
MINUTES OF THE mETING 
HIGHWAYS AND TRANSPORTATION COMMITTEE 

MONTANA STATE SENATE 

February  1 7 ,  1977 

The e l e v e n t h  mee t ing  o f  t h e  Highways and T r a n s p o r t a t i o n  
Committee w a s  c a l l e d  t o  o r d e r  by Chairman Manning on t h e  above 
d a t e  i n  Room 404 o f  t h e  S t a t e  C a p i t o l  B u i l d i n g  a t  9:30 a.m. 

ROLL CALL: S e n a t o r  E t c h a r t  a r r i v e d  a t  9:50, S e n a t o r  Graham 
was excused  and S e n a t o r  Hegly was a b s e n t .  A l l  o t h e r  members were 
p r e s e n t .  

Those p r e s e n t  t o  t e s t i f y  i n c l u d e d  t h e  f o l l o w i n g :  

James Beck 
S. G. G i l l i a t t  
J . C .  P u r c e l l  
Geof f rey  L. B r a z i e r  
Roland D. P r a t t  
J o h n  B. Ri.gg, Jr. 
L a r r y  Majerus  
Wi l l i am S. G o s n e l l  
Tom Crowley 
B i l l .  Murray 
Dan Murray 
G e r a l d  F. Raunig 
L a r r y  Huss 
Thomas E. S c h n e i d e r  
Ted S t o f f f u s s  
E.  J. Bowlds 

Department o f  Highways 
Genera l  Motors C o r p o r a t i o n  

I 1  I t  I 1  

Consumer Counsel  
Montana Optomet r i c  A s s o c i a t i o n  
Motor V e h i c l e  Manufac tu re r s  Assoc. 
A d m i n i s t r a t i o n  of Motor V e h i c l e s  
L e g i s l a t i v e  F i s c a l  A n a l y s t  
C i t y  E n g i n e e r ,  Missou la  
S e n a t o r  
S e l f  
Montana Auto D e a l e r s  A s s o c i a t i o n  

I 1  I 1  I t  II 

Montana P u b l i c  Emplyees Assoc. 
Montana Highway P a t r o l  
S t a t e  Commission on L o c a l  Government - 

Chairman Manning c a l l e d  upon t h e  subcommittee t o  r e p o r t  on t h e  
b i l l s  t h a t  w e r e  under  c o n s i d e r a t i o n  d e a l i n g  w i t h  t h e  PSC. 

REPORT ON SENATE BILL 391: M r .  J a c k  Burke of  t h e  Montana Power 
Company t o l d  t h e  committee t h a t  t h e  subcommittee had a g r e e d  t h a t  S B  391 
was a  housekeeping measure t h a t  p r o v i d e d  f o r  a  30  day f i l i n g  t i m e  l i m i t .  
t h e  subcommit tee  was i n  agreement  t h a t  t h i s  b i l l  shou ld  b e  recommended 
do p a s s .  

REPORT ON SENATE BILL 392: M r .  J a c k  Burke c o n t i n u e d  h i s  r e p o r t  
n o t i n g  t h a t  t h e r e  had been a n  error i n  t h e  t i t l e  of  t h i s  b i l l  and t h a t  
t h e  l a s t  two words o f  t h e  t i t l e  s h o u l d  b e  amended by s t r i k i n g  "PUBLIC 
UTILITIES" and i n s e r t i n g  "MOTOR CARRIERS". The p u b l i c  u t i l i t i e s  
w e r e  n o t  i n  o p p o s i t i o n  t o  t h i s  b i l l  as amended, b u t  M r .  Burke n o t e d  t h a t  
he c o u l d  n o t  speak f o r  t h e  motor carriers. 

REPORT ON SENATE BILL 374: M r .  Burke commented t h a t  t h e  sub- 
committee was i n  agreement  t h a t  t h i s  b i l l  c o n s t i t u t e d  a  t a x  and t h a t  
t h e r e f o r e  it s h o u l d  e i t h e r  b e  k i l l e d  o r  s e n t  t o  t h e  F i n a n c e  and Cla ims 
Committee. The u t i l i t i e s  w e r e  i n  o p p o s i t i o n  t o  t h e  b i l l .  



Page two 
Highways and  T r a n s p o r t a t i o n  February  1 7 ,  1977 

KEPORT ON SENATE BILL 367: M r .  Rob Smith  o f  t h e  P u b l i c  S e r v i c e  
Commission l e g a l  s t a f f  r e p o r t e d  t h a t  t h e  subcommittee mee t ing  d e c i d e d  
upon some amendments t o  t h i s  b i l l .  On page  1, s e c t i o n  1, l i n e  25, 
t h e  words "24 h o u r s "  s h o u l d  b e  s t r i k e n  and t h e  words "two b u s i n e s s  
days"  s h o u l d  b e  i n s e r t e d .  

REPORT ON SENATE BILL 375: M r .  Smi th  n o t e d  t h a t  t h e  w i t n e s s e s  
seemed t o  be  i n  agreement  w i t h  t h e  amendments t h a t  had been s u b m i t t e d  
t o  t h e  s e c r e t a r y  by t h e  PSC on February  15. 

REPORT ON SENATE BILLS 366 & 390: M r .  Smi th  commented t h a t  t h e s e  
b i l l s  w e r e  a c c e p t a b l e  t o  t h e  subcommittee a s  i n t r o d u c e d .  

REPORT ON SENATE BILL 362: M r .  Smi th  t o l d  t h e  committee t h a t  
t h e  B r a z i e r  amendments w e r e  a c c e p t a b l e  t o  t h e  subcommittee and t h e  PSC. 

M r .  B r a z i e r  t e s t i f i e d  t h a t  t h e  subcommittee g o t  t o g e t h e r  on  t h e  
language and had a g r e e d  on s e v e r a l  amendments. (See At tached  #1) 
These amendments would make s u r e  t h a t  t h e  P r o t e s t a n t s  would f i l e  t h e i r  
t e s t i m o n y  and e x h i b i t s  o n l y  a f t e r  t h e  a p p l i c a n t s  had f i l e d  t h e  same. 

CONSIDERATION OF SB 426 & SB 386: S e n a t o r  Wi l l i am Murray, c h i e f  
s p o n s o r  o f  t h e  l e g i s l a t i o n  t e s t i f i e d  t h a t  SB 386 p roposes  t h e  r e g u l a t i o n  
of t h e  r e l a t i o n s  between t h e  new c a r  d e a l e r s  and t h e  f a c t o r y .  The 
b i l l  c o v e r s  a  number o f  d i f f e r e n t  a r e a s  such  a s  l i c e n s i n g , l i a b i l i t y ,  
a p p e a l s ,  etc.  Sen.  Murray t u r n e d  t h e  t e s t i m o n y  over  t o  M r .  J e r r y  
Raunig of  t h e  Montana Auto D e a l e r s  A s s o c i a t i o n .  

M r .  Raunig s a i d  t h a t  he  would a d d r e s s  h i s  comments t o  b o t h  SB 386 
and t o  SB 426. These b i l l s  w e r e  i n t r o d u c e d  a s  a  r e s u l t  o f  t h e  problems 
c r e a t e d  b e c a u s e  t h e  d e a l e r s  d o  n o t  own t h e  f r a n c h i s e s .  The m a n u f a c t u r e r s  
a r e  a b l e  t o  w e i l d  economic power o v e r  t h e  d e a l e r s .  They make d e c i s i o n s  
f o r  t h e  d e a l e r s  o n  such  t h i n g s  a s  t h e  a d s  t h e y  a r e  r e q u i r e d  t o  buy,  
e x p a n t i o n  o f  f a c i l i t i e s ,  e tc . ,  and when t h e  d e a l e r s  r e f u s e  t o  comply, 
t h e  m a n u f a c t u r e r s  t h r e a t e n  t o  c a n c e l  t h e  f r a n c h i s e  and i n  some c a s e s  
t h e y  have  done so.  SB 386 and S B  4 2 6  would g i v e  t h e  Montana new c a r  
d e a l e r s  added p r o t e c t i o n  a g a i n s t  t h e  undo h a r d s h i p s  t h a t  t h e  m a n u f a c t u r e r s  
can  p e r p e t r a t e .  37 s t a t e s  now have such  p r o t e c t i n g  laws.  With t h e  
d i f f e r e n c e  i n  t h e  economic power p o s i t i o n s ,  t h e  s t a t e  must a r b i t r a t e .  

M r .  Dan Murray, a  former  new c a r  d e a l e r  from Lewistown, t e s t i f i e d  
a s  t o  a  p e r s o n a l  e x p e r i e n c e  i n  which t h e  m a n u f a c t u r e r  r e q u i r e d  him t o  
b u i l d  a  new f a c i l i t y  which h e  c o u l d  n o t  a f f o r d  a t  t h e  t i m e .  When he  
was u n a b l e  t o  comple te  t h e  new f a c i l i t y  due t o  t h e  l a c k  o f  f u n d s ,  t h e  
m a n u f a c t u r e r  c a n c e l l e d  t h e  f r a n c h i s e  a s  o f  December 31, 1976. 

M r .  George Vucanovich, a  Helena a u t o  d e a l e r ,  t e s t i f i e d  t h a t  he  had 
a l s o  had a  p e r s o n a l  e x p e r i e n c e  w i t h  t h e  m a n u f a c t u r e r s  c o n c e r n i n g  p r o d u c t  
l i a b i l i t y  i n  which he  was r e q u i r e d  t o  pay one-ha l f  o f  t h e  damages i n  
a  law s u i t  o v e r  some l a t e n t  d e f e c t s  i n  a  v e h i c l e  he  hand led .  (At tached  # 2 )  
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M r .  L a r r y  HUSS,  r e p r e s e n t i n g  t h e  Montana Auto D e a l e r s  A s s o c i a t i o n  
t e s t i f i e d  t h a t  he  t o o  was a p p e a r i n g  i n  s u p p o r t  of  b o t h  SB 386  and 
S B  426. A s  a n  example o f  t h e  t y p e  of  a c t i o n s  t h a t  t h e  m a n u f a c t u r e r s  
t a k e  a g a i n s t  t h e  a u t o  d e a l e r s ,  M r .  Huss gave  t h e  h i s t o r y  beh ind  a  
c a s e  t h a t  he h a s  t a k e n  o v e r  f o r  a  c l i e n t .  The c a s e  i n v o l v e d  t h e  
problems o f  hand ing  a  d e a l e r s h i p  down t o  a n o t h e r  r e l a t i v e  a t  t h e  
t i m e  o f  r e t i r e m e n t  o f  t h e  c u r r e c t  d e a l e r .  The m a n u f a c t u r e r  r e f u s e d  
t o  a l l o w  t h e  d e a l e r s h i p  t o  remain  i n  t h e  f a m i l y ,  t h u s  d e p r i v i n g  t h e  
d e a l e r  o f  t h e  a b i l i t y  t o  t r a n s f e r  h i s  b u s i n e s s .  

M r .  Huss c o n t i n u e d  h i s  t e s t i m o n y  by e x p l a i n i n g  t h a t  t h e  p u r p o s e  
of  t h e  l e g i s l a t i o n  i s  t o  have  t h e  s t a t e  i n t e r v e n e  where economic i n t e r e s t s  
a r e  such  t h a t  t h e  s m a l l  Montana d e a l e r  c a n n o t  g e t  a  f a i r  s e t t l e m e n t  from 
some o f  t h e  l a r g e s t  c o r p o r a t i o n s  i n  t h e  wor ld .  By a d j u s t i n g  t h e  
economic i n t e r e s t s ,  t h e  two p a r t i e s  w i l l  be  p u t  on e q u a l  f o o t i n g .  

M r .  Huss t h e n  e x p l a i n e d  S B  386 s e c t i o n  by s e c t i o n .  I n  c o v e r i n g  
SB 426, M r .  Huss commented t h a t  it had been c o p i e d  from Wisconsin  
s t a t u t e s ,  w h i l e  SB 386  was c o p i e d  from Ar izona  where t h a t  law h a s  been 
i n  e f f e c t  f o r  f o u r  y e a r s .  

Appear ing  a s  an  opponent ,  M r .  J a c k  Rigg,  r e p r e s e n t i n g  t h e  Motor 
V e h i c l e  M a n u f a c t u r e r s  A s s o c i a t i o n ,  s a i d  t h a t  t h e  A s s o c i a t i o n  had t a k e n  
no p o s i t i o n  on t h e  b i l l s ,  b u t  t h a t  i n  t h e  a b s e n s e  o f  a  r e p r e s e n t a t i v e  
of  t h e  C h r y s l e r  C o r p o r a t i o n ,  h e  had been asked  t o  p r e s e n t  a  w r i t t e n  
s t a t e m e n t  from t h a t  C o r p o r a t i o n  and comment on t h e i r  p o s i t i o n .  (See 
At tached  # 3 )  I n  c o n c l u s i o n  t o  t h e  w r i t t e n  t e s t i m o n y  o f  C h r y s l e r ,  M r .  
Rigg t o l d  t h e  commit tee  t h a t  t h e r e  would b e  s e r i o u s  q u e s t i o n s  r a i s e d  
c o n c e r n i n g  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  two b i l l s  i n  t h a t  t h e y  would 
a l t e r  e x i s t i n g  c o n t r a c t s  be tween the  d e a l e r s  and t h e  m a n u f a c t u r e r s .  

M r .  S i d  G i l l i a t t ,  r e p r e s e n t i n g  G e n e r a l  Motors C o r p o r a t i o n ,  
t e s t i f i e d  t h a t  GM o b j e c t e d  t o  t h e s e  b i l l s  f o r  s e v e r a l  r e a s o n s .  
1) SB 3 8 6  d o e s  n o t  p e r m i t  t h e  t e r m i n a t i o n  o f  a f r a n c h i s e  when i t  i s  
i n  t h e  p u b l i c  i n t e r e s t  t o  do so .  Three  examples o f  when it migh t  be 
i n  t h e  p u b l i c  i n t e r e s t  t o  do  s o  would i n c l u d e :  a )  when t h e  d e a l e r  w a s  
c l o s e d  f o r  s e v e n  c o n s e c u t i v e  d a y s ,  something now f o r b i d d e n  by c o n t r a c t ;  
b)  when t h e  d e a l e r  i s  c o n v i c t e d  o f  a  f e l o n y ;  c )  i f  t h e  l i c e n s e  of  t h e  
d e a l e r  i s  revoked by t h e  s t a t e .  The s t a t e  o f  F l o r i d a  i s  c u r r e n t l y  
e x p e r i e n c i n g  a s e r i o u s  s i t u a t i o n  w i t h  d e a l e r s h i p s  because  o f  a l a r q e  
f r a u d  t h a t  h a s  been uncovered.  But s t a t e  law f o r b i d s  GM from t e r m i n a t i n g  
t h e  f r a n c h i s e s  o f  t h o s e  i n v o l v e d  w i t h o u t  90 day n o t i c e .  

2 )  A s  a  second r e a s o n  why GM o b j e c t s  t o  t h e  b i l l s ,  M r .  G i l l i a t t  
s a i d  t h a t  t h e  b i l l  c o n t a i n s  no  way t o  d i s q u a l i f y  a  p e r s o n  a p p l y i n g  f o r  
d e a l e r s h i p  t h r o u g h  t h e  p a s s i n g  down of  a  d e a l e r s h i p  a s  o u t l i n e  i n  S B  426. 
The m a n u f a c t u r e r s  might  b e  f o r c e d  t o  t a k e  on a  f e l o n ,  a  p e r s o n  w i t h  
whom t h e  company had had a  p r e v i o u s  u n s a t i s f a c t o r y  r e l a t i o n s h i p ,  o r  a 
p e r s o n  who a l r e a d y  had m o s t  o f  t h e  d e a l e r s h i p s  i n  a  town, t h e r e b y  c r e a t i n g  
a  monopoly i n  a  c e r t a i n  a r e a .  

3 )  The t h i r d  r e a s o n  why GM o b j e c t s  t o  t h e  b i l l s  a s  e x p l a i n e d  t o  
t h e  committee by M r .  G i l l i a t t  w a s  t h a t  t h e  d e a l e r  would b e  a b l e  t o  
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i n i t i a t e  a n  a u t o m a t i c  r e s t r a i n i n g  o r d e r  on t h e  m a n u f a c t u r e r s .  I t  h a s  
been t h e  e x p e r i e n c e  o f  GM t h a t  r e s t r a i n i n g  o r d e r s  c a n  b e  f r i v o l o u s ,  
e s p e c i a l l y  i f  t h e y  a r e  n o t  r e q u i r e d  t o  show harm i n  o r d e r  t o  o b t a i n  
one. T h i s  c o n s t i t u t e s  t h e  d e n i a l  o f  due p r o c e s s  o f  law and GM h a s  
moved a g a i n s t  such  laws i n  f o u r  s t a t e s  f o r  t h e  same r e a s o n  and t h e  
laws a r e  c u r r e n t l y  u n d e r  review.  I n  Georg ia  t h e  law was d e c l a r e d  
u n c o n s t i t u t i o n a l .  

M r .  G i l l i a t t  n o t e d  t h a t  GM was n o t  opposed t o  r e a s o n a b l e  r e g u l a t i o n ,  
b u t  t h a t  t h e y  s h o u l d n o t  b e  d e n i e d  due p r o c e s s .  GM i s  i n  agreement  
w i t h  C h r y s l e r ' s  s t a t e m e n t  t h a t  t h e s e  b i l l s  would i n t e r f e r e  w i t h  e x i s t i n g  
c o n t r a c t s  and  a r e  t h e r e f o r e  u n c o n s t i t u t i o n a l .  

I n  c o n c l u s i o n  t o  h i s  t e s t i m o n y  on  S B  386, M r .  G i l l i a t t  r e a d  
t h r o u g h  S B  386 s e c t i o n  by s e c t i o n  n o t i n g  G M ' s  o b j e c t i o n s  t o  t h e  
s p e c i f i c  language.  (See A t t a c h e d  # 4 )  

I n  commenting on SB 426, M r .  G i l l i a t t  s t a t e d  t h a t  t h e r e  was a  
c o n f l i c t  between SB 386 and SB 426. I n  a d d i t i o n ,  GM h a s  a  s u c c e s s o r  
c l a u s e  i n  t h e i r  c o n t r a c t  i n  which GM i s  o b l i g e d  t o  g i v e  t h e  d e a l e r s h i p  
t o  t h e  s u c c e s s o r  f o r  two y e a r s  t o  see i f  i t  w i l l  work o u t  a l l  r i g h t .  
T h i s  p r o v i s i o n  h a s  been i n  t h e  c o n t r a c t s  s i n c e  1955 and i n  e v e r y  
i n s t a n c e  t h e  nominee h a s  q u a l i f i e d  t o  keep t h e  f r a n c h i s e  a f t e r  t w o  
y e a r s .  GM h a s  t e r m i n a t e d  o n l y  two d e a l e r s h i p s  i n  Montana i n  t h e  
l a s t  f i v e  y e a r s  and i n  b o t h  c a s e s ,  t h e  d e a l e r  d i e d .  

M r .  John  P u r s e l l ,  a l s o  o f  G e n e r a l  Motors ,  t e s t i f i e d  t o  t h e  commit- 
tee on t h e  w a r r a n t y  a s p e c t s  o f  t h e  b i l l .  H e  n o t e d  t h a t  page  8 ,  s e c t i o n  
4 ,  l i n e s  16 t o  20 w e r e  n o t  i n c l u d e d  i n  t h e  Ar izona  law t h a t  SB 386 was 
supposed ly  t a k e n  from. H e  f u r t h e r  commented t h a t  t h i s  was a n t i - c o n -  
sumer b e c a u s e  t h e  d e a l e r  can  r a i s e  t h e  cus tomer  r e t a i l  r a t e  t o  g e t  
a  h i g h e r  w a r r a n t y  rate. G M ' s  method o f  re imbursement  f o r  w a r r a n t y  
work pays  t h e  d e a l e r  t h e  cost  of  mechan ic ' s  wages p l u s  120% f o r  t h e  
c o s t  o f  d o i n g  b u s i n e s s ,  r e i m b u r s e s  100% o f  t h e  f r i n g e  b e n e f i t s  t o  t h e  
mechanics p l u s  50% o f  t h e  f r i n g e  b e n e f i t s  t o  t h e  d e a l e r  f o r  t h e  c o s t  
o f  a d m i n i s t r a t i n g  t h e  f r i n g e  b e n e f i t s .  T h i s  sys tem i s  a p p l e d  t h e  same 
way t o  a l l  d e a l e r s  t o  be c e r t a i n  o f  t h e  f a i r n e s s  of t h e  system. GM 
a l s o  pays  t h e  d e a l e r s  a c l a i m s  advance s o  t h a t  t h e y  do n o t  have  t o  
o p e r a t e  on t h e i r  own c a p i t a l  w a i t i n g  f o r  t h e  r e t u r n  o f  t h e i r  c o s t s .  
61% have w a r r a n t y  r a t e s  e q u a l  t o  t h e  r e t a i l  r a t e  and 86% a r e  w i t h i n  
$ 1  o f  r e t a i l ,  based  o n  t h e  s t a t e d  r a t e  o f  t h e  d e a l e r .  

T h i s  fo rmula  f o r  w a r r a n t y  work, M r .  P u r s e l l  t e s t i f i e d , i s  b a s e d  
o n  t h e  o p e r a t i n g  r e p o r t  t h a t  a l l  t h e  d e a l e r s  must  f i l e  w i t h  t h e  man- 
u f a c t u r e r s .  The d e a l e r  g r o s s  p r o f i t  f o r  w a r r a n t y  r e p a i r  i s  52% and 
t h e  d e a l e r  g o r o s s  p r o f i t  f o r  cus tomer  r e p a i r  i s  52.2%. The d e a l e r s '  
r e t a i l  r a t e  i s  i n  c o n t i n u a l  v a r i a n c e  a s  t h e y  may g i v e  b r e a k s  t o  s p e c i a l  
c u s t o m e r s ,  t h e y  may r u n  s p e c i a l s ,  a l l  r e d u c i n g  t h e  s t a t e d  r e t a i l  r a t e s .  

M r .  P u r s e l l  s t a t e d  t h a t  t h e  o n l y  l i t i g a t i o n  t h a t  h a s  e v e r  t a k e n  
p l a c e  on  t h e  GM formula  was i n  Tennessee  i n  which a  f e d e r a l  c o u r t  r u l e d  
t h a t  t h e  GM fo rmula  was t h e  same a s  t h e  r e t a i l  r a t e .  GM h a s  been 
o p e r a t i n g  on  t h a t  d e c r e e  s i n c e  it was handed down i n  1971. E i g h t  s t a t e s  
have s imilar  l aws  and no s t a t e  h a s  c h a l l e n g e d  t h e  Tennessee  c o n s e n t  d e c r e e  
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M r .  P u r c e l l  s u g g e s t e d  t h a t  S B  3 8 6  s h o u l d  b e  amended on page 8 ,  
l i n e s  19  and 20 s o  t h a t  t h e  b i l l  would i n d i c a t e  t h a t  t h e  r a t e s  would 
be e s t a b l i s h e d  on a  f a i r  and r e a s o n a b l e  b a s i s .  T h i s  l anguage  c o u l d  
be t a k e n  from Maryland law. (See At tached  #5) 

Chairman Manning opened t h e  mee t ing  f o r  q u e s t i o n s .  S e n a t o r  
Hazelbaker  a sked  i f  p r o d u c t  l i a b i l i t y  i s  removed from t h e  d e a l e r  i n  
a l l  c a s e s .  M r .  Huss answered t h a t  t h e  law h o l d s  t h e  d e a l e r  l i a b l e  i f  
t h e  work i s  done n e g l i g e n t l y .  

S e n a t o r  Smith  asked  i f  t h e  b i l l  changes  t h e  l i a b i l i t y  t o  t h e  
m a n u f a c t u r e r ,  when a  consumer comes i n  w i t h  w a r r a n t y  work on  a car 
t h a t  was bought  o u t  o f  s t a t e ,  would t h e  consumer b e  f o r c e d  t o  go  back 
t o  t h e  p e r s o n  from whom t h e  c a r  was purchased .  M r .  Huss s a i d  t h a t  
t h i s  b i l l  d o e s  n o t  change t h a t .  The d e a l e r s  a r e  r e q u i r e d  t o  do a l l  
w a r r a n t y  work. T h i s  b i l l  o n l y  s a y s  t h a t  t h e  m a n u f a c t u r e r  i s  r e s p o n s i b l e  
f o r  l a t e n t  d e f e c t s  i n  a v e h i c l e .  S e n a t o r  Smith  asked  t h a t  t h e  q u e s t i o n  
h e  answered by a  r e p r e s e n t a t i v e  from GM a l s o .  M r .  G i l l i a t t  responded 
t h a t  t h e  g e n e r a l  p r a c t i c e  w i t h  d e a l e r s  i s  t o  r e q u i r e  them t o  pe r fo rm 
a l l  w a r r a n t y  work r e g a r d l e s s  o f  where t h e  v e h i c l e  was p ruchased .  
M r .  Huss added t h a t  i f  a  d e a l e r  r e f u s e d  t o  do  w a r r a n t y  work t h e n  t h e  
m a n u f a c t u r e r  c o u l d  c a n c e l  t h e  f r a n c h i s e .  T h i s  b i l l  does  n o t  a f f e c t  
t h e  m a n u f a c t u r e r s '  a b i l i t y  t o  do t h a t .  

S e n a t o r  Lockrem asked  i f  t h e  GM r e p r e s e n t a t i v e s  had a copy of 
t h e i r  m a s t e r  f r a n c h i s e  c o n t r a c t .  M r .  G i l l i a t t  s a i d  t h a t  he d i d  n o t  
have one  w i t h  him a t  t h e  t i m e  b u t  would s e n d  one when he  a r r i v e d  back 
i n  D e t r o i t .  

S e n a t o r  Lockrem a s k e d  why t h e r e  w e r e  no  d e a l e r s  h e r e  a t  t h e  h e a r i n g .  
M r .  Raunig answered t h a t  t h e y  c o u l d  n o t  g e t  them h e r e  t o  t e s t i f y  
b e c a u s e  t h e y  f e a r e d  economic r e t r i b u t i o n  i f  t h e  b i l l  does  n o t  p a s s .  

Senabor  Hager a sked  a b o u t  t h e  d e f i n i t i o n  o f  t h e  d e s i g n a t e d  
f a m i l y  member i n  SB 4 2 6  a n d w h e t h e x a n o t  it d i s i n h e r i t t e d  adop ted  
c h i l d r e n .  M r .  Huss answered t h a t  it d i d  n o t  a s  adop ted  c h i l d r e n  
have  a l l  t h e  r i g h t s  of  b l o o d  r e l a t i v e s  i n  Montana. 

I n  c l o s i n g  M r .  Huss commented t h a t  t h e  C h r y s l e r  s t a t e m e n t  w a s  
m i s l e a d i n g  and t h a t  C h r y s l e r  was opposed t o  t h e  g e n e r a l  p r i n c i p l e s  
of t h e  b i l l .  C h r y s l e r  had  j u s t  c a n c e l l e d  a  d e a l e r s h i p  i n  Cut  Bank 
and had t h r e a t e n e d  t o  do t h e  same t o  a d e a l e r  i n  K a l i s p e l l .  A s  t o  
t h e  c o n s t i t u t i o n a l i t y  o f  t h e  p r o p o s a l ,  t h e  Ar izona  law was tested i n  
c o u r t  and t h e  Supreme C o u r t  o f  t h e  s t a t e  uphe ld  i t s  c o n s t i t u t i o n a l i t y .  
The p roof  o f  p u b l i c  i n t e r e s t  s e c t i o n  w a s  n o t h i n g  new, a s  it a p p l i e d  
t o  t h e  motor  c a r r i e r s  t o d a y ;  no  new p r e c e d e n t s  w e r e  b e i n g  set.  

M r .  Huss s a i d  t h a t  a s  f o r  t h e  c o s t  o f  a t t o r n e y ' s  f e e s ,  Montana 
s t a t u t e r e q u i r e s t h a t  i f  one  side c a n  s u e  f o r  t r e b l e  damages, t h e n  t h e  
o t h e r  side c a n ,  t o o .  A s  f o r  t h e  s u c c e s s o r s '  ac t ,  t h e  m a n u f a c t u r e r s  
now have  t h e  r i g h t  t o  approve  t h e  s u c c e s s o r ,  t h e r e b y  n e c e s s i t a t i n g  t h i s  
a c t .  M r .  Huss commented t h a t  GM does  n o t  want  t o  pay t h e  g o i n g  r a t e  
f o r  w a r r a n t y  work and t h a t  it h a s  n o t h i n g  t o  do w i t h  t h e  consumer o r  
G M ' s  concern  f o r  them. The a c c u s a t i o n  t h a t  l o c a l  d e a l e r s  would r a i s e  
t h e  r a t e s  was r e d i c u l o u s .  
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M r .  Huss s a i d  t h a t  t h e  GM advancements f o r  warranty  work were 
mis lead ing  t h e  committee, f o r  t h e r e  was a  d e a l e r  i n  B i l l i n g s  who 
r i g h t  now had $1200 worth of warranty  work done t h a t  GM r e f u s e s  t o  pay. 
The d e f i n i t i o n  of g r o s s  p r o f i t s  i n c l u d e s  a l l  of t h e  normal b u s i n e s s  
c o s t s ,  no t  j u s t  l abo r .  I n  conclusi .on,  M r .  Huss s a i d  t h a t  he agreed  
t h a t  SB 386 was i d e n t i c a l  t o  t h e  Arizona l a w  excep t  t h a t  t h e  war ran ty  
p r o v i s i o n  w a s  n o t  inc luded  i n  Arizona. Everywhere t h e  r e p r e s e n t a t i v e s  
t r a v e l e d  i n  Montana, they  were asked f o r  t h a t  s p e c i f i c  p rov i s ion .  

Chairman Manning al lowed t h e  GM r e p r e s e n t a t i v e s  t o  close w i t h  
t h e i r  comments be ing  t h a t  they  had t r a v e l e d  such long d i s t a n c e s  t o  come 
t o  t h i s  meeting. M r .  G i l l i a t t  thanked t h e  chairman and t h e  committee 
f o r  t h a t  oppor tun i ty .  He s a i d  t h a t  GM was n o t  opposing t h e  r i g h t s  of 
success ion  b i l l  (SB 426) f o r  t hey  had been a b i d i n g  by t h e  same t y p e s  
of p r o v i s i o n s  i n  t h e i r  own c o n t r a c t s  s i n c e  1955. GM does  no t  approve 
t h e  s u c c e s s o r s ,  they a r e  g iven  a two y e a r  t r i a l  p e r i o d ,  and i n  no 
c a s e  were any o f  the f r a n c h i s e s  c a n c e l l e d  a f t e r  t h e  t r i a l .  A s  t o  
t h e  war ran ty  p r o v i s i o n s ,  GM had no o b j e c t i o n  t o  paying t h e  going r a t e  
t o  t h e  d e a l e r  i f  it i s  j u s t i f i e d  by what t h e  mechanic i s  p a i d  and by 
t h e  f r i n g e  b e n e f i t s  g iven  t o  t h e  mechanics. 

CONSIDERATION OF SENATE BILL 420: M r .  Tom Crowley, t h e  c i t y  
engineer  i n  Missoula ,  t e s t i f i e d  t o  t h e  committee t h a t  he had a  l e t t e r  
from t h e  o r i g i n a t o r  of  t h e  b i l l  i n d i c a t i n g  t h a t  some o f  t h e  wording 
had been changed i n  d r a f t i n g  and could l e a d  t o  problems l a t e r  i n  
implementing t h e  b i l l .  (See Attached # 6 )  The b i l l  i s  n o t  c o n t r o v e r s i a l  
and t h e  Department of Highways D i r e c t o r  i s  a proponent o f  t h e  b i l l .  
The l e t t e r  o f f e r s  some o f  t h e  s en t imen t s  as w e l l  a s  sugges ted  amendments 
t o  t h e  b i l l .  There i s  r easonab le  cause  f o r  t h e  b i l l  because Bozeman 
had been sued and l o s t  t h e i r  c a s e  and Missoula had been sued and won 
t h e i r  ca se .  I t  would r e a l l y  be  a  shame t o  spend a l l  of t h e  t i m e  i n  
c o u r t  b e f o r e  a  p r o j e c t  cou ld  be  s t a r t e d .  I f  t h e  c i t y  wanted t o  widen 
t h e  s idewa lks ,  i f  t h e  Highway Department approved t h e  p r o j e c t ,  t h e  
c i t y  would be  a l lowed t o  l e t  t h e  c o n t r a c t s .  

'ADJOURNMENT: There being no f u r t h e r  b u s i n e s s ,  t h e  meeting was 
adjourned a t  11:05 a.m. 

@&LL4</ h&""+' . 
DAVE MANNING,  CHAIRMAN 



ROLL CALL --- ---- 

HIGHWAYS AND TRANSPORTATION- COMMITTEE 

45th LEGISLATIVE SESSION - - 1977 Date 
-- .- - 

-- -- - - - -- --- 

NAME PRESENT 
- --- 

Dave Manning, Chairman I d  
Larry Aber, Vice Chairman 

Tom Hager 
.- -- 

-" 

Frank Hazelbaker L" 
--- A 

Lloyd Lockrem I V  
Mark Etchart 

Carroll Graham I 

John Healy 
. - 

Richard Smith 
- - -- 

L/ /  

Russell Bergren i/- 
- -- -- - - - - 

- 

ABSENT 
- - 



SENATE COMMITTEE 

B I L L  gq/( --A- 386, VISITORS ' REGISTER DATE 2 1 ' 7  - -  . 

4 a  
-. - . . . -- - . - -. -- - - 

NAME 
-- -. - - . . . 



H L P .  JOE Q I J 1 1  I (z i .  L I ~ A I # ~ M A N  

S t N .  7 t t 0 M A S  t. IOWE 
R E P .  O L N N I S  C A S F Y  

S1.N. ED B 5 I 4 I T H  

MONTANA CONSUMER COUNSEL 
34 W. SIXTH A V E N U E  

t iE I -ENA.  M O N T A N A  59601 

February 15, 1977 

TO: Senator Carroll Graham FROM: Geoffrey L .  Brazier 
Scna tor  Larry Aber tilontana Consu~lier Counsel 
Senator Richard Smi t h  
Members of the Senate Highway and 
Transportation Co~ii~ni t t e e ' s  
Subcornmi t t e e  for  Senate Bi 11 362 

Di?ar Chair~nan and Met~ibers of the Subcommittee: 

This i s  t o  advise tha t  the Montana Consumer Counsel and the Montana Public 
Service Conlmission have discussed the matter of amending Senate Bill  362 and 
have agreed tha t  the following amendments could be made which would speak to  the 
Consumer Counsel's problems. 

The bi 11 should be amended by: 

1. Reinserting the words "f4o changes" and "revisions" on l i n e  2 2 ,  page 1 
I 

of the b i l l  and delet ing the word "changes" from the same l ine  and the word 
"revisions" from l ine  23, page 1 of the b i l l .  - 

2.  Reinserting the following language cornniencing a t  l i n e  25,  page 1 of I 

the b i l l  and ending a t  l i n e  1 ,  page 2 of the  b i l l :  I 

I 

"any rai l road without f i r s t  obtaining approval therefor fro~n the 
board. Such changes or revis ions sha l l  be made by" 

(These delet ions were made by the  Legislat ive Council and are  substantive 
in nature.)  

3 .  Rewriting paragraph ( 3 )  beginning a t  l i n e  16, page 4 of the b i l l  t o  read 
as follows: 

" ( 3 )  Protestants of any r a t e  changes sha l l  f i l e  with the board 
such prepared testimony and exh ib i t s  a s  they will introduce 
a t  the public hearing. Such testimony and exhibi ts  sha l l  be 
f i l e d  with the board not l a t e r  than 30 days a f t e r  the suspension 
of proposed t a r i f f  revis ions,  or  n o t  l a t e r  than 30 days a f t e r  
the rai l road has f i l e d  s u f f i c i e n t  prepared testimony and exhi bi t s ,  
whichever occurs f i rs  t. " 

b (The above ainendinent dssures t h a t  r a i l roads  w i  11 f i l e  testimony and exhib i t s  
f i r s t  and tha t  protestants  will  then f i l e  testimony and exhibi ts  in response there to . )  



STATEMENT OF GEORGE VUCANOVICH 

I appear in support of Senate Bill No. 386, pending 

before this committee which among other things proposes to 
a- 

limit dealer's liability where a defect in the product has 

originated with the manufacture and exists at the time the 

product is resold to the general public. 

These defects, for the most part, are not readily 

apparent but are latent defects. 

In November of 1972, I sold a 1973 Cheyenne 1/2 ton 4- 

wheel drive pick-up to a party not residing in Helena. The 

truck was warranted as free from certain defects by General 

Motors Corporation. 

Very shortly after the truuk was delivered, the owner 

noted a defect in the truck which was diagnosed as "a bent - 
and sprung frame". I called that fact to the attention of 

the representative of the manufacturer and he, in turn, 

notified me not to work on the vehicle. The manufacturer's 

representative had offered to repair the defect but the pur- 

chaser would not accept a repair and demanded a new vehicle. 

The purchaser then filed a complaint in the District 

Court alleging that the vehicle had been purchased from me 

and was warranted from defects by General Motors and that 

immediately thereafter the defect was noticed and diagnosed 

as "a bent and sprung frame". Both my company and General 

Notors Z ~ r p o i s t i ~ i i  were naned as Defendants in t he  suit. 
I 

The matter proceeded to trial and judgment was entered 

against both myself and General Motors for the defect. 

General r"~otdrs paid one-half of the judgment and I was 

required to pay the other one-half, although my company had 

nothing to do with the defect and it originaked before it 



was r ece ived  by me and s o l d  t o  t h e  purchaser .  

I t  i s  p a t e n t l y  u n f a i r  and u n j u s t  t h a t  t h e  d e a l e r  should 

be r e s p o n s i b l e  f o r  l a t e n t  d e f e c t s  of which he can have no 

p o s s i b l e  knowledge p r i o r  t o  s e l l i n g  t h e  same, and c e r t a i n l y  

a p roduc t  t h a t  he d i d  n o t  h e l p  manufacture.  

I n  t h e  event  t h a t  t h i s  b i l l  i s  passed,  t h e  d e a l e r  would 

n o t  be he ld  r e s p o n s i b l e  f o r  t h e  l a t e n t  d e f e c t s  and t h e  

burden p laced  where it should be ,  upon t h e  manufacturer .  

Respec t fu l ly  , 



ment  to the Baltimore City Court or the circuit court of the county as the 
rage may I)e, mh~rein the dealer. manufacturer, distributor or fnr-tory 
hranch resides. 

( 5 )  To resort t;o or  upe any at11 ~r t i sement  in connection with his or i ts  
tlll~iness which cct~ttai~ls an  inserlbn, representation or statement of fact 
shich is fnlse, dect.ptive, or  midl ~tling. 

( 6 )  To prevent or attempt to wevent by contract or  otherwise any 
dealer or any owner, partner, o r  slockholtler of any dealer from selling or 
transferring any part of the o.rvnsrship interest of any of them to any 
nlher person or  persons o r  party or parties; but no dealer, owner, partner, 
or ~tockholtler may sell, trailqfer or  assign the franchise o r  any right there- 
under without ttle consent ~f the manufacturer, distributor, or factory 
branch, which c o ~ s e n t  ahail not be urtrensonably withheld. 

(b) Violation I,IP any provisions of this section subjects any violator to 
whom the licensing provisions of this part apply to the administrative 
unctions of this pa,rt; and to criminal prosecution. (1972, ch. 644, fj 3.) 

, 5 5-707. When li ense may be refused, suspended or mvoktd; 
I hearin1 : contempt; apped. 

b la)  The Adrnirlir wtion rnTy  refuse, auspend, or  revoke any license 

/ hued under t h i ~  p: t if the Department finds that any manufacturer, 
distributor. or factot . branch which is licensed or  required to be licensed 
under this part  h~ : 

i 

(1) Violated qny llrovision of this Par t  VII or Is performing or at- 
tempting to perfqrm any act prohibited by this Part VII. 

(2) Failed to  comply with any written warranty ogreemer~t. 
(3) Failed to reasonably rompensate any authorized motor vehicle 

dealer who perfomla work to rectify the licensee's product o r  warranty 
defects, or  deliverq- and prepnrntion obligations. In the determinnlion of 
what constitutes rea,sonable compensation under this law, the factors to  
be given consideration shdl  incll~de,. among others, the comijensntion being 
paid by other l ice~~sees to thrir  dealers, the prevailing wage rnte Leirig 
paid by the dealerg. and the prevailing labor rate being chnrrred by the 
dealers, in the city community in which the denler is  rloir~g b\lsi~wss. 

(b) T ~ I I ~  Adnlir~i :I 1 :\[ion s l ~ ; ~ l l  auq;bcntl o r  rcvctkr nny lir.ense ir;.sued 
under Illia part orllv :tTtrr :I I,c,aring. At 1e;tst tt.11 (10)  tlnya {~r.icft- to the 
dntc set fc r the hen1 i n r ,  the Jh*l*nrtn)ont sh:ilI notify t l ~ c  licel~sce in I\ ritinj: 
of  any ch trge qntlr* awl afford the licerlsee an oppol-tultit~. to Ilr 1iC;trt! i l k  

person R I I ~ I  by C O ~ I I ~ S P I  in  reference tliereto. The written nntire sll:~ll be 
?rn-pd hy rli.]ivep to t \ l ?  l icens~e by rcgistertd mail to the Iulsinesu :t(l( lt i 's3 

of the licr nsee of rccorll with the Depilrtment. The hearing on the rlt;lrt:es 
 hall Ile a t  a t ime and place the  Administration prescribes. The Adminis- 
tration way subpoena and hring before it any genon o r  dncuments, and 
take the 'estimony of any person under oath in the manner prmribed in 
judidal I medurn  in t he  eourta of this State in dd) m M b  the aJm 
fm rnd 011- w ptnvfM law In civil c+sclr. 



Missoula, Montana sseo 

T b i L  G A H O E N  C I T Y  
City Engineering Department 

H U B  O F  F I V ~  V A L L E Y S  201 West Spruce 
February 14, 1977 Phone 728-28 1 7 

L e t t e r  No. E-77-68 

TO: Senate Highway'hnd Transportat ion Committee 

SUBJECT: S.B. 420 

I have reviewed S ,  B. 420 and support the i n t e n t  o f  t he  bi  11 . However, 
key words were e l  iminated from the  o r i g i n a t o r ' s  request. S ta r t i ng  
w i t h  l i n e  20, suggest i t be amended t o  read: 

"The department may review and approve p ro jec ts  f o r  improvement 
d i s t r i c t s ,  sidewalk, curbing o r  other pub1 i c  works pro jec ts  
on s ta te  highway r ight-of-way and author ize a county o r  muni- 
c i p a l i t y  t o  l e t  contracts r e l a ted  t o  such improvements" o r  

i f  the Committee prefers,  t h e  words "Publ i c  Works C0nstrut.t )P 

Projects"  o r  "Construction Projects"  may be used t o  be more 
general. The present wording o f  improvement d i s t r i c t  refers 
t o  on ly  one form o f  const ruct ion pro jec t .  

It i s  important t h a t  the  present d r a f t  extend beyond j u s t  improvement 
d i s t r i c t s .  C i t i e s  and counties use improvement d i s t r i c t  on ly  about 
30% o f  the  time. The use o f  curb and sidewalk assessments, general 
funds, gas tax  o r  revenue sharing may be used the  d ther  70% of the 
time. 

Sincerely , 

City Attorney 




