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CHRYSLER CORPORATION 
STATEMENT BEFORE MONTANA SENATE HIGHWAYS AND TRANSPORTATION COMMITTEE 
FEBRUARY 17  , 1977 

REGARDING SB 386 AND SB 426 

A s  a  m a t t e r  o f  p r i n c i p l e  C h r y s l e r  C o r p o r a t i o n  o b j e c t s  t o  l e g i s l a t i o n  

o f  t h e  t y p e  e x e m p l i f i e d  by SB 386 and SB 426. We f e e l  t h e s e  b i l l s  as 

i n t r o d u c e d  a r e  u n r e a s o n a b l e ,  unwar ran ted ,  and p r o b a b l y  u n c o n s t i t u t i o n a l  

because  t h e y  a l t e r  t h e  terms o f  e x i s t i n g  c o n t r a c t s  m u t u a l l y  agreed-upon 

and v o l u n t a r i l y  e n t e r e d  i n t o .  We also b e l i e v e  t h e s e  p r o p o s a l s  f u r t h e r  

r e g u l a t e  a n  i n d u s t r y  whose very e x i s t e n c e  is a l r e a d y  t h r e a t e n e d  by over -  

r e g u l a t i o n  b o t h  by t h e  i n d i v i d u a l  s t a t e s  and ,  more p a r t i c u l a r l y ,  by t h e  

f e d e r a l  government. 

W e  d o ,  however, r e c o g n i z e  t h a t  o u r  p o s i t i o n  is n o t  u n i v e r s a l l y  a c c e p t e d .  

Because of t h i s  f a c t ,  we a r e  w i l l i n g  to  submit  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  

we do a s k  t h a t  it i n  f a c t  b e  r e a s o n a b l e .  We b e l i e v e  t h a t  some of  t h e  

p r o v i s i o n s  o f  t h e s e  p r o p o s a l s  a r e  no t  r e a s o n a b l e  and a s k  t h e  Committee t o  

I c o n s i d e r  c e r t a i n  amendments. 

For  example,  on  page  9 ,  l i n e  10, of SB 386, b e f o r e  a  new f r a n c h i s e  

can  be  e s t a b l i s h e d ,  w e  would have t o  show t h a t  it was " i n  t h e  p u b l i c  

i n t e r e s t . "  Yet on page 13,  l i n e  24, we cou ld  n o t  t e r m i n a t e  a f r a n c h i s e  i f  i t  

would be  " i n j u r i o u s "  t o  t h e  p u b l i c .  W e  a g r e e  t h a t  no one s h o u l d  commit 

a c t s  " i n j u r i o u s  t o  t h e  p u b l i c , "  b u t  w e  do n o t  b e l i e v e  we shou ld  have t o  

p r o v e  a  " b e n e f i t . "  We t h e r e f o r e  r e q u e s t  t h a t  t h e  same c r i t e r i a  be  a p p l i e d  

i n  b o t h  i n s t a n c e s  and t h a t  page 9 ,  l i n e  10 ,  be  amended t o  r e a d ,  "and t h a t  

it is  n o t  i n j u r i o u s  t o  t h e  p u b l i c  i n t e r e s t . "  

Another example of u n r e a s o n a b l e n e s s ,  w e  b e l i e v e ,  i s  found i n  S e c t i o n  

11 on page  12 ,  l i n e s  9, 1 0 ,  and 11. T h i s  s e c t i o n  s a y s  t h a t  t h e  o n l y  

good c a u s e  f o r  w i t h h o l d i n g  c o n s e n t  t o  the s a l e  o f  a f r a n c h i s e  is t h e  
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p u r c h a s e r ' s  f i n a n c i a l  o r  m a n a g e r i a l  c a p a b i l i t i e s .  Conceivably ,  t h i s  

would r e q u i r e  u s  t o  f r a n c h i s e  a p e r s o n  w i t h  whom we had l e g a l l y  t e r m i n a t e d  

a r e l a t i o n s h i p  -- p e r h a p s  i n  a n o t h e r  s t a t e  -- f o r  good and l e g i t i m a t e  

r e a s o n s .  Even worse ,  i t  s u g g e s t s  t h a t  w e  would be  f o r c e d  t o  f r a n c h i s e  

a p e r s o n  w i t h  a c r i m i n a l  r e c o r d  f o r  consumer f r a u d  o r  o t h e r  c r imes  even 

though C h r y s l e r  would n o t  want such  a p e r s o n  r e p r e s e n t i n g  o u r  c o r p o r a t i o n  

o r  o u r  p r o d u c t s .  W e  r e q u e s t  t h a t  t h i s  r e s t r i c t i v e  d e f i n i t i o n  of 

"good cause"  b e  o m i t t e d  (page 10, l i n e  9 a f t e r  " s a l e . "  th rough  l i n e  1 4 ) .  

Again ,  i n  s e c t i o n  1 2  on t h e  same p a g e ,  we would a p p a r e n t l y  be  f o r c e d  

t o  r e c o g n i z e  t h e  t r a n s f e r  o f  t h e  f r a n c h i s e  even i f  t h e  t r a n s f e r e e  was 

c o m p l e t e l y  incompetent  t o  manage t h e  b u s i n e s s .  W e  encourage t h e  

s u c c e s s i o n  o f  wives ,  s o n s ,  o r  d a u g h t e r s  t o  t h e  f a t h e r ' s  b u s i n e s s  and o u r  

f r a n c h i s e  agreements  s p e c i f i c a l l y  p r o v i d e  f o r  t h i s  con t ingency ,  b u t  we 

t h i n k  we shou ld  have t h e  r i g h t  t o  a s s u r e  t h a t  t h e y  a r e  q u a l i f i e d  t o  r u n  

t h e  b u s i n e s s .  We f a i l  t o  s e e  how t h e y  o r  t h e  p u b l i c  would g a i n  i f  t h e  

b u s i n e s s  were t o  f a l l  i n t o  bankrup tcy  w i t h i n  a matter o f  months a f t e r  

s u c c e s s i o n .  SB 426 a t  leas t  p r o v i d e s  t h a t  t h e  m a n u f a c t u r e r  can r e f u s e  

t o  honor  t h e  t r a n s f e r  i f  h e  h a s  "good c a u s e  f o r  r e f u s a l . "  W e  a s k  o n l y  

t h a t  a  s i m i l a r  p r o v i s i o n  be  i n c o r p o r a t e d  i n t o  s e c t i o n  12 of S B  386. 

F i n a l l y ,  on page  16 ,  l i n e  2 0 ,  and a g a i n  i n  SB 426 on page  5 ,  l i n e  11, 

we f e e l  t h e r e  a r e  u n r e a s o n a b l e  p r o v i s i o n s .  Both o f  t h e s e  d e a l  w i t h  t r e b l e  

damages. W e  submit  t h a t  t h e s e  damages a r e  p u n i t i v e  i n  n a t u r e  and imply 

a c r i m i n a l  s t a t u t o r y  f i n e  or p e n a l t y .  I n  o u r  o p i n i o n ,  t h e y  a r e  n o t  

j u s t i f i e d ,  a s  i s  h e r e  t h e  c a s e ,  i n  a c i v i l  a c t i o n  whose b a s i s  -- i f  any -- 

would l i e  i n  a  c o n t r a c t u a l  matter. We r e s p e c t f u l l y  r e q u e s t  t h a t  

t h e s e  p r o v i s i o n s  be  o m i t t e d .  

I n  c o n c l u s i o n ,  C h r y s l e r  C o r p o r a t i o n  d o e s  n o t  b e l i e v e  t h e s e  b i l l s  a r e  
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n e c e s s a r y  I n  o r d e r  t o  p r o t e c t  the  interests of t h e  consumers o f  Montana 

and w e  a s k  t h a t  t h e y  be r e j e c t e d .  If t h e y  a x e  n o t  r e j e c t e d ,  w e  a s k  t h e  

Committee t o  c o n s i d e r  t h e  arguments  we have p r e s e n t e d ,  t h e  amendments 

we have s u g g e s t e d ,  and t o  a s s u r e  t h a t  any l e g i s l a t i o n  t h a t  may prove  

n e c e s s a r y  be r e a s o n a b l e  and  f a i r  t o  gll p a r t i e s  a f f e c t e d .  

Thank you. 



G E N E R A L  M O ' I ' O R S  C O I I I ' O I < A ' I ' I O N  

I 
D d e :  F e b r u a r y  1 6 ,  1977  

I TO: M r ,  S, G. G i l l i a t t  

I I:rurn: James P.  Mel ican ,  Jr. 

I Su!i jrct.  Montana SB-386 

I 
P u r s u a n t  t o  o u r  d i s c u s s i o n ,  I h a v e  r e v i e w e d  

t h e  a b o v e - c a p t i o n e d  b i l l  and have  t h e  f o l l o w i n g  conunents: 

b A .  Page 2 ,  l i n e  1 - The word " f r a n c h i s e "  
s h o u l d  b e  " f r a n c h i s e e .  I '  Obv ious ly ,  t h e  f r a n c h i s e  i t s e l f  

I i s  s i m p l y  a c o n t r a c t  and i s  n o t  l o c a t e d  i n  any c o u n t y .  

I B. Page 8 ,  l i n e  16 - T h i s  s h o u l d  r e a d ,  "As 
r e g a r d s  new motor  v e h i c l e s ,  t h e s e  d e l i v e r y  and p r e p a r a -  
t i o n ,  e t c . "  Obvious ly ,  if t h e  d e a l e r  p e r f o r m s  w a r r a n t y  

I o r  o t h e r  r e p a i r s  i n c o r r e c t l y ,  h e  s h o u l d  b e  r e s p o n s i b l e  
f o r  any  p r o d u c t  l i a b i l i t y  c o n s e q u e n c e s ,  

I C. Page 8 ,  l i n e  1 8  - delete l a s t  word and delete 

l i n e s  1 9  and 2 0 .  S u b s t i t u t e  - "on a fair and reasonable basis." " 
\ 

- 

D. Page 9, l i n e s  8 t h r o u g h  10 - T h i s  s t a t e s  

I t h a t  t h e  f r a n c h i s o r  must p rove  b o t h  good c a u s e  f o r  a n  
a d d i t i o n a l  d e a l e r s h i p  - a n d  t h a t  i t  i s  i n  t h e  p u b l i c  
i n t e r e s t .  The f a c t  t h a t  t h e  e s t a b l i s h m e n t  of a n  a d d i -  

I t i o n a l  d e a l e r s h i p  would be i n  t h e  p u b l i c  i n t e r e s t  s h o u l d  
i t s e l f  c o n s t i t u t e  good c a u s e  and no  f u r t h e r  o r  a d d i t i o n a l  

P 
showing s h o u l d  b e  n e c e s s a r y .  I t  wou ld  b e  much  referable 
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from o u r  s t a n d p o i n t  i f  t h i s  r e a d  good c a u s e  o r  i n  t h e  
p u b l i c  i n t e r e s t .  T h i s  i s  e s p e c i a l l y  t r u e  i n F i e w  o f  
t h e  f a c t  t h a t  good c a u s e  f o r  e n t e r i n g  i n t o  a n  a d d i t i o n a l  
f r a n c h i s e  i s  d e f i n e d  on  page  14 i n  p a r a g r a p h  ( 1 6 ) .  

E. P a g e  9 ,  l i n e  1 5  - The words "and t h e  f r a n -  
c h i s e e  may, a t  a n y  t i m e , "  d o e s  n o t  make s e n s e  i n  c o n t e x t .  
T h e r e  would be no  r e a s o n  f o r  t h e  f r a n c h i s e e  t o  f i l e  s u c h  
a  n o t i c e .  

F, Page  10, l i n e  1 - A t  t h e  end o f  t h i s  s e n t e n c e ,  
we shou ld  p r e s s  f o r  a n  a d d i t i o n a l  s e n t e n c e  which  s t a t e s  
something t o  t h e  e f f e c t  t h a t  n o t i c e  t o  t h e  Depar tment  s h a l l  

I 

n o t  be r e q u i r e d  when t h e  t e r m i n a t i o n  o r  nonrenewal  i s  s o u g h t  
b e c a u s e  t h e  f r a n c h i s e e  h a s  n o t  b e e n  open f o r  b u s i n e s s  f o r  
at l e a s t  s e v e n  c o n s e c u t i v e  b u s i n e s s  d a y s ,  h e  h a s  b c c n  con- 
v i c t e d  o f  a  f e l o n y ,  o r  any  l i c e n s e  which h e  h a s  b e e n  
r e q u i r e d  by  t h e  s t a t e  t o  have  h a s  b e e n  suspended  o r  
revoked.  

G. P a g e  1 0 ,  l i n e  20 - T h i s  i n t r o d u c t o r y  p h r a s e  
11 "a p e r s o n  who r e c e i v e s ,  i s  t r o u b l e s o m e ,  p a r t i c u l a r l y  i n  

v i e w  of t h e  language on  l i n e s  15 t h r o u g h  19  o f  t h i s  same 
page. I t  s u g g e s t s  t h a t  a p e r s o n  who i s  n o t  a f r a n c h i s e e  
b u t  who r e c e i v e s  a copy of t h e  no t i ce  s i m p l y  a s  a n  
i n t e r e s t e d  p e r s o n  may b e  e n t i t l e d  t o  f i l e  a p r o t e s t .  
The l anguage  s h o u l d  b e  amended t o  read  "a f r a n c h i s e e  
who r e c e i v e s  a c o p y  o f  a n o t i c e ,  e t c .  I I 
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, H. Page 11, l i n e s  16 th rough  18 - The burden  
of p roof  / t h a t  good c a u s e  does  n o t  e x i s t  s h a l l  be  w i t h  
t h e  f r a n c h i s e e .  S i n c e  t h e  p u b l i c  p o l i c y  of  t h i s  c o u n t r y  
and b o t h  t h e  l e t t e r  and s p i r i t  of t h e  a n t i t r u s t  laws 
encourage c o m p e t i t i o n ,  t h e  f r a n c h i s e e  who -i.s a t t e m p t i n g  
t o  exc lude  a c o m p e t i t o r  should have t h e  burden of  p rov ing  
t h a t  c o m p e t i t i o n  would n o t  be i n  t h e  p u b l i c  i n t e r e s t .  

I. Page 11, l i n e s  22 through 25  and page 12,  
l i n e s  1 through  6 - W e  should  make eve ry  e f f o r t  t o  have 
t h i s  paragraph  e l i m i n a t e d .  Subparagraph ( a )  would s i g -  
n i f i . c a n t l y  modify t h e  t e rms  of t h e  Dea le r  Agreement and 
subparagraph (b )  i s  unneces sa ry  i n  view of  s e c t i o n  6 
on page 15. 

J. Page 1 2 ,  l i n e  7 th rough  14 - We should 
a l s o  a t t e m p t  t o  have  t h i s  paragraph  e l i m i n a t e d .  If we 
cannot  g e t  i t  e l i m i n a t e d ,  i t  would be  b e t t e r  i f  we 
could  g e t  e v e r y t h i n g  a f t e r  t h e  f i r s t  s en t ence  omi t ted .  

K. Page 1 2 ,  l i n e s  1 5  th rough  2 3  - If w e  can-  
no t  g e t  t h i s  pa rag raph  e l i m i n a t e d ,  i t  would be b e t t e r  
i f ,  beg inn ing  on l i n e  19 ,  i t  r ead  as f o l l o w s ,  "thd- 
d e a l e r ' s  spouse ,  s o n ,  o r  daugh te r ,  t h e  f r a n c h i s o r  
may no t  w i t h o u t  good c a u s e  wi thhold  i t s  consen t  t o  . 
t h e  s a l e  o r  t r a n s f e r . "  

L. Page 14 ,  l i n e s  5 and 6 - The l a s t  c l a u s e  
would make more s e n s e  i f  i t  read  "and any o t h e r  motor 
v e h i c l e s  o f  t h e  same l ine-make i n  u s e  i n  t h e  community." 
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M e  Page 14, lines 11 and 12 - The introductory 
phrase will no longer be needed if we are successful in 
having subsection (10) eliminated. 

N. Page 14, line 22 - We should press for an 
additional consideration, preferably to be inserted 
immediately after (a), which reads as follows: "The 
amount of business transacted by other franchisors of 
similar line-ma.kes in that community. I I 

0. Page 16, lines 20 and 21 - There is no 
reason for t h e  punitive provision for treble damages, 
This should read "in amount equal to pecuniary loss, 
together with costs including reasonable attorneys 
fees. 'I 

James P. Melican, Jr. 
Attorney-in-Charge 

D i s  tribution 
Office of the General Counsel 

JPM: c t 

c c :  Mrs. Margo Parker 
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- . ,  1 .  xn *-is cause '"ae court  finds with the consent. - ' -  

- - . - 
- .  . . .  

. . . i r r ~ e ~ e n ~  of *e pa r t i e s  and upon stlpulz'ion of 'the ' 

. . 
. . 

, . 
P .  - 

. . zll 25 eddsnced by +e signatures of  their' ' . ' . - . . 
. #  

- .  . - .  . . 
. ., respective cocnsel of record aff ixed hereto: 

. . 
. . 

. . Z . . . . .  
0 .  . . .  1. That plalxtiff's compensation to its deders  

- .  . . . .  ... . . - i 

for  w.zsz . zn~y  sc,vi~i ;;ill 52 cz after the date oE . - 

- .  
the entry of this decree in the manner s e t  f o r t h  in the 

. a .  . . . 
- . Schedule of Coia?en=ation Eiled hermit3 and nade a part 

> 

. . -  . . . .  

hereof by referenca as Exhibit  A. . . - 
. . .  

2- That said Schedule of ~om~ensaiion presently- - - . -  
coils:itutei con21Lance with the  provisions OE T .C .A. 59 -1714- * . . -. 

* .-? 

. as mended 5y Chzpter 426 of the  p u b l i c  A c t s  of 1 3 6 8  of - 
7. 

- A .  

.a - 
~b.-. r.?----, urr,+~.I r.5 + h ~  c t ~ t e  .of Tengessee and wi th  Eie . 

---:--LA ------ae. - & 

Ruies of the Tennessee Elotor I .  vehic le  ~ o m x i s s  i o n  - 
,:, xcesded 

% .  3 That Rule ~ i x t e $ n  referre6 to iii LLn 

coa.?laink 5s this czr?se hzs been mended by the Tennessee 
I .  

I:o',os V2hirle C o r ~ ~ i s s l o n  2 s  s e t  fo r th  in ~ : & i b i t  3 ,  attzcha2 . . 

hersto- . . .  

- - .  4 - * - -  :*.LICLL L L A '  : ..;, "~-1. .. of 5 3  forccoinc: t h e  DcrtLer. 

hZuc z5r-~1 mat c o ~ ~ l a i n t  in this cause nay be disiijsei 
. . 




