MINUTES

MONTANA SENATE
52nd LEGISLATURE ~ REGULAR SESSION

[

COMMITTEE ON BUSINESS & INDUSTRY

Call to Order: By Chairman J.D. Lynch, on February 18, 1991, at
10:00 a.m.

ROLL CALL

Members Present:
J.D. Lynch, Chairman (D)
John Jr. Kennedy, Vice Chairman (D)
Betty Bruski (D)
Eve Franklin (D)
Delwyn Gage (R)
Thomas Hager (R)
Jerry Noble (R)
Gene Thayer (R)
Bob Williams (D)

Members Excused: None
~Staff Present: Bart Campbell (Legislative Council).

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

Announcements/Discussion: None

HEARING ON SENATE BILL 324

Presentation and Opening Statement by Sponsor:

Senator Bob Williams, sponsor of the bill, presented the
bill (See Exhibit 1 and Exhibit 1A).

Proponents' Testimony:

Steve Browning, a private attorney speaking on behalf of
state farm insurance, stated that this piece of legislation is
based on the national association of insurance commissioners
model legislation. It has been enacted in a number of states.
It is a consumer bill, and it avoids the confusion in a person's
mind when they go to rent a car. The responsibility of coverage
is with the car rental company, and there is no liability as a
renter unless you intentionally inflict damage on that car.

Jacqueline Terrell, representing the American insurance
association, spoke in favor of the bill (See Exhibit 2).
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Opponents' Testimony:

Larry BAkey, speaking on behalf of the Montana car rental
association, stated that SB 324 is not a consumer bill. This
bill tilts the scales away from small independent Montana
business people in favor of big national insurance companies.

The courts in this state have said that the contract for rental
cars is not an insurance contract. When the renter takes the
car, he does so with the implied contract that he return the car
in the same condition in which he rented it with the ordinary
wear and tear. If he fails to do so, the responsibility then
rests with the renter to demonstrate that the damage occurred not
as a result of his negligence. This bill says the renter has no
responsibility for damage that is caused to the car with a few
exceptions. If this bill is passed, the cost of car rentals will
go up. If the costs of car rentals go up, the number of tourists
coming in to see the state's national attractions from
destination points in Montana likely fall. If this bill passes,
there will be an increase of irresponsibility on the part of the
renter. Nobody is forced to take the collision damage waiver
when they rent a vehicle, in fact collision damage waivers have
fallen off substantially in the last couple years since the last
time the senate heard this bill. This bill hurts the consumer in
two ways: you are driving the costs of car rentals up, and
second you are removing any freedom of choice that these
consumers might have.

Richard Correll, representing National car rental of
Montana, stated that most rental companies are called self
insured. That means that they do not have collision damage on
their cars, merely because it is just too expensive. The only
way that they can recover some of the damage that can happen to
their cars is through CDW charges. Cars cost approximately
fifteen thousand dollars to get on the road. A person comes in
from out of state, the car rental agency doesn't know their
driving record other than the fact that they have a driver's
license; where can you go today and get fifteen thousand dollars
worth of product and have no responsibility? There is only one
way for the car rental company to absorb this damage, and that is
to increase their prices. Rentals in Montana are already high,
in fact they are higher than in most states because Montana's
season is so small. The car rental companies have to make money
in June, July, and August, because very few people come to
Montana in February to rent cars as tourists. This would become
a mandatory bill, because they will have to pass along the
expenses to the customer.

Steve Turkiewicz, executive vice president of the Montana
automobile dealers association, spoke in favor of the bill (See
Exhibit 3).

Rob DeMarois, budget rent a car in Missoula, Great Falls,
and Billings, stated that he is opposed to this bill for two
primary reasons: The renter has to be responsible for the car,
it is very important to the extent that at least he will take
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reasonable care for it. If this bill passed it would be saying
to the renter to go out and do whatever he wants to do to the
car, he would have no liability for it. The current situation is
a good situation. He stated that they want the renting customer
to be responsible for the car. Most people provide coverage
through their own existing policy, this is by far the cheapest
way of protection.

Questions From Committee Members:

Senator Noble asked how many rental cars in Montana are
rented by in state or out state people.

Larry Akey stated that the bulk of cars rented from the
airport rental agencies do come from out of state renters. The
numbers tilt a little bit more in favor of in state renters when
talking about rentals by people who sell automobiles in the state
that provide rental service by a means of motor cars or service
cars while privately owned vehicles are in for service.

Senator Noble asked if rent a wreck vehicles are mostly
rented locally.

Larry Akey replied that those rental agencies that are off
airport generally have a tendency to have more of a local
clientele than those that are on airport.

Senator Noble asked if rent a wreck insurance policies are
the same as national companies, and if their rates are lower.

Richard Currell stated that off airport rental companies do
not pay airport fees, and normally do not have the system fees
that national or independent auto rental companies have to pay.
Therefore, they can afford to rent the car for cheaper.

Senator Thayer asked Steve Browning about his comment of the
National insurance association model legislation, is the exact
model language or is this just a pattern effort.

Steve Browning stated that it is very close.

Senator Thayer asked how many states have adopted this
legislation so far.

Steve Browning stated roughly ten states.

Susan Witte, chief legal council with the state auditor's
office, stated that there are two states that have adopted this
exact model.

Senator Hager stated that he understood Richard Correll to
say that a CDW was needed to make the renter responsible.

Richard Correll responded that they want the renter to be
responsible for the car. If he chooses not to purchase the CDW,
that's a voluntary thing. Someone has to be responsible for the
rental car.

Senator Bruski commented that she was called to Spokane on
emergency a couple years ago. She rented a small Geo, the rental
was quite cheap. She called her insurance company and asked if
she was covered, they said she was covered but he was told if a
customer came and asked about whether they could sign on with her
company on the agreement. He said he was advised to have her get
a taxi cab. Because of the conflict between your private
insurance and the company insurance that the estimates were never
quite the same. Her emergency stay ended up to be thirty days in
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Spokane, it costs her three hundred dollars to insure her rental
car.

Closing by Sponsor:
[
Senator Bob Williams stated that this bill will eliminate

any confusion when an individual goes to rent a vehicle. This is
a consumer bill.

HEARING ON SENATE BILL 335

Presentation and Opening Statement by Sponsor:

Senator Jerry Noble, sponsor of the bill, stated that SB 335
is a law strengthening Montana's underground excavation one call
notification state law. There is a law providing for
notification for contractors and others in the existence of
underground facilities such as power lines, gas lines,
communication lines, and water lines. However, the law does not
provide for that information to centrally available to all who
might excavate. Most utilities in the state participate in a one
call system in which they are notified in the upcoming excavation
near their lines. The utility then marks their line locations
prior to excavation by the contractor allowing the work to
proceed with safety and no damage to the lines. Not all
utilities participate in the service with the contractor and the
public having a major risk that someone may not have marked the
line. At the very least, tearing up a utility line .could cost
both the utility and the contractor money, disrupt service and
delay the project. At the extreme end, striking a power line or
a gas line could kill or severely injure a worker and others.

The cost of participating in the one call system is paid for by
the participating utility. This is a safety issue for all of
Montana.

Proponents' Testimony:

Ken Dunham, representing the Montana contractor's
association, stated that this is a proposal to strengthen and
clarify the current law. The current law presently provides that
information on underground utilities be filed with the local
clerk and recorder's office. The clerk and recorders do not know
really know what to do with that information, and it gets buried
somewhere.

Bud Crier, with the underground utility location center,
stated that when a contractor or an excavator calls the
underground utility location center within three to six minutes
after that contractor or excavator starts his call this request
goes out to all utilities involved.

Bob Warner, gas engineer for Montana power company, stated
that the third party damage is the leading cause of gas leaks.
This law has been very effective in other states.

Dan Walker, representing US west communications, stated that
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they support the bill as a utility and they support the bill as a
contractor. This system would be most useful for them and will
protect their facilities and services.

Gene Philips, appearing on behalf of pacific power and light
and northwestédrn telephone, stated that neither of these
companies appears on the Montana present list of subscribers.

The purpose of his testimony is to urge the committee to amend
this legislation to provide for the situation that currently
exists in the Flathead. The Flathead has a different system
called U DIG. The phone number is listed in the telephone
directory, and a contractor or excavator can call in and get all
of the information with respect to the people with the facilities
will be notified so they know what construction in that area.

He proposed to amend page 4 on line 10. Strike that language and
insert "or in the service area".

Tom Barnard, chief engineer with Montana department of
highways, stated that the department agrees with the purpose of
this bill both in a construction and a maintenance standpoint.

As written this bill would place an undo hardship on the
department as well as the utility company. The department feels
to have to call in just to do routine ditch maintenance would be
an undo burden. There would be dozens of calls just in a week's
time as this bill is written. He submitted his amendment to Bart
Campbell to put into proper form.

Henry Lohr, representing the Montana state volunteer fire
fighter association, stated that they are in support of this
bill.

Opponents' Testimony:

None

Questions From Committee Members:

Senator Thayer asked if the proponents all agree on the
proposed amendments.

Senator Noble stated that they have talked with all the
people involved and the amendments seem to be satisfactory to all
involved.

Senator Williams asked if Bud Crier has ever thought of
sending the contractors a fax of all the pipes located in the
area.

Bud Crier replied that drawings are not always accurate and
they do not want to take any chances with inaccuracies.

Senator Kennedy asked if there was an advertising or
promotional type segment of this that lets people know who to
contact to use this system.

Bud Crier replied that they have different utilities that
belong to fliers and mailings, they advertise through the paper.
The energy council advertises with an eight hundred number.

Senator Gage asked about section two where it reads v
"information to be sought before excavation" is there a penalty
for a person that does not comply with this.

Ken Dunham stated that some states do have a penalty. They
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are proposing to put this bill in and hopefully get everyone to
do that without a penalty.

Closing by Sponsor:
s .
Senator Noble closed by saying that this is a safety issue.

There is voluntary notification now with the clerk and recorder's
office. Everybody involved agrees with the amendments.

EXECUTIVE ACTION ON SENATE BILL 335

Motion:

Senator Thayer moved do pass the proposed amendments for SB
335.

Senator Thayer moved to do pass SB 335 as amended.

Discussion:

Senator Williams commented that he thinks this is a good
bill.

Senator Gage commented that on page four of the bill sub
three starting on line seven, a person having the right to bury
underground facilities, which he assumes would cover the co-ops
if they should be a member. If they don't have any underground
facilities but they have the right to bury the facilities to.
Are we mandating here that they have to become a member.

Bart Campbell replied that the language they see is right,
but as heard in the testimony you only get a charge to you if
someone is going to dig where you have one of your utilities.
You might have to be a member, but it won't cost you anything.

Senator Gage asked what would happen to the folks if they
don't belong to this, and then we say they should and something
happens when they bury equipment.

Bud Crier stated that they have not been able to get out and
talk to everybody, it was a voluntary service. Co-op was not a
high priority at that time.

Amendments, Discussion, and Votes:

The amendments to SB 335 passed unanimously.

Recommendation and Vote:

SB 335 do passed unanimously as amended.

EXECUTIVE ACTION ON SENATE BILL 223
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Motion:
Senator Thayer moved to reconsider the tabling on SB 223,

Discussion:

Senator Thayer commented that by voting against the tabling
motion it would look like he was supporting the bill. He does
not support the bill.

Amendments, Discussion, and Votes:

None

Recommendation and Vote:

The motion to reconsider tabling SB 223 failed 7 to 2 votes.

ADJOURNMENT

Adjournment At: 11:35 a.m.

RS

YNC Chairman
YN RGN

DARA ANDERSON, Secretary

JDL/dia
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WITNESS STATEMENT

To be completed by a person testifying or a person who wants
their testimony entered into the record.

7
Dated this [z day of /%r‘ud."ﬁ , 1991.
Name 7/»\_- B&/mﬂf"‘//

Address: ﬂdw 40‘,4. Dzﬂﬁ ’? /547/[.«/41/5
fetoway hpet
Télephone Number : 47‘9495"452367)2;

Representing whom?

p%f o5 %744.)4_y_5'

Appearing on which proposal?

SO 235
Do you: Support? Amend? }( Oppose?

Comments:

PLEASE LEAVE ANY PREPARED STATEMENTS WITH THE COMMITTEE SECRETARY
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SENATE BUSINESS & INDUSTRY

ExHiET No._/
ot 2/ 19/ 5/
A STATEMENT BY gy no SFFAYL

SENATOR BOB WILLIAMS (S.D. 15)
. IN SUPPORT OF S.B. 324
BEFORE THE SENATE BUSINESS & INDUSTRY COMMITTEE
FEBRUARY 18, 1991

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, FOR THE RECORD, MY
NAME IS BOB WILLIAMS (S.D. 15). I APPEAR BEFORE YOU THIS MORNING
TO SﬁPPORT SB 324, A BILL TO PROHIBIT CAR RENTAL COMPANIES FROM
SELLING COLLISION DAMAGE WAIVER POLICIES ON PASSENGER CARS RENTED
FOR 30 DAYS OR LESS.

THIS IS A CONSUMER BILL. IT WAS DRAFTED BY THE NATIONAL
ASSOCIATION OF INSURANCE COMMISSIONERS. I UNDERSTAND THAT OUR
STATE INSURANCE COMMISSIONER'S STAFF WILL BE HERE TO ANSWER
QUESTIONS THAT THE COMMITTEE MAY HAVE ABOUT THE BILL.

IF YOU HAVE EVER RENTED A CAR, YOU NO DOUBT HAVE BEEN CONFUSED
ABOUT WHETHER YOU SHOULD BUY ADDITIONAL INSURANCE COVERAGE FROM THE
CAR RENTAL AGENCY. THIS WEEKEND I PICKED UP SAMPLE RENTAL
AGREEMENTS FROM TWO RENTAL AGENCIES, COPIES OF WHICH I AM
DISTRIBUTING TO THE COMMITTEE. I.DEFY YOU TO READ THESE
AGREEMENTS QUICKLY AND TELL ME WHETHER ADDITIONAL COVERAGE IS

NEEDED.

IF YOU CHOOSE TO BUY THE COVERAGE FROM THE RENTAL CAR COMPANY,
COST WILL BE SOMEWHERE AROUND $12 PER DAY. IF THAT CAR WERE RENTED
365 DAYS PER YEAR, AND IF THE CDW COVERAGE WERE PURCHASED BY EACH
RENTER, THE ANNUAL CDW EXPENSE WOULD BE MORE THAN $4,000 -- QUITE

A SUBSTANTIAL AMOUNT! I THINK IT IS TOO MUCH.



MY BILL PROHIBITS RENTAL CAR COMPANIES FROM IMPOSING
LIABILITY ON A RENTER EXCEPT IF THE RENTER INTENTIONALLY DAMAGES
THE VEHICLE. THERE ARE SEVERAL OTHER SIMILAR EXCEPTIONS.

IF THIS BILL PASSES, THE PRICE OF CAR RENTALS WILL LIKELY GO
DOWN FOR RENTERS WHO PREVIOUSLY BOUGHT COLLISION DAMAGE WAIVERS.
SIMILARLY, FOR RENTERS WHO DIDN'T BUY CDW PROTECTION, THEIR RENTAL
RATES MAY GO UP. 1IN ANY EVENT, THE RISK WILL BE PLACED ON THE.CARY
RENTAL AGENCY. THAT'S WHERE THE RISK SHOULD RESIDE. AFTER ALL,
THEY ARE THE FOLKS WHO ARE IN THE BUSINESS.

THIS BILL WILL FOSTER COMPETITION AMONG THE RENTAL AGENCIES.
FURTHER, IT WILL ELIMINATE CONFUSION AMONG THE FOLKS WHO RENT CARS.
IN SHORT, THIS IS A GOOD CONSUMER BILL, AND I URGE YOU TO GIVE IT‘
A "DO PASS" RECOMMENDATION.

THANK YOU.
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STATEMENT OF L NS B 22
AMERICAN INSURANCE ASSOCIATION
BY
JACQUELINE N. TERRELL
: RE : SB 324

Mr. Chairman and members of the committee:

My name is Jacqueline N. Terrell. I am a lawyer from Helena
and a lobbyist for the American Insurance Association. The
American Insurance Association is a national trade association
that promotes the economic, legislative, and public standing of
its some 180-member property-casualty insuranée companies. Thé
Association represents its participating companies before federal
and state legislatures on matters of industry concern.

The American Insurance Aésociation strongly supports this
straight forward and effective NAIC model 1law to deal with
consumer complaints and confusioh over rental car insurance.

The model 1law would shift financial responsibility for
damaged rental cars from insurance consumers to the rental car
industry.

Currently, consumers may be held responsible for damage to
rented cars unless they buy "collision damage waivers" from car
rental companies or unless their own auto insurance covers the
loss. Confusion and complaints have arisen because the waivers,
which often cost about $10 per day, are becoming increasingly
expensive, contain a number of loopholes, and often unnecessarily
duplicate protection provided by consumers' auto insurance

policies.



Under the NAIC proposal, all the costs of renting a car
would be paid for when you rent the car, rather than paid, in
part, by autg insurance and unfairly subsidized by people who may
never rent cars through increased auto insurance premiums.

The NAIC law will help hold down the cost of auto insurance,
which 1is being used more and more to cover damage claims to
rental cars. Instead of having someone's family auto insurance
subsidize the car rental industry through auto insurance rates,
this proposal puts the costs of rented car losses where they
belong -- with the car rental companies.

Submitted to Senate Judiciary Committee for hearing on

Senate Bill 324, February 18, 1991, 10 a.m.

Respectfully submitted,

udo. 1 Dol

Jac/qyelfifpe N. Terrell

-2 -



SENATE BUSINESS & INDUSTRY
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DATE___ 2/ 5/ 5 /
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TESTIMONY OPPOSING SENATE BILL 324
. STEVE TURKIEWICZ
MONTANA AUTOMOBILE DEALERS ASSOCIATION
FEBRUARY 18, 1991

Mr.Chairman and members of the Committee, the Montana Automobile Dealers
Association opposes Senate Bill 324.

Several of our members provide rental cars; they may be an independentora ‘
franchisee of one of the major companies. However, they are in all cases, Montana
mainstreet businesses providing a service for the tourist and business traveler alike.

We are very concerned by the provisions of Senate Bill 324 and the effects of the
provisions will have on the ability of our local Montana auto dealers to continue to
operate their rental business and the costs of renting a car for the consumer.

It appears the Senate bill 324 places the entire burden for collision damage to a
rental vehicle on the rental company except in certain unclear circumstances. In
the event one of the prescribed conditions for the renters liability is present, it
appears litigation will be the only course to determine if the renter is responsible for
damage resulting from, "willful and wanton misconduct, driving in a speed contest; .
driving while under the influence of drugs or alcohol; fraud; or use of the vehicle
while committing or otherwise engaged in the commission of a crime in which the
‘vehicle is a means of operative tool of the crime”, whatever that means?

While the car is wrecked and the determination of responsibility is being made, the

rental company hasa revenue producmg car off the streets and must shoulder the
repair costs.

This bill unfairly places the burden of the costs of collision damage for the rental
cars squarely on the shoulders of the rental car company. But, most rental car
companies don't have a safe full of money to cover these unnecessary costs. The
additional costs will be borne by all renters of rental cars through higher costs. In

an attempt to help the consumer, this bill may ultimately costs all rental car
consumers through higher costs.

Finally, I'd like to share with the Committee with:

HOW TO RECOGNIZE A RENTAL CAR

- Rental carstravel faster in all gears, especially reverse.

Rental cars accelerate at a phenomenal rate,

They enjoy a much shorter braking distance.

Have a much tighter turning radius.

Can take bumps at twice the speed of private cars,

The floor is shaped just like an ashtray. -

Can be driven up to 100 miles with the oil warning light flashing

- The tires are designed to permit bumping into and over curbstones.

- They are adapted to allow reverse to be engaged while the car is still moving
forward.

We respectfully request this Committee recommend Senate Bill 324 "Do Not Pass".
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SENATE STANDIﬁG COMMITTRE REPORT

Page 1 of 1
February 18, 1991

MR. PRESIDENT: ,
We, your committee on Business and Industry having had under
conslderation Senate Bill No. 335 (first reading copy -~ white),

respectfully report that Senate Bill No. 33% be amended and as =so
amended do pass:

1. Page 2, line 5.

Following: "maintenance”

Insert: "or road or ditch maintenance that doesg not change the
original road or ditch grade or flow line®

2. Page 4, line 10.

Strike: ", either statewide or serving each county”
Insert: "covering the service area”

Signed: _ <:lf

Jn;n .D." Lynch, Chairman

. Coorxad.

[~ 2-7% %9/ < B

Sec. of Senate
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