
HOUSE BUSINESS & INDUSTRY COMMITTEE 

Chairman, Rep. Jerry Metcalf, called the Business & Industry 
Committee to order on January 19, 1983, at 9:00 a.m. in Room 
420 of the Capitol Building, Helena, Montana. Allmembers 
were present except Rep. Ellerd who was excused. 

HOUSE BILL 18 

REP. DAN HARRINGTON, District 88, sponsor, opened by saying 
House Bill 18 can affect anyone who buys a new automobile, 
many times the second largest out-put of money that anyone 
makes. The consumer should expect a certain amount of quality 
from this product. The manufacturer and not the dealer should 
comply with the warranty. This bill will take the dealers off 
the hook. People will not be able to take advantage of this 
bill unless they have proven the problems exist. (Exhibit #1 
is depositions of unsatisfied consumers) 

PROPONENTS: 

BRINTON MARKLE, Department of Commerce, Helena, said his depart
ment received 90 to 100 warranty complaints a year. Fifteen 
to twenty a year are unsolved. The only recourse these people 
have is to try to go to court. Before a consumer could use 
this bill, he would have to use the Magnuson-Moss Act which 
requires a trip to Denver. I have never heard of one of these 
procedures being used in this state. Warranties are totally 
voluntary statements by the manufacturer on his product. 
We now have Autocap and when we get a complaint, we send them 
to Autocap. If no satisfaction is received there, they would 
have to go to Denver. After that, then the thrust of HB 18 
would take effect. There would be 3 or 4 steps he would have 
to take before he could utilize this bill. If the manufacturers 
showed good will toward this bill, I think it would speed things 
up. 

THERESA NORDHOLM, consumer, Anaconda, testified she has had 
nothing but problems with her 1981 Toyota. After many excuses 
and tries at rectifying the problems, she asked for her money 
back but they said no. She is now making payments on a car 
she cannot use and does not feel safe in. 

STEVEN SLAGLE, consumer, Clancy, explained the many problems 
he had with his AMC vehicle with no satisfaction. He feels 
that he has exhausted practically every avenue of recourse 
short of litigation and believes there is a definite need 
for HB 18. (Exhibit #2) 

ANNA BLOOM, consumer, Anaconda, is very dissatisfied with her 
Subaru vehicle and stated she finally called Subaru of America 
and they told her they were sorry she was dissatisfied but 
there was nothing more they could do and the problem was now 
between her and her dealer. She finally sold the car, not in 
her home town as she did not want any of her neighbors to get 
stuck with her lemon. 
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ROBERT ANDERSON, Montana Public Interest Research Group, 
Missoula, said it should be stressed that this Lemon Law is 
not an attack on the auto industry. It simply provides for 
the fact that, in a mechanized process such as automobile 
production, quality control measures notwithstanding, a 
few "lemon" units are bound to get through, and the consumer 
should be protected against having to foot the bill for these. 
(Exhibit #3) 

JERRY RAUNIG, Montana Automobile Dealers Association, said his 
organization was not taking a stand on this bill. He was here 
only to explain the Autocap Program now in effect allover the 
state. They are requesting dealers to put brochures on Autocap 
in the glove compartment of all their new cars. (Exhibit #4) 
The object of his program is to put consumers in contact with 
dealers. They have a panel made up of three dealers and three 
consumer representatives. Since their organization began in 
December 1982, they have received 23 phone complaints and 5 
written complaints. Four have been closed by the Autocap 
staff; one in favor of the dealer, two in favor of the con
sumer and one compromise. 

OPPONENTS: 

TOM SCHWERTFEGER, Motor Vehicle Manufacturers Association, Denver, 
said he recognized there were problems but suggested there were 
other mechanisms available besides legislation to solve them. 
1. The Manufacturer's Transport System which could require a 
trip to Denver, and 2. The Autocap program. Ultimately this 
bill would be a legal remedy and would require a lawyer. The 
costs are going to be passed on to the consumer. Their recommen
dation is to allow the Autocap Program to work. He submitted 
amendments which he feels would make the bill more workable. 
(Exhibit #5) 
REP. HARRINGTON: I hope you will not just look at this bill 
and put it off for a while. The consumer needs this bill. I 
think Montana should be the fourth state to pass this bill. 

QUESTIONS: 

REP. LYBECK: Mr. Raunig, who is going to appoint the panel 
for Autocap? Mr. Raunig: It has been done through the Montana 
Automobile Dealers Association. They selected them last April. 
REP. JENSEN: Is there any provision in Autocap that it demand 
the manufacturer to give a person a new car? Mr. Raunig: They 
could recommend that. 
REP. SAUNDERS: Mr. Schwertfeger, do you think it's fair to the 
consumer to have to go to the expense of the courts to get 
satisfaction on a lemon? Mr. Schwertfeger: No, sir, I do not. 
That's why we are in favor of arbitration that is available. 
There is no expense to the consumer to take part in the Autocap 
Program. 
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HOUSE BILL 175 

REP. GENE DONALDSON, District 29, sponsor, opened by saying 
there are two problems in the current law. 1. It can only 
be extended to one year and 2. It should be for the amount 
of the indebtedness. You have to change it almost weekly 
in many cases. 

PROPONENTS: 

JOHN CADBY, Montana Bankers Association, said we have an 
obsolete law restricting what is common practice in business 
today. We provide level term credit life insurance on a 
monthly premium. If he dies one month later, the insurance 
company pays off his debt at the bank and gives the balance 
to his survivors. You can't buy more than you are borrowing. 
If a borrower wishes to obtain term life insurance for the 
amount of the loan, he can buy it directly from an insurance 
man probably at a lower premium than the bank offers. Under 
the current law, the insurance cannot exceed the indebtedness. 
We want this changed. This bill clears up the law so that 
Life Term Credit Life Insurance can be written on all kinds 
of loans. 

OPPONENTS: 

ELMER HAUSKEN, lobbiest, Montana Life Underwriters, stated 
they object to the proposed extension of credit life face 
amounts to become level term insurance because it exceeds 
the proper intent of banking activities by denying complete 
freedom of choice and/or economic savings to be obtained in 
an open market without the inference or implied suggestion 
that a credit line is at stake. 
ROGER McGLENN, Independent Insurance Agents Association of 
Montana, said he did not see a benefit to consumers with this 
bill. 
REP. KITSELMAN: Being an independent insurance agent he is 
opposed to this bill. He stated the banks really push their 
own credit life insurance. His wife worked at a bank and was 
offered a bonus on any sales of this insurance. One reason 
he objects to bankers selling insurance is that they have 
complete financial information on their clients, an advantage 
independent agents don't have. 
NORMA SEIFFERT, Montana Insurance Department, Helena, stated 
she is aware of the amount of complaints that her office 
receives. Many times the people do not know that they have 
insurance - it has just been automatically included in. 

REP. DONALDSON: This bill won't keep bankers from taking 
advantage of people. This bill does not address that. Mainly, 
this bill allows that each time your indebtedness changes you 
don't have to take out another pol~cy. We are not trying to 
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put banks in competition with insurance agencies. 

QUESTIONS: none 

HOUSE BILL 190 

REP. TOM ASAY, District 50, sponsor, opened by saying this is 
a simple bill to allow the sale of gasoline in large volume 
the option to buy on a temperature corrected basis. The 
present law provides for sale on a gross gallon basis only. 
This bill allows them to buy either on a gross gallon basis 
or on the assumption that the product comes out of the pump 
at 60 0 F. He will have to make his option on an annual 
basis. This is in line with neighboring states and will put 
us in conformity with states around us. 

PROPONENTS: 

JOHN BRAUNBECK, Independent Businessman, Helena, stated all 
they were asking is that the statute be changed to include 
the option that the wholesale purchaser can exercise the 
option to buy gross or temperature corrected on a yearly basis. 
DAVE SAYLOR, Forsyth, said the refineries have decided to cut 
back on the number of gallons they store which makes it a 
hotter product. Those people purchasing from a pipe line 
get a product where the temperature has come down. We have 
trouble staying in competition with the people pulling from 
the pipe line. We in the Billings area have had some pretty 
substantial losses in the last year due to the fact that the 
refineries cut back on storage. 
GARY DELANO, Weights and Measures Division, Helena, stated 
the companies have come to the division hoping they could make 
a regulation on this but we have a statute that states gross 
gallons only. We want to make sure that it is an option and 
that transaction for petroleum products is limited to those 
who want to buy in a certain mass. We also want to make sure 
there is no price differential in the way the product is 
purchased. The only penalty is that the invoice would be 
invalid, but if a purchaser were refused there wouldn't be 
any invoice, so we may have trouble with that. Under subsection 
3 the word "transporter" confuses me. I would like an explanation 
of that. 

OPPONENTS: none 

REP. ASAY: The main problem now is that refineries have reduced 
the amounts they have in storage for the temperature to be 
consistent. 

QUESTIONS: 

REP. FABREGA: We are talking about an exchange not a sale? 
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Mr. Saylor: The method of transfer before it's sold is 
exchanges. I believe transporters means exchange partners 
before there is a sale. We have no objection to deleting 
the word transporters out. 
Mr. Delano: Subsection 3 could be eliminated all together. 
REP. SCHULTZ: Can a dealer come to a refinery for small 
loads? Mr. Asay: He has to buy in 75 or 100 lots. He has 
to be a licensed distributor. 

EXECUTIVE SESSION ON HOUSE BILL 190: 

REP. FABREGA moved that HB 190 DO PASS with the following 
amendment: Delete Subsection 3. So moved. Passed unanimously. 
Question by Rep. Schultz. House Bill 190 was voted DO PASS AS AMENDED 
unanimously. 

EXECUTIVE SESSION ON HOUSE BILL 134: 

REP. FABREGA moved to reconsider the Committee's action on 
House Bill 134. Passed unanimously. 

REP. FABREGA proposed the following amendment to HB 134: 
Eliminate the 10-day requirement and insert a 3-day requirement. 
So moved. Passed unanimously. 
REP. FABREGA moved to strike the $10 catering fee and insert 
$40. Rep. Pavlovich: The $40 is good because catering people 
are in direct competition with tavern owners. If they want 
to make a profit from a private party, they should be required 
to pay the $40 fee. 
Question by Rep. Harper. 
REP. KITSELMAN moved that 
Question by Rep. Fabrega. 

Passed unanimously. 
House Bill 134 DO PASS AS AMENDED. 

Passed unanimouslY. 

CHAIRMAN METCALF asked that the Committee meet an hour earlier 
on January 20 for an Executive Session before the regularly 
scheduled hearing at 9:00 a.m. 

The hearing adjourned at 11:15 a.m. 
____ f\ ", '\ 1 

',) L ,'J~\ ccU-i . 
JERRY -METCALF, CHAI~ 
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Errol Eilerass 
El1erass Buick 
800 E. Parr. 
Anaconda. HT 59711 

RE: Debbie Kahm 
1220 Bonnie Dr. 035 
Havre. HT 59501 

Dear Mr. Eilerass: 

He have received a compla1 nt from the abOVe party pursuant to the I:lontana 
Unfair Trade Practices and Consumer Protection Act of 1973 which this office 
administers. The cOf:1pl<:lint concerns the follmJing: 

Enclosed is a copy of !lr~. Kahm's.complaint for:- details. 

t·\rs. Kahm states the repair on the engine was defective and 
. the H(wre G.n.c. dealer apparently is having difficulty re
solving the problem .. ·00 you have any suggestions on ho\': the 
problem can be resolved. 

We cannot assess the validity of this compla1nt until we have con£id~red 
your position. We would therefore appreciate receiving a vlr1 ttcn statement \ 
of·your position in the matter within ten days. 

Sincerely yours, 

Jerome D. Wines 
Administrative Officer 
Consumer Affairs Unit 

JDW:dm 
Ene. 

cc: GMC Zone Manager 
Salt Lake City. UT 



EJLERAAS BUICK & GMC 
::: : =:';. S·. 

BUICK 

~J~t~n~ denartment of Commerce 
:c~s~er ~ffairs Unit 
1424 9th Ave. 
Helena, Nt. 59620 

Attn: Jerome D. Wines 

Dear i-lr. \jiine s : 

T "'"pho",, 563,2291 

CGiJSUI'.~ER AFFtJRG 
"" , 

I;arch 8, 1982 

In reply to the letter we received from your office on a 
complaiI:t made by l::irs. Debbie Kahm. During Christmas 
vaca tion the Kflhrn' s returnj nr~ to Ana con·!a frorn HCl vre ex
pertcnced trouble vii th their car. \']e rccei ved the car 
~a turday, Dec. 19th. r'.'londay te sts ,'rere nnde. At thi s 
time ';re found no compre ssion on 1 cvlinder. Engine V,laS 

then torn dmm fincline; a broken piston. Enf~ine \'!,J.s then 
inspected, L .. pistons "r/rings, gaskets, oil filter &: oil 
replaced at no cost to the Kahm's. Parts had to be 
ordererJ. 2nd car \;"as back in op:::ration on Jan. 8th. The 
t:nhm's in the mean time h:ld to return to Havre '.:here r'Ir. 
Kahm is attending school. 

The Eileraas Buick furnishe~ the Ka.hm's with nn 81 GMC, 
·jemo to u~e ,';~i1e the!r ';':lS bei!:'- fixed "t r.o co=t to 
tner.1. '::ne ::::.?"l=-::' s ';;ere not :. t::.::: ~o ni c;: u p t:!eil~ car 
until Jan. 2) ioe to b~d ~cather co~ditio~s. 

On Fet. 15th t::~ ::::.:::::' s c.:::.lle~i Errol Sileraa~; to inform 
him the~.r ":.'ere r"!e. '"li!1G ~ rcu::le ·::i::,h ~-.he cc.~r. I ca.lled 
our Zone :~er'lice :.:~,!;a:;sr, :om F::trlcv, and, ()l~jo the 
~;ervicc ::.:ln~r~er in lj·".Te. The I!;wr" ::;r)rvi c(! nl"ln'I,r,,(' in
for::-:cd t,h'!t. til':'.' '::0.n~ f-1 ,-:1' i 11:~ IIp t.h(: C:;!r' I',n c:III't'!: i I. olll .. 

1. !::lllc:l t::c::: ::!!::J.i:: :~;:': ';:J.:: infotTlc'J ;m (;J.ectdc:i] prc)blem 
o:-otle~ ii. ~_~~ :Ii:::t:-:':::..:-:cr :!:;.d been found "nd tll:lt they 
:':''r:: "J.i!~" "r :'·'.:'!""ljr:t :1:-: ~;(.>on ':-t:; Ul(! p:!I~t.;; c:lrnc in. 



EILERAAS BUICK & GMC 

BUICK 

t:·::3I§ I ,~,",..,KS CFt:l. 

l-iarch 8, 1982 

:~~ ;:a~tic panel in the back seat came to us unpainted. 
-- s :::::: it painted. to match the interior. As far as the pai nt 
-: ::-:~~=:~ _ off, "our letter VIaS the first time I kne\'/ of this 
~:::::.tlon. 

= c~lled a number of times and talked to Mrs. Kahm. The 
~aYre service manager informed me that he took them for 
?. ride and that evsrything "laS O. K. I informed our Zone 
'::ervice I-:ane~er, Tom Farlev of this. 

l:1 !;arch hth !lrs. Kahn called Errol & said the'! "-!Quld 'oe 
in ;\naconda ; ::::.rch 19th. am;. asked if we 1:lOuld have a look 
~t their car then. ~e have never refused to do this. 

Sincerely, 

EILERAAS BUICK & GMC, INC. 

;:loLl/ r/lc"~~d-
Fred J. Haves t7 
Service !':gr. 



" 

r:arch 11. 1932 

Debbi e Kahm . 
1220 Bonnie Drive #35 
Havre, .NT 59501 

· '. '';'. 

RE: Eilerass Buick and GMC 

Dea r ~trs. Kahm: 
'. 

.~ .. (' 

Enclosed .1s the written response ~ received from the Service Manager of 
Eil~raas Buick. Mr. Hayes states that the Havre dealer' did find some 
problem areas in the distributor. which have been repaired. Has this 
repair been made since you filed the complaint? 

Also, Mr. Hayes states that you have made arrangements to be in 
Anaconda on March 19, 1982. and that the vehicle can be.examined 
at that time. 

At this point in time, I think it only fair that Eileraas review 
the problem on narch 19, 1982. It would appear that they would work 
with you in an effort to resolve the problem. If you feel that 
Eileraas does not satisfy the problem, please advise. 

Sincerely yours, 

Jerome D. Hines 
Administrative Officer 
Consumer Affairs Unit 

JDH:dm 
Enc. 

, . 
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MONTANA PUBLIC INTEREST RESEARCH GROUP 
729 KEITH AVENUE 
MISSOULA J MT. 59801 
(406) 721-6040 

TESTIMONY BEFORE THE BUSINESS AND INDUSTRY 

COMMITTEE OF THE MONTANA STATE HOUSE OF REPRESENTATIVES 

IN SUPPORT OF HOUSE BILL #18 

January 19, 1983 

Good morning, Mr. Chairman and members of the committee. Thank 

you for the opportunity to testify on behalf of House Bill #18, the 

so-called "Lemon Law" . 
... My name is Robert S. Anderson. I am a student at the University 

of Montana an"d"a staff person for the Montana Public Interest Re-

.~ search Group (MontPIRG), Inc. MontPIRG is a non-profit, non-par

tisan organization funded and directed by students at the University 

• 

• 

.. 
• 

of Montana which performs research and advocates on issues relating 

to consumer protection, the environment, governmental responsibility 

and general social concern. MontPIRG's focus on consumer issues 

includes the operation of a "consumer hotline", investigations into 

common consumer problems and an ongoing series of marketplace sur
veys. 

MontPIRG supports Representative Harrington's bill very strongly, 

and I would like to briefly outline for you the reasons why we con

sider House Bill #18 to be an extremely important and timely piece 

of consumer protection legislation . 

There is no question that defective automobiles constitute a 

consumer problem of the highest magnitutde in this country today. 

The Federal Trade Commission recently reported that complaints about 

~ the purchase and repair of autos jumped from fifth to first place in 

'-"1981. This is reflected by many s ta te and federal consumer groups, 

• as well as the White House Office of Consumer Affairs, the national 

Louis Harris poll and the U.S. Council of Better Business Bureaus. 

-



This problem is en~rmous and destined to keep getting larger as more 

and more cars are sold under conditions that prevent the buyer from 

returning to the manufacturer defective, unsafe autos. 

In Montana alone, the lemon problem is substantial. The Mon

tana Auto Dealers Association reports that roughly 27,600 new cars 

were sold in this state in 1982. If we estimate that as little as 

one percent of those suffered from "non-conformity" as defined in 

this bill, then nearly 300 Montanans purchased defective autos last 

year. At today's prices we are talking about more than one million 

dollars that consumers of this state payout every year for new 

automobiles that fail to satisfy the express warranty of merchant

ability. And that number comes before the car begins its trips back 

to the dealer, with all the expense, frustration and lost time they 

can incur. 

But the problem is not just one of consumers throwing huge 

portions of their income away on a faulty, non-returnable product. 

Unlike the defective toaster or vacuum cleaner, the defective auto 

is much more than an annoyance. It is a safety hazard and dangerous 

not only to its operator and passengers, but to everyone else on the 

road as well. Nor does this situation end with the car's first owner. 

The lemon automobile is truly a gift that "keeps on givingl!. Today's 

new lemon is tomorrow's clunker, as these cars pass from owner to 

owner, multiplying in number every year, racking up repair bills 

and endangering more and more p~ople. 

What can we do about them? Under the present statutes, very 

little. Although Congress has passed several laws in the past decade 

aimed at assisting consumers plagued with defective cars, shoddy re

pair work or other forms of automotive abuse, none has been at all 

effective in addressing the problem of lemons. The Magnuson-Moss 

Act of 1975, for example, was expected to significantly reduce the 

problems consumers had in replacing defective cars, but it contains 

a number of serious loopholes. Specifically, the bill fails to de

fine what constitutes a "reasonable number of attempts" to fix the 

car. What is worse, its key lemon provision, under which a defective 

car may be returned, is avoided by all auto makers except AMC by 

their refusal to give a full warranty. As Michael Pertschuk, for

mer chairman of-the Federal Trade Commission puts it: 



"Manufacturers offer warranties to assure con
sumers that their cars are well designed and 
built. They promise to remedy defects that 
become apparent in the first part of the car's 
life. But too often these assurances of 
quality are not met, and consumers suffer 
the loss. Congress was aware of warranty 
performance and Magnuson-Moss Act offers two 
possible remedies ... Unfortunately, in the 
case of autos, it now appears that these rem
edies are neither solving the problems nor 
lessening their severity." 

The lemon owner is stuck. Faced with a mountain of payments 

that have just begun and a new car in constant need of attention at 

the dealership, the lemon owner usually either gives up in despair: 

"I've taken the car back there so many times 
already, and the problem is just as bad as 
when it fint began. I've just st.opped going. 
And let'i face it -- I am a single female. 
They just treat me like a nuisance." 

-Janet Maulolo 
Montana Lemon Owner 

or initiates an often lengthy, always costly legal battle which rarely 

achieves the desired result: 

CONCLUSION 

"I have never seen one of these (lemon) 
cases successfully resolved. The con
sumer is simply outgunned." W'll' M 

- 1 lam orse 
Montana Attorney who has 

handled several lemon cases 

House Bill #18 puts defective toasters and defective cars on 

equal footing by allowing both to be returned or replaced. It wil 

provide the person who buys a lemon in Montana with a badly needed 

tool for dealing successfully with the car's manufacturer. The 

bill applies to all new cars, not just to those with a full warranty. 

It clearly defines a "reasonable number of attempts" to repair the 

car, and it limits applicable defects to those which impair the "use 

or value" of the car. House Bill #18, unlike presently operating 

complaint panels, enables the car buyer to deal ultimately with the 

car's manufacturer, not just the dealer. This makes sense because 

it is the manufacturer who must bear the responsibility for how a 

product is made, and the cost of replacing it, if necessary. 



It should be stressed that this Lemon Law (and those like it 

which have been passed in Connecticut and California) is not an 

attack on the auto industry. It simply provides for the fact that, 

in a mechanized process such as automobile production, quality con

trol measures notwithstanding, a few "lemon" units are bound to get 

th~ough, and the consumer should be protected against having to foot 

the bill for these. Indeed, the bill contains some hidden bene-

fits for the auto industry, as recognized by dealers in California 

after the bill was passed there. As Jerry Burdett, general sales man

ager for San Diego Volvo told the San Diego Union, " ... if the con

sumers feel they are protected, that's got to be good for business." 

Also Isuzu, the Japanese truck manufacturer, took out a full-page 

ad in the Los Angeles Times praising the new law and encouraging 

other states to adopt similar legislation. 

The Lemon Law will strengthen the position of the car buyer who 

is forced to play the game when a manufacturer or its agent refuses 

to acknowledge defects or requests endless opportunities to fix them. 

It will help to restore the confidence of the American working pub

lic in our automobile industry and hopefully, see the industry re

stored to its former stature. It will improve the automobile man

ufacturer's quality control. It will improve repair service by deal

ers. It will reduce the inconvenience, the expense, the frustration, 

the fear and the emotional trauma that "lemon" owners commonly en

dure; and it will provide a clear standard which will give the 

consumers an effective, reasonable and meaningful remedy which will, 

in turn ultimately reduce costs and delays of litigation. 

Right now, the cards are stacked igainst the American con

sumer. There are no practical, economic, legal or procedural sol

utions available. The financial and emotional "squeeze" of a lemon 

car must be put on the manufacturer, where it belongs. 



APPENDIX 

I. MontPIRG suggests the following changes to H.B. #18 in order 
to further strengthen the bill: 

A~ Section 3(1): should be amended to read 1I ••• any defect 
or condition that substantially impairs the use, value 
or safety of the motor vehicle ••• " 

B. Section 4(2): should be amended to read 1I ••• the vehicle 
is out of service because of non-conformity for a cum
ulative total of 30 or more days •.• 11 This will ensure 

.that down time for a number of different non-conform
ities is cumulative and applicable under this bill. 

c. Section 4 should provide for an objective test in the 
event that the manufacturer or dealer claims that non
conformity is a result of abusive use by the owner. 
For example, when the dealer claims abuse or damage by 
accident, the consumer should be given the right to 
a diagnosis by an independent facility selected by the 
consumer. If the diagnosis supports the consumer, the 
manufacturer must pay the cost of inspection. 

D. The bill should include a section requiring that each 
new car dealer in this state prominently display in the 
service bay a notice outlining the consumers' right 
under this bill, in wording approved by the office of 
the Montana Attorney General. 

II. Federal Trade Commission Regulations, part 703;alluded to 
in Section 7 of this bill; 

- establish requirements for consumer notification; 

- require the mechanism to be insulated from the man-
ufacturer's influence and that the decision-makers 
not be associated in any way with a party to the 
dispute; 

- require that the mechanism be free to the consumer; 

- generally require that a dIspute be settled within 
40 days. 
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CAR DEAlERS'V/EyV 
.. . 

·~Lem·on Lavi'· 
. .. ". .. 

;.. .. . .. 

··Seen ·Sale·s··Aid ". ' . . . 
By SUZA1't1';"E CHONEY: . 

$:;if Wr:!tt, r:. ~ Oitid ~. - o. 0 0 • 

. , 
o· 

Some local cu dealer3 said yesterday the ''lemon la"iV" . 
00 •• passed by the Legislature this week may help restore 

. sagging car sales and consumer ~nfidence in the auto -
lndu3try. . 0 .' o. • ° : 0- 0 • 

"It may cost some de.aler3 more mOlley. bullet's face 
. It, the p~blic hal a fear of auto dealers as it is." said Jerry. ° 

: Burdett, gelle."'3l sales man.lger for San . Diego Volvo: . 
"Now if coD!lumers feel they are protected, that's got to 
be good for busi.aes.s.... ° o. . . ~. ;0 •• 

"j'm fairly sympathetic," said a spokesman for Bob • 
Lewis VoJ.kS';:;agec.s. "I 'R"as a co03umer before I was in 
the auto busines.s, and I know how frustrating it caD be" to 
deal withoa problem car. . 0 0 • • o· 
: "It's a fair deal for the consumers and for the dealers," 

. said Jack Olson, general manager of Harloff BMW-Chev
rolet in Encinit.a3.. "D>..alen need as much protection as 
consumel'3. There neee to be guidelines as to what·a· 
lemon is, 3::ld thjj law will help provide that." 0 

. The me:;.sure, AB 1787. by Assemblywoman Sally 
Tanner. n:El Monte, was approved by. the Legislature 
Thursday, and is awaiting Gov. Brown's signature.--U 
sIgned into law. it would take e£lect Jan. 1. 1983. .o~. 

0: Under the lall. automaken would be orequired to re-
.. place new can or trucla designated as lemoZl3, ~r reim-

burse the buyers. ° 0 ° ••• :: •• 0 •• 

. A "lemon" would be a new· \-ebicle that continues to . 
Ill4l!unction alter four repair attempts have Een made. . 
or be out" ofse:.ice for more than 30 daY'- Both provi·. 
sions apply only in the rIOt year or 12.000 miles. . 

U repair efforts fail to satisfy the customer. the next . 
step would be an arbitration process offered by the manu-
ractu~r. . 0 • 

: The auto indust.7initially objected to the bill beeause 
it failed to s~if7 what was ~osidered a major or minor 
detect in making the car a lemon. The bill Wcl! amended 
to provide that the problem had to be a "Don-conformity:' 
one which "impab the use. value or safety of the vehl
cle.'· saId Jay De Furia. an aide to Tanner. .• . 

A brokeD radio or clgarette lighter would not qualify 
the car as a lemon. according to the bill, but a car window 
that did not roll up "could be considered an impairment 
of the value of tbe c:Jr." De Furia said. . . - _ . _.. . 0.00 

- °o"The.roe are no lemons; there are bid mechlrticS,;' Said 
Olson. ''The law will give the dealer and the manufactur
er a ~ce to repair the CJr without having to give the 
customer a new car. Anything call be repaired on a Dew 
car." ° 00' 0" • 

Some car deal~ like Larry Salus of Drew: Fo~, ~ 
neve the law will only "add to the cost of bUYlllg a car, 
and is ''u!l:lecessary.p .' . o. . 

i-there's never been a time when dea!e~ dicb't wa.nt to. : 
see CU3tomers happy," be said. . ° 

Rosemary Shahan-Dunlap. who help<d organ~e Motor 
Voters in Saa Diego after ber orm problems vlltb a car 
°dealership, and. testified on behalf of the lemon law sever· 
al time3, said the bill is "fair and reasonable." . 

The text step. she said, will be educating consUr:le:-s 
and attor.leys about the biU, and .. orking for the passage 
of a similar law Cor used cars, although she wasl~. 

° optimistic: about its chances of success. 
The House oC Representative3 last month overturc~ a 

Federal Trade Commission rule thal would have r€q:'llred 
auto dealen to disclose known defect!! in their used carso . 

De Furia said a state bill that would hay: provid~ 
protection to the used ~r buyer "went do:rn m flan;es 
two yo...an ago. He added that Tanner is DO~ sure whe~her 
she will pursue the issue with another bill. .. 

.._:..~. _ .... - ..... _. __ .-:-.... -.:... •.• 4 
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~-Iouse Conl'nittee Amendments suggested to House Bill 18 by Motor Vehicle Man-

ufacturers Association of U. S. before the Montana House Business and 
Industry Committee, January 18, 1983 • .., 

( 

... 

AMEND HOUSE BILL 18 AS FOLLOWS: 

Amendment No.1 

On Page 1, line 17, after the word "vehicle, tI insert the follo,.ing: 
"normally used for personal, family or household purposes". 

Amendment No.2 

On Page 1, line 23, delete the word "or" and at the beginning of line 24, 
delete the word "property". 

Amendment No.3 

On Page 2, line 5, after the word "notifies", add the words "in 
writing" and at the end of line 5, delete the words "or authorized dealer". 

Amendment No.4 

On Page 2, line 18, before the word "value", insert the word "ma1!ket". 

Amendment No.5 

On Page 2, line 20, delete the word "new" and substitute in lieu thereof 
the word "comparable" and in line 20, after the word vehicle, delete the 
remainder of the line. 

Amendment No.6 

On Page 2, at the beginning of line 21, delete -the words "style and" .:md 
at the end of line 21, after the word "equal", add the word "market". 

Amendment No.7 

On _Page 2, line 25, delete the words "collateral charges" and insert in 
lieu thereof the words· "sales tax, license fees, registration fees and any 
similar governmental charges". 

Amendment No.8 

On Page 3, line -5', after the word "consumer", insert the words "and any 
previous consumers"-and in line 5, after the word "first", add the word 
"written". 

Amendment No.9 

On Page 3, line 6, delete the words and punctuation ",agent, or dealer" 
.-' and insert in lieu thereof, "or its agent". 

"" /' l. 
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Page 2 
MVMA Suggested Amendments to House Bill 18 

Amendment No. 10 

On Page 3, line 18, after the word "more", add the word "business". 

Amendment No. 11 

On Page 3, at the end of line 25, add the following: 

Amendment No. 12 

"In no event shall the presumption herein provided 
apply against a manufacturer unless the manufact
urer has received prior written notification from 
or on behalf of the consumer and has received an 
opportunity to cure the alleged' defect." 

On Page 4, line 7, after the word" "in", add the word "substantial". 

Amendment No. 13 

On Page 4, after line 10, insert the following: 

"Section ~~ .Any action brought under this act shall 
be commenced wi thin six months follO\ving (1) ex
piration of the express warranty term or (2) one 
year following the date of original delivery of 
the motor v.;!hicle to the consumer, whichever is 
the earlier date." 



STATEMENT OF C. R. TAYLOR 

IN FAVOR OF HOUSE BILL 18 

There is already national legislation that was enacted several years 

ago for censurer protection. It is the Magnuson-~bss Warranty Act. Briefly,· 

it enables the purchaser of a new consumer product to sue the manufacturer if 

that product is defective and the defects are not corrected by the manu

facturer. If the consumer proves to the court that the manufacturer is at 

fault and fails to correct the defect, it can be liable to pay up to triple 

the amoont of damages claimed. 

This all sounds good for the consumer, but there is a slight hitch. 

First, the consurrer must try to reach a satisfactory agreement with the 

manufacturer through the nonnal warranty procedures. If this fails, then the 

consumer has to retain an attorney to represent him and take care of all of 

the legal aspects. This can be a long drawn out, expensive process. 

Here are the main reasons I feel that Montana needs strong consumer 

protection laws like House Bill 18. 

In August of 1980 I purchased a new Pontiac Sunbird autom::>bile out of 

state, where I then resided. It had a severe vibration from 35 miles per 

hour and up. It also had nurrerous other defects. For example, the heater 

didn't work, cold air comes in around where the heater fastens to the 

firewall, the windows leaked, etc., etc. The car was taken into General 

Motors shops for corrections of these defects starting the first week I owned 

the car. The shops did fix the leaking windows, but I had to fix the heater 

myself after the shop had tried three times. Also, I stopped the cold leak 

after four trips to the shop. The vibration has never been corrected, even 

though the car was in the shops of General Motors and Pontiac dealers at 
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least six times and was taken to other independent shops for corrections on 

other occasions. Finally, the manufacturer put on a new set of tires and had 

the front wheels realigned. This was the third set of tires in less than 

12,000 miles and the fifth wheel alignment job. The car still vibrates and 

the tires now scrap the inner fender liners when the car is turned to the 

right. The manufacturer no.-J claims the car has been corrected and will take 

no further action. 

Therefore, after almost two years of this kind of treatment, I retained 

an attorney. I have filed a lawsuit against the manufacturer. We have just 

received a trial date and the case is not scheduled Ln'ltil October of 1983, 

and since it is in Federal Court, it is to be tried at Billings rather than 

Helena where I now reside. /vty attorney advises me there could be other 

delays in the legal process. 

For the above reasons, that is why I am for House Bill 18, the proposed 

"l..erocln Law". 

As indicated above, I purchased a new car that cannot be safely driven 

and have tried since August of 1980 to no avail to have it repaired. This 

experience points out that the manufacturer, at least of this car, under 

these circumstances does not intend to meet its warranty obligations, nor do 

they have the dealer service organizations that support and back up their 

products after they have been sold. 

I strongly recolTmend that any recent purchaser of a new car, or 

prospective purchaser, support consumer protection legislation such as 

proposed House Bill 18. 

DATED this 17th day of January, 1983, and signed by C. R. Taylor. 

C. R. Taylor { 



INTRODUCTION: 

The amendments suggested by the MVMA are clearly intended to 

weaken H.B. 18, and limit the manufacturer's liability for its 

own defective product. I feel that all of these amendments 

should be disregarded. The following are, in my opinion, the 

worst of the lot and I have briefly indicated my reasons for 

opposing them. 

AMENDMENTS 1 & 2: 

Mr. Schwertfeger (MVMA) indicated that the thrust of these 

amendments was to exclude trucks from the bill. If we assume 

that trucks, like any vehicle including passenger cars, are 

designed and constructed for a particular purpose, there is no 

reason to exclude them from a measure intended to ensure that 

they perform according to that purpose. These amendments also 

unnecessarily limit the availability of this remedy to the car's 

first owner. 

AMENDMENT 3: 

This amendment places a heavy burden on the consumer to meet 

overly strict notification requirements in the event the consumer 

decides to exercise his or her rights under this bill. This 

requirement works against the consumer since the majority of 

auto owners who exercise their legal rights would not be aware 

of this requirement. When a consumer deals orally and through 



-2-

service documents with the service manager, he or she considers 

those communications to be official and with an authorized 

representative of the company. 

AMENDMENT 4: 

This attempts to tie the non-conformity to the dollar value of 

the automobile, implying that the car is only a lemon if expensive 

defects creep up. Many small (in dollars) things can go wrong 

with an auto which very substantially impair its value as a useable 

product. For example, VW Rabbits have a chronic problem with 

accelerator cables that snap causing the car either to over-rev 

or stall. The cable itself costs only a few dollars, and under 

this amendment, would not qualify the car as a lemon. But certainly 

the owner of a car that kept racing or stopping would not make 

such a fine distinction. 

AMENDMENT 5: 

_----.This~wor_ding-could-Ieasibly--allow-the-dealeL-to-Ieplaca_a_~emon------__________ _ 

with a used car! Simply stated, the lemon owner is entitled to 

a new car. That's what he or she is making payments on--that was 

the original agreement with the manufacturer. 

AMENDMENT 6: 

In the extremely unlikely event that a manufacturer cannot produce 

the same make and model year of the lemon, a car of equal value 

should be provided. But the inclusion of this amendment would 
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open up a lengthy process to determine what is meant by equal 

value. Moneywise? Would the consumer with an $8,000 passenger 

lemon be strapped with an $8,000 truck? The end result will be 

more frustration and delay for the consumer, and another method 

for the automaker to limit its responsibility. 

AMENDMENTS 7, 8, & 10: 

The insertion of these amendments would further chip away at the 

heart of this measure which is to provide an effective, equitable 

vehicle which the consumer can use to avoid getting stuck with a 

seriously defective automobile. I believe that they should be 

disregarded. 

AMENDMENT 9: 

This wording may well exclude the dealer where the car was purchased 

from being an authorized repair facility for purposes of this bill. 

The consumer would thus be required to seek out an "authorized" 

agent to get service that would apply under HB 18. I feel that 
----_._-----------------------------------._---------.. - --.--- -----------

any dealer or agent certified to perform warranty work should be 

covered by this bill. Hence, my initial wording, which I believe 

should stand as it is. 

AMENDMENT 11: 

a) See "Amendment 3" regarding required written notification. 

b) The consumer would not be held responsible for delays in repair 

(which often include ordering of parts, waiting for an appointment, 

etc.) when a defect causes the car to break down. This dangerous 
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amendment would allow the dealer to stall or completely refuse to 

address a non-conformity. When a car is out of service because 

of non-conformity, it is useless to the consumer from the time it 

breaks down. The 30 days should begin from the time the dealer

ship is notified that the defect has occurred, and should, in fact, 

include the time it takes to tow the vehicle to the shop, if 

necessary. 

AMENDMENT 12: 

This would effectively allow AUTOCAP to be used as the dispute 

mechanism. This is a very dangerous amendment that would relegate 

the consumer's right to redress to a group that is run by the 

manufacturers but is not binding on the manufacturers. The whole 

point of this bill is to allow the consumer to deal effectively 

with the entity ultimately responsible for producing, and then 

replacing the lemon. AUTOCAP is not publicly accountable, does 

not have majority consumer representation on its panel, and is 

not binding on the manufacturer. ___ ~ ____ . _________ . __ 

AMENDMENT 13: 

Again, this amendment is an attempt by the manufacturers to limit 

the number of lemons successfully replaced or returned. It serves 

no other real purpose and would only weaken this bill and limit 

the remedies open to the consumer. 

DH:se 



SUGGESTED AMENDMENTS TO HB18 

Amendment #1 

Page 2, line 19, after consumer, add "or that a non-ccnformity is 
the result of abuse, neglect or unauthorized modifications or 
alterations of a motor vehicle by a ccnsumer. 

Amendment *2 
Page 3, line 16, after exist~ delete the word "or" replace with 
"and" 

Amendment *3 

Page 3, line 18, after total of, change 30 or mora days to "60 or 
mC're days". 

Amendment *4 

Page 4, linelO, after procedure, delete "without satisfaction". 

Amendment 1t5 

Page 4, line 11, add new section 8: 

"Nothing in this act shall be construed as imposing any liability 
on a dealer or creating a cause of action by a consumer against 
a dealer under Section 3 of this Act.~ 

Amendment #6 

Add new Section 9: "This act shall apply only to covered motor 
vehicles purchased after its effective date". 



Mr. Chairman, members of the Committee, 
... '.ssociation of Life Underwriters. 

I am Elmer Hausken, Lobbyist for the Montana 

(>~ur Association respectfully asks you to put a do not pass designation on HB 175 
... because: 

On October 15, 1982 P.L. 97-320 and Title VI of that law as amended prohibiting certain 
insurance activities by bank holding companies was signed by the President of the United 

- States. Title VI (The Depository Institutions Amendments of 1982) cites six exceptions 
to the bank holding company prohibitions to sell life insurance. 

- The exceptions protect small communities of 5,000 or less and permit banks to engage in 
credit life, disability and involuntary unemployment insurance and general insurance of 
property, casualty and liability activities. -In addition, those banks with less than $50,000,000 of assets may engage in any insurance 
activity in their area subject to exceptions A, B & C. 

'-There is also a grandfather exception for small finance or banking companies on areas 
covered prior to May 1, 1982. 

"We have no quarrel with these exceptions and emphasize that point here. 

, We do object to the proposed extension of credit life face amounts to become level term 
.,:insurance because it exceeds the proper intent of banking activities by denying complete 

freedom of choice and/or economic savings to be obtained in an open market without the 
. ~erence or implied suggestion that a credit line is at stake. Such things are hard 

.' ~prove, but they exist. In one instance in Helena, the credit life premium was over 
'-twice the amount finally paid to a private insurance agent and the borrower had to be 

harsh to avoid the heavy pressure applied to buy from the bank. 

~e deplore any such activities and ask that you leave Montana banking restrictions as 
they are • 

.. enator Jake Garn and Senator George Mitchell successfully argued in September 1982 that 
it was highly improper to relate insurance sales to credit. 

> might add, }~U believes it is not a proper banking activity to sell credit life On a 
-rarge loan, add the premium to the loan and pay interest On life insurance premiums. 

t is an unfair competitive advantage over other sellers who do not have power to extend 
~ withhold ~redit. Purchasers will purchase insurance from banks simply because they 
will wish to protect their credit. 

Wlank you • 

... 
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ORIGINAL SENATE 
FILE NO. 11 

ENROLLED ACT NO. -12, SENATE 

FORTY-SIXTH LEGISLATURE OF THE STATE OF WYOMING 
1982 SESSION 

AN ACT to create W.S. 40-10-115; and to amend W.S. 40-10-101; 
and by renumbering existing W.S. 40-10-115 as 40-10-116 relating 
to weights and measures; providing that sales of gasoline and 
distillates may be by gross volume;. providing An exception; 
defining sale; And providing for an effective date. 

Be It Enacted by the LegiSlature of the state of Wyoming: 
. 

Section 1. W.S. 40-10-115 is created to read: 

Sale other than 
aS1S un ; except10n; sa e 

(a) Except as provided in subsection (b) of this section, 
the sale of gasoline and distillates on a temperature corrected 
basis or on any basis other than the gross volume of gasoline or 
distillate actually delivered is unlawful. Any contract in 
violation of this section shall be unenforceable to the extent 
of the violation. 

(b) Sellers of motor fuel within this state shall offer to 
prospective purchasers the option to buy the product either by 
gross gallons or on the assumption that the temperature of the 
product is sixty degrees fahrenheit (60°F) or the centigrade 
equivalent. This purchaser option may be exercised only on an 
annual basis and applied only to single deliveries of seven 
thousand five hundred (7,500) gallons or more or the metric 
equivalent. Any adjustments to volumes during the temperature 
compensation process shall be made in accordance with the stan
dards set by the American Society of Testing Materials. 

(c) For purposes of this act, "sale" does not include the 
exchange of gasoline or distillate between refiners or trans
porters of petroleum or petroleum products. 

Section 2. W.S. 40-10-101 is amended to read: 

40-10-101. Definitions. 

- 1 -




