle insurance companies and rolated
: associstions—“aithough usefuil, do not conclusivaly resolve the
’ debate over the safety of aftermarket crush parts and recycled

airbags because they reach different conchusions and are limited in
number and scope.”

http://tuelline.com/logivnewsdtl.ctim7section~Body, Shop&eventdate=U02%2122%2t01 03/06/2001
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" Court Orders State Parm to
PAY DIMINXISHED VALUE
( Country Companics Setties | )

Tempe, AZ (02/12/01) - The Insurance Consumer Advocate Network is pleased to announce an
Injunction issued by Muscogee County (Georgia) Superior Court which s State Farm to
. Pay Diminished Value (the difference betwesn pre-ioss and post-repair ressie vaiues) to
_their insureds and Instructs State Farm to "notify” their insureds of their right to be

compensated for this damage.

This injunction was issued on December 01,2000, State Farm immediately petitioned the
Georgia Supreme Court requesting a "stay” on the trial court's injunction. That request was
“denled” by the Georgia Supreme Court on January 12, 2001 with the notation that . . . "AH the
Justices concur.”

In issuing the Injunction, the trial court pointed out that State Farm had admitted (in deposition)
they had been collecting premium for Diminished Value coverage all-along !

' The Injunction further states . . . "The Court ORDERS and ENJOINS State Farm to collect,
and maintain any information necessary to make & determination as to the amount
“of any loss for diminution in value sustained by the vehicies of ite insureds.”

"-Can" feels it would be appropriate for Consumers to have their apinions considered by the
Court before any method for the measurement of Diminished Valiue is approved.

INVITATION: The insurance Consumer Advocate Network maintains & "Diminished Vaiue
- Consumer Survey” facility on their web site, Consumers wishing to express their opinion ¢ the
sublect of Diminished Value are invited to visit that portion of the “I-Can" web site by going

~directiy to. ..

http://www.iCan2000.convdvsurvey.htmi

"+ » » has agreed to pay $6.3 Mitiion to resoive a lawsuit alleging fraud and breach of contract for
m‘dm«dmmmmmdm«mBodmeinm.ropdroerlnsurods'
: o8,

Country Companies has further agreed to suspend that practice and to withdraw their support of
CAPA (Certified Automotive Paris Association). The settiement inciuded Country Companies’
denial of any wrong doing.

wms Release issued by the NAII (National Associstion of independent Insurers)
~ Country had apparently conciuded it was preferable to pay the $8.3 Million than to
| - defend their actions in court and run the risk of having Country Companies’ intemal Documents
 hittp/ivwww.1can2000, comvnews/article_detaul.asp?article=19&printable=yes 03/06/2001
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; Red Flag Alert!
Date: 2/9/2001 12:02:26 PM Contral Standard Time

rom; Wm ond Parts and Equipment)

Roply-ﬁw l@ endpaits %O%Tm d: ipment)
; ) com an u

o daciose Recnt: X

ACeo to a story In the Februsry 9, 2001., Bloomington, lliinois Pantagraph, Bioomington, llinols-based
Cwnmommbswm pay $6.3 miliion to settie & class-action lawsuit centering on the use of atermarket parts.

The lawsult was filad in October 1999, shortly after a judge and Jury awarded State Farm $1.2 billion in & similar
case,

The settiement affects policyholders who filed claims with CC between 7/1/03 and 2/8/2001, if thelr cars weore
repaired with aftermarket (imitation) parts.

in the settiement, CC agreed not to specify imitation parts for repairs or to participate in CAPA,
CC admitted no guilt and expressed the beliaf that the settiement would raise policyhoider rates.
Beyond Parts & Equipment .

.‘_....—-—-"‘"‘"""“-..,_'

Headers
Retum-Path: <geni parts.com>
Raceived: from r'g9 .mx,a0l.com (rly-xa02 mail.aol.com [172.20.105.71]) by alr-xa04.ma!" aol.com (v77_r1.21)
with ESMTP; Fri, 09 Feb 2001 13:02:26 -0500
Received: from nail.endore.net (mail.endore.net [216.29,183,11]) by rly-xa02.mx.aol.com (v77_r1.21) with
ESMTP,; Fri, 08 Feb 2001 13:01:52 -0500
Received: from user (dsi-216-227-118-161.telocity.com (216.227.118,161)) by mail.endore.net
SMTPRS 4.5.188) with ESMTP id <B000001 @mail.endore.net> for <red-flag@beyondparts.com>,
Fri, 9 Feb 2001 13:01:48 -0500
D: <008701c092¢1$a6763620%a176e3d8Quser>
Reply-To: "Beyond Parts and Equipment” <geni@beyondparts.com>
From. "Beyond Parts and Equipment” <geni@beyondparts.com>
To: <Undisciosed-Recipient;,>
Subject: Red Flag Alert!
Date: Fri, 9 Feb 2001 12:56:49 -05600
nization: Beyond Parts and Equipment
MIME-Version: 1.0
Content-Type: multipart/aternative;
bouudux-“—-t_Noxth_ooo_oou_o1009297.C4043160“
X-Priority.

X-MSMai-Priority; Normal
X-Mailer: Microsoft Qutiook Express 5.50.4522.1200
X-MimeOLE: Produced By Microsoft MimeOLE V5.50.4522.1200

Sender: red-flag-request@beyondparts.com

Friday, February 09, 2001 America Online: SAH8000
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of "Premium Increase"” Threats !

Princeton, Ill. Nov 18, 1999 - The Insurance Consumaer Advocate Network, an InterNet based
Consumer Advocacy effort, has taken & close look at the insurance indusiry's threats to increase
auto insurance premiums if not provided some form of relief through federal or state
govemmaents.

The property and casualty insurance industry has historically pulled out the old "We' have fo
increase consumer premiums" threat every time it wants to either fight for (or against) any
specific issue that would impact the way they do business.

Often insurers wil make good on their threats . . . Nof because insursnce companies Need to
increase our premiums . . . but rather because they CAN increase our premiuma. Exempt from
anti-trust laws, which provonu price fixing in virtually every other irdustry, the insurance industry
is free to conspire to demand whatever corporate weifare it may seek from governmental

. agencies. Other legal monopolies, such as utility companies, are subject to govemmental

~ I-can Exposes the Fallacy

_conirols as to what they are permitted to charge. in most cases, insurance companies are not
subject to even that level of consumer protection.

"It has become painfully clear over the past several years that insurance companies do WHAT
gv;y do bomus? they CAN do ft" says Mark Pierson, President of Princeton Auto Bodly,
nceton, Hlinols,

Ann Spink, legislative liaison for the Louisiana Collision Association, points to a recent study,
done in a joint effort between Risk Management Solutions and Oliver, Wyman & Co and reported
in Best News, that shows the Property and Casuaity Insurance industry has $430 Billion in
availabie cepital, but only needs between $325-3385 Billion.

- “Do the math” says Spink, “The and Casualty insurance Industry, the very ones

threatening to increase consumer premiums, aiready have at least $85 Bilion in excess surpius.
; ‘ . That comes to about 30% MORE surplus than Is needed, according (o the insurance industry's
own axperts”.

i T recent il in Marion, . revealied Stats Farm had sccumulated & surpius of $42 Biltion in

if you apply the apparent industry wide stendard of 30% excess surplus to State Farm's admitted
1998 figures, it would appear tha: State Farm had already collected $12.6 Billion more in
consumaer premiums than was necessary. If State Farm insures one-out-of-five Americans as it

. claims, that means 50 Million consumers have over-paid State Farm by $12.6 Billion. \ vhen you
melmmsmsmmmwmwu&maMMm

Charges to Every Policyholder it has.

. EmifMmetopaythoﬂzalllbnmmtywmn.Mmeld
- still have a projected $11.4 Billion excess surpius ($228.00 per policyhokder).

http://www.1can2000,com/news/article_detail. asp/article=21 &printable=yes 03/06/200)
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B WARRANTY & POLICY MANUAL BEIK

Diesel Engines — Ford New Holland:

- 6.6 and 7.8L Engine Components (See footnote b/): 12 months/unlimited
miles,

- 6.6l and 7.8L Ford remanufactured Engines: 12 montha/unlimited miles

wisctured Engines and Yeansmission Assemblies— See Ford
remanufactured parts - Unique Service Part Coverage In this section,

Lift Supports - Motorcraft (See (ootnote ¢/): Liletime limited warranty to original
purchaser (Not to ba used under the New Vehicle Limited Watrranty).

Motorcraft Preferred Value Parts - See Motorcraft Preferred Value Parts - Unique
Service Part Coverage in this section,

Motororaft remanutsctured Parts - See Motorcraft remanufactured Parts - Unique
Service Part Coverage in this section.

Sheset Metal — Lifelong limited guarantee (as long as original purchaser owns the
vehicle) against rust perforation (includes parts, parts atiowance, and labor).

Shock Absorbers and Struts — Motorcratt (See footnote d/):

For shock absorbers or struts sold on or after October 1, 1997:

- Private Cars and Light Trucks: Lifetime limited warranty to original purchaser
(subsequent owners will get the remainder of 24 month/24,000 mile coverage,
whichever occurs first.)

—~ Other Than Private Cars and Light Trucks: 24 months or 24,000 miles, whichever
occurs first,

For shock absorbers or struts sold before October 1, 1997.

~ AA, AS, AT, AW, AX Series:

* Private Cars and Light Trucks: Lifetime limited warranty to original purchaser
(subsequent owners will get the remainder of 24 months/24,000 mile coverage,
whichever occurs first).

» Other Than Private Cars and Light Trucks: 24 months/ 24,000 miles, whichever
oceurs first.

- AJ, AK, AVS Serles: 12 months/12,000 milgs, whichever occurs first.

-~ AM Series (Cartridges and Assemblies): 12 months/24,000 miles, whichever occurs
first.

— AY Series: 24 months/24,000 miles, whichever occurs first.
Spark Plug Wiring Set (Complete Set) (See footnote ¢/):

- Normal Service: Lifetime limited warranty to origina! purchaser,
- Severe Service (e.g., Police / Taxi): 12 months or 12,000 miles.

Vehicle Security System (Ford Alarm — Dealer Installed) (See footnote a/): Lifetime
limited warranty on parts (contact supplier at 1-800-FORD KEY for parts replacement).

am (See footnote d/): Effective November 1, 1893, a
Lifetime limited warranty is provided on all Walker replacement mufflers “against rust
through, blowouts and defects in material and workmanship for as long as the original
purchaser of the mutfier owns the vehicle” A 12 month/12,000 mile warranty is also
provided on muffler system replacement pipes, accessories and catalytic converters.

October 2000 Ford Motor Company 3111
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ONTIMTID LR LIMITED ANTI-CORNCEION WARRANTY

| I WHAT I8 WARRANTED
. MOPAR ropiacement Bhast Mets! Paneis joules 0aneis) a1 war/anted pgingt defects \n materials of
workmanship which ceuse perforation (inside:ut rust-through only) for 7 vesrs/unlimites miles. Pang's,
! which prove defective, will be repsired or repleced at the oation of DaimierChrys:er Motors Corgorauon,
This wertenty does not caover corroslon due 10 fire, sccident. vehicle sbuse, ewner negligencs or venigle !
| alterrion; corrosion caused by sang, hall, sirborne fellouy, chemlcals, salt, road hetsrds or stone demaps.
&0 puriece puint deterioration ar enrrasion 1other than irside-oiit perforation). This warrenty covers the
¢y of both pars #nd [avor for the replacernant of outer-panel sheet melsl parts, I en sutharized Chrysler,
' Fiimgyth, Dodge o Jeep, desler cr its aLthorIed aQent irgteliect the partis. Parts only are covered, If the l
' 2818 were 50/d OVOr the ecunter ’

I i, HOW TO 08TAIN MOPAR WARRANTY SERVICE |
| Where BOIh pans and 1abor arg coverad warrarty items, repalrs will be made by any Chrysler, Plymouth,
Dodge or Jeap dasier ot no eharge. Where parts 0nly are coversd, sny Chrvsler, Plymauth, Dodge or 1
Joep denter will pravide replacement pars 8t NO cCharge it s racommanded that you take your Chrysier.
' Piynovih, Dodpe or Jesp vehicle to your $9!ling deater or o the desier who §01d of instalied your MOPAR
Part or accessory. However, you may oblain replacement panrs or service under warrenty from gny suthoried '
| Chrysier, Plymoutr, Docge of Jusp desler. Excent in an emargency, warranty service far MOPAR panels
' may be abteined ONLY ¢ #n wuthorlzed Chiysler, Piymouth, Dodge or Jeep deater i

Iih. WHAT I8 NOT COVERED ‘
MOPAR warrantigs do not cover any ronDalmlerCheysier Motars Corporation or ran-MOPAR parts,
components or sauipmant, suct as a non-MOPAR radio or speed control. These wercantian sisa do nal cover
\he comn of any r1epeire or pcijustments [Fat Mignt be CaUSRD DY Of needad bacause ot the ule or ingtelistion |.
of non-DeimiesChrysier Motors Corporation of non- MOPAR pans, equipmant, matersls or additives i
MOPAR warrantias do not cavar the ¢oats of repairing damage or conditions cauged by fire or sccineny;
by sbu#e, reghgence, or misuse (for exampiw, driving over curbis, o overiosding or re¢ing the vehicle) ‘
by improps: sdjustment, altsration or tailure 1o ma ntain the vehic e on which they ete installed. or oyrrosion
or damage causad by the use of caustic materials,

| MOPAR L.mited Warsanties do not cover parts instalied on a veh:cie used for racing or campetition, nor i

. — — =

_— . e o

dn they cover the repair of any dermage or cunditions caused by racing or comaetition.

MOPAR Limitad Warranties do not cover the costs of repairing ur teplacing any pan dus to SaMage Causec
) by poor or improper maintenarcs. contamineted fuels, or the use of tuels, oiis, lubricants or fluids of 8
; tvee othar than those racnmmenced in your Owner's Menual.
‘ MOPAR warrant.es de not cover the casts of revairing demage causes by anvironmena! factors or Asts
of God. “Environmentai faciore’” inclyge such items 88 airbo-ne fallaut, chemicals, tree 3ap, salt, ocean
spray ond road holaras “Acis of God" include such thinge o heil, Noods, wirdstorms, lightning, tornedoes, *
' sanderorms §nd earthquakes
I MOPAR watranties do rot apply 10 parts instalied on @ vehicle whish nas had ite odorneret or emigslony.
wyeteme (amoured with or disconnected; or which has been cecigred 10 0¢ » 10ta! ioas By sty ingurance
campany, or 1g rebullt after being declered lo be a 1018l 108, or lx (puad 8 cortifics of titls indleating
thet  is Oesigneted as “salvage,” “junk,” “rebuilt’ or woidy of similar impont

|
DalmierCnrysier Motors Cocooration wili deny warranty coverage without notice if 1t finds that » vehicle [
{

is inel'gible for warranty covergge bscsuse it has been salvaged or declared s total ioss as set forth in
the abcve paregraph,
MOPAR Limited Warranties do NOY cover any incidental ar consequential demages
connected with the failure of the part under warranty. Such damages include fost time,
inconvenionce, the (oss of the use of your vehicle: the cost of rente! cars, gesviing, (algphone, trave! or logdging, |
tha loss ©f personal or commercis! property; of the luss of revenus. Some states do not allow the
r exclusion or limitation of incidental or consequantial damages, s0 the above limitations
or exclusions may not apply to you, (
YOur warranties can iiso be restricted by DaimierChrysier Motors Corporstion, as set forth in the New Vahicie ’
i Limited Warranty. If your now vehicle imited warrsnty s *astrictad by DaimlerChrysier Motors Corporeticn, (
[ covarage under your MOPAR Parts and Acceccories Limited Warranties may 4180 b8 testricred or genieg.

_—— e —— —
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#. To the extam showed by low, any iImphec warranies, inchuding sny implied werremy of mercherabiiity

of finess 107 8 particuler purpose, mﬁmmWMmmmdemu
ummmwm.nmmmmwumonnmu‘s;ommmmmm

m‘m purpuves, ne implied warranties Some states
warranty lasts, 50 mo shove Hmitstions mey not ° you.
b. These mmmiu 90 110 only Gxprese winTantios made by DalmisrChivtier Moters Corperstie/:
for MOPAR Parte and Acceasdries. Excopt where prohibited by lew, this warrendy is the sole snd
oxclusive rernedy. {
¢. NO pareon, including a desler ¢r empiloyee of DeimlerChrysier Corporation or odmlod:lwnm
Motors Corpmucn. hag the suthority 1o vary or change these werrartiee,
d. Mighigan law gaverns this warrgnty to the extent allowed by lew. interpretetian of the | mmn of this
warrenty must be done using Michigen law,
e. These Limited Warranties you spesific legal rights and you may -ho have
omw rights which vary homm 10 state.
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GENERAL MOTORS SERVICE REPLACEMENT
SHEET METAL LIMITED WARRANTY

General Motors Corporation (GM) warrants to the retail purchaser identified betow, that it will either
repair or replace, at its option, the replacement sheet metal panel shown below in the event such panel
experiences rust-through perforation.

This warranty covers the cost of repair at a GM Dealership or Independent Body Shop including parts
and labor ragardiess of where the panel was originally installed. The warranty begins on the date of
purchase shown below and shall remain in effect for as long as the named purchaser owns the vehicle
on which the panel was installed.

THIS WARRANTY DOES NOT COVER:
- Cosmetic or surface corrosion resulting from stone chips, scratches or other causes.

- Damage due to improper installation, alteration, accidents or objects striking the panel.

- Damage from the environment, airborne fallout (chemicals, acid rain, etc.) solvents or cleaning and
polishing materials.

- Loss of time or use, inconvenience, or other economic loss,
- Panels installed on vehicles registered and operated outside of the United States and Canada.

The selling Dealer or any other GM Dealer may perform ropairs or replacements qualifying under this
warranty. Repalrs by an Independent Body Shop must be authorized by a GM Dealer.

The Dealer or Independent Body Shop must be furnished with the purchaser's original sales slip
and/or repair order, this warranty (properly completed) and personal identification establishing
eligibility. ‘

DEALER/REPAIR
PURCHASER FACILITY

ADDRESS ADDRESS

CITY/STATE CITY/STATE

DATE OF PURCHASE

SHEET METAL PART No's.

ANY IMPLIED WARRANTY OF MERCHANT ABILITY OR FITNESS FOR A PARTICULAR PUR-
POSE APPLICABLE TO THESE PARTS IS LIMITED IN DURATION TO THAT OF THIS WRITTEN
WARRANTY. THE REMEDY PROVIDED ABOVE IS THE EXCLUSIVE REMEDY UNDER THIS
WRITTEN WARRANTY OR ANY IMPLIED WARRANTY.

Some states do not allow any limitation on the duration of an implled warranty or the exclusion or
limitation of incidental or consequential damages; the above limitation or exclusions may not therefore
apply to you. This warranty provides specific legal rights; you may also have other rights depending on
the state or province in which you reside.

IMPORTANY: KEEP THIS WARRANTY AND ANY SALES SLIPS AND/OR REPAIR ORDERS WITH
YOUR OWNERS MANUAL /AND OTHER GLOVE COMPARTMENT LITERATURE.

Direct any Inquiries to: General Motors Corporation
Consumer Relations Department
3044 West Grand Boulevard
Detroit, Michigan 48202
PAO 80'894h
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GENUINE ADVANTAGES OF GiM COLLISION PARTS OVER IMITATION PARTS

Only genuine GM Collision Parts provide the safety, look,
and warranty protection you expect and deserve,

A number of automotive parts manufacturers try to copy GM
hoods, tenders, door panels, and other collision parts. These
are offered to body shops as replacements for the original
panels your GM car or truck was bulit with. If imitations do
find thelr way onto your vehicle, they can lead to some
unpleasant surprises.

. The safety, composition, and corrosion resistance of
imitation parts Is unkaown, GM has no way to control the
material, design, or manufacturing methods used In
producing Imitation parts.

. The structural integrity of genuine GM Collision parts
meets factory original standards. They're made with
factory-specified steels and to factory-specified gauge
thickness to provide the best durabllity possible,

. Genuine GM Colllson parts are made from rust-resistant,

) two-sided galvanized steel, A layer of zinc on the outside
of our GM sheet metal helps resist surface rust, and a

e layer of zlnc on the (nside helps prevent holes, which

a typically start on Inside surfaces.

[Other GM Sites

SURVEY - FIND A DEALER

service reminder >

|choose a store v |

- Genulne GM Collision parts are made to fit
properly and help your vehicle retaln its original
look. {mitatlon parts are reverse-engineered so
additional holes may be drilled or the parts
contorted to make them fit properly. This can
cause mismatches in the vehicle's lines and
reduce its resale value,

Imitation parts are not covered under your GM
new-vehicle warranty. No General Motors
warranty covers liabllitles related to the use of
imitatlon parts, or assoclated GM part or
system failure caused by the use of imitation
parts.

If you don't speak up, imitation parts may be
used, The only way to make sure that you get
genuine GM Collision parts Is to insist on them,
If your vehicle is involved in a collision, ask
your Insurance agent and bodyshop
representative if your vehicle will be repaired
with genuine GM Colllsion parts. If the answer
is yes, then you'll be getting the value, safety,
endurance, and peace of mind you deserve.
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Mr. Chairan and members of the committee,

My name is Scott Heintzman, | am the President of the North Dakota Auto Body
Association snd also a collision shop owner.

The most important thing about SB 2358 has already been clarified today , But |
fell it needs to be repeated.This bill is solely based on protecting the consumer. It
is truly about disclosure to the consumer, nothing more. it has been stated by the
opponents of SB 2358 that this bill would require the consumer to give the
insurance company and the repair shop additional approval to repair there
vehicie.| believe a simpie "yes" or "no" would do.Currently 40 states have some
form of legisiation in place that at the very least requires consumer consent. The
bill we are introducing is nothing new to lawmakers all over our country.

The opposition has also stated SB 2358 would stifle competition and increase
costs to the insurance company which in return the insurance company passes
along to the consumer in the form of increased premiums. Thats ironic because
when the collision shop incurrs additional costs during the repair process and
attempts to pass them along to the insurance company, we are told that is “just
part of doing business".

Opponents have also compared aftermarket parts to generic drugs, so | called
my local pharmacy and if aftermarket parts had to pass the very strict testing
and guidelines of the Food & Drug Administration they would then finally meet or

exceed the quality of the OEM parts . The FDA 's testing process is little bit more
than applying stickers to a part and declaring it "ok". The articies in the
industries major trade journals are seldom kind to the aftermarket parts makers
when it comes to testing these parts. Why would a well respected publication
such Consumer Reports dedicate its front page to exposing the dark side of the
of these parts in question? One thing that SB 2358 also promotes is the use of
OEM recycled parts or salvage parts. OEM recycled parts have always been a
very important part of the collision repair industry regardiess of how the
opponents of this bill distort the truth

The main opponents of this bill declare that SB2358 will raise insurance rates
as much as 15%. Is that rate increase from alledged added costs of OEM parts
or bacause they can??? in 1995 SB 402 was passed in West Virginia which
restricted the use of aftermarket parts. In the last § years rates have not gone
up and in fact one of the states largest insurance companies paid out
dividends.After talking to a shop owner in WV, they were also promised a rate
increase if the bill was passed, it plain and simple didn't happen.

The one thing | would like know is how many people who promote the use of
aftermarkit crash parts or oppose SB 2358 have ever attempted to install these
parts in question .And of those peopie how many of them install them on a daily
basis? The testimony supporting this bill you are hearing today comes from
proud residents of North Dakota who deal with the instaliation of these




- afermarket perts in question every day . It Is very easy to say that these parts
are an asset to our industry when you are getting paid to say that.

if North Dakota insurers were truly committed to looking out for there customers
they would faca the cold , harsh, reality that aftermarket parts are costing them
millions of dollars in lawsuits and costly delays in the repair process.| don't
know how this could be good for a North Dakota consumer.

As a representative of the collision repair industry | challenge ail of the
opponents of this bill to work together with the collision repair industry to do
whats best for the consumer.

Mr. Chairman and members of the committee , | thank you for your time and
would also be happy to answer any questions.

Sincerely,

Scott Heintzman
President
NDABA




Parts Laws State by State

This chart shows the types of parts usage laws in each state. In addition to the District of Columbia, 10 states have
no reQuiations; Alaska, Celaware, Maine, Montana, North Dskota, New Mexico, Nevada, Pennsylvania, South

Caroling and Vermont, -ee
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Un‘derwriting and Operating Ratios

by Line and by State
1997

P.P. Auto Liability P.P. Auto Physical Damage

Und. Profit Oper. Profit Und. Profit Oper. Profit

1997 1993-1997 1997 1993-1997 State 1997 1993-1997 1997 1993-1997

26.1% 100%  24.5% 14.1%  Now Jersoy 27.2% 259%  19.0% 18.3%
California 15.4 9.0 15.0 12.1 Rhode Island 17.2 24.3 12,5 17.2
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Countrywide «2.6% 13% 55%  Countrywide 1.7% 39% 2.4% 4.90%

*  Michigan auto lhbllit* figures reflect the inclusion of the Michigan Catastrophic Claims Association data, Since
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TESTIMONY OF PAUL E. TRAYNOR
| SECRETARY & GENERAL COUNSEL
NODAK MUTUAL INSURANCE COMPANY
~ IN THE NORTH DAKOTA HOUSE OF REPRESENTATIVES HOUSE
TRAMSPORTATION COMMITTEE AT THE HEARING OF MARCH 8, 2001,
CONCERNING SB 2358
Realizing that the Committee will have received and will receive enormous
pressure from proponents and opponents of SB 2368, | will attempt to be brief in my
comments and in why | believe, as an attorney for a North Dakota Auto Insurance
Company and a North Dakota consumer, that SB 2358 is bad public policy and is
anything but what its proponents argue as consumer protection legisiation. It is merely
an attempt by sorne in the auto parts industry who enjoy a monopoly on manufactured
auto parts to increase their profits at the expense of North Dakota insured drivers and
others.
This Bill was heard in the North Dakota House Industry, Business & Labor
Committes during the 1969 Legisiative Session. It was overwhelmingly killed by the

Committee and the full House in the 56" Legislative Assembly and deserves the same

fate today.
In my testimony two years ago against this Bill, | provided the Committee with

examples of what this Bill will do to the respective citizens in their Legislative Districts.

Nodak Mutual Insurance Company s North Dakota's largest Property & Casuaity
Domestic Company. Wae are the largest Farm & Ranch insurer in the stute. As that
book of core business erodes through market forces within the agricultural industry, our
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- greatest growth is in the Auto Insurance Market. Nodak Mutual Insurance Compeny

empioys nearly 200 people within the State of North Dakota. We annually put back over
20 million doliers into the North Dakota economy. We retain nearly 82 Insurance
Agents and their families in small rural communities across our state in towns like
Carrington, Lidgerwood and we recently opened an‘ofﬁceinCentor. Wae are a growing
company within our state, having just announced the acquisition of Zmerican West
insurance Company of Luverne, Minnesota, a company we will relocate to North Dakota
and which we anticipate will employ over 50 North Dakotans in the next two years in
new jobs in Fargo, Grand Forks and Bismarck.

SB 2358 stifies competition within the auto repair industry in North Dakota. A
similar law was enacted in West Virginia in 1994 and it resulted in a one-year increase
in premiums of over 13 percent. Waest Virginia has seen consistent increases in auto
insurance pramiums since that law was enacted.

In his Histery of North Dakota, Professor Elwyn Robinson wrote of the struggles
our forefathers in settling this territory had with the large eastern grain monopolies, the
banking and insurance monopolies and the railroad monopolies. North Dakota has
overcome some, but certainly not all of the effects of those external market forces which
served their own monetary interests at the expense of our grandparents and great-
grandparents, but the battle against them has been largely won in comparison to those
lon§ #go abuses through federal and state régulatlon and increasing competition. North
Dakotans fostered that competition and responded by setting up their own Bank of
North Dakota, their own state mill and elevator and by establishing their own small town
banks and state domiciled insurance companies.




 Members of this Commitiee, you have & cholce today on SB 2368. Are you

'

going 10 continue to foster competition to the benefit of al North Dakota consumers or

are you going {0 provide & monopoly to & few 30 they can increase their profits, run
smell business people out of business and increase costs for all of our citizens? In

challenging you on this fundamental point, | ask you one question, given the history of
our state and its paople: What do you think our forebears wouid say?




February 22, 2001

'DATE:
- TO: Laura Kotelman
FROM: Diana Lee

RE: West Virginia — Trends in Collision and Property Damage Liability Claim Severity

Laura, shown below is a table of West Virginia claim severities (i.e., averaga cost per claim)
for cullision and property damage liabllity coverages. Rather than providing you with
average premium figures, which reflect claim frequency as well, it is more appropriate to
present claim cost information only. A moratorium on after- market parts would not affect
how often claims are reported, but only the cost of claims,

The source of this information is the Fast Track Monitoring System, which is a quarterly
report prepared jointly by NAIl, the Insurance Services Office, Inc., and the National

Independent Statistical Service.

WEST VIRGINIA
COLLISION AND PROPERTY DAMAGE LIABILITY COMBINED
AVERAGE CLAIM COSTS
Ll
1992 | 1993 | 1994 |udQEBA:| 1006 | 1997 | 1998 | 1999 | 2000
Claim | $1,622 | $1,718 | $1,806 | SAM1; $2,105 | $2,113 | $2,195 | $2,260 | $2,386*
Cost AL
8, )
Annual o P
Percent | --- | 5.88% | 5.13% | 3.12% | 0.37% | 3.91% | 2.95% | 7.57%*
Change Wil

* Through 3" Quarter of 2000, Percent change represents first three quarters of 1999

compared to first three quarters of 2000.
Source: Fast Track Monitoring System Reports @4" Qtr. 1996 and @3" Qtr. 2000

The shaded column in the table represents the first year immediately following the
moratorium on the use of after-market parts in West Virginia. As indicated above, there was
a 13% increase in the average cost per claiin, hence affecting premiums. Subsequent years
have experienced smaller increases, but they ton appear to be on the rise. This trend
suggests that if a similar moratorium on competitive repalr parts were imposed in North
Dakota, then average claim costs would also increase in this state.

Laura, | hope this information is of assistance to you. If | can answer any questions
regarding these figures, please don't hesitate to ask.
B Nationa: Association of Independent insurers

2600 River Road, Des Pisines, IL 60018
Phone. (847) 207-7800 ¢ Fax: (847) 207-5064
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March 1, 1999

By Fax to 914-378-2900 and Federal Express
Rhoda H, Karpatkin
President
Consumners Union
101 Truman Avenue
Yonkers, New York, 10703-1057

IDearR.hoda.

As you know, [ and many others are very concerned about your recent report
on the crash narts market. Not only did Consumer Reports draw a number of
unsubstantiated conclusions, but the article contains numerous and serious exrors. I
have received CR’s letter of February 8, 1999 in response to my published
response to the article (both are attached). It does not address the issues ! raised
and, in fact, raises farther questions about CR’s article.

Given the seriousness of the problems in the article and their profound
ramifications, I awm asking you to personally review the following issues. I trust
that when you review these concerns, you will likely arrive at a far differuat set of
conclusions than were stated in the CR article and will so inform your readers.

1. CR’s investigation could only find one non-car company hood in the last 10
years that supposedly was defective. During that same period of time nearly 2.7
million car company hoods were recalled for safety hazards by the U.S. DOT.
These are the very same hoods that car companies sall on the aftermarket. |
Based on NHTSA data, 63% or over one milliog of these recalled hoods are still
on the road. This is a far mare serious and well-documentad problem than the
single non-car company hood you found. DOT has no recalls listad for non-car

company hoods.

Suite 306/1518 K Streat, NW/20008 200-737-2212/202-737.331 4(Fax)
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March 1, 1999

2. CR igncred the U.S. DOT complaint statistics, which show 1,864 complaints
about car comipany hood problems, many of which resuited in accidenrts and
injury. (I have attached a small sumpling of the many letters on fils about
probiems with car company hoods.)

3. CR reported that there is little data on the safety of crash parts. This is not true.
After analyzing the complaint database, enginsering data, and recall system of
the U.S. Department of Transportation, DOT officials told CR that there is no
indication of safety problems with non-car company parts. The information
provided to CR from the Insurance Institute for Highway Safety showed no
safety problems with non-car company parts. [THS’s British counterpart,
Thatcham, has conducted crash tests, with similar results (Which CAPA offersd
to give to CR)'. Finally, none of the car companies, who clearly have a strong
financial incentive to prove otherwise, were able to supply CR with any
evidence of safety problems associated with CAPA certified parts.

4. CR’s letter of February 8% states that “anonymous-brand imitation parts are
essentially “invisible” to the complaint and recall system because the parts have
no manufacturer’s name stamped on them”. This is incorrect on a number of
fonts. First of all, as CR was told and as is writtea in our standards, all
certified parts must have the name of the manufacturer stameped on the part.
Secondly, the NHTSA complaint system DOES indicate whether or not the part
was aftermarket or original.* And thirdly, CR’s assertior that non-car company
parts are invisible to the recall system is not logical. If true, it would mean
NHTSA is mistakenly issuing car company recalls for parts that were not made

by them!

5. CR’s letter of February 8% claims that the “11-year-old” IIHS crash test “hardly
supports the notion that (non-car company) parts are therefore safe and have

! CR's letter of February 8%, indicazed that I did not mention the Thatcham test — tiat s simply
notwue. In fact, given the reportec’s bias against the non-car company parts and the clear
results shown by the Thatcham tests, there would have been no reason whatsoever for me
1o have not mentioned these tests. Now that CR knows sbout the Thatcham testing, |
trust CR is preparad to review it in reference to CR's contention that there is & major

safety problem associated with non-car conpany hoods.)

10ur review of this datsbase concludes that the vast majority, if not all, complaints are about car
company hoods.
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Do potential to cause hann”, CAPA, of course, has never made such an

assertion as to all non-car company parts. But it's curious that CR would
nighlight this 11 year old, scientifically conducted test since the only problem
hood you were able to uncover was also manufactured about 11 years ago.

6. CK repeatedly cited unsubstantiated claims by collision repair shop
representatives as the basis for their conclusion that there is a significant quality
problem. CR provided no documentation for the various claims mada by the
collision repairers who, for years, have stated their epposition to competitive
pasts. CR prescated repairers' clzims as fact and yet did not explain why these
same repairers have dramatically increased their use cf CAPA certified (and
aon-certified) parts over the past 3 years ~ a contradiction that begs
investigation. CR’s February 8% letter indicates that these statements were
backed up by “independent and credible” sources such as ™R and Frost &
Sullivan, Given that CR clearly implied that the Center for Anto Safety was
biased by virtue of small granis received from insurance companies, why didn’t
CR report on where these companies obtained their funding? I'm sure CR
knows that they receive substantial funds from car companies.

CR never reported on what perts distributors said their experience was {a
supplying the repair industry with non-car company parts. CR’s February 8%
letter indicates that discussionts with Stan Rodman and Charles Hogarty were
the extent of your interviews with part distributors. In the interview, Mr.

Hogarty told CR about his customers’ (collision repairers) positive reaction to
the parts he sells. (CR limited its report on the Hogarty interview to

information about a lawsuit totally uarelated to CAPA.) And CR didn't report
any of the information provided by Mr. Rodman regarding the positive
his members have selling non-car company parts (especially CAPA

certified) to collision repairers. Not providing the seller’s perspective is

significant omission given that CR reports that 70% of these parts they sell are
substandard, but each year these distributors sell more and more of these parts

to collision repairers, '

CR cited no evidence from Interinsurance Exchange of the Avtomobile Club of
Southern California to support their claim that non-car company parts have
problems of “bubbling, paint flaking off, premature rusting” and “significant
problems in the quality and specifications of non-OEM sheet metal.” Nor have
wa been able to obtain this evidence from themn, Furthermore, we know of no
Stato conswmner agency, attorney general’s office or federal government agency,
including the FTC or the US DOT, which has any evidence of significant
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problems with aon-car company parts. Nor did CR report that they found any
ovidence of such problems in their extensive r on the subject or from
their own member database. CR's Fobruary 8* letver indicated that CR took
this tasurance company’s claims at face valus because they told CR “they keep
in closs contact with & aetwork of 200 repair shops, and the insurer’s
repressutatives regularly ses the probloms first band in the fields.” Yet, CR did

,\ not report any information that would explain why the experience of this

. insurance company was so diffevent from all of the other major insurance
s companies?

= 9. In stk contrast to CR's unquestioning acceptance of unsubstantiated claims
| MMCAPAMCRMMMMebyCAPA

proponents. For example, CR dismissod Mr. Ditlow’s staternent that CAPA,
parts are better quality than non-CAPA, “by virtue of the fact that you set a
sandard” by sxying be had no “compelling” evidence to svpport his claim. In
Mumm.CAPAMW“WWMM
to CR. In CR's Febxuary $* levter the reporter indicates that be “repeatsdly
MmuﬁMCAPAMmWMhyMMCAPAM
indicating that I repested]y deolined to make that claim. This is simply not trae,
. In fact, on a number of couasions I clearly indicated that “If a manufacturer

i chooses not to certify their part it is probably because they believe it would not
pess, otherwise there would be n0 reason 1ot to certify.” For CR 10 stribute

| smything but this claim to me on this subject is sixply untrue.

*‘), . 10. CR’s claim that “Neither he (Ditlow) or Gillis provided compelling evidencs to
| spport that claim” (that CAPA pants are better quality than non-CAPA) ignores
CR’:mWMMAPAbm:mMﬂqurhqu.

| In fact, CR states that “CAPA ghould osrtify bumpers,” hardly &

| wmak'mmmummwamw.

i wnoertified products. In addition, CAPA provided CR with a detailed, 232 page
a manmal that outhines 2 wide variety of requirements for CAPA pests that are

o simply a0t required of nos-CAFA parts. CAPA also disclosed, on a

i coafidentis! basis, detailed tests thet showed a mumber of parts that failed to

- achisve CAPA requirements snd mre now in the market as non CAPA. Finally,
o CAPA provided CR with its list of decertified parts that no longer meet CAPA

standards. Most of these parts are still on tho market.

11.CR contends in its February 8% letter that the lack of complaints is no indication
that the parts most the quality noeds of collision repairers. CR chose to ignore
the sigaificance of the lack of complaints knowing that each yeer we distribute
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over 60,000 complaint forms, the collision repeir industry regularly repriuts and -
makes more complaint form available and we make numerous public requests

for complaints to be flled. CR doss not justify the inflated claim that 70% of

the non-car company perts are unsccepuble, but fow of the users of the parts

take & moment o flle a complaint. CR’s olaim rums so counter 1o the smpirical
ovidence, that to dismiss the facts based on the comments of one repairer, (cven
though he is a member of CAPA’s board), is shocking.

12.1a & preposterous attempt to discredit CAPA proponeants, CR clearly implied
thaz the Center for Auto Safety's (CAS) position on orash was biased by
the insurance companies, but failed to disclose that CU found the CAS,
that CU selected the executive director and peid his salary for the first 6 years

of its history, and that

industry duting those 6 vean. CR did not disclose that insurance company
funding of CAS has dropped damatically since CAS became a member of
CAPA's board. CR also fhiled to mention that CAS has takea on the insurance
industry in many areas including CAS' successthl opposition of weak laws on
Mmhmwwmww,mdw
Uabihyhuu.mh&.mm.m.wmcnchoaowfocmontbomy
wmumc«umﬁom&.mum,ma
not report on how the two industry groups you esed as verification of collision
repairer claims were fonded.

. IS.My,wHkmmhhammhFadmwinchnpof:

' competitive crash parts study, indicased that CAPA ocertified parts often
exoseded the performence of the Ford parts. This included corrosion
protection. CR choa not 10 include this information, In CR’s February 8 Jetter
you stated that the “Ford Study, taken a8 a whole and reasonsbly interpreted,
does not sappost our assertion that CAPA parts ofien exosed the performance of
the Ford parts’™. The only resson this statement is correct is becanse Ford
misrepreievned its resuits in js report. That is why the sworn statements of the
manager teeponsible for the study were 50 important. Thers is really nothing

‘ the Ford manager, an outspoken of competitive parts, which indicates
that CAPA parts often outpecform Ford parts. However, CR chose to ignore
4 these remerkable admissions vnder osth.

14.In citing an industry spoasored “tast-fit™ demonstration as evidence of serious
problems scross the industry, CR failed to indicate that this “test” was done by
a mechamic, using limited tools, in the parking lot of a hotel. Experienced
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o indastry professionals were not allowed to observe the fit, nor were car
' | company parts {ustalled to fairly compare the fit! The next time this group
conducudthcmitwuinarepmdwpwﬁh proper tools and supervision by
. all parties. In this second test the CAPA parts were judged acceptable. CR

b failed to report that the only serious defects discovered in the second test were
! in the origina! and replacement ogr company boods. CR also failed to report
that the Toyota hood lach mechanism exhibited problems so serious that the
car compeny hood had dent marks from being repeatedly slammed down by the
owner. CR"s February 8 letter aays there was no replacement OEM hood in the
second demo. This is mcorrect and | can provide numerous witnesses who
observed the OE hood and jts problems.

15.CR ignored the best svidence that CAPA's parts were totally acceptable to
collision repairers - a blind test in which the identities of the parts wers
unknown to the repairers. In the third of these collision repairer sponsored
demonstrations, when asked to seloct which parts fit best, the repairers chose
the non-car compeny perts. The test was dons in a blind fiashion where neither
the mechanics nor the jndges knew the identities of the parts. CR uaditionally
relies on such blind tests in its testing to eliminatec the bias among testers that a
branded product is better than a non-branded product. Given the significance of
this type of test and its importance 10 CR's conclusions, CR could have easily
included this information in its netionally disirtbused pross release — especially
xhﬁ?ﬁnmmmlwymwmwﬁyowaim

16.CR in its “Recormnendations™ failed to offer the most important consumer
advice: Make sure your insurance compeny is willing to guarantee the repair,
regardiess of whose parts are used. CR failed to disclose that most major
iaswrance companies guarnntes the repais for as long as you own the car. In this
way, the consumer gets the bensfits of lower priced perts and a guarantee that
should anything go wrong, repeirs will be made. CR failed to note that while

$ Recently, based on data we tad availedle, The Cax Bogk reted the lazzu Trooper as amoug the
best of sport wtilities. Shortly afier we went to print, David Pittle contacted me an offered
additionsl informnation regarding the vehicle's performance. At Devid Pittle’s suggestion,

we comtacted the President of the company asking them not to use our rating dats in
promotionsl material and inchuded the information in press relesses. We were glad to do
this in the iscerest of providing correct and accurase information. CR chose not to follow

the very suggestion it asked us to take in the identical siruation.
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companies have been offermg this guarantee for years, consumers rarely need
to use jt. If CR’s olaim of widespread quality problems were true, this would be
a very expensive proposition for insurance companies, Apparently, CR never

inquired about the warranty experience of those companies who offer
s. This gusrantee is critical information for consumar’s to know and

guanantes :
for this reasou, alone, should have been included iu the CR article.

17. CR reported that CAPA’s corrosion test standard was a 500-hour salt spray
test, Our salt spray teat standard is 1000 hours. CR's February 8% letter, you
indicate that you were basing your fucts on an out-of-date Quality Standards
Manual, We indicated, several times, to both of the CR represeatatives who
vissted our tosting labs, that the manual was revised and that the new corrosion
test was 1000 bours, (We can provide withesses to this if pecessary.) As we
explained in detail, CAPA uses an industry standard test. The CR comosion test
was different than that normally used by the industry. In addition, CR was
unable to find any real world evidence of premature cosrosion of CAPA
certified parts to substantiste its claims that there exists a corrosion problem.

18.CR claimed that “Last March the Automotive Service Association withdretv its
support of CAPA." o documeants provided to CR, CAPA provided evidence
that ASA has never supported CAPA, it has been the most outspoken opponens
of competitive cash parts (along with the car companies); and it bas refused
CAPA's namerous requests for any public statement exprossing support of
CAPA. In faot, ASA hosted the largest anti-competitive part demonstration
ever held (spomsored by Ford) and they kave worked vigorously on the state
level to prevent the use of now-car company parts. All of this information was
provided to CR in advance of the article. In refreace to CR's letter of
February 8%, it is simply false to state that ASA sver supportad CAPA. In spite
of what CR attributes to Clark Plucinski, collision repair shops, led by the ASA
have always opposed the mse of non-car company perts, regardless of whether
they are CAPA or non-CAPA. The very concept of ASA supporting CAPA is
Indicrous and shows a complets lack of understanding of the violent opposition
to the use of aoa-oar company parts by collision repairers.

19.CR reported that an cugincer at CAPA’s test lab said that OEM paxts vaniations
are “perhaps 0.060 inches”. Atno time did anyoune at Entela or CAPA make
this statement. Three witnassses at the mesting confirm that this statsment was
never made. What did transpire at the meeting, which included rcpresentatives
of Extela, CAPA and two CR eamployees, was a detniled discussion of the
inconsistent nature of car company parts. Whea one CR representative asked
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- what 1.5-mm would be in inches, be was told “sbout .060 inches”. This
1.5mm, howevey, is CAPA's maximum level of tolerance, not the car

i . company's ~ a fiact that bas been cleerly explained to CR on a number of

occasions and which appears prominently in our standards manual,
Furthermore, CR knows from roviewing our standards that we possess a
4 significant sumber of data points on car company pars. On numerous
i -occasions we told CR that we have discovered variations among the same car
company parts that far exceed our +/- 1.5-mm tolerance. CR's February 8%
4 lotter, again claims that Greg Marshall made the statement that OEM part
;J vasistious are, at most, 601000 of an inch. Not oaly does Greg Marshall
1 adumantly deny making such a statement, but both CAPA Administrator Karen
Vail and | adamantly deny that be made such a statement. Such a statement is
| simply not true and would never bave been claimed to be trus. In addition, on
wo occasions during the “fact checking™ stage of this article, Mr. Marshall
indicated thet be did not ssy this, but the article was not corrected. This is 2

very segious mistake on the part of CR.

20.CR reported thet CAPA's vehicle test fit program would only be for newly

certified pasts. That ig incomrect. On two occasions, the vehicle test fit program
was explained in detadl to CR and each time we indicated that the vehicle test fit
program will be used on aqy pest. CR was also incorrect in stating that current
cortified parts are not affected by this change unless CAPA, receives at loast five
compiaiats sbout the part. As we explained to CR, if a part recsives five

. complainty, it will be removed from the program, not ctiscked on a car! Prior to
that time thers are MUNIONS ocoasions when a vehicle fit will be conducted,
This policy, 100, was explained I detail %0 CR. CR's February 8 letter
mdicsted that reporter’s “notes”™ atributed a quots to me. Those notes are
wroag. Not only is the reporter’s quots sn insccwrats reflection of the fiacts of
the program, but we clearly explained the complete vehicle test it program to
ths reporter in & lengthy meoting at our testing facilicy. -

21.CR reported that helf of CAPA’s fiading comes from the fnsurance industry.
‘This is incorrect. Last year only 38% of CAPA's oparsting funds came from the
insuramce industry. Overall, insivasice company funding has declined from s
full 100% in 1988 to curreat levels. The decline in CAPA dependence on
izsurance funding was reported not orly to CR but also to CR's fact checker

fonding
and the offer of the correct perceatage was made to CR’s fact checker. As was
explained to CR, CAPA is modeled after Underwriters Lab, which also was
o founded by the insurance industyy, but is now totally independent. CP. copaiders
o insurance finding to be significant enough to inchude in the article, but
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chose not to report that CAPA (s moving quickly towards its goal of reducmg
its financial dependence on {nsurance funding.

22. We have nct been able to fairly evaluate CR's actual testing. While CR
vidoduwithdmﬁommomc manufacturess, it did not provide us
with all of the dats.* However, we bave discovered some very disturbing
Wormnﬁonm%atwehlwbecnablotoptecetogether Mzgn.ﬂ&amuhn

mummumn In David Pitle’ sFebwaw 2"
letter to Clarence Ditlow he indicated that CR m:thebestoftho!-‘ordfeuders
to the shop. On the other hand CR send the 2™ and 3% best of the CAPA
fenders over. For the Accord, CR sent the 2 and 4™ best CAPA fenders. In
m&h«uxcﬁdtheymdtbobeﬂCAPAmwthcnpwshop In the case of
the Accord, the 2% best CAPA actually did woll against the Accord. CR
presented monumental copclusions based on the grossly small sample sizes and
stacked the deck against CAPA in the parts that it sent to the repair shop.

23. CR contends that “shoddy parts can cost you a bundie.” The only way non-car
company parts could cost consumers any more than car company parts would
be becanse they mcreased repsir costs in subsequant accidents or prematurely
failed. (They certainly don’t increase the cost of the initis] repair, they reduce
it.) If, in fact, non-car company perts incressed repair costs, it would be sn
expenss born by the insurance companies. If this incressed cost were real, 1t
would be highly illogical and very weconomical for ingurance companies to
use them. Regarding premature fhilare, again it would be the guarantee; of the
tosusance industry that would be mffering. As CR knows, there are very fow
(if mny) clsims sgaimst instrance companiss for premature failure of these parts.
If there were, however, this would be a cost born by the iasurance company, not
the consumes. CR bas a0 basis for cleiming that nos-car company parts can

“oost you a bundls.”

4 When asiced for the complste data, we were told thet & was CR'’s policy to oaly provide
reasithonarers wich the dats fbr their owm compeny. As CR knows we do not
masuhcnrer pests. Nevertiseless, CR provided somts of the deta. Our objective is to
desermine if von-0r compeny parts are equal in gerformancs o car compuny parts. We
cem w0t do that uniess we compare the resuits from two or more parts. CR's poiicy of
relessing data from certain memufsoirors and not others cither viclates those
manufacturecs’ privacy or crkes it iapossible 1o evaluare the results i total.

8 LRl
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company parts and their competitive
Sinoeyely,
Jack Gillis
Execntive Director
ce.
David Pittle
hcmm
Stephen Brobeck
CAPA’s Respcass 1o CR

CR's Pebrusry 8, 1999 Jetter t0 CAPA




SUBJECT: North Dakota Bill SB 2358 - Use of Replacement Crash Parts

As a former territory manager for Standard Motors Products of Long Island, NY, one
of the largest manufacturers of automotive replacement parts built to meet OEM
spects, a former parts manager of a Bulck Cadlillac GM dealer and now a State Farm
Insurance agent for the past 23 years [ strongly urge you to vote NO on Senate Bill

2358,

This bill is not a consumer advocate bill, It is the exact opposite. This bill will hurt
all consumers in the pocket as all of us will pay higher prices for insurance because
the OEM Manufactures will have a monopoly on crash i)arts. They will be able to
charge any amount for the parts and the consumers will pay for the difference. The
mark up on OEM parts is very high so we are talking Big Dollars to GM Motors, Ford

Motors & Chrysler Motors.

The arﬁument that anything less than OEM crash parts will not fit properly by the
body shops is a bunch of baloney. Use a little commeon sense! A body part is not a
high precision part such as a bearing, valves, ¢lectronic ignition parts, gaskets, water
Eumps and the list goes on for parts that are now being made to OEM specs and

etter than OEM specs offered at your local warehouse parts distributors, etc, If that
analogy was true, than why do we need the parts stores like NAPA, Motor Services,
Hedahl's, Ever-nn H E Co. and the list goes on. The consumer then would be forced
to go to his lovu:t GM, Ford or Chrysler Motors for parts. I believe competition is
good for our economy. I also believe in freedom of enterprise. Many manufactures
of generlc parts are meeting the quality standard of CAPA (Certified Automotive

Parts Assoclation) and are of good quality.

SB 2358 is not about helping the consumer! It is a bill about big bucks for crash
parts and having a monopoly on them. Mr. Body Shop, which would you take if you
make 15% on a body part? Example: $770.00 for a cadillic bumper or would you
like 15% on a $300.00 bumper. Of course you would choose the $770.00 bumper.

[ urge you to use common sense and vote (YO on Senate Bill 2358. A bill that will
cost the consumer much higher insurance premiums. Give the consumer a cholce.
He can decide if he wants OEM parts or generic parts.

As an insurance agent who gets paid commission based on amount of premium
dollars taken in, | stand to have my own income increased if this bill is passed.
Conservative estimates say that auto premiums would increase by at least 15%. Even

though this bill would cause my income to go up, [ am against it on a fundamental
level. I have a responsibility to my customers to do what is best for them. That is

why I'm here today.

Sl 0 Fole

~ Darrel V. Hovde




Say no to higher auto insurance premiums.

.om to most states, North Dakota drivers pay almost the lowest auto premiums in the nation, but SB 2

Fompared
could change that. SB 2358 i anti-consumer and anti-competition and has the potential to increase you.' suw
insurance bill by as much as ] percent.

This bill mandates higher prices
SB 2358 would require insurance companies and body shops to repair cars less than eight years old with more

expensive auto manufacturer parts. It would also require you to glve your insurance company and repair shop
additional approvals in order to take advantage of less expensive repair parts,

SB 2348 stifies competition ~ increases your costs
Aftermarket parts include hoods, fenders and other cosmetic replacements that are the same quality, but cost

substantially less than collision parts produced by the big car companies. SB 2358 would eliminate competition in
the parts market and increase claims costs. How does this affect you? This added expunse is passed along to you
through your insurance premiums. Higher claims costs means higher insurance premiums to you, the

consumer.

You wouldn’t support a bill that abolishes generic drugs
Aftermarket parts, like generic drugs, are safe and effective. If this bill should pass, it is likely that car repair quality

will not improve, but repair costs will go up sign’ “cantly. And, more vehicles will be totaled due to higher repair
costs.

generic drugs were outlawed, fewer people would be able to afford the cost of medicine. Similarly, states w
auto premiums also have more uninsured drivers.

These parts are safe
The afiermarket parts eliminated by SB 2358 are used for cosmetic repairs only; with the exceprion of the hood,

and tests on aftermarket hoods show they perform as well or better in crash tests than original equipment
manufacturer hoods. Plus, the warranties on aftermarket parts are as good as or better than warranties on original

equipment manufacturer parts,

North Dakota insurers are committed to working with you and your repair shop to see that you are satisfied with
the fit, finish, and quality of repairs.

You can influance this decisien
If passed, SB 2358 will cost you money. It will stifle competition in the crash perts industry, which will only benefit

the big car companies and the owners of some auto body shops. SB 2358 also poses the threat of costing North
Dakota jobs in the used and aftermarket auto parts business if passed. This bill is clearly not in the best interest of
North Dakota residents. We urge your immediate support in defeating this legislation.

Vote NO on SB 2358.

‘Sponsored and paid for by the Association of North Dakota lnsurers.
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'm Ron Nordstrom, owner of Dave’s Auto in Bismarck. 1’m here speaking o bespetinl

the North Dakota Auto Recyclers Association, we are a statewide organization of 28 Auto
Recyolers,

We are here to oppose SB-2358 as it is currently introduced. As you know 2 years ago
this bill was introduced to the Senate, it passed, and subsequently passed to the House and
was defeated. Our reason for strong opposition as it is currently written is this: 2
years ago we were forgotten about by the sponsors of the bill, the North Dakota Auto
Body Association. after many discussions with their president and members, we were
repeatedly told we will not be forgotten, that the bill will be amended to include us. The
terminology to be used was “NEW OR RECYCLED” Original Equipment Manufacturer
Parts. This legislative session the bill was again introduced as SB 2358. We again were
promised we would not be forgotten. Well we were, but to their credit the sponsors did try
quite hard at the last minute to amend the bill before the Senate Hearing, Senator

~ Schobinger physically handed them out to the committee members. The final result was
the committee recommended to pass without amendments and it obviously passed through
the Senate without the amendments. We feel it was because of political confusion and
miscommunications at vote time. After this bill was passed by the Senate, we again have
had scveral conversations with spowsors members, their prosident, legislativo representative and even their
lobbyist. Again both Mr Quandt and Mr Hagen gave us their word that if this bill does not
have the desired amendment that inchudes us they would have the bill killed.

We must remind everyone that we only oppose this bill as currently written, not in it’s
entirety. If this bill does pass as currently written, it will very easily close several Auto
Recycler throughout our state. Body parts are a substantial portion of our sales. The
members of the NDABA are our customers and our friends. We do really understand their
frustration with poor quality aftermarket parts and insurance company’s forcing them to
use these parts. They obviously are so tired of fighting suppliers of aftermarket parts, and
the insurance companies, they feel that they need a law. That’s not our problem, but the
result is we cannot take one single chance that we will be forgotten again, whether it be
due to lack of amendments, political confusion etc. It just doesn’t matter, if this bill passes
as it is written, the NDABA will lose suppliers, friends and jobs in their own shops, along
with members in our organization.

*USED AUT( AND PICKUP PARTS I8 OUR BUSINESS®
TMM.M.MWWW.MM.EW.m.m.wmﬂmm
Dave's Auto Is a wholly owned subsidiary of Ron's Auto Recycling, inc.




March 8, 2001

Mr, Jack Zaleski
Editor, Editorial Page
The Forum

Fargo, ND

Dear Mr. Zaleski,

On February 20, 2001 the North Dakota Senate passed Senate Bill 2358 that would make
original equipment crash parts - fenders, hoods, grills and bumpers made by the car
manufacturers - mandatory in the repair of vehiclos involved in accidents unless the customer
consents to the use of what are called aftermarket parts. This new rule would apply to carv 7
years older or newer. The bill's primary sponsor, Sen. Randy Schobinger, says the bill only
gives consumers “some power over how their wrecked car gets fixed.” You agreed on February

17th, quoting from the Minot Daily News, saying, “Schobinger has a good consumer protection
bill.”” “It deserves to be passed because consumers deserve to have their wrecked car fixed with

the best parts that are available,” In fact, Sen, Schobinger’s bill is not a consumer protection bill,
It is bad legislation for consumers. If passed by the House of Representatives and signed by
Governor Hoeven the law would force consumers to buy rnore expensive parts for any car 7
years old or newer with no guarantee of quality and eventually automobile insurance rates will
increase. This cannot be what the North Dakota legislature really wants, It cannot be what North

Dakota consumers want,

I am Executive Director of the Certified Automotive Parts Association, known in the
industry as CAPA. Also, [ am the Director for Public Affairs for the Consumer Federation of
America. For nearly 12 years [ have been working on the CAPA program to protect American
consumers from a car company monopoly on parts. CAPA provides consumers with a choice - 8
high quality, less expensive CAPA certified part over the more expensive uncertified car
company part. We oversee a testing and inspection program that certifies the quality of parts not
manufactured for or by the car companies and used in auto body repair. We simply establish
standards for competitive parts in order to insure equivalency - equal if not better - to car
company parts. CAPA's goal is to promote price and quality competition in the after market
crash parts industry, thereby reducing the cost of crash repairs to consumers without sacrificing
quality. We are miodeled after URL who certifies all vlectrical cquipment in the country. The
existence of after market perts suves American consumers $800 million each year by providing
an altemnative to parts only made and sold by the car companies who have been known to mark
up their part prices by as much as 300 percent. The existence of CAPA ensures that consumers
also have a high quality alternative to these expensive car company parts.

What is at stake here is the consumer protection inhcrent in a truly free and responsible
marketniace. North Dakota consumers support choice through competition not the monopoly the
car companies and body shope are hoping to achieve with this legislation. An example of just




“r
;
)

i,
/

P~

e

2
i
H
I

L.

T

patidtns coadiie i & v adiun bhdaa it 4

Page 2 of 2

An example of bow over priced car company parts can be is best exemplified by comparing a
Ford Taurus hood with 2 combination TV/VCR. A hood for a 1994 Ford Taurus costs almost
$400, and that does not include painting and installation. Comparably, a combination TV/VCR
sold by RCA costs about $150. This kind of pricing does not make senso and is what happens
when the product is controlied by a monopoly. This legislation will kill competition, strengthen
the car company monopoly and increase prices. It should be stopped.

Sincerely,

Jack Gillis
Executive Director

. F:\WordDocs\CAPA\PUBREL\Nourth Dakota Op Ed 03-05.doo
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Testimony on SB 2358
House Transportation Committee
Chairman- Rep. Robin Weisz
March 8, 2001

Good Moming Mr. Chairman and members of the House Transportation Committee. For
the record my name is Randy Schobinger and | am the state senator representing district #3.
District #3 includes most of eastem Minot including Surrey, [ will briefly explain the bill, what
it's offect will be, and offer amendments, some of which were originally intended to be part of
the bill and others that offer a compromise,

Senate Bill 2358, simply stated, is a bill to allow the owner of a motor vehicle to consent
before after-market crash parts become part of their vehicle, It will require consumer notification
when parts other than original replacement crash parts may become part of their automobile, The
key phrase in the previous sentence is “Replacement Crash part”. On page | line 21 isa
definition of replacement crash parts. It reads, “Replacement Crash Part means a part typically
replaced during repair of a damaged motor vehicle, including exierior sheot metal and any plastic
component such as a fender, hood, door, bumper system, or related structural component”, This
definition is important because it excludes what is commonly referred to as hard parts. These
parts include oil filters, tie rods, radiators and any other part that is not crucial to the structural

integrity of the automobile.
Page 2 of the bill requires a “Notico to Consumer” of the type of replacement crash parts

to be installed in their motor vehicle,
Subsection 4 on page three states that an insurance company may not require the use of
after-market parts without the motor vehicle owners approval.

Subsection $ on page three states that the bill only applies to vehicles seven years old or
less and have a gross vehicle weight of 10,000 pounds or less.

At this time I would like to propose amendments for the committees consideration. The
amendments are mostly housekeeping but also show that we are willing to compromise with the
opponents of this bill, ,

The first change on page | line 9 substitutes the word damage for gollision. Claims are
most often referred to as “damage repair claim” rather than “collision repair claim”.

The second change on page | line 14 strikes everything after “licensee”. The reason is
that by definition a “new original equipment manufacturer crash part” would not be older than

the motor vehicle being repaired.
The third change on page 2 line 7 removes the requirement that an authorization form be

attached to the “Notice to Consumer” form.

The fourth proposed ckangs on page 3 ensures that recycled parts can be used when a
body shop repairs a damaged motor vehicle,

And finally Mr. Chairman we're willing to compromise on the age & vehicle must be
 before after-market parts may be used without consent. The current bill requires seven calendar
years before the current calendar year. Our amendment will lower it to five,

On October 4, 1999 » jury awarded policyholders of the nations largest automobile
insurer $456 million for ordering repair shops to use substandard replacement crash parts. The
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SENATE BILL 2358

Mr. Chairman and Members of the Committee:

My name is Lane Quandt. I am the manager of a body shop in Minot and the Chairman of
the North Dakota Auto Body Association's Legislative Committee.

TheﬁntthinglfeellneedtodoisclarifysomemiscomeptionsofSemteBill2358.

1. As defined in Page 1 lines 21 thru 24, “Replacement crash part” means a part typically
replaced during the repair of a damaged motor vehicle, including exterior sheet metal, and
plartic components such as a fenders, hoods, doors, bumper systems, or related structural
cordponents. This Bill is not concerned with aftermarket parts such as starters, alternators,
whaels, batteries, tie rods, water pumps, air and oil filters, condensers, and radiators which
are typically known as mechanical hard parts.

2, ﬂﬂsBﬂlWormtl\emof&EM‘ parts. It only asks that the
consumer me made aware of the parts being used and that the consumer consents to the
use of any parts that are Non-OEM. (Read Page3 lines 3-12). Is there anyone here who
feels the consumer shouldn't have the right to know and choose what kinds of parts are

being used to repair their car?

3. This Bill is not about the body shops versus the Insurance Industry. We both have the
same customers. The problem is that the insurance companies have been sold » bill of
goods by the aftermarket crash parts companies. They have been told that they will
provide parts of like kind and quality to OEM, but thev are not!

If aftermarket crash parts were consistently as good as O.E.M. parts, there would be no
need for Senate Bill 2358. But they are not!

How many of you here would be concerned about having Monroe shocks put on your car,
Champion sparkplugs, a Sears Diehard battery, Dayco belts, Fram oil and air filters, or
G.E. or Sylvania seal beam headlamps. These are proven companies with names we have
all come to know and trust, But, if your vehicle was in an accident, how woukl you feel
about having a Pro-fortune grille put on your car, or an Ensure fender, a Tong Yang hood,
or & Gin Ho Lian radiator support, without your knowledge? How many of you have read
yourautomobllehmmncepolicyandknowwlwtlmornotthescpanscanbcusedon
your vehicle? |

I wish all parts were created equal. WIMMWMMM
Senate Bill 2358, But there is!

At the last hearing for this bill, the manufiturers and suppliers passod around aftermarket
nndOEMpmnoshowyoutlutd\eylookthem,b\nrememh«youcanmtjudgea




book by its cover, and the same is true for aftermarket crash parts. They may look as
good, but the real test is will they fit on the vehicle? I have photos to prove my point. It
mnybeofimmtoyouthuu\esemplwtosofvehlclumlnveworkedonsimethe
Senate Hearing on Feb, 2%, (Show photos) Mr. Chairman and Members of the

- Committee, affermarket crazh parts are got of ke kind and quality, aithough there
are some here who would like you to believe that they are,

I would like to ask that you please listen to the people that have to work with these parts
and the consumer’s vehicles, everyday. One thing that you maugt understand is that the
people from the insurance industry, CAPA, and the people who supply and distribute
aftermarket parts, do not have to sit across the desk from the consumer, look them in the
eye, and say “We were able to restore your vehicle to pre-accident condition, and this is a
quality repa’r that we are proud of.” We auto body repair people have and need to be
able to do that everyday.

At the Senate Hearing a statement was made that body shops want to use OEM parts
because they can make more profit on the higher priced parts. On the contrary, in fact we
would ask that the Bill be amended so that we can used recycled (used) OEM parts, which
in many cases are less than the aftermarket crash parts. It has also been said that this Bill
would raise insurance rates, but let me quote Consumer Reports. “Most auto insurers
endorse imitation parts because they can be 20 percent to 65 percent less expensive than
OEM. But the companies we surveyed provided ng evidence that those savings are being

passed on to policyholders.”

Another suggestion was the idea of a separate insurance policy for those who prefer the
use of OEM parts, but this will brving on a whole new set of problems. In fact in Maryland
they are trying to pass a law, which would allow insurers to offer the option of purchasing
additional coverage for the use of new original equipment manufactured parts. Robert J.
Hurns, counsel of thw National Association of Independent Insurers, of which, | am sure,
myhthismommmembm,oppomthhhwbecausehesaysandlqmte “i creates

umition the petitly | jor quality” and to that I say AMEN
BOB!'! Ithinkyouwillﬁnditimaresthgtlutlcomacted the five insurance agencies in
Minot that handle the particular insurance, who said they now have the OEM policy
available, and not one of the agencies contacted was aware of such a policy. This made it
very hard to get a price quote to see the price difference between the policies. To me the
two-tiered or OEM policy is the insurance companies way of offering the consumer yet
another bandaid on the issue of aftermarket crash parts. And as you all know a bandaid
does no good if it isn’t placed over the sore. By the same token, a two tiered or OEM
insurance policy is useless if the agents are unaware of it and the consumer doesn't
understand it, and really, what good is a lifetime warranty on a part that doesn't fit the
vehicle? We don't need any more bandaids, We only have gie sore, the inconsistent
quality of aftermarket crash parts. Until the day that the quality of g} aftermarket crash
rmhcomlstemlyequal to that of OEM the consumers of North Dakota deserye this

W,
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AMENDMENTS

S.B. 2358
R Page#1-Linc #9....the insurance company with respect to a motor vehicle demege
; - —collision repair claim.
PageW1-Line#14...licensee. whick-is- a0t okdes-thas-the.aotos-vohicle-being-sepaised with
e Page#2-Line#7....The following “Replacement Crash Parts Notice”. Aad-Authosization
r ‘ Eosa”
: . . Page#3-Line#3&4...If a motor vehicle requires repair by a repair facility, a repair facili
i shall use new gr recycled original equipment manufacturer replacement........
| Page#3-Line#7....time of the repair to the use of parts other than new_or recycled
original equipment
Page#3-Line#9....use of parts other than new or recveled original equipment
manufacturer replacement crash
Page#3-Line#12,..than new or recycled original equipment manufacturer replacement
crash parts,
Page#3-Line#14.. .calendar year or in the ffre seven calendar years before the current
calendar year.
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l State Farm Knew of Bad Parts?

Momos. Insurance Firm Knew of Inferiority
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; :gvs SUMMARY By Michael Pearson SUMMARY
P PoLITICS The Associated Press State Farm
> worto MARION, lll, Aug.18— Even as State Farm  executives
b susiNESS was sending brochures to its customers touting  were
—Your Business  imitation auto-body parts as equal to the factory reportedly
e s originals, executives were circulating memos ::‘:rc;latlng“
—_The Sectors calling their quality into doubt, according to emos calling
*‘"MM!M Naws documents presented in a lawsuit against the ;:;p:&grallty
P TECHNOLOGY lnsurance glant ', even as
P scrence “J,;qni being told that the quality issue is significant . ,ctomers
I HEALTHALIVING _amf ‘I8'receiving negative ‘feedback’.from repairers oo told the
P TRAVEL \. (fhd ciistomers,” a State Farm, clains exectitive wrote parts were
W rsen srorTs D 8 1993 memo predeiited d“ﬁﬂg testimony Tuesday equal to
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Plastlc Parts Faulted in 1993

. p:oblems with poorly
tting bumpe rs, plas  that don’t match
man oty u;li / and an lmiiatlon truck hood
eqmpped with safety latches that will not hold.

“This presents an obvious safety problem,” the
memo said of the hoods.

In opening statements Monday, State Farm
attorneys said there is no evidence that aﬁermarkct
parts pose any safety threat.

In a 1997 memo written shortly after the case was
filed, State Farm attorneys urged the insurer to stop
using imitation sheet metal parts, saying the cost of
settling lawsuits over their use soaked up any savings
they might provide.

State Farm spokesman Bill Sirola said the
documents reflect the company’s leading-edge efforts
to bring aftermarket parts up to the level of factory
parts, not an effort to conceal their flaws.

State Farm is the nation’s largest auto insurer,
covering one of every five autos on the road. W
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March 8, 2001

Testimony of Patrick J. Ward in Opposition to SB 2358

Chairman Welisz and members of the House Transportation Committee:

SB 2358 relates to the use of replacement crash parts in motor vehicle repairs.
| represent the North Dakota Domestic Insurance Companies, State Farm Insurance
Company, and the National Association of Independent Insurers. All of these
companies strongly oppose SB 2358. This bill is anti-consumer, anti-competitive,

and has nothing to do with safety. The market should dictate which parts get used,

" not government. If you pass this bill, insurance premiums in North Dakota will go up

substantially. We urge a Do Not Pass.
SB 2368 Is a recycled version of SB 2276 from the 1899 Leglslatlve Sesslon.

That bill passed the Senate without opposition in 1999, but was killed in the House.

~ We object to SB 2358 for many of the same reasons that we did last session.

SB 2358 would give the original equipment manufacturers (OEM) of

automobile sheet metal parts a monopoly on the sale of those parts. It would close
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o the door to all competition from aftermarket parts. This would result in substantial
" increases In the cost of such repair parts and a consequent substantial increase in
| premiums for motor vehicle insurance, of as much as 15%. WV passed a similar

statute in 1994 with a 4 year OEM provision. Average costs per claim increased by
over 13% In WV in 1995.

, o There s absolutely no credible evidence to support the argument that the

quality of aftermarket parts is any less than the quality of original equipment

manufactured parts. These parts are safe and less expensive. Most people cannot

| tell them apart from OEM parts. In fact, CAPA, the Certified Automotive Parts

" . Assoclation, certifies the quality of many parts made by the aftermarket
manufacturers.

It should also be kept in mind that most of these parts are simply stamped
sheet metal. SB 2358 does not attempt to apply to engine, electrical or other
automotive parts which are much more complex in their design, operation, and

“functionality. All of us have purchased more complex aftermarket parts such as
| Sears DigHard batteries, Midas mufflers, Champlon spark plugs, used and recycled
starters and other electrical components from auto part stores not even knowing or

~caring whothe manufacturer was, Mbst of us seldom If ever question our mechanic




o ast;mmmfacm of the electrical, computerized, or mechanical parts he or she
uses in repairing our vehicles. Why should we worry about sheet metal parts?
Quality body shop méchanics will do quality work. Insurance companies will work
v. with body shops to find parts that fit and look nice. There have not been many |
complaints to the Insurance Commissioner’s office.

SB 2368 as written applies to all vehicles within the past eight years of
N manufacture which weigh less than 10,000 pounds. It requires the repair facility to
disclose each type of replécement part that would be installed and obtain a prior
written authorization from the consumer to perform the repairs. No Aother state has
such far reaching legislation.
| In North Dakota, a body shop makes as much as a 26% markup on parts. An
OEM part is often three to six times more expensive than an aftermarket part; l.e.,
.th‘e more expensive the part the more money which goes into the repairmen'’s
pockets. That s the real reason the body shops support this billl

R A

| have a client in the lumber business. His wood is much better than the wood

at Menards. Many bullders and carpenters buy from him even though his wood Is

more expensive. Should we also pass legislation requlrlnd insurers to use local
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lumber companies wood for house repairs because some people think it is better?
Why not outiaw generic drugs? Generic groceries?
| L e T e T P AR A At R LA R DAt T Ll
| Many car insurance policies provide that the insurer may uée aftermarket parts |

| but will guarantee fit, qualily and finish of repairs to the customer’s satisfaction. For
example, a standard State Farm policy says:

We will include in the estimate parts sufficient to restore the vehicle to

its preloss condition. You agree with us that such parts may include

either parts furnished by the vehicle’'s manufacturer or parts from other
sources inciuding non-original equipment manufacturers,

el ke e e e ek b e R W R R kb R

Most insurers provide rental cars during the time needed for repairs. if for
some reason a non-OEM part will not work, insurers use and pay for OEM parts.
Many non-OEM parts have better warranties than OEM parts.

We have provided you with a packet of materials including a brochure from the
| Na,tipnal Assoclation of Independent Insurers. ' At page 6 of that brochure they
| illustrate how cgmpetitlon has forced prices to decline, even on OEM parts. For

example, an OEM fender for a Toyota Camry which cost $266.79 in 1994 by 1996
| cost $143.88, Atthe same time. a non-OEM fender cost $209.00 in 1994 and only
$60.00 in 1996, Examples of fenders for other automobiles are also included.
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A new Honda Accord costs $22,365 from the dealer. If builtin a body shop

with OEM parts, the same car would cost $68,065.93. (This is a study done by the

Alliance of Americarni Insurers). In a previous study by AAl, a 1999 Toyota Camry

IO {U»{-“. LR TS

with a sticker price of $23,763 cost $101,335 in OEM replacement parts.

This legislation follows an unsuccessful attempt by the auto manufacturers fo
persuade the U.S. Congress to create a legislated monopoly. Since that time, they
have tried to do so through state legislation with assistance from auto body shops
as front men.

SB 2358 is not a consumer protection bill. (Consumers are not complaining
¢ yut aftermarket parts.) SB 2358 could cost the average consumer hundreds of
dollars annually in additional premiums. It is a bill which will help stifle badly needed
competition in the crash parts industry. it will benefit only the large auto makers and

a few body shops. It will put people who sell replacement parts out of business.

We urge you to vote Do Not Pass on this legisiation.

PAVLEAPALD T\phSB 2358 testimony2. wpd
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Questiens o ask your
Insuramce Agent and

sg your wchicle has been dzmaged
arvd needs repair, you will most
likely work with your insurance agent and
an automotive body shop. It is important
for you to ask questions of these people to
be certain that the repairs will be made to
your satisfaction.

Questions 1o ask your insurance agent

B Is their adjustment estimale based on
Original Equipment Manufacturer (OEM)
parts or new imitation parts?

B What determines like, kind. and quality of
the replacement parts?

B Will my vehicle be repaired to pre-accident
condition?

Questions to ask your Body Shop

8 Do they make a policy of using only new.

genuine OEM parts?

| Is their second choice used OEM parts or
imitation parts?

@ Under what circamstances do they vary
from that policy?

B Will the shop guarantee the parts and the
repair?

To keep your vehicle’s body in shape,
exercise your rights ‘

his pamphlet has been
created to help yon make

informed dedisions should

your vehicle need repair. The

nlent was to accurately

portray some of the

diflerences between genuine

GM parts and imitation

.. Iyourrepairs are being paid for by
|- . annmwance Compuny, youx agent and
S thecmier e inkerer alncping
T nlnl&i-vﬂl..ﬁl.f.

surer wants the wehicle repaived to pre-
accident condition ynd the insance
company won't pay the full cost.

As the consamer, you have 2 vight to
know how your wehicle is being repaised
and how the replacement parts will
affect your wehicle's appesrance, perior-
mance, safely and resale valae.

Yhis pamphlet s designed to help yon
malz an informed decixion segarding
Tepairs 1o your GM wehacle.

(




Genuine GM vs. “Imitation”
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Side View

Iypicol alignment problems encown-

lered with wmitation parts. The levers
are used 1o show mounting boli hole
clygnment: With the genuine GM part,
all evers are in the ~dowm”™ position —
indiceting proper. Yihe
mountmyg bolts. The imth __ apart,

2 4
or dnll the part to make it work,
expasing bare metal, which could
Zead 0 corrasion prodlems.

Imitation 700 of the balts could be saserted,
Tearing the levers in the <~ posstion.

With gerunne GM parts,

- These quality issues also can affect
FEPS  the performance and resale value of your
<ar, truck orvan.
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