AUTOMOTIVE BODY PARTS ASSOCIATION
o 2900 Wilcrest Drive, Suite 122
Houston, Tx., 77042
(800) 323-5832 (713) 977-5551 Fax (713) §31-9411

Office of the President

February 3, 1993

Mr. Jack Gillis, Executive Director,
_ and Members of the Board of Directors
Certified Automotive Parts Association
- 1518 K Street, N.W.
Washington, D.C. 20005

Gentlemen:

This letter expresses my viewpoint on CAPA's current direction, its need to bring forth a stong
but more equitable syst=m in the ficld and the part that the distributors must play in the entire scenario.
My statements also reflect the fecling of Association’s Executive Committee and the majority of the
members of the ABPA Board of Directors.

As to CAPA's direction: We are not at all pieased at the tarn of events which reportedly places
 CAPA in the forefront of 2 movement to bring about legislat ich wou

_parts in the marketplace as substittes for original equipment. We grant that in an ideal situation, this

ceriainly might seem like an ideal solution, but in the real world, more than 90 percent of the products

which we sell in the collision repair market do not have the CAPA seal. There arc reasons for this,

including (1) Lack of a CAPA application for the necessary repair; (2) Repair is not under the

auspices of an insurance claim because of the age of the vehicle; (3) Repair calls for parts which

A does not certify. If legislation were enacted which mandates CAPA parts, it would serve only

to block our way to the marketplace. CAPA, in essence, would be doing for the OEMs what the

OEMs cannot do for themselves—-namely, to put us out of business. The specter of an ofganization

which we, in essence, founded working against our best interest is reprehensible and calls into

_ _ question our support. Please be advised that we will not sit idly by while you, as 8 representative of

CAPA, advance an agenda with which we cannot agree and which will vitally affect all of our
interests.

As 10 CAPA’s enforcement procedures and set-up in the ficld—both domesticaily and abroad--we

- believe the current system is 100 unwieldy, time-consuming, is filled with inconsistencies and, for

many of the foreign manufacturers, smacks of political faveritism (as reported to us by them). We

> made a suggestion at the November Advisory meeting which we felt had great merit but in your
minutes of that meeting, it was simply glossed over.

You, in effect, Jack, missed the entire essence of the suggestion of a dramatic change in the
program which if implemented, would go a long way in solving the problem of supply. We
sugpested that CAPA dispense with the seals as they are too costly, must be pn.med. inventoried,
accounted for, shipped, applied to product and then must be re-applied at the job by the body shop

_repairman. This all results in costly administrative steps which we belicve are unnecessary. _

if CAPA introduces the concept of a certified factory (which all must be in any event under current
licensing agreements), then every factory so cerified must produce perts which meet the CAPA
certified standards from that point forward. This new requirement would not cover existing
non-CAPA certified parts nor would there be any requirement for the centified factory to bring those
alder parts imto compliance. However, on the new partss being produced once a factory is re-certified
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under this new agreement, nothing ¢lse will do. Failure to comply means not 2 loss of cemnificaton on
a set lot of product, all of which in effect must be pulled in the field, but loss of the entire cerification

statmus by the offending factory.

There may be exceptions to this rule, however, especially whena CAPA certified factory begins
production of a part which is materially different from the OEM part it is intended to replace. Should
this occur, it would be incumbent upon the factory to notify CAPA of such an exception and, because
of only the material difference, petition for a CAPA-Approved rating if warranted (reference point
below).

Under this system, CAPA would no longer have to dispense scals. The factory would, under
agresment, have the right to stamp the CAPA Cerrified Pars logo in its product, much as it presenty
stamps its own company logo. Each company would also be assigned a specific number which would
be a part of the stamped logo.

For this right as exercised by the manufacturer, CAPA would receive a set amount, by contract,
which would approximate a certain percentage of the total gross dollar volume of the CAPA parts sold
by the licensed manufacnoer.

This system has many advantages over the current one: (1) Seals would no longer be a necessity;
(2) CAPA would bring more money imto its sytem as the licensed manufacturer would be abligated 10
pay on all parts now produced even if they were destined for other parss of the world in which CAPA
is not a factor; (3) Cheating would no longer be a factor as there are no fraudulent or misplaced seals
with which to deal and manufacrurers would no longer find it worthwhile w0 play games with the
ordering distributors of, “Do you want the seal or don't you?" on pants which qualify for
certification. :

In essense, we're saying that it's time for CAPA 1o get tough, but to be fair. A manufacturer is
either in the program or he’s out. If he is in and will produce only parts which arc CAPA certified,
regardless of where he intends to eventually market the product, you will have a stronger base of
manufacturing support and more moncy. We, on the other hand, will have more product. Those
manufacturers which will play by the rules will be more than amply rewarded by our distributors
through the resultant orders. Those CAPA-certified and licensed manufacturers will also, in time,
enjoy a tremendous competitive edge over their counterparts who chose to spurn the ncw program.
Because, those who can achieve compliance but choose not to adhere to the new groundrules will be
relegated to dealing with a second level of distributors. And in time, those distributors may even cease
to cngct because they cannot continue to market inferior products, no matter what the price differences
may be. :

There are stll two other subjects which we feel need addressing: (1) CAPA’s approach to
standards and (2) The part the dismibutors play in CAPA.

We are being told that CAPA is taking too provincial an approach 10 its standard setting, especially
as it pertains to plastic products. We are told that if the OEM is of such configuration, then the
- aftermarket part must also be of this configuration. This is especially the case as reported in the
manufacturer of aftermarket fascias, some of which are now being produced 1o exceed the modulus of
the OEMs’, meaning the aftermarket product is, in fact, a betrer product.

When ABPA first addressed the subject of certification in 1986, we did so with the purpose of
bringing forth parts which would be comparable to the OEM parts they would be replacing. We never
felt compelled to write standards which were so stringent that our industry would, in essence, be
producing parts exactly equivalent to the OEM products.
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Erank Schoonover, the first CAPA exec—cven before he was hired for that pasition--advised that
the industry could produce parts which were functionally equivalent to the OEMs without being
exactly alike. Somewhere, that concept has also become skewed. Now, our industry’s manufacturers
are being held to account for parts which, under CAPA current standards, are every bit the equivalent
to the OEMs. While we can understand, from a public relations standpoint, why CAPA would desire
to perpetuate such standards, from a practical standpoint, we believe this is ov ill, Let’s assume that
a good CAPA part which is well made and adheres to all tolerances, construtes 92-95 percent of the

. rota] overall value of the OEM part with which it must compete for sales. It will cost the manufacturer
a ton of money to factor in that 5-8 percent differential in production quality in order to bring the
CAPA part to considered equivalancy of the OEM part.

That extra infusion of capital will make the part unprofitable for the manufacturer o produce and
thus it is self-defeating. It is also self-defeating because the aftermarket part need only be as good as
the part it is replacing and not the OEM part with which it competes. While this may scem & fine
distincton, it is the very basis of the contract which the insurance companies hold with their
policyholders. Insurance companics do not agree to restore a collisioned-vehicle to “original
condition,” only to “pre-accident condition.”

At times, the aftermarket may choose to produce a part which exceeds OEM standards. This, too,
should be allowable under the program’s siandards. Again, we recognize the PR-value in producing
parts which are exactdy cquivalent to the OEM:s, but this still remains an impracticality from the
standpoint of investment and, because we do not know OEM specs., will continue to remain an
uncertainty in the minds of the genera! public. The OEMs will see to that, regardless of what

standards arc met.
- We hsve heard that CAPA wants to expand its threshhold on certified products. That's

understandable. Whar CAPA necds to consider is the implemeniation of a second program in which
? - products are CAPA-Approved. A CAPA-approved product would be differentiated from a CAPA
’ Cenified product in one primary respect; it would be incumbent upon the manufacturer to affirm that

« (_his products met performance standards.

There would only be one requirement and that is, “The manufacturer of the CAPA Approved
product affirms that his product will meet or exceed generally accepted standards of performance for
the product involved and for which it is intended to replace.” In other words, Jack, a radiator

- manufacturer would have to attest that his unit mects the heat dissipation standards for the job for
which it was intended. The same would hold true for a manufacturer of condensors or any other type
of mechanical part which might be involved in a collision and in which the insurance compantes

- and/or body shops have great interest.

Obviousty, CAPA could not be expecied o bring forth more than 2500 specs for aftermarket
radiator applications. Under a new program, it would not have to. It would simply mansfer the
burden of proof to the manufacturer producing the replacement part and the company would bear the
responsibility for meeting performance guidelines.

In effect, Jack, one guidcline can be written 0 €ncoOmpass a full range of performance products and
this type of approach is inherently more practical that attempting to write standards for all of these

different kinds of products.

CAPA would enter an agreement with manufacturers desiring to have products CAPA-Approved
and would receive a commensurate fec (to be decided after careful review and evaluation of the

marketplace) for this type of consideraton.

Finally, as for our distributors, we are receiving complaints in our main office that CAPA. in its
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letters to our members, takes an imperial view of its ownl value and worth. In other words, we receive
complains that you are talking down 1o our members and that your demands arc none-to0o0-subtle.

Jack, take this for what it is worth, but you are dealing with independent businessmen, many of
whom made a good living before CAPA even existed. If you desire 10 enlist their continued support,
you should talk to them as you would talk to a member of your board--courteously, judiciously and
with as much tact as you can m _ Some of our members tell us theymwiﬂninawhispaoftclﬁng

10 where to take CAPA. You need the support of these dismibutars and ] would strongly suggest

you
thaza.llcorrcspom:ncctothcirplacs of business be written with that thought in mind.
We also receive complaints about the distributors listing in the CAPA Directory. For instance, the

last quarterly Directory (January, 1993) carried the names of distributors which are no longer in
business. ‘There was 8ls0 unnecessary duplicagion of distributor names under state headings. Wrote
one of my major members, “Perhaps CAPA should investigate its approved suppliers with the same

enthusiasm as it does the mamyacturers?”

Now, Gentiemen, 1 know that we have given you a lot upon which to chew, but this does
represent the current feelings of our Board members toward the CAPA program. I trust you will
understand our concern because 8s an organization, we have always supported the concept of
certificarion and the one primary program which has grown to greatly 1mpact our industry from the
efforts of all so many people. Now, however, we feel it is time to S©€p back and take a critical look at
those arcas of the CAPA program which we think need to be improved—-fixed, as it were. Therefore,
we are asking that you address the above points as soon as practical. We thank you.

FOR THE MEMBERSHIF:

Aot

President, ABPA
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