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SENATE BILL 704

Al 91r1872
CF HB 1080

By: Senators Feldman, Carter, Hershey, Hester, Hough, Reilly, Smith,
Washington, West, and Young

Introduced and read first time: February 4, 2019

Assigned to: Education, Health, and Environmental Affairs

Committee Report: Favorable with amendments
Senate action: Adopted
Read second time: March 12, 2019

CHAPTER

AN ACT concerning

Alcoholic Beverages — Beer Franchise Agreements — Notice of Nonrenewal or
Termination

e- specifying a certain
t1me frame W1th1n Wh1ch a Sﬁa% certam franchlsor 1s requlred to notify a franchisee
of an intention to terminate or refuse to renew a beer franchlse agreement,

agalnst terminating or refusmg to continue or renew a beer franchise agreement
without good cause under certain circumstances; requiring a saaH certain franchisor
to buy back certain beer at a certain price from a certain franchlsee under certain
01rcumstances prov1d1ng for the application of this Act; meksnssa-teechnies

RRe—eer emss: and generally relating to alcoholic beverages

BY repealing and reenacting, with amendments,
Article — Alcoholic Beverages
Section 5=+04 5-107, 5-108, and 5—109-and-5—26+
Annotated Code of Maryland
(2016 Volume and 2018 Supplement)

BY adding to
Article — Alcoholic Beverages
Section 5-109

EXPLANATION: CAPITALS INDICATE MATTER ADDED TO EXISTING LAW.
[Brackets] indicate matter deleted from existing law.
Underlining indicates amendments to bill.
Steike-eut indicates matter stricken from the bill by amendment or deleted from the law by

amendment.
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—

Annotated Code of Maryland
2 (2016 Volume and 2018 Supplement)

w

SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF MARYLAND,
4 That the Laws of Maryland read as follows:

5 Article — Alcoholic Beverages
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4 SENATE BILL 704

(a) This section does not apply to a temporary delivery agreement under §
2—209(c) of this article for a beer festival or a wine and beer festival.

(B) (1) EXCEPT AS PROVIDED IN SUBSECTION (D) OF THIS SECTION, IF A
FRANCHISOR INTENDS TO TERMINATE OR REFUSES TO RENEW A BEER FRANCHISE
AGREEMENT, THE FRANCHISOR SHALL NOTIFY THE FRANCHISEE IN WRITING OF ITS
INTENT:

(1)) AT LEAST 45 DAYS BEFORE THE TERMINATION OR REFUSAL
TO RENEW TAKES EFFECT, FOR A FRANCHISOR THAT ANNUALLY PRODUCES 30,000
OR FEWER BARRELS OF BEER IN AGGREGATE, IN CONJUNCTION WITH ANY
AFFILIATE; AND

(I) AT LEAST 180 DAYS BEFORE THE TERMINATION OR
REFUSAL TO RENEW TAKES EFFECT, FOR ALL OTHER FRANCHISORS.

3 (2) The [notice] NOTICES REQUIRED BY THIS SECTION shall state
all the reasons for the intended termination or nonrenewal.

(c) (1) If a deficiency is claimed in the notice provided under subsection [(b)]
B (B)(1) () of this section, the franchisee has 180 days to rectify the deficiency.

(2)  Ifthe franchisee rectifies the deficiency within 180 days after the notice
PROVIDED UNDER SUBSECTION B}1) (B)(1)(I1) OF THIS SECTION is received, the
intended termination or nonrenewal of the beer franchise agreement is void.

(d) The notice requirement of subsection (b) of this section does not apply if the
reason for the intended termination or nonrenewal is insolvency, the occurrence of an
assignment for the benefit of creditors, or bankruptcy.
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(a) This section does not apply to a temporary delivery agreement under §
2—-209(c) of this article for a beer festival or a wine and beer festival.

(b) (1) (1)) THIS PARAGRAPH DOES NOT APPLY TO A FRANCHISOR THAT
ANNUALLY PRODUCES 30,000 OR FEWER BARRELS OF BEER IN AGGREGATE, IN
CONJUNCTION WITH ANY AFFILIATE.

(I1) Notwithstanding the terms of a beer franchise agreement, fa

franchisor} AEARGEFRANCHISOR may not terminate or refuse to continue or renew a
beer franchise agreement, or cause a franchisee to resign from a beer franchise agreement,
without good cause.

(2) For purposes of paragraph (1) of this subsection, good cause includes
the revocation of a franchisee’s license to do business in the State.

5-109.

(4)

@) SUBJECT TO § 5-107 OF THIS SUBTITLE, BEFORE TERMINATION OF A
BEER FRANCHISE AGREEMENT, A SMAEE FRANCHISOR SHALL BUY BACK ATF-FEAIR
MARKEFVAEUE ALL THE BEER THAT THE FRANCHISEE PURCHASED FROM THE
SMALEE FRANCHISOR AND RETAINS IN INVENTORY.

(B) THE FRANCHISOR SHALL BUY BACK THE BEER:

(1) AT THE PRICE THE FRANCHISEE PAID WHEN PURCHASING THE
BEER, IF THE FRANCHISOR ANNUALLY PRODUCES 15,000 OR FEWER BARRELS OF
BEER IN AGGREGATE, IN CONJUNCTION WITH ANY AFFILIATE; OR

(2) AT FAIR MARKET VALUE, IF THE FRANCHISOR ANNUALLY
PRODUCES MORE THAN 15,000 BARRELS OF BEER IN AGGREGATE, IN CONJUNCTION
WITH ANY AFFILIATE.
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6 SENATE BILL 704
[5-109.] 5-110.

(a) (1) A beer distributor or franchisee may bring an action in a court of
general jurisdiction to recover damages against a beer manufacturer, franchisor, or

franchisee for violation of this subtitle.

(2)  If appropriate, the beer distributor or franchisee is entitled to injunctive
relief.

(b) In an action for violation of this subtitle, the prevailing beer distributor or
franchisee is entitled to the costs of the action including reasonable attorney’s fees.
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SECTION 2. AND BE IT FURTHER ENACTED, That for a smsal franchisor that
annually produces 30,000 or fewer barrels of beer in aggregate, in conjunction with any

affiliate, and that is a party to a franchise agreement existing before July 1, 2019:

(1)  thelaw in effect on June 30, 2019, continues to apply until expiring on
December 31, 2019; and

(2) this Act shall apply beginning on January 1, 2020.
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1 SECTION 3. AND BE IT FURTHER ENACTED, That, subject to Section 2 of this
2 Act, this Act shall take effect July 1, 2019.

Approved:

Governor.

President of the Senate.

Speaker of the House of Delegates.





