Konrad Jackson

From: WHITAKER George (CNH Industrial) <george.whitaker@cnhind.com>

Sent: Tuesday, March 10, 2015 1:12 PM

To: Rep. Kurt Olson

Cc: Rep. Jim Colver; Rep. Gabrielle LeDoux; Rep. Cathy Tilton; Rep. Andy Josephson; Rep.
Sam Kito; Rep. Mike Chenault; Rep. Shelley Hughes

Subject: HB 67 - Work Draft E - An act relating to product warranties and services for certain
products; and relating to certain dealers, distributor, and manufacturers

Attachments: Alaska HB67 (CNH Industrial).pdf

Follow Up Flag: Follow up

Flag Status: Flagged

Dear Chairman Olson:

Please find our comments regarding Work Draft E for HB67 which will be discussed in the House Labor &
Commerce Committee meeting on Wednesday afternoon.

We believe the current proposal is severely flawed and potentially costly to Alaska off-road equipment dealers
and customers. We believe the proposal is restrictive to free-market solutions. Further, If an “Alaska unique”
solution is required for this issue, we feel strongly that manufacturers should be included in the solution
development discussion.

We thank you and the committee members for your consideration.

Sincerely,

George Whitaker
CNH Industrial
Office: 262-636-4959
Cell: 262-664-2927

george.whitaker@cnhind.com
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SENT VIA EMAIL: Representative.Kurt.Olson@akleg.gov

March 10, 2015

Chairman Kurt Olson
State Capitol Room 24
Juneau AK, 99801

Re:  Opposition Comments: Work Draft v. E of HB 67 - “An Act relating to
product warranties and required updates to products; and relating to dealers,
distributors and manufacturers”

Dear Chairman Olson:

On behalf of CNH Industrial America LLC (CNHI) I’m writing opposition comments to
the Work Draft v. E of HB67 - “An Act relating to product warranties and required updates
to products; and relating to dealers, distributors and manufacturers.”

CNH Industrial is a global manufacturer of CaselH and New Holland brands of agricultural
equipment, Case and New Holland brands of construction equipment and the FPT brand of
engines and powertrains. Our brands have dealers and customers in all fifty states and over
160 countries around the globe.

We submit that there are several issues within HB-67 which are harmful to the dealer /
manufacturer relationship, are potentially harmful to the dealer and ultimately harmful and
costly to end-use customers in Alaska. We are very disappointed that this proposal appears
to have been developed without input from manufacturers of equipment sold and serviced
in Alaska.

Further, legislative solutions serve to remove flexibility from process innovation of market
driven service level improvements and they stymy the benefits of technology improvement
opportunities in the warranty fulfillment process. We believe capturing and capitalizing on
improvement opportunities are best left to the working relationship between dealers and
manufacturers, in a free market driven environment..

One of the cornerstones of our warranty reimbursement and administration program is
incentivizing dealers to make vital, customer driven, product support investments:

e Ensure that technicians are factory certified and the dealer possesses the special
tools required to repair machines in a timely and efficient manner;
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e Manage the balance between a dealer holding a stock of service parts inventory, and
relying on our inventory, in a way that provides optimum levels of service parts
availability to consumers;

e Manage timely execution and compliance with safety and product upgrade
programs as they occur;

Under our system, dealers that make the critical investments needed to assure customer
satisfaction are rewarded with warranty reimbursement rates (labor rate and parts cost
accelerators) above the dealer’s standard labor rates and parts cost. Those dealers not well
prepared to service the customer, do not receive the accelerators.

Below are examples of issues within the current working document:

e Incentives are reduced for dealers to order and stock adequate inventory for the
machine population that they have sold in their trade area; typically manufacturers
offer dealers incentives to order on a weekly or even daily basis, the bill has the
potential to interfere with that free-market solution.

e Payment of administration time for update programs. A dealer’s retail labor rate
should include all direct and in-direct costs. Asking a manufacturer to pay the retail
labor rate plus administrative time for update programs is duplicative and will lead
to un-necessary costs that will ultimatley drive-up consumer costs.

e Section 45.45.777. By singling out only the certified technician, this section neuters
the ability of the manufacturer to require and/or incent the dealer to hold special
tooling, to hold adequate service vehicles, to perform to high levels of customer
satisfaction standards and to use competitive free-market principals to drive
customer service innovation. Likewise, the requirement for payment of
administration time is excessive in the scenario where the dealer is paid the
published retail labor rate. The dealer’s retail labor rate should include the dealer’s
direct and indirect costs for warranty administration.

e Section 45.45.783. An imbalance exists in this section. This section could
undermine a dealer’s incentive to repair a machine under warranty in a timely
fashion. The dealer profited from the sale of the original machine, then profited
from the sale of a likely trade-in taken on the original sale, was reimbursed at retail
rates for attempts to repair the original machine, yet the manufacturer is compelled
to replace or refund the entire purchase price of the machine to the customer. The
dealer’s market driven incentive to satisfy the customer has been removed and the
manufacturer bears the full responsibility.
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e Section 45.45.783, Section 45.45.784 and Section 45.45.785. These sections may
be appropriate for application to the automobile sector but are unreasonable when
applied to the commercial application of off-road, heavy-duty equipment. The term
“abuse” is a highly subjective term when applied to off-road, heavy-duty
equipment. This section has the potential to eliminate the cooperative, solution
oriented, relationship between consumers, dealers and manufacturers that exists
today. Further, a seven year, straight-line depreciation schedule is not appropriate
to the off-road construction equipment market.

We very much appreciate your consideration and would welcome any opportunity to
participate in development a solution that meets the needs of Alaska dealers and customers
as well as the many manufacturers that support the Alaska off-road equipment marketplace.

Please feel free to call upon us if we may provide input

Sincerely,
Geaiye Whitaker

George Whitaker

State Government Affairs

CNH Industrial America LLC
Racine, W1 53404

Office: 262-636-6004

Email: george..whitaker@cnhind.com

Copy Via email:

Vice-Chair, Representative Shelley Hughes
Representative Jim Colver

Representative Gabrielle LeDoux
Representative Cathy Tilton

Representative Andy Josephson
Representative Sam Kito 11l

Representative Mike Chenault
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