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EXAMINING WAYS TO IMPROVE VEHICLE AND
ROADWAY SAFETY

WEDNESDAY, OCTOBER 21, 2015

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COMMERCE, MANUFACTURING, AND
TRADE,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:03 a.m., in room
2123 Rayburn House Office Building, Hon. Michael Burgess (chair-
man of the subcommittee) presiding.

Members present: Representatives Burgess, Lance, Blackburn,
Guthrie, Olson, Bilirakis, Brooks, Upton (ex officio), Schakowsky,
Kennedy, Cardenas, Butterfield, Welch, and Pallone (ex officio).

Also present: Representative Capps.

Staff present: Leighton Brown, Press Assistant; James Decker,
Policy Coordinator, Commerce, Manufacturing, and Trade; Andy
Duberstein, Deputy Press Secretary; Graham Dufault, Counsel,
Commerce, Manufacturing, and Trade; Melissa Froelich, Counsel,
Commerce, Manufacturing, and Trade; Paul Nagle, Chief Counsel,
Commerce, Manufacturing, and Trade; Olivia Trusty, Professional
Staff, Commerce, Manufacturing, and Trade; Dylan Vorbach, Legis-
lative Clerk, Commerce, Manufacturing, and Trade; Michelle Ash,
Chief Counsel, Commerce, Manufacturing, and Trade; Jeff Carroll,
Staff Director; Lisa Goldman, Counsel; Rick Kessler, Senior Advi-
sor and Staff Director, Energy and Environment; and Josh Lewis,
EPA Detailee.

OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BURGESS. The committee will come to order. And good morn-
ing. I want to welcome everyone to our hearing today: “Examining
Ways to Improve Vehicle and Roadway Safety.”

I will recognize myself for 5 minutes for the purpose of an open-
ing statement.

Certainly, lives depend on the safety of cars, safety of trucks, and
on the roads themselves in the United States. And on the whole,
the data is good around the decrease in fatalities against miles
driven. But the hearings over the last 2 years have certainly under-
lined the severity of problems that do exist, and there is no room
for going slow when it comes to safety. And certainly, deception
cannot and will not be tolerated.

So it is incumbent upon us in the Congress, us on the committee,
the National Highway Traffic Safety Administration, vehicle manu-
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facturers, and others in the automotive industry to ensure absolute
compliance with current federal motor vehicle safety standards and
processes. Lives depend on it.

It is also our responsibility to revisit the adequacy of safety
standards and the processes that determine whether they provide
sufficient protections to our nation’s motorists. This past year, I
think it has been clear to many of us on the committee and cer-
tainly clear to me that this is not always the case and that there
is room for improvement.

To that end, the discussion draft that we will examine today in-
cludes modifications to certain federal motor vehicle safety stand-
ards and their processes that will enhance safety practices amongst
automakers, the National Highway Traffic Safety Administration
itself, and provide more information to motorists and consumers
about vehicle safety, and foster the development of new automotive
technologies that will save lives.

Some of these modifications include updating how the National
Highway Traffic Safety Administration publicizes and makes recall
information available to consumers. The discussion draft will ad-
dress how NHTSA coordinates with automakers before publicizing
recall notices to consumers as well. These changes are intended to
improve overall recall awareness by providing drivers with more
complete information about a safety recall, and giving them the
means to take immediate action to get their vehicles fixed once the
defect notice is received.

The discussion draft also contains proposals intended to improve
how the National Highway Traffic Safety Administration collects
and analyzes vehicle safety information, and directs the agency to
research the lifesaving potential of crashworthiness features that
could provide additional protections to the driving public.

To increase accountability and improve safety practices among
vehicle manufacturers, the discussion draft extends their remedy
and their repair obligations under recalls, and increases the time
that they must maintain safety records to facilitate the identifica-
tion of potential defects, and institutes safety incentives that en-
courage investment into next-generation safety technologies.

After a record year for recalls, the draft we will examine today
also discusses roadway safety, vehicle safety, and is a continuation
of this subcommittee’s efforts to restore confidence in American mo-
torists that the cars that they are driving are safe, that the recall
process works, and that automakers and the National Highway
Traffic Safety Administration are capable of keeping pace with the
technology and the complexity of cars of the future.

I certainly want to thank all of our witnesses for their testi-
monies. I look forward to an engaging and lively discussion on
these issues as we seek to improve auto safety, save more lives,
and ultimately benefit the driving public.

[The prepared statement of Mr. Burgess follows:]

PREPARED STATEMENT OF HON. MICHAEL C. BURGESS

Lives depend on the safety of cars and trucks on the road in the United States.
And on the whole, the data is good around the decrease in fatalities against miles
driven. But the hearings over the last two years have been sobering in their sever-
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ity. There is no room for slow when it comes to safety and deception cannot be toler-
ated.

It is incumbent upon Congress, the National Highway Traffic Safety Administra-
tion, vehicle manufacturers and others in the automotive industry to ensure abso-
lute compliance with current federal motor vehicle safety standards and processes.
Again, lives depend on it. It is also our responsibility to revisit the adequacy of cur-
rent safety standards and processes and determine whether they provide sufficient
protections to our nation’s motorists. This past year, it has been clear to me that
they do not and that there are areas ripe for improvement.

To that end, the discussion draft that we will examine today includes modifica-
tions to certain federal motor vehicle safety standards and processes that will: en-
hance safety practices among automakers and NHTSA; provide more information to
motorists about vehicle safety; and foster the development of new automotive tech-
nologies that will help save lives.

Some of these modifications include updating how NHTSA publicizes and makes
recall information available to consumers. The discussion draft addresses how
NHTSA coordinates with automakers before publicizing recall notices to consumers
as well. These changes are intended to improve recall awareness by providing driv-
ers with more complete information about a safety recall and giving them the means
to take immediate action to get their vehicles fixed once a defect notice is received.
The discussion draft also contains proposals intended to improve how NHTSA col-
lects and analyzes vehicle safety information, and directs the agency to research the
life-saving potential of crashworthiness features that could provide additional pro-
tections to the driving public.

To increase accountability and improve safety practices among vehicle manufac-
turers, the discussion draft extends their remedy and repair obligations under re-
calls, increases the time that they must maintain safety records to facilitate the
identification of potential defects, and institutes safety incentives that encourage in-
vestment into next-generation safety technologies.

The staff discussion draft that we will examine today on vehicle and roadway
safety is a continuation of this subcommittee’s efforts to, after a year of record re-
calls, restore confidence in American motorists that the cars they are driving are
safe, that the recall process works, and that automakers and NHTSA are capable
of keeping pace with the technology and complexity of cars of the future.

[The discussion draft of the proposed bill follows:]

Mr. BURGESS. With that, I will yield back the balance of my time
and recognize the ranking member of the subcommittee, Ms.
Schakowsky, 5 minutes for the purpose of an opening statement,
please.

OPENING STATEMENT OF HON. JANICE D. SCHAKOWSKY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF ILLI-
NOIS

Ms. SCHAKOWSKY. Thank you, Mr. Chairman, for holding today’s
hearing on a legislative effort to enhance auto safety and improve
the recall process.

I would like to mention at the outset that I think it is a mistake
to hold this hearing without a non-government data security wit-
ness. This draft legislation includes provisions related to privacy
and data protection, and it would benefit all of us to better under-
stand the implication of those provisions.

I would also like to mention that victims of the GM ignition
switch failure are here today in the audience. It has been 20
months since the initial GM recall, and you would think this com-
mittee would have acted sooner. As we see again today with the
Toyota recall of 6.5 million vehicles, these safety issues aren’t going
away.

As a sponsor of legislation to achieve the goals this bill attempts
to address, I am happy we are finally having a legislative hearing.
Unfortunately, I believe we are having it on the wrong bill. This
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discussion draft includes some ideas from H.R. 1181, the Vehicle
Safety Improvement Act, the bill I introduced with Ranking Mem-
ber Pallone and five other members of the subcommittee in March.
Those policies include requirements that NHTSA undergo a rule-
making to improve rear crashworthiness, and that every auto-
maker has a U.S.-based senior executive responsible for certifying
the accuracy and completeness of all responses to NHTSA’s request
for information relating to safety investigations.

And I am glad those provisions were included, but it would have
been much better and more useful for the majority to have engaged
in a bipartisan consultation during the drafting of this bill, as I
have repeatedly asked, rather than dumping this bill in our laps.
Had that dialogue taken place, many of the weaknesses in the bill
could have been addressed prior to this hearing.

The Vehicle Safety Improvement Act includes several provisions
that would enhance safety and improve the efficacy of recalls, none
of which are included in this draft legislation. The VSIA would
more than double NHTSA’s funding for vehicle safety programs.
This bill provides no explicit additional funding for the agency. The
VSIA would increase the quantity and quality of information
shared by automakers with NHTSA, the public, and Congress.

While there is a nod to those priorities in this draft legislation,
there is little meaningful change from the status quo. The bill
would require manufacturers to fix all recalled vehicles free of
charge rather than just those that were purchased within the past
10 years. This discussion draft would not.

Under VSIA, NHTSA would have new imminent hazard author-
ity to expedite recalls related to dangerous defects that would
eliminate the regional recall program ensuring that all cars subject
to a recall are repaired regardless of their location. Neither of those
changes are part of this discussion draft.

But beyond those missteps, the Republican draft legislation takes
egregious steps in the wrong direction. To take one example, the
bill would give automakers a break from health-based carbon emis-
sions requirements in exchange for adding safety features that are
readily available.

In the wake of Volkswagen’s deliberate cheating on EPA emis-
sions standards, it makes no sense that we give carmakers a free
pass to pollute beyond standards needed to maintain public health.
This provision is a big win for the Volkswagens of the world but
does nothing to benefit the public.

It is about time we had a hearing in enhancing auto safety. The
safety of American drivers, passengers, and pedestrians should be
above partisan politics. I urge my colleagues to engage in a bipar-
tisan legislative process that will yield a stronger and more com-
prehensive bill. I am anxious to participate in that kind of dia-
logue. We still have an opportunity to deal that.

And unless there is someone else who would want some time, I
yield back my time.

Mr. BURGESS. The chair thanks the gentlelady. The gentlelady
yields back.

The chair recognizes the chairman of the full committee, Mr.
Upton, 5 minutes for an opening statement, please.
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OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. UpTON. Well, thank you, Mr. Chairman.

You know, a car isn’t just how you get around when you are from
Michigan. It is a neighbor’s job, it is a fiber that connects our com-
munities, and the backbone of our state’s economy, and we take
great pride in the industry’s inventiveness, resilience, and cre-
ativity. It is what has helped the industry become what it is today,
a global leader in vehicle safety, comfort, and superior driving ex-
periences.

But over the past couple years, we have seen the best of what
the auto industry has to offer. It is no secret that I am an optimist
and believe that the future is bright for the auto industry, for
Michigan, and for the country. But unfortunately, we have also
seen safety shortcomings and flat-out dishonesty along the way. I
am glad we are here today to start talking about making fixes to
the National Highway Traffic Safety Administration and to the in-
dustry to ensure that cars are as safe as humanly possible.

We are in the midst of an exciting time of automotive ingenuity.
What was once science fiction is now becoming reality. This innova-
tion is to be applauded, not only because it will revolutionize driv-
ing, but because of what it means for vehicle safety, the environ-
ment, and most importantly, saved lives.

The staff discussion draft that we are going to review today is
a starting point to achieve those ends. It includes proposals in-
tended to foster greater vehicle and roadway safety for motorists
now and for years to come. Some pieces, like having a corporate of-
ficer responsible for safety compliance, certainly isn’t new. Other
ideas, like how to best ensure cybersecurity, may need to further
evolve. It is encouraging that the industry is setting up an Infor-
mation Sharing and Analysis Center. There is also good talk about
forming a working group to address cybersecurity best practices.

The draft seeks to address concerns around recall awareness and
incentivizes automakers to invest in new safety technologies that
will indeed save more lives. It also includes plans that will help
modernize the work and mission of the NHTSA to ensure that the
agency is fully capable of keeping pace with the innovation and
progress of the industry in the 21st century.

This is a lifesaving endeavor. I look forward to a thoughtful and
engaging dialogue on the merits of each proposal and what addi-
tional considerations should be made by this committee. While we
have a ton of witnesses today, I also want to invite everyone with
an interest to give us feedback on how we can improve the legisla-
tion.

This committee is unwavering in its commitment to ensure that
the auto industry and the government are doing everything that
they can to make cars safer and protect the lives of the driving
public and their passengers. Our work continues to improve safety
for drivers.

[The prepared statement of Mr. Upton follows:]

PREPARED STATEMENT OF HON. FRED UPTON

A car isn’t just how you get around when you are from Michigan. It’s a neighbor’s
job, it’s a fiber that connects our communities, and the backbone of our state’s econ-
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omy. We take great pride in the industry’s inventiveness, resilience, and creativity.
It is what has helped the industry become what it is today—a global leader in vehi-
cle safety, comfort, and superior driving experiences.

Over the past few years, we have seen the best of what the auto industry has
to offer. It’s no secret that I am an optimist and believe that the future is bright
for the auto industry, for Michigan, and this country. Unfortunately, we have also
seen safety shortcomings and dishonesty along the way. I am glad we are here today
to start talking about making fixes to the National Highway Traffic Safety Adminis-
tration and to the industry to ensure that cars are as safe as humanly possible.

We are in the midst of an exciting time of automotive ingenuity. What was once
science fiction is now becoming a reality. This innovation is to be applauded, not
only because it will revolutionize driving, but because of what it means for vehicle
safety, the environment, and most importantly saved lives.

The staff discussion draft that we will review today is a starting point to achieve
those ends. It includes proposals intended to foster greater vehicle and roadway
safety for motorists now and in the years to come. Some pieces, like having a cor-
porate officer responsible for safety compliance, aren’t new. Other ideas, like how
to best ensure cybersecurity, may need to further evolve. It is encouraging that the
industry is setting up an Information Sharing and Analysis Center. There is also
talk of forming a working group to address cybersecurity best practices.

The draft seeks to address concerns around recall awareness and incentivizes
automakers to invest in new safety technologies that will save more lives. It also
includes plans that help modernize the work and mission of the National Highway
Traffic Safety Administration to ensure that the agency is fully capable of keeping
pace with the innovation and progress of the industry in the 21st century.

This is a life-saving endeavor. I look forward to a thoughtful and engaging dia-
logue on the merits of each proposal, and what additional considerations should be
made by this committee. While we have many witnesses today, I also want to invite
everyone with an interest to give us feedback on how we can improve the legisla-
tion. The Energy and Commerce Committee is unwavering in its commitment to en-
sure that the auto industry and the government are doing everything they can to
make cars safer and protect the lives of the driving public. Our work continues to
improve safety for drivers.

Mr. UpPTON. And I yield the balance of my time to the vice chair
of the full committee, Marsha Blackburn.

Mrs. BLACKBURN. Thank you, Mr. Chairman, and I want to
thank our witnesses for being here today, and Chairman Burgess,
just to thank you for this hearing. I think you have chosen the per-
fect day to do this hearing as we go back to the future, and it is
October 21st, 2015, and we all remember that movie and the sig-
nificance of that date. And here we are talking about inter-
connected cars and using tablets and using this data. So perfect
day to have this discussion. And, Chairman Burgess, I thank you
for the draft that you have brought forward.

My constituents are truly interested in this issue. Whether they
work with Toyota or GM or Nissan or in the aftermarket auto parts
industry with AutoZone, everybody has an interest in what we are
doing. And here is the reason why: When you look at the stats that
we are going to have a quarter-billion interconnected cars on the
roadway by 2020, by 2020, and the significance of that, as auto-
mobiles have become more computerized, it is important for us to
look at these technological advances such as the vehicle-to-vehicle
communication. There is a lot of curiosity about that. We look for-
ward to getting some answers as to how this is going to work.

And I thank the gentleman from Texas for initiating the con-
versation and yield back.

Mr. BURGESS. The chair thanks the gentlelady. The gentlelady
yields back.

The chair recognizes the ranking member of the full committee,
Mr. Pallone, 5 minutes for an opening statement, please.
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OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. The title of today’s hearing refers to vehicle and
roadway safety, but it is clear from the draft before us that safety
is not the focus. Instead of improving auto safety, this draft weak-
ens current environmental and consumer protections.

Auto safety is a pressing topic that deserves our utmost atten-
tion. Traffic fatalities in the U.S. grew by 14 percent in the first
6 months of 2015. That increase comes after years of declining traf-
fic deaths. And injuries are also up. The National Safety Council
reports that medically related motor vehicle injuries grew by 30
percent since 2014, and these increases should concern everyone.

Earlier this year, Ranking Member Schakowsky and I introduced
the Vehicle Safety Improvement Act of 2015 as a starting point for
bipartisan negotiations with an eye towards comprehensive auto
safety legislation. Our bill would make real improvements to en-
sure that the millions of drivers and passengers across this country
are kept safe. It gets NHTSA the information, resources, and au-
thorities needed to protect consumers, and our bill also empowers
consumers with more information and ensures used cars are fixed
before they are resold.

Instead of those safety measures, this draft would give auto-
makers credits towards greenhouse gas emissions and fuel economy
requirements for incorporating crash avoidance and vehicle-to-vehi-
cle or V2V technologies in new cars even though there is no appar-
ent link between these technologies and lower emissions. Manufac-
turers would get these credits for things they are already doing,
not as an incentive to improve safety.

Not only are manufacturers continuously touting their cars as in-
cluding the latest in crash-avoidance technologies, NHTSA has al-
ready released its proposal to require V2V-enabled cars. NHTSA
also secured commitments from several automakers to include
automatic emergency braking on all new cars, and furthermore,
many crash-avoidance technologies are currently part of a promi-
nent safety rating from the Insurance Institute for Highway Safety,
meaning that automakers already have considerable incentive to
add those features to cars.

In the wake of the Volkswagen emissions fraud scandal, I am
alarmed that Congress would even consider giving automakers a
way around environmental regulations. In effect, auto companies
would receive a pass on pollution because they installed commu-
nication devices in their vehicles. Just as Volkswagen’s tech-
nologies did not prevent NOx emissions, communication devices
will not prevent greenhouse gases. And this bill essentially creates
a congressionally sanctioned defeat device.

I am also concerned about the privacy and cybersecurity provi-
sions in this draft. As more high-tech vehicle safety equipment is
integrated into cars, strong consumer privacy and data protections
are more important than ever. But instead of improving privacy or
cybersecurity protections, this draft gives automakers liability pro-
tection for simply submitting a privacy policy or cybersecurity plan,
even if that policy or plan provides no real protections for con-
sumers, and even if those policies are not followed.
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Because my time is limited, I want to turn to process for a mo-
ment. I am disappointed by the unilateral approach taken by the
majority in drafting this legislation. For months we have been try-
ing to work with our Republican colleagues to draft auto safety leg-
islation that would meaningfully reduce deaths and injuries on the
roads. But instead of pursuing a bipartisan approach, the majority
chose to prepare this legislation behind closed doors.

In addition, I am troubled that the Environmental Protection
Agency could not find a way to attend today. Regardless, if the ma-
jority wants to open up the Clean Air Act, then this bill must be
the subject of a hearing and markup by the Energy and Power Sub-
committee, which has the jurisdiction and expertise to evaluate
these proposals.

So, Mr. Chairman, this draft in my opinion fails to increase auto
safety, it harms the environment, and relieves automakers from re-
sponsibility regarding consumer data. This is a weak bill that I
can’t support. Yet again, I can only express my hope that in the
near future we can work together to make real progress towards
improving auto safety.

And unless someone else wants time, I yield back. Thank you,
Mr. Chairman.

Mr. BURGESS. The gentleman yields back. The chair thanks the
gentleman. This concludes opening statements.

The chair would like to remind Members that, pursuant to com-
mittee rules, all Members’ opening statements will be made part of
the record.

And again, we want to thank our witnesses for being here today,
taking time to testify before the subcommittee. Today’s hearing will
consist of two panels. Each panel of witnesses will have the oppor-
tunity to give an opening statement followed by a round of ques-
tions. And once we conclude with questions on the first panel, we
will take a brief—underscore brief—recess to set up for the second
panel.

Our first witness panel for today’s hearing is to include Dr. Mark
Rosekind, the Administrator of the National Highway Traffic Safe-
ty Administration; and Mrs. Maneesha Mithal, the Associate Direc-
tor of the Division of Privacy and Identify Protection at the Federal
Trade Commission. We appreciate both of you being here today and
sharing your time with us. We will begin the panel with you, Dr.
Rosekind, and you are recognized for 5 minutes for an opening
statement.

STATEMENTS OF MARK ROSEKIND, ADMINISTRATOR, NA-
TIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION; AND
MANEESHA MITHAL, ASSOCIATE DIRECTOR, DIVISION OF
PRIVACY AND IDENTITY PROTECTION, FEDERAL TRADE
COMMISSION

STATEMENT OF MARK ROSEKIND

Mr. ROSErIND. Chairman Burgess, Ranking Member
Schakowsky, it is a privilege to represent the men and woman of
the National Highway Traffic Safety Administration in offering the
agency’s perspective on how to strengthen our safety mission. Our
mission is focused on saving the 32,719 lives lost, preventing the
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2.1 million injuries, and reducing the 5.4 million crashes that oc-
curred on American roadways in 2013.

NHTSA will continue to use every tool available in pursuit of
public safety, and in just the last 10 months the agency has done
the following:

Strengthened our oversight and enforcement on vehicle safety,
issuing record civil penalties for recall and safety reporting failures
and making innovative use of consent orders to improve safety per-
formance in the auto industry.

Secured the first cybersecurity-related safety defect recall in
automotive history, and made unprecedented use of our authority
to explore measures to speed the most complex safety recall in
American history, involving Takata airbag inflators.

We have embraced Secretary Foxx’s call to accelerate technology
innovations that can save lives—accelerating proposed rulemaking
on vehicle-to-vehicle technology; undertaking a review of our regu-
latory structure to find and address obstacles to safety innovations;
announcing our intent to add automatic emergency braking to our
New Car Assessment Program; and securing voluntary commit-
ments from 10 major automakers to make AEB systems standard
equipment on new vehicles.

And we have answered the call of this committee and the Amer-
ican public to improve our own performance in identifying and ad-
dressing safety defects, pledging to fully implement recommenda-
tions of a recent DOT inspector general report on an expedited
schedule and to undertake dozens of additional improvements to
our screening, investigation, and analysis processes.

These efforts underscore NHTSA’s commitment to safety. What-
ever decisions this committee or the Congress make, NHTSA will
seek to do all we can for safety within available authorities and re-
sources. And with your help, we can do even more.

DOT and the Administration have identified actions Congress
can take to strengthen NHTSA’s safety mission. In the GROW
AMERICA Act, Secretary Foxx proposed significant enhancements
to NHTSA safety authorities, including imminent hazard authority
similar to that already held by other safety regulators, criminal
penalties for vehicle hacking, authority to prevent rentals or used-
car sales of vehicles under safety recall, and significantly enhanced
civil penalty authority to provide meaningful deterrence against
violations of the Safety Act. GROW AMERICA and the fiscal year
2016 budget request would provide significant funding to enhance
our Office of Defects Investigation and to more vigorously address
emerging issues such as cybersecurity.

These proposals are essential to enhance our safety mission. And
as I told your Senate colleagues in June, in my judgment as a safe-
ty professional, failure to address gaps in our available authority,
personnel, and resources are a known risk to safety.

NHTSA has been able to spend only a few days on our detailed
technical analysis of the staff discussion of this draft legislative
proposal that was released late last week. And I would like to
thank the committee members and staff for their initial engage-
ment with NHTSA and hope productive conversations can and will
continue. However, even our initial examination has identified ex-
amples of significant concerns.
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The discussion draft proposal includes a provision that would
provide fuel economy and emission credits to automakers for de-
ploying advanced crash technologies. I would just raise two general
points here: First, there should not be a tradeoff between safety
and public health. The American public expects vehicles that ad-
dress both safety concerns and public health and environmental
concerns. Second, the automakers already have ample incentive to
deploy advanced safety technologies—the lives they can save and
the injuries that they can prevent.

The discussion draft would require a system to notify owners of
recalled vehicles when they register or re-register their vehicle
with state motor vehicle agencies. State agencies are one potential
touch-point for owners, especially second or third owners of used
vehicles. But the costs to establish or maintain such a system are
unknown and the technology is not yet in place, which is why
GROW AMERICA proposed a pilot program to work through these
issues. Under the draft proposal, States that do not meet the re-
quirement would be kicked out of the National Driver Register, an
important tool that took over a decade to get 100 percent participa-
tion that identifies habitual traffic offenders and ensures that com-
mercial drivers have clean records.

The committee’s discussion draft includes an important focus on
cybersecurity, privacy, and technology innovations, but the current
proposals may have the opposite of their intended effect. By pro-
viding regulated entities majority representation on committees to
establish appropriate practices and standards, and then enshrining
those practices as de facto regulations, the proposals could seri-
ously undermine NHTSA’s efforts to ensure safety. Ultimately, the
public expects NHTSA, not industry, to set safety standards.

The draft legislative proposal would require NHTSA to prepare
certain recall notices in coordination with the manufacturer and
would prevent NHTSA from making them public until manufactur-
ers have made available complete lists of vehicle identification
numbers for affected vehicles. This proposal would require NHTSA
to withhold safety defect information from the public and give the
manufacturers responsible for the defect control over the time line
and release of NHTSA-initiated recall actions. This proposal weak-
ens the agency’s enforcement authority and is in direct conflict
with other congressional interests to increase the transparency of
safety information.

It would be very hard to argue that the best response to recent
events affecting auto safety is to erode NHTSA’s ability to regulate
and oversee safety. What is required is to strengthen NHTSA’s
ability to achieve its mission by working together to address gaps
in our authorities and resources. Discussion of these and other
issues is essential to our shared goal of greater safety on America’s
roads.

I thank you, and I look forward to your questions.

[The prepared statement of Mr. Rosekind follows:]
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Statement of National Highway Traffic Safety Administrator
Mark R. Rosekind, Ph.D.
Before the House Energy and Commerce
Subcommittee on Commerce, Manufacturing and Trade

October 21, 2015

Chairman Burgess, Ranking Member Schakowsky, it is an honor to represent the men and
women of the National Highway Traffic Safety Administration (NHTSA) in offering the
Agency’s perspective on how fo strengthen our safety mission. Our mission is focused on saving
the 32,719 lives lost, preventing the 2.1 million injuries, and reducing the 5.4 million crashes that
occurred on American roadways in 2013,

NHTSA will continue to use every tool available in pursuit of public safety and in just the last 10
months the Agency has done the following:

e Strengthened our oversight and enforcement on vehicle safety, issuing record civil
penalties for recall and safety reporting failures and making innovative use of consent
orders to improve safety performance in the auto industry.

o Sccured the first cybersecurity-related safety defect recall in automotive history, and
made unprecedented use of our authority to explore measures to speed the most complex
safety recall in American history, involving Takata air bag inflators.

+ Embraced Secretary Foxx's call to accelerate technology innovations that can save lives —
accelerating proposed rulemaking on vehicle-to-vehicle technology; undertaking a review
of our regulatory structure to find and address obstacles to safety innovations;
announcing our intent to add Automatic Emergency Braking to our New Car Assessment
Program; and securing voluntary commitments from 10 major automakers to make AEB
systems standard equipment on new vehicles.

» And answered the call of this Committee and the American public to improve our own
performance in identifying and addressing safety defects, pledging to fully implement
recommendations of a recent DOT Inspector General Report on an expedited schedule
and to undertake dozens of additional improvements to our screening, investigation and
analysis processes.
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These efforts underscore NHTSA’s commitment to safety. Whatever decisions this Committee or
the Congress make, NHTSA will seek to do all we can for safety within available authorities and
resources.

And with your help, we can do even more. DOT and the Administration have identified actions
Congress can take to strengthen NHTSA’s safety mission.

In the GROW AMERICA Act, Secretary Foxx proposed significant enhancements to NHTSA
safety authorities, including imminent hazard authority similar to that already held by other
safety regulators; criminal penalties for vehicle hacking; authority to prevent rentals or used-car
sales of vehicles under safety recall; and significantly enhanced civil penalty authority to provide
meaningful deterrence against violations of the Safety Act. GROW AMERICA and the Fiscal
Year 2016 Budget Request would provide significant additional funding to enhance our Office of
Defects Investigation and to more vigorously address emerging issues such as cybersecurity.

These proposals are essential enhancements of our safety mission. As I told your Senate
colleagues in June: In my judgment as a safety professional, failure to address gaps in our
available authority, personnel, and resources are a known risk to safety.

NHTSA has been able to spend only a few days on our detailed technical analysis of the staff
discussion draft legislative proposal released late last week. I would like to thank the Committee
members and staff for their initial engagement with NHTSA and hope productive conversations
can continue. Even our initial examination has identified examples of significant concerns.

The discussion draft would require a system to notify owners of recalled vehicles when they
register or re-register their vehicle with State motor vehicle agencies. State agencies are one
potential touch-point for owners, especially second or third owners of used vehicles. But the
costs to establish or maintain such a system are unknown and the technology is not yet in place,
which is why GROW AMERICA proposed a pilot program to work through these issues. Under
the draft proposal, States that do not meet the requirement would get kicked out of the National
Driver Register, an important tool for identifying habitual traffic offenders and ensuring that
commercial drivers have clean records.

The Committee’s discussion draft includes an important focus on cybersecurity, privacy and
technology innovations, but the current proposals may have the opposite of their intended effect.
By providing regulated entities majority representation on committees to establish appropriate
practices and standards, then enshrining those practices as de facto regulations, the proposals
could seriously undermine NHTSA’s efforts to ensure safety. Ultimately, the public expects
NHTSA, not industry, to set safety standards.

The draft legislative proposal would require NHTSA to prepare our recall notices in coordination
with the manufacturer and prevent NHTSA from making them public until manufacturers have
made available complete lists of Vehicle Identification Numbers for affected vehicles. This
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proposal would require NHTSA to withhold safety defect information from the public, and give
the manufacturers responsible for the defect control over the timeline and release of NHTSA-
initiated recall actions. This proposal impinges on the agency’s enforcement authority and is in
direct conflict with other Congressional interests to increase the transparency of safety
information.

Discussion on these and other issues is essential to our shared goal of greater safety on
America’s roads. Thank you, and [ look forward to your questions.
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Mr. BURGESS. The chair thanks the gentleman, and the gen-
tleman yields back.

Ms. Mithal, you are recognized for 5 minutes for an opening
statement, please.

STATEMENT OF MANEESHA MITHAL

Ms. MitHAL. Thank you. Dr. Burgess, Ranking Member
Schakowsky, and members of the subcommittee, I am Maneesha
Mithal from the Federal Trade Commission. I appreciate the oppor-
tunity to present the Commission’s testimony on the privacy- and
security-related provisions of the discussion draft to provide greater
transparency, accountability, and safety authority for the NHTSA.

The FTC has served as the primary federal agency charged with
protecting consumer privacy and security for the past 45 years. We
have brought hundreds of privacy and data security cases targeting
violations of the Federal Trade Commission Act and other laws.

In addition to enforcing a wide range of privacy and security
laws, the FTC also educates consumers and businesses. Most re-
cently, the FTC launched its Start With Security business edu-
cation initiative that includes new guidance for businesses, as well
as a series of conferences across the country designed to educate
small businesses on security. The next conference will take place
on November 5 in Austin, Texas.

On the policy front, we conducted a workshop on the Internet of
Things where we specifically hosted a panel on connected cars. We
released a report on the workshop earlier this year.

With this background, we are pleased to offer our views on Title
IIT of the discussion draft. We have serious concerns about the pri-
vacy, hacking, and security provisions of Title III.

First, as to privacy, we are concerned that the safe harbor from
FTC action is too broad. A manufacturer who submits a privacy
policy that meets specific requirements but does not follow them
may not be subject to any enforcement mechanisms. Furthermore,
even though the privacy policy is only required to describe protec-
tions for vehicle data collected from owners, renters, and lessees,
the Commission could be precluded from bringing a Section 5 ac-
tion based on any privacy-related misrepresentation on a manufac-
turer’s Web site, even if the misrepresentation is unrelated to vehi-
cle data.

Second, as to hacking, Section 302 of the discussion draft would
prohibit unauthorized access to vehicle data systems. Security re-
searchers, however, have uncovered security vulnerabilities in con-
nected cars by accessing such systems. Responsible researchers
often contact companies to inform them of these vulnerabilities so
that the companies can voluntarily make their cars safer. By pro-
hibiting such access even for research purposes, this provision
would likely discourage such research to the detriment of con-
sumers’ privacy, security, and safety.

Finally, as to security, the bill creates an advisory council to de-
velop best practices. Manufacturers that implement these best
practices will have a safe harbor under Section 5 of the FTC Act.
However, the current draft may not result in best practices robust
enough to protect consumers for several reasons:
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First, at least 50 percent of the council’s membership must con-
sist of representatives of automobile manufacturers. Because any
best practices approved by the council will be by a simple majority
of members, manufacturers alone could decide what best practices
would be adopted.

Second, the discussion draft contains eight areas the best prac-
tices may, but not must, cover. In this respect, the draft does not
even create a minimum standard of best practices.

Third, there is no requirement to update practices in light of
emerging risks and technologies.

Fourth, by creating a clear and convincing evidence standard for
disapproving best practices submitted by companies, the bill gives
NHTSA too little discretion and would likely result in the approval
of plans that may meet the bare minimum best practices on paper
but are in practice not appropriately tailored to foreseeable evolv-
ing threats.

Finally, the proposed safe harbor is so broad that it would immu-
nize manufacturers from liability even as to deceptive statements.
For example, false claims on a manufacturer’s Web site about its
use of firewalls or other specific security features would not be ac-
tionable if these subjects were also covered by the best practices.

In sum, the Commission understands the desire to provide busi-
nesses with certainty and incentives in the form of safe harbors to
implement best practices. However, the security provisions of the
discussion draft would allow manufacturers to receive substantial
liability protections in exchange for potentially weak best practices
instituted by a council that they control. The proposed legislation
as drafted could substantially weaken the security and privacy pro-
tections that consumers have today.

Thank you for the opportunity to provide the Commission’s views
on the privacy and security provisions of the discussion draft. We
look forward to continuing to work with the subcommittee, Con-
gress, and our partners at NHTSA on this critical issue.

[The prepared statement of Ms. Mithal follows:]
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Doctor Burgess, Ranking Member Schakowsky, and members of the Subcommittee, | am
Maneesha Mithal, Associate Director of the Division of Privacy and Identity Protection of the
Bureau of Consumer Protection at the Federal Trade Commission (“FTC” or “Commission™).! 1
appreciate the opportunity to present the Commission’s testimony on the privacy- and security-
related provisions of the discussion draft to provide greater transparency, accountability, and
safety authority for the National Highway Traffic Safety Administration (“NHTSA™). While the
Commission supports the Subcommittee’s goal of protecting the privacy and security of
consumers’ information, we have concerns about the provisions as drafted.

I BACKGROUND

The FTC has served as the primary federal agency charged with protecting consumer
privacy and data security dating back to the 1970 enactment of the Fair Credit Reporting Act
(“FCRA™).? Beginning with the development of the Internet as a commercial medium in the
mid-1990s, the FTC expanded its focus on privacy to reflect the growing collection, use, and
sharing of consumer data in the commercial marketplace. Since then, using its enforcement
authority, the Commission has brought hundreds of privacy and data security cases targeting
violations of the Federal Trade Commission Act,’ the Fair Credit Reporting Act, the Gramm-

Leach-Bliley Act,* the Do Not Call provisions of the Telemarketing Sales Rule,’ the CAN

" This written statement presents the views of the Federal Trade Commission. My oral statements and
responses to questions are my own and do not necessarily reflect the views of the Commission or of any
Commissioner.

* 15U.S.C. §§ 1681-1681x.

P15 US.C. §45(a).
* 16 C.F.R. Part 314, implementing 15 U.S.C. § 6301(b).
> 16 C.F.R. Part 310.
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SPAM Act,’ and the Children’s Online Privacy Protection Act (COPPA).” These actions have
addressed practices offline, online, and in the mobile and connected device environments.

In addition to enforcing a wide range of privacy and security laws, the FTC has
distributed millions of copies of educational materials for consumers and businesses to improve
their understanding of ongoing threats to security and privacy. Most recently, the FTC launched
its “Start With Security” business education initiative that includes new guidance for businesses
as well as a series of conferences across the country.® The business guidance lays out ten key
steps to effective data security, drawn from the FTC’s data security cases. It is designed to
provide an easy way for companies to understand the lessons learned from our cases. It includes
references to the cases, as well as plain-language explanations of the security principles that
companies should implement.” In addition to the new guidance, the FTC also has introduced a
one-stop website that consolidates the Commission’s data security information for businesses.

On the policy front, the Commission regularly holds seminars and workshops to examine
the implications of new technologies and business models on consumer privacy and security.
For example, at its Internet of Things workshop in November 2013, the Commission specifically
examined privacy and security issues relating to the different technologies in connected cars,

including Event Data Recorders ("EDRs”) and other vehicle telematics.” Workshop participants

515 US.C. §§ 7701-7713.

15 U.S.C. §§ 6501-6506; see also 16 C.F.R. Part 312,

8 See FTC Press Release, FTC Kicks Qff “Start With Security” Business Education Initiative (June 30,
2013), available at https://www.fic.govinews-events/press-releases/2013/06/fic-kicks-start-security-
business-education-initiative.

° See FTC, Start With Security: Lessons Learned From FTC Cases (2015), available at
https://www.fic.gov/system/files/documents/plain-language/pdf205-startwithsecurity.pdf.

% See www.ftc.gov/datasecurity,

" FTC Workshop, Infernet of Things - Privacy and Security in a Connected World (Nov. 19, 2013),
available at https://www.ftc.gov/news-events/events-calendar/2013/1 Vinternet-things-privacy-security-
connected-world. The workshop’s panel on connected car technologies is on pages 235-291 of the
workshop transcript available ar http//www fic.gov/sites/default/files/documents/public_events/internet-
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described the many safety and convenience benefits that connected cars offer. At the same time,
participants described the potential privacy and security risks arising from this connectivity,
including concerns about the ability of connected car technology to track consumers’ precise
geolocation over time; concerns that information about driving habits could be used to price
insurance premiums or set prices for other auto-related products, without drivers” knowledge or
consent; and concerns related to the security of connected cars. The Commission staff issued a
report summarizing the workshop and outlining policy recommendations on the Internet of
Things earlier this year.”

Finally, the FTC has provided advocacy statements to other government agencies
considering regulatory actions in this area. In October 2014, the Commission filed a comment
on NHTSA’s advance notice of proposed rulemaking related to vehicle-to-vehicle (V2V)
communications.” In its comment, the FTC expressed support for NHTSA’s deliberative,
process-based approach to addressing privacy and security risks and commended it for designing
a V2V system to limit the data collected and stored to only that which serves its intended safety
purpose. The Commission also has engaged in discussions with industry representatives and

others on these very important issues.

things-privacy-security-connected-world/final_transcript.pdf.

' See FTC Staff Report on the Workshop “Internet of Things: Privacy and Security in a Connected
World” (Jan. 27, 2015), available at https//www.ftc.gov/reports/federai-trade-commission-staff-report-
november-2013-workshop-entitled-internet-things.

B See Federal Trade Commission Comment Before the National Highway Traffic Safety Administration
Regarding the NHTSA Proposed Rule Entitled “Federal Motor Vehicle Safety Standards. Vehicle-to-
Vehicle (V2V) Communications,” and the Accompanying Report, and Addressing Privacy and Security
Issues Raised in the V2V Report and the Proposed Rule (Oct. 20, 2014), available at
https://www.ftc.gov/system/files/documents/advocacy_documents/federal-trade-commission-comment-
national-highwav-traffic-safety-administration-regarding-nhtsa/14 1020nhtsa-2014-0022 pdf.
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1L Discussion Draft

The Commission is pleased to offer its views on Title HI of the discussion draft, which
focuses on privacy and security for connected vehicles. We appreciate that one of the goals of
the discussion draft is to improve privacy protections for consumers and to provide incentives for
vehicle manufacturers to adopt and implement best practices for vehicle security and safety.
However, we have concerns about several aspects of the provisions of Title 111

A. Privacy Provisions

The draft would amend title 49 of the U.S. Code to add Section 32402(e), which grants a
broad safe harbor from FTC law enforcement actions to any vehicle manufacturer who submits a
privacy policy to the Secretary of Transportation that explains the notice, choices, and privacy-
related commitments the manufacturer will make. Under this proposal, manufacturers can
satisfy the requirements of this section without providing any substantive protections for
consumer data. For example, a manufacturer’s policy could qualify for a safe harbor even if it
states that the manufacturer collects numerous types of personal information, sells the
information to third parties, and offers no choices to opt out of such collection or sale.
Moreover, because the safe harbor exempts a manufacturer from FTC oversight, and Section
32402(d)(2) provides a separate exemption from civil penalties, a manufacturer that submits a
privacy policy that meets the requirements of Section 32402(b) but does not follow it would not
be subject to any enforcement mechanism. Furthermore, although the privacy policy
requirements only apply to information collected from vehicle “owners, renters, or lessees,” the
safe harbor would immunize manufacturers for privacy practices related to other types of
consumers — such as collecting information from vehicle shoppers through manufacturers’

websites. Thus, for example, the Commission could be precluded from bringing a Section 5
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action™ based on any privacy-related misrepresentation on a manufacturer’s website, even if the
misrepresentation is unrelated to vehicle data. Precluding the Commission from taking action
against such misrepresentations goes well beyond Title I11’s focus on vehicle data, particularly in
light of the Commission’s extensive experience in consumer privacy enforcement.”

Section 32402(c) would authorize manufacturers to update privacy policies’ terms simply
by submitting an updated policy to the Secretary of Transportation. This provision would enable
a manufacturer to make a material change to its privacy policy and then unilaterally apply the
new policy to consumer data collected under its earlier policy. By contrast, the Commission has
acted in a number of instances to ensure that consumers can rely on the terms of privacy policies
in effect at the time information is collected by prohibiting a company from making material
changes to those terms without first obtaining consumers’ affirmative express consent.'

B. Hacking Provisions

Section 302 of the discussion draft would prohibit unauthorized access to an electronic
control unit, critical system, or other system containing driving data. We support the goal of
deterring criminals from accessing vehicle data. Security researchers have, however, uncovered
security vulnerabilities in connected cars by accessing such systems,'” Responsible researchers
often contact companies to inform them of these vulnerabilities so that the companies can

voluntarily make their cars safer. By prohibiting such access even for rescarch purposes, this

'* Section 5 of the FTC Act prohibits unfair or deceptive acts or practices in or affecting commerce. 15
U.S.C. § 45(a).

* See supra pp. 1-3.

' See, .e.g., Facebook, Inc., No. C-4365 (F.T.C. July 27, 2012), available at
https://www.ftc.gov/enforcement/cases-proceedings/092-3184/facebook-inc; Gateway Learning Corp.,
No. C-4120 (F.T.C. Sept. 10, 2014), available at https://www fic.gov/enforcement/cases-
proceedings/042-3047/gateway-learning-corp-matter.

" See, e.g., Remarks of Professor Tadayoshi Kohno, Transcript of Internet of Things Workshop at 245-
47, supra n.7, Charlie Miller & Chris Valasek, Remote Exploitation of an Unaltered Passenger Vehicle
(2015), available at http://illmatics.com/Remote%20Car%20Hacking. pdf.
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provision would likely disincentivize such research, to the detriment of consumers’ privacy,
security, and safety,'®
C. Security Provisions

Section 303 of the draft amends title 49 of the U.S. Code Section 30701 to establish an
“Automotive Cybersecurity Advisory Council” to “develop best practices for cybersecurity for
manufacturers of automobiles offered for sale in the United States.” Section 30701(a)(4)(B).
Manufacturers that implement these best practices will be immunized from liability under
Section 5 of the FTC Act with respect to any unfair or deceptive conduct “rclating to” these best
practices. Section 30701(g). We appreciate that the drafters intend to spur the development of
best practices in security. However, we are concerned that the current draft will not encourage
best practices robust enough to protect consumers.

First, at least fifty percent of the Council's membership must consist of representatives of
automobile manufacturers. Although NHTSA, the Department of Defense, and the National
Institute of Standards and Technology would have seats on the Council, it appears that all other
stakeholders, including consumer advocates, security researchers, other automotive industry
members, and others would be limited to one member.” Because any best practices approved by
the Council will be “by a simple majority of members,” manufacturers alone could decide what

best practices would be adopted.

" Arguably, such a move would be out of step with direction of other industries, in which many
companies pay “bug bounties™ to researchers who discover software vulnerabilities, to encourage
researchers to report the vulnerabilities in a manner that allows companies to fix them. See, e.g., AT&T,
AT&T Bug Bounty Program, available ar hitps://bugbounty.att.com/ (last visited Oct. 18, 2015);
Microsoft TechNext, Microsoft Bounty Programs, available at https:/technet.microsoft.com/en-
us/library/dnd25036.aspx (last visited Oct. 18, 2015); Mozilla, Bug Bounty Program, available at
https://www.mozilla.orglen-US/security/bug-bounty/ (last visited Oct. 18, 2015); United, United Alirlines
Bug Bounty Program, available at https://www.united.com/web/en-US/content/Contact/bugbounty.aspx
(last visited Oct. 18, 2015).

" Notably, despite the fact that a company will enjoy immunity from FTC Act liability if its plan is
approved by the NHTSA Administrator, the FTC does not have a seat on the Council.
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Second, the discussion draft contains eight areas the best practices “may” — not must —
cover. If the discussion draft required each of the eight areas to be addressed, it would at least
create a minimum standard that the best practices would have to meet. However, the discussion
draft does not do that. The Council — the majority of members of which are auto manufacturers
— will decide the appropriate areas for best practices.

Third, a key component of data security is the need to update practices in light of
emerging risks and technologies. The discussion draft requires the Council to meet annually to
review the best practices, but leaves it up to the Council to adopt additional best practices “as
necessary” in subsequent years, which could mean that risks are not addressed in a timely
fashion. The discussion draft allows, but does not require, manufacturers to submit updated
plans if they choose to modify their plans.

Fourth, although the statute requires NHTSA Administrator approval of a plan submitted
by a manufacturer, NHTSA has little discretion in this regard. The Administrator may only
reject a plan if he or she “demonstrates by clear and convincing evidence” that the plan is not
consistent with the best practices adopted by the Council. This is too high a review standard, and
would likely result in the approval of plans that may meet the bare minimum best practices on
paper, but are in practice not appropriately tailored to foreseeable, evolving threats.

Finally, the proposed safe harbor is so broad that it would immunize manufacturers from
liability even as to deceptive statements made by manufacturers relating to the best practices that
they implement and maintain. For example, false claims on a manufacturer’s website about its
use of firewalls, encryption, or other specific security features would not be actionable if these

subjects were also covered by the best practices.
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In sum, the Commission understands the desire to provide businesses with certainty and
incentives, in the form of safe harbors, to implement best practices. However, the security
provisions of the discussion draft would allow manufacturers to receive substantial liability
protections in exchange for potentially weak best practices instituted by a Council that they
control. The proposed legislation, as drafted, could substantially weaken the security and
privacy protections that consumers have today.

M. CONCLUSION

Thank you for the opportunity to provide the Commission’s views on the privacy and

cybersecurity provisions of the discussion draft. We look forward to continuing to work with the

Subcommittee and Congress on this critical issue.
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Mr. BURGESS. The gentlelady yields back. The chair thanks the
gentlelady. I thank you both for your testimony, and we will move
to the question-and-answer portion of the hearing. And to begin, I
will recognize myself for 5 minutes.

Ms. Mithal, let me just ask you to clarify because I don’t think
it was in the written statement that I had available to me last
night. You mentioned that there would be one of your Start With
Security business education initiatives in Austin, Texas. Is that
correct?

Ms. M1THAL. That is correct.

Mr. BURGESS. And what was the date that you gave for that?

Ms. MiTHAL. November 5.

Mr. BURGESS. Very well. So for the benefit of our C-SPAN audi-
ence, I just wanted to repeat that because, although my congres-
sional district is a little north of Austin, it obviously will affect peo-
ple in my State.

Dr. Rosekind, thank you for being here. Thank you for always
being very generous with your time and very forthcoming whenever
there are questions. Thank you for opening up the doors of the Na-
tional Highway Traffic Safety Administration to committee mem-
bers to come and visit with you and see the good work that you
and the men and women employed there, the good work that you
are doing.

I do have a copy of the inspector general’s audit report. I am sure
you are familiar with it. The inspector general’s report was issued
in June of this year. Can you take just a moment and go through
which recommendations have been implemented?

Mr. ROSEKIND. Certainly. And just as context I will be clear that
one of the things we did was actually commit to fulfilling all 17 rec-
ommendations within a year, of which the inspector general made
sure I understood that is never done, to actually make that kind
of commitment. And we actually gave a schedule. I mention that
because the first one has been completed 2 weeks ahead of sched-
ule and we are on schedule for all the other 16 at this point.

Mr. BURGESS. Very well. Can you briefly describe the operations
for the council of vehicle electronics, vehicle software, and emerging
technologies, that council that is being set up at NHTSA?

Mr. ROSEKIND. The current—I am sorry. I am just trying to clar-

ify——
Mr. BURGESS. Is there a council for vehicle electronics at
NHTSA?

Mr. ROSEKIND. We have an office.

Mr. BURGESS. An office?

Mr. ROSEKIND. Yes. Right.

Mr. BURGESS. OK.

Mr. ROSEKIND. And I am just trying to get my bearings here. So
in 2015 actually—and we can send it to you—we published NHTSA
and Vehicle Cybersecurity, and what that did was talk about what
we have been doing in this arena. And so it actually describes how,
starting in 2012, we reorganized our offices to have a specific office
that addresses that with specific people looking at the
cybersecurity issues related to electronic controls in vehicles.

Mr. BURGESS. And is there a separate office for vehicle software?

Mr. ROSEKIND. That is in that electronic vehicles
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Mr. BURGESS. Contained?

Mr. ROSEKIND [continuing]. control, correct. And we have seven
people in D.C. and three at our Ohio Vehicle Research and Testing
Center that is there.

Mr. BURGESS. And who leads that office or that council?

Mr. ROSEKIND. Well, right now, the Associate Administrator Nat
Beuse is the technical lead on that.

Mr. BURGESS. And that also includes the Center for Emerging
Technologies at NHTSA?

Mr. ROSEKIND. Correct.

Mr. BURGESS. Is there a mission statement that has been pub-
lished for that office or that council?

Mr. ROSEKIND. I don’t know if there is a specific mission state-
ment for that office, but all of that would be in the 2015 NHTSA
and Vehicle Cybersecurity that we will send you.

Mr. BURGESS. If you were to give us a thumbnail of what the
mission of that office is, could you do that?

Mr. ROSEKIND. Sure. You know, in 2012 I think this was trying
to look ahead. What has been interesting for me is everyone saying
this is an issue now. NHTSA has been on this for at least 3 years,
starting with a structural change to the agency that would at least
have focused people looking at this.

And they are looking at policy, testing, research, and having con-
tinual interactions with the industry to make sure that we are up
on whatever the latest things are people are thinking about.

Mr. BURGESS. Now, Ms. Mithal, let me just ask you. Does the
Federal Trade Commission currently coordinate with the National
Highway Traffic Safety Administration on data privacy and secu-
rity?

Ms. MITHAL. We do, yes. So, for example, we have had several
meetings with NHTSA staff. We also commented on their report on
vehicle-to-vehicle communications last year.

Mr. BURGESS. Let me just take a minute. Dr. Rosekind, this may
not be entirely within your area, but I mean you are aware that
another subcommittee held a hearing on the Volkswagen emission
problem and the defeat device. Do you know, what are the stand-
ard allowable nitrous oxide emissions under current EPA guide-
lines? We were told in the other subcommittee that 10 to 20 to 40
percent more than was allowable. Can you actually give me a fig-
ure in grams or liters what is allowable under nitrous oxide emis-
sions?

Mr. ROSEKIND. I can make sure we send you a technical report
so I can give you a specific number.

Mr. BURGESS. That would be great. And I would also like the in-
formation as to what that was in calendar year 2000 just as a ref-
erence point. Would that be possible?

Mr. ROSEKIND. You bet.

Mr. BURGESS. All right. Thank you very much. I will yield back
and recognize the ranking member of the subcommittee Ms.
Schakowsky 5 minutes for questions, please.

Ms. SCHAKOWSKY. Thank you.

I would actually like the victims or the families of the GM switch
failure to at least raise their hands so we know where you are. I
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want to thank you very much for coming today. I know this is of
great interest to you.

I have a question for Dr. Rosekind. So this draft would require
NHTSA to coordinate with auto manufacturers before publishing
notice of any vehicle defect or noncompliance. I am concerned about
how this would affect NHTSA’s ability to independently determine
that a recall is necessary and notify the public if the affected man-
ufacturer disagrees. It seems as though a manufacturer could ob-
struct the notification process at least temporarily by failing to sub-
mit the affected vehicle identification numbers.

So let me ask you, Dr. Rosekind. How would requiring NHTSA
to coordinate with manufacturers before publishing a notice of a
defect present a risk to NHTSA’s ability to issue recalls when nec-
essary

Mr. ROSEKIND. And I would like to handle this actually from two
angles. One is what you are highlighting. This actually addresses
NHTSA-initiated actions. Why that is important is because many
of the recalls that occur are initiated by the automakers. They
identify something; they move forward. A NHTSA-initiated recall is
because they have denied the need to do that, and we have had to
have the action. And so the concern is, as at least currently draft-
ed, basically the time line and control of that would be basically
under the control of the person who created the defect.

But I think the other part really has to do with withholding the
safety information. I mean this committee, we have heard you. It
is really frustrating to put the information out and not have the
supply of parts ready, et cetera. But I can’t imagine any of us sit-
ting here knowing that we had safety defect information, holding
it back, and then having somebody lose their lives due to that de-
fect when we had the information. I mean that has been part of
what we have done from the beginning is make sure people get to
make that choice, not the government, that if they have that infor-
mation, they get to choose what they would like to do, including
park their car or get a rental or do whatever else.

So one has to do with the control and time line; that would be
the manufacturer. But the other I think is for us just to think
about the potential delay in providing information which clearly we
would rather do as soon as we have it.

Ms. SCHAKOWSKY. Thank you. It is clear that the ability to move
quickly, then, in situations in which a vehicle defect poses a serious
public safety risk, perhaps even the life of someone is essential, but
NHTSA currently has no authority to take emergency action. That
is why in the legislation that Mr. Pallone and I have introduced,
the Vehicle Safety Improvement Act, includes imminent hazard au-
thority, which gives the Administration the ability to step in and
issue a recall in cases where a defect substantially increases the
likelihood of serious injury or death.

So how would this imminent hazard authority be helpful to
NHTSA in carrying out its mission to reduce deaths, injuries, and
economic loss resulting from motor vehicle crashes?

Mr. ROSEKIND. And thank you, Congresswoman, for identifying—
we don’t want to go from withholding information. We actually
think we need to be in the other direction, which is what you have
highlighted. There is a gap. Other safety regulators have it. Immi-
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nent hazard would have allowed us to get the Takata airbag infla-
tors off years before. And that authority, which, again, others al-
ready have, it not available currently to NHTSA.

Ms. SCHAKOWSKY. Some of my colleagues have noted today traffic
deaths rose by 14 percent in the first 6 months of 2015. Injuries
have risen by 30 percent since 2014. I am concerned that this draft
bill would put more strain on NHTSA and its already over-stressed
resources without actually improving safety. According to one esti-
mate, the number of vehicles on U.S. roads grew by nearly 4 mil-
lion vehicles from 2013 to 2014.

Meanwhile, NHTSA’s budget has remained relatively flat over
the past few years. Appropriations for fiscal year 2016 continue
that trend, coming in more than $70 million short of NHTSA’s re-
quest.

So, Dr. Rosekind, do you believe that stagnant funding for
NHTSA has made it harder for the Administration to do its job of
keeping unsafe vehicles off the road?

Mr. ROSEKIND. There is no question. The last time I appeared be-
fore you I made the comment, “give us more resources; we will give
you more safety.” The equation is very straightforward. If you give
us more requirements at the same resources, you will get less safe-
ty.

Ms. SCHAKOWSKY. This draft calls on NHTSA to conduct at least
eight new reports and studies without providing any additional
funding. Would you expect additional reports and studies to require
a diversion of resources from other NHTSA programs?

Mr. ROSEKIND. Absolutely. We need the technical and other re-
sources to produce these kinds of reports.

Ms. SCHAKOWSKY. Thank you. I yield back.

Mr. BURGESS. The gentlelady yields back. The chair thanks the
gentlelady.

The chair recognizes the vice chair of the subcommittee, Mr.
Lance, 5 minutes for questions, please.

Mr. LANCE. Thank you, Mr. Chairman.

Good morning to you both.

The state motor vehicle agency in New Jersey has contacted me,
and I think this is a concern of various state agencies. There is a
section directing motor vehicle agencies to notify drivers of open re-
calls on their vehicles when they are renewing registration, and in
New Jersey, that is once a year and I presume that is true in other
states as well. And there is some concern at the state level that
this would put an undue burden on the various states.

I certainly understand the benefit in increasing notification and
recall remedy rates, and we all favor that. However, I do share
some of the concerns of the agency in New Jersey. And could you
please, Dr. Rosekind, comment on the feasibility of your agency’s
coordinating with state agencies to ensure they are able to have
the information necessary to inform drivers of open recalls on vehi-
cles within their states.

Mr. ROSEKIND. And, Congressman, you just used the word, which
is the feasibility. And NHTSA held a Retooling Recalls day event
to see how do we increase to 100 percent? Automakers have been
doing research to understand not just about recalls, how do we get
remedies. But you have hit on the concern. There is no technology.
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Nobody knows the cost. Nobody knows the procedures to use DMVs
to get this information out.

It is a great concept. There is super touchpoint to get to people.
The question is how to do it. And that is why in GROW AMERICA
the suggestion was for a pilot study to figure it out and make sure
that it would actually be effective.

Mr. LANCE. And I presume the pilot study would be with one or
several of the various jurisdictions. And is there anticipation as to
how that pilot study would occur, Dr. Rosekind?

Mr. ROSEKIND. Yes. Some of that is outlined in GROW America,
and it involves two states. And just the things that I mentioned,
which is we need to figure out the technology, what would be the
procedures, what would be the cost. You do a pilot and a couple
studies obviously with your view to how you would scale it for the
country, with does it even work that way or not?

Mr. LANCE. Is it typical in the states that a vehicle registration
is once a year or are there multiyear registrations in some of the
states?

Mr. ROSEKIND. I believe it is annual. If there is an exception, I
can find that out for you.

Mr. LANCE. Thank you very much.

Under the legislation, automakers would be required to take rea-
sonable steps to ensure that other entities adhere to the auto-
makers’ privacy policies. And the automakers’ privacy policies, as
applied to automakers, would not be subject to FTC jurisdiction.
What about the privacy policies of other entities that would poten-
tially have to adhere to the automakers’ privacy policy? So I re-
quest any comments you might have on that.

Ms. MITHAL. Sure. So it appears from a read of the bill that the
safe-harbor-from-FTC action would apply to the manufacturers. So
I would believe that we would still have the authority to go after
other entities under Section 5 of the FTC Act.

Mr. LANCE. Thank you very much. I yield back the balance of my
time, Mr. Chairman.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back. The chair recognizes the gentleman from New dJersey,
Mr. Pallone, 5 minutes for questions, please.

Mr. PALLONE. Thank you, Mr. Chairman.

High-tech vehicle safety technologies are expected to save thou-
sands of lives per year once they are in broad use, and a NHTSA
report estimates that two types of V2V technology alone could pre-
vent more than 300,000 crashes. I am concerned, however, that in
spite of the benefits of these technologies, Title V of this bill is
based on a false tradeoff: vehicle safety instead of environmental
safety. Sections 502 and 503 would exchange greenhouse gas emis-
sions and fuel economy credits for manufacturers installing ad-
vanced safety technology and V2V in new cars. Particularly in light
of the shocking emission fraud scandal surrounding Volkswagen, I
am worried of any opportunity for automakers to avoid complying
with environmental regulations.

So let me start, Dr. Rosekind, I understand that NHTSA is al-
ready working with auto manufacturers on including advanced
safety technology in more vehicles, is that correct?
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Mr. ROSEKIND. Yes. And if I could just—two things. One is Sec-
retary Foxx has asked us to accelerate anything that is a new life-
saving technology. And so the vehicle-to-vehicle proposed rule for
2016 will actually get out at the end of this year. And, yes, I think
we need to acknowledge 10 manufacturers came forward and made
a commitment to make automatic emergency braking standard on
all their vehicles. That was without any mandates.

Mr. PALLONE. So the proposed rule you mentioned would require
all manufacturers to make their vehicles V2V-enabled?

Mr. ROSEKIND. Correct.

Mr. PALLONE. And that you said by the end of the year?

Mr. ROSEKIND. The proposal will be out by the end of the year.

Mr. PALLONE. And then you said manufacturers are already in-
stalling these advanced technologies in their cars. Are there other
incentives such as revising NCAP that you are considering to get
these technologies deployed to all cars and not just the luxury cars?

Mr. ROSEKIND. There are three tools. We like to use all of them.
Rulemaking is one of them. NCAP, the New Car Assessment Pro-
gram, which is under review right now, more to talk about that in
the near future. But I am also highlighting these 10 auto manufac-
turers who came together basically with ITHS, the Insurance Insti-
tute for Highway Safety, and NHTSA to do this on their own.
These are three different tools. And I really have been pushing col-
laboration and the opportunity to expedite and expand safety be-
yond the minimums that we get from rulemaking.

Mr. PALLONE. So again, a requirement that V2V be installed in
every new vehicle is already in the pipeline, and you said that the
Insurance Institute for Highway Safety already requires—I don’t
know if you mentioned this—requires the vehicle to be equipped
with certain advanced safety technologies to qualify for its top safe-
ty ratings. Is that correct?

Mr. ROSEKIND. That is correct.

Mr. PALLONE. And then you said you worked with ITHS to get
certain commitments on technologies for manufacturers?

Mr. ROSEKIND. Correct. And in January we announced that auto-
matic emergency braking is being added to NCAP, and there are
further changes that are coming soon.

Mr. PALLONE. OK. I think most consumers would like to have a
car that is both fuel efficient and safe. That makes sense. Do you
support giving automakers CAFE credits for installing advanced
automotive technologies?

Mr. ROSEKIND. I think the general principles that I stated are
pretty important here. The American public expects both safety
and public health. And the second part is I really hope that the
manufacturers have enough incentive for lifesaving technologies.
Those are going to be the lives they save and the injuries they pre-
vent by putting those advanced technologies in their vehicles.

Mr. PALLONE. So do you want to give me an opinion, though,
whether you like or support this idea of giving the automakers the
CAFE credits because they install these advanced auto tech-
nologies?

Mr. ROSEKIND. And we will provide sort of detailed technical
analysis on that, but we don’t think there should be a compromise.
You should be able to get safety and public health and environ-
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mental concerns addressed because I think the incentives are al-
ready there: save lives, prevent injuries. That should be the highest
incentive that anybody needs to add advanced technologies.

Mr. PALLONE. All right. I appreciate that.

What impact would the Corporate Average Fuel Economy, or
CAFE, credit provision in this draft have on vehicle fuel economy?
And how might that affect consumers who buy these new cars? Do
you want to comment on that? In other words, what impact would
the CAFE credit provision have on vehicle fuel economy?

Mr. ROSEKIND. The credit?

Mr. PALLONE. Yes.

Mr. ROSEKIND. I am not sure it would change the levels of what
are actually covered under fuel efficiency may not change. It is
more really the incentivizing, I think, that is part of that proposal.

Mr. PALLONE. And so do you want to venture a guess as to how
it would affect consumers who buy these new cars?

Mr. ROSEKIND. Yes. That is the sort of thing I think we need a
little bit more time to technically—these are very good questions,
but I think we would want to get a little more detailed before tak-
ing a specific position on them.

Mr. PALLONE. Yes. All right. Well, thanks a lot. I appreciate it.

Thank you, Mr. Chairman.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

The chair recognizes the gentleman from Kentucky, Mr. Guthrie,
5 minutes for your questions, please.

Mr. GUTHRIE. Thank you, Mr. Chairman. I appreciate it.

Dr. Rosekind, did NHTSA or the Department of Transportation
participate in the development of the NIST cybersecurity frame-
work, and will it participate in future iterations of that framework?

Mr. ROSEKIND. We have ongoing interactions with all kinds of
government agencies, including NIST and DOD, et cetera. So we
are always involved pretty much in at least participating, as well
as having them participate in our activities.

Mr. GUTHRIE. OK. Are there ways that NHTSA could currently
participate or facilitate industry efforts to develop best practices for
automotive cybersecurity?

Mr. ROSEKIND. Yes. And in fact, if you look at the model of hav-
ing the 10 manufacturers come together to work on AEB as stand-
ard, it is a model to be applied across all kinds of issues, including
cybersecurity. And so everybody has already read the Secretary is
planning on having a meeting with the CEOs about the safety con-
cerns that we have all been reading about, and he has specifically
identified both safety and cybersecurity to talk to those CEOs
about.

Mr. GUTHRIE. OK. And then another question kind of follows
what you just said. Has NHTSA and the auto industry had discus-
sion on best how to apply the NIST cybersecurity risk-management
framework to the development of automotive security?

Mr. ROSEKIND. Yes, those discussions have begun.

Mr. GUTHRIE. Thank you.

And then, Ms. Mithal, by what standard does the FTC determine
if auto manufacturers have tested the security of cars appropriately
before putting them on the market?



32

Ms. MITHAL. Sure. So our standard is Section 5 of the FTC Act,
which prohibits unfair or deceptive practices. So if a company
makes a misrepresentation about a security practice, then we can
take action.

An unfair practice is one that causes or is likely to cause sub-
stantial consumer injury not outweighed by the benefits to competi-
tion and not reasonably avoidable by consumers. So, in essence, it
is a cost-benefit analysis. So there is no such thing as perfect secu-
rity, but what we do require is reasonable security.

Mr. GUTHRIE. Reasonable security, thank you. And then in your
testimony you discuss the FTC’s Start With Security, a business
initiative. Can you discuss how that should be applied to car com-
panies and others involved in the connected car space?

Ms. MITHAL. Sure. So I can give a couple of examples. So one ex-
ample that we give in the Start With Security business guidance
is that companies should test products before they launch them as
opposed to launching the products first and then seeing about prob-
lems later. So it is something that we call security by design.

Another thing we talk about in our Start With Security guidance
is having a vehicle to accept vulnerability reports so that compa-
nies can have their ears to the ground and know of security re-
search that is out there and evolving threats and emerging issues
in their devices——

Mr. GuTHRIE. OK. Thank you.

Ms. MITHAL [continuing]. Including cars.

Mr. GUTHRIE. I appreciate it. I appreciate your answer.

That is all I have, Mr. Chairman. I yield back.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

The chair recognizes the gentleman from Massachusetts 5 min-
utes for questions, please.

Mr. KENNEDY. Chairman, Doctor, thank you very much. To the
panelists, thank you very much for your testimony here today. And
I want to thank the chairman for calling the hearing.

Many of today’s cars contain a range of navigation, telematics,
and event data recording systems, among others, that all have the
ability to record driving history information. Auto manufacturers,
other third parties also have access to this wealth of information.
It is a bit concerning to me, candidly, and I am sure it concerns
a number of other consumers as well. People want to know that
their data is being kept safe and being kept private, and at least
when it is used, being used with their consent.

So, Dr. Rosekind, I was hoping that you might be able to start
the discussion. The data privacy provision in this discussion draft
would require that car companies submit privacy policies to
NHTSA, but it does not give NHTSA any authority to recommend
changes or to set a standard for acceptable policies. Is that how you
read the legislation as well?

Mr. ROSEKIND. That is how we read it, yes.

Mr. KENNEDY. So do you think consumers could be or should be
concerned that there is no ability for NHTSA to recommend any
changes?
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Mr. ROSEKIND. I think the public expects and wants NHTSA both
to regulate and set guidelines, not the manufacturers, to what the
standards are that protect the traveling public.

Mr. KENNEDY. And, Ms. Mithal?

Ms. MITHAL. Yes, I think there are concerns that, although the
bill prescribes certain requirements to be placed in privacy policies,
it may not require the companies to follow them or it may not pro-
vide enforcement mechanisms to require the companies to follow
those guidelines.

Mr. KENNEDY. So that is where we are going. It is my under-
standing that under the draft bill, an automaker will receive pro-
tection from civil penalties and FTC enforcement simply by pro-
viding NHTSA with a privacy policy that addresses the required
items in the draft such as whether or not the automaker collects,
uses, or shares data, and whether the consumer has any choice re-
garding the collection or use. It will not matter how a given com-
pany chooses to address those items, though.

So, as I read Section 301, a carmaker can hypothetically submit
a privacy policy to NHTSA, violate that policy, and still be pro-
tected from FTC enforcement. It means that a carmaker can make
promises to consumers about protecting their data, break those
promises, and suffer no consequences under Section 5 of the FTC
Act. So, Ms. Mithal, is that your understanding of how this system
is set up under the draft legislation?

Ms. MITHAL. That is our understanding and it is a real concern.

Mr. KENNEDY. Do you think the bill provides sufficient incentives
for automakers to create and adhere to the strong data privacy pro-
visions for consumers?

Ms. MiTHAL. No. Unfortunately, no.

Mr. KENNEDY. So if we have a situation where a car company
claims to have expansive privacy policies to protect consumer data
and then violates those policies, isn’t that an unfair incentive prac-
tice?

Ms. MITHAL. Yes, it would be, and that would be something that
the bill would strip the FTC’s authority over.

Mr. KENNEDY. Thank you. I also have some additional questions
about the anti-hacking provision, which would create a civil pen-
alty from gaining unauthorized access into a vehicle’s data or crit-
ical system. While we can all agree that we would like to prevent
bad actors from accessing our car’s control systems, some observers
have expressed concerns about penalizing independent researchers,
or so-called white-hat hackers, who hack into vehicles’ systems to
draw attention to vulnerabilities or to conduct tests. In the past 6
months alone, these types of researchers made headlines by uncov-
ering massive vehicle emissions fraud in Volkswagen and exposing
vulnerabilities in a Jeep by controlling it remotely via the internet.

We also heard from several small local auto repair shops that
they think they could be precluded from accessing important infor-
mation they needed to effectively repair cars. They suggest that
non-auto dealers repair up to 80 percent of all cars that are not
still under warranty.

So, Ms. Mithal, do you have any thoughts on that provision? In
particular, from your expertise in reviewing data security cases,
could you envision a scenario where information could be siloed so
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that repair shops could get enough information to repair cars but
not fiddle with, say, emergency brakes?

Ms. MITHAL. So let me be clear. We agree that there should be
civil penalties for malicious hackers, but we are concerned that this
bill would disincentive legitimate security researchers who respon-
sibly contact companies, suggest that they fix those vulnerabilities,
and companies fix those vulnerabilities to help consumers. And so
we believe that the bill would create an impediment to that. On the
auto repair issue, I would defer to NHTSA on that issue.

Mr. KENNEDY. So you mentioned this a little bit. Can you discuss
the importance of those researchers to your data security work?

Ms. MITHAL. It is very important. Often, it is the white-hat hack-
ers and security researchers that are bringing these problems to
the attention of both the car manufacturers and regulators like the
FTC.

Mr. KENNEDY. And do you have any idea on how to make that
distinction between white-hat and black-hat so to speak?

Ms. MiTHAL. I think that is something that will require very
careful drafting, and we look forward to working with this sub-
committee on that.

Mr. KENNEDY. Great. Thank you. I yield back.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

The chair recognizes the gentlelady from Tennessee, Mrs.
Blackburn, for 5 minutes for questions, please.

Mrs. BLACKBURN. Thank you, Mr. Chairman.

OK. Let’s stay with this regulation issue. And one of our con-
cerns is a dual regulation, because as you all may or may not be
aware, we have kind of grappled with this. And, Ms. Mithal, I
know that you are with privacy in the internet space with the FCC
trying to get in on top of the FTC jurisdiction. And that has caused
a tremendous amount of confusion.

So let me go right where Mr. Kennedy was and let’s talk about
the way you have got a manufacturer that can get the safe harbor
and then avoid that Section 5 enforcement if the manufacturer is
meeting those requirements that are listed.

Now, NHTSA already handles the issue of privacy in the auto-
motive space, and so what we want to do is avoid this confusion
and this dual regulation. So is the FTC going to honor the recogni-
tion that NHTSA has this lead, and are they going to honor the
safe harbor provision and act in good faith when they are reviewing
these manufacturers’ privacy policies and making certain that they
meet those requirements?

Ms. MiITHAL. So if I can make two points in response to your
question?

Mrs. BLACKBURN. Sure.

Ms. MITHAL. First, the concern is that the safe harbor is too
broad in many respects. One example is that the privacy policy re-
quirements only apply to vehicle data collected from owners, rent-
ers, or lessees. So, for example, if a manufacturer makes a mis-
representation on a Web site that applies to shoppers about how
they are collecting shoppers’ data, that wouldn’t be covered by the
privacy policy but the FTC couldn’t bring action. So we have con-
cerns about the breadth of the safe harbor.
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Putting aside that, we work very well with NHTSA and we sup-
port the goal of avoiding overlapping and duplicative requirements.
But at the same time, I think NHTSA and the FTC have different
focuses. So, for example, NHTSA does recalls and we defer to their
expertise in car safety issues. At the same time, we have the ability
to get equitable relief against companies that don’t maintain pri-
vacy and security of consumers in the form of, for example, imple-
menting a security program, getting outside audits, in some cases
disgorgement and redress. So we think that both agencies bring
particular expertise to bear and can bring different remedies to the
issue.

Mrs. BLACKBURN. And you are committed to making certain that
we draw the lines here so that we don’t end up with a dual regula-
tion or with confusion——

Ms. MITHAL. Exactly.

Mrs. BLACKBURN [continuing]. Much of which exists—you all
have borne the brunt of this if you will.

Ms. MiTHAL. That is exactly right. I think——

Mrs. BLACKBURN. And consumers have been quite confused about
the reach of the FCC and the FTC and is it diminishing your juris-
diction.

So as we look at this issue and knowing that cars are going to
be more interconnected, not less, that they are going to be more
computerized, not less, that you are going to have more data and
people are going to say what are you doing with the data? How do
you turn that into usable information? Then, this is something that
should be cleaned up and handled appropriately on the front end.

Administrator Rosekind, I want to come to you for a couple
things. How is NHTSA addressing the data collection practices of
automakers and others in the automotive space? What kind of for-
mal guidance are you currently giving? Have you laid that out?
And what do you intend to do? Because we all know you can’t be
technology-specific if you will. You are going to have to umbrella
this}.1 So speak for just a moment before we run out of time. Speak
to that.

Mr. ROSEKIND. And I can just very quickly tell you some of those
are already clearly outlined, things like the electronic data record-
ers that exist. There are privacy concerns there. They, for example,
don’t actually collect anything about the drivers. So that is just
more a communications issue.

I think what we are now talking about is a lot of new areas that
we are just understanding because our cars are computers. And I
think you have highlighted something really important. It is going
to actually require increased collaboration between our agencies for
us to be able to apply our expertise so we make sure we protect
people, and when there are malicious attempts to go after that
data, we have ways to keep people protected.

Mrs. BLACKBURN. Well, I appreciate that. And we know that the
data collection practices from the automakers and others in the in-
dustry can be used to provide some increased safety protocols. And
I think consumers are interested in that, but they want to guard
their privacy and they want to make certain that the data that is
there is useful information, it is utilized in an appropriate way.

I yield back.
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Mr. BURGESS. The gentlelady yields back. The chair thanks the
gentlelady.

The chair recognizes the gentleman from North Carolina, Mr.
Butterfield, 5 minutes for questions.

Mr. BUTTERFIELD. Thank you, Mr. Chairman, and let me thank
the two witnesses for their testimony. I have been watching you
intermittently on television, and both of you look good on tele-
vision. So thank you very much.

Mr. Chairman, I would like to focus my questions on the rental
car safety bill that I introduced with the support of Ranking mem-
ber Schakowsky and Congresswoman Capps, H.R. 2198. The com-
panion legislation passed the Senate with bipartisan support as
part of the Senate’s highway bill, and it is supported by the rental
car industry. Many of them are here today, consumer organizations
and General Motors and Honda and others. It would ensure that
rental car companies fix recalled vehicles in their fleets before rent-
ing or selling them.

And so let me ask you, Mr. Administrator—thank you for coming
today. Some opponents of the rental car safety legislation have said
that rental car companies should be allowed to rent or sell
unrepaired defective recalled cars unless the manufacturer has spe-
cifically issued a do-not-drive warning. Is there any federal stand-
ard for when a do-not-drive warning must be issued?

Mr. ROSEKIND. Thank you for pointing that out because that do-
not-drive is issued by the manufacturer, not NHTSA. So they are
determining whether or not the criteria would be to allow that to
occur under rental or used car. So that happens extremely rarely.

Mr. BUTTERFIELD. So state again for the record who decides
when such a warning is issued?

Mr. ROSEKIND. The manufacturer who has the defect that has
l(oieen created in the vehicle is the one who determines the do-not-

rive.

Mr. BUTTERFIELD. OK. Can you give us some examples of defects
where a do-not-drive warning was not issued by the manufacturer?
For example, has any manufacturer issued a do-not-drive warning
for Takata airbags?

Mr. ROSEKIND. That would be the example that I would give,
given that that is the largest recall in auto history for sure and
maybe the United States. There is no do-not-drive out on any
Takata airbag inflator recall.

Mr. BUTTERFIELD. Thank you. That is what I needed to get into
the record, Mr. Chairman. Thank you. I yield back.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

The chair recognizes the gentleman from Houston, Texas, Mr.
Olson, 5 minutes for questions, please.

Mr. OLsoN. I thank the chair.

Welcome, Dr. Rosekind and Ms. Mithal.

When I started driving in 1978, vehicle safety depended upon
turning wrenches and sockets, and now it is all about keyboards
and electronics.

My first question is for you, Dr. Rosekind. In NHTSA’s view,
should cybersecurity weaknesses be treated the same way as tradi-
tional vehicle safety defects? If so, what federal motor safety stand-
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ards is NHTSA using to make that determination? If not, how is
this addressing cybersecurity weaknesses in vehicles?

Mr. ROSEKIND. So there are actually a few questions in there and
I will try to go to the core. You are right—things have changed dra-
matically. And the Secretary and NHTSA are really excited about
seeing technology innovations accelerate our work in safety. But
cybersecurity is one of the areas that is going to take a collabora-
tion across government to manufacturers and others who under-
stand cybersecurity to figure out what needs to get done.

We have all kinds of tools from rulemaking to all kinds of vol-
untary efforts that manufacturers want to do, so we have to abso-
lutely acknowledge that the Information Sharing and Analysis
Center, or ISAC, was created by the automakers to make sure that
they could get together and identify and share information, a crit-
ical element.

I keep pointing out that you can ask for all the regulation you
want, but in cybersecurity, nimble and flexible is critical. By the
time your regulations come out, it is probably 10 versions too late
of what needs to get done. We are going to have to identify current
and new tools to deal with this issue going into the future.

Mr. OLSON. Is this using the NIST cybersecurity framework to
guide its work in keeping vehicles safe?

Mr. ROSEKIND. That is one source, but we have been in contact
with a full range, DOD, Homeland Security, DARPA, anybody that
has expertise, including private technology companies of course
that have done protection for our mobile phones and other ele-
ments. So we are in contact with the full range of trying to learn
from them and how we can apply it to cybersecurity in the auto
industry.

Mr. OLSON. And about data collection, Dr. Rosekind, Section
4109(a) of the GROW AMERICA Act would prohibit the rental of
a vehicle by a rental company if there is an open recall. I have a
few questions regarding data collection attributed to this policy
change in the highway bill. How many lives did NHTSA estimate
will be saved if every rental vehicle under open recall is grounded
by rental companies, as required by Section 4109(a) of the GROW
AMERICA Act?

Mr. ROSEKIND. And I will get you that analysis. As part of our
technical assistance in supporting your efforts here, we will get you
that analysis for both used, as well as rental cars.

Mr. OLsSON. How about injuries? How many injuries did NHTSA
estimate will be prevented if the rental car grounding requirement
in Section 4019(a) is enacted?

Mr. ROSEKIND. And we will include both fatalities and injuries
and, if we can, crashes in that analysis for you.

Mr. OLSON. Thank you. And, Ms. Mithal, how many data secu-
rity cases has the FTC brought against car companies in the last
5 years? Any idea?

Ms. MITHAL. We have not brought any connected-car cases. We
have brought about 55 general data security cases in a variety of
sectors from retail to healthcare to mobile apps to internet-con-
nected cameras. I believe all the principles that those cases stand
for apply equally to connected cars.

Mr. OLSON. So zero for cars so far?
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Ms. MITHAL. Correct.

Mr. OLsoN. OK. What is the Commission’s expertise with respect
to the security of critical safety systems in vehicles? Are there dif-
ferences in how critical safety systems in vehicles and should be
treated compared to other critical infrastructures?

Ms. MITHAL. So our focus has been on process, so all of our 55
cases stand for the lesson that companies need to implement proc-
esses upfront to make sure to protect against security violations.
So, for example, companies, including car companies, need to hire
people responsible for security. They need to conduct risk assess-
ments. They need to oversee their service providers. They need to
keep abreast of technologies surrounding them and emerging tech-
nologies that affect their areas. And that is very consistent with
the NIST cybersecurity framework approach.

Mr. OLSON. And as Dr. Rosekind mentioned, we have to be very
nimble because this changes like that, and we have to keep up with
these changes.

I yield back, my friend. Thank you.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

The chair recognizes the gentlelady from California 5 minutes for
questions, please.

Mrs. CapPs. Thank you, Mr. Chairman, for holding this hearing
and granting my request to participate.

The draft legislation before us, it touches on many issues, and I
want to continue to explore the topic brought up by my colleague—
well, actually, the two last questioners, Mr. Butterfield in par-
ticular—the critical issue that has been omitted from the draft:
rental car safety.

In 2004, two young sisters, Raechel and Jacqueline Houck, were
killed when their rented Chrysler PT cruiser caught fire and
crashed. The sisters were returning home after visiting their par-
ents just outside my district in Ojai, California, and had no idea
that the car they were driving was subject to a safety recall that
had not been fixed, nor acknowledged, before the rental company
gave them this car. Despite receiving the safety recall notice a
month before renting them the car, the rental company failed to
get the free safety repairs done.

While federal law prohibits car dealers from selling new cars
subject to recall, there is no similar law to stop rental car compa-
nies from running out dangerous recalled cars. This is a clear safe-
ty oversight and one that can and must be fixed, and that is why,
as has been acknowledged, I introduced bipartisan legislation H.R.
2198 with my colleagues Walter Jones, Ms. Schakowsky, Mr.
Butterfield to close this loophole. Our commonsense bill would sim-
ply fix federal law to prohibit rental car companies from renting or
selling recalled cars.

The bill is strongly supported by the rental car industry, con-
sumer safety groups, General Motors, Honda, and others. The bill
did pass the Senate as part of the DRIVE Act. And a Change.org
petition to pass the bill recently started by Raechel and Jackie’s
mother, Cally Houck, has been signed by nearly 150,000 consumers
across the country, yet I am disappointed this issue is not even
mentioned in the draft we are considering today.
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Administrator Rosekind, I know NHTSA and the Administration
have been working to address this important issue. Does NHTSA
support legislation to prohibit the rental of recalled vehicles?

Mr. ROSEKIND. Yes.

Mrs. CAPPs. Opponents of the bill erroneously claim that H.R.
2198 legislation would not improve consumer safety. Given
NHTSA’s support for banning the rental of recalled vehicles, I
think it is clear that you perhaps disagree with this assessment.
Would you briefly elaborate? Thank you.

Mr. ROSEKIND. New, used, or rental vehicles that have a known
defect should be remedied before they are on the road.

Mrs. CapPs. Thank you. Despite the broad support behind H.R.
2198, the auto manufacturer and dealer groups are fighting against
this commonsense effort. Under pressure, the Alliance of Auto-
mobile Manufacturers instead proposed a potentially very harmful
alternative that only requires rental companies to disclose that the
vehicle is under recall before renting it out. Their proposal only
prohibits the rental of recalled cars with do-not-drive notices, as
was referenced, despite the fact that such notices represent only a
tiny fraction of safety recalls.

Administrator Rosekind, last year, NHTSA provided a letter to
Senators Boxer and McCaskill expressing its opposition to the Alli-
ance proposal. Would you elaborate on why NHTSA believes this
proposal would fail to protect rental consumers?

Mr. ROSEKIND. I will repeat to be clear. New, used, rental, if it
has a defect, it should be off the road. And as we were discussing,
}he do-not-drive is determined by the manufacturer of the de-
ect—

Mrs. CAPPs. Exactly.

Mr. ROSEKIND [continuing]. Not NHTSA. And it is very rare.

Mrs. CApps. Thank you for clarifying that and really under-
scoring it.

Some opponents of H.R. 2198 have argued that many NHTSA re-
calls are frivolous because so few of them come with do-not-drive
requirements. Does NHTSA issue frivolous recalls? By definition,
aren’t all safety recalls due to serious safety risk?

Mr. ROSEKIND. Yes. And we have a specific investigation process
to determine those defects.

Mrs. CapPS. Thank you. And I will yield back my time, but be-
fore doing so, I ask unanimous consent to enter into the record a
November 2014 letter from NHTSA to Senator McCaskill outlining
the agency’s response to the auto alliance proposal.

[The information appears at the conclusion of the hearing.]

Mrs. CAPPS. And I yield back the balance of my time.

Mr. BURGESS. The chair thanks the gentlelady. The gentlelady
yields back.

Seeing no other Members present to ask questions, let me just
3sk tl})e ranking member if she would like a second question or re-

irect?

Ms. SCHAKOWSKY. No, I am fine. Thank you. Thank you to the
witnesses.

Mr. BURGESS. Dr. Rosekind, I just wanted to make sure that we
offer once again the concept of people checking their vehicle identi-
fication numbers against the database that you provide, and per-
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haps you could just detail how someone would do that if they want-
ed to check.

Mr. ROSEKIND. Chairman Burgess, every time I appear before
you, you graciously make sure that we provide information for con-
sumers to do something about recalls. I can’t thank you enough for
that because I don’t think we are ever done getting the information
out.

People can go to SaferCar.govand look up their vehicle identifica-
tion number and see if there are any open recalls. What is most
important is if they find something, they have to act on it. Call
their dealer, get it fixed.

Mr. BURGESS. Now, what if, like me, they don’t know their vehi-
cle identification number off the top of their head? Is there a place
where they can find that information?

Mr. ROSEKIND. And, good point, because I am not sure any of us
would know that off the top of our head. You can find that at the
bottom left of your windshield. It is usually on the insurance card.
So there are multiple places you can go. We even have a mobile
app you can look it up now.

Mr. BURGESS. And very good advice. And our trip out to your lo-
cation, your fine people informed me that I had a problem with my
vehicle, not the one I was expecting, but nevertheless, it was im-
portant information to have.

Now, unless people think that we just come here with assigned
talking points and we never listen to each other, I also wanted to
point out after your testimony here earlier in the year, that very
time we were doing the appropriations bill for the Department of
Transportation, and I did offer an amendment that night because
of your testimony during the day that took $4 million from the Sec-
retary’s general and accounting line item off the budget and moved
it to your line item on the budget for additional safety work. I
think afterwards when I discussed with you that the offer still
stands and I will be happy to discuss with you or even go with you
to the appropriate Appropriations Subcommittee when the budget
request is made to the Appropriations Committee next year, be-
cause this is important.

Just one final observation and then I am going to go to Mr.
Cardenas. In the inspector general’s audit report, your response
that is in the appendix to the auto report, your response to the
things that were brought up I just wanted to highlight. One of the
bullet points is use of a safety-systems approach to look for possible
relationships between a symptom in one vehicle’s system and a
possible critical failure in another system.

And this is prior to your tenure, but last year, we were going
through on another subcommittee the ignition problems on the Co-
balt vehicles and the non-deployment of airbags, that being such a
critical finding. It was of concern to me that this would appear in
accident reports, albeit over a 10-year time span. And there weren’t
a large number, but nevertheless, any time a vehicle airbag non-
deployment occurred, it seemed like that should be a seminal event
and something which must be investigated.

And you even outlined here to consider if it is possible defect
theories that do not fit with previously held assumptions, in other
words, look for another reason other than something where you
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normally would. And I will never forget the accident report where
there were two vehicles involved in a head-on collision. Unfortu-
nately, it was not survivable in either vehicle, but in one vehicle
the airbag goes off, the other it doesn’t, and there you have got the
perfect test case. There wasn’t a curb that was hit; there wasn’t a
tree that was glanced that would perhaps jar the ignition switch.
It was a straight up head-on collision. One airbag works, one
doesn’t. Why did the one not work?

So I am grateful to see that line item in your discussion of the
points that were brought up by the IG’s report, and I think that
is of critical importance.

I am going to yield to Mr. Cardenas 5 minutes for questions,
please.

Mr. CARDENAS. Thank you very much, Mr. Chairman. I appre-
ciate this opportunity and want to thank the witnesses for being
here to answer our questions.

Keeping in mind the millions of cars on our roads, keeping them
safe is complicated and expensive, the draft we are looking at today
does not address increasing funding for NHTSA, though many of
its provisions would certainly present significant additional costs
and responsibilities to the agency.

Dr. Rosekind, in your testimony today you said the failure to ad-
dress gaps in NHTSA’s available personnel and resources are a
known risk to safety. Can you explain how civil penalties for viola-
tions of motor vehicle safety standards and other violations affect
those gaps?

Mr. ROSEKIND. All of the penalties that are collected go right to
the U.S. Treasury, so we don’t get any of those for our work.

Mr. CARDENAS. OK. So no matter how effective you are or even
industry admits and/or forwards those penalties, there is no direct
correlation between the amount of work that comes to your agency
versus the amount of effective work that you are rendering?

Mr. ROSEKIND. That is correct. And the last time I appeared here
I made this statement that if you gave us more resources, we could
deliver more safety, and that equation is very clear. If you give us
more demands without more resources, you get less safety.

Mr. CARDENAS. OK. Well, thank you.

This draft does not address raising the cap on civil penalties that
NHTSA can seek for manufacturers for violation. The Vehicle Safe-
ty Improvement Act would eliminate that cap. In the past few
years, there have been several widely publicized scandals sur-
rounding the auto industry, and in 2014 alone, NHTSA issued
more than 127 million in civil penalties.

Dr. Rosekind, 35 million sounds like a large amount of money,
but we continue to hear about new egregious safety violations in
the industry. In fact, NHTSA has had to be creative in finding
ways to make penalties appropriate for the violations. And the cur-
rent maximum penalty, is that enough to be an effective deterrent?

Mr. ROSEKIND. No, and that is why in GROW AMERICA we sug-
gested a $300 million cap. No cap is good with us, too, but at least
300 million is what is proposed in GROW AMERICA to have a
meaningful deterrent.
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Mr. CARDENAS. Now, if the $35 million cap were significantly
raised, what in your opinion would affect the expectation of how
the behavior of automakers may or may not change?

Mr. ROSEKIND. I think our expectation would be, with appro-
priate deterrence like the civil penalties, that we would want to see
a more proactive safety culture catch defects, conduct recalls ear-
lier and faster.

Mr. CARDENAS. OK. Would raising the per-violation fine and
eliminating the cap on civil penalties improve safety in your opin-
ion?

Mr. ROSEKIND. That is the intent, and we think its current level
is not the deterrent it should be.

Mr. CARDENAS. And when was the last time that level was
raised?

Mr. ROSEKIND. Good question. I will make sure that is in our
technical assistance when we provide that to you, but it has been
a while so that the 35 million has basically been on the books for
a long time.

Mr. CARDENAS. So for years now?

Mr. ROSEKIND. Yes.

Mr. CARDENAS. And the curve on activity or the volume of vehi-
cles and the industry dollar amount value year to year, has been
going up?

Mr. ROSEKIND. Absolutely. And if you are trying to make that
distinction, yes, our authorities have stayed at a certain level while
the number of vehicles—we are at about 265 million on our road-
ways now—the number of recalls, et cetera, is going this way while
we have been staying this way. In fact, if you look at the budget,
which we talked about last time I was here, really in real dollars,
we are down from where we were 10 years ago.

Mr. CARDENAS. I constantly hear elected officials across the coun-
try talking about how we should run government more like a busi-
ness. Does it seem like we are running your department like a
business when you just described the amount of activity going up,
the dollar amount in the industry going up, et cetera, yet your
budget and your ability to create more safe activity is flat?

Mr. ROSEKIND. No. And I will make a personal comment, which
I have a different unique background, having been in academics
and as a scientist, had my own business, which consulted with top
100 companies all over the world. And so I bring that perspective
for efficiencies, effectiveness, measure things, et cetera, and it is
one of the major frustrations basically of wanting to do more with,
you know, not enough resources, people, money.

Mr. CARDENAS. Well, I am of the opinion in this country that we
are fortunate to take public safety for granted in so many ways. It
is unfortunate that we are not fortifying you with the resources
necessary to keep us as safe as you can.

Thank you so much. I yield back.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

And seeing there are no further Members wishing to ask ques-
tions for our first panel, I do want to sincerely thank both of our
witnesses for being here today, for their time. This will conclude
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our first panel, and we will take a 2-minute recess to set up for
the second panel.

Ms. SCHAKOWSKY. Yes, thank you to both our witnesses.

Ms. MITHAL. Thank you.

[Recess.]

Mr. BURGESS. Welcome back. Thank you all for your patience
and taking time to be with us here today. We will move into our
second panel for today’s hearing. We will follow the same format
as during the first panel. Each witness will be given 5 minutes for
ﬁn opening statement followed by a round of questions from Mem-

ers.

For our second panel we have the following witnesses: Mr. Mitch
Bainwol, the President and CEO of the Alliance of Automobile
Manufacturers; Mr. John Bozzella, President and CEO of Global
Automakers; Mrs. Ann Wilson, Senior Vice President at the Motor
& Equipment Manufacturers Association; Mr. Greg Dotson, Vice
President for Energy Policy at the Center for American Progress;
Ms. Joan Claybrook, former Administrator of the National High-
way Traffic Safety Administration; Mr. Peter Welch, President of
the National Automobile Dealers Association; and Mr. Michael Wil-
son, the CEO of the Automotive Recyclers Association.

We do appreciate all of you being here with us this morning. We
are grateful for your forbearance during the first panel. We will
begin this panel with Mr. Bainwol, and you are recognized for 5
minutes for your opening statement, please.

STATEMENTS OF MITCH BAINWOL, PRESIDENT AND CEO, AL-
LIANCE OF AUTOMOBILE MANUFACTURERS; JOHN
BOZZELLA, PRESIDENT AND CEO, GLOBAL AUTOMAKERS;
ANN WILSON, SENIOR VICE PRESIDENT, MOTOR & EQUIP-
MENT MANUFACTURERS ASSOCIATION; GREG DOTSON, VICE
PRESIDENT FOR ENERGY POLICY, CENTER FOR AMERICAN
PROGRESS; JOAN CLAYBROOK, FORMER ADMINISTRATOR,
NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION;
PETER WELCH, PRESIDENT, NATIONAL AUTOMOBILE DEAL-
ERS ASSOCIATION; AND MICHAEL WILSON, CEO, AUTO-
MOTIVE RECYCLERS ASSOCIATION

STATEMENT OF MITCH BAINWOL

Mr. BAINWOL. Thank you, Chairman Burgess, Ranking Member
Schakowsky, and members of the subcommittee. Given the size of
this panel, I am reminded of what former Senator John Warner
said when he became Elizabeth Taylor’s sixth husband. He said I
know what to do; I am just not sure how to make it interesting.
So here I go.

Thank you for the opportunity to testify today on behalf of 12
global OEMs based in the U.S. in Europe and in Asia. Our compa-
nies represent about 75 percent of the marketplace. Our industry
will put about a billion new cars on the road over the next decade
around the world with more than 15 percent of those here in the
U.S. That is a lot of steel and a lot of aluminum and an astounding
level of production with massive job and economic implications. But
even more striking than scale is the game-changing innovation mo-
bility that will generate enormous social benefits.
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Our companies are investing about $100 billion a year in re-
search, including the development of the next generation of con-
nected vehicle technologies. These technologies will save lives, save
fuel, and enhance mobility.

Over the last decade, your House colleagues at T&I have in-
vested substantial highway dollars to make smart vehicles and in-
frastructure a reality. The bill they mark up tomorrow includes an
additional $175 million over the next 6 years.

They are making this investment for an important reason, and
that is because congestion wastes roughly 3 billion gallons of fuel,
27 million metric tons of CO, emissions every year. The Federal
Highway Administration estimates that roughly 12.5 percent of
congestion, 12.5 percent of congestion, 3 million metric tons is di-
rectly, directly attributable to crashes. Thus, there is a direct link
between reducing crashes and reducing CO; emissions.

But for this subcommittee, the focus is the potential of this tech-
nology to save lives. Crash-avoidance and connected-vehicle tech-
nologies offer us the opportunity to address the 94 percent, if not
more, of all accidents that NHTSA attributes to driver error. That
is right, addressing driver error is absolutely crucial.

You know the statistics. More than 32,000 people died in car
crashes last year, far too many. That number is 25 percent below
what it was a decade ago, but it is still far too many.

NHTSA has said that connected vehicles have the potential to
mitigate as much as 80 percent of non-impaired crashes. And just
last week, the Boston Consulting Group released a study that Ann
Wilson will talk about showing that advanced driver-assist systems
could prevent almost 10,000 fatalities and 30 percent of all crashes
occurring annually in the U.S.

We should all share the goal of deploying these technologies as
soon as possible. How can we not? It is why the modest incentives
included for advanced automotive technologies make sense. A con-
nected car with crash-avoidance technologies is safer and cleaner.
It is not a trade-off. It is a convergence of interest. This
hominization of safety and environmental gains that these tech-
nologies offer changes the policy paradigm. It calls upon all of us
to determine how we can accelerate the integration of these tech-
nologies into the fleet to improve safety, environmental, and pro-
ductivity outcomes.

So we applaud this committee for introducing the notion of mar-
ket incentives to save lives. If passed, the potential of this legisla-
tion to prevent tragedies is very real, and the impact on green-
house gas emissions is also equally real.

While the benefits of the new technologies are profound,
connectivity and data also introduce new challenges, including pri-
vacy and cybersecurity. We commend the committee for generating
new proposals here as well.

Last year, the industry became the first non-internet sector, the
first non-internet sector to issue consumer privacy protection prin-
ciples that build off of the well-established FIPS and include
heightened protection for the most sensitive consumer information:
where and how you drive. And what we did was a floor for compa-
nies.
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We are also moving aggressively on cybersecurity. As this com-
mittee knows, automakers will soon stand up the Information
Sharing and Analysis Center, the ISAC, to facilitate sharing of po-
tential cyber threats and countermeasures in real time in. Yet we
hear you loud and clear. We do hear you loud and clear. Even be-
fore the introduction of this draft, we know that you wanted us to
move further. So we are now moving forward with the best prac-
tices initiative as well so that we have a fully integrated approach
to addressing hacking risks.

The future of mobility is extremely bright. We are on the preci-
pice of a golden era of mobility. Technology will make all this hap-
pen. It will enable safety outcomes, more environmentally friendly
travel, and an economy that is more productive because people and
goods will be able to move much more efficiently around the coun-
try.

This committee has started this conversation about the future of
mobility in earnest. We look forward to working with you to build
this new reality.

[The prepared statement of Mr. Bainwol follows:]
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On behalf of the Members of the Alliance of Automobile Manufacturers {Alliance), thank you for the
opportunity to testify today on the discussion draft of the reauthorization of the National Highway
Traffic Safety Administration (NHTSA). Alliance Members account for 75 percent of annual car and light
truck sales by revenue in the United States. The Alliance includes amongst its diverse membership
companies headquartered in the U.S., Europe and Asia, including the BMW Group, Fiat Chrysier
Automobiles US, Ford Motor Company, General Motors Company, Jaguar Land Rover, Mazda,
Mercedes-Benz USA, Mitsubishi Motors, Porsche, Toyota, Volkswagen Group of America and Volvo Car
Group.

There is a lot of evidence that vehicles on the road today are the best they have ever been. We are
living in the safest period in motor vehicle history. In the last decade (2003 — 2013} the U.S, has
experienced major reductions in traffic fatalities — a nearly 25 percent overall reduction and a 34
percent reduction in passenger vehicle fatalities. In fact, our collective actions since 1990 have cut in
half the fatality rate per 100 million miles of travel (1990: 2.08; 2013: 1.09). New cars are cleaner and
more fuel-efficient, too. Today, there are more than 495 new car models that get 30 mpg — an increase
of more than 600 percent since 2006. We are building safer vehicles that last longer and are better for
the environment.

The next reauthorization could potentially take us into the next decade, and the Committee should be
commended for thinking about how to help the transformation to the next generation vehicle
technologies which is occurring now. This is an incredibly exciting time in our industry that promises
enormous consumer, environmental and safety benefits that will require advanced policies and ways of
thinking both for industry and government. While the draft legislation is comprehensive and covers a
multitude of issues, my testimony will focus primarily on the two forward-looking Titles — Titles it} and V.

Title V: Advanced Automotive Technologies

Traditionally, there has been little, if any, intersection between efforts to enhance automotive safety
and efforts to improve automotive fuel economy. In fact, these goals have often worked at cross-
purposes. To enhance safety, vehicles have been designed to minimize the injury to passengersina
crash, often through the addition of new equipment that adds weight to the vehicles. To reduce fuel
consumption, manufacturers often try to reduce weight through the use of advanced materials and
technologies. Moreover, the issue of traffic congestion, which contributes to increased fuel
consumption and greenhouse gas emissions, has not been a primary focus of automotive technology—
rather, it has been a matter of building more roads, or adding lanes to existing roads.

The next generation of innovative vehicle technologies offers the potential to further enable the goal of
achieving increased levels of safety and reduction of fuel consumption. Crash avoidance and
connectivity technologies will help prevent crashes from happening in the first place. When a crash is
avoided, the potential traffic congestion resulting from the accident is eliminated. Reduction in traffic
congestion means less fuel is wasted by vehicles idling in traffic, thereby cutting down on greenhouse
gas emissions. We refer to these technologies collectively as “convergence” technologies because they
represent the intersection of safety, mobility, and the environment.

Title V of the NHTSA reauthorization discussion draft prioritizes incorporating these advanced
technologies into the fleet. It creates a process in Section 501 for developing performance metrics and
test procedures that gives NHTSA the ability to accelerate the deployment of these advanced
technologies and better inform safety conscious consumers through the NCAP program. 1t would also
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incentivize the adoption of these advanced technologies in Section 502 by providing modest greenhouse
gas and fuel economy credits for manufacturers that include them on new vehicles. These credits will
incentivize the expeditious deployment of technologies that enhance safety and/or reduce congestions,
and thereby reduce automotive greenhouse gas emissions.

Driver error remains the primary cause of 94 percent of crashes, according to the National Highway
Traffic Safety Administration. Crash avoidance, or “driver assist,” technologies employ sophisticated
software to interpret data from sensors, cameras, or radar-based technologies that allow vehicles to
sense the environment around them and alert drivers of impending dangers. There are many different
types of driver assists, inciuding intervention technologies beginning with electronic stability control and
warning technologies such as blind spot warnings, lane departure alerts, and automatic braking for
pedestrians, cyclists and wild animals, and adaptive cruise control and automatic high beams that help
drivers in specific situations.

The next phase of vehicle safety technology is vehicle to vehicle (V2V} and vehicle to infrastructure (V2X)
communications. These technical communications systems are designed to allow vehicles to
communicate with one other and the environment around them to avoid accidents and eliminate
congestion in our cities and on our highways. According to NHTSA, connected vehicle technology could
potentially mitigate or eliminate up to 80 percent of crash scenarios involving non—impaired drivers.
That is why both automakers and the government have invested hundreds of millions of dollars in the
development of connected vehicle technology.

Congress has a tremendous opportunity to help accelerate the deployment of these next-generation
technologies to enhance safety, reduce traffic congestion and greenhouse gas emissions, improve
personal mobility, and address our nation’s current and future infrastructure, environmental and
economic challenges. We commend the Committee for offering a plan to encourage the development
and deployment of these important technologies.

Title 1l Privacy, Hacking Prohibition, and Cyber Security

The bright future outlined above is premised on the development of increasingly sophisticated
computer systems in automobiles. The potential benefits are enormous, but we also recognize that
there are potential challenges, including data privacy and cyber security.

We recognize that consumers want to know how these vehicle technologies and services can deliver
benefits to them while respecting their privacy. The Alliance supports the direction of Section 301,
which would require an auto manufacturer to file its privacy poficy with NHTSA, which, in turn, would
post the policy on the web for consumers to review.

Privacy is important to consumers, and it is important to auto manufacturers. That is why last year the
Alliance and Global Automakers came together to issue Consumer Privacy Protection Principles for
Vehicle Technologies and Services (Privacy Principles) — a first of its kind industry-wide commitment to
the protection of personal data.

In forming these principles, our Members worked with privacy advocates to incorporate renowned data
coliection and usage concepts. Using the widely-regarded Fair Information Practice Principles (FIPPs) as
a baseline, the auto industry’s Privacy Principles go even further by incorporating robust guidance from
the Federal Trade Commission, as well as the White House Consumer Privacy Bill of Rights. These
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efforts, when applied to automobiles, help to reassure our customers that their privacy is taken
seriously.

The Privacy Principles have three important hallmarks that are the touchstones of our Members’
commitment to their customers.

First, consumers can expect transparency. Our Members have pledged to provide consumers with clear
notices of their respective privacy practices, including through owner’s manuals and company websites.

Second, the most sensitive types of consumer information receive heightened protections. Sensitive
information includes where and how someone drives her car. Under the Privacy Principles, our
Members pledge to provide protections and choice around the use of sensitive information that goes
beyond the practices in virtually every other sector.

Third, our Members commit to inform customers of sharing, with third party entities, and they commit
to provide sensitive data to government authorities only under specific and limited circumstances.

We believe that strong consumer data privacy protections are essential to maintaining the trust of our
customers. Protecting privacy in today’s world includes efforts to incorporate strong cyber security
measures into design and production policies and architecture. But, as has recently become apparent,
in the automotive sector, data security goes well beyond the protection of data. Data security also
requires making vehicle control systems ever more resistant and resilient to cyber threats and
vuinerabilities.

We recognize that we must constantly be vigilant that criminals and other malicious individuals and
entities will seek to exploit network vulnerabilities in attempts to cause physical harm. Section 302
provides for enhanced penalties for individuals who hack into critical vehicle systems., We have heard
repeatedly from members of Congress and the public that hacking into a vehicle is a far more serious
proposition than hacking into a fitness device or a home thermostat or even a personal computer. it
makes sense, then, for Congress to provide a stronger deterrent to malicious hackers,

Our Members are taking a multi-layered approach to securing vehicles from evolving cyber threats.
Towards that end, the Alliance again joined with Global Automakers in July of this year to announce that
we are creating an Auto Information Sharing and Analysis Center {Auto-ISAC) to facilitate the sharing of
potential cyber threats and countermeasures in real time. This development is an important step in
protecting motor vehicle electronics and associated in-vehicle networks. The ISAC model has proven
successful in other sectors, and likewise is expected to significantly bolster the auto sector’s ability to
identify potential threats and respond accordingly.

But we have also heard the concerns of many members of Congress — reflected in Section 303 ~ that
maore emphasis needs to be placed on making vehicles ever more secure against hackers. Recognizing
that there is no such thing as a hack-proof system, we nevertheless agree that there are security
measures that help defend against possible attack by cyber criminals to critical vehicle systems.

An approach to cyber resiliency that supports the development of industry standards and guidelines can
work with some of the aspects outlined in Section 303. This will provide advantages over a traditional
regulatory approach; given the constantly evolving nature of cyber threats and rapid change of
connected technology, a regulation may be out-of-date before implementation starts. That design is
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consistent with our national cybersecurity policy objectives, which emphasize industry-led, voluntary
outcomes. These have been consistent themes in major cybersecurity legisiation as well as President
Obama’s 2013 and 2015 Executive Orders.

We are concerned about the workability of the Automotive Cybersecurity Advisory Council, which,
based on the draft, would be comprised of upwards of 30 members of the public and private and public
sectors and would need to develop best practices on a very tight timeframe for a group so large and
disparate. We also note that the requirement to file plans for implementing the best practices with
NHTSA is not the approach taken elsewhere in the cyber security space, including in critical
infrastructure sectors. We are certainly willing to work with the Committee as this legislation proceeds;
however, we have decided as an industry not to wait for a legislative directive on this front,

Recognizing that good cyber security practice is collaborative, the Alliance and Global Automakers yet
again are working with our Members to facilitate the development of new standards and guidelines that
will be available to the entire industry and that we believe will be useful for securing our vehicles from
malicious hacks. We are currently reaching out to third parties and reviewing potential approaches,
such as NIST's Framework for Cyber Physical Systems, that could be adapted to the automotive context.

Motor Vehicle Safety Recalls

Auto manufacturers stand behind their products, and that includes undertaking recalis when there is a
safety defect or noncompliance. When we perform a recall, we want ALL of our customers to have their
vehicles repaired as soon as possible. The Alliance supports the Committee’s efforts in Title it to
improve the recall process especially through owner notification during vehicle registration. We have
some questions about the practicability of the coordination provisions in Section 202, but we appreciate
the intent and are willing to work with the Committee as the bill moves forward.

As you know, the Alliance and Global Automakers also initiated a comprehensive research initiative with
the ultimate goal of improving recall participation rates. We recently briefed NHTSA and the
Committees on the results of Phase |, the large quantitative survey. The survey identified several areas
for improving owner response to recalls, including identifying and focusing on non—responders and
engaging more points of contact — including State DMVs and insurance companies ~ with consumers. As
we transition into the next phase of the study, we are working with the experts at NHTSA to test new
ways to motivate owners to participate in safety recalls. Our efforts in this initiative are modeled after
the very successful “Click It or Ticket” program, which has increased safety belt usage to 87 percent last
year from 60 percent in 1995.

Again, we appreciate the opportunity to offer our views on this discussion draft. We continue to review
it and look forward to working with the Committee as it proceeds through the legislative process.
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Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

Mr. Bozzella, you are recognized for 5 minutes for questions,
please.

STATEMENT OF JOHN BOZZELLA

Mr. BozzeLLA. Mr. Chairman, Ranking Member Schakowsky,
members of the subcommittee, thank you very much for the oppor-
tunity to testify today. I am John Bozzella, President and CEO of
Global Automakers. Mr. Chairman, thank you for your thoughtful
work on motor vehicle safety and for holding this hearing today.

Our industry has been in the news a great deal lately and not
always for the best of reasons. This hearing gives us the chance to
discuss our ongoing efforts to improve motor vehicle safety and en-
hance public trust through the research and development of new
technologies.

The draft bill released last week contains a number of important
ideas designed to advance our shared goal of improved motor vehi-
cle safety. We appreciate the subcommittee’s commitment to im-
proving recall completion rates and exploring innovative ways to
address new and emerging challenges associated with the develop-
ment of vehicles that not only actively avoid collisions, but talk to
one another and to the surrounding infrastructure.

In the time available, I will focus on three important issues: 1)
recall notification during vehicle registration; 2) adoption of con-
nected-car technology; and 3) industry efforts to stay ahead of pri-
vacy and cybersecurity challenges.

Consumers should be informed of the recall status of their vehi-
cles. Global Automakers believes an effective way to achieve this
end is to use state DMV offices to notify vehicle owners of open re-
calls at the time they register or renew their registration. We now
have some initial data that suggests there is public support for this
approach. In a recent survey commissioned by Global Automakers
and the Alliance of Automobile Manufacturers, we looked at how
consumers respond to and think about recall notices and found
overwhelming support for the idea of receiving recall information
from the DMV. Over 70 percent of those asked about this issue
supported not only notification at registration, but a requirement
that recalls be remedied prior to registration. More research needs
to be done, but these initial results indicate that the subcommittee
is moving in the right direction as it explores ways to increase re-
call completion rates.

We are also pleased that the draft bill recognizes the substantial
benefits associated with the installation of dedicated short-range
communications, or DSRC devices, that allow cars to communicate
with each other and the surrounding infrastructure, leading to
fewer crashes, less congestion, and other potential benefits. NHTSA
agrees that this technology could be a “game-changer” potentially
addressing 80 percent of vehicle crashes involving non-impaired
drivers. Encouraging the fastest deployment possible of DSRC will
spread the benefits of this lifesaving technology more quickly and
more widely.

The enormous benefits of connected-car technologies outweigh
the challenges that come with living in a connected world. As auto-
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makers pursue these innovations and the benefits that they bring,
we recognize strong cybersecurity and privacy protections are es-
sential to building consumer confidence.

To ensure the security of safety-critical driving systems and to
protect the privacy of consumer data, we have begun establishing
industry-wide cybersecurity best practices. These best practices will
allow automakers the flexibility to quickly and effectively respond
to the dynamic nature of cyber challenges. This builds on steps we
have already taken, such as the creation of industry privacy prin-
ciples to protect consumer information and the launch of the Auto-
motive Information Sharing and Analysis Center, or Auto-ISAC, to
share intelligence on immediate threats and vulnerabilities.

Last year, U.S. automakers took unprecedented steps to protect
the privacy of consumers through the responsible stewardship of
information collected from in-vehicle technologies and services and
the meaningful disclosure of privacy principles and practices. We
engaged with privacy advocates and the Federal Trade Commission
during the development of these principles. As early as January of
2016, all major auto manufacturers will be accountable to the FTC
for these privacy commitments. We have questions about how the
privacy provisions outlined in the bill would interact with the com-
mitments that have already been made by automakers.

In August, U.S. automakers incorporated the Auto-ISAC. The
Auto-ISAC will enable secure and timely sharing of cyber threat in-
formation and potential vulnerabilities in vehicle electronics or net-
works. By the end of the year, we expect the ISAC infrastructure
to be fully operational.

Cybersecurity challenges in the Internet of Things are not unique
to automakers. Any approach to address cyber threats should be
consistent with approaches used in other industries.

Thank you again for the opportunity to appear before you today.
I am happy to answer any questions you may have.

[The prepared statement of Mr. Bozzella follows:]
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Executive Summary

- Global Automakers appreciates the Subcommittee’s commitment to improving recall
completion rates and exploring innovative ways to address new and emerging challenges

associated with the development of advanced safety and connected vehicle technologies.

- Global Automakers believes an effective way to improve the recall remedy rate is to use
state Department of Motor Vehicle (DMYV) offices to notify vehicle owners of open

recalls at the time they register or renew their registration.

- Global Automakers is pleased that the draft bill recognizes the substantial benefits
associated with the installation of Dedicated Short Range Communications (DSRC)
devices that allow cars to communicate with each other and with the surrounding
infrastructure. Encouraging the fastest deployment possible of DSRC technology will

spread the benefits of this life-saving technology more quickly and widely.

- As automakers pursue these connected car innovations and the benefits they bring, we
recognize strong cybersecurity and privacy protections are essential to building consumer

confidence.

- Global Automakers and the Alliance of Automobile Manufacturers have begun
establishing cybersecurity best practices to build upon our joint development of privacy
principles to protect consumer data and the Automotive Information Sharing and

Analysis Center (Auto-ISAC) to address cyber threats.

- Global Automakers is continuing to review the draft bill and to analyze how the

provisions relating to cybersecurity and privacy relate to industry efforts in these areas.
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Mr. Chairman, Ranking Member Schakowsky, members of the Subcommittee, thank you very
much for the opportunity to testify today. [ am John Bozzella, President and CEO of the
Association of Global Automakers. Global Automakers represents international automobile
manufacturers that design, build, and sell cars and light trucks in the United States. Last year, our
members sold 43 percent of the new vehicles purchased in the United States and produced 40

percent of all vehicles built here.

Mr. Chairman, thank you for your thoughtful work on motor vehicle safety and for holding this
hearing today. Our industry has been in the news a great deal lately, and not always for the best
reasons. This hearing gives us the chance to discuss our ongoing efforts to improve motor
vehicle safety and enhance public trust through the research and development of new

technologies.

The draft bill released last week contains a number of important ideas designed to advance our
shared goal of improved motor vehicle safety. We appreciate the Subcommittee’s commitment to
improving recall completion rates and exploring innovative ways to address new and emerging
challenges associated with the development of vehicles that not only actively avoid collisions,

but talk to one another and to the surrounding infrastructure.

In the time available, I will focus on three especially important issues: 1) Recall notification
during vehicle registration; 2) Adoption of connected car technology; and 3) Industry efforts to

stay ahead of privacy and cybersecurity challenges.
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Consumers should be informed of the recall status of their vehicles. Global Automakers believes
an effective way to achieve this end is to use state Department of Motor Vehicle (DMV) offices
to notify vehicle owners of open recalls at the time they register or renew their registration. We
now have some initial data that suggests there is public support for this approach. In arecent
survey commissioned by Global Automakers and the Alliance of Automobile Manufacturers, we
looked at how consumers respond to and think about recall notices and found overwhelming
support for the idea of receiving recall information from the DMV, Over 70% of those asked
about this issue supported not only notification at registration, but a requirement that recalls be
remedied prior to registration. More research needs to be done, but these initial results indicate
the Subcommittee is moving in the right direction as it explores ways to increase recall

completion rates.

We are also pleased that the draft bill recognizes the substantial benefits associated with the
installation of Dedicated Short Range Communications (DSRC) devices that allow cars to
communicate with each other and with the surrounding infrastructure — leading to fewer crashes,
less congestion, and other potential benefits. The National Highway Traffic Safety
Administration (NHTSA) agrees that this technology could be a "game changer," potentially
addressing 80% of vehicle crashes involving non-impaired drivers. Encouraging the fastest
deployment possible of DSRC will spread the benefits of this life-saving technology more

quickly and widely.

The enormous benefits of connected car technologies outweigh the challenges that come with

living in a connected world. As automakers pursue these innovations and the benefits that they
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bring, we recognize strong cybersecurity and privacy protections are essential to building
Y Y p Yy g

consumer confidence.

To ensure the security of safety-critical driving systems and to protect the privacy of consumer
data, we have begun establishing industry-wide cybersecurity best practices. These best practices
will allow automakers the flexibility to quickly and effectively respond to the dynamic nature of
cyber challenges. This builds on steps we have already taken, such as the creation of industry
privacy principles to protect consumer information and the launch of the Automotive
Information Sharing and Analysis Center (Auto-ISAC) to share intelligence on immediate threats

and vulnerabilities.

Last year, U.S. automakers took unprecedented steps to protect the privacy of consumers through
the responsible stewardship of information collected from in-vehicle technologies and services
and the meaningful disclosure of privacy policies and practices. We engaged with privacy
advocates and the Federal Trade Commission (FTC) during the development of these principles.
As early as January of 2016, all major automakers will be accountable to the FTC for these
privacy commitments. We have questions about how the privacy provisions outlined in the bill

would interact with the commitments that have already been made by automakers.

In August, U.S. automakers incorporated the Auto-ISAC. The Auto-ISAC will enable secure and
timely sharing of cyber threat information and potential vulnerabilities in vehicle electronics or

networks. By the end of the year, we expect the ISAC infrastructure to be fully operational.
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Cybersecurity challenges in the “Internet of Things” are not unique to automakers. Any approach

to address cyber threats should be consistent with approaches used in other industries.

Thank you again for the opportunity to appear before you today. | am happy to answer any

questions you may have regarding my testimony or addressing portions of the legislation that

have not covered.

#ith
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Mr. BURGESS. The chair thanks the gentleman.
Ms. Wilson, you are recognized for 5 minutes, please, for an
opening statement.

STATEMENT OF ANN WILSON

Ms. ANN WILSON. Thank you. Chairman Burgess, Ranking Mem-
ber Schakowsky, members of the subcommittee, my name is Ann
Wilson. I serve as the Senior Vice President of Government Affairs
for the Motor & Equipment Manufacturers Association. Thank you
for the invitation today to testify about motor vehicle safety issues.

MEMA represents more than 1,000 companies that manufacture
components and systems for use in the light- and heavy-duty vehi-
cle original equipment and aftermarket industries. Our members
provide more than 734,000 direct jobs nationwide, making the
motor vehicle parts industry the largest employer of manufacturing
jobs nationwide.

Suppliers work closely with vehicle manufacturers to provide cut-
ting-edge and innovative systems and components for new vehicles.
In fact, suppliers manufacture more than 2/3 of the value of today’s
vehicles.

Today, I will focus on the safety benefits of advanced driver as-
sistance systems, or ADAS. These technologies are included in the
discussion draft in the term Advanced Automotive Technology.

As is widely recognized and as has been previously discussed,
motor vehicle safety continues to improve in this country. The most
influential safety factors are improvements to vehicles’ structural
design and advanced vehicle technologies, including ADAS. MEMA
recently published, as Mr. Bainwol discussed, a study prepared by
the Boston Consulting Group on the benefits of ADAS technologies.
A complete copy of the study has been circulated to all the com-
mittee members.

The MEMA study focused on current technologies that can pro-
vide immediate safety benefits and form the pathway to a partially
or fully autonomous vehicle fleet that could virtually eliminating
traffic fatalities. However, the study did find that a suite of ADAS
technologies that are currently available have the potential to pre-
vent 30 percent of all crashes nationwide, a total of 10,000 lives
saved every year.

Today, however, relatively few vehicles on the road have ADAS
technologies, and their penetration in the market is only growing
about 2 to 5 percent annually. Since the vast majority of accidents
in the U.S. are caused by driver error, the lack of adoption of these
technologies within the U.S. fleet is a significant missed oppor-
tunity.

I would like to take a minute and discuss exactly what ADAS is.
They can be grouped into three broad categories: those that aid the
driver, those that warn the driver, and those that can assist the
driver in performing certain basic driving functions. Aid features
include visual aids such as night vision, rear-mounted cameras
that enhance the driver’s rear vision, and adaptive lighting and
surround-view systems.

Warn features alert the driver of potential dangers. Examples in-
clude park assist, forward collision warning, lane departure warn-
ing, which typically activates a beeper or causes the driver’s seat
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to vibrate when the vehicle drifts out of its lane. Other warning
systems include blind spot and rear cross-traffic detectors and driv-
er monitoring systems.

Assistance features actively engage steering, acceleration, and/or
braking systems as is needed in order to ensure the vehicle’s safe
operations. Such features include forward collision assist, adaptive
cruise control, self-parking, and lane-keeping assist, which actively
returns the vehicle to its original lane when it is in danger of drift-
ing from it. There is also pedestrian avoidance, which warns the
driver of an impending collision with a pedestrian, and in some in-
stances will assist the driver with steering and braking to avoid
that collision.

Better consumer information and education, as well as market
incentives, will increase the adoption and lower the cost of these
technologies, and MEMA supports the efforts of this committee to
promote ADAS technologies through the expansion of the New Car
Assessment Program and advanced credits for fuel economy and
greenhouse gas emissions.

We do have the following comments on the committee draft: In
Title V, Section 501, suppliers must be specifically included in the
Advanced Automotive Technology Advisory Committee. Further-
more, we believe the 35-percent threshold specified for inclusion of
the technology on the Monroney label is too high. Collision avoid-
ance systems are currently available, and if they are in new vehi-
cles, they must be listed in the NCAP rating as part of all new ve-
hicle labels.

In Section 502, MEMA supports awarding credits for advanced
technologies for fuel efficiency and greenhouse gas emissions. The
use of these technologies will result in better traffic flow, less fuel
consumed, and fewer vehicle emissions. However, there should not
be a difference in the credits for vehicles with at least three ad-
vanced safety technologies and vehicles with one connected vehicle
technology.

MEMA thanks the committee on its foresight to provide greater
consumer acceptance of ADAS technologies. The industry is com-
mitted to working with you to establish new and innovative ways
to increase the adoption of these life-saving technologies and to ad-
dress other critical issues.

Thank you.

[The prepared statement of Ms. Ann Wilson follows:]
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Introduction
Chairman Burgess, Ranking Member Schakowsky, members of the subcommittee:
Thank you for the invitation to testify before you on vehicle safety issues.

The Motor & Equipment Manufacturers Association (MEMA) represents more than 1,000 companies
that manufacture components and systems for use in the light- and heavy-duty vehicle original
equipment and aftermarket industries. Our members provide more than 734,000 direct jobs, making
the motor vehicle parts industry the largest employer of manufacturing jobs nationwide.

Suppliers work closely with vehicle manufacturers to provide cutting edge, innovative systems and
components for new vehicles. In fact, suppliers manufacture more than two-thirds of the value of
today’s vehicles. In order to meet regulatory requirements and consumer demands for safer, cleaner
and more advanced vehicles, motor vehicle parts manufacturers have increasingly taken on the
research, development, engineering and manufacturing of the advanced technologies necessary to meet
these ever-increasing goals.

Vehicle Safety

Parts suppliers are dedicated to vehicle safety with the design and manufacturing of their components
and systems for new cars and trucks, as well as the maintenance and repair of the 254 miliion vehicles
on our nation’s readways. To fully appreciate the state of vehicle safety today, one only needs to look at
the data. Earlier this year, the National Highway Traffic Safety Administration {NHTSA) issued a report
that analyzed over 50 years of crash data and estimated that approximately 613,501 lives have been
saved by vehicle safety technologies and associated Federal Motor Vehicle Safety Standards (FMVSS).
Additionally, a recent Insurance Institute for Highway Safety {lIHS) report noted that “the chances of
dying in a crash in a late model vehicle have fallen by more than a third in three years... Among 2011
models, a record nine vehicles have driver death rates of zero.”? According to the IIHS, newer vehicles
are even safer. Over the past three years, recent model year vehicles have demonstrated significant
improvements in safety, “There were 7,700 fewer driver deaths in 2012 alone than there would have
been had vehicles remained the same since 1985.” * The most influential safety factors are
improvements to vehicle structural design and advanced vehicle technologies.

PNHTSA, “Lives Saved by Vehicle Safety Technologies and Associated Federal Motor Vehicle Safety Standards, 1960 to 2012:
Passenger Cars and LTVs” DOT IS 812 069, January 2015

* 1S Status Report article *Saving Lives.” Vol. 530, No. 1, January 29, 2015.

3 HS Status Report article “Saving Lives,” Vol. 50, No. 1, January 29, 2015.

P
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New technologies focus on collision avoidance, not just occupant protection. There are many advanced
safety features available in the vehicle marketplace ranging from passive to active systems that either
warn and/or intervene to avoid or mitigate vehicle crashes. These advanced technologies have
foundational systems upon which the more complex systems are built. Over recent years, computing
power and sensor technologies have rapidly evolved and improved. Many of these systems and
components are available on a farger scale and offered on a broader array of vehicle price-points.

Suppliers have been key innovators, developers and manufacturers of these technologies that have
evolved over the years from passive to active systems from anti-lock braking system (ABS) to electronic
stability control (ESC); from forward collision and lane departure warning systems (FCW, LDW} to
automatic emergency braking {AEB) systems and lane keeping systems. These and other advanced
vehicle safety systems plus improvements in vehicle crashworthiness are all technologies that help
drivers avoid or mitigate collisions and drastically reduce fatalities, injuries and property damage claims.

Advanced Driver Assistance Systems (ADAS) and the Impact on Safety

MEMA recently published a study, prepared by The Boston Consulting Group {BCG), on the benefits of
Advanced Driver Assistance Systems {ADAS) technologies.* These technologies are included in the term
“Advanced Automotive Technology” in the Committee draft. A complete copy of the MEMA/BCG study
is included with this testimony.

The MEMA study focused on ADAS technologies that can provide immediate safety benefits and form
the pathway to a partially and fully autonomous vehicle fleet that could virtually eliminate traffic
fatalities. The study found that a suite of ADAS technologies have the potential to prevent 30 percent of
all crashes — a total of 10,000 lives saved yearly.

Today, however, relatively few vehicles on the road have ADAS technologies and their penetration of
the market is only growing at about two to five percent annually. Since the vast majority of accidents in
the U.S. are caused by driver error, the lack of adoption of these technologies within the U.S. fleetis a
significant missed opportunity. This is especially true considering that ADAS technologies also pave the
way to partially and fully autonomous vehicles, which could further reduce accidents—and their cost to
society—by 90 percent or more.

Types of ADAS Features — Aid, Warn, Assist

Many component manufacturers and systems integrators are involved in developing key ADAS features
in collaboration with vehicle manufacturers. Those features include the software that will control their
operation and the rigorous testing needed to validate the new technologies. ADAS can be grouped into
three broad categories — those that aid the driver, those that warn the driver and those that assist the
driver in performing certain basic driving functions.

Aid features include visual aids such as night vision and rear-mounted cameras that enhance the
driver’s rear vision to facilitate parking and reversing, adaptive front headlights, and surround

* MEMA and BCG study. “A Roadmap to Safer Driving Through Advanced Driver Assistance Systems. ” September 2013
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view systems, These features are enabled by technologies such as mono-vision cameras,
infrared lights {for night vision) and lasers.

Aid features are not newcomers to the automotive scene. Night-vision systems have been
available since 2000; rearview cameras were introduced in 2002, adaptive front headlights in
2006, and surround view systems in 2007, Component manufacturers continue to refine them,
and their cost to customers is decreasing at a rate of four to nine percent a year.

Warn features alert the driver to potential dangers through sensory cues such as auditory or
visual signals or vibrations. Park assist, which typically activates a beeper when a reversing
driver draws near the obstacle behind, was introduced in 2002. Forward collision warning, which
warns the driver of a potential collision ahead, first appeared in 2003. Lane departure warning,
which typically activates a beeper or causes the driver’s seat to vibrate when the vehicle drifts
from its lane, came on the market in 2005.

Other warning systems include blind spot and rear cross-traffic detectors, introduced in 2006,
and driver monitoring systems, also introduced in 2006.

These features are enabled by technologies such as mono- and stereo-vision cameras, ultrasonic
sensors, short-range radar, and inertial steering data, as well as the microprocessors and
software that govern their operation.

Assistance features actively engage steering, acceleration, and/or braking systems as needed in
order to ensure the vehicle’s safe operation. Such features include:
e Forward collision assist, introduced in 2008.
e Adaptive cruise control, which adjusts the vehicle’s speed to maintain a constant
distance from the vehicle immediately ahead of it, introduced in 2007,
*  Self-parking, introduced in 2006.
e Lane keep assist, which actively returns the vehicle to its original lane when it is in
danger of drifting from it, introduced in 2010
« Pedestrian avoidance, which warns the driver of an impending collision with a
pedestrian and, in some systems, will assist the driver with steering and braking to avoid
collision, introduced in 2014.
o Intelligent speed adaptation, which automatically adjusts the vehicle’s speed in
response to the driving environment, which is likely to come on the market by 2018.

As in the case of warning and aid features, assistance features are enabled by technologies such as
processors and software, mono- and stereo-vision cameras, radar {both short- and long-range), and light
detecting and ranging (LIDAR) technology, which uses reflected light signals to assess the driving
environment.
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Foundation for Partiailly Autonomous Driving

Taken together, ADAS features and sensor technologies are the building biocks of partially autonomous
driving, which in certain scenarios will allow a vehicle to drive or brake without driver intervention.
Some partially autonomous features will soon be available to the public. They include:
e Single-lane highway autopilot, which enables the car to operate without driver intervention as
long as it remains in a single lane. it could be introduced as soon as 2016.
» Traffic jam autopilot, which takes over vehicle operation in dense, very low-speed driving
environments, likely to be introduced as soon as 2017.
s Autonomous valet parking, which automatically seeks out a free parking space and parks the
vehicle, coming as soon as 2017,
* Highway autopilot with lane-changing, available as soon as 2018,
s Urban autopilot, which enables autonomous driving at fow speeds only. Its developers expect to
roll it out it in 2022,

Market Adoption

ADAS features have a slow adoption curve primarily because of consumer understanding and
acceptance and, of course, consumer willingness to pay.

For example, the install rate in new vehicles of surround-view systems, which first became available in
2010, is projected to grow to only three percent by 2020 from one percent today. Their average cost to
consumers is expected to fall during that time from $900 per vehicle to $660.

In contrast, rearview cameras have rapidly penetrated the market, thanks in large part to legistation that
mandated their installation in all new vehicles by 2018 and the inclusion of rearview video systems in
the U.S. New Care Assessment Program (NCAP} as a “Recommended Advanced Technology Feature.”
Introduced in 2002, the rearview cameras and parking assist features reached 40 percent market
penetration in 2010 and 56 percent in 2015. Rearview cameras will be featured on 100 percent of new
vehicles by 2018. Their cost to the consumer, meanwhile, has plummeted from an average of $722 per
vehicle in 2010 to $550 today. By 2020, the average cost should drop to $418 per vehicle.

Better consumer information and education as well as market incentives will increase the take-rate of
ADAS technologies and MEMA supports the efforts of this Committee to promote ADAS technologies

through the expansion of NCAP and expanded credits for Greenhouse Gas emissions.

Comments and Recommendations on Committee Discussion Draft

Title 1l, Section 202

The legislation as drafted would place an unreasonably short period of time on suppliers ~ three
business days - to identify all part numbers subject to a recall. At the same time, vehicle manufacturers
are given five business days to provide all Vehicle ldentification Numbers (VIN) for recalled vehicles.
While suppliers work closely with vehicle manufacturers during the recall process, in many cases the



65

Testimony of Ann Wilson MEMA
10/21/2015 Page 5 of 6 W'\D

WAL BIREL Y

same component for a recalled vehicle may have multiple part numbers depending on the model year
and other factors. Therefore it can take additional time for a supplier to provide a complete and
accurate list of relevant part numbers. Accordingly, we believe that the same timeframe - five business
days - should apply equally to suppliers and vehicle manufacturers.

Title 111, Section 303

MEMA supports the inclusion of suppliers and independent repair shops in the proposed Automotive
Cybersecurity Advisory Council {ACAC), as suppliers play a leading role in many of the advanced
electronics in today’s vehicles, However, the objectives of the ACAC appear to be similar to those being
address by the automotive industry Information Sharing & Analysis Center (ISAC). MEMA believes
industry led groups can be more effective in addressing cybersecurity issues.

At the same time, MEMA would like to highlight a growing concern. New car dealers only represent
approximately 14.3 percent of the total automotive service outlets and 28.1 percent of the service bays
where light vehicles can go for repairs and maintenance. The majority of service {(approximately 70
percent) is performed by the independent aftermarket. Technology in new vehicles contain enhanced
electronic information about vehicle systems that are critical to diagnostic and repair work. The
independent aftermarket must have access to this data to ensure that motorists have access to a wide
range of repair options as they do today.

Title IV, Section 403

The discussion draft would require suppliers to retain virtually any and all documents for a period of 10
years concerning “malfunctions” that “may” be related to safety issues. This language as drafted is
overly broad and vague, and sets a difficult standard to meet. During the design, engineering and
testing process for every part or component, refinements and improvements are typically applied. Early
testing for parts or components may result in adoptions or changes. However, that does not mean a
safety risk exists. In the alternative, the Committee should direct NHTSA to consider whether additional
document retention requirements are necessary.

Title V, Section 501

As previously discussed, suppliers have a critical role in the design, engineering, testing and
manufacturing of advanced technologies for use in vehicles and accordingly suppliers must be
specifically included in the Advanced Automotive Technology Advisory Committee {AATAC).
Furthermore, the 35 percent threshold specified in {{2) (¢} (1)) for inclusion of a technology on the
Monroney label is too high, Collision avoidance systems currently available in new vehicles should be
required to be listed as part of the NCAP rating on all new vehicle labels that include the technology.
MEMA does support the language as drafted requiring the label to indicate if a vehicle is not equipped
with such technology.
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Title V, Section 502

MEMA supports awarding credits for advanced technologies for Greenhouse Gas emissions, The use of
these technologies will result in better traffic flow, less fuel consumed and few vehicle emissions.
However, there should not be a difference in credits for vehicles with at least three advanced vehicle
technologies {three or more grams per mile) and vehicles with one connected vehicle technology (six or
more grams per mile).

Advanced automotive technologies are now active and available in the marketplace, and a vehicle with
at least three of these technologies is actively working to improve that vehicle’s performance, using less
fuel and reducing emissions. Connected vehicle technology, including Dedicated Short Range
Communications (DSRC) systems exist, but are not in use in the vehicle fleet.

Conclusion

MEMA thanks the Committee for its foresight in working to provide greater consumer acceptance of
ADAS technologies. The industry is committed to working with Congress to establish new and
innovative ways to increase the adoption of these lifesaving technologies and to address other critical
safety concerns.
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Mr. BURGESS. The chair thanks the witness.
Mr. Dotson, you are recognized for 5 minutes for the purpose of
an opening statement, please.

STATEMENT OF GREG DOTSON

Mr. DoTsoN. Thank you. Chairman Burgess, Ranking Member
Schakowsky, and members of the subcommittee, thank you for the
opportunity to testify today. My name is Greg Dotson. I am Vice
President for Energy Policy at the Center for American Progress,
a nonprofit think tank dedicated to improving the lives of Ameri-
cans through progressive ideas and actions.

The auto manufacturing industry touches the lives of all of us.
Many Americans rely on their cars and trucks to get to work, to
do their jobs, to transport their families safely. For these reasons,
the industry is regulated in a number of vitally important ways: to
minimize the risk of accidents, to minimize our dependence on oil,
and to prevent pollution from choking our communities. The result
is that today’s vehicles have attributes once believed to be incom-
patible. They are safer, more efficient, and less polluting.

Today, I am going to focus my testimony on Sections 502 and 503
of the discussion draft. I have provided a lengthier statement for
the record, but I would like to highlight the five important reasons
that these sections are flawed.

First, the discussion draft presents a false choice by asking Mem-
bers of Congress to choose vehicle safety over pollution reduction.
That is an unnecessary tradeoff. The fact is that we need both
safer motor vehicles and cleaner cars and trucks, and there is no
reason the American people can’t have both.

Second, there is not a sound analytic basis for the proposal. The
bill would encourage automakers to use this technology by giving
them pollution credits for every car they manufacture with crash-
avoidance technology like automatic emergency braking or tech-
nology that helps with congestion mitigation like an in-dash GPS.
Unfortunately, there just isn’t sufficient data to support these pol-
lution credits.

In 2012, the Environmental Protection Agency and the Depart-
ment of Transportation examined this issue. The automaker
Daimler had argued that the agency should provide pollution cred-
its for crash avoidance technology. The agency said that credits
should only be awarded where the technologies provided real-world
improvements to fuel economy and pollution reduction, the im-
provements must be verifiable, and the process by which they are
granted should be transparent.

The agencies determined that none of these factors were satisfied
for technologies used for crash avoidance. Consequently, the agen-
cies concluded that the advancement of crash-avoidance systems is
best left to NHTSA’s exercise of its vehicle safety authority.

The discussion draft would reverse this conclusion. Under this
proposal, Section 502(a) provides a credit of 3 or more grams of car-
bon dioxide per mile to any vehicle that is equipped with an ad-
vanced vehicle technology. The bill also offers a credit of 6 or more
grams of carbon dioxide per mile to any vehicle that is equipped
with connected-vehicle technology. Three grams might not sound
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like a lot, but it is many times more than Daimler argued to EPA
was warranted for this technology in 2012.

And although EPA is still in the process of determining the ex-
tent of Volkswagen’s violations, in all the publicly discussed esti-
mates, the excess pollution from the non-complying VW vehicles is
less than 3 grams per mile. The fact is 3 grams per mile for every
mile every day for every year for every car adds up to substantial
pollution.

Third, the discussion draft would allow more pollution for using
technologies that are going to be used even without this additional
incentive. For instance, just last month, 10 major vehicle manufac-
turers publicly committed to making automatic emergency braking
a standard feature in all new vehicles. It makes no sense to give
these companies an incentive for something they intend to do any-
way.

Fourth, the loopholes created by this bill could only grow bigger
over time. Section 503(a) would authorize the Secretary of Trans-
portation to select any technology and award that technology as
many pollution credits as necessary to “incentivize” its adoption.
There is no upper-bound limit on how many credits might be
awarded under this language.

Finally, the bill, as currently drafted, would curb the role of
States in innovating carbon pollution reductions at the state level.
As we have seen time and again, the States are the laboratories
of innovation. They have demonstrated countless successes, and
there is no basis for so easily stripping them of their important
role. We should remember that it was the State of California that
led the way in detecting the VW emissions scandal.

Mr. Chairman, Ranking Member, and members of the sub-
committee, it has not been easy for the United States to establish
a regulatory structure that is transparent, data-driven, technology-
based, and effective. I urge you to reject pleas for new special-inter-
est loopholes and maintain our current rigorous system. The Amer-
ican people expect a regulatory system that cuts pollution and in-
creases safety. Let’s not sacrifice one for the other.

And I would be happy to take any questions you have.

[The prepared statement of Mr. Dotson follows:]
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Chairman Burgess, Ranking Member Schakowsky, and members of the subcommittee, thank you
for the opportunity to testify today. My name is Greg Dotson, and I am Vice President for
Energy Policy at the Center for American Progress, or CAP, a nonprofit think tank dedicated to
improving the lives of Americans through progressive ideas and actions.

The auto manufacturing industry touches the lives of all of us. By the industry’s own account, it
directly employs more than 1.5 million people, and, according to the Bureau of Economic
Analysis, adds more than $100 billion to the nation’s gross domestic product.’ Many Americans
rely on automakers’ products daily to get to work, to do their jobs, and to transport their families
safely.

For these very reasons, the industry is regulated in a number of vitally important ways — to
minimize the risk to passengers in the event of accidents, to maximize the safety of our
roadways, to minimize our dependence on oil, and to prevent pollution from choking our
communities. The result is that today’s vehicles have attributes once believed to be incompatible
~— they are safer, more efficient, and less polluting. The Obama Administration has put us on a
path to continue and enhance this trend.

Today, | am going to focus my testimony on sections 502 and 503 of the discussion draft. These
provisions would unfortunately take us in the wrong direction by promoting a false policy
tradeoff. The principle behind these sections is that in order to encourage automakers to
introduce advanced technology ~ some of which is safety related and some of which is not —
Congress must allow them to pollute more. This will punch new loopholes into the Clean Air Act
and undermine the cfforts of federal and state governments to clean up pollution from vehicle
tailpipes.

Background: Recent Federal Action to Cut Greenhouse Gas Tailpipe Emissions

To achieve the carbon pollution reductions we need to avert the worst impacts of climate change,
the United States must continue to identify ways to make our cars and trucks cleaner and more
efficient. The Obama Administration has demonstrated tremendous leadership in cutting

poliution from the transportation sector.

In May 2010, the Environmental Protection Agency (EPA) and National Highway
Transportation Safety Administration (NHTSA) issued greenhouse gas (GHG) emissions

Progressive ideas for a Strong, Just and Free America
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standards and corporate average fuel economy standards for model years 2012 through 2016 for
light-duty vehicles.” These were the first-ever national greenhouse gas emission standards issued
under the Clean Air Act. On October 15, 2012, the EPA and NHTSA issued the second phase of
these standards for model years 2017 through 2025.° At the time of the rulemaking, light-duty
vehicles accounted for nearly 60 percent of U.S. transportation-related petroleum use and
greentiouse gas emissions.*

These standards are the most important federal action ever taken to reduce greenhouse gas
pollution from the transportation sector while making cars more fuel efficient for consumers. In
model year 2025, the EPA estimates that the standards will achieve an average fleetwide level of
163 grams of carbon dioxide per mile, which is the equivalent of 54.5 miles per gallon if
achieved through fuel economy improvements. Model year 2025 vehicles will emit one haif of
the greenhouse gas emissions of a model year 2010 vehicle. When combined, the standards for
model years 2012-2016 and 2017-2025 will cut 6 billion metric tons of greenhouse gases over
the lifetimes of the vehicles, which is more carbon dioxide than the United States released in
20107

Consumers also benefit at the gasoline pump. The combined standards are projected to save
consumers more than $1.7 trillion in fuel costs by 2025. Consumers who purchase a new model
year 2025 vehicle will save more than $8,000 at the gasoline pump over that vehicle’s lifetime.®

The EPA greenhouse gas standards for light-duty vehicles are based on carbon emissions
footprint curves; meaning, each vehicle must meet a different emissions compliance target
adjusted for the footprint or size of the vehicle. For example, a vehicle with a model footprint of
40 square feet, such as today’s Honda Fit, would have a 2025 emissions target of 131 grams per
mile, whereas a vehicle with a model footprint of 67 square feet, such as today’s Chevy
Silverado pickup truck, would have a 2025 emissions target of 252 grams per mile.”

Concerns Raised by the Discussion Draft

Sections 502 of the discussion draft gives automakers greenhouse gas “credits” for installing
certain vehicle technology. Section 503 ensures that federal fuel economy requirements change
to reflect the new, weaker emissions standards set under section 502.

If this bill becomes law, automakers will be allowed to emit more greenhouse gas emissions
from vehicle tailpipes than allowed under current law. This bill suggests, falsely, that to ensure
cars employ the latest in vehicle safety technology, we must concede the safety of our climate.
Although this legislation is characterized as promoting safety, the Committee should be aware
that this legislation also promotes technology that may not have any auto safety benefit.

The Bill Undermines the Integrity of the Vehicle Emissions Reduction Program

This bill allows automakers to emit more greenhouse gas pollution in exchange for installing
certain vehicle technology. Specifically, section 502(a) provides a credit of 3 or more” grams

.2
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of carbon dioxide per mile to any light-duty vehicle, light-duty truck, or medium-duty passenger
vehicle that is equipped with at least three advanced vehicle technologies. The bill also offers a
credit of #6 or more” grams of carbon dioxide per mile to any vehicle that is equipped with
connected vehicle technology.

Under this bill, a single vehicle could emit at least 9 grams per mile more pollution than altowed
under current law. To put that figure in context, between the 2012 and 2013 model years,
automakers reported reducing their fleetwide carbon dioxide emissions by 9 grams per mile. The
credits contemplated by this bill could wipe out the tailpipe emissions reductions benefit of an
entire year’s worth of technological development and deployment.*

I would like to note that the majority’s background memo for this bill suggests that the intent of
this section is to provide **3 or more grams per mile for an advanced automotive technology;”
meaning, each installed technology, rather than each vehicle, could earn the 3 gram per mile
credit.” If the bill’s language is adjusted to be consistent with this policy, then credits would be
offered of at least 9 grams per mile for advanced vehicle technologies and another 6 grams for
connected vehicle technology. That would open a gaping loophole in the greenhouse gas
emissions program and further erode the progress we have made in putting cleaner cars on the
road.

Automakers already have the ability to apply to obtain greenhouse gas credits from so-called off-
cycle technologies—that is, technologies that reduce emissions and lower fuel consumption on
the road but may not demonstrate that benefit during emissions testing. For example, in
September of this year, the EPA approved several automakers’ requests for off-cycle technology
credits for high efficiency exterior lighting, air conditioning improvements, engine and
transmission warm-up technologies, and others.!® To earn these off-cycle credits, the automakers
have to prove that the technology will actually reduce emissions. They must use modeling, on-
road testing, or other approved analytical or engineering methods to demonstrate the emissions
benefit over a wide range of driving conditions. Stakeholders also have an opportunity to provide
comment on proposed credits."!

In contrast, the credits proposed by this bill are arbitrary and are not supported by adequate data.
Instead, the bill creates a pathway for automakers to do an end run around the existing rigorous
and transparent process.

An example may help to show how arbitrary the bill’s proposed credits are and how some
automakers may choose to employ them.

During the EPA rulemaking for the 2017-2025 model year light-duty vehicle greenhouse gas
emission standards, the auto manufacturer Daimier submitted comments saying that EPA and
NHTSA “should provide ‘congestion mitigation credits based on crash avoidance technologies,’
because crash avoidance technologies can potentially reduce traffic congestion associated with
motor vehicle collisions and thus, *similar to off-cycle technologies,” provide ‘significant CO2
and fuel consumption benefits.”!* Daimler suggested that a technology package of forward
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collision warning and adaptive brake assist should receive a credit of 1,0 gram of carbon dioxide
per mile. The company suggested adding a 0.5 gram credit for installing autonomous emergency
braking and adaptive cruise control.'?

Notably, the bill we are discussing today would offer a 3-gram credit for installing advanced
vehicle technologies. The size of the credit contemplated by this bill does not appear rooted in
evidence.

For its part, the EPA and Department of Transportation rejected Daimler’s suggestions. The
agencies note that the EPA offers off-cycle credits for technologies when “the amount of GHG
emission reduction and fuel economy improvement attributable to the technology being credited
can be reliably determined, and those improvements can be directly attributed to the improved
fuel economy performance of the vehicle on which the technology is installed.”'* They
acknowledged that preventing traffic accidents can reduce congestion and associated emissions
but argued that it would be impossible to attribute emissions savings to one particular make and
madel of a vehicle to which the credit would be applied. The agencies stated that “credits should
be available only for technologies providing real-world improvements™ that are “verifiable”
through a transparent process.'> According to the agencies, “none of these factors would be
satisfied for credits for these types of indirect technologies used for crash avoidance systems,
safety-critical systems, or other technologies that may reduce the frequency of vehicle crashes.”'

Daimler told the EPA that emissions of 6 grams of carbon dioxide per mile could be averted “if
all accidents were avoided.”!” I think we can all agree that elimination of all traffic accidents is
an unrealistic standard. But today’s bill suggests that an automaker should receive a 6 gram per
mile credit for installing just one connected vehicle technology.

The Bill Opens the Door to Unlimited Loopholes

The bill defines the qualifying technology quite broadly; in fact, the technology does not even
have to provide any safety benefit to qualify for these greenhouse gas credits.

Section 503 of the bill provides a broad definition of the types of technology that could qualify
as “advanced automotive technology,” including any “vehicle information system, unit, device,
or technology that meets any applicable performance metric and demonstrates crash avoidance or
congestion mitigation benefits.” Under this definition, for example, one could argue that a car
equipped with GPS would qualify for the credit, as the GPS can help the driver avoid a traffic
jam on the way to the grocery store. The EPA and Department of Transportation have stated
quite clearly that it is nearly impossible to quantify the per-vehicle emissions reductions benefits
of GPS and other “driver interactive technologies.”'® According to the agencies, these
technologies “do not improve the fuel efficiency of the vehicle under any given operating
condition.”™ Instead, these technologies provide drivers with information that may or may not
be accurate, that drivers may or may not use, or that may or may not actually reduce emissions.
The agencies specifically cite evidence that drivers most often use GPS and other navigations
systems to find the shortest route to their destination, which may or may not be the route that is
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the most fuel efficient or least polluting.*®

The discussion draft also opens a window of opportunity for the Department of Transportation to
significantly expand the type of technologies that qualify for these greenhouse gas credits.
Section 503 of the bill states that any interested person can petition the Department of
Transportation to promulgate a rule to add an advanced automotive technology to the definition.
If the Department decides to expand the definition, the Transportation Secretary then has the
authority to determine the appropriate level of greenhouse gas and fuel economy credits
“necessary to incentivize the implementation of the additional advanced automotive technology.”

Again, this is incredibly broad and subjective and essentially gives the Transportation Secretary
unlimited discretion to increase the number of credits to the extent necessary to “incentivize”
automakers to install certain technology. Moreover, it has the effect of giving the Department of
Transportation, rather than the EPA, the authority to determine how much pollution the nation’s
cars will be allowed to emit.

On top of all of that, the amount of the credits offered to automakers can increase without
bounds. Section 502(a) of the discussion draft directs the EPA Administrator to review the
greenhouse gas credits every other year, starting in 2026, to determine whether to change the size
of the credit. But the bill ties the Administrator’s hands by specifying that the credits must be “3
or more™ and **6 or more” grams of carbon dioxide per mile. It appears the Administrator has
authority under this bill to increase the credit and allow more pollution indefinitely but has no

authority to reduce it or get rid of it entirely.
The Bill Disregards the Leadership of the States

Section 502(b) of the discussion draft threatens to upend the successful federal-state balance
relating to vehicle tailpipe emissions that has worked to get cleaner, more efficient cars on the
market.

The Clean Air Act preempts states from setting their own vehicle emission standards, with one
important exception. The EPA can grant a waiver to California to allow it to establish its own
vehicle emission standards if those standards are at least as stringent as federal standards and
necessary to meet “compelling and extraordinary conditions,”' Section 502(b} of the discussion
draft adds a condition for obtaining this waiver: applying the greenhouse gas emission credits “to
the full extent.” Morcover, the discussion draft gives California only 30 days to revise its vehicle
emissions standards should the Department of Transportation add another qualifying vehicle
technology to the list of those generating credits. If California fails to meet that unfair and
unrealistic timeline, the state loses its waiver and right to impose its own vehicle emissions
standards.

California is not the only state affected by this provision. Under section 177 of the Clean Air
Act, other states can adopt California’s vehicle emissions standards providing that “such
standards are identical to the California standards for which a waiver has been granted.”™ As a
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result, states that have adopted the California standard would have to modify their state programs
as well to match California’s, assuming California was even able to modify it within the 30 day
timeframe.

Interfering with the right of California and other states to exercise leadership in vehicle pollution
control would have real-world consequences. California’s pollution standards have helped drive
development of technology that we see in cars on roads across the country. California’s
authority to set and enforce standards also played a key role in the discovery of the Volkswagen
pollution scandal. It was the California Air Resources Board that launched the initial
investigation into the company’s alleged use of defeat devices to pass emissions tests.

The Bill Offers Companies Credit for Actions Already Underway

Sections 502 and 503 of the bill would give pollution credits to automakers to incentivize them
to install technologies they already have committed to installing. For example, just last month,
ten major vehicle manufacturers publicly committed to making automatic emergency braking a
standard feature in all new vehicles.” It makes no sense to give these companies a permit to
pollute more, especially in exchange for little to no real-world safety benefit.

Conclusion

Under today’s policy framework, state and federal regulators have the tools they need to make
continued progress on safety, efficiency, and public health protection. Unfortunately, the
legislation the Committee is considering today would upend this framework by curbing the

important role of states and creating new loopholes in the Clean Air Act to allow more pollution.
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Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

Ms. Claybrook, you are recognized for 5 minutes for your opening
statement, please.

STATEMENT OF JOAN CLAYBROOK

Ms. CLAYBROOK. Thank you very much, Mr. Chairman and
Ranking Member Schakowsky and members of the subcommittee.

I am Joan Claybrook, Consumer Co-chair of Advocates for High-
way and Auto Safety and former Administrator of NHTSA. I appre-
ciate the opportunity to testify before you today on such an impor-
tant issue, the safety of our families and friends on our nation’s
roads and highways.

Let me share with you some important statistics as you begin
considering this bill: 33,000 deaths and over 2 million horrible inju-
ries annually in motor vehicle crashes; 801 manufacturer recalls
and service campaigns of more than 63 million vehicles in 2014;
613 recalls already in 2015 involving 40 million vehicles. For these
recalls, at least 200 people innocently killed and hundreds injured
because automakers sold cars they knew had safety defects.

There have been House and Senate hearings over the last 2
years on faulty GM ignition switches and exploding Takata airbags
where I heard countless hours of testimony and indignation ex-
pressed by committee members. There have been over 2 billion in
Department of Justice and civil fines against recalls since 2010 be-
cause of the NHTSA enforcement and Justice enforcement; total
NI—lllTSA safety budget, a measly $130 million a year, a measly 130
million.

Eleven family members sitting behind me today and millions of
Americans expect their legislators to enact sensible solutions for se-
rious safety problems, one opportunity to get it right.

Congressional hearings, media reports, and DOT inspector gen-
eral reports have all uncovered industry misconduct and NHTSA
missteps that put millions of Americans at risk on the highway.
The outstanding problems that need legislation that addresses
them are: a chronically underfunded and understaffed agency re-
sponsible for regulating giant corporations and ensuring public
safety; a lack of adequate civil and criminal penalties to deter auto-
makers from putting profits before public safety; a predisposition
by NHTSA to needlessly withhold information from consumers
about vehicle safety problems that thwarts their ability to legally
challenge the agency actions—all that is now changing under Mr.
Rosekind; thank you, a legal loophole that allows consumers to
drive off the lot of a rental car company or a used-car dealer with
a vehicle under recall but not repaired; and agency powerlessness
to take swift action when there is imminent hazard.

The draft bill will set a safety agenda for the agency for the next
6 years. At a time when motor vehicle deaths and injuries are
climbing, stronger safety standards are urgently needed. Serious
problems have been exposed and new challenges face the agency.

What does this bill due to enhance safety and equip the agency
with the legal and financial tools to fulfill its safety mission? Very
little. Instead, it seriously dilutes critical vehicle emission controls
and wastes taxpayer dollars by turning NHTSA into the National
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Highway Traffic Study Administration. The bill diverts precious
government resources to conduct at least 16 burdensome studies
and reports and put the auto industry in the driver’s seat on vehi-
cle safety at the expense of public safety.

Under the draft bill, automakers can barter and trade off fuel
economy and safety when we know the technologies exist to build
safe, fuel-efficient, and clean cars. Other provisions delay public no-
tification of recalls until NHTSA is in receipt of all the vehicle
identification numbers subject to the recall, and NHTSA is re-
quired to draft its notice of a safety defect and noncompliance in
coordination with the manufacturer, something that a regulator
should not be limited to.

The bill provides a blanket exemption for motor vehicle safety
standards for replica and other vehicles intended for testing and
evaluation, and these giveaways are unnecessary because NHTSA
already has a regulatory process to do this in the law.

Furthermore, the draft bill provides a breathtaking double stand-
ard for manufacturers at the expense of consumers. And Section
406 mandates that industry failure to follow DOT voluntary guide-
lines cannot be used as evidence in a civil action. However, indus-
try may use compliance with those same guidelines to show compli-
ance with federal regulations in the same civil action.

The real intention of these and other provisions setting up indus-
try-stacked advisory committees and councils are not to advance
safety but to thwart NHTSA from regulating industry and to keep
the public out.

Problem-solving proposals to the problems identified by the hear-
ings that you have heard again and again are found in H.R. 1181
that has been introduced by Ranking Member Frank Pallone and
Subcommittee Ranking Member Jan Schakowsky. It is a com-
prehensive approach that includes tougher penalties, eminent haz-
ard authority, improved transparency, pedestrian safety measures,
prohibitions on renting vehicles or selling used cars under recall,
judicial review of final agency actions on recalls, and revolving-door
protections, and an overdue direction to the agency to address the
tragedies of unattended children left behind in a vehicle, and some
200 of them die a year.

Unless this committee acts to pass meaningful legislation that
will prevent illegal and immoral behavior by the auto industry, this
string of scandals will continue: Firestone tires, Toyota sudden ac-
celeration, GM faulty switches, Takata exploding airbags, and now
cheating VW cells. There are no credible excuses for delaying any
longer the adoption of consumer protections, increased penalties for
corporate misbehavior, strengthening NHTSA’s authority and re-
sources, and improve vehicle safety standards that can really save
lives and reduce injuries and prevent industry fraud.

Thank you so much for the opportunity.

[The prepared statement of Ms. Claybrook follows:]
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ADVOQCATES

Summary of Testimony of Jean Claybrook
Consumer Co-Chair, Advocates for Highway and Auto Safety
Former Administrator, National Highway Traffic Safety Administration

Fach year motor vehicle crashes kill more than 33,000 lives and injure millions more at a cost to society of $800 billion.
Unfortunately, deaths resulting from motor vehicle crashes are on the rise. The most recent data available from the National
Highway Traffic Safety Administration (NHTSA) indicates that traffic fatalities in the first three months of 2015 have increased
by 9.5 percent since last year. Moreover. the National Safety Council estimates that motor-vehicle deaths are up 14 percent over
the first six months of 2015, representing the largest increase since 2007.

These grim statistics come at a time when Americans are also facing a record number of recalls for defective motor vehicles. In
2014, according to NFH'TSA, there were 801 separate recalis and service campaigns involving 63.7 million vehicles. So farin
2015, there have been 613 recalls covering over 40 million vehicles according to the agency. Additionally, there have been ten
Congressional hearings on vehicle safety defects issues during the 113th and [ 14th Congresses, of which six were held by the
House Energy and Commerce Committee. Yet, Congress has not taken any meaningful or corrective actions to stop auto
industry cover-up and hold corporations acceuntable or provide the NHTSA with the staff and financial resources to protect
consumers, issue critical safety standards and regulate the auto industry. In the face of so many recent deadly safety recalls,
hundreds of needless deaths and injuries due to hidden defects, extensive auto industry misconduct, inadequate agency funding,
and paltry fines there is an urgent need for Congress to pass legislation that protects the public instead of corporate executives.

The NHTSA has a laudable history of saving lives through issuing vehicle safety standards and implementing behavioral
initiatives. It is both unfortunate and unnecessary that the agency is chronically underfunded even while its critical importance
to public health and safety and saving money is clearly documented. In order to advance safety gains and improve the agency’s
effectivencss in detecting, investigating and solving safety threats as well as meeting new expected challenges, a substantial
increase in funding is essential and justified for NHTSA. The agency must also be given the authority to pursue relevant and
robust penalties. The unsatisfactory conclusion to the recent investigation of the GM vehicles equipped with a defective ignition
switch is a stark reminder of why NHTSA must be given the authority to levy larger monetary fines than currently capped in the
law at 2 measly $35 million as well as criminal penalties for such grave malfeasance and misconduct.

Advocates supports amending several federal laws to provide NHTSA with enhanced authorities to address existing safety
problems and future challenges. The draft bill released by the Committee’s majority does not provide solutions to the problems
identified at the six hearings nor does the bill advance safety in any significant or meaningful way. Instead, the bill seriously
dilutes critical environmental protections that control vehicle emissions and promote fuel economy and wastes taxpayer dolfars
by turning NHTSA into the National Highway Traffic Study Administration. The bill diverts precious agency resources to
conducting at least 16 separate burdensome studies or reports. Additionally, several provisions put the auto industry in the
driver’s seat on vehicle safety at the expense of the regulatory agency and the safety of the American public.

Many of the needed changes are included in the Vehicle Safety Improvement Act of 2015, H.R. 1181, sponsored by Committee
Ranking Member Frank Pallone (D-NJ6) and Subcommittee Ranking Member Jan Schakowsky (D-1L.9) as well as other
Committee cofleagues. This legislation includes commonsense and cost-effective solutions to the numerous problems identified
in hearings held by the Energy and Commerce Committee on the defective GM ignition switches and exploding Takata airbags.
In addition to tougher penalties, imminent hazard authority, improved transparency and pedestrian safety, critical motor vehicle
safety provisions should be part of the Committee’s safety title including protecting consumers by prohibiting rental car and used
car dealers from selling or renting consumers cars under recall, judicial review of final agency actions, a lobbyiag and
communications “cooling-off” period for NHTSA personnel, and equipping vehicles with technology to detect the presence of a
child who has been left in a vehicle to prevent another senseless tragedy.

There are no acceptable excuses for delaying any longer the adoption of lifesaving laws, consumer protections, increased
penalties for corporate misbehavior, strengthening NHTSA's authority and resources, and improved vehicle safety standards that
can save lives and reduce injuries, especially when sensible solutions are at hand.
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Introduction

Good morning Chairman Burgess, Ranking Member Schakowsky and members of the
Subcommittee. 1 am Joan Claybrook, Consumer Co-chair of Advocates for Highway and Auto
Safety (Advocates) and former Administrator of the National Highway Traffic Safety
Administration (NHTSA). Advocates is a coalition of the leading public health, safety, and
consumer organizations and the major property and casualty insurance companies and insurance
agents that works together to prevent motor vehicle crashes, save lives, reduce injuries and
contain costs through the adoption of highway and auto safety laws, programs and regulations.
Advocates is a unique coalition dedicated to improving safety by addressing motor vehicle

crashes as a public health issue.

According to the federal government, each year motor vehicle crashes claim more than 33,000
lives and millions more are injured at a cost to society of $800 biltion.! Unfortunately, deaths
resulting from motor vehicle crashes are on the rise. The most recent data available from the
National Highway Traffic Safety Administration (NHTSA) indicates that traffic fatalities in the
first three months of 2015 have increased by 9.5 percent since last year.” Moreover, the National
Safety Council estimates that motor vehicle deaths are up 14 percent over the first six months of

20135, representing the largest increase since 2007.°

These grim statistics come at a time when Americans are also facing a record number of recalls
for safety-defective motor vehicles. In 2014, according to NHTSA, there were 801 separate
vehicle recalls and service campaigns involving 63.7 million vehicles. So far in 2015, there

have been 613 recalls covering over 40 million vehicles according to the agency.”
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History has shown that when automakers place defective vehicles into the marketplace there are
deadly consequences. In 2000, Congressional hearings and the media revealed hundreds of
needless deaths and injuries caused by the Firestone/Ford defective tire flasco. Again, in 2009,
families were put at unacceptable risk due to the Toyota sudden acceleration problem. And, in
the past two years the public has learned about the cover-ups and deception by General Motors
(GM) executives who knowingly used faulty ignition switches that have been linked to at least
174 deaths with some reports placing the grim total above 200 fatalities,® and many more
injuries. Subsequently, the defective airbags manufactured by Takata have caused at least 8
deaths and 100 injuries.” This tragic death toll from these defects that were not revealed to
NHTSA as the law requires is equivalent to the lives that would be lost in a major aviation crash,
If such an incident were the result of a faulty airplane part known to the manufacturer, there is no
doubt that Congress would take swift, strong and immediate action to stop it from happening

again.

Yet, why has the Congress not taken any meaningful action to address and assure correction of
known safety problems contributing to this public safety crisis, despite ten Congressional
hearings® on vehicle safety defects issues during the 113™and 114" Congresses, of which six

9° The majority draft bill contains no

were held by the House Energy and Commerce Committee
significant solutions to deter future safety defects or hold corporations and individuals
responsible for their wrongful actions. And, despite the release last June of the Department of

Transportation’s Inspector General’s scathing report'® on NHTSA’s inadequate efforts to identify

safety-related vehicle defects, including the agency’s failure to document its decisions to not
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investigate potential safety issues, the Majority Bill fails to provide for judicial review of the

agency’s arbitrary rejection of defect petitions filed by the public.

In the face of so many recent disastrous safety recalls, some of them years after the cars were
first sold, the public cries out for action by Congress. The time to act is now or we can surely
expect the same shameful industry behavior, the same unacceptable agency shortcomings, and
the same callous disregard for the safety of families. Is there no moral authority in this Congress

to insist that the blood of innocent victims not be needlessly spilled?

NHTSA has a laudable history of saving lives through issuing vehicle safety standards and
implementing behavioral initiatives, and in the last year has significantly improved its
performance as the cop on the regulatory beat. However, there is still an unfinished safety
agenda that needs to be addressed in the safety title of the multi-year, multi-modal surface
transportation authorization bill Congress is currently debating. This bill will set the safety
agenda for the next six years. During this time period it is expected that there will be nearly 2
million people killed on our roads and 12 million injured. This is roughly equivalent to the
populations of Houston, Texas'' and the Commonwealth of Pennsylvania'® respectively. Why is
the sanctity of life not job One in this Congress? Particularly when the proven life-saving record

of NHTSA’s vehicle safety programs is so significant.

Furthermore, the agency will certainly face many new future safety challenges as vehicle
technology becomes more complex and continues to rapidly develop. While emerging in-vehicle

technologies hold out the hope of improving safety on our nation’s roads, many remain unproven
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and others may very well contribute to the epidemic of distracted driving. Due to the swift
advancement of these technologies, cyber security is also a growing and serious concern. Earlier
this year, researchers funded by the U.S, Department of Defense remotely hacked into the
control system of a driverless car including the braking and steering controls.”® It is essential
that NHTSA, the agency charged with ensuring the safety of our vehicles and our drivers, be
equipped with both the appropriate resources and personnel to confront the myriad of emerging
issues presented by new technologies. It is almost incomprehensible that the entire vehicle
safety program for the U.S. has a miniscule budget of only $130 million, and it has barely
increased over the last six years. It is both unfortunate and unnecessary that this agency is
chronically underfunded by Congress even while its critical importance to public health and
safety continues to expand. Congress has a moral obligation in the safety title of the six year
reauthorization bill to give NHTSA the ability to do its job and to do it effectively. Our lives and

those of our families as well as yours literally depend on it.

Advocates commends this committee for including in the safety title of the Moving Ahead for
Progress in the 21% Century Act’, or MAP-21, several safety provisions directing agency
regulatory actions on overdue lifesaving measures to improve motorcoach safety. These issues,
identified in countless recommendations and crash investigations by the National Transportation
Safety Board, languished for years, even decades, until specific deadlines for agency action were
enacted in MAP-21. However, even now, deadlines for the issuance of a number of final rules
and other safety actions required by the legislation are delayed and will not be completed on
time, including final rules for roof strength, anti-cjection protection and rollover crash

avoidance.” These safety advances are critical as millions of passengers are transported by
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motor coaches each year. In 2013, according the American Bus Association Foundation, the
motorcoach industry in the United States and Canada provided 605 million passenger trips.'®
These delays in issuing safety standards are, in part, a reflection of the agency’s totally
inadequate resources to comprehensively address its safety mission.

Lives Saved by Safety Systems and Programs

Laws passed by Congress and subsequent rules issued by NHTSA requiring vehicle safety
standards and technologies have saved thousands of lives. NHTSA studies show that since 1975
motor vehicle safety technologies have saved over 400,000 lives.!” For example, frontal air bags
saved 2,388 lives in 2013 and have saved nearly 40,000 people since 1991.'% In 2012, electronic
stability control (ESC) saved an estimated 1,144 lives among passenger vehicle occupants.'”
Child restraints saved the lives of 263 children age four and under in 2012 and more than 10,000
young children since 1975.%° In addition to laws requiring safety technologies, other laws
enacted by Congress to improve safety on our roads have been proven lifesavers. For example,

the 2 1-year-old minimum drinking age law has saved 25,013 lives since enactment in 19847

A comprehensive NHTSA reauthorization bill with sufficient agency funding, stronger
enforcement tools, enhanced consumer protections and commonsense and cost-effective safety
requirements will allow NHTSA to fulfill its statutory mission to prevent death and injuries and

economic losses from motor vehicle crashes.

Sufficient Resources for NHTSA are Essential

NHTSA’s funding and staffing levels have suffered over the years. Today, 95 percent of
transportation-related fatalities and 99 percent of transportation injurics® oceur on our streets

and highways and yet, NHTSA receives only one percent of the overall U.S. Department of
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3

Transportation (DOT) budget.” NHTSA is responsible for the safety of over 316 million
Americans who drive or ride in or are around more than 269 million registered motor vehicles.**
Motor vehicle crashes are the leading cause of death for all Americans ages five to 24, and the
second leading cause of death among adults 25 to 34 years of age.” By any measure motor
vehicle deaths and injuries are a major and costly public health epidemic. In order to advance
safety gains and improve the agency’s effectiveness in detecting, investigating and solving safety

threats as well as meeting new expected challenges, a substantial increase in funding is essential

and justified for NHTSA.

The current NHTSA budget for motor vehicle safety activities and research (including
rulemaking, enforcement, research and analysis) is a small portion of NHTSA’s overall budget.
Current funding for NHTSA’s Vehicle Safety and Research program was just $130 million for
Fiscal Year (FY) 2015.% This total is grossly inadequate in the face of the agency’s mission and
safety responsibilities that affect every American and every registered motor vehicle on our
roads, Moreover, this paltry sum has barely increased over the past eight years.”’ When
accounting for inflation over that same time period, NHTSA has effectively experienced a 4
percent decrease in funding for operations and research activities. The agency’s Vehicle Safety
and Research budget of $130 million equates to NHTSA receiving less than one-half dolar for

each of the 269 million registered vehicles on the road in the U.8.*

While NHTSA’s safety budget has shrunk in terms of its buying power, the number of vehicles
on the road the agency must regulate has increased by 24 percent, from 217 million vehicles in

2000 to 269 million in 2013 NHTSA remains woefully under-resourced and the agency’s
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ability to keep up with technology and crash and injury trends is imperiled by the lack of
sufficient resources. This was made abundantly clear during the Toyota sudden acceleration
crisis when the agency had few personne! with backgrounds and experience in electronics, and
none with software experience.” This is unacceptable in light of the important lifesaving
mission of this agency and the rapid increase in vehicle installation of electronic systems in

motor vehicles.

A comparison of the NHTSA's Vehicle Safety and Research budget and the Federal Aviation
Administration’s (FAA) Aviation Safety (AVS) budget provides a clear example of the resource
and funding disparities. From 2006 to 2013, aviation fatalities in the U.S. averaged 534 deaths
annually over that eight year span, while motor vehicle fatalities averaged 35,907 annually over
the same time period. 3 (Chart #1). On average, motor vehicle fatalities are about 67 times
greater than aviation fatalities. This may be understandable because the FAA AVS budget for
Aviation Safety is so much larger than the NHTSA Vehicle Safety and Research budget. In the
past eight years the FAA AVS budget increased from $949 million (2006)32 to $1.2 billion in
(2014) while the NHTSA Vehicle Safety and Research budget barely moved from $119 million

(2006)** to $130 miltion (2015).>° (Chart #2).

The NHTSA paltry increase of a meager $11 million since 2006 is dwarfed by the increase of
more than $250 million in the FAA AVS budget over the same time period, and the FAA AVS
budget increase since 2006 is itself nearly twice NHTSA’s entire Vehicle Safety and Research
budget. The comparison between aviation safety and vehicle safety, both in terms of budgets

and results, are stark and disturbing. Moreover, the discrepancy between the amount spent per
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fatality is stunning. (Chart #3). [n 2013, based on the comparable budget figures, nearly $3
million was spent per aviation fatality while less than $5,000 was spent per motor vehicle
fatality, and the gap is getting wider each year that NHTSA is not sufficiently funded to carry out
its lifesaving mission. My father always told me that you get what you pay for, and we are
paying for aviation safety and benefitting from that investment. However, the figures clearly
show that NHTSA is being short-changed and has been for far too long. And, the public is

paying the price with their lives and their wallets.

The agency budget for vehicle safety should reflect its important lifesaving and cost-saving
mission. Laws and programs administered by NHTSA are responsible for saving at least an
estimated 436,000 lives since 1975.%® NHTSA authorization for vehicle operations and research
should be tripled in acknowledgement of the daunting task the agency faces, the tremendous
workload NHTSA undertakes to ensure the safety of millions of Americans every day of the
year, and the success of its efforts.

NHTSA Must be Given the Authority to Pursue Relevant and Robust
Penalties

The recent settlement of the investigation of the GM vehicles equipped with a defective ignition
switch did not include any admission of criminal culpability or a civil fine sufficient to deter
similar corporate misbehavior and offenses from occurring in the future. This unsatisfactory
conclusion to an investigation involving a motor vehicle defect that has killed far too many
Americans is a stark reminder of why NHTSA must be given the authority to levy larger
monetary fines than currently capped in the law at a measly $35 million as well as criminal

penalties for such grave malfeasance and misconduct. Without this overdue legislative change,
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the American public will continue to be the unknowing victims of manufacturers that place

profits above public safety.

For far too long manufacturers have been selling deadly cars that kill and injure consumers
without taking personal responsibility or suffering serious consequences. History will continue
to be repeated unless Congress acts. In 2000, faulty Firestone tires were found to be responsible
for numerous fatal crashes. In 2009 the sudden and unintended acceleration of Toyota vehicles
killed and injured innocent motorists. Over the last two years, Congressional hearings revealed
purposeful actions and decisions by corporate executives to hide and mislead NHTSA and the
public about defective GM ignition switches and exploding Takata airbags. Individuals who
knowingly permit vehicles with serious and deadly safety defects to be placed in the stream of
commerce, and those who knew of the defect and concealed that knowledge should be held
accountable for their actions. Without appropriate civil penalties and criminal sanctions to deter

corporate misbehavior, nothing will change.

NHTSA is almost 50 years old®” and should be given authority and powers commensurate with
the agency’s experience and safety mandate. This responsibility should be coupled with powers
that permit the agency to fully perform its duties and allow the agency to exercise its
enforcement authority to ensure the safety of vehicles on our streets and highways. For these
reasons, the current cap on maximum fine amounts NHTSA may impose should be removed.
For large multinational corporations the financial penalty imposed must be more than just a cost-

of-doing business paid from petty cash.
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The NHTSA must also be given the authority to pursue criminal penalties in appropriate cases
where corporate officers who acquire actual knowledge of a serious product danger that could
lead to serious injury or death and knowingly and willfully fail to inform NHTSA and warn the
public. Under current federal law, many agencies already have authority to pursue criminal
penalties including the Consumer Product Safety Commission, the Food and Drug
Administration and the Securities and Exchange Commission. The lack of criminal penalty
authority has hampered the agency’s ability to deter automakers from safety defect recidivism.

Safety Provisions Essential to the Safety Title

Advocates supports amending several federal laws to provide NHTSA with enhanced authority
to address existing safety challenges with 21% Century approaches that will allow the agency to
leverage its resources to protect the American public. Advocates strongly supports the following
legislation.

Vehicle Safety Improvement Act of 2015, H.R. 1181

We commend the Ranking Members of the House Energy and Commerce Committee and the
Subcommittee on Commerce, Manufacturing and Trade Representatives Frank Pallone (ID-NJ)
and Jan Schakowsky (D-IL) as well as other Committee colleagues for sponsoring the Vehicle
Safety Improvement Act of 2015, H.R. 1181, and strongly support its enactment. This
legislation includes commonsense and cost-effective solutions to the numerous problems
identified in hearings held by the Energy and Commerce Committee on the defective GM
ignition switches and exploding Takata airbags. We urge that provisions in this bill be a part of

the Committee’s safety title.
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Early Warning Reporting of Fatal Incidents by Manufacturers
The intent of the Transportation Recall Enhancement, Accountability, and Documentation
(TREAD) Act®® was to ensure that the DOT Secretary receives all reports of fatal traffic crashes
that are alleged or proven to have been caused by a possible motor vehicle defect. However,
under current NHTSA regulation, manufacturers need only report that a fatal crash occurred and
do not have to provide the agency with copies that document the underlying claim, notice or
articles that inform the manufacturer that a defect-related fatality involving one of its vehicles
had taken place.® The Vehicle Safety Improvement Act of 2015 requires that for incidents
involving a fatality, manufacturers must submit to the DOT relevant claims and documents that
notified the vehicle manufacturer of the fatal incident.*®
Document and Information Transparency
Currently, NHTSA is not making documents and investigations of safety defects readily
available to the public. The agency has prevented public access to information by overly
classifying records as confidential or requiring the public to seek records through lengthy
Freedom of Information Act (FOIA) proceedings. The Vehicle Safety Improvement Act of 2015
makes several important reforms to give the public better access to NHTSA documents. It
requires:
o The NHTSA to amend its regulations to establish a presumption in favor of public
disclosure of all early warning data unless otherwise exempt from disclosure under
federal law. This would prevent the agency from misclassifying non-privileged factual

information as confidential, and allow it to be released to the public.‘H



91

¢ Improvements to NHTSA’s early warning database in order to increase public access and
availability so private individuals and researchers can assist the agency in identifying
safety problems.*?

Imminent Hazard Authority
The Vehicle Safety Improvement Act of 2015 would also authorize NHTSA to take immediate
action when the agency determines that a defect involves a condition that substantially increases
the likelihood of serious injury or death if not remedied immediately. This “imminent hazard™
power is needed to protect the public, by allowing the agency to direct manufacturers to
immediately notify consumers and remedy the defect as soon as possible. Sadly, far too many
Americans have been killed by a defect in their vehicle they did not know existed. As serious
motor vehicle recalls continue to come to light, this critical reform will give NHTSA a powerful
tool to remedy the danger posed by defective motor vehicles.
Pedestrian Protection
On average, nearly 4,500 pedestrians are killed and 68,000 are injured each year since the recent
low point in pedestrian deaths in 2009.” This equates to an average of a pedestrian being killed
every two hours and a pedestrian being injured every eight minutes.** Pedestrian fatalities have
increased by 15 percent and the number of pedestrians injured has increased by 12 percent since
2009.% In 2013, the latest year of data available, there were 4,735 pedestrian deaths and 66,000
pedestrians injured.*® Vulnerable populations make up a significant share of pedestrian fatalities.
More than one-fifth of children under the age of 15 who were killed in traffic crashes were
pedestrians.’” Older pedestrians (age 65+) accounted for 19 percent (896) of all pedestrian
fatalities in 2013.* Moreover, the fatality rate for older pedestrians (age 65+) was 2 per 100,000

population — higher than the combined rate for all the other ages under 65 (1.4).° In 2010,
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pedestrian crashes resulted in $65 billion in comprehensive costs.” The Vehicle Safety
Improvement Act of 2015 directs DOT to establish standards for motor vehicles in order to
reduce the number of injuries and fatalities suffered by pedestrians who are struck by motor
vehicles. Such a standard could protect especially vulnerable pedestrian populations, including
children, older adults, and individuals with disabilitics. Being hit by a car does not have to be a
death sentence. Advocates and other safety groups have been urging Congress to require the
DOT to issue a safety standard for the hood and bumper areas of motor vehicles in order to
reduce the severity of injuries suffered by pedestrians and bicyclists that frequently result in
death and lifelong disabilities. Such a standard has been in place in Europe for years. Just as
added padding and restraint systems provide occupant protection inside the vehicle in the event
of a crash, design improvements to the hood and bumper, which are already available on some
makes and models sold in the U.S., can afford pedestrians and bicyclists protection on the
outside of the vehicle in the event of a crash.

Eliminate the Sale of Used Cars with Open Recalls

Federal law prohibits automobile dealers from selling new vehicles that are subject to a safety
recall until they are fixed.”" However, there is no such restriction on the sale of used vehicles
even when they have the exact same defects such a defective breaks, faulty steering, or
malfunctioning air bags and seat belts. The Vehicle Safety Improvement Act of 2015 would

close this dangerous loophole.

Consumers who cannot afford to purchase a new vehicle or who simply seek the value of
purchasing a used auto deserve the same protections against safety defects afforded to new car

buyers. In fact, it is not only purchasers of unsafe used vehicles that are endangered by this lack
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of'a common sense protection for consumers, but also all those with whom they share the roads.
The problem of selling these dangerous used cars is widespread. According to CarFax, the
company that provides vehicle history reports to the public, 5 million vehicles with an open
recall were bought and sold by consumers in 2014.%

Prohibit Regional Recalls

The Vehicle Safety Improvement Act of 20135 will also eliminate so-called “regional recalls.”
Due the transient nature of motor vehicles and the fact that the American public is highly mobile,
recalls limited to certain areas of the country exclude numerous vehicles that should be subject to
the same recall and remedy, leaving many Americans needlessly at risk. This dangerous and ill-
advised administrative limitation on recalls should be ended immediately.

Additional Motor Vehicle Safety Provisions that are Needed

Protect Consumers by Prohibiting Rental Car Companies from Leasing Consumers Cars
Under Reeall

Advocates supports the passage of The Raechel and Jacqueline Houck Safe Rental Car Act of
2013, H.R. 2198, of which a modified version is included in the Developing a Reliable and
Innovative Vision for the Economy Act (DRIVE) Act passed by the Senate in July.”® This
legislation will ensure recalled rental vehicles are fixed before a consumer gets behind the wheel.
The measure is named in memory of Raechel and Jacqueline Houck, daughters of Carol {Cally)
Houck, who were killed in a recalled but uncorrected rental car due to a defect in a steering
component that caused an under-hood fire and led to the loss of steering control. The car had
been recalled but had not been repaired before it was rented to the sisters, Raechel {(age 24) and
Jacqueline (age 20). The intent of the bill is to prevent future tragedies and to allow consumers
who rent cars to do so with confidence that the vehicles do not have safety defects subject to a

safety recall. The legislation is supported by Carol (Cally) Houck, Consumers for Auto
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Reliability and Safety, Center for Auto Safety, Consumer Action, Consumers Union, Consumer
Federation of America, National Association of Consumer Advocates, Trauma Foundation,
Advocates for Highway and Auto Safety, and others.

Judicial Review of Final Agency Actions

As already noted, the DOT Inspector General in its June 2015 report to Congress on NHTSA’s
efforts to identify vehicle defects, found that the agency does not always document its decisions
not to investigate potential safety issues.”® The agency’s decisions to decline to fully investigate
reported defect problems, to deny defect petitions and its basis for opening and closing
preliminary investigations and engineering evaluations must be documented and explained to the
public, Moreover, these final agency decisions should be subject to judicial review which is the
standard practice for all other final agency orders.

Lobbying and Communications “Cooling-Off” Period

The federal agency tasked with ensuring that manufacturers meet federal regulations should
never show bias or even give the appearance of partiality. Thus, except for providing testimony,
former DOT and vehicle safety employees should be prohibited, for a period of one year, from
engaging in any communication regarding vehicle safety matters on behalf of a regulated
manufacturer where the former DOT or NHTSA employee seeks official agency action. This
important reform will give the public confidence that NHTSAs first priority remains protecting
the American public.

No Child Left Behind in the Car

All too often adults leave infants and young children in child restraint systems in the rear seats of
passenger vehicles tragically leading to death. Exposure of young children, particularly in

extreme hot and cold weather, leads to hyperthermia and hypothermia that can result in death or
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severe injuries. In 2014 alone, 30 children in the U.S. died of heatstroke.” Over the period 1998
to 2014, 636 children were killed from heatstroke,”® Of these needless deaths, 53 percent
occurred when children were forgotten in the vehicle.”” This risk of heatstroke is higher among
children than adults because a child’s body temperature heats up three to five times faster and

risk is exacerbated if the child is too young to communicate.”®

These inadvertent deaths can be avoided by equipping vehicles with sensors to detect the
presence of the child and sound a warning at the time the driver locks the vehicle with a child
inside. This is not rocket science. Similar warning features currently remind drivers when they
have left the key in the ignition, left the headlamps on, and when a door or trunk is open while
the vehicle is in motion.

Draft Majority Bill-Unsafe Under Any Standard

The bill released by the Committee’s majority (Majority Bill)*® does not seriously advance safety
in any significant or meaningful way. Additionally, the bill seriously dilutes critical
environmental protections that control vehicle emissions and promote fuel economy. The
Majority Bill also wastes taxpayer dollars by turning NHTSA into the National Highway Traffic
Study Administration by directing the federal safety agency to divert its inadequate resources and
staff time to engage in 16 separate burdensome studies or reports.”® There are also several

provisions which put the auto industry in the driver’s seat instead of the regulatory agency.

The Majority Bill is long on burdensome and delaying studies and short on direct actions that
will actually reduce the carnage on our roads, protect consumers from deadly defects, prevent

purposeful industry cover-ups and deceit and address the funding and staffing deficit at NHTSA.
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This draft bill fails to increase the cap on civil penalties that NHTSA may pursue, or provide for
criminal sanctions for manufacturers that knowingly introduce a defective vehicle into the
marketplace even as the massive number of vehicle safety recalls continues unabated. Instead,
the discussion draft of the Improving Recall Tracking Act® directed NHTSA to establish a
needless vehicle identification number (VIN) database that will do little to combat the endless

flood of vehicle recalls confronting American motorists.

In addition, the Majority Bill fails to provide any tangible improvements in vehicle safety, such
as prohibiting used cars with open recalls from being sold to unsuspecting consumers, or
providing NHTSA with imminent hazard authority to expedite the grounding of vehicle models
that present a clear and present public danger. To the contrary, the Majority Bill seeks to exempt
hundreds, possibly thousands of replica vehicles from Federal Motor Vehicle Safety Standards

(FMVSSs) for lifesaving devices such as air bags and seat belts.

Manufacturers already consult databases maintained by private companies to contact customers
regarding vehicle recalls. Thus, not only is a VIN database maintained by NHTSA unnecessary,
but it will also cost untold taxpayer dollars and will swallow precious agency resources at a time
when the agency is badly underfunded. In addition, as the recent scandal regarding the data
breach at the Office of Personnel Management demonstrates, federal databases containing
sensitive personnel information about millions of Americans are ripe targets for computer
hackers at a time when the federal government seems unable to thwart such attacks. Requiring
NHTSA to maintain a VIN database is nothing more than a bad solution in search of a problem

that does not exist.

18
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Furthermore, under the Majority Bill, it will take even longer for the public to learn of dangerous
recalls. Section 202 of'the bill delays notification to the public of recalls until NHTSA is in
receipt of all the VIN's subject to the recall.”” Failing to promptly notify the American public
about dangerous defects in their vehicles can have deadly consequences. The tragic death toll
from the faulty General Motors Corp. (GM) ignition switch, and the exploding Takata air bags,
may have been lessened if drivers had learned earlier that their vehicle contained a fatal defect.
As the Takata defect has proven, the number of vehicles subject to a recall can expand over a
matter of months. Delaying notification to the public of a safety recall when the number of
affected vehicles may change is misguided and dangerous. Moreover, Section 202 also
inappropriately requires NHTSA to draft any notice of a vehicle defect or noncompliance in
coordination with the manufacturer prior to publishing the notice. This provision dilutes

NHTSA’s role as an objective regulatory agency charged with enforcing vehicle safety recalls.

The Majority Bill also contains a number of exemption provisions that will diminish public
safety on our highways. For example, Section 404 of the Majority Bill provides a blanket
exemption from the FMVSS for vehicles intended for testing or evaluation by manufacturers.®”
This broad exemption applics to an unlimited number of vehicles and, unlike the current
application process, will have little or no oversight from federal authorities to ensure these

vehicles do not pose any unreasonable or unnecessary risk to the American public.

Under current law, vehicles that are introduced into interstate commerce for testing or research

may apply for an exemption from the FMVSS.% A regulatory process already exists by which
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manufacturers who produce as many as 10,000 vehicles a year can seek exemption for up to
2,500 vehicles a year on the basis of substantial economic hardship, development or field
evaluation of a new safety feature, or development or field evaluation of a low-emission
vehicle.® NHTSA should retain this oversight responsibility to ensure exemptions from FMVSS
do not unreasonably place the public and safety at risk. Section 404, if enacted, would provide
manufacturers with a blanket exemption from all safety standards without any process for
ensuring that a manufacturer will provide or even attempt to provide the bare minimum level of

safety which highway users should be afforded.

Equally egregious is Section 405 of the Majority Bill which directs NHTSA to establish a
program allowing any number of low volume motor vehicle manufacturers to produce 500
“replica” motor vehicles (replicas of cars produced not less than 25 years ago) annually without
complying with the applicable federal motor vehicle safety standards. As noted above, examples
of lifesaving safety standards from which these vehicles would be exempt include frontal- and
side-occupant impact protection, effective seat belts, and airbags, among others. Under this
provision, potentially thousands of “replica” motor vehicles without the proper safety protections
as required by federal law could be on American roads. The safety implications are very serious
for vehicle owners, their passengers and other motorists on the road who are traveling at speeds

of 65 miles per hour or more, in the event they are involved in a crash,*

The Majority Bill creates a breathtaking double standard in favor of the industry at the expense
of consumers. Section 406 mandates that instances where the industry has failed to follow

voluntary guidelines issued by U.S. DOT cannot be used as evidence of liability in a civil
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action.”” However, industry may use conformity with those same guidelines as evidence of
compliance with federal regulations in the same civil action.®® This provision attempts to shield
wrongdoing, undermine corporate accountability and hinder consumers at a time when deadly

vehicle recalls are proliferating.

Section 501 of the Majority Bill establishes an Advanced Automotive Technology Advisory
Committee “to develop safety performance metrics for advanced automotive technologies and
connected vehicle technologies originally installed in motor vehicles. ™ This committee will be
charged with developing standards that will be used as the basis for safety ratings in the New Car
Assessment Program (NCAP).”” Such a committee, if stacked with industry representatives,
should not be able to dictate to the NHTSA what standards should be used as part of NCAP. In

addition, such a procedure undercuts the regulations relating to NCAP that are already in place.

The Majority Bill also fails to adequately address the serious and evolving threat of cyber
security as it relates to highway safety. The possibility that a criminal could hack their car is a
frightening prospect to every American, yet the majority bill seeks to protect the auto industry,

1! directs manufacturers

rather than protect the American public. Section 301of the Majority Bil
to develop a privacy policy but fails to ensure that those policies will include sufficient
protections and safeguards for the public. Nevertheless, the bill sweetens the provision for
manufacturers by providing an exceedingly broad safe harbor protection. Any industry-
developed privacy policy, no matter how inadequate, would exempt manufacturers from being

sued for unfair or deceptive acts under Section 5 of the Federal Trade Commission Act which is

- i
intended to protect consumers.”
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Similarly, Section 302 of the Majority Bill provides only civil penalties for individuals that hack
into a vehicle even when such crimes may result in death or serious injury to the victim. By
contrast, Section 4103 of the GROW America Act provides criminal penalties when such acts
constitute a “reckless disregard for the safety of human life.”” Moreover, the Automotive
Cybersecurity Advisory Council established under Section 303 of the Majority Bill to develop
“cybersecurity best practices,” is mandated to have at least 50 percent of its members drawn
from industry, and only one representing consumers.” Thus, the committee membership is
obviously unbalanced and will do little to reflect the concerns of consumers facing the very real

threat of having their car hacked and their privacy data breached.

Additionally, the Majority Bill seeks to give manufacturers emission and fuel economy credits
for safety technologies that are already installed in many vehicles.” This provision will not
serve as an effective incentive for automakers to install new safety technologies in their vehicles
but will ensure that in the future vehicles will emit even more pollution into the air. At atime
when Volkswagen, reputedly the largest automaker in the world, recently admitted to Congress
that it placed a device in millions of cars worldwide to intentionally defeat current emission
standards,”® this Committee should be seeking ways to improve fuel economy and emissions
standards, not weaken them. We know that the auto industry is capable of building safe, fuel

efficient and clean cars without Congress providing unnecessary and unseemly trade-offs.

While the Majority Bill does include two incremental improvements regarding the retention of

records by automakers and the time period for when a consumer may obtain a recall remedy at
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no charge, these provisions should be strengthened in line with the provisions in the H.R. 1181,
Vehicle Safety Improvement Act of 2015, While Section 403 of the Majority Bill requires
manufacturers to retain records related to safety issues for a period of not less than 10 calendar
years,”” the Vehicle Safety Improvement Act of 2015 requires such records to be retained for 20
calendar years.” In addition, the Vehicle Safety Improvement Act 0f 2015 would eliminate the
10 year cap on remedies that are available to a consumer to fix a recall at no charge,” while the
Majority Bill only extends the cap to 15 years.®® These provisions in the Vehicle Safety
Improvement Act of 2015 provide the sensible and optimal protections for consumers and should

be adopted.

I do commend the majority bill for including some safety positive provisions. These include
Section 402 that require the agency to complete research and potentially issue a rule on rear seat
crash worthiness, Section 102, corporate responsibility for NHTSA reports and Section 201
which requires to NHTSA to upgrade its website to allow the public better access to agency
records. Finally, Section 204 of the Majority Bill rightly restricts a manufacturer from escaping
its recall obligations by filing for bankruptcy under Chapter 7 of the bankruptey code.*! This
provision provides an important protection for a consumer by ensuring that their vehicle will be
remedied no matter the legal status of the manufacturer that provided them with a defective
product.

Conclusion

There are no acceptable excuses for delaying any longer the adoption of lifesaving laws,
consumer protections, increased penalties for corporate misbehavior, strengthening NHTSA’s

authority and resources, and improved vehicle safety standards that can save lives and reduce
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injuries, especially when sensible solutions are at hand as we have highlighted today in our

testimony.

Thank you for the opportunity to testify before you today and | am pleased to answer your

questions.
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Mr. BURGESS. The chair thanks the gentlelady. The gentlelady
yields back.

Mr. Welch, you are recognized for 5 minutes, please, for an open-
ing statement.

STATEMENT OF PETER WELCH

Mr. WELCH. Mr. Chairman, Ranking Member Schakowsky, my
name is Peter K. Welch, not to be confused with anybody else, and
I am the President of the National Automobile Dealers Association.
NADA is a nationwide trade association that represents the inter-
ests of over 16,000 franchised new car and truck dealers through-
out the country.

The draft bill before you today contains a number of provisions
NADA supports, including several provisions to improve recall noti-
fication and completion rates. Dealers support a 100 percent recall
completion rate. And again, we commend the subcommittee for its
efforts to help us achieve that goal.

The recall system Congress enacted depends on new car dealers
to fix the millions of vehicles that are now under recall. Last year
alone, our members performed 59 million warranty and recall re-
pairs, and unfortunately, we are set to break that record again
today with the burgeoning number of recalls that are being issued.

For the owners of recalled vehicles, it is their local dealer who
remedies the defect or nonconformance and at no charge to the
owner. When owners receive a recall notice but fail to act, many
dealers on their own initiative will contact their customers to
schedule a service appointment. One of our Texas dealer members
found that sending bright pink postcards reminding owners that
their vehicles were under recall is an effective way to get those cars
into the service bay and to get them fixed.

Currently, the overall recall completion rate is around 75 per-
cent, which means there is lots of room for improvement. Back-or-
dered repair parts and recall notices that are disregarded by con-
sumers are the two main reasons that the completion rates lag. It
is not unusual for a dealer to wait 60 days or more for a back-or-
dered recall repair part. In some instances, repair parts can be un-
available for over a year. I don’t know of any dealer who isn’t eager
to remedy a recall vehicle and make a customer happy, but they
need repair parts to do that

Inaction by consumers after receiving a recall notice also hinders
completion rates. One idea NADA has suggested to NHTSA at its
April recall workshop was for NHTSA to launch a media campaign
targeted to those demographic groups that are less likely to re-
spond to recall notices. We ask the subcommittee to consider that
idea.

Improving NHTSA’s recall database and lookup tool is another
way to boost the recall completion rate. The current system was de-
signed for single-vehicle lookups by consumers. It was not designed
for commercial use. Depending on its size, the dealer can have doz-
ens to thousands of used vehicles in its inventory. This bill should
include a provision directing NHTSA to upgrade its recall database
to allow dealerships to automatically check on a daily basis which
used vehicles in their inventory are under open recall. A tool that
is searchable, automated, and can batch multiple requests is crit-
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ical to identifying open recall vehicles in a dealer’s inventory in get-
ting them fixed.

We also support Section 203, which would provide notification by
state DMV of a recall at the time of registration renewal. It is all
about notification and awareness, and we think that this is a good
idea to help increase the remedy rate.

Section 205 would extend the period for which cars could be re-
called from 10 to 15 years. With the average vehicle on the road
today at 11.5 years, this provision also makes sense.

In conclusion, Congress must ensure that any new recall policy
it enacts is data-driven. The most successful highway safety poli-
cies such as enactment of primary safety belt laws and anti-drunk
driving measures were all based on hard data and now are proven
countermeasures. We commend the subcommittee for its hard work
and stand ready to work with you on strong safety measures that
will protect America’s driving public.

Thank you, and I look forward to answering any questions.

[The prepared statement of Mr. Welch follows:]
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WRITTEN STATEMENT OF
PETER K. WELCH, PRESIDENT
NATIONAL AUTOMOBILE DEALERS ASSOCIATION

before the
House Commerce, Manufacturing and Trade Subcommittee
of the

House Energy and Commerce Committee
a hearing entitled

“Examining Ways to Improve Vehicle and Roadway Safety”

October 21, 2015

Mr. Chairman, Ranking Member Schakowsky, and Subcommittee members, thank you

for inviting me to testify,

My name is Peter K. Welch, and I am President of the National Automobile Dealers
Association (NADA). NADA is a national trade association that represents the interests of over
16,000 franchised new car and truck dealer members. NADA members are primarily engaged in
the retail sale and lease of new and used motor vehicles, but also engage in automotive service,
repairs and parts sales. America’s franchised new car and truck dealers collectively employ over
one million individuals and are on track to sell or fease over 17 million new cars and trucks this
year and over 15.5 million used vehicles. Last year, our dealer members completed over 285
million repair orders, including 59 million warranty and recall repair orders, and they are on

track to exceed those numbers this year. NADA members operate in practically every
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congressional district in the country, and 39 percent of our members sell fewer than 300 new
vehicles per year. NADA appreciates the opportunity to comment on the draft legislation before

the Subcommittee which seeks to improve motor vehicle safety.

Congress has made great strides in improving highway safety in the recent past. For
example, in the 2005 highway bill [SAFETEA-LU, P.L. 109-59], Congress tripled funding to
combat drunk driving. That legislation also established grants to states to encourage the
enactment of primary safety belt laws. This data-driven focus resulted in drunk driving deaths
declining from 16,885 in 2005 to 10,076 in 2013, and in safety belt usage rising to a record 87
percent in 2013. These reductions in fatalities are proof that government action based on data

and proven counler-measures can make a difference.

America’s franchised new automobile dealers are committed to improving road safety
through a number of programs. For example, in 2011, NADA launched “Dealers Driving Road
Safety”, a program that brings together a core group of auto dealers to educate and encourage
other dealers to host safe driving events at their dealerships to promote child passenger safety,
safe teen driving, and rural road safety. To bolster those efforts, the National Automobile
Dealers Charitable Foundation initiated a micro-grant program whereby qualified dealers can
sponsor a road safety event at their dealerships and be reimbursed up to $500. The goal of these
programs is to encourage auto dealers to sponsor road safety programs tailored to meet the local

safety needs of the communities they serve.

Dealers are making a difference in safety every day, all across our country. One of our
member dealers, Fitzgerald Auto Malls, with dealerships in Maryland, Florida and Pennsylvania,

has installed or checked more than 46,500 child passenger safety seats since 1999, Similarly,
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during extraordinary circumstances (such as the 2010 Toyota unintended acceleration recall),

many dealerships stayed open 24 hours a day to meet the demand for safety repairs.

Against this background of our members’ broad-based commitment to safety, | offer the
following comments on the provisions of the discussion draft which affect franchised new car

dealers:

Sec. 106. Electronic Odometer Disclosures

NADA strongly supports this provision, which mirrors language in the Senate-passed
highway bill (H.R. 22). Congress correctly recognized the importance of this issue when it
required the U.S. Department of Transportation (DOT) to implement regulations providing for
electronic odometer disclosures within 18 months after enactment of MAP-21 in 2012. Those

regulations have yet to be proposed.

Presently, the law governing odometer disclosures requires it to be on paper, which is
archaic. Enactment of Sec. 106 will enable individual states to move forward with secure
electronic odometer disclosure programs until such time the DOT issues the regulation Congress

required three years ago.

Sec. 201. Improvement in Availability of Motor Vehicle Safety Recall Information

Under the recall system Congress created, franchised new car dealers faithfully fix
millions of recalled vehicles every year at no cost to consumers. Dealers support a 100 percent
recall completion rate. In general, Congress should focus on strategies that boost recall
completion rates, while avoiding policies that indiscriminately ground recalled vehicles that may

not result in them actually getting fixed.
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In 2012, Congress created a new NHTSA database (accessed at www.safercar.gov) to
identify recalled vehicles by vehicle identification number (“VIN”). However, that database
only allows for one VIN to be looked up at a time. A single dealer can have dozens, hundreds,
or even thousands of used vehicles in inventory, some of which may be subject to the ever-
changing list of open, unremedied safety recalls. This section lacks a provision directing
NHTSA to upgrade its VIN lookup database to allow dealerships to automatically check which
used vehicles in inventory are subject to open recall. For franchised dealerships, a tool that is
searchable on both an automated and batched basis is critical to assessing the recall status of
multiple vehicles involving many brands, and thus increases the likelihood of getting recalled

vehicles fixed. Therefore, NADA urges the Subcommittee to include such a provision.

Sec. 202(d). Option for Purchasers to Provide Email to Manufacturers

NADA supports efforts to increase recall completion rates by allowing for electronic mail
and other communication channels to notify vehicle owners of open recalls. However, portions
of this section are overbroad and could impede legitimate commerce. Additionally, to boost
notification of open recalls to owners, Members should consider adding language clarifying that
no federal telemarketing, email, or other restrictions apply to recall communications if such

communications are exclusively limited to the recall.

Sec. 203. Recall Notification at State Vehicle Registration.

NADA supports a requirement that DMVs provide recall notifications at the time of
registration renewal, as it would help boost recall completion rates. NADA would also support

such notifications in conjunction with state and local emissions and safety inspections.
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Sec. 205. Application of Remedies for Defect and Noncompliance

With the average age of vehicles at a record 11.4 years, this provision to extend recalls

from 10 to 15 years makes sense, and is supported by NADA.

Sec. 301. Vehicle Data Privacy

NADA supports protecting the privacy of dealership customers and giving them control
over the telematics and related data generated when they drive. NADA supports auto
manufacturer privacy principles with respect to such data and will continue to work to provide
consumers with choices and control over such data. However, we are concerned that as drafted,
the restrictions and obligations in Section 301 only apply to auto manufacturers. NADA believes
that those restrictions should be broadened to include any party that accesses or seeks to access

vehicle data.

Sec. 302. Motor Vehicle Data Hacking

NADA is concerned about the potential risks not only to the driving public but also to
dealers that could result from hackers or from insufficient security measures in automobile
systems. NADA believes that ensuring security is a prerequisite to deployment of autonomous
vehicles and new advanced automotive technologies designed to bring greater efficiencies and

safety gains.

To be effective, however, automobile privacy and cybersccurity efforts must address the
entire vehicle ecosystem, including dealer service and other systems. Without protection as
robust as that afforded the vehicle, we are concerned that dealership service departments could

become the “weak link in the chain” of automotive privacy and security and may become the
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targets of hackers and others seeking to gather and misuse customer and vehicle data, We urge
the Subcommittee to recognize that to fully protect consumers and vehicle data, dealer systems

need to be afforded the same hacking protections as the vehicles themselves,
Sec. 303. Automotive Cybersecurity Council

NADA supports the creation of this council, and believes it will be instrumental in facing
the important challenges ahead in this arena. We commend the Subcommittee for including

franchised dealer representation on the council.
Title V. -~ Advanced Automotive Technologies

This title would “incentivize the adoption of crash avoidance technologies and other
connected vehicle technologies that improve roadway safety and fuel efficiency.”

For the public to reap the benefits of the latest automotive safety technologies, vehicles
must be affordable. If government regulations make cars unaffordable for more and more

Americans, deployment of safety improvements will be delayed.

Currently, the average price of a new vehicle is $33,114. Adding to this cost are new
NHTSA/EPA/California Air Resources Board fuel economy mandates for model year 2017-
2025. These rules are the most expensive auto regulations of all time {costing $151 billion), and
come on the heels of the 2010 fuel economy rules (costing $51 billion). These combined fuel
economy mandates will raise the average price of a vehicle by more than $3,000 when fully

implemented.'

* The $3,000 average vehicle price increase may be low, as a NADA study of EPA’s price projections for heavy
duty truck emissions found that EPA’s estimate was off by 320 percent. See A4 Look Back At EPA’s Cost and Other
Impact Projections for MY 2004-2010 Heavy-Duty Truck Emissions Standards (February, 13 2012).

6
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More expensive vehicles delay fleet turnover. With a cumulative price tag of over $200
billion for current fuel economy rules, fewer resources will be available to develop new safety
technologies by the automakers and their suppliers. For these reasons, NADA generally supports
efforts such as in Title V to ensure that highway safety is always made an integral part of a
vehicle’s design, and that appropriate credit is given for safety technologies that help improve

the efficiency of vehicle operations.

Mr. Chairman, thank you for your time and attention, and I welcome any questions.
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Mr. BURGESS. The chair thanks the gentleman.
Mr. Wilson, you are recognized for 5 minutes, please, for an
opening statement.

STATEMENT OF MICHAEL WILSON

Mr. MicHAEL WILSON. Chairman Burgess, Ranking Member
Schakowsky, members of the subcommittee, thank you very much
for the opportunity to testify. I am Michael Wilson, CEO of the
Automotive Recyclers Association.

The Association is dedicated to the efficient removal and reutili-
zation of genuine original equipment automotive parts and the
proper recycling of inoperable motor vehicles. ARA represents the
interests of over 4,000 automotive recycling facilities in the United
States who each day sell over 500,000 recycled parts directly to
consumers, mechanical shops, collision repair shops and automobile
dealers.

These quality, recycled original equipment parts are designed by
automakers and built to meet their requirements for fit, finish, du-
rability, reliability, and safety. These parts are often reutilized in
the repair and service of vehicles throughout their lifespan, and
these replacement parts continue to operate as they were originally
intended in terms of form, function, performance, and safety.

I urge Congress to add language to the subcommittee’s draft leg-
islation that would provide the automotive recycling industry ac-
cess to critical original equipment parts data on all motor vehicles.
The critical data includes part numbers, names, and descriptions
tied to each vehicle’s specific vehicle identification number.

The straightforward reason that this information is necessary is
because manufacturers and dealers in the automotive industry
speak a totally different parts language than those in the auto re-
cycling community. Automakers and dealers utilize original equip-
ment part numbers, while automotive recyclers have historically
utilized Hollander Interchange part numbers.

The Hollander Interchange enables automotive recyclers and en-
thusiasts to identify and find parts they need to keep their vehicles
running and in original condition. The Hollander Interchange in-
dexes millions of parts and their interchangeable equivalent from
other vehicles, for example, a specific part that is in a Ford F-150
is also interchangeable with the same part in a Ford Expedition,
a Mercury Mountaineer, or a Lincoln Navigator.

It is only through the utilization of both original equipment part
numbers and the Hollander Interchange part numbers that auto-
motive manufacturers and recyclers can come together to enhance
overall motor vehicle safety, help improve recall remedy rates, and
comply with the federal recall remedy statute for used equipment
enacted 15 years ago in the TREAD Act.

First, I would like to address the challenge automotive recyclers
face in identifying automakers’ non-remedied defective parts in
their current inventory. Regrettably, the TREAD Act, MAP-21, and
their respective rulemakings did not compel the automakers to pro-
vide essential parts data, making it functionally impossible for
used replacement part stakeholders to comply with the federal stat-
ute.
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Automakers are fully aware that the lifecycle of their parts can
go beyond the initial utilization in a motor vehicle from the factory.
This recognition was underscored in August 2014, when General
Motors contracted with a third-party supplier to coordinate the
purchase and return of certain used parts, which are subject to a
product safety ignition switch recall from automotive recycling fa-
cilities.

In a third-party notice to recycling facilities, the correspondence
not only included the make, model, and year of the vehicles subject
to the recall but also detailed the specific GM part and the
ACDelco service part numbers, which the notice stated, “are pro-
vided so the manager can identify the parts being recalled.” The
notice also included the Hollander Interchange number for ignition
switches. Clearly, GM understands that specific part numbers are
vital to correctly and efficiently locate the affected parts.

In NHTSA’s current SaferCar.gov site, individuals or companies
who sell a significant number of vehicles or parts do not have the
multiple VIN lookup capability to necessary information and are
severely limited by objections to allowing electronic integration of
important data to enhance safety. Just as problematic is the data
provided by the automakers through safercar.gov is many times a
recall narrative rather than actual part numbers, names, or de-
scriptions, making it all but impossible to identify specific recalled
parts electronically.

It is essential that our recyclers be able to electronically identify
those parts associated with VINs which have been recalled and not
remedied before vehicles are potentially purchased at auction or ac-
quired from the general public. If the automakers provide access to
parts data, it will allow the recycling community to comply with its
obligations under the TREAD Act, and can help protect our na-
tion’s drivers from the manufacturers’ defective parts.

While some automakers may concede to the need for providing
the original equipment data for their defective parts, it is impor-
tant to understand this is not enough. The number of defective
automotive parts in today’s marketplace is increasing at alarming
rates. In fact, some 100 million vehicles have been recalled since
the beginning of 2014. These recall campaigns create multiple chal-
lenges for my members who provide safe and quality recycled origi-
nal equipment parts to the marketplace.

Also consider the original equipment parts that automotive recy-
clers sell today and are subject to a recall at some future date. If
automotive recyclers don’t have access to all original equipment
parts data, there is no specific part number to track it going for-
ward if there is a subsequent recall on that part.

Most agree that the private sector has developed or has the po-
tential to develop highly effective solutions to the vehicle and the
part identification, along with the remedy-tracking problem. How-
ever, these systems would only be as good as the data the compa-
nies have access to and are able to provide to the affected parties.
Unfortunately, IIHS and other data providers currently do not
have access to part numbers, descriptions, and other important
data needed to track recalled parts and to significantly increase re-
call remedy rates.
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Automakers are accountable for the safety of all original equip-
ment parts throughout their lifecycle and should be required to
share whatever parts information is necessary to identify and lo-
cate recalled defective parts within the recycled original equipment
parts population. The practice of sharing original equipment part
numbers with recyclers should not be an anomaly. Rather, it
should be a standard automotive industry practice, especially in
light of the new safety norm.

Consumer demand for a safe and vibrant replacement parts mar-
ket makes it imperative that Congress include language that would
require automakers to remove the barriers they have constructed
so that all parts data is available to the professional automotive re-
cycling industry.

Thank you.

[The prepared statement of Mr. Michael Wilson follows:]
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Chairman Burgess, ranking member Schakowsky, members of the Subcommittee, thank you
very much for the opportunity to testify today. | am Michael Wilson, CEO of the Automotive

Recyclers Association {ARA).

The ARA is dedicated to the efficient removal and reutilization of genuine original equipment
(OE) automotive parts, and the proper recycling of inoperable motor vehicles. ARA represents
the interests of over 4,000 automotive recycling facilities in the United States who each day sell
over 500,000 recycled original equipment parts directly to consumers, mechanical/collision

repair shops and automobile dealers.

These quality, recycled original equipment parts are designed by automakers and built to meet
their requirements for fit, finish, durability, reliability and safety. These parts are often
subsequently reutilized in the repair and service of motor vehicles throughout their fifespan and
these replacement parts continue to operate as they were originally intended in terms of form,

function, performance and safety.

| come before you today to urge Congress to add language to the subcommittee’s draft
legislation that would provide the automotive recycling industry access to critical original
equipment parts data on all vehicles. The critical data includes motor vehicle part numbers,
names and descriptions tied to each motor vehicle’s specific Vehicle Identification Numbers

(VIN).

The straight forward reason that this information is necessary is because manufacturers and
dealers in the automotive industry speak a totally different parts language than those in the
automotive recycling community. Automakers and dealers utilize original equipment part

numbers while automotive recyclers have historically utilized Hollander Interchange numbers.

2{Page
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The Hollander Interchange enables automotive recyclers, enthusiasts and parts suppliers to
identify and find parts they need to keep their vehicles running and in original condition. The
Hollander Interchange indexes millions of auto parts and their interchangeable equivalents
from other vehicles, i.e. a specific part that is in a Ford F-150 is also interchangeable with that

same part in a Ford Expedition, Mercury Mountaineer, or Lincoln Navigator.

it is only through the utilization of both original equipment part numbers and the Hollander
Interchange parts that automotive manufacturers and automotive recyclers can come together
to enhance overall motor vehicle safety, help improve recall remedy rates and comply with the
federal recall remedy statute for used equipment enacted 15 years ago in the Transportation

Recall Enhancement, Accountability and Documentation Act (TREAD Act).

First, | would like to address the challenge automotive recyclers’ face in identifying automakers’
non-remedied defective parts in their current inventory. Regrettably, the TREAD Act, MAP-21
and their respective rulemakings did not compel the automakers to provide essential parts data
making it functionally impossible for “used” replacement part stakeholders to comply with the

federal statute.

Automakers are fully aware that the life-cycle of their parts can go beyond the initial utilization
in a motor vehicle from the factory. This recognition was underscored in August 2014, when
General Motors {GM} contracted with a third-party supplier to “"coordinate the purchase and
return of certain used parts, which are subject to a product safety ignition switch recall, from

salvage yards [automotive recycling facilities]."

3jPage
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In a notice from this third-party supplier, on behalf of GM, to automotive recycling facilities, the
correspondence not only included the make, model and year of the vehicles subject to the
recall but also detailed the specific part numbers, which the notice stated, "are provided so the
manager can identify the parts being recalled." It also included the Hollander Interchange
numbers for the ignition switches. Clearly GM understands that specific part numbers are vital
to correctly and efficiently locate the affected parts. Also clear is that only when it is in their

best interest will this information be shared.

In NHTSA's current www,SaferCar.gov site, individuals or companies who sell a significant
number of vehicles or parts do not have multiple VIN lookup capability to necessary
information and are severely limited by objections to allowing electronic integration of
important data to enhance safety. Just as problematic is that the data provided by the
automakers through www.SaferCar.gov is many times a recall narrative rather than actual part
numbers, names or descriptions, making it all but impossible to identify specific recalled parts

electronically.

It is essential that the professional automotive recycling community be able to electronically
identify those parts associated with VINs which have been recalled and not remedied before
vehicles are potentially purchased at auction or acquired from the general public. Under an
automated system with access to this critical data, the recalled parts on vehicles can be
identified early in the recycling process and properly addressed in the marketplace. This action -
- if the automakers provide access to parts data - will allow the recycling community to comply
with its obligations under the TREAD Act, and can help protect our nation's drivers from the

manufacturers’ defective parts.
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While some automakers may concede to the need for providing the original equipment data for
their defective parts, it is important to understand that this is not enough. The number of
defective automotive parts in today’s marketplace is increasing at alarming rates, in fact some
100 million vehicles have been recalled since the beginning of 2014 in the United States alone.
These recall campaigns create multiple challenges for our members who provide safe and

quality recycled original equipment parts to the marketplace.

How about original equipment parts that professional automotive recyclers sell today and are
subject to a recall at some future date. If professional automotive recyclers don’t have access
to all the original equipment parts data, there is no part number to track it going forward if

there is a subsequent recall on that part.

Most agree that the private sector has developed or has the potential to develop highly
effective solutions to the vehicle/part identification and remedy tracking problem. However,
these systems would only be as good as the data the companies have access and are able to
provide to effected stakeholders. Unfortunately, Information Handling Services (1HS} and other
automotive data providers currently do not have access to part numbers, descriptions and
other important data needed to track recalled parts and to significantly increase remedy recall

rates.

Automakers are accountable for the safety of all original equipment parts throughout their life-
cycle and should be required to share whatever parts information is necessary to identify and
locate recalled defective parts within the recycled original equipment parts population. This
practice of sharing original equipment parts numbers with professional automotive recyclers

should not be an anomaly, rather it should be a standard automotive industry practice,
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especially in light of the new "safety norm.” Consumer demand for a safe and vibrant
replacement parts market makes it imperative that Congress include language that would
require automakers to remove the barriers they have constructed so that all of the parts data is

available to the professional automotive recycling industry.
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Mr. BURGESS. The chair thanks the gentleman, and thank all of
you for your testimony. We will move into the question-and-answer
portion of the hearing, and I will begin that by——

Mr. BUTTERFIELD. Mr. Chairman, I have a unanimous consent
request.

Mr. BURGESS. The gentleman may state his request.

Mr. BUTTERFIELD. Yes, I am preparing to chair a meeting in just
a few minutes with 45 Members. May I submit my questions for
the record and have the witnesses respond later in writing?

Mr. BURGESS. The gentleman certainly understands there is a lot
of Members who are wanting to ask questions, but I would be pre-
pared to yield to the gentleman to go first for his questions if you
would like.

Mr. BUTTERFIELD. You are very kind, and I can talk fast.

Mr. BURGESS. Proceed. The gentleman is recognized.

Mr. BUTTERFIELD. Ms. Claybrook

Mr. BURGESS. And I will hold off all the other Members.

Mr. BUTTERFIELD. You are very kind. Thank you.

Ms. Claybrook, thank you for coming. Ms. Claybrook, as you
know, I have worked closely with Lois Capps and Ms. Schakowsky
and others on rental car safety legislation. In fact, in May we intro-
duced 2189, the Raechel and Jacqueline Houck Safe Rental Car Act
of 2015. I am disappointed that the text of that bill was not in-
cluded in the base text of the safety title, but it was included in
the bill that the Senate is working on. Do you share in my dis-
appointment in any way that the text of 2189 was not included as
a part of the title?

Ms. CLAYBROOK. I certainly do. And as you heard Administrator
Rosekind, he does, too. We believe that all cars that have been sub-
ject to recall, whether new cars or used cars or rental cars, should
all be fixed immediately.

Mr. BUTTERFIELD. Thank you. Why is enacting a federal stand-
ard with regard to rental car safety so important?

Ms. CLAYBROOK. Well, it is important because it causes death
and injury on the highway for unsuspecting owners or renters, and
that is the bottom line is safety on the highway.

Mr. BUTTERFIELD. And to the best of your knowledge, do the vast
majority of rental car companies support a federal rental car safety
standard?

Ms. CLAYBROOK. That is my understanding: the vast majority do.
And the public does overwhelmingly.

Mr. BUTTERFIELD. OK. Is there anyone on the panel that would
dispute that?

[Nonverbal response.]

Mr. BUTTERFIELD. Consumers for Auto Reliability and Safety and
the Consumers Union and the Consumer Federation of America,
AAA, and the American Rental Car Association all support 2189,
and they have called on this committee to move the bill either on
its own or as part of a larger package. Do you agree or disagree?

Ms. CLAYBROOK. Oh, I completely agree. And warning is not
enough, by the way. The car has to be fixed. The vehicle has to be
fixed.
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Mr. BUTTERFIELD. All right. And finally, for Mr. Welch, thank
you very much, Mr. Welch, for coming, and you certainly know we
have a Member named Peter Welch from Vermont.

Your association, Mr. Welch, believes that we should focus more
on fixing recalled rental cars instead of grounding them. It seems
to me that the rental companies have every incentive to repair a
grounded vehicle and get it back on the road as soon as possible.
And so I would think that a requirement to ground an unrepaired
vehicle would actually speed up the repair rate. As you know, fed-
eral law already requires new recalled cars to be grounded until
they are fixed. Do your members prefer to fix these new recalled
cars quickly or simply have them to sit on the lot?

Mr. WELCH. Well, of course our members are the ones that per-
form the vast majority of recall fixes and remedies across the coun-
try.

With respect to the rental car bill, we are supportive of the
premise behind the bill that vehicles that are unsafe to drive
should not be put into the hands of the public. Our issues with that
bill is the definition of when is it unsafe to drive a vehicle and dif-
ferentiating between recalls that would not render a vehicle unsafe
to drive, as determined by either NHTSA or the original equipment
manufacturer of the vehicle. And I think we could have lots of dis-
cussions and hope to have discussions on drawing a clear, bright
line on when a vehicle is unsafe to drive to distinguish it, for in-
stance, between those types of recalls that would not affect the
safety of driving the vehicle.

We have a number of other issues. I can get into it if you want,
but in the interest of time, specific provisions on that bill, for in-
stance, it is overly broad because it paints all of these vehicles with
the same brush. We think it is unfair to small businesses. Eighty
percent of our members are small businesses. It treats our mem-
bers the same. If I have five vehicles in a loaner fleet, for instance,
I am subject to the same penalties and fines that Hertz and Avis
is. So there are a number of issues.

Mr. BUTTERFIELD. Do you think that rental companies would
have the same incentive to repair?

Mr. WELCH. Well, of course that raises another issue, and that
is the fight for parts. As I mentioned before, the only thing that
is holding us back from fixing any vehicle that comes onto our lot
is the availability of parts, and we have commissioned some re-
search on that. And the average delayed part on trade-in vehicles,
for instance, is 60 days. And we have some concern that the rental
car companies might get in a tug-of-war with the manufacturers for
the availability of parts that may adversely affect our customers
that are coming in to get their vehicles repaired.

Mr. BUTTERFIELD. Thank you. Thank you very much, Mr. Welch.

Ms. CLAYBROOK. Mr. Chairman, could I comment on one thing?

Mr. BUTTERFIELD. Yes?

Ms. CLAYBROOK. Could I comment on one thing? It seems to me
that in terms of whether the car is safe to drive that the manufac-
turer has already made that decision. When they do a recall, they
are saying this is a safety issue and this car needs to be fixed. And
there are very few cars that are unsafe when they are not driven.
So it seems to me that the manufacturer has already made that de-
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cision, and it is not up to somebody else to decide, NHTSA or any-
body else to decide whether or not it is safe to drive that.

Mr. WELCH. If I could respond to that?

Mr. BUTTERFIELD. All right.

Mr. WELCH. The manufacturers and NHTSA do in fact issue
stop-drive notices, and it is about 6 percent of the recalls that they
do stop-drive. And I understand that there could be a dispute be-
tween whether it ought to be 8 percent or 10 percent or 40 percent
or whatever. Again, we are the monkey in the middle. The car deal-
ers, we are there looking for parts to fix the cars. But there is a
big difference between, for instance, a mislabel—and I don’t want
to be trite in any way, shape, or form, characterize any violation
of a statute subject a vehicle to recall but there——

Ms. CLAYBROOK. When would you fix it? So you don’t want to fix
it today because it is OK to drive it with a bad label. When are
you going to fix it? Are you going to fix it

Mr. BUTTERFIELD. Well, maybe some of the other Members
will

Mr. WELCH. As soon as the part is available, it will get fixed so
they

Mr. BUTTERFIELD. The chairman was so kind——

Mr. BURGESS. And I will reclaim——

Mr. BUTTERFIELD [continuing]. To yield to me and I

Mr. BURGESS. I will reclaim the time. The dais will ask the ques-
tions.

Mr. BUTTERFIELD. Thank you, Mr. Chairman. Thank you so very
much.

Mr. BURGESS. Thank you, Mr. Butterfield. And good luck with
your meeting.

I will now recognize myself for 5 minutes for questions. So that
was an interesting exchange.

Let me just ask Mr. Bainwol about this ISAC, the gathering of
data. What is the mechanism for disseminating information back
then to your members or anyone else involved?

Mr. BainwoL. The ISAC, again, which will be stood up in a mat-
ter of weeks—I think today an announcement went out with the
board of directors so it is very much in process. The board is com-
prised of auto companies, so this is really a form for members,
OEMs, to share information about risk and countermeasures. And
so the mechanism is the ISAC itself, and that is precisely why it
has been established.

We are augmenting the ISAC—which, by definition, deals with
problems after they have been manifest—with the best practices to
preempt the possibility of problems. So this is a comprehensive ap-
proach. We are going to be working, obviously, with NHTSA using
guideposts as we develop these best practices, including NIST, but
the ISAC itself is comprised of the OEMs, and down the road, we
will broaden out to include suppliers.

Mr. BURGESS. And how do you then get the word out? Is it cer-
tified mail, e-mail, carrier pigeon? What are you doing?

Mr. BAINWOL. So the process is being established but they are
talking to each other. The OEM community is a relatively small
one and——
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M?r. BURGESS. So you don’t see that as being an obstacle or a bar-
rier?

Mr. BAINWOL. The communications when events happen, I think,
will be very quick, accelerated, and that will not be a problem.

Mr. BURGESS. Very well. Mr. Welch, if I can ask you a question
because, of course, this committee and another subcommittee has
been very involved on the airbag recall, and of course in the Fort
Worth-Dallas area. The backorder, you brought up the issue of the
backorder of the recalled repair parts. And what has been the expe-
rience with your member dealers as far as being able to get the
parts, specifically the airbags, for replacement when someone
brings their vehicle in to have it fixed?

Mr. WELCH. Well, that has been a particularly troublesome re-
call, as you know. There are some 24 million vehicles that are in-
volved in that, and in order to produce sophisticated airbags in suf-
ficient numbers to replace 24 million of them are going to take
time. In fact, the backorders on those, depending on the make, the
model, what factory they are coming from, availability, could well
be over a year.

And the dilemma that we face day in and day out because of the
publicity that this recall has received, we have to deal with our
consumers, your constituents that come in, and we don’t have the
replacement part. And the dilemma is that they don’t affect all of
the vehicles the same depending on what the climate is. There is
a humidity issue with them, and I think our partners the manufac-
turers are doing as good a job as they can in trying to triage the
availability of those parts and get them to the regions of the coun-
try where they would have the largest impact with respect to it.

But we are just going to have to wait through that and do the
best that we can with the availability. We have got databases with
people waiting, priority issues, and some of them want us to dis-
engage the airbag, which creates a whole other dilemma, and we
don’t think that is a good idea. And then there is the debate be-
tween the risk of the occupant having an airbag since not all of
them have the defect in them. So it is a very complex issue, Mr.
Chair.

Mr. BURGESS. And, of course, in the hearings that we have held
on this, this is all made more difficult because no one knows what
the central defect is, and the replacement parts that you are put-
ting in the cars that do come in that are subject to the recall and
do require a replacement part, no complete assurance that the re-
placement part is actually compliant since we don’t know what the
defect was in the first place.

You brought up getting the information out to targeted demo-
graphics, and that is something that has been the subject of a lot
of discussion in this subcommittee as well, because typically, this
is the third or fourth owner of a vehicle. I know in the market in
the Dallas paper, one of the automotive manufacturers actually
took out full-page ads in the paper, if you have one of our cars that
is of this vintage, call the number or bring it in or whatever their
requirement was.

But they said it is very, very difficult to get the information out
to, again, that third or fourth owner who may not be someone who
reads the newspaper regularly that is maybe difficult to reach that
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individual. So is that one of the things that your association is
working on as well? How do we get people in?

Mr. WELCH. Well, any way that we can contact our customer
base. Unfortunately, as the vehicles get older in age, they don’t
continue to bring them to the franchise dealer for their ordinary
maintenance.

I might add that the completion rate, the remedy rate for vehi-
cles that are 5 years old or newer is actually 85 percent, and one
of the primary reasons for that is those vehicles are still coming in
for warranty work. And trust me, any time a vehicle comes into our
service department, we are scanning the VIN, we are running it if
we have access to the database, and we are snagging it there and
repairing them at our service bays.

Mr. BURGESS. And my time is expired. I yield to the gentlelady
from Illinois 5 minutes for questions, please.

Ms. SCHAKOWSKY. Thank you.

I wanted to ask a yes or no question, a couple of them, for Mr.
Bainwol. Did the Alliance of Automobile Manufacturers ask the
committee for the provision in the bill that would give automakers
a break from health-based carbon emissions requirements in ex-
change for adding safety features?

Mr. BAINWOL. We did not request it per se but we had a con-
versation about the value of-

Ms‘.? SCHAKOWSKY. Yes or no, do you support that provision? Yes
or no?

Mr. BAINWOL. We certainly support the provision, sure.

Ms. SCHAKOWSKY. You do?

Mr. BAINWOL. Sure.

Ms. SCHAKOWSKY. And, Mr. Bozzella, I am asking the same ques-
tion of the association of Global Automakers. Did you ask the com-
mittee for that provision?

Mr. BozzeLLA. We did not.

Ms. SCHAKOWSKY. Do you support it?

Mr. BozzeLLA. The provision to incentivize lifesaving tech-
nologies we think is a very important conversation to have.

Ms. ScHAKOWSKY. Well, I want all consumers to understand that
manufacturers of automobiles support a provision that would actu-
ally increase pollution in exchange for providing—I am not asking
now; I am talking—to improve safety of the automobiles. I think
it is outrageous. Consumers like myself who now have a hybrid are
seeking that. I would imagine that auto dealers would find the con-
sumers are coming in and wanting more fuel-efficient cars. And to
add this as an incentive to get safety often for safety features that
are readily available is completely outrageous.

I want to thank you, Mr. Dotson, for your testimony on this mat-
ter, and I want to move on to something else.

Mr. BAINWOL. May we comment on that?

Ms. SCHAKOWSKY. Briefly.

Mr. BAinwoL. OK. Well, I will try to be brief.

Ms. SCHAKOWSKY. No, you will be brief.

Mr. BAINWOL. Well

Ms. SCHAKOWSKY. It is my time. Go ahead.

Mr. BAINWOL. It is your time. So the challenge here is I think
to some extent we are talking past each other. You define safety
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as a matter of defect policy and we define safety as a totality of
the problem. So when you look at the issue, and this chart I think
makes it pretty clear, 94 percent of the challenge when it comes
to death if not more, if not close to 99 percent, is a function of driv-
er error. The magic of this technology is that it will address the to-
tality of the problem.

Ms. SCHAKOWSKY. What are you talking about? We are talking
about incentives that increase auto pollution——

Mr. BAINwWOL. We are

Ms. SCHAKOWSKY [continuing]. In exchange for getting those
safety——

Mr. BAINWOL. We are talking about maximizing and accelerating
the deployment of lifesaving technologies.

Ms. SCHAKOWSKY. Exactly. And doing it in a way that increases
auto emissions.

Mr. BAINWOL. In a——

Ms. SCHAKOWSKY. I am sorry. I want to move on. It is my time.

This is for Ms. Claybrook. Over the last several years, we have
seen multiple scandals involving auto manufacturers and major
safety defects that were internally reported but allowed to endan-
ger people for years before the company did anything about this.
NHTSA’s ability to collect safety-related information from
carmakers is critical to catching and fixing those problems. The
draft we are looking at today asked NHTSA to conduct eight new
studies and reports without providing any additional funding.
Meanwhile, it does almost nothing to improve the communication
of vital safety information from manufacturers to the agencies. My
legislation, the Vehicle Safety Improvement Act, would facilitate
communications.

Let me ask you. As former NHTSA administrator, do you believe
that more information from auto manufacturers would allow the
agency to be more effective in its safety mission?

Ms. CLAYBROOK. Absolutely, I believe more information is nec-
essary. The early warning system that was created by the 2000 law
for the TREAD Act did not give a lot of specificity about what the
manufacturers had to report. They often report inconsistent infor-
mation, it is very difficult to understand, and they fail to report in-
formation. Many have been fined for that recently. So that law
needs to be upgraded, and your bill does a good job of helping to
do that.

I also think there need to be criminal penalties when the manu-
facturers fail to give that kind of information knowingly and will-
fully because otherwise they are not going to stop doing it.

Ms. SCHAKOWSKY. And do you think the penalties currently are
adequate?

Ms. CLAYBROOK. No. First of all, if you look at what the U.S. At-
torney fined Toyota, 1.2 billion; and General Motors, 900 million;
and NHTSA’s maximum penalty is 35 million. So it is clear that
that number has to be drastically increased or there has to be no
maximum. But there also need to be criminal penalties because
when a manufacturer knows that they might go to jail, they are
going to behave differently and they are going to pay more atten-
tion to what is going on.
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When the counsel of General Motors said that he didn’t even
know about settlements of lawsuits involving the ignition switch
and that they were covering up information from those lawsuits,
that was just incomprehensible. And so I think that there needs to
be much stronger penalty provisions.

Ms. SCHAKOWSKY. I appreciate that. Thank you. I yield back.

Mr. BURGESS. The gentlelady’s time has expired. The gentlelady
yields back.

The chair recognizes the gentleman from Kentucky 5 minutes for
your questions, please.

Mr. GUTHRIE. Thank you. Thank you for having this meeting. I
appreciate the panel for being here. And I apologize. There is an-
other subcommittee of this committee going on, so I was in the
other one during your opening remarks. If some of my questions re-
peat those, then I apologize. I will give you a chance to elaborate
if you have already addressed some of these.

This is for Mr. Bainwol and then Mr. Bozzella. Have NHTSA and
the auto industry had discussions on how best to apply the NIST
cybersecurity risk management framework to the development of
automobile security?

Mr. BAINWOL. Not directly the question of NIST but we have had
discussions with the administrator about best practices. We met
with him in September, and it was his view that the pace of inno-
vation is so rapid that it would be wise for us to move forward with
the best practices, that we would be, in his words, more nimble.
And as a result of that conversation, as a result of discussions with
members of this committee, we made the decision to go forward
with the best practices. And NIST will be part of the framework
that we evaluate as we move forward.

Mr. GUTHRIE. Mr. Bozzella?

Mr. BozzeLLA. Yes, I will just simply build on Mr. Bainwol’s
comment by simply saying the NIST framework is going to be part
of obviously our discussion as an industry. And I think it is impor-
tant to recognize that, though we have had ongoing conversations
with NHTSA, that we can’t afford to wait.

It is really important that we make sure that our customers have
the confidence and the trust in these products so that they can
take advantage of the benefits, the lifesaving benefits of these tech-
nologies. And so we have moved forward. We are going to continue
to consult not only within the industry but with a broad number
of stakeholders, and certainly the NIST framework will be part of
those discussions.

Mr. GUTHRIE. And then I have another question for you, too.
How are car companies currently dealing with the security of
aftermarket or third-party devices that are typically being plugged
into the vehicle through the OBD-II port?

Mr. BozzeLLA. This is a really important question. As you know,
Congressman, the industry has voluntarily adopted a set of privacy
principles that treat sensitive personally identifiable information
really as sacrosanct. We care deeply about making sure that our
customers know that we are treating geolocation data—where the
vehicle has been or other personal data, maybe biometric data if
the car is able to collect that type of data, or driver behavior data—
differently than other kinds of data. And we think it is very impor-
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tant that we continue to work with a broad set of stakeholders to
understand the implications of what might happen if an
aftermarket device is plugged into the OBD port.

And we think also consumer education is important in this area.
It is a very important question to understand. Is the manufacturer
of that device, do they have the same types of privacy policies? How
they established the same cyber best practices that the automakers
have or are doing? And so that actual entrance into the vehicle sort
of represents a very important question about how we think about
cybersecurity.

Mr. BAINWOL. And I simply add that, by way of example, I have
a Progressive device. It is actually an Allstate device that I plug
in for insurance purposes. That doesn’t run, in terms of the privacy
question, through the manufacturer. That is a relationship with the
insurance company. And I derive a value from that because I de-
rive cheaper insurance and an ability to understand better the
driving behavior of my children, which is something we all, I think,
aspire to.

So this does get complicated, and the point of the example is
whether it is insurance or whether it is Google or Apple or carriers,
there are relationships here that now really compel us to work with
suppliers and other folks that we have not traditionally worked
with. And so on privacy and on cyber, we are going to have to reach
out, and we have started that process.

Mr. GUTHRIE. Do you have a comment, Ms. Wilson?

Ms. ANN WILSON. Congressman, I represent also aftermarket
manufacturers, and we have been working with vehicle manufac-
turers to create an ISO standard——

Mr. GUTHRIE. OK.

Ms. ANN WILSON [continuing]. So that you can do exactly that,
take a look at aftermarket products and make sure that when they
are plugged into the OBD port, they meet some kind of standards
that are known throughout the industry.

Mr. GUTHRIE. All right. Thank you. And thank you. We have
talked on fuel-efficient standards and safety, and I want a fuel-effi-
cient car that is safe. I think all of us want that, but they are not
unrelated because if you are going to go for more fuel efficiency—
I know this area pretty well—automotive companies will try to
take weight out of the car and try to keep it safe. I mean that is
how you get more fuel efficient. So they are interrelated.

So if you are going to incentivize—and automotive companies,
they are spending an enormous amount of money trying to get to
the new CAF AE1E standards. An enormous amount of invest-
ments come from automotive companies, which does add to the ex-
pense of the car. And the security issues and safety issues are ex-
pensive. So if you can give some relief in one area to get safety and
security first, I think that is important. And then you move to more
fuel-efficient cars. I think that is the number one priority is safety.
And they are interdependent. They are not unrelated to each other.

Mr. BAINWOL. In my testimony, Congressman, I use the phrase
“safety equals green.” This is a change paradigm. When these tech-
nologies like accident-avoidance technologies yield better safety
outcomes, the yield is more fuel-efficient cars, better emissions
records, and certainly a more productive economy.
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Mr. BURGESS. The gentleman’s time has expired.

The chair recognizes the gentleman from Massachusetts 5 min-
utes for your questions, please.

Mr. KENNEDY. Thank you, Mr. Chairman. Thank you to the pan-
elists and the witnesses here for their testimony.

I wanted to touch on Section 202 of the draft bill, which requires
NHTSA to draft recall notices in coordination with auto manufac-
turers before making recalls public. And recall notices would not be
published until all vehicle identification numbers for affected vehi-
cles are made available to NHTSA by the auto manufacturer. I be-
lieve the first panel touched on this a little bit as well.

So, Ms. Claybrook, if you can, in some of the recent major recalls
we have heard concerns that the recalls were made public before
any information about whether a specific vehicle was included in
the recall, which led to some customer confusion. At the same time,
you have noted in your testimony that a delayed notice can actu-
ally have deadly consequences.

So I just wanted to get you to kind of expand on that dichotomy
if you could. Why is prompt notice so crucial in your mind, and how
would you navigate through those tensions?

Ms. CLAYBROOK. Well, first of all, I think that at the bottom line
the public, the consumers, the people who are driving these cars,
they are entitled to know that there is a problem with the vehicle.
And they can maybe do something on their own to avoid the prob-
lem while they are waiting for the recall to occur. So any delay in
announcing that recall I think is disadvantageous, and I would ac-
tually urge the administrator of NHTSA, as I did when I was ad-
ministrator, to put out a consumer alert and allow the public to be
informed about what is going on.

This provision in this bill suggests that they could not do that,
that the administrator would be limited in the way that they could
communicate to the public and then have to wait for the manufac-
turer to say OK. I think that that is completely back-assward

Mr. KENNEDY. I got what you meant.

Ms. CLAYBROOK. Backwards. And so the administrator’s hands
should not be tied that way.

Mr. KENNEDY. My words not his, but I believe Dr. Rosekind this
morning echoed those statements about if the government was in
fact sitting on the fact that they knew there was a problem yet was
not time divulging that information to consumers and an accident
were to take place, that is not a position that I think any adminis-
trator would want to be in.

So instead of delaying notice of recalls to consumers, the Vehicle
Safety Improvement Act would give NHTSA imminent hazard au-
thority to expedite a recall when the agency determines that a de-
fect or noncompliance, as I understand it, substantially increases
the likelihood of serious injury or death if not remedied imme-
diately.

So, Ms. Claybrook, how do you think this imminent-hazard au-
thority would be beneficial to NHTSA in reducing deaths and inju-
ries resulting from those crashes?

Ms. CLAYBROOK. Oh, absolutely, because there are occasions
where the car is so hazardous that that recall ought to be handled
immediately.
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And I would say also that this provision that is in the bill was
in an earlier bill about 15 years ago, and consumers were ex-
tremely upset about it, and it was taken out of the bill because a
committee came to realize that it was really totally unfair, that the
administrator would not be able to inform the public.

Mr. KENNEDY. VSIA would also eliminate, as my understanding,
regional recalls, an issue that the majority’s draft bill does not ad-
dress. Americans are much more mobile than they have ever been
in the past, and just because a vehicle is registered in a particular
region does not mean that the vehicle will only be driven in that
region. Under VSIA, all recalls would be carried out on a national
basis. It would also allow NHTSA to prioritize certain parts of the
country when the quantity of replacement parts is limited.

So, Ms. Claybrook, once again, could you explain how the elimi-
nation of the regional recall aspect would improve safety?

Ms. CLAYBROOK. Well, first of all, regional recalls are not in the
statute. It is completely an informal thing that the manufacturers
about 25, 30 years ago came to the agency and say, well, we would
just like to do a regional recall on this for these reasons. And the
agency said all right. And then it became so standard operating
procedure because it is much cheaper for the manufacturers only
to recall a small number of vehicles rather than nationwide.

Of course, vehicles don’t stay stationary. That is the silly thing
about the whole regional recall because they go all over the coun-
try. And if your car has only been fixed because you bought it and
lived with Florida for a while and then you moved to Minnesota,
it just doesn’t make any sense.

So I think that the agency could prioritize. I think they have the
discretion under the law to prioritize and say if you are doing the
recall and it is more likely to happen in a particular area because
of the weather, then we would prefer that you do it that way. I am
sure the manufacturers would agree.

Mr. KENNEDY. And just briefly—unfortunately, I have just a few
seconds left—but in your experience, would eliminating those re-
gional recalls, as you touched on, but allowing NHTSA to prioritize
the allocation of replacement parts by region when necessary—es-
sentially, the prioritization you just spoke about—have an effect on
NHTSA’s ability to execute a recall?

Ms. CLAYBROOK. No. No, it absolutely would not. And I think
that the experience that we have with the misbehavior of manufac-
turers over the last 5 years, as we have seen, in covering up re-
calls, delaying them, not doing them for years and years, and all
the rest means that NHTSA has to take a stronger role and they
should be the decision-makers on this, not the manufacturers.

Mr. KENNEDY. Thank you, ma’am. I yield back.

Mr. BURGESS. The chair thanks the gentleman. The gentleman
yields back.

The chair recognizes the ranking member of the full committee,
Mr. Pallone, 5 minutes for your questions, please.

Mr. PALLONE. Thank you, Mr. Chairman.

My questions are to Mr. Dotson. Section 502 of the discussion
draft would amend the Clean Air Act by interfering with the na-
tional program that EPA and NHTSA have developed to reduce
greenhouse gas emissions and improve fuel economy for passenger
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cars and trucks. Mr. Dotson, can you briefly explain this national
program and what are its goals?

Mr. DoTsoN. Certainly. The purpose of the program is essentially
to control carbon pollution from light-duty vehicles, and the pro-
gram is remarkably successful. It will essentially have the effect of
doubling fuel economy or reducing the emissions of cars and trucks
by half, reducing emissions by half by 2025.

Mr. PALLONE. All right. So why is it so important to establish
standards for greenhouse gas emissions for vehicles, and how will
changing these commonsense requirements impact our ability to
avoid or prevent the worst impacts of climate change?

Mr. DoTsoN. Well, it is now I think a consensus amongst sci-
entific community, business, and even the faith community that cli-
mate change is a very serious threat. Last year, the Intergovern-
mental Panel on Climate Change said that they have high con-
fidence that unmitigated warming will be high to very high risk of
severe, widespread, and irreversible impacts globally, so things like
food shortages——

Mr. PALLONE. You don’t have to talk about climate change. You
don’t have to convince me, and you are not going to convince my
colleagues on the other side. Why is it important to establish these
standards for gas emissions for vehicles?

Mr. DoTrsoN. Well, the standards are very important, but they
are important because they provide the industry clear direction on
where they need to go over time.

Mr. PALLONE. OK.

Mr. DOTSON. And the erosion that occurs in this bill, while it
might sound small, is actually very significant. If you were to
award a 3-gram credit for cars that have in-dash GPS or emer-
gency auto braking, in the first year—last year, there were 16.5
million cars sold in the United States. You assume those cars drive
13,000 miles a year or so. You are talking about over 700,000 tons
of additional pollution in year 1.

Mr. PALLONE. OK.

Mr. DOTSON. In year 2, it is over a million, in year 3 it is over
2 million tons.

Mr. PALLONE. All right. Now, there are flexibilities built into the
national program such as the ability to generate credits for over-
compliance with the standards, that is, credits that can be banked
or traded. And there are also air-conditioning improvement credits
and other types of credits known as off-cycle credits. Can you ex-
plain briefly what are the off-cycle credits?

Mr. DoTsoN. Certainly. Off-cycle credits essentially allow the
manufacturers to take credit for efficiencies they gain that are un-
related to the power train of the vehicle. So, for example, if an auto
manufacturer uses high-efficiency lighting or high-efficiency air-
conditioning, they may be able to recognize those benefits in off-
cycle credits.

The EPA and the Department of Transportation looked at this
issue with regard to congestion mitigation or crash avoidance, and
they found that there is “no consistent established methods or sup-
porting data to determine the appropriate level of the credit.” And
that is really the problem with awarding credits for these kinds of
technologies.
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Mr. PALLONE. But in other words, these credits such as air-condi-
tioning that don’t readily appear to contribute to improved vehicle
mileage or reduced greenhouse gas emissions, they must have had
a positive effect, right?

Mr. DOTSON. And those effects are demonstrated through data to
the agencies. So essentially, if you are using very high-efficiency
lighting, you will need less electricity. Your car will have to gen-
erate less electricity to power those headlights. And so it is a way
of recognizing that even though it might not show up in the emis-
sions testing, which is

Mr. PALLONE. OK. But the difference, in contrast, is that Section
502 of this bill would expand the credits list to include the use of
advanced automotive technologies, for example, adaptive brake-as-
sist technology, connected-vehicle technology. I mean, automakers
have argued that crash-avoidance technology will result in fewer
crashes and therefore less traffic congestion, but less congestion,
they argue, would result in less emissions and less fuel use? Is
there any way to directly connect fuel savings for lower emissions
to individual vehicles? I am just trying to make the contrast be-
tween, you know, the things that you are doing now versus what
Section 502 does. It doesn’t seem to me that there is any real con-
nection if you will.

Mr. DOTSON. You put your finger on exactly the issue, that there
could be, there may be diffuse benefits to using these technologies
and reducing emissions, but there also might not be. For example,
there is an American car which is on the market today, and as an
option, you can buy lane-departure warning technology. Well, the
Highway Loss Data Institute looked at that technology and they
compared claims against that car that either have the technology
or don’t, and what they found was there is no reduced claims on
cars that have that technology. Therefore, it is not preventing acci-
dents. Therefore, it is not reducing emissions. And so that is one
concrete example where this bill would give credits to that car even
though we have data to help us understand that there are not
emissions benefits to it.

Mr. PALLONE. All right. Thanks so much.

Thank you, Mr. Chairman.

Mr. BURGESS. The gentleman yields back. The chair thanks the
gentleman.

The chair recognizes the gentlelady from California, 5 minutes
for questions, please.

Mrs. Capps. Thank you, Mr. Chairman, and to all our witnesses
for your testimony today.

Federal law prohibits car dealers from selling new cars subject
to recall, but there is no similar law to stop rental car companies
from renting or selling dangerous recalled cars that have not been
fixed. Since the Houck sisters’ death near my district in 2004, the
major rental companies signed onto a voluntary pledge to not rent
out recalled vehicles. While this was a good step forward, these
standards are still not enough. Just last year, after the pledge was
in place, Jewel Brangman was Kkilled in her rental car when an
unrepaired Takata airbag exploded.

As we heard from NHTSA on the first panel, a change in federal
law is needed, and that is why I have introduced H.R. 2198 with
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my colleagues Ms. Schakowsky, Mr. Walter Jones, Mr. Butterfield
to prohibit the rental of recalled vehicles. I am disappointed our
bill was excluded from the draft we are considering today despite
its broad support from the rental industry and consumer groups
and that it has already passed the Senate.

I also remain baffled that the Alliance of Automobile Manufac-
turers and National Automobile Dealers Association actively oppose
H.R. 2198 despite years of ongoing discussions and efforts to find
a compromise. For example, the alliance sites a concern about po-
tential loss of use and other liability impacts as a reason for its op-
position.

To address this concern, we added a savings clause to the bill ex-
plicitly stating that nothing in the bill will impact manufacturers’
liability or other contractual obligations. Because of this change,
General Motors, one of the alliance’s biggest members, now sup-
ports H.R. 2198. Honda has also expressed its support for the bill.

Mr. Bainwol—and I would like a yes or no answer on this if you
would—does the alliance still oppose H.R. 2198 despite General
Motors’ support for the bill? Yes or no?

Mr. BAINwOL. The alliance does not have consensus.

Mrs. Capps. Thank you. So you can’t say yes or no then because
there is no consensus?

Mr. BAINWOL. We don’t have consensus.

Mrs. Capps. Thank you.

Mr. Welch, your organization has expressed concerns about the
impacts H.R. 2198 would have on dealers with small rental or loan-
er car operation. My question to you: when consumers bring their
recalled cars to a dealer for repairs and they need a loaner car, do
you think dealers should be able to loan them vehicles with
unrepaired safety recalls? And again, I ask you for a yes or no an-
swer.

Mr. WELCH. If the vehicle has been deemed to be unsafe to drive
either by the OEMs or by NHTSA, we would not put one of those
cars in the hands of the consumer.

Mrs. CapPPs. So that is a no? You do not think dealers should be
able to loan vehicles with unrepaired safety recalls?

Mr. WELCH. No, I said if they were unsafe to drive we wouldn’t
put them out there. If it involves——

Mrs. CAPPS. You would not loan them, then, as loaner cars?

Mr. WELCH. If it was unsafe to drive. If it had a door jamb stick-
er or a misprinted number

Mrs. Capps. OK. That is not quite what my question is, but I just
go back to the first panel in which NHTSA said that every recall
is a safety issue. There are no frivolous recalls. It is a simple ques-
tion. The vast majority of rental companies have agreed to volun-
tarily stop renting rental cars. Why can’t the dealers do the same?

Mr. WELCH. Well, again, I would like to draw a distinction be-
tween a recalled vehicle for a noncompliance that may not make
it unsafe to drive.

Mrs. Capps. May I ask you for a follow-up then? Who is going
to determine that?

Mr. WELCH. Well, we rely on NHTSA and the OEMs to make
that determination.
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Mrs. Capps. OK. NHTSA has said that every recall is a safety
issue, that they don’t put recalls out unless it is a safety issue.

Mr. WELCH. Well, NHTSA has the authority to issue stop-drives
or make the manufacturers issue stop-drives, and if they believe
that a vehicle is unsafe to drive or the manufacturer does it, they
can issue that notice and we would certainly honor it, but that
doesn’t apply to all vehicles that are subject to recalls.

Mrs. Capps. I didn’t get an answer but my time is out. Thank
you.

Mr. BURGESS. The chair thanks the gentlelady.

I do just want to offer the observation, Ms. Schakowsky said that
she drove a hybrid vehicle. I want you to know your chairman
drives a hybrid also, but I have no problem at all if you want to
make future hybrid vehicles safer. If you want to warn me as I de-
part a lane that there is a car, motorcycle, tricycle in the other
lane, I would like to know that information, and I will give up a
couple of carbon credits to be able to have that available in the
next version of the car that I buy.

Mrs. CApPS. Mr. Chairman, I am sorry, may I add an addendum,
not a question, but I would like to enter into the record some let-
ters

Mr.? BURGESS. Does the gentlelady have a unanimous consent re-
quest?

Mrs. CAPPS. Yes, please.

Mr. BURGESS. You are recognized for your unanimous consent re-
quest.

Mrs. Capps. OK. I wanted to enter into the record a letter from
Raechel and Jackie’s mother, Cally Houck, urging passage of H.R.
2198, two letters from General Motors indicating the company’s
support for H.R. 2198, and also a letter on behalf of my colleague
who needed to leave, Ms. Schakowsky.

Mr. BURGESS. Without objection, so ordered.

[The information appears at the conclusion of the hearing.]

Mrs. CappPs. Thank you.

Mr. BURGESS. Seeing that there are no further Members wishing
to ask questions, I would like to thank all of our witnesses for
being here today.

Before we conclude, I would like to include the following docu-
ments to be submitted for the record by unanimous consent: a writ-
ten statement by the American Car Rental Association, a letter
from the Auto Care Association, a letter from the American Chem-
istry Council, a letter from the American Association of Motor Ve-
hicle Administrators, a report from the Motor & Equipment Manu-
facturers Association,l a statement from the Environmental Pro-
tection Agency.

[The information appears at the conclusion of the hearing.]

Mr. BURGESS. Pursuant to committee rules, I remind members
that they have 10 business days to submit additional questions for
the record. I ask the witnesses to submit their responses within 10
business days upon receipt of the questions. Without objection, the
subcommittee will stand adjourned.

1The report has been retained in committee files and is also available athitp://
docs.house.gov | meetings [if [ if17/20151021/ 104070/ hhrg-114-if17-20151021-sd006.pdf.
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Ms. CLAYBROOK. Mr. Chairman, could I just ask that I make a
correction in my testimony, unanimous consent to do that?

Mr. BURGESS. Yes, I would be happy to hear the correction of the
testimony.

Ms. CLAYBROOK. Thank you very much.

Mr. BURGESS. Oh, you are not going to say it today?

Ms. CLAYBROOK. No, I won’t bother you now. I will just submit
it.

Mr. BURGESS. All right. We are left wondering about the correc-
tion.

The committee stands adjourned.

[Whereupon, at 12:51 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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U.S. Department

of Transportation Deputy Administrator
National Highway

Traffic Safety

Administration

1200 New Jersey Avenue SE,
Washington, DC 20530

November 5, 2014

The Honorable Claire McCaskill
United States Senate
Washington, D.C. 20510

Dear Senator McCaskill:

This responds to your October 8, 2014 letter requesting the National Highway Traffic Safety
Administration’s (NHTSA) position on the Alliance of Automobile Manufacturers’ Rental
Car Legislative Proposal (“Alliance Proposal®) for the record of the September 16, 2014
hearing on “Oversight of and Policy Considerations for the National Highway Traffic Safety
Administration.” Specifically, you asked that the agency provide its views and analysis of the
Alliance Proposal, particularly in comparison to your legislation (S. 2819) and the
Administration’s proposal (GROW AMERICA Act) regarding the grounding of rental car
vehicles subject to a safety recall.

Summary of Relevant Limitation on Rental Provisions (Alliance Proposal, S. 2819 and
GROW AMERICA Act)

The Alliance Proposal provides that a rental car company may not rent a motor vehicle subject
to a recall until the company notifies the renter of the recall and the renter provides
acknowledgement in writing (“informed consent”). The Proposal permits exceptions from
these requirements if the defect or noncompliance which is the subject of a recall is remedied
or enforcement of the order regarding the recall is set aside by a civil action. Finally, the
Alliance Proposal states that notwithstanding the informed consent provisions, a motor
vehicle subject to a recall may not be rented if the defect notice from a manufacturer contains
precautionary advice to refrain from driving the vehicle until the specified remedy is
completed.

In contrast to the Alliance Proposal, both S. 2819 (Section 3) and the GROW AMERICA Act
(Section 4109) prohibit rental companies that receive a defect notification from a
manufacturer from renting vehicles subject to a recall unless the defect or noncompliance is
remedied. Both bills provide limited exceptions from these requirements, but neither bill
permits the rental company to rent the motor vehicle even after obtaining consent from the
consumer. In addition, neither bill makes the prohibition on rental dependent upon the defect
notification containing precautionary advice to refrain from driving. Further, the GROW
AMERICA Act also prohibits used car dealers from selling a vehicle with a defect or
noncompliance that has not been fixed.
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Page 2
The Honorable Claire McCaskill

Agency Views and Analysis

The agency opposes the Alliance Proposal because it would not adequately protect rental
consumers and the driving public in the event of a recall. The Proposal allows vehicles
subject to recall to be rented if consumers acknowledge and consent to the risks and dangers
of the defect. A consumer who is renting a short term vehicle usually is not in an informed
position to understand the nature and extent of a defect or noncompliance. The consumer is
therefore put in a position of quickly choosing between risking their safety and their ability to
fulfill the purpose of their trip as planned. The agency believes it is unreasonable to place the
burden on the consumer in this context or to expect that rental car companies and their
employees could adequately educate a consumer on the risks and dangers of the defective
vehicle.

In addition, the Alliance Proposal prohibiting the rental of vehicles subject to a recall only
when the defect notice from manufacturers contains precautionary advice to refrain from
driving would apply to very few recalls and thus, would be wholly ineffective in protecting
the American public. The agency issued an information request (IR} on October 14, 2014 to
the nine motor vehicle manufacturers who support the Alliance proposal directing them to
report the number of instances since January 1, 2000 that they have issued a notice in the
circumstance suggested in the Alliance Proposal — a defect or noncompliance notice with
precautionary advice to refrain from driving a vehicle.

In response to our request, the Alliance provided information for their members for the years
2010-2013. The Alliance reported only six (6) recalls where unconditional “do not drive”
instructions were issued by manufacturers, covering only 53,300 vehicles. This represents
0.24% of the total vehicle recalls (2,459) for the time period of 2010-2013, and a mere 0.07%
of the total number of vehicles recalled during this period (73,910,203). The Alliance also
reported 45 instances where conditional “do not drive” recall notices were issued — recalls that
instructed the owner not to drive the vehicle under certain circumstances. Because these
recalls include instructions that indicate the driver can keep driving the car if the conditions
are first satisfied (e.g., the vehicle owner should examine the vehicle to determine if the defect
is apparent) the Alliance’s proposed language would not appear to prohibit rental companies
from renting vehicles in these recalls. However, the Alliance’s analysis shows that even
including conditional “do not drive” recalls in the calculation, the 45 recalls still make up only
10% of the recalls during the period 2010-2013 that were examined by the Alliance. By
NHTSA’s calculation, these recalls represent only 1.8% of the total recalls, and only 4.9%
(3,646,904) of the total number of vehicles recalled, during the period 2010-2013.

In addition, NHTSA received responses from the nine manufacturers who received the
information request from NHTSA. The manufacturers confirmed NHTSA’s initial assessment
that the manufacturers very rarely issue “do not drive” recalls. Specifically, these
manufacturers reported only 29 vehicle recalls since 2000 in which they have issued “do not
drive” instructions (BMW (10), Jaguar Land Rover (5), Chrysler (1), Ford (6), VW (6),
Mazda (0), Volvo (0), Toyota (1), and Mercedes (0)).
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Page 3
The Honorable Claire McCaskill

These results show that the Alliance Proposal is not a serious, comprehensive approach to
redress the problem of defective rental vehicles on our nation’s roads and highways. The
agency is also concerned that this approach is counterproductive, making consumers believe
that defects and noncompliance in motor vehicles are only serious and dangerous if the defect
notice tells consumer not to drive the vehicle.

The agency submits to the record its opposition fo the Alliance Proposal. The informed
consent provisions and the requirement to ground rental vehicles only in the limited
circumstance when the defect or noncompliance notice contains advice not to drive does not
adequately protect consumers and the driving public. The agency supports S. 2819 to the
extent that it is consistent with our GROW AMERICA proposal — to protect consumers from
renting vehicles subject to a recall unless the defect or noncompliance is remedied. The
agency further supports Section 4109 of the GROW AMERICA Act, that would extend these
requirements to used car dealers. All defects and noncompliance should be addressed and
remedied prior to selling or renting a motor vehicle to the public.

1 have sent a similar response to Senator Barbara Boxer. If I can provide additional
information or assistance, please feel free to call me. If members of your staff have questions,
they may contact Alison Pascale, Director, Office of Governmental Affairs, Policy and
Strategic Planning at (202) 366-2386.

Sincerely yours,

Deputy Administrator
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Carol ("Cally") Houck
Ojai, California
Mother of Raechel and Jacqueline Houck

October 15, 2015

Honorable John Boehner

Speaker, U.S. House of Representatives
The Capitol H-232

Washington, DC 20515

Honorable Fred Upton

Chairman, House Committee on Energy and Commerce
2125 Rayburn House Office Building

Washington, DC 20515

Honorable Michael C. Burgess

Chairman, House Subcommittee on Commerce, Manufacturing and Trade
2125 Rayburn House Office Building

Washington, DC 20515

Re: Passage of H.R. 2198, the Raechel and Jacqueline Houck Safe Rental Car Act
Dear Speaker Bochner, Chairman Upton, and Chairman Burgess:

1 write to you as the mother of two beautiful, talented, treasured daughters, Raechel and
Jacqueline, who were killed by an unrepaired, recalled Chrysler rental car, seeking your
support for H.R. 2198, which is named the Raechel and Jacqueline Houck Safe Rental Car Act
in their memory.

They were just 24 and 20, full of life, and devoted to making the world a better place.
The rental car company handed them the keys to a recalled Chrysler PT Cruiser. It had a
defective steering component that was prone to leaking, causing an under-hood fire and loss of
steering, Chrysler had issued the safety recall notice about 30 days before, but the rental
company just kept renting it out, without bothering to get the free repairs done first,

On their way back home from visiting their father, younger brother, and me in Qjai, CA,
their rental car caught on fire near Santa Cruz, and Raechel lost steering. The car veered across
the median and crashed head-on into a tractor trailer. Witnesses told the highway patrol that their
rental car was on fire before the crash,

Eventually, the rental car company admitted 100% liability for their deaths, and years later,
they also apologized to me. While what they did was illegal under California law, existing law
was inadequate to prevent my daughters' deaths. Other states have similar laws, but they too are
not enforceable until after there are “damages” or a personal injury or death. That is why we necd
a uniform, federal law that is enforceable by the National Highway Traffic Safety Administration.
Only NHTSA can do the pro-active policing of the law, to ensure compliance and prevent
tragedies before people are injured or killed.
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Chrysler and other auto manufacturers are telling Congress that rental companies
should be required only to inform consumers when a rental car is under a safety recall, unless
the recall is a so- called “do not drive” recall. Such a law would not have saved my daughters’
lives. The PT Cruiser was the last car on the lot, and even if the rental car company had
notified Raechel and Jackie about the defect, they weren't mechanics, and wouldn't have
known how risky the defect was. Plus Chrysler chose not to issue a “do not drive” warning,
which is extremely rare and has nothing do to with how unsafe a vehicle is — it's basically done
for PR reasons, usually for owners of relatively new cars that are getting bad press.

Virtually the entire rental car industry (with few exceptions, including a company called
Rent-a- Wreck) is now working with me and auto safety groups to enact the Raechel and
Jacqueline Houck Safe Rental Car Act, which would make it a violation of federal law for a
rental car company to rent or sell recalled cars with lethal safety defects, until the defects have
been repaired. GM, Honda, AAA and the State Farm Insurance Company are also supporting
the bill. Earlier this year, the California New Car Dealers Association officially sponsored
legislation in California that was modeled after the federal safe rental car bill. Polling shows
that the American public overwhelmingly supports enactment of this law. Support crosses party
lines and the many divides in our nation, The bottom line is that when people rent a vehicle
from a reputable rental car company, or are loaned a car at a car dealership, they fully expect
that it will be safe.

I am so proud to tell you that Sen. Thune included the Raechel and Jacqueline Houck Safe
Rental Car Act in his safety legislation, which was then included in the Senate highway bill that
passed the Senate with overwhelming bipartisan support in July. The Senate passed the rental car
legislation despite the fact that the Alliance of Auto Manufacturers, Global Automakers, and
National Automobile Dealers Association remain opposed. The Senators realized that those trade
associations should not stand in the way of a common sense safety measure that is
overwhelmingly supported by consumers and the only industry that would be regulated under the
bill.

Tragically, delays in passing this legislation have already claimed another innocent life.
Last fall, another talented, beautiful young woman, Jewel Brangman, age 26, was also killed by
a recalled rental car. It had an exploding Takata air bag, and when she was in a multiple-vehicle
fender- bender, everyone else walked away, but flying metal from the air bag severed an artery
in her neck.

How many more lives will be lost because of unsafe, recalled rental vehicles before
Congress acts? The Senate has done the right thing — it is now in your hands. If you believe, like
I do, that all human life is precious, you will support this bill and make sure it is included in any
highway legislation that is passed by the House of Representatives.

Sincerely,

Carol “Cally” Houck

Ce: Minority Leader Nancy Pelosi
Energy and Commerce Ranking Member Frank Pallone
H.R. 2198 sponsors Reps. Lois Capps, Jan Schakowsky, G.K. Butterfield and Walter Jones



Lee R. Godown
Vice President
Global Govermment Refations

General Motors Company

25 Massachuselts Avenve, N Y.
Suite 400

Washington, D.C. 20001
Phone: 202- 5033

Fax:  202.775-5023

June 26, 2014

The Hon. Chuck Schumer
322 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Schumer:

Thank you for meeting with me, our CEO Ms. Mary Barra, and for the continuing
cooperation of your staff in an effort to find common ground on the provisions of S. 921,
The Raechel and Jacqueline Houck Safe Rental Car Act of 2013.

As you know, under existing law auto manufacturers have the ability to defend against
loss of use claims by rental car companies, because rental car companies have the
ability to manage the way they repair their fleets subject to safety recalls or other safety-
related notices. While we think that the rental companies will continue to have that
ability as a practical matter (because of the size and diversification of their fleets) if S.
921 passes as currently drafted, our defense as a manufacturer might be degraded,
since the rental companies would be able to point to the absolute statutory grounding of
vehicles as the basis for claims of loss of use — even in the absence of a showing of
actual “"damages.”

Our primary concern with the current language of S. 921 is that the new requirements
for rental companies to repair recalled vehicles could increase manufacturers’ liability
under state laws for the losses suffered by the rental car companies as a result of
having to ground recalled cars before they can be repaired. In discussion with your
staff, it became apparent that you never intended to change the status quo with regard
to loss of use, and believe that the issue would be best addressed in the contracts
between the manufacturers and the rental companies.

As part of discussions | have had with your staff, and the staffs of the cosponsors of S.
921, | would like to suggest the below fanguage as an amendment to the current
provisions of the legislation.
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After section 8 (of 8.921), insert the following:
SEC. 9. RULE OF CONSTRUCTION.
Nothing in this Act or the amendmerits made by this Act shall—

(1) be construed to create or increase any liability, including for loss of use, for a
manufacturer as a result of having manufactured or imported a motor vehicle subject to
a notification of defect or noncompliance under subsection (b) or (c) of section 30118 of
title 49, United States Code; or

(2) supersede or otherwise affect the contractual obligations, if any, between such a
manufacturer and a rental company (as defined in section 30102(a) of title 49, United
States Code, as amended by section 2}.

If this change in S. 921 can be accomplished and addressed, General Motors stands
ready to support such a revised bill.

I would like to add that, in discussions with your staff, | have raised the possibility of
mandating that rental car companies be obliged to report their repair completion rates
monthly or quarterly to the National Highway Transportation Administration (NHTSA) —
the goal being to prompt the companies to repair their vehicles in a timely fashion, and
to make this completion rate more transparent and public. We support this requirement.

Lastly, our auto dealer partners (NADA) have expressed a concern that the NHTSA
rulemaking authority in section 9 of the legislation is too broad. Section 9 states: The
Secretary of Transportation may promulgate rules, as appropriate, to implement this Act
and the amendments made by this Act. | understand through your staff that you are
willing to delete this section of the legislation, and we support this deletion.

Sincerely,

AR Sl

N~



Lee R, Godown

Genersl Motors Company
ssacfsetis Avenue WY

July 8, 2014

The Hon. Chuck Schumer

322 Hart Senate Office Building

Washington, D.C. 20510

Dear Senator Schumer:

On behalf of General Motors, | would like to thank you, as well as the
cosponsors, for reviewing our proposed changes to S. 921 as described in
my June 26, 2014, letter to you (herewith again attached).

With these changes made to the committee-reported text of S. 921, “The
Raechel and Jacqueline Houck Safe Rental Car Act of 2013,” such a
revised bill will have the support of General Motors.

Let me offer our appreciation to you, as well as to your staff for their
professionalism, as we worked through this process.

Sincerely,

A ol

Attachment
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Honorable Fred Upton Honorable Frank Pailone, ir.
Chairman Ranking Member

Committee on Energy and Commerce Committee on Energy and Commerce
2183 Rayburn House Office Building 237 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515

Honorable Michael C. Burgess Henorable Jan Schakowsky

Chairman Ranking Member

Subcommittee on Commerce, Manufacturing Subcommittee on Commerce, Manufacturing
and Trade and Trade

2336 Rayburn House Office Building 2367 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

American Council for an Energy-Efficient Economy | Center for Auto Safety
Environment America | League of Conservation Voters | Natural Resources Defense Council
Safe Climate Campaign | Sierra Club | Union of Concerned Scientists

October 20, 2015
Re: Discussion Draft an Vehicle and Roadway Safety

Dear Committee Chairman Upton, Ranking Member Pallone, Subcommittee Chalrman Burgess and
Subcommittee Ranking Member Schakowsky,

The undersigned environmental, science, and safety organizations urge you to strike Section 502: Credits for
Advanced Automotive Technology and Section 503: Fuel Economy Credits for Advanced Automotive
Technologies from the Discussion Draft on Vehicle and Roadway Safety. These sections create unnecessary
credits for technologies that are already expected to be adopted , thus providing uncertain safety benefits while
undermining our energy security, public health, the environment, and consumer savings. There is insufficient
evidence that the proposed advanced automotive and connected vehicle technologies described in the draft bill
would actually lead to real-world emissions reductions and improvements in fuel economy. Hence legislation
giving credits to these technologies would likely fead to net increases in poliution and fuel consumption, in
addition to circumventing the important public regulatory process that defines automaker compliance options.

The National Highway Traffic Safety Administration (NHTSA) and Environmental Protection Agency (EPA)} should
continue to use their existing authority to conduct public rulemakings in order to consider changes to fuel
economy and emissions crediting systems. The agencies have very successfully demonstrated the effectiveness
of a public process to develop strong standards that are supported by automakers as well as environmental,
consumer, and national security organizations. Directing credit levels through legislation circumvents the
expertise of the agencies, industry, and public to develop standards that are based on detailed quantitative
analysis of technology effectiveness and result in clean air and economic security benefits to society.

The credit levels directed in the Discussion Draft would create a loophole that offsets real gains and increases
fuel use and pollution, The Discussion Draft awards a minimum of 9 grams per mile of greenhouse gas credits for
a collection of advanced automotive technologies {including forward collision warning, driver attention monitor
and left turn assist) and connected vehicle technologies that send safety messages between motor vehicles. it's
unclear that any of these technologies will lead to real-world carbon poflution or fuel consumption reductions,
Those 9 grams per mile of credits would slow the development of more efficient and less polluting technology.
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For comparison, from mode! year 2012 to 2013, automakers reduced greenhouse gas emissions from new cars
and light trucks by an average of 9 grams per mile under the current standards.” The credit windfall of the
Discussion Draft would have effectively allowed the industry to avoid all needed advancements in engines,
transmissions and vehicle bodies that actually save consumers money at the pump and cut pollution.

Opportunities to improve road safety with new technologies are important, and we welcome policies that will
help to realize those improvements. However, we do not believe that there needs to be a trade-off between the
fue! consumption of vehicles and additional safety features, many of which autornakers are already making
available on their products. One of the technologies that can qualify for additional credits is automatic
emergency braking, a technology that 10 auto manufacturers committed to putting in all of their new vehicles in
an agreement with NHTSA and the Insurance Institute for Highway Safety in September of this year.” Moreover,
recent manufacturer malfeasance, shown by a lack of compliance with vehicle emissions requirements together
with a host of similar, lower profile events, demonstrates the urgency of closing the gap between certified and
real-worid vehicle performance. The proposed credits would serve instead to widen that gap, costing consumers
hundreds of doflars at the pump.

Automakers currently have the ability to apply for emissions and fuel economy credits for new technologies,
which makes Sections 502 and 503 unnecessary. Under the current greenhouse gas and fuel economy
standards, automakers can earn credits for technologies that reduce emissions and fuel consumption during
real-world operation but are not completely quantified on the compliance test cycle, EPA and NHTSA have
already provided a list of so-called “off-cycle” technology credits and autemakers can petition for new credit
levels for existing technologies and for the inclusion of new technologies. Companies such as Mercedes-Benz, *
Fiat Chrysler, Ford, and Genera! Motors® have already used this petition process to increase their compliance
flexibility. The petition process follows a clear methodology that requires extensive data input and allows for
public review. it is essential that emissions and fuel economy credits are only awarded for technology adoption
that results in consistently measurable and verifiable emissions and fuel consumption reductions in real-world
vehicle operations.

We urge the Committee not to establish the vehicle greenhouse gas and fuel economy credits put forward in the
Discussion Draft. Assigning credits is a task best left to NHTSA and EPA, as their existing authority allows for a
transparent, public process based on technical analysis. We urge the committee to strike Sections 502 and 503.
These Congressionally-defined credits would lead to increases in fuel consumption and greenhouse gas
emissions.

Sincerely,

American Council for an Energy-Efficient Economy
Center for Auto Safety

Environment America

League of Conservation Voters

Natural Resources Defense Council

Safe Climate Campaign

Sierra Club

Union of Concerned Scientists

! EPA, “GHG Emission Standards for Light-Duty Vehicles: Manufacturer Performance Report for the 2013 Model Year”, EPA-
420-R-15-008, March 2015. Available at htto://www3.epa.gov/otag/climate/ghg-report.htm,
? hittp://www.nhtsa.gov/About+NHTSA/Press+Releases/2015/nhtsa-iihs-commitment-on-aeb-09112015

® hitp://www3.epa.gov/otag/regs/Id-hwy/greenhouse/documents/420r 14025 pdf
4 http://www3.epa.gov/otag/regs/id-hwy/greenhouse/documents/420r15014.pdf
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AMERICAN CAR RENTAL ASSOCIATION
A

SUBMITTED WRITTEN STATEMENT
OF THE
AMERICAN CAR RENTAL ASSOCIATION
HOUSE SUBCOMMITTEE ON COMMERCE, MANUFACTURING AND TRADE
LEGISLATIVE HEARING ON
THE “DISCUSSION DRAFT ON VEHICLE AND ROADWAY SAFETY”
IN SUPPORT OF H.R. 2198
“THE RAECHEL AND JACQUELINE HOUCK SAFE RENTAL CAR ACT OF 20157
OCTOBER 21, 2015
Introduction

Good morning, Chairman Burgess, Ranking Member Schakowsky and Members of the Commerce,
Manufacturing and Trade Subcommittee of the Energy and Commerce Committee. The American Car
Rental Association (ACRA) respectfully submits this written statement and ask that it be included as
part of the Subcommittee’s record for the hearing today.

The hearing today focuses on a “discussion draft” legislative proposal to improve vehicle and roadway
safety. ACRA submits that the discussion draft omits a major bi-partisan legislative initiative that
undoubtedly will improve vehicle and roadway safety - H.R. 2198, “The Raechel and Jacqueline
Houck Safe Rental Car Act of 2015." H.R. 2198 has the support of auto safety advocates and the
industry the bill will regulate. ACRA respectfully encourages the Subcommittee’s to include the text of
H.R. 2198 in the mark-up legislative vehicle when it considers a House surface transportation bill
safety title in the coming weeks.
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ACRA is the national representative for over 98% of our nation’s car rental industry. ACRA's
membership is comprised of more than 300 car rental companies, including all of the brands you would
recognize such as Alamo, Avis, Budget, Dollar, Enterprise, Hertz, National and Thrifty. ACRA also has
as members many mid-size, regional car rental companies as well as smaller, “Mom & Pop” operators.
ACRA members have over two million registered vehicles in service, with fleets ranging in size from
one million cars to ten cars.

ACRA applauds this Subcommittee for its continued interest in auto safety legislation. Our 300-plus
member organization has come together in an unprecedented partnership between an industry trade
group and consumer safety organizations and advocates in support of H.R. 2198 and to urge Congress
to enact the legislation. H.R. 2198 was introduced in the House carly this year on a bipartisan basis and
a companion bill (S. 1173) also was introduced in the Senate. The House bill was referred to the
Committee on Energy and Commerce and to this Subcommittee.

In July, the Senate Commerce Committee adopted an amendment containing the text of S. 1173 by a
unanimous, bi-partisan voice vote during its consideration of a Senate surface transportation safety
title.  Senator John Thune (R-SD), Chairman of the Senate Commerce Committee, pointed out the car
rental recall provisions in the committee’s safety title as an important vehicle safety improvement in his
floor statement in support of the Senate’s overall highway bill. The full Senate passed S. 1173 as a part
of that chamber’s long-term reauthorization legislation of federal surface transportation programs on
July 30, 2015, We strongly encourage the House to follow the Senate’s example and incorporate H.R.
2198 into the House’s surface transportation reauthorization legislation.

The Car Rental Industry and Consumer Safety

In 2004, Raechel and Jacqueline Houck were killed while driving a rental car that had an unrepaired
safety recall, H.R. 2198, the legislation named in their memory, was introduced in the House by
Representatives Lois Capps (D-CA), Walter Jones (R-NC), G.K. Butterfield (D-NC) and Jan
Schakowsky (D-IL) on May 1, 2015,

The Safe Rental Car Act would prohibit rental companies from renting or selling cars subject to a
federal safety recall unless they have been repaired. The only exception to this rule would be if the
manufacturer identified an interim measure that could be taken while the permanent repair was being
developed that would eliminate the risk. Once the permanent repair becomes available, however, the
car must be grounded until the repair is made.

ACRA worked collaboratively with consumer advocates to develop the provisions that are part of H.R.
2198. The bill fairly balances the public’s interest in safety with the rental car industry's business
model. The provisions of the bill are well-reasoned, effective and workable, given the realities of the
auto rental marketplace. Moreover, in these aspects the legislation embodies the safety practices that
have been adopted and followed by ACRA members for many years. Our organization strongly
supports the legislation and encourages Congress to enact it this year.

2
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Properly maintained vehicles in the rental industry are paramount. It’s about trust — between customers
and the individual businesses of ACRA members. Customers should have confidence that their rental
is not the subject of a safety recall and the legislation provides that confidence. It is common sense that
the laws require that which ACRA already recommends -~ that rental cars subject to safety recalls be
repaired before they are put into the hands of consumers.

Important Safety Provisions of ILR. 2198

Timing of Notice and Grounding

H.R. 2198 defines the timeframe in which rental companies have to take a vehicle out of service
(i.e., “ground” or “lock down™ the vehicle) after receiving the safety recall notice. There is a
period of time the companies need in order to receive the notice and successfully lock down the
appropriate vehicles. The bill calls for the vehicles to be grounded as soon as practicable, or
within 24 hours of receiving the safety recall notice. In the situation of a particularly large recall
— one that affects more than 5,000 vehicles for one company, the lock down timeframe is 48
hours.

Interim Remedy

The only exception under H.R. 2198 to the grounding or “do not rent,” requirement is when the
manufacturer has issued a safety recall and has not developed the permanent repair, but offers a
temporary fix — or interim remedy — that eliminates the safety risk. If the rental car company
performs the interim remedy, then the car may continue to be rented. Once the permanent repair
is offered by the manufacturer, the vehicle must be pulled from service and permanently
repaired before being re-rented.

Car Sales From Rental Fleets

The American car rental industry is the largest single purchaser of cars from domestic and
foreign car manufacturers every year. The industry, in turn, sells a large number of cars each
year through retail and wholesale channels. H.R. 2198 requires that rental car companies repair
any safety recall to any vehicle prior to selling that vehicle — either through retail or wholesale
markets. The only exception to this requirement is if a vehicle has been so severely damaged
that it will only be sold for parts. In this instance, the rental company does not need to perform
the recall work,
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Federal versus State Role

This is a critical national issue and deserves a national solution. The motor vehicle safety recall
process is overseen by the National Highway Traffic and Safety Administration (NHTSA) and has its
origins in the Federal Motor Vehicle Safety Act, originally enacted in 1966. Therefore, ACRA believes
strongly that major changes to rental vehicle safety recall procedures should be made by Congress,
rather than individual states. Rental cars are an integral part of interstate commerce and car rental
customers cross state borders in rental vehicles that are rented in one state, driven and then returned in
another state.

As attention to vehicle safety recalls remains squarely in the public spotlight, policy makers at the
local, state and federal level are understandably eager to address safety concerns. There have been
several initiatives at various levels of government to particularly address safety recalls concerning the
rental industry. No two proposals are the same. ACRA believe a patchwork of state and local laws
would be disruptive to consumers and the car rental industry since rental cars regularly are rented in
one state and driven and left in another. In addition, these state and local proposals create challenges
because each attempts to address a regulatory process that is controlled and overseen by a federal
agency (NHTSA). ACRA’s conviction is that rental car safety should be addressed on the federal
level.

Organizations Supporting H.R. 2198

ACRA is not alone in its support for H.R. 2198. This legislation is also supported by the following
companies and organizations:

o Consumers for Auto Reliability and Safety (CARS)

o Advocates for Highway and Auto Safety; Center for Auto Safety
¢ Consumers Union

e Consumer Federation of America; Consumer Action

s National Association of Consumer Advocates

e Trauma Foundation

* American Automobile Association (AAA)

e Truck Renting and Leasing Association

s State Farm

Conclusion

As strong supporters of H.R. 2198, we continue to talk to members of Congress and their staff in
support of this legislation and are often asked why the car rental industry is willing to accept new
federal regulation of the industry’s practices. The response to that is easy. After listening to customers,
ACRA engaged and became part of the process. The end result is a proposal that will provide car rental
customers additional assurance that the vehicles they rent are safe and provides the car rental industry

4
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with a critical and clear uniform federal standard across the country.

Again, ACRA urges Congress to enact this bill as soon as possible. As this Subcommittee works on
legislation regarding all aspects of auto-safety, we respectfully request that H.R. 2198 be included in
the safety title this Subcommittee and the full Energy and Commerce Committee will develop for the
House highway bill.

Thank you for providing ACRA with the opportunity to submit this statement,
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October 19, 2015

Congressman Michael Burgess Congresswoman Jan Schakowsky

Chairman Ranking Member

Subcommittee on Commerce, Manufacturing & Trade Subcommiitee on Commerce, Manufacturing & Trade
2123 Rayburn House Office Building 2322A Rayburn House Office Building

Washington, DC 20515 Washington, DC 20513

RE: Discussion Dralt to Provide Greater Transparency, Accountability, and Safety Authority to the National
Highway Traffic Safety Administration

Dear Chairman Burgess and Ranking Member Schakowsky:

The Auto Care Association, on behalf of our 3,000 member companies representing more than 150,000
independent auto care businesses, are encouraged by the efforts to address the rofe of the National iighwa
Traffic Safety Administration (NHTSA) in order 1o further the passage of a long-term national transportation
bill. The current discussion draft attempts to tackle the most complicated issues surrounding vehicle safety in
our modern day with new sections on data privacy, hacking and cybersecurity. However, the current draft
language under-values the role of the auto care industry in new and developing automotive technologics in a
manner that could eripple the industry moving forward. We urge the subcommitiee to revisit these critical
sections of the discussion draft before proceeding,

The Auto Care Association is a national trade association representing the independent businesses within the
supply chain of the $328 billion vehicle maintenance and repair industry. The auto care industry contributes
more than 2.2 pereent to the U.S. gross domestic product and employs more than 4 million people. Following
expiration of a new car warran(y. over 73 pereent of car owners patronize independent repair shops rather
than new car dealers.

The proliferation of software, firmware, and hardware into the operating functionality of motor vehicles
means mechanical functions of vehicles are being partially performed by electronic systems, These systems
are functionally integrated with, and as a practical matter, inseparable from physical engine parts. Whereas in
the past a repair shop or car owner could diagnose an issue impacting emissions and safety solely by
mechanical adjustments, today they require access o the vehicles” control software using laptop computers
and sophisticated diagnostic tools and sofiware.

However, section 302 of the Comimittee’s discussion draft states that it is “unlawful for any person (o access,
sithout authorization, an electronic control unit (HCUY or eritical system of a motor vehicle, or other system
containing driving data for such motor vehicle, cither wirelessly or through a wired connection.” 1t should be
noted that the ECU is the brain of a vehicle and therefore for a service facility to repair a vehicle system, they
will need access to that ECU for both the diagnosis and repair. The language in the draft is extremely vague
and could be interpreted to provide the car company with full control over who has aceess to key vehicles
systems many of which are needed for repair purposes. Such action could have severe anti-competitive
impacts on our industry and car owners who depend on independent repair shops for about 80 percent of post
warranty repairs.

The Auto Care Association believes that when a consumer purchases a vehicle, they own not only the sheet
metal and mechanical parts, but the software as well. While the design of the software might be the property
ol the developer, ownership and therefore access to that soltware should be controlied by the owner of that
vehicle and not by the vehicle manufacturer. Therefore, it is important that in generating any measures 1o
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protect cyber security, that the ability for car owners to be able to obtain competitive scrvice or for that matter
to be able service the vehicle themselves must be taken into account.

Furthermore, it has been promoted by academics and motor vehicle manufacturers, alike, that the aftermarket
is a critical ally in accelerating the adoption of advanced vehicle technologies that have proven safety
benefits. Add-on devices for lane departure warning, location services, collision warnings, and other
technologies are being developed not solely by motor vehicle manufacturers, but auto care companies and
aftermarket divisions of motor vehicle equipment companies. These companies outnumber motor vehicle
manufacturers by far and provide just as much of a necessary perspective on the development of best
practices for data and systems security. However, the current discussion drafl grossly limits their ability to be
present during the development of policies and practices surrounding the seeurity of motor vehicle
equipment. Specifically, limiting the presence of aftermarket representation on advisory committecs
determining policies on cyber security, advanced vehicle technologies, and other critical systems to one or
cven no members poientially cripples these policies from being effective and consistent across the automotive
technology spectrum.

‘The Auto Care Association, on behalf of the auto carc industry, strongly urges the subcommitiee to review
and redrafl portions ol the current discussion draft published October 13, 2013 with regards to electronic
vehicle systems, data, hacking. advanced vehicle technologies, and cyber security.

Sincerely,

Lo T

Aaron Lowe
Senior Vice President, Regulatory and Government Affairs
Auto Care Association
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October 21, 2015

The American Chemistry Council (ACC) appreciates the oppartunity to comment on the House Energy
and Commerce Subcommittes on Commerce, Manufacturing, and Trade hearing entitied, “Examining
Ways to Improve Vehicle and Roadway Safety.” Representing over 180 companies engaged in the
business of chemistry, ACC is an innovative $801 billion enterprise and a key element of the nation’s
economy. ACC members apply the science of chemistry to make innovative products and services that
make people's lives better, healthier and safer,

The business of chemistry, including manufacturing of lightweight plastics and potymer composites used
by the transportation industry, creates over 800,000 manufacturing and high-tech jobs, plus six million
related jobs that support families and communities. The products of chemistry, such as plastics and
polymer composites, make it possible to provide clean air and water, safe living conditions, efficient and
affordable energy sources, lifesaving medical treatments and safe and innovative transportation solutions.
Given the focus of today’s important and timely hearing to consider legislative proposals intended to
improve motor vehicle safety and prepare the National Highway Traffic Safety Administration (NHTSA)
for the next generation of innovative vehicles, ACC would like (o share background on our work in this
important area.

Automotive technology is changing rapidly with the goal of creating more sustainable personal
transportation and associated infrastructure. Manufacturers are increasingly utilizing innovative light-
weight plastic and composite materials to increase awto fuel efficiency. This trend is likely to accelerate
as automakers across the country take steps to meet the Corporate Average Fuel Economy (CAFE)
standards, As vehicles become lighter in weight, Congress, NHTSA, automotive manufacturers and
automotive material suppliers, including ACC members, play a critical role in ensuring that safety
continues to mprove.

Since FY2006, Congress has devoted $1.3 million to the NHTSA to study the safety benefits of using
plastics and composites to lightweight vehicles as a tool to achieve new CAFE standards. In the Moving
Ahead for Progress in the 21st Century Act (P.L. 112-141), known as “MAP-21," Congress formaily
authorized the NHTSA Council for Emerging Technologies to implement the Plastic and Composite
Intensive Vehicle Safety Roadmap (Report No. DOT HS 810 863). The NHTSA Safety Roadmap creates
& 15-year research plan for the inclusion of emerging lightweight plastic and composite technologies in
motor vehicles. ACC continues to be pleased that the products of chemistry ~ including lightweight
plastic and polymer-based materials - have helped increase fuel efficiency, enabled more flexible vehicle
designs, and helped improve auto safety, and that the NHTSA continues to facilitate these developments
with necessary pre-competitive safety research and development, dynamic modeling and crash testing,

encanchemistry,com FOO I Srrcer, NE, Washi 1, 1C 20002 I {202} 497000
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Fully implementing the NHTSA Safety Roadmap will help ensure automakers have the tools they need to
continue {o make automobiles more fuel efficient and lightweight while maintaining vehicle safety.
NHTSA’s continued work on the Safety Roadmap is needed to ensure that necessary pre-competitive
research and development continues. This includes computer modeling for advanced plastic and polymer
composites to help ensure accuracy in crash simulations. In addition, increased non-destructive testing
and evaluation capabilities for plastic and polymer composites can help ensure safety integrity. We
appreciate the Committee’s support to continue this important, pre-competitive safety research at NHTSA
to support the next generation of innovative vehicles.

Plastic and polymer composite products contribute robust and distinct economic benefits to our nation.
Produced at 1,572 plants in 43 states, employing over 54,000 people and featuring a payroll of over $2.5
billion, advanced plastics and composites in the automotive sector have doubled in use over the last
twenty years.

Plastics and polymer composites are helping to solve many of our nation’s transportation challenges,
including those faced by automakers seeking to achieve current and future federal safety standards for
vehicles and light trucks. Technological innovation plays an important role. For example, carbon fiber
reinforced plastic can absorb up to twelve times the crush strength of steel and has the potential to reduce
the weight of some vehicle components by as much as seventy-give percent. As manufacturers continue
to lightweight vehicles in order to meet increasingly challenging automotive requirements, NHTSA needs
to ensure that data and standards exist to achieve light-weighting while maintaining vehicle safety.
Together, the plastics and polymer composites industry can successfully harness new and innovative
vehicle technology to help auto manufacturers achieve safety requirements, fuel efficiency and contribute
to reduced greenhouse gas emissions.

ACC applauds the House Energy and Commerce Subcommittee on Commerce, Manufacturing and Trade
for its efforts to improve vehicle and roadway safety. ACC supports this work and highlights the
increasingly important role of lightweight plastics and polymer composites in manufacturing innovative
automotive technologies. We look forward to continning to work with the Committee, Congress, NHTSA
and all stakeholders on the development of emerging technologies and manufacturing processes to
improve fuel economy and auto safety.

HHE
http://www.amerieanchemistry.com
The American Chemistry Council (ACC) represents the leading compani 1in the business of chemisiry.
ACC members apply the science of chemistry to make innovative products and services that make people’s lives
better, healthier and safer, ACC is itted to improved envi health and safety performance through

Responsible Care®, common sense advocacy designed to address major public policy issues, and health and
enviranmental research and product testing. The business of chemistry is an §801 billion enterprise and a key
element of the nation's ecoromy. It is the nation's largest exporter, accounting for 14 percent of all U.S. exports.
Chemisiry companies are among the largest investors in vesearch and devel . Safety and security have always
been primary concerns of ACC members, and they have intensified their efforts, working closely with government
agencies to improve Security and to defend against any threat to the nation’s critical infrastructure.
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safe rivers

safe vehicies
secure identities
saving fives!

October 20, 2015

House Energy and Commerce Committee
Subcommittee on Commerce, Manufacturing and Trade
2125 and 2322A Rayburn House Office Building
Washington, PC 20515

Dear Energy and Commerce Committee Members:

AAMVA welcomes the opportunity to address concerns with the Vehicle Safety Title provided via
discussion draft for its hearing on “Examining Ways to improve Vehicle and Roadway Safety.” AAMVA
believes the true issue behind recent vehicle recall issues is not ultimately related to consumer
notification. While informing the consumer may help satisfy completion rates, the larger issue at hand is
ensuring manufacturers are complying with their responsibility to report recalls to the federal
government in a timely manner,

Section 203 would mandate state participation in a safety recall notification program. This section would
require state governments notify each owner or lessee of an open motor vehicle recall at the time of
vehicle registration.

AAMVA objects to these provisions as follows:

» This legislation would place additional requirements on states participating in the National
Driver Register {49 USC 30303). By adding subsection (d}, and requiring that in order to
participate in NDR a state must notify owners of open recall information at the time of vehicle
registration, this language could cause some states to become non-participants in NDR. Non-
participation would compromise a state’s authority to issue any driver’s license, as 43 USC
30304(e) requires that “before issuing a motor vehicle operator’s ficense to an individual or
renewing such license, a State shall request from the Secretary information from the National
Driver Register.”

» The National Driver Register does not include vehicle-related information. States participating in
NDR do so under the presumption of checking the Register prior to driver’s licensing
transactions - not for checking status on vehicle transactions. The NDR is not a sensible
conveyance for this type of information.

« This section constitutes an unfunded mandate on states and transfers costs and manufacturers’
legal responsibitity associated with notification requirements onto taxpayers and state
government.

4401 WILSON BLVD, SUITE 700. ARLINGTON VA, 22263 | aamva.org
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» Vehicle data, owner data, and vehicle identification numbers associated with an open motor
vehicle recall reside in exclusively separate data systems. Integration of these systems for
notification purposes {and into a driver database with for which there are no current finks)
would be costly with no associative funding mechanism.

+ A mandate to check each vehicle’s recall status at time of registration would contribute
significantly toward customer wait times — adversely impacting a state’s ability to serve
customers.,

* integration of web solutions to individual branch offices and front-line employees is not
universal. System capabilities for each state and branch office vary, including limited
connectivity to protect system integrity,

« This legislation impacts all online customer service systems within the state. States using oniine
vehicle registration methods would have to update their individual web portals to accommodate
the ability to provide notification requirements for online vehicle registration transactions. This
has the potential to disrupt not only vehicle transactions, but all web-based transactions.

Recommendations:

AAMVA continues to urge Congress to incentivize state involvement in a voluntary process. Language
passed in the Senate would allow states to recognize their own system needs, anticipate additional
requirements, and realize how they can become more involved in the recall notification process.
AAMVA endorses the language in Section 34205 of the Senate-passed DRIVE Act {HR 22} as follows:

SEC. 34205. PILOT GRANT PROGRAM FOR STATE NOTIFICATION TO CONSUMERS OF MOTOR VEHICLE
RECALL STATUS.

{a) IN GENERAL.—Not later than October 1, 2016, the Secretary shall implement a 2-year pilot program
to evaluate the feasibility and effectiveness of a State process for informing consumers of open motor
vehicle recalls at the time of motor vehicle registration in the State.

(b} GRANTS.—To carry out this program, the Secretary may make a grant to each eligible State, but not
more than 6 eligible States in total, that agrees to comply with the requirements under subsection (c).
Funds made available to a State under this section shall be used by the State for the pilot program
described in subsection {a}.

(c) ELIGIBILITY.—To be eligible for a grant, o State shall—

(1} submit an application in such form and manner as the Secretary prescribes;

{2} agree to notify, at the time of registration, each owner or lessee of o motor vehicle
presented for registration in the State of any open recall an that vehicle;
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(3) provide the open mator vehicle recall information at no cost to each owner or lessee of a
motor vehicle presented for registration in the State; and

(4) provide such other information as the Secretary may require.

{d} AWARDS.—In selecting an applicant for an award under this section, the Secretary shall consider the
State’s methodology for determining open recalls on @ motor vehicle, for informing consumers of the
open recalls, and for determining performance.

(e} PERFORMANCE PERIOD.—Each grant awarded under this section shall require a 2-year performance
period.

(f) REPORT.~Not later than 90 days after the completion of the performance period under subsection
(e), a grantee shall provide to the Secretary a report of performance containing such information as the
Secretary considers necessary to evaluate the extent to which open recalls have been remedied.

{g) EVALUATION.—Not later than 180 days after the completion of the pilot program, the Secretary shall
evaluate the extent to which open recolls identified have been remedied.

{h} DEFINITIONS.—In this section:
(1} CONSUMER.—The term “consumer” includes owner and lessee.

{2} MOTOR VEHICLE.—The term “motor vehicle” has the meaning given the term under section
30102(a) of title 49, United States Code.

(3) OPEN RECALL.—The term “open recall” means a recall for which a notification by a
manufacturer has been provided under section 30119 of title 49, United States Code, and
that has not been remedied under section 30120 of that title.

(4} REGISTRATION.—The term “registration” means the process for registering motor vehicles in
the State.

(5) STATE.~—The term ‘State” has the meaning given the term under section 101{a} of title 23,
United States Code.

Shoutld Congress decide to move forward with other language, the responsibility for funding the full
stand-up costs and the continuous maintenance of effort associated with a notification system must lie
with the manufacturers and not with state budgets. if the Committee continues consideration of the
draft discussion language, AAMVA proposes the following amendments to that language:
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SEC. 203. RECALL NOTIFICATION AT STATE VEHICLE REGISTRATION.

{(a) RECALL PROGRAM PARTICIPATION.— Section 30118 of title 49, United States Code, is amended
by adding at the end the following:

“{g] ADDITIONAL RECALL NOTICE —A participating State shal—

“(1} agree to notify, at the time of vehicle registration, each owner or lessee of @ motor vehicle
presented for registration in the State of any open recall on that vehicle;

“(2) provide the open motor vehicle recall information at no cost to each owner or lessee of a
motor vehicle presented for registration in the State; and

“(3} provide such other information as the Secretary may require.
“th) MANUFACTURER RESPONSIBILITY — Manufocturers are required to construct a centralized repository

for all vehicle identification numbers subject to an open recall and ensure that information is current and
gccessible to the Secretary and participating states.

“li) AUTHORIZATION OF FEE STRUCTURE - The Secretary is authorized to prescribe requlations
establishing a fee structure whereby manufactyrers assume the full cost of -

“{1) implementing the system

“{2} integrating state systems with the centralized repository of all vehicle identification numbers
subject to an open recall

“i3) maintaining the operational costs associated with notification procedures at the time of
state vehicle registration.

“i} EXEMPTION FROM LIABILITY — The additional notification provided by ¢ state at the time of vehicle
registration is not meant to replace the notification obligations of the manufacturer, Only the
manufacturer is liable in absence of notification.

“Ik} SYSTEM AVAILABILITY — Notification at the time of state vehicle registration shall not be required
prior to the establishment of state inteqration with the system described in paragraph {(h).

“{l) DEFINITIONS. —In this section:

“{1} MANUFACTURER — The term ‘manufacturer’ has the meaning given the term under section

30102(a) of this title.
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“(2}) MOTOR VEHICLE.—The term ‘motor vehicle’ has the meaning given the term under section
30102(aj of this title.

“(3}) OPEN MOTOR VEHICLE RECALL.~The term ‘open motor vehicle recall’ means a recall for
which a natification by a manufacturer has been provided under section 30119 of this title, and
that has not been remedied under section 30120 of this title.

“(4) PARTICIPATING STATE. — The term ‘participating state’ means g state that has voluntorily
agreed to supplement existing notification requirements through agreement with the Secretary.

“{5} REGISTRATION. ~The term ‘registration’ means the process for registering a motor vehicle
in the State or renewing the registration for such motor vehicle.

AAMVA thanks the Committee for their continued efforts to improve safety on the nation’s roadways.
We look forward to our continued collaboration, and should you have any questions, feel free to contact

me at aferro@aamva.org or (703} 908-5766.

Sincerely,

Anne S, Ferro
President and CEQ

ASF/sfb
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Statement of the Environmental Protection Agency

Hearing: Examining Ways to Improve Vehicle and Roadway Safety
Energy and Commerce Committee
U.S. House of Representatives

Subcommittee on Commerce, Manufacturing, and Trade

October 21, 2015

The U.S. Environmental Protection Agency (EPA) appreciates the opportunity
to provide a statement for the hearing entitled, “Examining Ways to Improve Vehicle
and Roadway Safety” before the Subcommittee on Commerce, Manufacturing, and
Trade, Energy and Commerce Committee. Prior to the hearing date, the
Subcommittee made available a discussion draft of legislation on vehicle and
roadway safety. EPA has had only a very limited time in which to conduct a
technical analysis of the draft (“Discussion Draft” or “Draft Legislation”) and the
Administration has not developed a position on the draft legislation. Below we

present some potential concerns based on this preliminary analysis.

Vehicle Emission Compliance Standards for Low-Volume Vehicle

Manufacturers (Section 405)

Section 405 of the Draft Legislation establishes requirements for the National
Highway Traffic Safety Administration (NHTSA) and EPA relating to regulatory
treatment of certain “replica motor vehicles.” The draft provisions would require
EPA and NHTSA to issue regulations exempting “low-volume manufacturers” who
produce or import less than 500 replica/antique vehicles per year from vehicle
safety standards, emissions testing, and inspection and maintenance requirements.
Section 405(b) would amend Clean Air Act Section 206(a} to allow an engine froma

vehicle with a certificate of conformity to be installed in an exempt replica vehicle,
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subject to specific installation requirements, and would exempt these vehicles from
emissions testing and inspection and maintenance requirements. The same section
would require that manufacturers of such “exempted specially produced motor
vehicles” register with EPA and submit annual reports to EPA describing the

vehicles produced, the engines used in such vehicles, as well as other information.

As written, Section 405 of the Draft Legislation does not appear to
differentiate between modern very low-emitting vehicle technologies and much
dirtier certified vehicle systems from the earliest days of EPA’s automobile emission
control program. If manufacturers, even small volume manufacturers producing
500 or fewer vehicles per year, were able to use antiquated but certified emission
control systems, these vehicles could create a safety risk for carbon monoxide
exposure in enclosed garages. They could also produce high emissions rates while
being operated, as compared to modern vehicles, which are 90 percent cleaner

today than the first vehicles certified under the Clean Air Act.?

Provisions on “Advanced Automotive Technologies”

Title V of the Discussion Draft, entitled “Advanced Automotive Technologies,”
would amend both EPCA and the Clean Air Act, and would establish a system to
provide greenhouse gas emission and fuel economy “credits” for manufacturers that
manufacture automobiles with certain advanced technologies installed. Section
503(a) defines “advanced automotive technology” as “any vehicle information
system, unit, device, or technology that meets any applicable performance metric
and demonstrates crash avoidance or congestion mitigation benefits.” The draft
definition then lists several technologies that would qualify, including among others
forward collision warning, adaptive brake assist, and autonomous emergency
breaking. The same section then defines “connected vehicle technology” to mean a

“dedicated short-range communications device that meets applicable performance

1 See http://www3.epa.gov/airquality/peg caa/carstrucks.html for more information
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metrics” as defined by a technology advisory committee set up under a different

provision of the Discussion Draft.

Section 504(c) provides the Secretary of Transportation (Secretary) with
authority to issue a rule adding an advanced automotive technology to the list in
503 (a). “Any interested person” may petition the Secretary to promulgate such a
rule. Such a rule would include a determination, made after consultation with EPA’s
Administrator, of the “appropriate level of greenhouse gas credits and fuel economy

credits” need to encourage additional advanced technology.

Section 502 of the Draft Legislation would amend Section 202(a) of the Clean
Air Act (42 U.S.C. 7521(a}), which provides EPA with the authority and obligation to
set air pollution standards for new motor vehicle engines and new vehicles. Section
502(a) would add a subsection to CAA 202(a) entitled “Credits for Advanced
Automotive Technology,” which would apply to new light duty trucks, light duty
cars, or medium-duty passenger vehicles built after model year 2018. Under this
provision, any such vehicle equipped with at least three advanced automotive
technologies (as defined by the Draft Legislation in section 503(a)}) would receive a
credit of “3 or more grams per mile,” as determined by EPA’s Administrator, that
would count towards meeting EPA’s greenhouse gas standards. Any such vehicle
equipped with at least one connected vehicle technology would receive “6 or more
grams per mile” towards meeting the applicable GHG standards. Section 502 also
requires that the Administrator, in 2026 and every two years thereafter, review the
amount of credits being given under the program to determine whether the credit
value should change, and to submit to Congress a report of such review and any
determination. Section 502 also prohibits the Administrator from taking the
installation of advanced technologies (or connected vehicle technology) into

account for any purpose other than providing credits.

Section 502(b) contains provisions on state standards directed at the

California motor vehicle emissions program, which has also been adopted by
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multiple states pursuant to Section 177 of the Clean Air Act. Under Section 502(b),
California would not be entitled to receive a waiver under Section 209(b) of the
Clean Air Act if California’s program did not also provide full credits for advanced
automotive technologies. In addition, if NHTSA were to publish a new “safety
performance metric” for a relevant vehicle technology, California would be required

to revise its own standard within 30 days, or the waiver would cease to apply.

These “advanced automotive technology” provisions of the Draft Legislation
would provide GHG credits that could be used by auto manufacturers to comply
with EPA’s greenhouse gas (GHG) emission standards, both for light and medium
duty vehicles. These emission standards are part of a comprehensive national
program designed to reduce GHG emissions, increase fuel economy, reduce the
nation’s dependence on foreign oil, and save consumers money. When President
Obama first took office, one of the first actions he took was to direct the EPA and the
Department of Transportation (DOT) to work with the auto industry to develop new
fuel economy standards for cars and light trucks. This work culminated in President
Obama announcing in July of 2011 national standards to double the efficiency of
light-duty cars and trucks by 2025. Taken together, the Administration’s light-duty
standards span model years 2011 to 2025 and are the first significant improvement
in over three decades. Under the final program, average new car and light truck fuel
economy is expected to double, reaching an average greenhouse gas performance
equivalent of 54.5 miles per gallon by 2025,2 saving consumers $1.7 trillion at the
pump—roughly $8,200 per vehicle for a Model Year 2025 vehicle — reducing oil
consumption by 2.2 million barrels a day in 2025, and slashing greenhouse gas
emissions by 6 billion metric tons over the lifetime of the vehicles sold during this

period.

2 The projected model year 2025 €02 compliance value of 163g/mi would be equivalent to 54.5 mpg,
if the entire fleet were to meet this C02 level through tailpipe CO2 and fuel economy improvements.
The agencies expect, however, that a portion of these improvements will be made through
improvements in air conditioning leakage and through use of alternative refrigerants, which would
not contribute to fuel economy. Real-world fuel economy is typically 20 percent lower than the fuel
economy equivalent GHG compliance value discussed here,
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EPA’s greenhouse gas standards were developed jointly with NHTSA and are
based on comprehensive analysis of vehicle technologies that reduce GHGs and
improve fuel economy, their effectiveness, and their costs. These rules require
compliance with progressively more stringent GHG emission standards for the 2012
through 2025 model years. These standards are being implemented now, and the
industry is outperforming the GHG standard.3 While EPA is supportive of advanced
technologies that increase vehicle safety, we have concerns about mandating GHG
emissions credits for such technologies at this time without a better understanding
of the potential impacts of this mandate on our vehicle emissions standards
program. EPA and NHTSA have previously considered this issue as part of the final
rule establishing GHG and fuel economy standards for light duty vehicles, model
years 2017-2025 (see 77 FR 62732, October 15, 2012). At that time, we indicated
that while there is a nexus between accident avoidance/congestion mitigation and
fuel/CO2 savings for the entire on-road fleet, EPA and NHTSA were limiting the
availability of vehicle credits to those technologies where reductions in fuel
consumption and CO2 emissions could be reliably determined and attributed to the

vehicles.

With respect to the Draft Legislation’s provisions regarding advanced safety
technologies, there is insufficient data today to tie GHG benefits to direct and
reliably quantifiable improvements in any individual vehicle equipped with
advanced safety technologies. Further, should such data become available in the
future, EPA has discretion under the Clean Air Act to consider the appropriateness

of such technologies under the LD GHG program.

3 For more information on how auto manufacturers are complying with the standards, see
http://www3.epa.gov/otaq/climate/ghg-reporthtm.
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Conclusion

EPA has not had sufficient time to fully review this draft legislation. While
EPA is supportive of advanced safety technologies for automobiles, we are
concerned that the potential impacts of the draft bill have not been fully considered.
EPA further notes that it has authority to consider such technologies under the
Clean Air Act already and that doing so in a regulatory context allows the agency to
give full consideration (with broad public input) to the full range of impacts that any

specific incentives for such technologies may have.
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SELF-SERVE USED AUTD PARTS

October 26, 2015

The Honorable Michael Burgess
2336 Rayburn House Office Building
Washington, DC 20515

SUBJECT: Vehicles and Roadway Safety

Dear Chairman Burgess,

As representatives of the largest companies in the auto recycling industry, we applaud your
efforts to address the important issue of vehicle recalls. This is a critical issue not only for
consumers and vehicle manufactures, but also for companies in the auto recycling industry.

We appreciate that this issue is addressed in the Commerce, Manufacturing, and Trade
Subcommittee discussion drafl on Vehicles and Roadway Safety released on October 13, 2015,
However, we encourage the committee fo include additional language to ensure that consumers,
including members of the auto recycling industry, have access to the part-specific recall
information needed to remove defective parts from the marketplace.

Our companies combined have more than 500 facilities and employ more than 30,000
individuals across the nation; we have the best interest of the consumer in mind. Our business
allows average Americans an alternative to purchasing new replacement parts, which are often
unaffordable for working families. 1t is the goai of our companies to sell safe and reliable parts to
the customers we serve. In order for our industry to assure the highest-quality recycled parts to
our customers, we must be able to check for specific recalled parts on the end-of-life vehicles we
purchase. Currently, this information is not available to the auto recycling industry from existing
databases. With the number of vehicle recalls growing every year, access to accurate recall
information is no fonger a luxury for our industry — it is a necessity.

We encourage the Commerce, Manufacturing, and Trade Subcommittee to adopt language that
will require Original Equipment Manufacturers (OEMs) to report the name, number, and
description of the specific part or parts that caused the recall of a vehicle, and to associate those
parts with specific vehicle VINs. We would ask that this information be made available in real
time through government or private sector databases. This requirement will allow companies in
the recycled parts industry to check the VIN numbers of the vehicles that they purchase for
recalled parts, in turn helping ensure that defective parts are removed from our stocks and not
inadvertently returned to the road.
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Mr. Chairman, this is a critical issue for our industry. We ask that you please take into
consideration our recommendation for additional language to the Vehicles and Roadway Safety

legislation. If we can answer any additional questions for you please do not hesitate to contact
any of us.

? . ( 1 /- g({f}

Ra¥ Colas ColinKelly /)
LKQ Corporation Pick-n-Pull

(312) 6212755 (781) 873-1665

§ David Weed
Pull-A-Part U-Pull & Pay
(678) 607-7000 (513) 419-6256
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FRED UPTON, MICHIGAN FRANK PALLONE, JR., NEW JERSEY
CHAIRMAN RANKING MEMBER

ONE HUNDRED FOURTEENTH CONGRESS

Congress of the United States

Iouse of Representatives

COMMITTEE ON ENERGY AND COMMERCE
2125 Ravauan House Orrice Buoing
WasHinaTon, DC 20515-61156
Majority 1202) 285-2827
NMangsity {282} 2253641

November 6, 2015

Dr. Mark Rosekind

Administrator

National Highway Traffic Safety Administration
1200 New Jersey Avenue, S.E.

Washington, DC 20590

Dear Dr. Rosekind,

Thank you for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled “Examining Ways to Improve Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Comimittee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015, Your responses should be c-mailed to the Legislative Clerk in
Word format at Dylan.Vorbach@mail.house.gov and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515,

Thank you again for your time and effort preparing and delivering testimony before the

Subcommittee.
SiW
- ey
" Michael C. Burgess, M,
Chairman

Subcommittee on Commerce,
Manufacturing, and Trade

cc: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade

Attachment
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U.S. House of Representatives
Committec on Energy and Commerce
Subcommittee on Commerce, Manufacturing, and Trade
October 21, 2015 Hearing:
“Examining Ways to Improve Vehicle and Roadway Safety”
NHTSA Administrator Mark R. Rosekind, Ph.D.

Additional Questions for the Record

The Honorable Michael Burgess, M.D.

1. You testified that the National Highway Traffic Safety Administration has an Office for
Vehicle Electronics, Vehicle Software, and Emerging Technologies. The Moving Ahead for
Progress in the 21st Century Act (MAP-21) directed NHTSA to establish a Council for Vehicle
Electronics, Vehicle Software, and Emerging Technologies. Please clarify if the "Office” is the
same entity as the Council that NHTSA was required to establish under MAP-21.

RESPONSE: The Office Electronic Systems Safety Research and Council for Vehicle
Electronics, Vehicle Software, and Emerging Technologies are different entities.

A. If the Office and the Council are different, please describe the differences between the
two and indicate whether or not the Office and Council interact with each other and in
what manner they interact.

RESPONSE: Within NHTSA’s Vehicle Safety Research program, the Office of
Electronic Systems Safety Research was created in 2012, Its mission is to implement
research programs that will build a scientific base to support NHTSA s (the agency)
decisions in the areas of electronics reliability, cybersecurity, vehicle controf systems and
emerging technologies that use sensors to achieve higher levels of automation,

The Council, as established by MAP-21 in 2012, formalized an internal agency working
group in the area of vehicle electronics. The Council expands NHTSAs existing
automative electronics expertise by providing a forum for coordinating, communicating,
and disseminating information on emerging technologies throughout the agency.

Managers and staff from the Vehicle Safety Research program are members of and
participate in Council meetings, ensuring regular interaction.

B. If the Office and the Council are the same entity, when was the Office/Council
cstablished at NHTSA?

RESPONSE: The Office of Electronic Systems Safety Research and Council for Vehicle
Flectronics, Vehicle Software, and Emerging Technologies are not the same entity. Both
the Office and Council were established in 2012,
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C. Other than the 2013 publication of "NHTSA and Vehicle Cybersecurity” that you
referenced during the question and answer portion of the hearing, what other publications
has the Office or Council produced on issues related to motor vehicle safoty? Are there
any pending publications expected to be produced by the Office/Council within the next
12 months? If so, what is/are the topic(s) of those publications?

publications.

The Office of Electronic Systerns Safety Research publishes research project reports
when they are completed. These technical reports are published on the NHTSA website
or in public dockets. Web publications can be found at www.nhtsa.dot.gov by clicking on
the Research link. Examples of recent technical publications from this Office include:
= Hurmnan Factors Evaluation Of Level 2 and Level 3 Automated Driving Concepts
(DOT HS 812 182y
«  Assessment of the Information Sharing and Analysis Center Model (DOT HS 812
076);
* A Summary of Cybersecurity Best Practices (DOT HS 812 075);
+  Characterization of Potential Security Threats in Modern Automobiles: A
Composite Modeling Approach (DOT HS 812 074);
+  National Institute of Standards And Technology Cybersecurity Risk Management
Framework Applied to Modern Vehicles (DOT HS 812 073).

The Office of Electronic Systems Safety Research also published a Federal Register
Notice on Automotive Electronic Control Systems Safety and Security, outlining NHTSA
automotive cybersecurity and electronic reliability programs, and solicited public
feedback (79 Fed. Reg. 60374, Oct. 7, 2014). Over the next year, the Office of Electronic
Systems Safety Research will continue to publish technical reports as projects are
completed, such as reports on automated vehicles, automotive cybersecurity, and
functional safety/electronics reliability.

2. What are the standard allowable nitrous oxide emissions for vehicles under current
Environmental Protection Agency guidelines? Please also provide the allowable nitrous oxide
emissions for vehicles in calendar year 2000,

(SPONSE: Nitrous oxide, or N2O, is a greenhouse gas pollutant primarily emitted by
agricultural sources, although motor vehicles are also an important source. For Mode! Year
(MY) 2012 and later light-duty vehicles. the EPA standard is 0.010 g of N2O/mile. The
Committee may find more information about EPA’s light-duty N2O standards at 77 Fed. Reg. at
62799-801 (Oct. 15, 2012), EPA did not determine that nitrous oxide was a poflutant requiring
regulation under the Clean Alr Act until 2009, so there were no applicable Federal standards for
N20 in calendar year 2000,
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3. How many vehicle safety recalls has NHTSA initiated over the last 10 years because a vehicle
manufacturer denied the presence of a defect and refused to initiate its own recall? Of those
cases, how soon after the defect was identified did NHTSA publicize the defect notice? Please
provide the average number of days.

RESPON NHTSA has influenced nearly 1,500 vehicle recalls over the last 10 years.
Manufacturers almost always conduct recall campaigns after NHTSA requests that they do so. If
the manufacturer declines to conduct a recall in response to NHTSA's formal request, the
Associate Administrator for Enforcement may issue an Initial Decision that a safety-related
defect exists, An Initial Decision will be followed by a Public Meeting, at which the
manufacturer and interested members of the public can present information and arguments on the
issue. During the meeting itself, the manufacturer may attempt to refute the agency’s evidence in
addition to presenting new information. Public interest groups, other manufacturers, trade
associations, and consumers may also present information that will be considered and evaluated
by NHTSA's Administrator in making a Final Decision on whether a safety-related defect exists.
if a manufacturer still declines to conduct a recall, the entire investigative record is then
presented to NHTSA’s Administrator, who may issue a Final Decision that a safety defect exists
and order the manufacturer to conduct a recall.

It is exceedingly rare for the agency to engage in this process to force a manufacturer to conduct
a safety recall. NHTSA has initiated the foregoing steps for only three safety recalls in the last 10
vears. In all three of these cases, manufacturers eventually agreed to issue defect notices, but
only after NHTSA made an Initial Decision. The agency did not need to proceed to issue a Final
Decision as the manufacturer agreed to initiate a recall prior to that step. In NHTSA-initiated
recalls, the agency publishes both Initial Decisions and Final Decisions immediately after
execution,

4. The staff discussion draft requires vehicle manufacturers to provide the vehicle identification
numbers (VINs) of cars affected by a safety recall initiated by NHTSA within five business days
before NHTSA can publicize the safety defect notice to consumers. If NHTSA publicizes a
safety recall notice, as it did with respect to the Takata airbag inflator recalls on May 19, 2015,
without having all affected VINs available on safercar.gov, what immediate action can
consumers take to determine whether their vehicles are impacted by the recall?

RESPONSE: Consumers whose VINS are available on safercar.gov can take immediate action.
Consumers whose VINS are not vet identified can examine the recall notice and other documents
to ascertain if the make, model and model year of their vehicle is included in the recall. They
may also contact their dealer or the vehicle manufacturer to confirm if the build date of their
vehicle puts it within the scope of the recall. However, using the VIN lookup tool is the best
method for confirming if a consumer’s vehicle is covered by a recall, which is why we urge
consumers to use the tol on a recurring basis, as information is updated, 1o make sure their car is
safe.

A. In the case of the Takata example, what immediate action could consumers take on

May 19, 2015 to determine whether their vehicles were affected by the safety recall

notice?
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RESPONSE: Until more specific information became available so individual owners
could check for a recall on their particular vehicle, consumers could review information
on NHTSA’s website and contact the vehicle manufacturer to determine if their particular
make, model and model year was within the potential scope of the recall.

Many aspects of the Takata recall were unprecedented and very challenging, such as the
number of inflators involved and the number of different manufacturers involved.
Linking specific vehicles and VINs to the inflators supplied by Takata to these
manufacturers was difficult and took time. The VINs for vehicles impacted by the Takata
recall were available as soon as the various vehicle manufacturers could complete the
task of compiling accurate lists,

5. Does Section 202 of the staff discussion draft change NHTSA's ability to determine the
presence of a safety defect and decision to publish a notice of defect or noncompliance in the
first instance?

RESPONSE: Section 202 would not impact NHTSA’s ability to make an Initial (non-binding)
Decision that a vehicle contains a safety-related defect or is in noncompliance with a safety
standard. However, it would impede and delay, perhaps significantly, NHTSA’s ability to notify
the public of that decision and to make a Final Decision ordering a recall. The proposal would
prevent NHTSA from publishing a notice of an Initial Decision that a vehicle contains a defect or
is in noncompliance unless and until NHTSA notifies each affected manufacturer and supplier,
acquires part numbers for all involved parts, obtains a comprehensive list of VINs for the
vehicles that would be impacted, and obtains information on whether remedies are available.
Although this process for initiating a recall is only needed when a manufacturer does not agree
that there is a defect or noncompliance, the amendment would require NHTSA to draft the notice
of its Initial Decision “in coordination with the affected manufacturer or manufacturers,”
creating what is in essence a conflict of interest. These provisions dilute NHTSA’s authority to
compel a recall, and therefore may create a disincentive for manufacturers to conduct voluntary
recalls.

6. You testified that you could have obtained the Takata air bag recalls "years” earlier if your
agency possessed "imminent hazard" authority. Please explain this in detail. What would your
agency have done differently in the Takata air bag investigation if "imminent hazard" authority
had been available? When would NHTSA have issued a recall with respect to Takata air bag
inflator defects had the agency had imminent hazard authority?

RESPONSE: While we are pleased that Takata finally agreed on May 19, 2015, to declare
defects under our statute, Takata may have done so sooner, perhaps significantly so, if the
agency had imminent hazard authority. After opening our investigation in June 2014, NHTSA
had numerous discussions with Takata and the vehicle manufacturers about conducting recalls.
Those discussions went nowhere. As a result, in November 2014, NHTSA publicly called on the
vehicle manufacturers to conduct nationwide recalls of certain driver side inflators, and sent a
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recall request letter to Takata. The agency’s demands were rebuffed, even though the inflator
ruptures were known to create a likelihood of death or serious injury. IFNHTSA had imminent
fazard authority, the agency could have taken immediate action in the fall of 2014 in the form of
an agency order, requiring Takata and the vehicle manufacturers to conduct a recall.

A. The Vehicle Safety Act already authorizes NHTSA to order a recall after deciding that
a vehicle (or item of equipment) contains a safety-related defect. It appears that the only
difference between your current authority and the “imminent hazard” authority you are
seeking in Grow America is the fact that you wouldn't have to provide the manufacturer
with an opportunity to present its views before ordering a recall. Given that you've known
Takata's views for some time, what provision of your current statute prevented you from
using your existing authority to order Takata to recall the air bags months or even years
ago?

RESPONSE: The existing legal process under 49 U.S.C. §§ 30118(a) and (b),
implemented in 49 C.F.R. Part 554, includes a full investigation and administrative
proceeding before we can issue a Final Decision that a defect exists. After Takata
rejected the agency’s initial, informal requests for a recall, NHTSA sent Takata a recall
request letter, consistent with its process under 49 U.S.C. § 30118(a), in November 2014,
In early-December, Takata responded, and again refused to conduct the requested recall.
The agency then began preparing for an administrative proceeding; however, before it
formally commenced such a proceeding, Takata finally agreed to submit Part 573
Reports, declaring a safety-related defect. Under GROW AMERICA’s imminent hazard
authority, the agency would not have to go through the administrative proceeding before
making a determination that a defect exists that presents an imminent risk of death or
HjUry.

B. The Grow America Act describes an imminent hazard as "an emergency situation
involving imminent hazard of death, personal injury, or significant harm to the public,"
and would authorize your agency to "issue an order prescribing such restrictions and
prohibitions as may be necessary to abate the situation”. What "restrictions and
prohibitions™ would you have prescribed in the Takata air bag case if Congress had given
vou this authority?

RESPONSE: GROW AMERICA’s imminent hazard authority would have allowed
NHTSA to quickly take certain actions. NHTSA could have prescribed any and all
restrictions necessary to protect the American public from the risk of harm posed by the
rupturing Takata inflators, including, but not limited to, ordering a recall much earlier
than when Takata agreed to declare a defect on May 19, 2015. NHTSA could also have
ordered, in whole or in part, the various actions the agency ordered on November 3,
20135, again much earfier than Takata agreed. Those actions included accelerated recall
repairs to millions of affected vehicles, prioritization of recalls, and establishing
deadlines for future recalls of other Takata inflators.
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7. In January, Secretary Foxx announced a plan to add two automatic emergency braking
systems to the list of recommended vehicle advanced technology features under its New Car
Assessment Program (NCAP). In September, ten automakers committed to make automatic
emergency braking a standard feature in new vehicles. NHTSA is also undergoing an update of
the NCAP. When can we expect that update to be completed and how will it measure the
performance of crash avoidance and congestion mitigation technologies entering the marketplace
today?

E: On December 8, 20135, the Department announced significant changes to
) s NCAP program. NHTSA plans to finalize its decision regarding the NCAP upgrade in
late 2016. NHTSA intends to measure the performance of crash avoidance technologies using the
test procedures described in the Federal Register notice requesting public comments.

8. Has NHTSA developed any privacy standards for auto manufacturers regarding how auto
manufacturers should treat the data being generated or collected by motor vehicles or motor
vehicle equipment beyond what has been provided for event data recorders? If not, does the
agency have any plans to do so within the next [2 months?

RESPONSE: No. We currently do not anticipate a need to publish any guidance in this area
because the automobile industry has already developed its own guidelines, “Consumer Privacy
Protection Principles: Privacy Principles for Vehicle Technologies and Services”
(http:/iwww.autoalliance.org/index.cfm?objectid=CC629950-6A96-11E4-
866DD000C296BA163). However, we are coordinating with the Federal Trade Commission on
motor vehicle data collection specifically for the V2V rulemaking activities.

9. Does NHTSA believe that the information and data generated from increased car connectivity
can enhance vehicle and roadway safety? If so, please describe how. If not, please explain why
not.

RESPONSE: Yes, vehicle-to-vehicle (V2V) communications have the potential to greatly
improve vehicle safety, which is why NHTSA has committed to Secretary Foxx to send a Notice
of Proposed Rulemaking to require V2V communications for all new light vehicles to the Office
of Management and Budget for review by the end of 2015. V2V communications send out a
basic safety message 10 times per second and provide 360 degree situational awareness of
surrounding vehicles, such as location, speed, direction, without collecting or sharing personal
information about the driver. These unique features allow V2V communications to enable a
variety of vehicle safety technologies, particularly intersection crash warning technologies,
which are difficult or impossible to address using conventional sensing systems. V2V
technologies stand out in addressing intersection crashes, which are among the most deadly
crashes on our roads. Just two V2V applications, intersection movement assist and lefi-turn
across path warnings, may help avoid more than half of these types of crashes — nearly 600,000
crashes and more than 1,000 tives potentially saved every year.
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10. How many data privacy or security complaints has NHTSA received in the last 5 years?
What actions has NHTSA taken to respond to or address those complaints?

RESPONSE: In the 5 years prior to the July 2015 publication of the Wired magazine article that
immediately preceded the Chrysler entertainment system security recall, NHTSA received two
complaints in which the primary allegation was that a computer module in a vehicle had been
“hacked™ to the degree that the ability to control the vehicle may have been compromised. Our
examination and analysis of these incidents, which included interviews of the complainants,
indicated that one vehicle may have experienced issues caused by afiermarket accessories and
the other would likely only be susceptible to attack through a direct wired connection to the
onboard diagnostics port. Since the publication of the Wired article and subsequent Chrysier
recall, NHTSA has received about eight complaints scattered across models and model years
relating to vehicle computer security. These complaints either stated a general concern about the
security of vehicle computer systems, alleged that vehicles had been “hacked” in unspecified
ways, or ascribed costly repairs or undiagnosed electrical problems to “hacking.”

NHTSA conducted follow-up interviews to determine if the incidents presented a safety risk. The
agency has not identified any complaint data indicative of a safety risk but remains very
concerned about the potential safety consequences of unauthorized control and/or modification
of vehicle computer systems.

11. You testified that "do not drive” warnings are issued by the manufacturer and not NHTSA.
Currently, regulations require manufacturers to submit draft safety recall notification letters to
NHTSA to review and approve before they are sent to customers. Does NHTSA believe it has
the authority to require auto manufacturers to issue "do not drive™ or "stop drive" warnings in
these notices? If not, how did the agency make that determination and why wasn't this authority
requested in its Grow America proposal? What is the agency reviewing and approving in the
draft notices that auto manufacturers submit to NHTSA prior to sending out safety recall notices
fo consumers?

RESPONSE: NHTSA does not have the authority to order consumers not to drive their vehicles.
In appropriate circumstances, NHTSA may require a manufacturer to advise consumers not to
drive their vehicles until a safety-related defect or noncompliance is remedied.

NHTSA’s Recall Management Division reviews a draft of the entire safety recall notice for every
recall and approves the draft or requires changes before the manufacturer sends the notice to
vehicle owners,

12, Under what circumstances or conditions does NHTSA believe auto manufacturers should
issue "do not drive” or "stop drive” warnings and notices to consumers? Have there been any
cases in the last 5 years that NHTSA has recommended that an auto manufacturer issue a "stop
drive" warning or notice and the manufacturer has refused to do so?
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RESPONSE: NHTSA believes that “do not drive™ or “stop drive” warnings and notices should
be issued in instances where the safety risk posed by a defect is severe or catastrophic, and there
is a high probability that the defect will manifest itself when the vehicle or equipment item is in
use. Within the last five years, manufacturers have issued a handful of “do not drive” instructions
in recall notices, and no manufacturer has refused to issue a *“do not drive™ or “stop drive” after
NHTSA recommended that they do so.

13. Do you believe that customers with vehicles equipped with recalied Takata air bags should
stop driving those cars?

RESPONSE: No, but we do urge these customers to have recall remedies performed as quickly
as possible, particularly for cars located in the hot and humid areas of the U.S. As demonstrated
by the prioritization in NHTSA’s Coordinated Remedy Plan, the greatest risk posed by Takata
air bags exists in driver inflators in certain vehicles located in the hot and humid regions. Even
for those vehicles, testing of air bags recovered from repaired vehicles and monitoring of field
events indicate that ruptures are very rare. Given the fact that a vehicle must be in a frontal crash
that is sufficiently severe to require a frontal air bag deployment and the air bag Itself must
contain the defect before a rupture can occur, NHTSA does not presently believe that owners
should stop driving their cars.

14. How many lives does NHTSA estimate will be saved if every rental vehicle under open
recall is grounded by rental car companies as required by Section 4109(a) of the Grow America
Act? How many injuries does NHTSA estimate will be prevented if rental car vehicles are
grounded as required by Section 4109(a) of the Grow America Act?

RESPONSE: The data for the requested estimates do not exist because, in general, data sources
do not track a vehicle's rental status. However, the U.S. rental fleet numbers several million
vehicles, and there is no reasonable safety justification to treat this universe of vehicles
differently than new car sales, where a known defect must be remedied. A consumer renting a
vehicle is not well situated to know the recall status of that vehicle, and therefore especially
vulnerable in this situation.

15. Has NHTSA identified any trends in the complaints it receives about the safety of after-
market recycled parts? If so, please describe those trends.

RESPONSE: NHTSA has not identified any defect trends. However, the agency is particularly
concerned about the sale of recalled Takata air bags by automobile recyclers and private
individuals through online outlets such as E-Bay. NHTSA is currently working with E-Bay to
identify and remove listings offering recalled Takata air bag modules for sale and to prevent new
listings for these parts from appearing on the site. NHTSA has also contacted another online
service specializing in listing salvage parts to accomplish similar goals.
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16. When can we expect NHTSA to issue its Phase 2 Driver Distraction Guidelines? What
additional considerations is NHTSA making in its development of the Phase 2 Guidelines?

RESPONSE: NHTSA expects to issue the Phase 2 Driver Distraction Guidelines in the near
future. In developing the Phase 2 Guidelines, we are considering public input from our
stakeholder meeting, meetings with technology providers, and comments to the Phase |
guidelines.

17. What guidance does NHTSA currently provide to consumers on how to submit vehicle safety
complaints?

additional guidance to consumers on how to submit vehicle safety complaints. Our Safety
Hotline personnel have been trained to provide comparable guidance when processing
complaints from telephone calls. Each section and field of the form has descriptive/explanatory
sentences that guide consumers on the information that is needed in that section and/or field, All
required fields throughout the form are clearly indicated with asterisks. Finally, each page of the
form has two “Chat Help™ buttons that consumers can click to obtain live chat assistance to
answer any questions that they might have about filling out the form.,

18. In 2012, Congress passed MAP-21, which directed NHTSA to "prescribe regulations
permitting any written disclosures or notices and related matters to be provided electronically”
within 18 months of the bill’s enactment. Such regulations allow States to penmit electronic
odometer disclosures. Why hasn't NHTSA followed through with a rule?

R E: Inthe Department’s August 13, 2014 letter to the Committee on Commerce,
Science, and Transportation, NHTSA stated that we were unable to meet the 18-month deadline
in MAP-21 for this rulemaking because of other higher priority safety rulemakings and the need
for additional research on electronic odometer information reporting, which was then underway
by the American Association of Motor Vehicle Administrators (AAMVA). After reviewing the
AAMVA report, which was published in December 2014, we determined that additional research
was still necessary because this rulemaking involves unique issues that the agency has not faced
before. For example, some unique issues included: how to identify the equivalent of written
signature for enforcement actions for forgery, the level of security sufficient for electronic
servers, and achieving compatibility of electronic systems across States, among others.

A. How long does it take for a State to be granted a waiver from NHTSA if the State
applies to electronically receive and process odometer disclosures?

RESPONSE: The waiver process, including analysis of the petition, publication of an
initial determination in the Federal Register, a comment period and analysis of the
comments, and issuance of a {inal determination, has averaged about 22 months. Five
States have gone through the waiver process prior to 2012,
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B. How many States have sought this waiver since 20127 Are there any applications
pending today? If so, can you provide an estimate for when that waiver should be granted
or denied?

RESPONSE: Since 2012, one State petitioned for approval of alternative odometer
disclosure requirements. The agency issued an initial determination denying the request
and expects to issue a final determination in the next 6 months.

C. Have any waivers been denied? Under what circumstances would NHTSA deny a
waiver?

RESPONSE: None of the petitions have been denied in their entirety. Some petitions
have been denied in part and granted in part.

The Motor Vehicle Information and Cost Savings Act requires NHTSA to approve
alternate motor vehicle mileage disclosure requirements submitted by a State unless
NHTSA determines that such requirements are not consistent with the purpose of the
disclosure required by the Act.

Under this authority, NHTSA may deny the petition, for example, if the alternative
disclosure scheme offered by a State does not use a secure title, does not create a
sufficient “paper trail™ for detecting and prosecuting odometer fraud, or does not
adequately prevent alteration or forgery of odometer disclosure statements.

19. How is NHTSA currently working with States to improve the public's awareness of safety
recalls?

RESPONSE: NHTSA regularly interacts with the American Association of Motor Vehicle
Administrators and the State DMV, and has provided guidance to State DM Vs about ways to
increase recall completion, particularly through promoted use of the agency’s VIN look up tool,
whether at physical locations or on their websites for renewing vehicle registrations. GROW
AMERICA contains our proposed pilot grant that would help determine the feasibility of linking
safety recall notification with vehicle registration and registration renewals,

20. The Federal Highway Administration has estimated that 12.5% of fuel wasted in trafficis a
direct result of crashes. You have testified in front of this Committee that V2V technology has
the potential to eliminate or mitigate up to 80% of non-impaired crashes. Do you agree with the
assertion that there is "no link" between the technologies that could be eligible for CAFE credits
(including DSRC connected vehicles) and potential fuel savings?

RESPONSE: Once widely implemented in the vehicle fleet, a variety of crash avoidance
technologies (including V2V communications-based warning technologies) have the potential to
save fuel for the fleet as a whole. In general, crashes cause congestion, so fewer crashes should
equal less congestion, and any technology that helps drivers avoid crashes may help the flectas a



181

whole to save fuel. However, for the reasons noted in the response to the following question,
NHTSA does not believe that these crash avoidance technologies should be eligible for CAFE
credits.

21. At the hearing, you described the credits proposed in Title V as a "trade-off’ between safety
and fuel economy, but in numerous other public materials, the Department of Transportation has
touted the potential environmental and fuel saving benefits of the kinds of technologies that
could earn these credits. For example, Secretary Foxx stated in NHTSA's press release
accompanying the Advanced Notice of Proposed Rulemaking for V2V, "This technology could
move us from helping people survive crashes to helping them avoid crashes altogether - saving
tives, saving moncy and even saving fuel thanks to the widespread benefits it offers” (emphasis
added). Do you disagree with Secretary Foxx?

RESPONSE: As noted in the response to the previous question, NHTSA agrees that crash
avoidance technologies may contribute to fuel savings. The credits proposed in Title V,
however, are premised on the assumption that the vehicle that avoids the crash is the one that
saves the fuel, when in reality, the fuel savings accrue to the fleet as a whole. NHTSA and EPA
have worked hard in the CAFE and GHG programs to ensure that vehicle manufacturers have to
make real improvements to their fuel economy and GHG emissions, and we are concerned that
the specific eredit values provided for in Title V do not have a sound scientific basis and could
reduce overall fuel economy improvements.

22, Are you familiar with the "Applications for the Environment: Real-Time Information
Synthesis (AERIS) Program” within the Intelligent Transportation Systems Joint Programming
Office? If so, what is its purpose?

RESPONSE: The objective of the multi-modal AERIS research program is to focus on
technologies and applications that generate, obtain and use environmentally relevant real-time
transportation data that could provide environmental benefits such as fuel use reductions and
emission reductions. More details on this program led by ITS-JPO can be found at
httpr//www.its.dot.gov/aeris/

23. In your oral testimony, you stated, "New, used, or rental vehicles that have a known defect
should be remedied before they're on the road.” You later stated, "I will repeat to be clear, new,
used, and rental -- if it has a defect it should be off the road."

A. There are an estimated 46 million vehicles on the road under open recall today. Should
all those vehicles "be off the road™?

RESPONSE: Any vehicle under a safety recall presents a risk to public safety. The only
acceptable goal is repair of 100 percent of defective vehicles, and the agency will not be
satisfied until we reach that goal. That is why we held an all-day event on April 28, 2015
to solicit ideas from industry, safety advocates, Congress and the public on how to
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improve recall completion rates. Requiring that used cars and rental cars with open
recalls are repaired before they are sold or rented is an essential element of our plans to
boost recall completion rates. 1t is simply unacceptable for dealers or rental agencies to
put the keys of a recalled vehicle in the hands of a consumer before the vehicle is
repaired, which is why GROW AMERICA includes that prohibition. GROW AMERICA
also proposes a pilot grant program to explore using State motor vehicle departments to
inform consumers at the time of registration if their vehicle is under recall, NHTSA is
engaged in a broad range of additional activities to boost recall completion rates and will
continue to seek new ways to meet the goal of 100 percent completion for all safety
recalls.

The Honorable Brett Guthrie

In your testimony before the Subcommittee, you stated: “In the GROW AMERICA Act,
Secretary Foxx proposed significant enhancements to NHTSA safety authorities, including ...
authority to prevent rentals or used-car sales of vehicles under safety recall ... [Sec. 41091", As
NHTSA is a data-driven agency that bases its policy decisions on hard data and facts, I would
appreciate a chance to review the data and analyses NHTSA relied on to support the inclusion of
Sec. 4109 in the GROW AMERICA Act. Specifically, I would request that you provide the
analyses and methodologies you used in answering the following questions:

1. How many lives does NHTSA estimate will be saved if every rental vehicle under open recall
is grounded by rental compantes as required by Sec. 4109(a) of the Grow America Act?

2. How many injuries does NHTSA estimate will be prevented if the rental car grounding
requirement in Sec. 4109(a) is enacted?

3. What will be the annual cost to the economy if Sec. 4109(a) is enacted?
4. In the latest year for which figures are available, how many fatalities were there in which the

occupant died in a rental vehicle that was under open recall, and the defect or non-compliance
was the cause of the crash?

The data for the requested estimates do not exist because, in general, data sources
a vehicle’s rental status. However, the U.S. rental fleet numbers several million
vehicles, and there is no reasonable safety justification to treat this universe of vehicles
differently than new car sales, where a known defect must be remedied. A consumer renting a
vehicle is not well situated to know the recall status of that vehicle, and is therefore especially
vulnerable in this situation.

5. How many lives does NHTSA estimate will be saved if Congress enacts Sec. 4109(b) of the
Grow America Act which prohibits the sale by dealerships of all used vehicles under open
recall?
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6. How many injuries does NHTSA estimate will be prevented if the used car sales prohibition in
Sec. 4109(b) is enacted?

7. What will be the annual cost to the economy if Sec. 4109%(b) is enacted?

RESPONSE: The data for the requested estimates do not exist because, in general, data sources
do not track the recall remedy status of vehicles offered for sale. However, with tens of millions
of used cars sold annually in the U.S., there is no reasonable safety justification to treat this
universe of vehicles differently than new car sales, where a known defect must be remedied.

8. Has NHTSA studied the likelihood that enactment of Sec. 4109(b) may reduce, instead of
increase, recall completion rates because trade-in values of recalled vehicles will be diminished
under this section and more vehicles will be sold in the unregulated private market?

RESPONSE: We do not believe that recall completion rates would be reduced. Manufacturers
are required to provide a recall remedy free of charge for vehicles that are at 10 years old or less
and customarily provide such remedies for free when vehicles are older than 10 years.

9. Does every vehicle recalled for non-compliance (such as a wrong phone number in an owner's
manual) present an unreasonable risk to actual safety that warrants the vehicle’s immediate
grounding?

RESPONSE: No. Vehicles are recalled because they either do not comply with Federal motor
vehicle safety standards (FMVSS) or because they have a safety-related defect creating an
unreasonable risk. Non-compliance with the FMVSS does not necessarily present an
unreasonable risk. In circumstances where an instance of non-compliance such as a labeling or
marking issue occurs, manufacturers may petition NHTSA for a determination that the non-
compliance is inconsequential. If that petition is granted, no recall occurs.
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November 6, 2015

Ms. Maneesha Mithal

Associate Director, Privacy and Identity Protection
Federal Trade Commission

600 Pennsylvania Avenue, N.W.

Washington, DC 20580

Dear Ms. Mithal,

Thank you for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled “Examining Ways to Improve Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015, Your responses should be e-mailed to the Legislative Clerk in
Word format at Dylan.Vorbach@mail.house.gov and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515.

Thank you again for your time and effort preparing and delivering testimony before the

Subcommittee.
4
Sinceryy, /C’%

" Michag C. Burgess, M.D.

- Chairman

Subcommittee on Commerce,
Manufacturing, and Trade

cc: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade
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Questions for the Record for Maneesha Mithal

Hearing on “Examining Ways to Improve Vehicle and Roadway Safety™
House Committee on Energy and Commerce
Subcommittee on Commerce, Manufacturing and Trade
October 21, 2015

You testified that the FTC has had several meetings with NHTSA staff related to data privacy and
security issues. Please provide the names and titles of the individuals at NHTSA that the FTC has
met with on data privacy aud security issues.

FTC staff has met with NHTSA on a number of connected car issues as they relate to consumer privacy and
data security, including Event Data Recorders (“EDRs"), vehicle-to-vehicle (*V2V”) and vehicle-to-
infrastructure issues, the FTC’s Internet of Things workshop, and cybersecurity concerns. These meetings
have included many NHTSA and FTC representatives, Some of the NHTSA representatives include the
following:

David Strickland, then-NHTSA Administrator

Chan Lieu, then-Director, Office of Governmental Affairs, Policy and Strategic Planning

Dana Sade, Senior Attorney, Legislation and General Law Division, Office of the General Counsel
Thomas Healey, Attorney Advisor, Office of General Counsel

Alison Pascale, Director, Governmental Affairs, Policy and Strategic Planning

Frank S. Borris, 11, Director, Office of Defects Investigation

*  Justine S. Casselle, Trial Attorney, Litigation and Enforcement, Office of Chief Counsel

s Nathaniel Beuse, Associate Administrator, Office of Vehicle Safety Research

You testified that the FTC uses Section 5 of the FTC Act to determine whether an auto manufacturer
has tested the security of a car appropriately before putting if on the market for public consumption,
‘What constitutes an unfair security practice that could cause or likely cause substantial consumer
injury in the automotive sector?

Under Section 5 of the FTC Act, the Commission has authority to chalienge companies’ data security
practices that are unfair or deceptive. A company engages in unfair acts or practices if its data security
practices cause or are likely to cause substantial injury to consumers that is nejther reasonably avoidable by
consumers nor outweighed by countervailing benefits to consumers or to competition. Whether a particular
practice is unfair under Section 5 will depend on the facts and circumstances of each case. In determining
whether a company’s security practices are unfair, the Commission looks to the reasonableness of its
security, in light of harms associated with potential vulnerabilities, the size and complexity of the
company's data operations, and the cost of available tools to improve security and reduce vulnerabilities.
The Commission has emphasized a process-based approach to data security that includes designating an
individual or individuals responsible for data security; conducting risk assessments; designing a security
program to address risks, including administrative, physical, and technical safeguards; and adjusting the
program to address changes, A company’s faiture to implement these processes - whether in the retail,
financial, software, or automotive sectors - can be unfair.

How does the FTC define reasonable data privacy and security practices with respect to motor
vehicles?

Reasonableness is not a one-size-fits-all approach. As noted above, what is reasonable will depend on
harms associated with potential vuinerabilities, the size and complexity of a company’s data operations,
and the cost of available 100ls to improve security and reduce vulnerabilities. The Commission has
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emphasized a process-based approach to data security that includes designating an individual or individuals
responsible for data security; conducting risk assessments; designing a security program to address risks,
including administrative, physical, and technical safeguards; and adjusting the program to address changes.

In title three, Section 301, the staff discussion draft proposes that an auto manufacturer will be liable
to a civil penalty of up to $5,000 per day with a maximum penality of $1 miltien if it does identify that
it will meet all seven of the requirements in its privacy policy or is found to have violated any of the
terms of its privacy policy. How does the FTC currently enforce reasonable data privacy practices
among auto manufacturers? What is the process the FTC must undertake to impose a civil penalty
against an auto manufacturer that dees not maintain reasonable data privacy practices? What is the
maximum penalty the FTC can impose against an auto manufacturer found to have unreasonable
data privacy practices?

Under Section 5 of the FTC Act, a company acts deceptively if it makes materiaily misleading statements
or omissions about a privacy practice, and such statements or omissions ate likely to mislead reasonable
consumers. Further, a company engages in an unfair privacy practice if the practice causes or is likely to
cause substantial injury to consumers that is neither reasonably avoidable by consumers nor outweighed by
countervailing benefits to consumers or to competition. If an auto manufacturer were fo engage in an
unfair or deceptive privacy practice, the Commission could seek injunctive relief against the manufacturer,
along with equitable monetary remedies, such as redress to injured consumers or disgorgement of ill-gotten
gains. Injunctive relief could include, among other things, a prohibition on future misrepresentations,
requirements to provide choices, or corrective disclosutes. I a manufacturer were to violate an existing
FTC order, it could be subject to civil penalties in the amount of up to $16,000 per violation per day.

Even though the FTC cannot obtain civil penalties for an initial violation of Section 3, [ do not believe the
bill would provide greater protection for consumers than under current faw, Indeed, as noted in the
Commission’s written testimony, because the bill contains a safe harbor exempting a manufacturer from
FTC oversight. and Section 32402(d)(2) provides a separate exemption from civil penalties, a manufacturer
that submits a privacy policy that meets the requirements of Section 32402(b) but does not follow it would
not be subject to any enforcement mechanism. Furthermore, although the privacy policy requirements only
apply to information collected from vehicle “owners, renters, or lessees,” the safe harbor would immunize
manufacturers for privacy practices related to other types of consumers - such as collecting information
from vehicle shoppers through manufacturers’ websites. Thus, for example, the Commission could be
preciuded from bringing a Section 5 case based on any privacy and data security-related misrepresentation
on a manufacturer’s website, even if the misrepresentation is unrelated to vehicle data.

Maoreover, even in the limited circumstances where the discussion draft would make the auto manufacturer
Hable for civil penaltics, these civil penalties would not serve as a strong disincentive for law violations
because the maximum penalty is only $1 million. A data security violation could easily resuit in consumer
injury in excess of $1 mitlion.”

In the F1C’s view, how should Congress penalize malicious hackers from exploiting cybersecurity
vulnerabilities in vehicles without impeding the work of “white hat hackers” and good actors within
the security research ¢ ity who make responsible disclosures and help to improve vehicle
security?

1 strongly support the goal of deterring criminals from accessing vehicle data, However, security
researchers provide an important role by uncovering vulnerabilities that companies can then voluntarily fix,
thereby protecting consumers. Ideas to balance these interests include the possibility of penalizing only
those hackers who access systems with “malicious intent” and including a specific exemption for
researchers who disclose vulnerabilities to companies before making them public. Of course, | understand
that protections for researchers must be carefully tailored so that illegal conduct is not immunized. FTC
staff would be pleased to work with subcommitiee staff to try to balance the interests involved,

A. How should white hat hackers and good actors within the security research community disclose
cyber security vuinerabilities “responsibly”?
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In my experience, security researchers that wish to disclose vulnerabilities responsibly reach out to a
business privately and give the entity an opportunity to voluntarily address the vulnerability prior to
publishing their findings. ! believe this would be a good approach.

6. You testified that the FTC has focused on process with respect to maintaining cyber security across
all industries and sectors. Should those processes be any different to secure critical safety systems in
vehicles compared to other critieal infrastructure? If yes, how so? If not, why not?

As discussed above, companies should be required to implement reasonable data security measures, In its
guidance to businesses, the Commission has emphasized a process-based approach to data security that
includes, among other things, conducting risk assessments and designing a security program to address
those risks. Certainly, the specifics of a risk assessment will differ depending on the risks (e.g.. safety
concerns or the types of information collected), the types of vulnerabilities that have been known to target a
particular industry, the size and complexity of a company’s operations, and the availability of tools to
address the risks.

7. Connected cars are a part of a Inrger Internet of Things ecosystem. Should the governance of
connected cars be any different from other connected things?

Earlier this year, Commission staff issued a report summarizing its November 2013 workshop and outlining
policy recommendations on the Internet of Things (“16T7)." The recommendations included, among other
things, encouraging companies to implement data minimization by taking a privacy-by-design approach,
continued use of notice and choice, and implementing reasonable security for ToT devices. While the
implementation of these recommendations may need to be tailored for specific industries, such as
connected cars, the broader principles apply across the Internet of Things ecosystem, For example, the
report encourages companies developing loT products to implement reasonable security by building it into
their devices at the outset, promoting it through hiring and training, and overseeing service providers.
Companies should also conduct a risk and if the identifies significant risks, they
should implement a defense-in-depth approach, in which they consider security measures at several levels.
These recommendations apply equally to connected cars as well as other connected devices. The report
also emphasized that in the Internet of Things, companies need to address physical security and safety
risks, not just risks associated with sensitive information. This point applies with particular force in the
context of connected cars.

8, Daes the FTC believe that the privacy principles developed by the Alliance of Automobhile
Manufacturers and the Association of Global Aut k deq ly protect cust s* data
privacy?

I support the goals of the privacy principles developed by the Alliance of Automobile Manufacturers and
the Association of Global Automakers. While thesc principles are a good first step to protecting consumer
privacy, there is room for improvement. For example, the principles do not require affirmative express
consent before any collection of precise geolocation information. As the Commission has stated
previously, because geolocation information can reveal a consumer’s movements in real time, as well as
provide a detailed, comprehensive record of a consumer’s movements over time, use of this sensitive
information can raise privacy concerns.

' See I'TC Staff Report on the Workshop “Internet of Things: Privacy and Security in a Connected Wortd” (Jan. 27,
2015), available at hitps:/iwww. fic gov/reports/federal-trade-commission-staff-report-november-20 1 3-workshop-
entitled-internet-things.
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Mr. Mitch Bainwol

President and CEO

Alliance of Automobile Manufacturers
803 7th Street, N.W., Suite 300
Washington, DC 20001

Dear Mr. Bainwol,

Thank you for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled “Examining Ways to fmprove Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached, The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text,

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015, Your responses should be e-mailed to the Legislative Clerk in
Word format at Dylan,Vorbach@mail.house.gov and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515,

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Sincepely,

e

Michae! C. Burgess, M.D.

Chairman

Subcommittee on Commerce,
Manufacturing, and Trade

co: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade

Attachment
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AUTO ALLIANCE

DRIVING INNOVATIONY

11/20/2015

Questions for the Record
Mr. Mitch Bainwol on behalf of the Ailiance of Automobile Manufacturers
October 21, 2015 Subcommittee on Commerce, Manufacturing, and Trade Hearing entitled
“Examining Ways to improve Vehicle and Roadway Safety”

The Honorablte Michael C. Burgess, M.D.

1. You testified that the Auto Alliance would consult with NHTSA and NIST in the development of
cybersecurity best practices within the Auto-ISAC. Are there plans to consuit with any other
federal agencies or standard-setting bodies, such as the international Organization for
Standardization or SAE International in the development of the cybersecurity best practices?

The development of cyber resiliency best practices is underway. Members of both the Auto Alliance
and Global Automakers are working to develop industry-wide guidance that addresses current and
future cybersecurity challenges. During this process and as the product evolves, members plan to
look to experts across all fields.

The Alliance recognizes that the NIST Cybersecurity Framework is a highly regarded approach to
cybersecurity and anticipates looking to the NiST Framework to inform our efforts.

A, How long do expect it to take for the Auto-ISAC to develop cybersecurity best practices
once the Auto-ISAC is fully operaticnal?

The auto industry is working diligently towards the development of cyber resiliency best
practices. Over the coming months, we anticipate reaching our initial benchmarks. We also
anticipate that our Auto-1SAC will be a key voice for the ongoing development of best practices.
The Auto-ISAC will have initial operating capability by the end of 2015 and a complete
information-sharing portal in the next few months thereafter.

B. You testified that the Auto-ISAC will eventually include suppliers among its membership.
Will membership on the Auto-ISAC be extended to third-party security researchers?

We anticipate opening up membership to suppliers early in 2016, Many individual automakers
are already working with responsible members of the security research community.
Automakers recognize the important of working with these stakeholders and will continue to do
so in the future,

Alliance of Automobile Manufacturers
BMW Group « Chrysler Group LLC « Ford Motor Company » General Motors Company » Jaguar Land Rover «
Mazda ¢ Mercedes-Benz USA » Mitsubishi Motors » Porsche « Toyota ¢ Volkswagen  Volvo
803 7> Street N.W, Suite 300, Washington, DC 20001s Phone 202.326.55300 » Fax 202.326.5567

www.autoalliance.org
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2. How would a requirement on vehicle manufacturers to submit specific part numbers, names,
and descriptions of all parts affected by a safety recall impact the manufacturer's ability to
identify ali affected VINs in a timely manner? What additional costs would this type of
requirement impose on manufacturers?

To the extent that part number data may be useful in the repair of a recalled vehicle, the part
number is typically identified not only in repair instructions but also on the defect information
report submitted by the manufacturer to NHTSA. As you know, vehicles are comprised of over
30,000 different parts, so creating a data base of part numbers on affected and non-affected
vehicles is an overly broad and burdensome approach to ensuring the removal of defective parts
from the stream of commerce. Not only would this have a decimating impact on NHTSA's resources
but it also would provide little to no safety benefit.

3. How often do regional recalls occur? What impact would the elimination of regional recalis
have on the manufacturer’s ability to prioritize repair parts to populations or geographic areas
that are more vulnerable to a safety defect than others?

Regional recalls are a very small minority of those conducted by the industry. An analysis of NHTSA
recall data commissioned by the Alliance determined that only about three percent of the light
passenger vehicle recalls conducted between 2000 -2013 were regional recalls. There are reasons
why, in some instances, a regional recall makes sense; therefore, continuing to have that capability
is appropriate. For one, elimination of regional recalls would adversely impact a manufacturer's
ability to prioritize repairs to areas where the need is greatest. That said, it is an industry practice
that any vehicle subject to a regional recall will be repaired, even if brought to a dealer, outside of
the region where the recall is active. In addition, we understand that the concern of those wanting
to do away with regional recalls is that a vehicle may “travel” over its life —it may visit or be sold into
an area where a recall was deemed appropriate, but which did not include that vehicle since it was
not in the region at the time the recall occurred. Automakers carefutly consider the proper expanse
of the recalls they undertake — and work hard to assure all potentially affected vehicles are included.

4. Within your membership, do you know how many automakers have one senior official
responsible for safety within their corporate organization structure? if so, how does that
individual currently interact with the rest of the organization and work to ensure that
information submitted to NHTSA on safety issues is accurate?

It is our understanding that all Alliance members have a senior official responsible for the oversight
of safety issues within their organizational structure, The Alliance is not in a position to describe the
company-specific interactions, internal or with NHTSA, of the various member companies.

5. How do auto manufacturers currently coordinate with NHTSA on publicizing vehicle safety
recall notices? How typical is it for NHTSA to publicize a recall notice before the manufacturer
has identified all affected VINs?
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Once a determination has been made to conduct a safety recall, actions to implement that recall are
done with the oversight or coordination of the agency.

The Alliance continues to work with NHTSA to develop strategies to increase recaill completion rates.
The Auto Alliance, Global Automakers, and the National Automobile Dealers Association
commissioned extensive national research conducted by Public Opinion Strategies to gain insight
into what motivates consumers to have a recall completed and what causes consumers to choose
not to have a recall completed. This information has been shared with NHTSA and the agency is
currently planning an advertising campaign to promote recall completion.

6. Are there certain regulatory barriers in place right now that are preventing car companies
from fully investing in crash avoidance technologies and other next-generation safety
features?

The research and development of vehicle safety systems can easily outpace the ability of regulators
to address these new systems. The industry works with the agency through the petition and
comment process but recognizes this process does not atways yield timely and adequate guidance
or reaction by the agency. An example of this is a petition filed by Toyota with NHTSA in 2012
seeking amendment to the agency’s lighting standard to allow advanced adaptive high beam
systems already allowed in Europe and elsewhere. An analysis by the Insurance Institute of Highway
Safety (I1MS) found property damage liability claims fell as much as ten percent (10%) with adaptive
headlights. NHTSA has not responded to Toyota’s petition.

A. How should we expect consumers to embrace advanced automotive technologies? Do
consumers face any obstacles to adoption, such as cost?

The more advanced systems being developed today involve very sophisticated sensors and
elaborate software controls that are needed to register, understand and react to the
environment being faced. Once consumers are educated on the benefits of technologies, they
tend to welcome the safety benefits these new systems can provide. According to the J.D.
Power 2015 U.S. Tech Choice Study, three of the top five technologies consumers most prefer in
their next vehicle are related to coflision protection. 1.D. Power further reports that price is the
most important consideration for consumers when considering advanced technology features.

B. What types of education should be provided to consumers to increase their awareness,
understanding, and trust in crash avoidance technologies?

There are several education initiatives underway to educate consumers about new crash
avoidance technologies. The Alliance, though our “Overview of Driver Assists” channel on
YouTube, helps to provide the public with helpful information on the new crash avoidance
technologies available on vehicles. Automakers, through their advertising and in their
showrooms, also provide information to consumers on new technologies being deployed. The
National Highway Traffic Safety Administration, through www.safercar.gov, provides consumers
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a brochure entitled “Buying a Safer Car” that provides consumers helpful information on
technologies to look for when making a new vehicle purchase. The National Safety Council also
has a website that aims to inform consumers of the technologies availabie on vehicles. The
website is called: “My Car does What?” and is available at the following web address:
https://mycardoeswhat.org/

7. Security researchers can play a valuable role in the discovery and mitigation of cybersecurity
vulnerabilities in vehicles. What is the auto industry doing to work with the security research
community to help identify and remediate cybersecurity threats in vehicles?

Security research is an integral part of providing safe automobiles. individual automakers set their
own policies and have their own programs for security testing. Many individual automakers have
fongstanding engagements with responsible members of the research community, and many have
plans to further increase and strengthen these relationships.

Auto manufacturers engage both individually and industry-wide with third party security
technologists, multi-stakeholder and auto-centric collaboratives, government programs and working
groups, universities, and Science Technology Engineering and Mathematics (STEM) initiatives. These
refationships help automakers develop vehicle-specific security technologies and practices.

Currently, the Auto Alliance is participating in NTIA’s Multi-stakeholder Process on Research
Vulnerability Disclosure. This effort seeks to find common ground between industry and security
researchers on responsible vulnerability disclosure, in order to maximize vehicle security and safety.

The Honorable Jan Schakowsky

1. Onluly 24, 2015, General Motors, one of your members, announced that Chevrolet, Buick,
GMC and Cadillac will offer 22 different crash avoidance technologies across their 2016 model
year U.S, lineups. Under Section 502 of the discussion draft, GM could receive three or more
grams per mile in greenhouse gas (GHG) emissions credits for each of those technologies.
That would mean that a GM vehicle that carries all 22 active safety technologies could receive
at a minimum 66 grams per mile in GHG credits.

Similarly, Section 503 of the draft would grant manufacturers Corporate Average Fuel
Economy (CAFE} credits in exchange for installing certain safety technology onto their
vehicles. it seems to me that the combined environmental impact of 66 grams per mile in
GHG emissions credits and equivalent credits toward meeting CAFE standards for every one of
those vehicles could be significant.

A. For each of your member companies, how many crash avoidance technologies per vehicle
model are planned to be offered each model year from 2016 through 2021?

The Alliance is not privy to the product plans of our member companies, so we are unable to
provide company-specific data. However, the Insurance lnstitute for Highway Safety (IHS)
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estimates that seven percent {7%) of model year (MY} 2015 vehicles have forward collision
warning as a standard feature and four percent (4%} of MY 2015 vehicles have advanced
automated braking as a standard feature. Title V would complement automakers market push
with a market pull by consumers that would help accelerate the deployment of these potentially
life-saving technologies as standard features in vehicles at all price points.

B. Should the number of GHG and CAFE credits that manufacturers receive under Title V of
the bill be capped at a particular number of credits? If so, what should the cap be for GHG
credits and for CAFE credits?

The Alliance supports Title V because it will help accelerate the deployment of these life-saving
technologies. The benefits of crash avoidance technologies are unprecedented ~a 2015 study
by the Boston Consulting Group found advanced driver-assistance systems, upon achieving mass
implementation, could prevent nearly 10,000 fatalities and save the U.S. §251 billion annually.
Additionally, NHTSA estimates that connected vehicle technology could potentially mitigate or
eliminate up to 80% of crash scenarios involving non—impaired drivers. The environmental
benefit is clear as well. There is a direct link between unnecessary fuel consumption and traffic
congestion. In its 2015 annual report, the Texas A&M Transportation Institute estimated that
travel delays due to traffic congestion caused drivers to waste more than 3 billion gallons of fue!
last year.

The Alliance welcomes the opportunity to work with the Committee on the specifics of this
provision. The credits outlined in Title V are modest and comparable to other available
CAFE/GHG emissions credits ~ such as those given for Flexible-Fuel Vehicles (FFVs), electric
vehicles, and even those given for greener refrigerants and active grill-shutters. To help put
these credits in perspective, the average Tesla Model S vehicle currently generates credits
equivalent to 302 grams per mile. Beginning in MY 2017, battery electric vehicles, plug-in hybrid
electric vehicles, and fuel cell vehicles will be eligible for a credit multiplier, allowing each
vehicle to be counted more than once. As a result, the Tesla Model S credit equivalent will be
604 grams per mile, This number is significant when compared to the 3 grams per mile per
advanced vehicle technology credit or & grams per mile per connected vehicle technology
prescribed in Title V.

“y

C. Inyour testimony, you state that Title V of the discussion draft would “incentivize the
adoption of these advanced technologies.” GM, however, has already elected to offer 22
different crash avoidance technologies on thousands of its vehicles without the possibility
of GHG or CAFE credits as an incentive. Please explain why GHG and CAFE credits are
necessary to incentivize safety when vehicle manufacturers are already including
advanced technologies in their vehicles?

Automakers continue to develop and install crash avoidance technologies in their vehicles. The
Insurance Institute for Highway Safety (11HS} estimates that seven percent (7%) of MY 2015
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vehicles have forward collision warning as standard feature and four percent (4%) of MY 2015
vehicles have advanced automated braking as a standard feature
{http://www.iths.org/iths/ratings/crash-avoidance-features). Title V would add a consumer
market pull to automakers market push of these potentially life-saving technologies and will
help to accelerate widespread deployment across the entire fleet, in vehicles at all price points,

The Hongrable Lois Capps

1. During the hearing, | asked you if the Alliance of Automobile Manufacturers (Afliance) still
opposed H.R. 2198, the Raechel and Jacqueline Houck Safe Rental Car Act, despite General
Motors' support for the bill. You responded that "the Alliance does not have consensus® on
this bill, but provided no further explanation.

A. Please explain why the Alliance stiil does not have a cc on the bill despite the
addition of Section 9 in H.R. 2198, which was added to the legislation to address General

Motor's concerns about "loss of use” liability.

As a trade association, the Alliance operates on a consensus basis. We do not have consensus
among our members on this bill. However, the Alliance has previously proposed language to
address this issue. We remain willing to work with all parties that so that all vehicles under
recall are repaired expeditiously.

B. Does Section 9 of H.R. 2198 satisfy the concerns of the Alliance given General Motors'
support for the legislation? If not, please explain why.

Section 9 of H.R. 2198 preserves the status quo with respect to auto manufacturer’s liability for
loss of use of @ motor vehicle as a result of a safety recall. Rental car companies believe that
they may be entitled to compensation for loss of use if they are required by federal law to
ground their vehicles pending a safety recall, so preserving the status quo does not sufficiently
protect against the possibility of frivolous litigation over this issue.

C. In your written testimony, you stated "when we perform a recall, we want ALL of our
customers to have their vehicles repaired as soon as possible.” The rental car companies
are the largest purchasers of new vehicles in the nation. They are Fiat-Chrysler, Ford, and
GM’s biggest customers. Should this principie apply to them, as well as individual
consumers? I not, why not, since they rent and sell millions of vehicles to the public?

Rental car companies should have their vehicles repaired as soon as possible. it is the Alliance’s
understanding that the rental car companies in the U.S, responsible for 85 percent (95%) of ail
vehicle rentals have adopted poticies for the repair of recalled rental vehicles prior to being next
rented.

Alliance member companies want all of their customers to have their vehicles repaired as
quickly as possible when there is a recall. This is why the Alliance, on behalf of our members
and in partnership with the Association of Global Automakers and the National Automobile



195

Dealers Association, initiated an extensive research effort to understand how we could better
motivate customers to bring their vehicles in for repair when under a recall. Our research
identified several challenges to getting consumers to repair their recalled vehicles. We learned
that many consumers are doing their own risk assessments upon receiving a notice and they are
deciding if the recall seems important enough for a response. Many survey respondents
showed a reduced likelibood to repair a recalled vehicle if they perceived the recali to be a “low”
or “moderate” risk, saying it seemed to be “no big deal.” The research also showed that used
vehicle owners are less likely to be motivated to respond to recall communications, even when
they are aware of a recall on their vehicle,

The survey indicated that many consumers may support state laws that only allow a vehicle’s
registration to be renewed if all safety recalls have been completed. Survey respondents
supported several ways to help convince people to bring their vehicle into a dealership for the
free recall repair, including ranking the severity of the recall as “high,” making the recall notice
stand out while also denoting the repair is free, and providing a reminder of an uncompleted
safety recall in their insurance renewal notices.

The Honorable Adam Kinzinger

1. Previously your trade association informed me that it is willing to "explore ways to facilitate the
removal of defective parts taken from recalled vehicles from the stream of commerce.” Can you
update the committee on where this exploration exercise stands?

Alfiance staff met with representatives of the Automotive Recyclers Association {ARA) on August 26,
2015 to discuss their concerns. While the ARA was unable to provide clarity on its exact concerns,
we remain willing to tatk to all parties on ways to remedy vehicles subject to a safety recall.

2. Earlier this year, Sec, Foxx recommended that automotive manufacturers should provide part
number information in an efficient and easy-to-use format directly to recyclers and others who
need the information to support auto safety. Do you support this approach? What barriers are
there to implementing this recommendation?

Vehicles subject to a safety recall are identified by their vehicle identification number (VIN);
completion rates are also calculated using those ViNs. Most safety recalls involve inspecting the
vehicle and repairing the vehicle. Itis less common to replace a part in its entirety. To the extent
that part number data may be useful in the repair of a recalled vehicle, the part number is typically
identified not only in repair instructions but also on the defect information report submitted by the
manufacturer to NHTSA. Each of these documents s publicly available.
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Mr. John Bozzella

President and CEO

Global Automakers

1050 K Street, N.W., Suite 650
Washington, DC 20001

Dear Mr. Bozzella,

Thank you for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled “Examining Ways to Improve Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015, Your responses should be e-mailed to the Legislative Clerk in
Word format at Dylan.Vorbach@mail.house.gov and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515,

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Sincerels,

- "’"""‘Wa%
ichael C. Burgess, M.D.

Chairman
Subcommittee on Commerce,
Manufacturing, and Trade
ce: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade

Attachment
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November 20, 2015

John Bozzella, Global Automakers’ President and CEQ, responses to Additional Questions
for the Record submitted after the House Energy and Commerce Subcommittee on
Commerce, Manufacturing and Trade October 21, 2015 hearing entitled “Examining Ways
to Improve Vehicle and Roadway Safety.”

Ih

1.

Honorable Michael C. Burgess, M.D

Mr. Bozzella, you testified that automakers are working to educate consumers
on the cybersecurity and safety implications of after-market or third-party
devices being plugged into the vehicle through the OBDII port. Are your
members in discussions with any developers of those after-market or third-
party devices to address cybersecurity implications of those products?

At this time, we are not aware of any direct discussions between automobile
manufacturers and the developers of such aftermarket products; preliminary work is
underway that would make such discussions productive. We believe it is important that
developers and third party vendors take appropriate steps to design and manufacture
secure products, particularly when providing connectivity to vehicles through the OBD-lI
port. We also believe aftermarket device companies that use or capture vehicle data
should also consider the adoption of privacy principles similar to those embraced by the
auto industry last November.

Are any of your members currently working with State DMVs b help notify
vehicle owners of open recalls?

There is evidence that providing notification to consumers during the vehicle registration
process will help increase consumer awareness of the recall status of their vehicle and
result in improvements in recall completion rates.

Results from a survey conducted by Global Automakers and the Alliance of Automobile
manufacturers show that a strong majority of consumers support this type of approach --
over 70 percent of those asked about this issue supported not only notification at
registration, but also a requirement that recalls be remedied prior to registration.

Global Automakers has had initial discussions with several stakeholders including the
American Association of Motor Vehicle Administrators (AAMVA) to address some of the
practical challenges that may need to be resolved in order to facilitate the provision of
vehicle recall information to consumers through State DMVs. In addition to AAMVA, we
have also met and discussed this issue with state legislators in California as well as the
California DMV.
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3. What are ways the Subcommittee should consider to encourage the fastest
deployment of vehicle-to-vehicle communications technology and other crash
avoidance technologies?

There are several ways that the Subcommittee could encourage the deployment of vehicle-
to-vehicle communications technologies and other crash avoidance technologies. In the
near future, NHTSA is expected to conduct a rulemaking to mandate the installation of
Dedicated Short Range Communications (DSRC) technology in new vehicles, an action
that Global Automakers supports. The Subcommittee could take additional steps to
encourage the accelerated installation of aftermarket DSRC devices to increase the overall
‘network effect’ and benefits to consumers through this technology. Investments in
intelligent infrastructure and connected vehicle pilot programs can be used to provide
tangible real world applications and immediate benefits to those early adopters through
innovative vehicle-to-infrastructure applications such as smart intersections and roadway
departure prevention systems. The Subcommittee could provide a framework and
authorize funding for NHTSA to initiate programs to increase public awareness of the
benefits that these technologies could deliver. We are supportive of programs to evaluate
and improve consumer information so that the benefits of the technologies already being
provided on vehicles today can become more widespread. Finally, we believe the
Subcommittee could encourage efforts to realize the potential fleet-wide greenhouse gas
and fuel economy benefits from widespread DSRC technology penetration.

4. How would a requirement on vehicle manufacturers to submit specific part
numbers, names, and descriptions of all parts affected by a safety recall impact
the manufacturer's ability to identify all affected VINs in a timely manner?
What additional costs would this type of requirement impose on
manufacturers?

Under current regulations, when an auto manufacturer determines that a safety defect
exists it notifies NHTSA and compiles a preliminary list of affected vehicles. Because the
manufacturer must notify NHTSA within five days, it may not always be able to confirm
the complete vehicle identification number (VIN) range of affected vehicles. In addition,
while the suspected cause of the defect may be identified, manufacturers often must
continue extensive technical due diligence to identify the root cause of the problem, refine
or expand the VIN range and determine the remedy including the need, if any, for re-
designed parts and tools to implement the repair. To the extent that the recall involves a
specific component that has been determined to be defective, then submissions to the
agency will include component information. Currently, this information is available to the
public from NHTSA. We support legislation to require the transmission of component
information, including parts numbers if available, in the current defect notification report
required under section 573.6 of title 49. Such legislation should avoid the imposition of a
new and more burdensome process that could impede manufacturers’ ability to provide a
remedy to the consumer as quickly as possible.

It is important to understand, however, that under the current statutory framework, a safety
recall applies to the entire vehicle, not just a specific part. Simply knowing the part
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number, name or description is normally not enough to ascertain whether a specific part is
affected by a recall. It is often the case that a vehicle recall involving a certain part may
actually not affect all parts that share a corresponding part number. As a result, publication
of part number information alone may mislead those who try to rely on it. Therefore, it is
critical that recyclers maintain the VIN together with the part as it moves through the
recycling sales process.

5. How often do regional recalls occur? What impact would the elimination of
regional recalls have on the manufacturer's ability to prioritize repair parts to
populations or geographic areas that are more vulnerable to a safety defect
thanothers?

While motor vehicle safety recalls are generally undertaken on a nation-wide basis, there
may be certain circumstances where it is important to target the vehicles that should be
remedied based on regional factors. For example, therc may be environmental factors
(such as temperature, the amount of snowfall, or level of humidity) that have a material
impact on the defect at issue, or the defect itself is caused by environmental factors. In
such circumstances, it is essential that manufacturers be able to prioritize the recall on
those consumers most at risk.

6. Within your membership, do you know how many automakers have one senior
official responsible for safety within their corporate organization structure? If
so, how does that individual currently interact with the rest of the organization
and work to ensure that information submitted to NHTSA on safety issues is
accurate?

Our members are committed to maintaining a strong safety culture within their respective
organizations. Approaches can vary, however, and companies can have either one person,
or in some cases, several people closely coordinating to manage safety at all stages of the
product lifeeycle, from the research and development stage, to vehicle recall identification
and remediation. With regard to vehicle recalls, designated safety officers, with advice
from legal personnel, work to ensure that all information submitted to NHTSA on safety
issues is accurate and submitted in a timely manner.

7. How do auto manufacturers currently coordinate with NHTSA on publicizing
vehicle safety recall notices? How typical is it for NHTSA to publicize a recall
notice hefore the manufacturer has identified all affected VINs?

In general, the vast majority of vehicle recalls are initiated by vehicle manufacturers.
When a manufacturer notifies the agency of a safety related defect, the vehicle
manufacturer will begin compiling a list of affected VINS so that it can begin the process
of notifying consumers that may be impacted by the recall. Under current NHTSA
regulations, notification must be made to consumers within 60 days. If the remedy is not
yet available, an interim notification is required advising owners that a further notice will
be sent when the remedy is available.
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By regulation, manufacturcrs submit recall reports electronically to NHTSA through a web
portal. After NHTSA acknowledges receipt of the report, this information becomes
public. When this occurs, it is available to any interested person, including the news
media. This often occurs before the manufacturer has completed compiling the
information necessary to send its 60-day notices. Some manufacturers also announce
recalls, knowing that their reports will be available on NHTSA’s website.

8. Are there certain regulatory barriers in place right now that are preventing
car companies from fully investing in crash aveidance technologies and other
next-generation safety features?

It is important that the regulatory environment support the deployment of new and
innovative technologies designed to improve safety and the environment. As vehicles
become more sophisticated there is increased opportunity to leverage technology to enable
drivers to perform the driving task more effectively. However, there may be challenges
associated with existing regulations that limit the possible approaches that manufacturers
can take to more conventional solutions. For example, it may be possible to use camera
systems and in-vehicle screens or heads up displays to replace the functions of
rearview/sideview mirrors typically installed on cars today; however, these may be
prohibited by existing Federal Motor Vehicle Safety Standards (FMVSS) pertaining to
rear visibility. In addition, advanced lighting systems that can improve driver visibility
may be restricted due to outdated FMVSS lighting requirements. The regulatory systems
should be adaptable to changes brought about through advanced technology.

Global Automakers also believes that the ongoing interest in reexamining the radio
spectrum allocation for DSRC technology creates uncertainty and serves as a barrier to the
deployment of this life saving technology. We encourage NHTSA and other relevant
authorities to coordinate their activities so that the Agency can move forward with its
rulemaking to mandate the deployment of this technology as quickly as possible; delays
could ultimately deprive the public of these important safety protections.

A. How should we expect consumers to embrace advanced automotive
technologies? Do consumers face any obstacles to adoption, such as
cost?

The demand for advanced automotive technologies is often driven by the
perceived benefits that a given technology provides to the consumer, whether
it be through increased safety, fuel economy, or convenience. It is also
important that consumers trust the technology, believe that the connectivity,
which enables many of these technologies, in the vehicle is secure, and have
confidence that their personal information is protected.

Increased awareness of the benefits of advanced automotive technologies is
an important factor facilitating their adoption. Information about these
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benefits and confidence that they will work as intended will enable consumers
to determine whether or not to select certain advanced technology features
when purchasing a new vehicle.

Of course cost is also a factor. Installing advanced technologies will increase
the cost of a vehicle, especially at the outset when the economies of scale and
related technology improvements are not yet available. If we want consumers
to embrace this technology it will be important to help manufacturers find
ways to reduce costs, such as through research and development. It is also
important to make the value proposition for consumers more compelling by
offering sales incentives, tax credits or other market-driven mechanisms (such
as discounted insurance premiums) to increase demand.

B. What types of education should be provided to consumers to increase
their awareness, understanding, and trust in crash avoidance
technolegies?

We agree that consumer education is critical to the success of advanced crash
avoidance technologies. While manufacturers can provide helpful information
on websites and dealers can provide greater instruction to purchasers at the
point of sale, it is important to develop additional ways of increasing public
awareness. Government programs such as the New Car Assessment Program
(NCAP) can be used to highlight the availability of technologies that meet
certain performance criteria; however, the information that is available on
NHTSA’s website must be presented in a way that is more accessible and can
be more clearly understood.

We expect that NHTSA will issue a final decision proposing near term
upgrades to the NCAP program based on feedback received from the public in
response to an April 5, 2013 request for comment.

In addition, informational websites such as “mycardoeswhat.org” can provide
consumers with useful background information on some of the features that
they may want to look for in a new car.

9. Security researchers can play a valuable role in the discovery and mitigation
of cybersecurity vulnerabilities in vehicles. What is the auto industry doing
to work with the security research community to help identify and
remediate cybersccurity threats in vehicles?

Vehicle manufacturers engage with third party security vendors, government programs and
working groups, universities, and other research consortia. These relationships help
automakers develop vehicle-specific security technologies and practices. In particular,
Global Automakers and other auto industry representatives are engaging in the National
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Telecommunications and Information Administration’s (NTIA) Multi-stakeholder Process
to Promote Collaboration on Vulnerability Research Disclosure that is working to develop
voluntary principles guiding collaboration between vendors and researchers about
vuinerability information and coordinated disclosure. Furthermore, the recently-established
Automotive Information Sharing and Analysis Center (Auto-ISAC), once fully operational,
will provide an additional mechanism through which cybersecurity researchers can submit
vulnerability information.

In addition to the NTIA process and the formation of the Auto-ISAC, additional industry
activities and partnerships include:

s Auto-specific hackathons such as the annual Battelle-SAE International CyberAuto
Challenge;

e Participation in vehicle cybersecurity events such as the DEF CON, Black Hat, and
Embedded Security in Cars (ESCAR) Conferences;

e The SAE Vehicle Electrical System Security Committee, which was created to
help ensure electronic control system safety;

e The Automotive Consortium for Embedded Security (ACES), organized and
operated by the Southwest Research Institute (SwR1);

e The auto industry has also engaged with the National Institute of Standards and
Technology (NIST) National Cybersecurity Center of Excellence to develop
research needs for vehicle cybersecurity. Automakers are working with DHS and
DOT to develop an Automotive Cybersecurity Industry Consortium.

The Honorable Jan Schakowsky

1.

On July 24, 2015, General Motors announced that Chevrolet, Buick, GMC and
Cadillac will offer 22 different crash avoidance technologies across their 2016
model year U.S. lineups. Under Section 502 of the discussion draft, GM could
receive three or more grams per mile in greenhouse gas (GHG) emissions
credits for each of those technologies. That would mean that a GM vehicle that
carries all 22 active safety technologies could receive at a minimuom 66 grams
per mile in GHG credits.

Similarly, Section 503 of the draft would grant manufacturers Corporate
Average Fuel Economy (CAFE) credits in exchange for installing certain safety
technology onto their vehicles. It seems to me that the combined environmental
impact of 66 grams per mile in GHG emissions credits and equivalent credits
toward meeting CAFE standards for every one of those vehicles could be
significant.

A. For each of your member companies, how many crash avoidance
technologies per vehicle model are planned to be offered cach model year
from 2016 through 2021?
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Global Automakers” members are among the industry’s leaders in pioneering the
life-saving technologies addressed in Title V of the Discussion Draft. Global
Automakers believes that finding ways to democratize these technologies across
vehicle fleets is a worthwhile discussion to have. However, it would not be
appropriate for Global Automakers to collect future product planning information
from our members who are marketplace competitors; therefore, we are unable to
provide a specific answer to this question.

B. Should the number of GHG and CAFE credits that manufacturers can
receive under Title V of the bill be capped at a particular number of credits?
If so, what should the cap be for GHG credits and for CAFE credits?

Global Automakers believes it is important to recognize that widespread penetration
of vehicle-to-vehicle communications technology and other crash avoidance
technologies may yield significant improvements in fleet-wide fuel consumption and
hence greenhouse gas emissions. However, we have no position on the credit
program or cap, as outlined in the Discussion Draft, at this time.

C. In your testimony, you state that Title V of the discussion draft would
"incentivize the adoption of these advanced technologies."” GM, however,
has already elected to offer 22 different crash-avoidance technologics on
thousands of its vehicles without the possibility of GHG or CAFE credits as
an incentive. Please explain why GHG and CAFE credits are necessary to
incentivize safety when vehicle manufacturers are already including
advanced technologies in their vehicles?

Automakers must make numerous decisions regarding vehicle planning and the
deployment of new technology. There are many reasons automakers may elect to
offer certain features in a vehicle model at a particular time. The draft bill describes
one way fo accelerate the deployment of advanced vehicle technologies across the
entire vehicle fleet. Global Automakers agrees with the concept of encouraging the
rapid deployment of vehicle technologies; specifically we support policies that
encourage the expedited installation of DSRC.

The Honorable Adam Kinzinger

I.

Previously your trade association informed me that it is willing to "explore
ways to facilitate the removal of defective parts taken from recalled vehicles
from the stream of commerce." Can you update the committee on where this
exploration exercise stands?

Global Automakers remains committed to this objective and to that end has had
discussions at the staff level and one CEO-level meeting with the Automotive Recyclers
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Association (ARA). We felt the meeting was productive, and we agreed to engage further
with the ARA on this important question.

2. Earlier this year, Sec. Foxx recommended that automotive manufacturers
should provide part number information in an efficient and easy-to-use
format directly to recyclers and others who need the information to support
auto safety. Do you support this approach? What barriers are there to
implementing this recommendation?

Global Automakers believes all defective parts should be removed from the stream of
commerce.

Under current regulations, when an auto manufacturer determines that a safety defect
exists it notifics NHTSA and compiles a preliminary list of affected vehicles. Because the
manufacturer must notity NHTSA within five days, it may not always be able to confirm
the complete vehicle identification number (VIN) range of affected vehicles. In addition,
while the suspected cause of the defect may be identified, manufacturers often must
continue extensive technical due diligence to identify the root cause of the problem, refine
or expand the VIN range and determine the remedy including the need, if any, for re-
designed parts and tools to implement the repair. To the extent that the recall involves a
specific component that has been determined to be defective, then submissions to the
agency will include component information. Currently, this information is available to the
public from NHTSA. We support legislation to require the transmission of component
information, including parts numbers if available, in the current defect notification report
required under section 573.6 of title 49, Such legislation should avoid the imposition of a
new and more burdensome process that could impede manufacturers” ability to provide a
remedy to the consumer as quickly as possible.

It is important to understand, however, that under the current statutory framework, a safety
recall applies to the entire vehicle, not just a specific part. Simply knowing the part
number, name or description is normally not enough to ascertain whether a specific part is
affected by a recall. It is often the case that a vehicle recall involving a certain part may
actually not affect all parts that share a corresponding part number. As a result, publication
of part number information alone may mislead those who try to rely on it. Therefore, it is
critical that recyclers maintain the VIN together with the part as it moves through the
recycling sales process.
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Ms. Ann Wilson

Senior Vice President

Motor & Equipment Manufacturers Association
1030 15th Street, N.W., Suite 500

Washington, DC 20005

Dear Ms. Wilson,

Thank you for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2013, to testify at the hearing entitled “Examining Ways to Improve Vehicie and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses (0 these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015. Your responses should be e-mailed to the Legislative Clerk in
Word format at Dylan.Vorbach@mail.house.gov and mailed to Dylan Vorbach, Legisltative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515,

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Sincerely,

P'/&F
~Michael C. Burgess, M.D),

/ Chairman

Subcommittee on Commerce,
Manufacturing, and Trade

cc: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade

Attachment
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www.mema.org

November 20, 2015

The Honorable Michael C. Burgess, M.D.

Chairman, Subcommittee on Commerce, Manufacturing, and Trade
Committee on Energy & Commerce

2125 Rayburn House Office Building

Washington, D.C. 20515

Dear Chairman Burgess:

Below are MEMA's responses to your questions for the record from the hearing held on
October 21, 2015.

We appreciated the opportunity to testify, and look forward to working with you on these
issues in the future.

Sincerely,

ékj,mmm L;Q!‘ I

L. Ann Wilson
Senior Vice President,
Government Affairs

MEMA responses to Questions from the Honorable Michael C. Burgess, M.D.

1. Ms. Wilson, you testified that the Motor & Equipment Manufacturers Association is
working with auto manufacturers to create an 1SO standard for third-party or
aftermarket devices that are plugged into the OBDII port. When will that standard be
completed?

A: MEMA has approached antomakers about working together in developing a
Vehicle Station Gateway (VSG), which will replace the existing OBD2 port.
Discussions are in the early stages, and the timing for the VSG completion is
currently unknown. The VSG will address common wireless communication
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protocols and allow for multi-client access; franchised dealers, independent
repair facilities, and the aftermarket will have common protocols for open access
to vehicle systems.

2. Do the part suppliers and independent aftermarket community represented by MEMA
abide by a formalized set of data privacy and security practices, akin to the Auto Alliance
and Global Automakers privacy principles? If not, are there plans to create data privacy
or security principles among part suppliers and the independent aftermarket?

A: Suppliers are committed to principles of data privacy as outlined by the
Alliance of Automobile Manufacturers and Global Automakers. However, there is
no formal aftermarket set of principles {(or document}, primarily due to the fact
that the aftermarket does not have the ability to, nor has it been granted by
manufacturers, access to vehicle data. With respect to cyber security, suppliers
are able to join with automakers and participate in the automotive industry
Information Sharing & Analysis Center (ISAC), which is designed to share
information and best practices on existing cyber threats, effective responses, and
enhancing vehicle systems against future threats.

3. How do part suppliers currently work with vehicle manufacturers during a safety recall
when a part has been identified as defective?

A: Once a defect has been identified, NHTSA’s Office of Defect Investigation (OD1)
typically works directly with the automaker, who in turn works with the
supplier(s) to gather information about specific part(s) needing replacement.
Automakers often add their own part number to a part with a supplier generated
number. NHTSA also contacts suppliers directly when investigating a defect. The
contract between the automaker and supplier provides the terms for
replacement parts; contract provisions for a recalled part may include the
engineering, testing, production, and quantity needed for replacement parts, as
well as the respective financial obligations for the replacement parts by the
automaker and/or the supplier.

4, How do part suppliers work with NHTSA during motor vehicle or motor vehicle
equipment recalls?
A. Do part suppliers currently provide part numbers of the defective parts or
components to auto manufacturers and NHTSA during a recall?

B. Do part suppliers work with auto recyclers during recalls?
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A: When a recall is issued, part numbers are provided to NHTSA by the
automaker. Recalled vehicles are searchable (by VIN) on automaker websites and on
NHTSA's website. Auto parts recyclers, auto parts retail stores, and independent
repair facilities do have access to published and electronic catalogs that list vehicle
part numbers, which they can reference when there is a recall. MEMA has provided
NHTSA with additional information {attached) about additional products & solutions
to better identify specific parts in a recall in order to increase recall completion
rates.

5. Making sure remedy and repair parts are available in the event of a recall is essential to
keeping vehicles safe and achieving a 100% recall completion rate. How are part
suppliers working to address part availability issues that have been faced in the past to
be better prepared for any future safety recalls?

A: In most circumstances the capacity exists to manufacture replacement parts
and make them available for repairs. Recent media reports indicate that the
Takata airbag case was an exception because initially Takata was the only
identified manufacturer of those particular airbag inflator parts. The sheer
number of recalled vehicles initially led to a shortage of replacement parts,
however now there are other manufacturers producing replacement inflators
needed for repairs.

6. What new technologies are part suppliers developing to help auto manufacturers meet
more efficient fuel economy and greenhouse gas emissions standards?

A: There are several advanced technologies now available to help meet fuel
economy standards; they include but are not limited to: Start-Stop technology,
Adaptive Cruise Control, electronic control of fuel consumption, light weighting
and greater use of aluminum and composite materials, and multi-speed
transmissions.
In addition, suppliers have developed and manufacture enabling technology
which are necessary to allow vehicles to work with a component or system to
provide the measured fuel economy under real world conditions. Enabling
technologies make it possible for component systems and/or components to
achieve better efficiencies. Some examples of enabling technologies currently in
the marketplace include:
s Emissions control systems enable diesel engines to meet stringent US tailpipe criteria
emissions regulations, allowing the high efficiency diesel to be sold in the U.S. market.
e Electric air conditioning compressor operate in a gasoline-electric hybrid vehicle when
the internal combustion engine is “off,” allowing a hybrid vehicle to operate in
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“engine-off” mode at low speeds and in traffic while still providing passengers a cool
cabin.

* Regenerative braking allows a vehicle to recapture and store part of the kinetic energy
that would otherwise be lost to heat when braking. This energy is used to recharge the
electric batteries to enable the vehicle to achieve a substantial increase in fuel
efficiency.

7. We have seen that when a car’s cybersecurity defenses are breached, there is confusion
as to whether the parts supplier is at fault or the auto manufacturer. For example, the
part of the car that was breached was built by a supplier. But the supplier was building
to the auto manufacturer’s specifications, so there is this accountability loop. How do
parts suppliers work with automakers to build cybersecurity into auto parts?

A: Like other industries, the automotive industry is quickly being transformed
through greater use of technology and wireless communications capabilities.
Suppliers work with automobile manufacturers to protect systems, however
vehicles present additional challenges because while the in-vehicle software is
owned by the manufacturer, vehicle owners and users often wirelessly connect
their vehicles to phones and other portable devises, increasing risks cyber
vulnerabilities. Security protocols for vehicles address the in-vehicle systems,
which are often produced by multiple suppliers but integrated by the
automakers. The automotive industry ISAC provides a good framework for
automakers and suppliers to address cybersecurity issues, including in-vehicle
systems and how they are impacted by wireless personal devices.

8. What safety incentives should the Committee consider for suppliers of Heavy-duty
vehicles?

A: MEMA has long supported the passage of incentives to encourage the purchase
and installation of advanced safety technologies by fleets and owner-

operators. Heavy vehicle parts manufacturers develop and manufacture a variety of
advanced safety technologies with demonstrated safety benefits, including brake
stroke monitoring systems, lane departure warning (LDW) and blind spot
detection systems, automatic emergency braking {(AEB) systems, trailer-based
stability control systems, and electronic stability control systems (ESC). These
technologies could mitigate or avoid many of the types of incidents identified in the
2006 Large Truck Crash Causation Study (LTCCS), which was published following an
in-depth study into the causes and contributing factors of large vehicle crashes. The
LTCCS found that more than 60 percent of incidents involving heavy vehicles were the
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result of rear-end collisions, side-swipes, loss of control, and/or running off the road
or out of the lane. Also, brake problems were factors in about 30 percent of cases
studied.

Both the House and the Senate have passed language in H.R. 22 that provide
regulatory incentives for commercial vehicle fleets that install these advanced
vehicle safety technologies. That language is included in Sec. 5222 of the House
version and Sec. 32002 of the Senate version. This language allows for fleets that
go “Beyond Compliance” in the existing Compliance, Safety, and Accountability
{CSA) program at the Federal Motor Carrier Safety Administration (FMCSA) to
earn credit towards improved CSA scores.

MEMA strongly supports the passage of this language and encourages the
Committee to support these provisions in the conference committee. MEMA also
encourages the Committee to work with the House Transportation and
Infrastructure Committee and the Senate Commerce Committee to encourage
FMCSA to quickly implement this program and conduct oversight once the
program is fully functional.

Additional information referenced in answer to guestion # 4:

CONNECTING NHTSA TO THE AFTERMARKET IN THE RECALL PROCESS

MEMA and its members serve a broad range of market segments, product types and customers
providing parts and information for the more the 250 million light vehicles on US roads. MEMA
and its members have solutions that have the potential to assist NHSTA in increasing recall
completion rates. MEMA looks forward to an open dialog with NHTSA on the potential
opportunities to address this critical need.

OptiCat LLC
OptiCat, a supplier owned data services company, validates and defivers aftermarket supplier

vehicle application data to parts distributors and their customers that allows the accurate
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matching of replacement parts to the correct vehicles. This information is used and accessible by
thousands of auto parts stores and independent service and repair providers. Through OptiCat,
suppliers could potentially assist NHTSA and the motor vehicle industry in the completion of
recalls by some or alf of the following actions:

+ Alerting motorists (via the OptiCatOnLine.com web site), repair technicians, distributors
and others regarding parts recalls and, depending on available data, relate the information
to alternative aftermarket parts;

» Linking to the NHTSA data base regarding vehicle and parts recalls to inform suppliers
quickly when recalls are occurring;

o Helping parts suppliers, through more effective information, to address parts that are
similar, or related to, the recalled original equipment part in order to encourage parts
design improvements, clearing parts from the marketplace and other appropriate
activities.

Monitoring Salvage Yards

RAS, a member of MEMA, has created a unique solution that may also help original equipment
vehicle manufacturers (OEMs), suppliers and NHTSA locate and procure automotive parts from
salvage facilities that are subject to a safety recall. Working closely with vehicle manufacturers,
RAS is able to focate the exact part in the inventories of over 4,000 salvage yards throughout
North America, reimburse the salvage for the part (as funded by the OEM), and transport into
their central location in RI for further disposition. The program could:

* Help remove safety recall parts from the market, thereby reducing the chances of a
safety recall part being re-sold and re-used by the public;

s Increase the completion rate for OEMs and parts manufacturers on a safety recall;

e Provide VIN traceability and validation for the OEM and parts manufacturer;

¢ Aid OEMs and suppliers in their reporting requirements to NHTSA.

Once a program is in place with the OEM, there is a daily push of every part and every VIN to an
FTP site for customer use.
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November 6, 2015

Mer. Greg Dotson

Vice President, Energy Policy
Center for American Progress
1333 H Street, N.W,, 10th Floor
Washington, DC 20005

Dear Mr, Dotson,

Thank vou for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled “Examining Ways to Improve Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text,

To facilitate the printing of the hearing record, please respond o these questions by the close of
business on Friday, November 20, 2015. Your responses should be e-mailed to the Legistative Clerk in
Word format at Dylan.Verbach@mailhouse.goy and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515.

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Chairman
Subcomittee on Commerce,
Manufacturing, and Trade

ce: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade

Attachment



213

Greg Dotson
Vice President, Energy Policy
Center for American Progress
Responses to Questions for the Record
Hearing on “Examining Ways to Improve Vehicle and Roadway Safety”
October 21, 2015

Response to Question from the Honorable Jan Schakowsky

On July 24, 2015, General Motors announced that Chevrolet, Buick, GMC, and Cadilloc will offer
22 different crash avoidance technologies across their 2016 model year U.S. lineups. Under
Section 205 of the discussion draft, GM could receive three or more grams per mile in greenhouse
gas (GHG) emissions credits for eoch of those technologies. That would mean that o GM vehicle
that carries all 22 active safety technologies would receive at @ minimum 66 grams per mile in
GHG credits.

Simitarly, Section 503 of the draft would grant monufacturers Corporate Average Fuel Economy
(CAFE) credits in exchange for instolling certain safety technology onta their vehicles. It seems to
me that the combined environmental impact of 66 grams per mile in GHG emissions and
equivalent credits toward meeting CAFE standards for every one of those vehicles could be
significant.

Please put this information in context, Whot would be the consequences of allowing automakers
to obtain 66 grams per mile in GHG credits in exchange for installing crash avoidance
technology?

In May 2010, the Environmental Protection Agency (EPA) and National Highway Transportation
Safety Administration (NHTSA) issued greenhouse gas emissions standards and corporate
average fuel economy standards for model years 2012 through 2016 light-duty vehicles.? On
October 15, 2012, the EPA and NHTSA issued the second phase of these standards for model
years 2017 through 20252

These standards are the most important federal action ever taken to reduce greenhouse gas
pollution from the transportation sector while making cars more fuel efficient for consumers. in
model year 2025, the EPA estimates that the standards will achieve an average fleetwide level of
163 grams of carbon dioxide per mile, which is the equivalent of 54.5 miles per gallon if achieved
through fuel economy improvements. Model year 2025 vehicles will emit one half of the
greenhouse gas emissions of a model year 2010 vehicle. When combined, the standards for
model years 2012-2016 and 2017-2025 will cut 6 billion metric tons of greenhouse gases over
the lifetimes of the vehicles, which is more carbon dioxide than the United States released in
20103

The EPA greenhouse gas standards for light-duty vehicles are based on carbon emissions
footprint curves; meaning, each vehicle must meet a different emissions compliance target
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adjusted for the footprint or size of the vehicle. For example, a vehicle with a model footprint of
40 square feet, such as today’s Honda Fit, would have a 2025 emissions target of 131 grams per
mile, whereas a vehicle with a model footprint of 67 square feet, such as today’s Chevy Silverado
pickup truck, would have a 2025 emissions target of 252 grams per mile.* Copied below is a
table prepared by the EPA that details standards through 2025 for different vehicle types.

i Combined Cars & | ‘
Toucke gl 250 | 243 | 232 | 222 | 213 190 | 180
g . g

Source: U.S. Environmental Protection Agency, “Fact Sheet: EPA and NHTSA Set Standards to Reduce Greenhouse
Gases and Improve Fuel Economy for Model Years 2017-2025 Cars and Light Trucks,” August 2012, available at
httg//www3.epa.gov/otag/cimate/documents/420f12051 pdf.

in this context, it is clear that awarding GHG emissions credits—whether it is 6 grams or 66
grams—for technologies that provide no quantifiable or incremental emissions benefit would
compromise the integrity of the light-duty vehicle program. As | read the discussion draft, the bill
could allow a single vehicle to claim up to 9 grams per mile in credits: 3 grams for a vehicle that s
equipped with at least three advanced vehicle technologies and 6 grams to any vehicle that is
equipped with a connected vehicle technology. However, Committee staff informed me prior to
the hearing that this provision was misdrafted and, in fact, the provision is intended to allow
automakers to claim as much as 15 grams per mile per vehicle. I, as in your example, an
automaker was allowed to claim 66 grams per mile in credits for a particular passenger car, then
that passenger car would be allowed to emit more than 200 grams of carbon dioxide in 2025
instead of 143, A volume of credits this large would erode almost a decade of progress in
making passenger cars cleaner and more efficient.

"y

135, Environmental Protection Agency and U.S. Department of Transportation, "Light-Duty Vehicle Greenhouse Gas
Emission Standards and Corporate Average Fuel Economy Standards; Final Rule,” 75 Fed. Reg. 25324-25725 (May 7,
2010).
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2.5, Environmental Protection Agency and U.S. Department of Transportation, “2017 and Later Model Year Light
Duty Vehicle Greenhouse Gas Emissions and Corporate Average Fuel Economy Standards; Final Rule,” 77 Fed. Reg.
62624-63200 {October 15, 2012} {hereinafter “2017 Light-Duty Vehicle GHG Rule”).

3 U.S. Environmental Protection Agency, “Fact Sheet: EPA and NHTSA Set Standards to Reduce Greenhouse Gases
and fmprove Fuel Economy for Model Years 2017-2025 Cars and Light Trucks,” August 2012, available at
htto//www3.epa gov/otaga/climate/documents/420f1 205 1.pdf.

* ibid
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Mr. Peter Welch
President
Automobile Dealers Association
412 First Street, S.E.
Washington, DC 20003

Dear Mr, Welch,

Thank you for appearing before the Subcommittee on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled *Examining Ways to Improve Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as fotlows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015. Your responses should be ¢-mailed to the Legislative Clerk in
Word format at Dylan.Vorbach@mail.house.gov and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515,

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Michael C. Burgess, M.D.
Chairman
Subcommittee on Commerce,
Manufacturing, and Trade

-

ce: Jan Schakowsky, Ranking Member, Subcommittee on Commerce, Manufacturing, and Trade

Attachment
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In response to the November 6, 2015 letter from Chairman Burgess to NADA President Peter
Welch to answer questions for the record regarding the October 21, 2015 House Subcommittee
on Commerce, Manufacturing and Trade hearing entitled “Examining Way to Improve Vehicle
and Roadway Safety”, NADA submits the following responses to questions posed by the
Honorable Lois Capps:

1.

At the hearing, 1 asked you whether auto dealers should be allowed to rent or
loan consumers a vehicle with an unrepaired safety recall. You said, ""Not if
the car is unsafe to drive."” According to NHTSA Administrator Rosekind’s
testimony, all cars under safety recall are deemed "unsafe" to drive. At the
hearing the Administrator clearly stated that "if [a car] has a defect it should
be off the road." Under what circumstances would it be appropriate for a
dealer to rent or loan its customers a vehicle with an unrepaired safety recall?

A. In general, should auto dealers be allowed to rent or loan unrepaired recail
cars that have the petential to catch fire?

B. In general, should auto dealers be allowed to rent or loan unrepaired
recall cars with brakes that can potentially fail while driving?

C. In general, should auato dealers be allowed to rent or loan wnrepaired
recalled cars that contain fanlty steering wheels, seat belts or airbags?

Response to Question 1.

In connection with every recall, the National Highway Traffic Safety Administration
(NHTSA) and the involved manufacturer make a determination whether vehicle owners
should be advised that the vehicles being recalled are unsafe to operate. This has been
true ever since the National Traffic and Motor Vehicle Safety Act (the Act) was passed
into law some 40 years ago and is true whether the recall is for a safety defector a
noncompliance with a Federal Motor Vehicle Safety Standard (FMVSS). Whena
vehicle is determined to be unsafe to operate, a “stop drive” admonition is included in
the recall notices required by the Act to be sent to vehicle owners and vehicle dealers
and in other communications relating to the recall. Once a dealer receives notice of a
NHTSA or manufacturer determination that the recalled vehicle is subject to a “stop
drive” admonition, it would be inappropriate for a dealer to rent or loan that vehicle,
irrespective of the safety defect or FMVSS noncompliance at issue. Dealers rely on the
expert judgment of NHTSA and the vehicle manufacturers to determine when a safety
defect or FMVSS noncompliance warrants a “stop drive” admonition.

A. Same answer as {1).
B. Same answer as (1).
C. Same answer as (1),
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2. You expressed NADA's view that dealers should be allowed to rent or loan
unrepaired recalled cars unless those cars are subject to "Stop Drive™ nofices.
To clarify, is it NADA's position that it is an acceptable practice for auto
dealers to rent or loan unrepaired recalled vehicles unless they are part of the
very small percentage of recalls that are Step Drive recalls?

A. The rented PT Cruiser that killed Raechel and Jacqueline Houck had a
defective steering component that was not subject to a "stop drive” recall.
Should auto dealers be allowed to rent or loan unrepaired recalled cars with
defective steering components?

B. The rented Honda containing an exploding Takata air bag that killed Jewel
Brangman was not subject to a "stop drive’ recall. Should auto dealers be
allowed to rent or loan unrepaired recalled cars with faultY airbags?

C. The GM Ignition Switch, which was found to be responsible for over 100
deaths and hundreds of injuries, was not a "Stop Drive" recall. In general,
should auto dealers be allowed to rent or loan unrepaired recalled cars with a
defective ignition switch?

D. The Toyota unintended acceleration recall was not a "Stop Drive” recall.
Should auto dealers be allowed to rent or loan unrepaired recalled Toyota cars
with sticking accelerator pedals?

Response to Question 2

As indicated in response to question (1), it is NADA’s view that if NHTSA or the
involved manufacturer determines that a vehicle subject to a safety defect or FMVSS
noncompliance recall is unsafe to operate and, as a result, issues a “stop drive”
admonition in the recall notices it sends to owners and dealers, then the dealer should not
rent or loan the vehicle until after it is remedied, irrespective of the reason for the recall.
Dealers rely on the expert judgment of NHTSA and the vehicle manufacturers as to when
a safety defect or FMVSS noncompliance warrants a “stop drive” admonition and thus
the number of recalls and vehicles to which such an admonition should apply.

A. Same answer as (2).

B. Same answer as (2).

C. Same answer as {2). Note that the Department of Transportation was specifically
requested by Senators Markey and Blumenthal to issue a “stop drive” admonition
with respect to all GM vehicles recalled for a defective ignition switch (No.14V-
047)." The agency declined that request, stating: “In appropriate circumstances,

! Attached letter 1o U.S, Department of Transportation Secretary Anthony Foxx from Senators Markey and
Blumenthal (Aprit 28, 2014)
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the National Highway Traffic Safety Administration (NHTSA) may require a
manufacturer to advise owners nof to drive their vehicles until a sqfety-related
defect or noncompliance is remedied. In this case, however, NHISA has
thoroughly evaluated the interim guidance that GM has issued to all affected
vehicle owners and determined that such an action is vol necessary af this time.
This position is consistent with NHTSA‘s long-standing application of its expert
Jjudgment to safety recalls.

D. Same answer as (2).

You stated at the hearing that 6% of recalls are "Stop Drive" recalls. Can
you provide the subcommittee with the source for this number?

Response to Question 3.

The Alliance of Automobile Manufacturers.

In 2014, there were a record number of safety recalls involving almost 64 million
vehicles; so far in 2015, over 40 million vehicles have been recalled. Were any of
these recalls in 2014 Stop Drive recalls?

Response to Question 4,

NADA does not have that information. We recommend asking NHTSA for that
information.

Can you provide for the subcommittee the number of recalls since January 1,

2014 that have been Stop Drive recalls, and how many vehicles were affected?

Response to Question 5.

NADA does not have that information. We recommend asking NHTSA for that
information,

When a consumer owns a car that has a safety recall without "Stop Drive"”
instructions, how soon should they get it repaired? And why?

Response to Question 6.

2 Attached letter to Senator Markey from Secretary Foxx (May 6, 2014)
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When an owner of a vehicle receives any safety recall notice, he or she should get the
vehicle repaired at his or her earliest convenience. If repair parts and protocols are
available, the remedy can be performed as soon as the vehicle is brought to an authorized
dealer. Unfortunately, however, it can take weeks, months, or even years between when
a safety recall is announced and when the manufacturer provides the parts and protocols
necessary to complete the remedy. Fortunately, notices for safety recalls involving “stop
drive” admonitions typically detail the process for obtaining a loaner vehicle and for
having the recalled vehicles towed to an authorized dealer when appropriate.

You stated during the hearing that NHTSA has the authority to require a
manufacturer to issue a "Stop DPrive” recall. Will you provide the subcommittee
with the citation for that authority?

Response to Question 7.

See 49 U.S.C. §30118 and 49 C.F.R. §577.6.
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November 6, 2015

Mr. Michael Wilson

Chief Executive Officer
Automotive Recyclers Association
300 New Jersey Avenue, N.W.
Washington, DC 20001

Dear Mr. Wilson,

Thank you for appearing before the Subcommittce on Commerce, Manufacturing, and Trade on
Wednesday, October 21, 2015, to testify at the hearing entitled “Examining Ways to Improve Vehicle and
Roadway Safety.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached, The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by the close of
business on Friday, November 20, 2015. Your responses should be e-mailed to the Legislative Clerk in
Word format at Dylan.Vorbach@mailhouse.gov and mailed to Dylan Vorbach, Legislative Clerk,
Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, DC 20515.

Thank you again for your time and effort preparing and detivering testimony before the
Subcommittee.

Sincerely, 4
J R )
_~"Michael C. Burgess, M.D.
" Chairman
Subcommittee on Commerce,
Manufacturing, and Trade

cc: Jan Schakowsky, Ranking Member, Subcommitiee on Commerce, Manufacturing, and Trade

Attachment



Additional Questions for the Record

The Honorable Michae!l C. Burgess, MD

1. If a recycler does not know what part has been recalled, what happens to the vehicle
and parts that may be associated with the recall?

ARA Response

As with any owner of a vehicle, if the owner/recycler is not notified or is not given
adequate information in order to identify which defective automaker part has been
recalled, the owner will not be in a position to know if any part associated with a vehicle
is recalled. That is the reason recyclers need VIN specific part number data in a recall
notice.

2. If legislation prohibited dealers and others from selling cars under recall, including those
sold for scrap, what would the effect be on auto parts recyclers?

ARA Response

If legislation prohibited dealers from selling used cars with non-remedied recalls to
professional automotive recyclers, it would have a significant impact. While the volume
of vehicles automotive recyclers receive from dealers is relatively low, there would be a
huge impact if motor vehicles at salvage auctions were classified as used vehicles.

ARA believes that if such used car legislation is considered, it should provide an
exemption for motor vehicles sold to professional automotive recyclers similar to the
language contained in current Rachel and Jacqueline Houck Safe Rental Car Act
legislation (H.R. 2198/S.1173).

3. Do automotive recyclers follow motor vehicle equipment standards that are in place for
new motor vehicle equipment?

ARA Response

The National Highway Traffic Safety Administration has a legislative mandate under
Title 49 of the United States Code, Chapter 301, Motor Vehicle Safety, to issue Federal
Motor Vehicle Safety Standards (FMVSS) and Regulations to which manufacturers of
motor vehicle and equipment items must conform and certify compliance. These Federal
safety standards are regulations written in terms of minimum safety performance
requirements for motor vehicles or items of motor vehicle equipment. These requirements
are specified in such a manner "that the public is protected against unreasonable risk of
crashes occurring as a result of the design, construction, or performance of motor
vehicles and is also protected against unreasonable risk of death or injury in the event
crashes do occur.”

9113 Church Street » Manassas, VA 20110-3456
300 New Jersey Avenue, NW - Suite 945 « Washington, DC 20001-2271
Telephone {571} 208-0428 » www.a-r-a.org « Fax (571) 208-0430
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Professional automotive recyclers sell original equipment manufacturer (OEM) used
(recycled) parts and assemblies to its customers. OEM recycled parts have the original
factory corrosion protection. They have proper mounting locations and fit properly.
They are OEM parts, designed by the OEM, and built to meet the OEM requirements for
fit, finish, durability, reliability and safety. Professional automotive recyclers do not alter
the recycled OEM parts they sell. They effectively are the same parts, but are simply
distributed in different channels — new versus used versions of the same parts.

A. How do automotive recyclers ensure the safety and reliability of a recycled part or
component before it is marketed or sold to a consumer?

ARA Response

Professional automotive recycling facilities follow industry established best management
practices and methodologies to provide quality OEM recycled parts to consumers. There
are at a minimum, three separate evaluations of any OEM recycled part before it is sold.

These facilities maintain multi-step inspection and quality control systems to ensure that
the recycled parts and assemblies provided meet appropriate grade and condition
requirements. These systems include, among other things, i) pre-purchase inspection of
the salvage vehicle; ii) further inspection of the vehicle, damage, and point of impact
analysis of the vehicle at the recycling facility before disassembly; ii) further inspection
and grading of the condition of the part or assembly after disassembly has occurred at the
facility; and iv) further inspection before delivery to customers to meet their specific
order requirements.

Professional automotive recyclers acquire motor vehicles from various sources, including
salvage auctions, dealers and direct purchases from insurers and vehicle owners. After
the vehicles are acquired, professional automotive recyclers make a careful assessment of
the vehicle to determine which parts and assemblies will be removed from the vehicle for
disassembly and which parts will be scrapped. Established methodologies for vehicle
evaluation and inventory analysis can include processes such as:

o Imaging the vehicle and its component parts and track to the vehicle part record

Reviewing the vehicle's build codes (if available)

Imaging the build codes and capture build date (if available)

Decoding vehicle line and drive train configuration

Identifying assemblies and parts

Verifying interior colors and maintain conditions and option lines (seats,

dashboard, door parts)

o Verifying condition of core support, bumper reinforcement, head light mounting
panel and frame rails

e Assigning condition codes, assess extent and type of any damage, and identify the
primary damage field

.« &

9113 Church Street « Manassas, VA 20110-5456
300 New Jersey Avenue, NW - Suite 945 »  Washington, DC 20001-2271
Telephone {571) 208-0428 » www,a-r-a.org s Fax(571)208-0430
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e Starting vehicle and test mechanical and electrical parts (e.g., fuel pump,
alternator, transmission, power windows, mirrors, power seats, power antennae,
AC compressor system)

s Logging on the individual part record that the part has been tested

s Engine-oil and compression testing to learn if mileage exceeds certain mileage

Data is recorded in respect to both the vehicle and disassembled parts and assemblies,
and part tags with bar codes are assigned to each disassembled part/assembly.

In 1997, ARA established its Gold Seal Certification Program that defines standards for
recycled parts quality assurance, customer service, parts descriptions and other facets of
quality control. This program continues to grow and is recognized by the Automotive
Service Association and other industry partners.

How are recyclers monitoring counterfeit automotive parts in the marketplace and
ensuring that they are not being sold to consumers?

ARA Response
ARA has a long history of speaking out against counterfeit automotive parts and warning

the automotive repair industry community and consumers about the dangers such parts
pose and their increasing prevalence. ARA urges customers to utilize quality, recycled
original equipment manufacturer (OEM) parts supplied by professional automotive
recyclers because it is the professional automotive recycling operations that have robust
product assurance and quality control procedures in place to help identify parts that do
not meet industry accepted standards,

Most professional automotive recycling facilities employ multi-step quality control
precautions that help to identify counterfeit parts. The industry employs sophisticated
methods to process, inspect, evaluate and analyze OEM parts harvested from vehicles.
For example, at a typical professional automotive recycling facility, these processes may
include a review of the vehicle’s build codes (if available), capturing images of the
vehicle and its component parts to track the vehicle part record, verification of interior
colors, conditions and option lines (seats, dash board, door parts) and checking the
vehicle identification number. As a result of these quality control processes, parts found
to be of a substandard condition grade, rusted, non-repairable or otherwise suspect, such
as possible counterfeit parts, are not listed as available on estimates or sold to customers.

ARA is working on many fronts to ensure that counterfeit parts are not being sold. At the
state level, ARA has supported legislation making it a crime to knowingly manufacture,
import, install, reinstall or sell a counterfeit or nonfunctional airbag. In addition to
meeting with NHTSA staff about this issue, at the government's request, ARA also met
with senior policy staff from the Administration responsible for coordinating the federal
government's efforts on intellectual property (IP) enforcement issues to discuss the issue
of counterfeit airbags.

9113 Church Street » Manassas, VA 20110-5456
300 New Jersey Avenue, NW - Suite 945 »  Washington, DC 20001-2271
Telephone {571) 208-0428 « www.a-r-a.org » Fax{571)208-0430
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Preventing the spread of counterfeit automotive parts and targeting criminals who engage
in that type of activity also is a priority for the National Intellectual Property Rights
Coordination Center (IPR Center) which is a joint task-force agency led by Homeland
Security Investigations, a component of the Immigration and Customs Enforcement
(ICE) agency. According to the IPR Director, the use of illegal counterfeit automotive
parts is increasing in the U.S and automakers and automotive recyclers both can and need
to help with this problem. The Director further stated that "automotive recyclers know
their business and can recognize when a part seems out of place, or doesn’t seem right."
In addition, he suggested that consumers should only "do business with reputable repair
shops, the manufacturer’s dealership repair network, or legitimate automotive recyclers
selling used OEM parts.” ARA is working with many different sectors to help reduce the
incidence of counterfeit automotive parts in the replacement parts marketplace.

Section 202 of the discussion draft requires part suppliers to provide part numbers to
NHTSA and automakers in circumstances where a recall involves a defective part, Will
this help recyclers determine which parts are subject to a recall, if publicized by NHTSA
or the automakers? What efforts have recyclers made in the past to obtain part numbers
from part suppliers, automakers, franchised dealers, and NHTSA in the event of a recall?

ARA Response
The language in Section 202 of the discussion draft requiring part suppliers to provide

part numbers to NHTSA and automakers in circumstances where a recall involves a
defective part does not go nearly far enough and is significantly deficient. The key
deficiencies center on the fact that the language does not require manufacturers to
provide their part numbers in a format that is electronically integratable into inventory
management systems.

For years, professional automotive recyclers through their industry trade association -
ARA, have sought access to original equipment part numbers on behalf of the industry.
We have appealed to all sectors of government, automakers, related industry sectors and
worked with consumer groups to obtain part data from automakers. Our efforts have
resulted in a much better educated public about OEM recycled parts and the significant
role they play in the replacement parts market; however, the automakers continue to
restrict access to their part data and policymakers continue to permit them to act in this
manner.

Regrettably, automakers have a long history of erecting barriers to further monopolize
their hold on the vehicle parts replacement market. From withholding essential Vehicle
Identification Number (VIN) information tied to part name, description and numbers to
the full court negative press campaign on the integrity of recycled OEM parts -
components they themselves originally manufactured - the automakers stand as a road
block to fair competition in the markets for replacement parts and equipment to ensure
efficient repair and maintenance of motor vehicles.

9113 Church Street » Manassas, VA 20110-5456
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In its comments submitted to NHTSA on the Motor Vehicle and Equipment Safety Recall
Rule in November 2012, ARA agreed with the Agency that the automobile manufacturers
are critical to the development of a comprehensive, centralized recall database. ARA
specifically requested NHTSA to require that manufacturers provide data such as
Original Equipment numbers, Part ID numbers, build sheets with textual part
descriptions, published service and recall bulletins, remedy/repair procedures, along with
all current and superseded numbers on recalled items.

ARA further noted that NHTSA should make sure this data is available via batch access
so that the entire recall database is available for download to third parties for integration
in their locally installed inventory management systems. ARA stated that under this
system, particular users would be able to incorporate this data into their individual
inventory management systems so that this information would reach all levels of the
automotive supply chain in a streamlined manner,

ARA has repeatedly noted that while very few of the hundreds of millions of recycled
OFM parts sold annually could be subject to a recall, OEMs should not be allowed to
block information about those items. ARA holds that it is especially troublesome when
manufacturers reference the lack of a systematic recall tracking system and use that as a
marketing tool against consumers' utilization of recycied OEM parts.

ARA is working beyond our borders to get parts data as well. At the 14th International
Automotive Recyclers Congress in Brussels, Belgium in March 2014, ARA urged the
automotive manufacturing community to provide professional automotive recyclers with
access to crucial original equipment manufacturers (OEM) parts data. ARA was quoted
as stating that “the industry must be provided with safety information that can be
automatically synchronized with recycled parts inventories so that important recall and
service bulletin information is seamlessly integrated into the inventory management
systems utilized by the automotive recycling industry.”

The Honorable Adam Kinzinger

1. My office has received responses from a few auto manufacturers following previous
hearings on this subject. In their responses, they highlighted that the necessary parts
number information is available today, via subscription such as Honda's Service Bulletin.
Do resources like these provide the information your member companies need? How is
the information you're requesting different from what auto manufacturers' claim is
alrcady available?

ARA Response
Regrettably, automakers have a long history of withholding essential Vehicle

Identification Number (VIN) and part number information. The specific parts number
information is not available today to the professional automotive recycling industry. If
automakers are pressed to answer the question, they tend to point to information that is
not available and/or

9113 Church Street » Manassas, VA 20110-5456
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provided in formats that cannot be efficiently integrated into professional automotive
recycling industry inventory management systems (IMS), such as .pdf files of technical
service bulletins.

As mentioned in my testimony, automakers are accountable for the safety of all original
equipment parts throughout their life-cycle and should be required to share whatever
parts information is necessary to identify and locate recalled defective parts within the
recycled original equipment parts population. This practice of sharing original equipment
parts numbers with professional automotive recyclers should not be an anomaly, rather it
should be a standard automotive industry practice, especially in light of the new "safety
norm.” Consumer demand for a safe and vibrant replacement parts market makes it
imperative that Congress include language that would require automakers to remove the
barriers they have constructed so that all of the parts data is available to the professional
automotive recycling industry.

In addition, ARA strongly believes that U.S. policymakers should follow the lead of the
European Commission which has adopted regulations that require automakers to provide
independent operators with the VIN, OE parts numbers, OE naming of the parts, and
validity attributes. Only with this data can the automotive parts supply sector efficiently
identify the automakers defective parts.

This vehicle part information (part name, part description and part number) must be tied
to specific Vehicle Identification Numbers (VINs) data for all motor vehicles. It is only
with access to specific VIN numbers tied to the parts information (part names, part
descriptions, part numbers) that the industry’s commercial inventory management system
(IMS) providers will have the ability to develop software to automatically and
electronically identify the defective recall parts in the automotive supply chain,
significantly helping NHTSA reach its 100% recall remedy goal.

It is important to note that six to eight major inventory management system entitics
handle 95 percent of the parts inventoried by automotive recycling facilities. Only an
estimated 5 percent of parts in the marketplace fall outside of the IMS platforms. These
percentages support the need for NHTSA to provide the IMS entities with access to this
critical parts and VIN data.

ARA also concurs with NHTSA's statement included in the proposed Rule for Map 21
dated September 10, 2012 in which the Agency stated that, “We (NHTSA) believe safety
critical information, such as recall information, should be provided to the public without
charge.”
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