Automotive Aftermarket News:
Pros and Cons of Cash for Clunkers

“Cash for Clunkers” has caused quite a stir in the industry this year. President Obama recently signed the

military funding bill that included the $1-billion Cash for Clunkers legislation.

The program, known as the Car Allowance Rebate System (CARS), will offer motorists the opportunity to
trade in their vehicles for a credit worth up to $4,500 to help them purchase a more environmentally
friendly and fuel-efficient model. But some in the aftermarket question the rationale behind the early

retirement of vehicles and the long-term ramifications this will have on the marketplace.
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The legislation, also referred to as “fleet modernization,” would scrap the older car, rendering it obsolete.
The program would run for four years with the intention of removing 1 million vehicles each year from the

car parc, with an expectation of saving 40,000 to 80,000 barrels of transportation fuel per day.

Each side of this hot legislative issue has valid concerns over this bill. Here are the points foremost on the

minds of those involved:

Cash-for Clunkers PROs:

) Clean air, conservation — The aim of
legislative efforts is to pull the less fuel-
efficient vehicles from the driving o\ H ) \
population and replace them with cars that A’r“ C’_t I‘:‘éﬁ F
are more fuel-efficient and have lower o I]]Il
emissions.

. Help the automakers — New car sales
are at an all-time low, so proponents,
particularly new car manufacturers and
dealerships, say this legislation can help
jumpstart the new-car industry, along with
dealership repair channels, which have
taken a massive hit lately.

. Help the economy — These same

proponents also say this measure could ==X ]
retain and build much-needed stateside
jobs.
. Buy American — At least one of the proposals stipulates the purchase of new
domestic vehicles, but opponents have questioned the legality and the global backlash

that could result.
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Cash-for-Clunkers CONs:

. Aftermarket damage — Retiring vehicles before their time will immediately pull cars
from the aftermarket supply chain, say opponents of legislation. Additionally, this
would have a long-term effect on newer vehicles that are set to reach the aftermarket
“sweet spot” in a few years.

. Increased repair costs — Taking workable aftermarket auto parts out of service
could very well increase demand for these parts, driving up independent repair costs.

o Not enough of a stimulus — The proposed vouchers would not be enough to prompt new
car sales with consumers, that some say would need it most; low-income drivers, many of
whom are uncertain of mortgage payments, let alone new car payments.

. Difficult enforcement — There are many unanswered questions with “Cash-for-Clunkers”
legislation, namely, how would the dealers be reimbursed? And would they be reimbursed by
the government in a timely manner? Some support the idea of a federal inspection program

instead of “Clunker” legislation.

Automotive Aftermarket News: Cash-for-Clunkers - Timeline

With any bill introduced, there will be a side for the legislation and one against the legislation. Here is a
timeline of events, backing, and controversy since the legislation named Cash-for-Clunkers was

introduced.

January 14, 2009 - U.S. Senators Dianne Feinstein (D-Calif.), Susan Collins (R-Maine), and Charles
Schumer (D-N.Y.) introduced the “Cash-for-Clunkers” program. This proposed legislation would provide
incentives to owners of older, gas guzzling vehicles and replace them with more fuel-efficient
automobiles. The legislation also calls for a decline in the amount fuel that Americans consume. Read

the full text here.

March 17, 2009 - Rep. Betty Sutton introduced H.R. 1550, the second of two Cash-for-Clunkers bills

being considered by the U.S. Senate and House of Representatives. The bill similar to the initial Cash-

for-Clunkers bill provides additional provisions to the legislation. Read the entire text.

April 8, 2009 — BB&T Capital Markets said the Cash-for-Clunkers bill would not negatively impact
aftermarket parts or sales. The bill was predicted by some aftermarket specialists to have a negative
impact on aftermarket business given that some older model cars would eventually become obsolete.

Read entire article.
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April 15, 2009 — Difference of opinion about the Cash-for-Clunkers bill is starting to circulate around
the automotive industry. Will the bill help out the struggling auto industry? Will a rebate to buy new,
more fuel-efficient cars get consumers to the dealership? One thing is certain, with the passage of such
a bill, the economy could be stimulated and vehicle emissions could be on the decline. Some industry

leaders remain skeptical and think that more questions should be addressed before approval.

April 29, 2009 — The Automotive Aftermarket Industry Association (AAIA) challenged certain motives
for the pending Cash-for-Clunkers legislation. The AAIA said the bill would take away valuable

aftermarket parts and cause the price of repairs to significantly rise. Read more here.

April 29, 2009 — The Specialty Equipment Market Association (SEMA) supports the efforts made by the
Obama Administration to help stimulate America’s auto industry. However, SEMA opposes limiting the
vouchers to select owners who have qualifying trade-ins. They also oppose the vehicle scrapping

program, citing it may produce a false spike in sales and could make little to no impact on emissions or

fuel efficiency. Read more here.

May 5, 2009 — Senior Editor Chris Miller takes a closer look at the Cash-for-Clunkers bill. From
Washington D.C. to your town, Miller looks at how the aftermarket industry will be affected and what

vehicles should be considered clunkers. Read Scrappage bill: How do you define a 'clunker'?

May 19, 2009 — The U.S. House Energy Panel approved the Cash-for-Clunkers bill. The bill was passed
by a 50-4 vote in the House Energy and Commerce Committee. The legislation would give consumers a
voucher of $3500 to $4500 to trade-in their old inefficient cars for new ones. The legislation is expected

to go to the full House for approval in June or July.

June 24, 2009 - President Obama signs the military funding bill, which includes the $1-billion Cash for
Clunkers legislation. The official name of the program is the Car Allowance Rebate System (CARS).”

Read more here.
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