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Explanation or reason for introduction of bill/resolution:
To amend and reenact subsection 3 of section 39-05-17.2 of the North Dakota Century
Code relating to body damage disclosure on motor vehicles.

Minutes: Attached testimony: 3.

Chairman Oehlke opened the hearing on Senate Bill 2121

Matthew C Larsgard Automobile Dealers Association of North Dakota
Not present at the hearing, sent written testimony 1 in favor of the proposed amendments,
opposed to the bill as it currently exists.

Senator Larsen: District 3, Introduced bill regarding damage disclosure. As it goes now a
ten year old car does not have to have a damage disclosure title, title can be cleared if it
had prior damage disclosure title. Usually a car with a damaged title is valued for less at a
dealership than a ten year or older model that has a clear title so there is no loss in value
for the cleared title vehicle. This bill is on its third turn.

Senator Larsen submitted proposed amendment (written testimony 2) to replace "twelve"
with "ten", remove "fifty" and leave "forty". Discussion followed regarding the damage dollar
amount. Motor carriers agree with the ten thousand dollar amount and the forty percent pre
damage retail value of the motor vehicle.

No additional testimony in favor.

Pat Ward Representing North Dakota Domestic Insurance Companies opposing this bill.
We could live with the amendment to the bill but as it presently sits we oppose the
changes. It would reduce the number of cars that would have a damaged title. If we pay for
damages we have to make sure the title is marked. The important point is that it only
applies to body damage it excludes cosmetic damages to the car. | believe it applies to
current model year plus seven so basically it would be eight years and older. The vehicle
value is determined on the greater of the two. Under current law the threshold is twenty
thousand dollars value, if vehicle is less than 8 years old and damaged. If value is over
twenty thousand dollars then you look at the percentage of the pre damage retail value. We
want to keep the percentage at forty percent because fifty percent would be a lot of
damage.
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Chairman Oehlke
Do you buy the argument that this is a moneymaker for dealers? If they see a damaged title
they lowball you in the trade-in.

Pat Ward Yes | agree. When this bill came out the insurance companies opposed it
because we put it back in the original condition but because of the damaged title it was
undervalued.

Senator Sinner What are other states doing in this matter?

Pat Ward They are all over the place. Some states have some kind of damage disclosure
requirement, the dollar amount and the percentages vary but it tends to be around ours.

Senator Sitte Are we going to flood the market with flooded cars?

Pat Ward There are different ways a title can be marked and there is also salvaged title, for
salvaged or junked vehicles. Flooded cars titles should be marked as salvaged it should be
totaled and not titled at all or always have a salvaged title so that people know.

Chairman Oehlke
Closed hearing we will hold on to this bill because | want North Dakota Department of
Transportation (DOT) to weigh in on it

No additional testimony in favor or against, hearing closed.

Linda Sitz Director of the Motor Vehicle Division, North Dakota Department of
Transportation (DOT) will take a neutral stand. See testimony 3 Fifty percent is a lot of
damage and North Dakota Department of Transportation (DOT)'s mission is to have safety
on our roadways we felt this percentage is too high of a calculator.

Senator Sinner How many years back are we going current plus 7?

Linda Sitz | believe 9 years.

Chairman Oehlke We will have the intern check that for us.

Discussion followed Recording job number 17393 Segment 1:12:42 - 1:32:10
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Explanation or reason for introduction of bill/resolution:
To amend and reenact subsection 3 of section 39-05--17.2 of the North Dakota Century
Code relating to body damage disclosure on motor vehicles.

Minutes: Attached testimony:

Senator Sinner Motion Do not pass

Vice Chairman Armstrong Second

Senator Sitte opposes do not pass, thinks a compromise should be made by going from
eight thousand dollars to ten thousand dollars and kee forty percent. | can see moving it to
thirty percent but forty sounds reasonable.

Chairman Oehlke This exact same bill failed two sessions ago, | expected due diligence
should have been done and not just throw the same numbers at us again.

Vice Chairman Armstrong

If you set things on a percentage basis you automatically account for inflation, so the same
bill does not have to be dealt with every three years as the value of the dollar changes. An
eight thousand to twelve thousand dollar and forty percent to fifty percent change is
substantial, and the bill will come back in two years. | favor do not pass because | think it
is tinkering with something.

Roll call vote: Do Not Pass Yes 4 No 2 Absent 1

Carrier: Senator Campbell



Date: January 24,2013
Roll Call Vote #: 1

2013 SENATE STANDING COMMITTEE
ROLL CALL VOTES
BILL NO. 2121

Senate TRANSPORTATION Committee

[] Check here for Conference Committee

Legislative Council Amendment Number

Action Taken Do Not Pass

Motion Made By Senator Campbell Seconded By  Vice Chairman Armstrong
Senators Yes | No Senator Yes | No

Chairman Dave Oehlke X Senator Tyler Axness X
Vice Chairman Kelly Armstrong X Senator George Sinner X
Senator Margaret Sitte X
Senator Tim Flakoll A
Senator Tom Campbell X

Total (Yes) 4 No 2

Absent And not voting 1

Floor Assignment  Senator Campbell

If the vote is on an amendment, briefly indicate intent:



Com Standing Committee Report Module ID: s_stcomrep_13_014
January 25, 2013 11:15am Carrier: Campbell

REPORT OF STANDING COMMITTEE
SB 2121: Transportation Committee (Sen. Oehlke, Chairman) recommends DO NOT
PASS (4 YEAS, 2 NAYS, 1 ABSENT AND NOT VOTING). SB 2121 was placed on
the Eleventh order on the calendar.
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Mr. Chairman and members of the committee, my name is Matthew Larsgaard and |

am appearing in support of the proposed amendments to Senate Bill 2121 on behalf

of the Automobile Dealers Association of North Dakota Which consists of our state's

franchised new car dealers. We would be opposed to the bill as it currently exists.

However, Senator Larsen was very willing to address our concerns through the- -

proposed amendment and we would like to extend our sincere appreciation to him.

Body damage disclosure was added to Section 39-05 by the legislative assembly in
1991. It was the result of over two years of discussions among representatives of
the various motor vehicle related industries and government regulators. Prior to the
1989 legislative session, the Motor Vehicle Departmént established an informal
“Motor Vehicle Advisory Committee”. This committee consisted of the new car
dealers, used car dealers, lenders, insurance companies, rebuilders, dismantlers,
body shops, Tax Department, Consumer Fraud Division of the Attorney General's

Office, Highway Patrol, and the Department of Transportation.

Early meetings of the committee established the fact that problems related to the
sale and distribution of damaged vehicles was the most important concern to
members of the committee. The genesis of the body damage disclosure law is a

result of this committee’s work.

During the 1991 legislative session the Director of the Attorney General's Consumer

Fraud Section submitted testimony that the Attorney General believed that there is a

need for a damage disclosure rule. That, from their perspective, both the consumer

and the motor vehicle dealer have a right to know whether or not the vehicle being

bought or traded in had been in an accident.
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Since 1991 there have been several changes made to Section 39-05-17.2. In
almost every base, initiatives were taken to raise the démage disclosure threshold to
account for the increasing value of motor vehicles and the escalating costs of repair.
In 1991 the threshold was set at $3,000; in 1997 it was raised to the greater of
$5,000 or 40% of the pre-damage retail value; in 1999 it was raised to $8,000 with

the 40% language remaining unchanged.

As a result of inflationary trends, we agree that it is once again reasonable to raise
the static dollar threshold from $8,000 to $10,000. However, the existing 40%
threshold automatically adjusts for inflation and any attempts to raise this rate would

effectively weaken the damage disclosure law.

Members of the committee, damage disclosure is a consumer protection issue. |t
allows consumers and dealers to have the information they need to make informed
decisions about the safety and fair market value of used automobiles.

Mr. Chairman, this concludes my testimony. Thank you for the opportunity to testify.

Matthew C. Larsgaard, MBA

Automobile Dealers Association of North Dakota
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13.0053.01001 Prepared by the Legislative Council staff for
Title. Senator Larsen
January 12, 2013
PROPOSED AMENDMENTS TO SENATE BILL NO. 2121
Page 1, line 9, replace "twelve" with "ten"
Page 1, line 10, remove the overstrike over "forty"
Page 1, line 10, remove "fifty"

Renumber accordingly
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Senate Transportation COMMITTEE
January 18, 2013 - 9:20 a.m. — Lewis and Clark Room

North Dakota Department of Transportation
Linda Sitz, Director of Motor Vehicle Division
Senate Bill 2121

Mr. Chairman and members of the committee - I’'m Linda Sitz, Director of the Motor Vehicle
Division at the North Dakota Department of Transportation (DOT). Thank you for giving me the
opportunity to present information to you today.

The DOT would like to comment on this bill which will increase the dollar value threshold from
$8,000 to $12,000 and change the calculator from 40% to 50% of the pre-damaged retail value of
the motor vehicle determined by the National Automobile Association.

DOT would like to suggest using only one guideline to determine requirements of damage
reporting. Due to the changing economy and cost of repairs, we suggest eliminating the dollar
calculator and only use the percentage calculator.

Currently there are many vehicles on the road which have a fair market value of less than
$12,000. Because of this using the dollar calculator this would allow for these types of vehicles
to remain on the road after they have been involved with an accident.

The Department would also suggest the percentage guideline to remain at 40% which would
ensure proper reporting of damaged vehicles.

Mr. Chairman, I would be happy to answer any questions at this time. Thank you.





