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02/ 14/ 03 0214 (H TRA, L&C
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04/ 24/ 03 1108 (H FI N REFERRAL ADDED AFTER L&C
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W TNESS REG STER

REPRESENTATI VE BOB LYNN

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  As sponsor of HB 40, highlighted the nerits
of the bill and urged the nenbers to pass it fromcommttee.

KERRY HENNI NGS, Driver Licensing Manager

D vision of Mtor Vehicles

Department of Adm nistration

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 40 and answered
guestions fromthe nenbers.

REPRESENTATI VE CHERYLL HEI NZE

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: As sponsor of HB 99, she explained the
purpose of the bill and answered questions fromthe nenbers.

JOHN CONLEY, Omner
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NAPA Auto Parts;

Presi dent, Sout heast Conference

Ket chi kan, Al aska

POSI TI ON  STATEMENT: Testified in opposition to HB 99 and
answer ed questions fromthe nenbers.

M CHAEL LESSMEI ER, Attorney at Law

Lessneier & Wnters

Lobbyi st for State Farm I nsurance Conpany

Juneau, Al aska

PCSI TI ON STATEMENT: Testified on behalf of State Farm | nsurance
Conpany in opposition to HB 99.

JOHN GEORCGE, Lobbyi st

for National Association of |Independent |Insurers

Juneau, Al aska

POSI TI ON  STATEMENT: Testified on behalf of the Nationa
Associ ation of I ndependent Insurers in opposition to HB 99.

SANDY BASS- CORS, Executive Director

Coalition for Auto Repair Equality

(Address not provided)

POSI TI ON STATEMENT: Testified in opposition to HB 99.

El LEEN SOTTI LE, Director

Gover nnment Rel ati ons

Keyst one Autonotive Industries, Inc.;

Co-Chair, Legislative and Regulatory Committee

Aut onotive Body Parts Associ ation (ABPA)

Medl ey, Florida

POSI TI ON  STATEMENT: Testified in opposition to HB 99 and
answered questions fromthe nenbers.

JACK G LLI'S, Executive Director

Certified Autonotive Parts Association (CAPA);

Director, Public Affairs, Consuner Federation of America;
Aut hor, The Car Book

(Address not provided)

POSI TI ON  STATEMENT: Testified in opposition to HB 99 and
answered questions fromthe nenbers.

ACTI ON NARRATI VE

TAPE 03-18, SIDE A
Nunmber 0001
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CO CHAIR BEVERLY MASEK call ed the House Transportation Standing
Commttee neeting to order at 2:05 p.m Present at the call to
order were Representatives WMsek, Holm Fate, and Kohring.
Representatives Ogg and Kookesh arrived while the neeting was in
pr ogr ess.

HB 40 - REQUI REMENTS FOR DRI VER S LI CENSE

CO CHAI R MASEK announced that the first order of business would
be HOUSE BILL NO 40, "An Act relating to issuance of a driver's
license.” She rem nded the nenbers that the comrittee has heard
this bill before and that a proposed committee substitute (CS)
has been prepared.

Nunmber 0089

REPRESENTATI VE FATE noved to adopt the proposed CS, Version 23-
LS0262\H, Ford, 4/16/03, as a work draft. There being no
obj ection, Version H was before the conmttee.

Number 0135

REPRESENTATI VE BOB LYNN, Al aska State Legislature, as sponsor of
HB 40, highlighted the nerits of the bill. He reiterated
corments nade at an earlier hearing by saying that HB 40 is an
inportant piece of legislation to protect honeland security,
guard against identity theft and voter fraud, and ensure | egal
accountability. Representative Lynn said he believes this is a
good bill and asked the nenbers for favorable consideration to
pass the bill out of commttee.

CO CHAIR MASEK asked if nenbers have questions with respect to
the new proposed CS the comrittee has before them She al so
noted for the record that Representative Ogg has joined the
meet i ng.

Nunber 0212

KERRY HENNI NGS, Driver License Mnager, Dvision of Mtor
Vehi cl es, Departnment of Admnistration, testified in support of
HB 40 and offered to answer questions fromthe nenbers.

REPRESENTATI VE FATE asked Ms. Hennings if the D vision of Mbtor
Vehi cl es has any problemw th the bill

M5. HENNINGS told the commttee that the D vision of Mtor
Vehicles supports this bill and as a policy is «currently
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adm nistering the driver's licenses program in keeping with the
| egi sl ati on. She explained that about 30 states currently have
this kind of legislation in place, and there is the hope that
nore states will adopt this policy as a security neasure prior
to the policy' s being mandated by the federal governnent.

REPRESENTATI VE OGG asked if an individual in the United States
and who is seeking political asylum would be allowed to get a
driver's license.

M5. HENNINGS replied that while she is not an expert in that
area, her experience working with ICE [Bureau of Inmm gration and
Custons  Enforcenent], formerly the INS [Ilmmgration and
Naturalization Service], has shown that a person in these
circunstances would be able obtain the proper docunentation
necessary to get a driver's license in Al aska.

CO CHAIR MASEK commented that Representative (Ogg's question is
addressed in the proposed committee substitute on page 2, lines
17-19.

Nunmber 0398

REPRESENTATI VE FATE noved to report CSHB 40, Version 23-
LS0262\H, Ford, 4/16/03, out of conmttee wth individual
recommendations and the acconpanying zero fiscal notes. There
being no objection, CSHB 40(TRA) was reported out of the House
Transportation Standing Commttee.

HB 99 - | NSURANCE FOR MOTOR VEH CLE REPAI RS

Nunber 0462

CO- CHAI R MASEK announced that the next order of business would
be HOUSE BILL NO 99, "An Act relating to insurance for and work
on certain notor vehicle repairs; and providing for an effective
date."

Number 0455

REPRESENTATI VE CHERYLL HEINZE, Al aska State Legislature, as
sponsor of HB 99, explained the purpose of the bill and answered
gquestions from the nenbers. She explained that HB 99 has two

central provisions. The first is that it requires an insurance
conpany to provide a warranty for "aftermarket" crash parts when
provi di ng autonobile insurance. The second part of the bil

prohibits a notor vehicle repair facility from wusing an
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"aftermarket"” crash part on a vehicle that is l|less than four
years old wunless it is wth the <consent of the owner
Representative Heinze reiterated that consent under this bil
woul d state that consuners should have the right to use crash
parts in their cars. Currently, owners do not have to be
notified if [crash parts] are used in repairing their cars.

The conmittee took an at-ease from2:15 p.m to 2:18 p. m

CO CHAIR MASEK announced for the record that Representative
Kookesh has joined the neeting.

Number 0562

JOHN CONLEY, Omer, NAPA Auto Parts; President, Southeast
Conference, testified in opposition to HB 99, noting that he
owns two NAPA Auto Parts stores. He told the conmttee that the
Sout heast Conference is a regional econom ¢ devel opnent
or gani zati on. He said he spent nine years serving on the |oca
borough assenbly and two years as vice-mayor. M. Conley stated

that this bill directly affects his business and livelihood. He
said he is opposed to HB 99 because he believes there are
serious defects in the bill. M. Conley offered sone background

information about this kind of |egislation, saying that severa
states have attenpted to pass simlar legislation, but have
failed.

MR, CONLEY read from a witten response to the sponsor's
statenent on HB 99, which he passed out to nenbers. It read as
foll ows [ Some punctuation and formatting changed]:

"There are nmany types of replacenent parts used to
repair collision danage to a notor vehicle. 'Oiginal
equi pnent manufacturer' (OEM parts are devel oped by
the original manufacturer of the notor vehicle, and
are designed to neet particular fit, finish, function

and corrosion resistance specifications. Non- OEM
(also called '"aftermarket') crash parts are reverse
engineered to replicate the original. Wile some non-

CEM (aftermarket) parts are a conparable |ow cost
alternative to the CEM parts nmanufactured and
di stributed by t he vehicle's manuf act ur er
prof essionals have found others to be inferior to OEM
parts in terms of fit, finish, and quality."

Not true - many aftermarket parts exceed COEM
specifications; the aftermarket inproves poor designs
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and offers lifetime warranties. In many situations
the aftermarket and the OEM s part are supplied by the
same manufacture. The aftermarket serves the custoner
and creates a conpetitive marketplace. This bil
clearly attenpts to create a nonopoly for the CEMs in
the case of collision repair.

"The use of non-CEM parts in the repair of a new
vehicle can affect the vehicle's resale value, the
manuf acturer's warranty, and the vehicle's safety.”

This is an unproven statenent; nmany OCEM deal ership

regularly purchase and install afternmarket parts. My
conpany does a | ot of business with both a GV and Ford
deal er. NAPA parts give them the ability to offer
their custoners Ilifetime guarantees on sone repair
jobs, a feature not available with the use of OCEM
parts. | have spoken with service managers that speak
of the poor quality of sone of the OEM parts that they
must use for warranty repairs. They install NAPA

parts on out-of-warranty repairs because of our
i nproved designs and better warranty.

"I am concerned that many Al askans are not aware of
the wuse of aftermarket parts in their vehicles'
repair, or the effect the use of non-OEM parts can
have on their vehicle."

This statenment inplies that aftermarket parts are

danger ous. The aftermarket has repeatedly inproved
poor OEM desi gns. W offer better warranties, and in
the 24 years | have been in the parts business, NAPA
has not had to recall any vehicles that our parts have
been installed on. Can the CEMS nake the sane
st at ement ? Qur goal is to be the best supplier of
autonotive repair parts to our customers. W don't
need the Al aska State Legislature to pass |laws that
give us an wunfair advantage. W believe in the

quality of our products and support the Anmerican
tradition of the consuner voting with their pocket
books.

Nunber 0664

MR. CONLEY said that there is a section in the bill [page 2,
| ines 27-29], that reads:
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(e) In this section, "aftermarket crash part" neans a
notor vehicle replacenent part that is not supplied by
or manufactured at the direction of the original
equi pnrent manufacturer and that is generally installed
as a result of a crash or collision.

MR. CONLEY warned that the nenbers will be told that conpanies
will be using inported sheet netal parts made in Taiwan or the
Far East. He pointed out that the amazing thing is that the
United States inports cars that are made in the Far East and
people love them but if autonobile parts are inported, they are
viewed as [inferior]. He said that these parts are not sheet
netal; they are light bulbs, screws, fasteners, or paint. M.
Conley told the nenbers that for many of the parts that would be
affected by this legislation, his conmpany sells and offers a
lifetime guarantee on the parts. He explained that many of the
parts that would be prohibited under this bill are nmanufactured
for his conpany by the sanme manufacturers that produced the part
for the [original conpany that manufactured the vehicles].

MR. CONLEY said that this bill would elimnate conpetition from
the marketplace and drive up the cost of vehicle repair. He
told the commttee passing this |legislation would nean that they
would be giving the big car manufacturers a huge nonopoly for
four years, and insurance costs would go up. M. Conley pointed
out that the big car deal erships do not have facilities in every

comunity in Al aska. He said his car has been around a whole
| ot longer than the car deal erships have. He added that the
autonotive aftermarket [industry] takes care of rural Al aska and
does a fine job. There are auto parts in virtually every
community in the state of Alaska, and the autonotive industry
has been serving Al aska for years. He said he believes that

this legislation would be a great disservice to the people of
Al aska and that it creates a nonopoly for the original equipnent
manuf acturers (OEMs).

MR. CONLEY explained that when simlar | egi slation was
introduced at the federal level, there was a determ nation that
it violated the "Magnuson-Mss Warranty Act” [Magnuson-Mss
Warranty - Federal Trade Commi ssion |Inprovenent Act]. He
provided the nenbers with a copy of an interpretation of the
Magnuson- Mbss Warranty Act. M. Conley said this federal |aw
will basically prohibit certain sections of this bill from being
i npl enent ed. He said that he hopes the committee does not pass
this bill fromcommttee.

Number 0833
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CO CHAI R MASEK asked M. Conley how he feels about the |anguage
in Section 1 that requires insurance conpanies to provide
warranties for aftermarket parts used to repair a vehicle,
regardl ess of the age of the vehicle.

MR. CONLEY responded that he is a businessman and businesses
fail if they do not provide warranties. He told the conmttee
that he spoke with several body shops before comng to Juneau to
testify and found that reputable businesses provide warranties.
M. Conley explained that the free narketplace does not allow a
business to survive if it does not provide warranties. It would
not take long for the public and insurance conpanies to see that
the conpany does shoddy work and would not do business wth
t hem Requiring the insurance conpany to provide a warranty
clearly violates the Magnuson-Mbss Warranty Act.

MR. CONLEY said the warranty is already in place and he does not
see governnment doing this to other businesses. For exanple, it
would be like passing a |law that says that if a person buys a
pair of shoes, the seller of the shoes will warrant under all
conditions that the shoes will last three years. He expl ai ned
that people take care of their belongings in different ways and
that determning two years down the road what caused sonething
to wear out would be very difficult. He summarized that
reput abl e conpanies stay in business because they provide those
warranties and that is why they are successful.

COCHAIR HOLM comented that one statenment that has Dbeen
di scussed is the safety factor of aftermarket parts. He asked
if there is any enpirical data that shows that [aftermarket
parts have safety issues].

MR. CONLEY responded that the conpany he recently purchased,
where he has worked for 24 years, has never had a recall for
safety reasons for any part that has been installed on a
vehi cl e. He commented that he heard the statenent which was
made about a safety factor, but there is no data that
substantiates the claim There is a GAO [Ceneral Accounting
Ofice] report that was provided to Congress, but there are no
docunent ed cases. He said he can think of many nore Ford and
General Mdtors recalls that affect safety than anything about
the aftermarket [parts] sales.

CO CHAI R HOLM t hanked M. Conl ey. He said he wanted this fact
on the record because he has never seen anything with respect to
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safety [issues on aftermarket parts], and it is disturbing to
hear the allegations if there is no [data] to back it up.

MR. CONLEY replied that he is very disturbed too. He said that
his conpany is a contributing part of the community and at one
time he enployed 32 people. The econony is kind of tough in
Sout heast right now, so he has sold a couple of stores. M.
Conl ey expressed his belief that this legislation inplies that
the autonotive aftermarket is a kind of shady, back-street
operation, and that is not true. It is a multibillion-dollar
contributor to the transportation econony of this country, he
sai d.

Number 1055

REPRESENTATI VE OGG referred to Section 1, lines 9-11, where it
says, "Before issuing or renewing a personal aut onobi | e
i nsurance policy, the insurer shall provide the applicant or
insured witten notice of the warranty available wunder this

subsection.” He asked M. Conley what that requires.

MR. CONLEY responded that what this nmeans to him is that the
i nsurance conmpany wll either raise rates or quit witing
i nsurance in Al aska. He said he thinks the sponsor could
probably explain the mechanics of it; however, it is inportant
to note that this part of the bill violates federal |aw M.
Conl ey asked, if an autonobile is repaired and someone goes out
and damages the vehicle, whose responsibility it is. He said
that if a wvehicle is still wunder the original equipnent
manuf acturer's warranty, it is still under warranty. If, for
exanple, GM has a parts recall, but the owner does not go in and
have it repaired, a warranty still exists until the warranty
expires, and then there is no warranty. M. Conley said that
NAPA sells parts that have lifetine warranties. The car
manuf acturers will give a custoner a three-year warranty, and
this bill will give [car manufacturers] a four-year nonopoly.

REPRESENTATI VE OGG asked why the warranty would be transferred
fromthe manufacturers to the insurance conpanies.

MR. CONLEY agreed that he does not understand why this would be
done.

REPRESENTATI VE FATE said he would like to hear from anyone who

can address the |language in the bill where it says [page 1, line
6-8], "An insurer ... shall provide the insured a warranty for
parts.” He asked if insurance conpani es who issue insurance
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policies have contributed to the witing of this bill, and
whether they agree with the |anguage where they assune the
responsibility of providing a warranty on parts.

Number 1252

M CHAEL LESSMEIER, Attorney at Law, Lessneier & Wnters,
Lobbyist for State Farm |Insurance Conpany ("State Farnt),
testified on behalf of State Farm in opposition to HB 99. He
told the nenbers that State Farm did not have a part in drafting
this legislation. M. Lessneier explained that this |egislation
was before the legislature last year; State Farm opposed it

then, and they oppose it now. He spoke to the issue of
aftermarket parts and explained that they are not using themin
Al aska now. In fact, he said he does not believe [State Farm
uses them anywhere because of a lawsuit in the state of
[l1inois. M. Lessneier said that when State Farm used them
they provided warrantees for them If the conpany is able to
use themagain, they will stand behind them and warrant them

REPRESENTATI VE FATE thanked him for confirmng that State Farm
had no part in drafting this |egislation.

MR. CONLEY asked the nenbers to use conmbn sense with this bill.
He said he believes that there is no problem that this bill

sol ves. M. Conley expressed the belief that [Section 2,
Subsection (e)] is radical because the debate has been focused
on sheet netal, but this section changes that to "any part”

involved in a crash. For exanple, if soneone is in a "fender-
bender” and the dollar |ight bulb goes out, the body shop has to
get a hold of the consuner to get consent to use a light bulb
that is purchase by the body shop and that is nade by the sane
conpany that provided that sanme light bulb to the original
equi pnent  manuf act urer. He said that seens to elimnate
conpetition in the marketplace, and it is conpetition that keeps
t hi ngs affordabl e. M. Conley told the nenbers he believes if

this bill were to pass, there would be no way the original
equi pnent manufacturers would not seize the opportunity to raise
pri ces. There would be no conpelling reason for them not to,

because it is a nonopolistic opportunity for them he said.
Nunber 1390

JOHN GEORGE, Lobbyist for National Association of |ndependent
I nsurers, testified in opposition to HB 99. He told the

commttee the National Association of I|ndependent Insurers is an
i ndependent trade association made up of 700 insurance
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conpani es. About 100 of those are registered to wite insurance
in the state of Al aska, and they provide about 60 percent of all
the auto and honeowner's insurance in the state. M. GCeorge
said the association opposes this legislation for a nunber of
reasons. He told the commttee when he was the director of the
D vision of Insurance 15 years ago, the conplaint from consuners
was always that insurance costs too nuch. M. GCeorge pointed
out that there are many things that are being done that raise
the price of insurance, and not a lot to contain the cost.
Mandating the use of original parts, whi ch  cost nor e,

contributes to higher costs of insurance, he said. M. George
coormented that in another bill wth respect to insurance and
credit scoring, Hawaii kept being throwmm up as a state to
enul at e. When State Farm started |ooking at Hawaii, it found

that [Hawaii] actually nmandates the use of aftermarket parts.
In [Hawaii's] case, if an individual wants to use the original
part, then the individual nust pay the difference. This policy
has been inplenmented as a cost-control neasure.

MR. GEORCGE shared a personal experience that he had with his
wife's car, which is a Toyota Canry, all-track and all-wheel
drive. He said Toyota did not nake a lot of these cars, so the
aftermarket parts for it are not nade for the specific four-
wheel -drive [nodel]. He told the nenbers he wanted to buy parts
from aftermarket places, [but the manufacturers do not nake
them, so they had to go to Toyot a. The cost was $350 because

they are the only ones who nake [the parts]. M. Ceorge
commented that this is a good exanple of why it is inportant to
support aftermarket parts where appropriate. He clarified his

cooments by saying that it is not that he believes using
original parts is inappropriate, but that the conpetition wll
keep parts reasonably priced.

CO- CHAIR HOLM acknow edged that Carl Krag, from Toyota WMbtor
Sal es USA, was avail able for questions.

Nunmber 1590

SANDY BASS- CORS, Executive Director, Coalition for Auto Repair
Equality, testified in opposition to HB 99. She told the
commttee that the coalition is a national organization that
represents aftermarket conpanies throughout Al aska. She said
the coalition represents conpanies in Alaska such as NAPA
M das, CAR QUEST, Jiffy Lube, and Schucks. Ms. Bass-Cors said
the coalition believes that this bill discrimnates against |ow
and fixed-income notorists by steering them into purchasing
i dentical, but higher priced, car dealer parts, which would then
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require notorists to pay higher insurance prem umns. Ms. Bass-
Cors went on to say she believes this bill also hurts jobs in
the independent repair industry because wthout the business,
there is no profit and people are laid off.

M5. BASS- CORS commented that HB 99 does violate the federal |aw
known as the Magnuson-Mss Warranty Act. She told the nenbers
that the aftermarket parts are manufactured by the sane
conpanies that nmanufacture car dealer parts, so the parts
al ready neet, and often exceed, the original equi pnent
manuf acturer parts for fit, finish, and quality.

M5. BASS-CORS pointed out that aftermarket parts cone wth
extended or lifetine warranties, and the autonotive aftermarket
[industry] has an 80 percent narket share, which is a repeat
business that shows that people cone back to the conpanies
because they receive quality products. She said that the reason
car deal erships pronpte this legislation across the country is
that aftermarket parts do cost up to 50 percent less than car
deal er parts. She pointed out that the car dealers' interest is
not in the quality of parts provided, but in the profit margin
that is made in higher markups which further hurt |owincone
notori sts. Ms. Bass-Cors told the nmenbers that it is true that
sonme of the parts are nmade in Taiwan, but that is true of the
original parts as well.

VB. BASS-CORS told the nmenbers that in 1991 the car

manuf acturers introduced a bill in Congress called the "Design
| nnovation, and Technology Act,” which would have given a 10-
year nonopoly on all parts. That bill was killed in conmttee.
She said that because that battle was lost in Congress, the car
manuf acturers have turned to the states. She said [car
manuf acturers] believe they will have easier access picking off

the states one by one, but have not had success in doing that.

M5. BASS- CORS concluded her testinony by telling the commttee
that a recent congressional study was done by the GAO [ CGeneral
Accounting O fice] which found that there were so few probl ens
that exist with aftermarket parts that no further action was
necessary. She offered to send a copy of this report to any
| egi slator who would like to review it. Ms. Bass-Cors said the
Coalition for Auto Repair Equality believes that anything that
is required of the aftermarket [industry] should also be
requi red of the manufacturers.

Nunber 1762
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EI LEEN  SOTTI LE, Director, Gover nnent Rel ati ons, Keyst one
Autonotive Industries, Inc. ("Keystone"); Co-Chair, Legislative
and Regulatory Commttee, Autonotive Body Parts Association
(ABPA), testified in opposition to HB 99. She provided a brief
hi story of Keystone by telling the nenbers that Keystone has
been in business for 50 years, services 25,000 collision repairs
across the country, has over 3,200 enployees, and is the | argest
distributor of crash auto parts in Alaska. She told the nenbers
that the conpany that she works for sells parts for the "skin"
of the vehicle or the hood, fenders, panels, sheet netal, et
cetera.

M5. SOITILE told the nenbers that the ABPA has 210 conpetitor

menbers and she is speaking in opposition to this bill on their
behal f. She said she has read the sponsor statenent and there
is a serious violation of the Magnuson-Moss Warranty Act in this
bill. She pointed out that when a part is replaced there no
longer is a warranty on the original part because it has been
renoved; however, Keystone wll provide a warranty on the
aftermarket [part]. She told the comittee the standard
warranty for the aftermarket part for Keystone Autonotive
I ndustries is a lifetine warranty. So consuners are better

protected by having a Keystone part on their cars because they
have a lifetine warranty. Keyst one provides quality parts with
af fordable prices, which is great consuner benefit in terns of
the safety issue.

M5. SOITILE asked if it would be appropriate to show a video
that she provided to the commttee at this tine.

COCHAIR MASEK replied that the commttee does not have the
equi pnent avail able to show the video at this tine.

M5. SOITILE referred the nenbers to a study in their packets
that was done by the Insurance Institute for H ghway Safety

which illustrates the results of crash tests [between original
parts and afternmarket parts]. The test that conpares the
results of a crash to a hood and the results of the damage to
both vehicles was sonewhat exact. Bot h [hoods] passed all the

standards for highway safety, and the institute concluded that
aftermarket parts had no inpact on safety and that the
aftermarket parts performed well. Thatcham in the United
Ki ngdom has al so done a crash test on hoods, and it cane to the
sanme concl usi on.

Nunber 1918
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M5. SOITILE told the nenbers that Keystone is the |argest
distributor of aftermarket parts in the United States and has
never received a report of injury as a result of the use of its
parts. She said she nentioned this fact wth respect to
corments nade earlier about safety concerns. The Nationa
Hi ghway Safety Admnistration has repeatedly stated that
cosnetic non-structural auto parts have no safety ramfications.
Ms. Sottile comented that many of their manufacturers also
supply parts to the car conpanies. Sone of these conpanies are
Ford, Toyota, I|suzu, and Mtsubishi. She explained that the car
conpanies currently hold approximtely 79 percent of the market
share of crash parts. This bill would essentially guarantee a
nonopoly for the car conpanies. She said Keystone's parts
typically cost 20 percent to 50 percent |ess than what the car
conpani es are charging. Ms. Sottile said [these |ower prices]
hel p to keep car prices down.

MS. SOTTILE shared a conparison of parts prices for a N ssan
pi ckup truck, 1989 through 1997. The conpany price is $192.10,
the Keystone price is $94.00, and the difference is $98.00,
which is a 50 percent savings. She said another exanple is the
Ford Taurus headlight assenbly for 1986 through 1971: the car
conpany's price is $170.15, the Keystone price is $94.00, and
the difference is $82.33, or a 44 percent savings. This savings
hel ps to contain clainms costs and assist consuners in being able
to afford to have their repairs done.

MS. SOTTILE sunmari zed her comrents by saying that car conpanies
have consistently attacked the [auto parts industry] in
propaganda put out in magazi nes and by other neans. She read an
advertisenment that was put out by N ssan which tal ks about how
to "install a genuine Nissan in your custoner's head." It
coaches consuners to ask for an original Ni ssan part by calling
their insurance conpani es and demandi ng genui ne N ssan parts.

REPRESENTATI VE FATE asked if the original nanufacturers have
agreenents with the aftermarket mnmanufacturers or if there are
pat ent acconmodati ons for these parts.

M5. SOTTILE replied that the parts are reverse-engi neered and
there are no patents on the parts, just as it is not possible to
patent a pencil or a pen. Many of the parts are nanufactured in
the sane plants where the original part was manufactured. Most
of these conmpanies are registered at this tine. She expl ai ned
that these are the standards the car conpani es created.
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REPRESENTATI VE FATE responded that he does not question the
quality of the part, but wondered if there has ever been
litigation with respect to these activities. He asked if it is
possible for an individual to be drawn into litigation by
installing one of these parts on his/her car.

M5. SOITILE assured Representative Fate that the auto parts
industry is a generic industry and this practice is wdely
accepted, just as supermarket products conpete with a well-known
brand- nanme product and offer it for a lower price. She pointed
out that the practice of encouraging custonmers to buy parts from
the original mnufacturer is often done by inplying that the
aftermarket part is of inferior or unsafe quality. This is done
by requiring a sign-off for installing an aftermarket part,
while not requiring it for the original car conpany. Ms.
Sottile explained that there is no economc incentive to use
aftermarket parts because 87 percent of the parts are paid for
by i nsurance conpani es.

Nunber 2240

JACK G LLIS Executive Director, Certified Autonotive Parts
Associ ati on ( CAPA) ; Director, Public Affairs, Consuner
Federation of Anerica;, and Author, The Car Book, testified in
opposition to HB 99 and answered questions fromthe nenbers. He
told the menbers that CAPA is a nonprofit organization that
certifies the quality of parts used for auto body repairs. He
reiterated that the association does not nake, narket, or sell
parts; it only establishes standards for conpetitive non-car-
conpany parts to ensure their functional equivalency to the very
expensi ve car-conpany parts. M. Gllis said he is a consuner
advocate who has worked over 13 years on this programto protect
consuners from both poor quality and the ravages of the car-
conpany nonopoly on aftermarket parts.

MR. QG LLIS asked the nenbers to give consumers true choice in
the marketpl ace and protect them from one of the biggest secret
nonopolies in Anerica, and protect them from poor quality. He
expl ai ned that 80 percent of the car replacenent parts that the
nmenbers have heard about are only available from one source and
that is the car conpanies. They mark up their replacenent parts
by as nmuch as 800 percent. Car conpanies spend mllions of
dollars to discredit aftermarket parts and scare consuners, co-
opt body shops, and coerce state |egislatures and regulatory
agencies in attenpts to protect their nonopoly in a thinly
veiled attenpt to restrict aftermarket parts. M. Gllis told
the nenbers that this bill is a classic car-conpany bill and
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perpetuates that nmonopoly by discrimnating against t he
aftermarket parts that Al askans desperately need. He said what

he finds particularly disturbing about this bill is that
Al askans need nore choices, and nore conpetition; things cost
too nuch already. He explained that this bill wll only drive

up the cost of crash repair.

MR G LLIS explained that as part of the CAPA certification
process there is a conprehensive vehicle test, which every CAPA
part rnmust go through before it can be certified as a quality

part. O the 1,900 car-company parts that have been tested,
about 50 percent of them did not neet CAPA standards for fit,
finish, and appearance. He said he would be happy to provide

the commttee with the details of the study.

MR. G LLIS comented on the safety issue by telling the nenbers
that he has been fighting for safer cars for 25 years. Sone of
the issues he has worked on include air bags, anti-lock brakes,
better crash protection, and rollover protection. M. Gllis
said ironically sonme of the organizations that he has been
fighting hardest against to inprove the safety of cars have been
the car conpanies. He sunmarized that the parts that have been
di scussed today do not necessarily have serious safety
reconmendat i ons.

CO CHAIR MASEK informed M. Gllis that the commttee is running
short of tinme, and has a copy of his witten testinony. She
asked if he has sonmething to share with the nmenbers that is not
included in it.

TAPE 03-18, SIDE B
Number 2380

MR. G LLIS summari zed his comments by strongly recomendi ng that
the conmmttee oppose the bill because it wll only further
protect the nonopoly that is already costing Al askans too nuch.

CO CHAIR MASEK announced that HB 99 wll cone before the
commttee again at another tine, and she encouraged M. Gllis
to testify again, should he have anything to add.

MR. LESSMEI ER said that he thinks back 20 years ago when the
commttee was dealing wth the issue of mandatory auto
i nsur ance. He explained that at that tine State Farm | nsurance
Conpany opposed that |egislation because of the cost. He
pointed out that this bill deals with cost and said everyone can
agree that the higher the cost of insurance, the nore difficult
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it is for everyone to afford it. The situation is such that an
i ndi vidual cannot buy a car wthout insurance, or buy a hone
wi t hout honeowner's insurance, and that is the issue that is
directly presented by this bill.

MR. LESSMEIER told the nenbers that State Farm has been | osing
noney in Alaska in the auto insurance market for the last four
or five years. For exanple, the average paid cost for property
damage for 1998 was $2,093; for the year 2002 the cost had risen
to $2, 700. M. Lessneier said the question is how it can be
stopped. He said at the nonent the auto repair industry is not
using aftermarket parts in Alaska or anywhere else, and this
| egislation would prevent their wuse in the future. It is
inportant to note that it is not a safety issue. M. Lessneier
told the nenbers that they could go through the |egal cases and
find case after case after case against the autonobile
manuf acturers that deal wth safety issues. He said if the
menbers | ook at the Alaska Bar Association's publication that
listed the top ten verdicts in the country, three of them were
agai nst aut onobi |l e manufacturers: two against General Mdtors and

one against Ford. M. Lessneier said he is not aware of any
cases that deal with safety issues or injuries that deal wth
aftermarket parts conpanies. He said it is inportant to

understand that this is not a safety issue.

Nunber 2229

CO CHAIR MASEK explained that many of the nenbers of the
commttee nmust |eave for other neetings, so testinony wll end.
She asked anyone who would like to give further testinony to

attend the next neeting on HB 99. [HB 99 was held over.]
ADJ QURNVENT
There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 3:00
p. m
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