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October 23, 2007
	Tom Cackette

Acting Executive Director

California Air Resources Board

1001 I Street

Sacramento, CA 95814


	


Re:
Comments of Brown Recycling in Support of Continued Sale of Used Aftermarket Catalytic Converters
Dear Mr. Cackette:
On behalf of Brown Recycling, a major provider of California emission compliant, fully warranted used catalytic converters in the State of California, I would like to urge the board to adopt rules that allow for the continued sale of used catalytic converters in the state.

Brown Recycling Sells California Emission Compliant Used Aftermarket Catalytic Converters under better Warranty than New Manufactured Converters Sold in the State:

Brown Recycling (Brown) operates out of the state of Alabama.  Brown has held an exemption to sell used aftermarket catalytic converters in California since 1995, and is a superior provider of re-conditioned catalytic converters that are in full compliance with all California emission standards.  Currently Brown tests ALL of its converters, regardless of eventual point of sale destination, to exceed California requirements, and to the 70% efficiency rating.  
Based on staff’s report and comments Brown understands the major concerns are that a 70% efficiency rating may not be sufficient, and that staff believes testing costs to exceed that level would be cost prohibitive.  Brown can test its used converters, all parts, to 75% efficiency, in 60 seconds, without significantly increasing its test costs.  In conversations with staff Brown has also addressed the reality that we can meet a requirement for a 5 year, 50,000 warranty on used aftermarket catalytic converters.  Brown believes these two enhancements above what it currently provides will allow our used aftermarket catalytic converters  to meet the proposed new rules in California, and that Brown should not be denied the opportunity to sell these products in the state.  Brown’s product today compares favorably to new, manufactured converters sold in California, and provides a lower cost, higher reliability alternative to new converters where new aftermarket converters are largely unavailable.
Brown Supplies a Significant Volume of Used Aftermarket Converters in the state and Almost Half of Brown’s Revenues come from California Sales – Prohibiting the Sale of Used Aftermarket Converters in California will not improve efficiencies and will economically harm Brown and California consumers:

Based on its first six months data for 2007, Brown will sell about 8,600 used aftermarket catalytic converters in California this year, representing more than 40% of Brown’s total business and providing revenues to the company of about $1.6 million.  Brown sells used aftermarket converters where there is often not a new aftermarket option available, and the converters sell for $200-400, compared to new manufactured converter prices of $1,000-1,400+ for a comparable product.

Currently Brown’s used aftermarket converters meet the 70% efficiency requirement in California, and are of higher quality than new aftermarket converters sold in the state.  In fact, Brown’s warranty of 2 years or 20,000 miles far exceeds the warranty currently provided by manufacturers, such as Ford,  for NEW catalytic converters in the state, and Brown offered this warranty prior to OBDII, when it was not required to provide a warranty at all.  Brown also enjoys a less than 1% warranty return rate on its used converters, a further indication of the high quality of the products and of Brown’s testing method.  Brown also offers a 5 year, 50,000 mile warranty on OE factory wrapped converters currently, and would be able to provide this full warranty on all used catalytic converters it sells in California to meet the new, proposed requirements.
An example of the savings and preferred reliability of a Brown Recycling product sold in California is a recently sold BM313RE model used converter purchased in October 2007 for a State of California fleet vehicle at Sierra Muffler.  The used aftermarket converter was chosen for its superior warranty over the new manufactured converter, and also because its $250 wholesale price was significantly less than the manufacturer’s price of $1,041.  Brown is not aware of how many of its used aftermarket converters are eventually placed in California fleet vehicles, but at a savings of $791 per unit, and with longer warranties while meeting the same efficiency standard – prohibiting Brown from selling these converters in California can pose a significant cost increase and reliability decrease to some of the state’s fleet.
Beyond final point of sale to fleets or firms, many of Brown’s end use customers are the average consumer in California.  Forcing these consumers to choose new, manufactured catalytic converters as replacement parts to keep their vehicles compliant with California emission standards will impose a significant, long term cost that may not be absorbable by many consumers.  

There is no New Aftermarket Substitute for Many of the Converters Brown has sold in California:

The reality is that used aftermarket converters principally are an alternative to new, manufactured parts, where there is no new aftermarket available.  Further, the used converters can only be sold for the engine type, year and model for which they were tested, whereas new after markets can be sold on a wide range of vehicles for which they were not specifically tested.   The long term results and reliability are much better for a used aftermarket catalytic converter today than they are for new aftermarket. 

Brown has been a responsible, reliable provider in this state for many years and was granted an exemption from both federal and state rules that initially barred the used products.  Brown has worked cooperatively with regulators in the past and will continue to do so to ensure that its product continues to contribute to the ability of vehicles in the state to produce fewer carbon emissions.  The bottom line for Brown Recycling is that it cannot sustain its business model without continuing to sell used aftermarket catalytic converters in California.  Real people who work for Brown today will not be employed, and the long term outlook for the company itself is not good given how we have concentrated our major efforts in recycling catalytic converters and California is the major market for these products.
Brown Recycling Should Be Allowed to Continue to Sell its High Quality, High Efficiency Used Converters in California and Continue to Help Keep Down overall Consumer Costs While Sustaining Emission Compliance in the State 
An agency such as the California Air Resources Board should have sound public policy reasons for eliminating the livelihood of businesses that operate in compliance with all requirements in this state.  It should also have sound reasons before ensuring that consumers in the state will sustain significantly increased costs to have emission compliant catalytic converters.  Brown Recycling keeps it costs down today by only testing product when there is an order for product.  Brown can increase our testing efficiency to 75% and will work with California regulators to ensure long term capability of our products to continue to meet these levels.  Brown will warrant our products for 5 years or 50,000 miles, and as always, will replace any product returned during the term of that warranty and stand behind our long standing record of very low warranty return rates.  

Brown Recycling believes it can continue to provide used aftermarket catalytic converters in California that pose a reliable and highly efficient lower cost alternative to new manufactured converters that meet or exceed efficiency and testing requirements of the State.  If allowed to do so, based on our current volumes and demonstrated price differentials with new manufactured converters – Brown can continue to present savings to California consumers of about $6.9 million dollars annually.  Brown believes many consumers in California simply cannot absorb $800-1,000 increases when facing replacement of catalytic converters and understands the new rules could put further pressure on consumers to seek illegal purchase and replacement to avoid these costs.  Brown Recycling wants to continue to contribute to California’s clean air policies and believes strongly that tested, high efficiency used catalytic converters should remain available in the state.
Continued Sale of Used Aftermarket Catalytic Converters is in the Public Interest:

Based on all of the foregoing information, Brown Recycling urges the Board to adopt rules that will allow for the continued sale of used catalytic converters under stringent efficiency guidelines for the benefit of both California’s air quality and its economy.
Sincerely,
Kelly E. Boyd
Legislative Advocate

for NOSSAMAN, GUTHNER, KNOX & ELLIOTT, LLP
KEB
cc:
Mary D. Nichols, Chair - California Air Resources Board
Daniel Sperling, Board Member
Jerry Hill, Board Member
Dorene D'Adamo, Board Member
Mrs. Barbara Riordan, Board Member 
Lydia Kennard, Board Member
Sandra Berg, Board Member
Ron Roberts, Board Member
Judy Case, Board Member
Ronald Loveridge, Board Member
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