FINAL BILL REPORT
SHB 1996

C87L 24
Synopsis as Enacted

Brief Description: Establishing the Washington recreational vehicle manufacturer and dealer
law.

Sponsors: House Committee on Consumer Protection & Business (originally sponsored by
Representatives Robertson, Chapman and Graham).

House Committee on Consumer Protection & Business
Senate Committee on Labor & Commerce

Background:

The Department of Licensing (Department) regulates persons who engage in business as
vehicle dealers, which includes motor vehicle dealers, mobile home and travel trailer
dealers, miscellaneous vehicle dealers, and recreational vehicle dealers. The Director of the
Department has the authority to issue and deny licenses. A motor vehicle manufacturer
maintains a franchise relationship with their dealers, and the responsibilities of each party
are delineated in state law and the franchise agreement of the parties. State statutes
generally dictate when amotor vehicle manufacturer may own or terminate adealer's
franchise, the compensation a manufacturer must pay a dealer for warranty work and
customer-paid service repair, and prohibited practices. Recreational vehicles are exempt
from the definition of motor vehicles under the unfair practices relating to manufacturers
and dealers franchise agreements.

Summary:

Manufacturer/Dealer Agreements Required.

A recreational vehicle (RV) manufacturer or distributor and a dealer are required to have a
manufacturer/dealer agreement (agreement) in place before selling anew RV in
Washington. The manufacturer must designate the area of sales responsibility exclusively
assigned to the dealer in the agreement, and a dealer may not sell RVs outside of the
designated area. The agreement terms may not be reviewed or changed during its duration

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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without written, mutual consent of both parties. Manufacturers must distribute new RVsto
dealersin afair and equitable manner, and a manufacturer must provide the dealer with
adequate technical datato perform service and repairs.

Termination, Cancellation, and Nonrenewal .

Manufacturers.

A manufacturer or distributor may terminate, cancel, or fail to renew amodel, line-make, or
agreement with good cause, and upon renewal, not require additional inventory stocking
requirements or increased retail sales targetsin excess of the market growth of the dealer's
area of salesresponsibility. The manufacturer or distributor has the burden of showing
good cause for the proposed action based on certain factors. The manufacturer or
distributor must provide at least 120 days prior written notice of the termination,
cancellation, or nonrenewal. The notice must state all reasons for the proposed action, and
if, within 30 days following receipt of notice, the dealer provides to the manufacturer or
distributor awritten notice of the intent to cure all claimed deficiencies, the dealer will have
120 days to rectify the deficiencies. |If the deficiencies are rectified within 120 days, the
manufacturer's or distributor's noticeisvoid. If the dealer does not provide notice of intent
to cure, the proposed action takes effect 30 days after the dealer's receipt of the notice,
unless the dealer has new and untitled inventory on hand.

The notice period may be reduced to 30 days if the grounds for termination, cancellation, or
nonrenewal are due to certain circumstances, such as a dealer being convicted of afelony or
having their license suspended. The notice provisions do not apply if the reason isfor
insolvency, the occurrence of an assignment for creditor's benefit, or bankruptcy.

If the manufacturer or distributor terminate, cancel, or do not renew an agreement without
good cause, the manufacturer or distributor must repurchase dealer inventory, equipment,
and parts.

Dealers.
A dealer may terminate, cancel, or not renew amodel, line-make, or agreement with a
manufacturer or distributor, with or without good cause, at any time by giving 30 days
written notice. If for good cause, the dealer has the burden of showing good cause. If the
agreement is terminated, cancelled, or not renewed by a deaer for good cause, the
manufacturer must, at the election of the dealer and within 45 days, repurchase:
 All new, untitled RV's acquired by the dealer within 18 months before the notice, that
have not been used, altered, or damaged at 100 percent of the net invoice cost,
including transportation, less rebates and discounts. Any repurchased RV must be
paid in full beforeit is removed from the dealer's premises, but upon payment, the RV
must immediately be surrendered.
 All undamaged accessories and proprietary parts sold to the dealer for resale within
12 months prior to the termination, cancellation, or non-renewal, if accompanied by
the original invoice, at 105 percent of the original net price to compensate for
handling, packing, and shipping the parts.
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» Any properly functioning diagnostic equipment, special tools, current signage, and
other equipment and machinery at 100 percent of the dealer's net cost, plus freight,
destination, delivery, and distribution charges and sales taxes, if purchased by the
dealer within five years before termination, cancellation, or nonrenewal.

Remaining Inventory After Termination.
When selling remaining inventory after termination:

» A dealer may sell the remaining in-stock inventory of a particular line-make after an
agreement has been terminated, cancelled, or not renewed by the manufacturer or
distributor.

* If RVsof aline-make subject to the terminated agreement are not repurchased or
required to be repurchased by the manufacturer or distributor, the dealer may
continue to sell such in-stock RVs until they are no longer in the dealer's inventory.

* When taking on an additional line-make of an RV, adealer must notify, in writing,
the manufacturer with whom the dealer has an agreement of the same line-make at
least 30 days prior to entering into a different agreement with the other manufacturer.

Transfer of Ownership.
A dealer who desires to sell must provide the manufacturer or distributor with written notice
10 days before closing so the manufacturer or distributor can determine if thereisan
objection to the sale. The manufacturer or distributor may not object to the change in
ownership unless the prospective transferee:
* has previously been terminated for cause by the manufacturer;
* has been convicted of afelony or fraud, deceit, or moral turpitude;
* lacks any license required by law;
 does not have an active line of credit sufficient to purchase a manufacturer's product;
or
* has undergone bankruptcy, insolvency, a general assignment for the benefit of
creditors, or the appointment of areceiver, trustee, or conservator to take possession
of transferee's business or property in the last 10 years.

If amanufacturer or distributor objects to a proposed change of ownership, the
manufacturer or distributor must give written notice of its reasons to the dealer within seven
business days after receipt of the dealer's notification. The manufacturer or distributor has
the burden of proof, and if the manufacturer or distributor does not give timely notice, the
sale is deemed approved.

A dealer has the opportunity to designate afamily member as a successor to the dealership.
A manufacturer or distributor may not prevent or refuse to honor a succession unless a
written notice of the objection is provided within 10 business days after receipt of the
dealer's modification of the dealer's succession plan. The manufacturer or distributor may
only object to the succession for the same reasons as listed above for change in ownership
and has the burden of proof. A family member may not succeed if the succession involves,
without the manufacturer's or distributor's consent, relocation of the business or ateration of
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the agreement.

Warranty Obligations.
Warrantors must:

* gpecify in writing to each of its dealers, the dealer's obligations, if any, for
preparation, delivery, and warranty service on its products based on the warrantor's
stated policies,

» compensate the dealer for covered warranty services performed; and

 provide the dealer the schedule of compensation to be paid and the time allowances
for the performance of any work and service.

Time allowances for the diagnosis and performance of warranty labor must be reasonable
for the work to be performed. The dealer's compensation for warranty labor may not be less
than the lowest retail labor rate actually charged by the dealer in the ordinary course of
business for like nonwarranty labor, aslong as such rate is reasonable in the dealer's
market. The warrantor must reimburse the dealer for any warranty part, accessory, or
complete component at actual wholesale cost, plus a minimum 30 percent handling charge,
and the cost, if any, of freight to return such part, component, or accessory to the warrantor.
If apart issent to the dealer at no cost, the dealer is entitled to a 30 percent payment of the
part's wholesale cost from the warrantor as a handling charge. The maximum handling
charge may not exceed $300. The warrantor must also reimburse the dealer for the cost of
freight to return awarranty part, accessory, or complete component.

Warrantors are permitted to conduct warranty audits of dealer records on a reasonable basis,
and dealer claims for warranty compensation may not be denied except for cause. The
dealer must submit warranty claims within 45 days of completing the work. The dealer
must notify the warrantor as soon as reasonably possible if unable or unwilling to perform
material or repetitive warranty repairs. The warrantor must disapprove warranty claimsin
writing within 45 days after the date of submission by the dealer, in the manner and form
prescribed by the warrantor. All claims not specifically disapproved within 45 days are
considered approved and must be paid in 60 days.

It isaviolation for any warrantor to:

« fail to perform any of its warranty obligations with respect to warranted products;

« fail toinclude, in written notices of factory campaignsto RV owners and dealers, the
expected date by which necessary parts and equipment will be available to dealersto
perform the campaign work;

« fail to compensate any of its dealers for authorized repairs on merchandise damaged
in manufacturing or transit, if the carrier is designated by the warrantor, factory
branch, distributor, or distributor branch;

+ fail to compensate any of its dealers for authorized warranty service in accordance
with the time allowances set forth in the schedule of compensation, if performedin a
timely and competent manner;

* intentionally misrepresent in any way to RV purchasers that warranties are made by

House Bill Report -4- SHB 1996



the dealer as warrantor or cowarrantor;

* require the dealer to make warranties to customers in any manner related to the
manufacture of the RV; or

« fail to indemnify, defend, and hold harmless its dealer against any losses or damages
to the extent such losses or damages are caused by the negligence or willful
misconduct of the warrantor.

It isaviolation for any dealer to:

« fail to perform predelivery inspection functions in a competent and timely manner;

« fail to perform warranty service work authorized by the warrantor in areasonably
competent and timely manner on any transient customer's RV of the same line-make,
unless the dealer determines that the customer is acting in amanner detrimental to its
business,

« fail to track actual time expended to perform warranty work not governed by time
allowances in the schedule of compensation;

 claim an agency relationship with warrantor or manufacturer;

* misrepresent the terms of any warranty; or

« fail to indemnify, defend, and hold harmless its warrantor against any losses or
damages to the extent such losses or damages are caused by the negligence or willful
misconduct of the dealer.

Dealer Inspection and Rejection.

When the manufacturer or distributor selects the carrier or means of transportation and an
RV is damaged prior to or in transit to the dealer, the dealer must notify the manufacturer or
distributor of the damage and either request authorization to correct the damage or reject the
RV within the specified timeframe. |f the manufacturer or distributor refuses or failsto
authorize repair within 10 business days of notification or if the dealer rgectsthe RV, the
ownership reverts to the manufacturer or distributor and the dealer has no other obligations
with respect to the RV,

Dealer Coercion Prohibited.
A manufacturer or distributor may not coerce or attempt to coerce a dealer to:
* purchase a product that the dealer did not order;
* enter into an agreement;
* takeany action that is unfair or unreasonable;
* enter into an agreement that requires the dealer to submit its disputes to binding
arbitration or otherwise waive rights or responsibilities; or
 forego exercising aright authorized by the agreement or any law governing the
manufacturer/deal er relationship.

Civil Dispute Resolution.

A dealer, manufacturer, distributor, or warrantor may bring civil action in superior court to
recover actual damages for violations by another party. The court must award attorney fees
and costs to the prevailing party. The venue for the civil action must be held in the county
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where the dealer islocated. Before aparty may bring suit, awritten demand for mediation
must be served upon the offending party. Provisions specifying the mediation process are
outlined. A dealer or manufacturer may also apply for a grant of atemporary or permanent
injunction to restrain any person from acting as a dealer, manufacturer, or distributor
without being properly licensed, from violating any of the provisions required, or from
failing or refusing to comply with requirements.

Penalties.

A dealer, manufacturer, or distributor may have their license suspended or revoked if they
are found to be in violation of the agreement regulations. The Department of Licensing
may impose fines, not to exceed $1,000 for each violation.

Votes on Final Passage:

House 97 O
Senate 49 O

Effective: June 6, 2024
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