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Chairman LaRose and members of the Senate Transportation, Commerce and Labor Committee:

The Alliance of Automobile Manufacturers and our 12 member companies submit the following
testimony to record our strong opposition to SB 242, revising several provisions in the current
Ohio motor vehicle franchise statute. The Alliance is a trade association representing 12 of the
world’s leading car and light truck manufacturers, including BMW Group, FCA US LLC, Ford
Motor Company, General Motors Company, Jaguar Land Rover, Mazda, Mercedes-Benz USA,
Mitsubishi Motors, Porsche, Toyota, Volkswagen Group of America, and Volvo Cars.

The Alliance and our member companies have worked diligently with the Ohio Automobile
Dealers Association (OADA) since late 2015 in an attempt to reach agreement on the OADA’s
substantial list of proposed changes to Ohio’s current motor vehicle franchise statute. We have
successfully negotiated agreement on several provisions, including multiple provisions within
these larger topics:

limitations on manufacturer required facility modifications

ability of dealers to locally source goods and services for facility construction
intellectual property protections

use of consumer data and protection thereof

succession of a dealership and the requirement to meet manufacturer qualifications.

However, the manufacturers remain firmly opposed on three critical outstanding issues as
currently drafted in the substitute bill — all of which, to some degree, are unprecedented among
state franchise regulation.

Based upon our review of the substitute version of Senate Bill 242, our objections are as follows:
1. Local Market Conditions - definition (page 13, lines 315-316)

In practice, the full “local market conditions” definition requires differentiation of standards on a
dealer-by-dealer basis. Consequently, the criteria for measurement of dealer performance across
a dealer network cannot, by law, apply to all dealers equally, as is currently required under
current Ohio law. Current law also requires manufacturers to establish reasonable and
nondiscriminatory criteria upon which it measures a dealer’s performance. Adding this
definition takes away the necessary flexibility manufacturers need to address differing
circumstances for different dealers by mandating them for all. The result will be delay,
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confusion, statutorily-mandated inequitable treatment and possibly, litigation to figure it all out.
Thus, if we must include this concept, it should be limited to those factors that would affect
dealers differently. A recall would impact all dealers, there should be no unique independent
impact to assess.

2. Retail Warranty Reimbursement - set of orders (page 14, lines 368-372)

There is no reason a dealer should not be required to use the same repair orders for calculating
parts as he does to calculate labor - the intention to use separate sets of repair orders indicates a
desire by dealers to purposefully cherry pick those repair orders that are most profitable instead
of using identical, sequential repair orders for both labor and parts. This is true regardless of a
dealer requesting retail for either parts or labor, or parts and labor at the same time.

3k Retail Warranty Reimbursement - exclusions from retail rate (page 15, line 407, 411)

RC 4517.52(B)(4) provides a list of repairs that are to be excluded from the calculation of the
retail rate. The current language would exclude repairs for which a volume discount is given to
certain customers. The manufacturers have requested that fleet owners be removed from this list.
The manufacturer is the dealer’s largest repair customer and should be allowed the benefit of any
repair rate discount that other large volume repair customer receives. The removal of discounted
repairs for fleet owners would have the effect of substantially increasing the “retail” rate at the
cost of millions of dollars to manufacturers.

The replacement of tires is part of legitimate warranty work. The removal of tire replacements
from the calculation of the retail rate would have the effect of substantially increasing the retail
rate at the cost of millions of dollars to manufacturers.

4. Retail Warranty Reimbursement - reasonability of rate (page 16, line 424)

The manufacturers must have the ability to assess the reasonableness of the dealer’s retail rate to
ensure that the dealer is not out of line with similarly situated, same line-make new motor
vehicle in the vicinity - not immediate vicinity. Immediate vicinity is so narrow as to offer no
real comparisons.

5. Retail Warranty Reimbursement - retaliatory action (page 14, line 480)

If the dealer is going to claim that an action taken by the manufacturer is in retaliation for their
setting of the retail rate, they should be required to show that the action is solely based on the
dealer’s request for retail. There are many reasons why a manufacturer might take adverse
action against a dealer, this provision would open the manufacturer to claims that every action is
a retaliatory action based on the retail rate and would only cause conflict and slow the rate
setting process.



6. Export (page 28, lines 789-802)

This is a substantial and unprecedented change to the current statutory language governing the
export of new motor vehicles. Of the 24 states that have enacted franchise export language, Ohio
would be the first to implement a “reckless disregard” standard. This language effectively
absolves the dealer of any reasonable obligation to remain aware, ask simple questions and
adhere to well-known manufacturer export policies.

The manufacturers had proposed that they be able to take action against a dealer where the
manufacturer could prove (1) the dealer had actual knowledge that the vehicle was going to be
exported; (2) the purchaser’s information was on the manufacturer’s known exporter list and the
vehicle was exported within 12 months of purchase; OR (3) the dealer should have reasonably
known that the vehicle was purchased for export.

The dealer, as the only representative of the manufacturer present at the time of sale and
therefore most capable of identifying a potential exporter, must remain aware and engage in
reasonable due diligence to avoid selling vehicles intended for export — a substantially lower
standard then “reckless disregard”.

As a final note, I would like to highlight for the committee that the manufacturers have engaged
in this process because our partners, the dealers, were interested in addressing issues they have
with the franchise law. The manufacturers were satisfied with the current provisions of the
franchise law. None of the changes in Substitute Senate Bill 242 are there at the request of the
manufacturers. Any language changes the manufacturers have submitted have been in response
to proposals from the dealers and are attempts to improve those proposals.

The Alliance and our members strongly oppose Substitute Senate Bill 242 as currently drafted.
Thank you for the opportunity to appear today and I am happy to take any questions.



