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Good morning Chairman Brown, Vice Chairman Blessing, Ranking Member Clyde and
members of the committee. On behalf of our association’s over 830 franchised motor
vehicle dealers, | am here today to ask for your support for Senate Bill 242, which will
update Ohio’s Motor Vehicle Dealer Franchise Law. This legislation has been agreed to
by interested parties and recently received unanimous approval from the Ohio Senate.

Recognizing the significant disparity in bargaining power between dealers and their
manufacturers, Ohio, like all states, created its dealer franchise law nearly forty years
ago to afford rights to dealers which provide balance during negotiations between
the two parties. In enacting this law, Ohio recognized the substantial investments Ohio
dealers make in their dealerships and in their communities. According to the National
Automobile Dealers Association 2013 economic study guide, new car and truck
franchised dealerships in Ohio generate 16% of the Ohio retail sales tax, employ over
50,000 Ohioans, and pay an average annual wage of nearly $48,000.

The law also provides important consumer safeguards relating to the sale, service, and
repair of motor vehicles. Ohio’s franchise law and Ohio’s franchised dealer network
serve a vital role encouraging competition, consumer protection, and investment in
Ohio.

Highlights of Senate Bill 242 include the following:
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Performance Criteria

Manufacturers determine dealers’ areas of sales responsibility and vehicle allocation,
judge a dealer’s sales effectiveness, and terminate dealers based upon criteria they
establish with little or no input from dealers. Dealers’ performance standards are
often calculated based on statewide or national averages, which fail to recognize local
market conditions influencing consumers’ buying patterns. These local market condi-
tions (such as nearby auto manufacturing facilities) can significantly impact a dealer’s
ability to sell their line make and meet their manufacturer established sales effective-
ness goals. There are significant business implications - such as succession planning,
ability to buy or sell a dealership, as well as financial sales and service incentives - tied
to the results of the performance criteria set by the manufacturers.

Senate Bill 242 requires manufacturers to give dealers an opportunity to present the
effect of a “local market condition” when:

. Establishing any performance standard or program measuring dealer performance

. Amending a dealer’s allotment of vehicles, sales expectancy, sales penetration, or
area of responsibility

« Attempting to terminate a dealer

Warranty & Recall Reimbursement

Dealers invest significantly in technician training required by their manufacturers to
perform warranty and recall repairs and regularly invest in expensive special tools and
specialized equipment required to do so. Since 1979, Ohio law has required manufac-
turers to reimburse dealers for service and parts related to warranty and recall work at
the same rate as non-warranty customers for similar work. However, Ohio’s statute
lacks the mechanism that other states have in determining the proper reimbursement
rate. Senate Bill 242 includes a formula replicated in over twenty-two states that
provides clarity going forward.

Senate Bill 242 makes other important updates in the areas of vehicle exporting,
protecting dealer data, succession planning, and dealership facility upgrades.

On behalf of the dealers in your district and throughout the state, we urge your support
of this important legislation. Thank you for your consideration.



