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FISCAL AND POLICY NOTE

House Bill 1250 (Delegate Frush)
Environmental Matters

Vehicle Laws- Manufacturers, Distributors, and Factory Branches - Prohibited
Acts

This bill adds and clarifies prohibitions for the protection of motor atehiealerships
from discriminatory or coercive business practices by manufast, distributors, and
factory branches and otherwise strengthens various dealership franchise rights.

Fiscal Summary
State Effect: The bill primarily regulates the activities of privateiees. Any impact
on the Motor Vehicle Administration (MVA), District Court, or Athey General can
likely be handled with existing resources.

Local Effect: Potential minimal increase in circuit court caseloads.

Small Business Effect: Potential meaningful impact on small business car degbstshi
manufacturers, distributors, and factory branches.

Analysis

Bill Summary: The bill prohibits a manufacturer, distributor, or factory bramme their
agents or affiliates from:

° varying a price or incentive for new vehicles, or accessoriesrty heereof, sold
by a dealer on the basis of the dealer’s lack of agreementintamaan exclusive
facility or purchase, construct, relocate, remodel, renovate, oir repsting
dealership facilities or participate in a particular form of financing;



° refusing to pay, or claim reimbursement from, a dealer due to ecpudrg sale or
export of the vehicle by the purchaser, unless it can be showmé¢hdealer knew
or should have known of the purchaser’s intentions, or unless the vishiitled
and registered in the country; and

o giving anything over $200 in value to a dealer’'s employee, unlesgifirgided to
the dealer to disburse.

A manufacturer, distributor, or factory branch must pay each detleast the average
benefit, incentive, or rebate per vehicle paid to all dealers duhegsales program
period.

Any performance standard or sales objective that may havetexriahaffect on the
dealer, including provision of incentive payments or rights under abuesament
program, have to be fair, reasonable, equitable, and based on accuratatiafgrm
including geographic and demographic characteristics and brand preferences.

In addition, the bill prohibits a manufacturer, distributor, or factory brammch fmposing
a condition on the transfer of an ownership interest in a dealeifsktiyg condition
violates another State law regarding the licensing of motor vehigdemesses. This
prohibition is also violated if an action is taken to prevent dusee to approve the
transfer of an ownership interest without specifically statiregggrounds for the action.
To enforce the prohibition, the Motor Vehicle Administrator ishauted, following a
hearing, to order the transfer of an ownership interest be approveslivibe condition.
The bill authorizes a cause of action in circuit court for damesjated to the failure of a
contract for the transfer of an ownership interest of which a iooladf the bill's
prohibition is the proximate cause; this action may only betutst if the dealer does
not request a hearing by the administrator.

The bill also alters the timeframe during which a manufactuhstributor, or factory
branch may charge back a claim shown to be false or unsubstahtratetbnths from
the date of the payment or reimbursement.

A manufacturer, distributor, or factory branch that suspends, terminates, @dosefuses
to renew a dealership franchise, or that refuses to supply a dathlerhicles, must pay
to the dealer certain consequential damages, including reimburseonedédiership
improvements, the catalog value of vehicles and certain parts arghemij and other
fees, charges, and taxes paid or otherwise incurred by the dealer.

Current Law: A manufacturer, distributor, or factory branch may not coeweater of
new motor vehicles to (1) make any agreement; (2) order optadedivery of any
vehicle, equipment, parts, or accessories; (3) prevent a deateusing its facilities for

another dealership franchise; (4) materially change itstiasilor methods of business in
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a way that would impose substantial financial hardship; or (5)radieeperformance
standards not uniformly applied to other similarly situated dealegksperformance
standard and its application must be fair, reasonable, equitable, sedl dya accurate
information.

In addition, a manufacturer, distributor, or factory branch may not:

° withhold the approval of an individual designated as representative faler de
except for concern about good moral character or lack of reasonabtedsusi
experience;

o refuse to deliver a new motor vehicle or part if it has spatijiadvertised that
the vehicle or part is available for immediate delivery and tiseeeefranchise or
other contract for the sale of the vehicle or part; or

o prevent any owner of any dealership from transferring an owipeirsierest in the
dealership.

A manufacturer, distributor, or factory branch must be licenseld\4 to transfer any
new motor vehicle in the State. MVA may refuse to grant aadeeand may suspend,
revoke, or refuse to renew the license of any person if it {fbda violation or attempt to
violate any provision of applicable law; or (2) a violation or afieto violate any of the
other provisions of the Maryland Vehicle Law that relate to tr@negs or activity of
that person.

Upon the filing of a claim, a manufacturer, factory branch, or Higior must
compensate a dealer for any incentive or reimbursement progfanclaim is shown to
be false or unsubstantiated, the manufacturer, factory branch, rdoudest may charge
back the claim within nine months from the end of the incentiveemnlhursement
program.

Background: There are 1,475 vehicle dealers in Maryland, including 462 new vehicle
dealers and 88 motorcycle dealers. There are also 102 manufactures$;ibitolis, and
4 factory branches in the State.

State Fiscal Effect: MVA estimates that the bill may lead to around 10 additional
investigations per year but advises that enforcement of the piiigisions can be
handled within its existing licensing regulation and approval capacity.

Additional Information

Prior Introductions: None.
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CrossFile: SB 668 (Senator Raskig, al.) - Judicial Proceedings.

Information Source(s): Maryland Department of Transportation, Department of
Legislative Services

Fiscal Note History:  First Reader - March 8, 2009
mcp/ljm

Analysis by: Evan M. Isaacson Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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