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§ 445.1561. Short title; meanings of words and phrases.

Sec. 1.

(1)  This act shall be known and may be cited as the “motor vehicle franchise act”.

(2)  For the purposes of this act, the words and phrases defined in sections 2 to 6 have the meanings 
ascribed to them in those sections, except where the context clearly indicates a different meaning.

History

Pub Acts 1981, No. 118, § 1, imd eff July 19, 1981; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

LexisNexis® Notes

Notes

Prior codification:

MSA § 19.856(21)

Amendment Notes

The 2018 amendment by PA 668 added (1); and added the (2) designation.

Case Notes

Pub. L. No. 111-117, § 747, 123 Stat. 3034, 3219 (2009), does not preempt the state-law dealer act that govern the 
relationships between automobile manufacturers and dealers in Michigan, i.e., Mich. Comp. Laws § 445.1561 et 
seq. Chrysler Group LLC v. S. Holland Dodge, 862 F. Supp. 2d 661, 2012 U.S. Dist. LEXIS 41438 (E.D. Mich. 
2012), app. dismissed, 2012 U.S. App. LEXIS 27250 (6th Cir. June 27, 2012), app. dismissed, 2012 U.S. App. 
LEXIS 27251 (6th Cir. June 27, 2012).

Research References & Practice Aids
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Statutory references:

Sections 2 to 6, above referred to, are §§ 445.1562, 445.1563, 445.1564, 445.1565 and 445.1566.

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 

LexisNexis® Michigan analytical references:

Michigan Law and Practice, Unfair Competition, Consumer Protection § 69 

Midwest Transaction Guide, Chapter 132, Franchise Agreement

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.
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§ 445.1562. Definitions; C, D.

Sec. 2.

(1)  “Closed dealership” means a new motor vehicle dealer whose dealer agreement has been terminated, 
canceled, discontinued, or not renewed.

(2)  “Coerce” means to compel or attempt to compel a person to act in a given manner or to refrain from 
acting in a given manner by pressure, intimidation, or threat of harm, damage, breach of contract, or other 
adverse consequences, including, but not limited to, the loss of any benefit available to other new motor 
vehicle dealers of the same line-make in this state. The term does not include any of the following actions 
by a manufacturer:

(a)  Without conditions, making a good faith recommendation, exposition, or argument or persuading or 
attempting to persuade a person.

(b)  Giving notice in good faith to a new motor vehicle dealer of that dealer’s violation of the terms or 
provisions of a dealer agreement.

(c)  Engaging in any conduct the manufacturer is permitted to engage in under this act.

(3)  “Dealer agreement” means an agreement or contract in writing between a distributor and a new motor 
vehicle dealer, between a manufacturer and a distributor or a new motor vehicle dealer, or between an 
importer and a distributor or a new motor vehicle dealer, that purports to establish the legal rights and 
obligations of the parties to the agreement or contract and under which the dealer purchases and resells 
new motor vehicles and conducts service operations. The term includes the sales and service agreement, 
regardless of the terminology used to describe that agreement, and any addenda to the dealer agreement, 
including all schedules, attachments, exhibits, and agreements incorporated by reference into the dealer 
agreement.

(4)  “Designated family member” means any of the following:

(a)  If a new motor vehicle dealer who dies or becomes incapacitated has designated a successor 
under section 15(6), that designated successor.

(b)  If a new motor vehicle owner dies and has not designated a successor under section 15(6), the 
spouse or a child, grandchild, parent, brother, or sister of a deceased new motor vehicle dealer, who is 
entitled to inherit the deceased dealer’s ownership interest in the new motor vehicle dealership under 
the terms of the dealer’s will, who has otherwise been designated in writing by a deceased dealer to 
succeed the deceased dealer in the new motor vehicle dealership, or who is entitled to inherit under the 
laws of intestate succession of this state or the appointed and qualified personal representative or 
testamentary trustee of the deceased new motor vehicle dealer.

(c)  If a new motor vehicle dealer becomes incapacitated and has not designated a successor under 
section 15(6), the person appointed by the court as the legal representative of the dealer.

History
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Pub Acts 1981, No. 118, § 2, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; 1998, No. 456, imd eff December 30, 1998; 2010, No. 140, imd eff August 4, 2010; Pub Acts 2018, No. 668, 
effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(22)

Editor’s notes:

 Pub Acts 1998, No. 456, enacting § 1,  imd eff December 30, 1998, provides:

“Enacting section 1. This amendatory act does not take effect unless House Bill No. 4738 of the 89th Legislature 
[Pub Acts 1998, No. 455] is enacted into law.”.

 Pub Acts 2010, No. 140, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 1998 amendment  revised subsection (2).

The 2010 amendment  added subsection (2), and subsection (4), paragraphs (a) and (c); redesignated and revised 
former subsection (2) as (3) from text which read: “ ‘Dealer agreement’ means the agreement or contract in writing 
between a distributor and a new motor vehicle dealer, between a manufacturer and a distributor or a new motor 
vehicle dealer, or between an importer and a distributor or a new motor vehicle dealer, which purports to establish 
the legal rights and obligations of the parties to the agreement or contract with regard to the purchase and sale or 
resale of new and unaltered motor vehicles and accessories for motor vehicles.”; and redesignated and revised 
former subsection (3) as subsection (4), opening paragraph and paragraph (b) from text which read: “ ‘Designated 
family member’ means the spouse, child, grandchild, parent, brother, or sister of a deceased new motor vehicle 
dealer who is entitled to inherit the deceased dealer’s ownership interest in the new motor vehicle dealership under 
the terms of the dealer’s will, or who has otherwise been designated in writing by a deceased dealer to succeed the 
deceased dealer in the new motor vehicle dealership, or is entitled to inherit under the laws of intestate succession 
of this state. With respect to an incapacitated new motor vehicle dealer, the term means the person appointed by a 
court as the legal representative of the new motor vehicle dealer’s property. The term also includes the appointed 
and qualified personal representative and the testamentary trustee of a deceased new motor vehicle dealer. 
However, the term shall mean only that designated successor nominated by the new motor vehicle dealer in a 
written document filed by the dealer with the manufacturer or distributor, if such a document is filed.”.

 The 2018 amendment by PA 668 substituted “same line-make” for “same line make” in (2).

NOTES TO DECISIONS
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2007 agreement between defendant car manufacturer and plaintiff automobile dealer, which incorporated the 
relevant market area in effect at the time when the dealer agreement was entered into, constituted a dealer 
agreement because it was in writing, purported to establish the parties' legal rights and obligations, and set out 
specific products covered in an addendum. LaFontaine Saline, Inc. v. Chrysler Group, LLC, 496 Mich. 26, 852 
N.W.2d 78, 2014 Mich. LEXIS 1037 (Mich. 2014).

Letter of intent between car manufacturer and proposed automobile dealer did not constitute a “dealer agreement” 
because it did not establish their rights and obligations with regard to the purchase and sale or resale of new motor 
vehicles and accessories for motor vehicles. LaFontaine Saline, Inc. v. Chrysler Group, LLC, 496 Mich. 26, 852 
N.W.2d 78, 2014 Mich. LEXIS 1037 (Mich. 2014).

Research References & Practice Aids

Statutory references:

Section 15, above referred to, is § 445.1575.

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements § 402

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:2 et seq.

4A Am Jur Legal Forms 2d, Business Franchises § 50:324

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1563. Definitions; D to F.

Sec. 3.

(1)  “Distributor” means any person, including importer, that is located in or outside of this state and is 
engaged in the business of offering for sale, selling, or distributing new and unaltered motor vehicles to a 
new motor vehicle dealer under a dealer agreement, that maintains a factory representative that is located 
in or outside of this state for purposes of conducting that business, or that controls a person that is located 
in or outside of this state and offers for sale, sells, or distributes new and unaltered motor vehicles to a new 
motor vehicle dealer. Distributor does not include a person that alters or converts motor vehicles for sale to 
a new motor vehicle dealer.

(2)  “Established place of business” means a permanent, enclosed commercial building located in this state 
that is easily accessible and open to the public at all reasonable times and at which a new motor vehicle 
dealer may legally conduct business, including the display and repair of motor vehicles, in compliance with 
the terms of all applicable buildings codes, zoning, and other land-use regulatory ordinances.

(3)  “Executive manager” means any of the following:

(a)  An individual who is employed by a new motor vehicle dealer in an executive capacity and who has 
a written employment agreement with the dealer that includes a right for the executive manager to 
purchase a controlling interest in the dealership at a future time or on the death or incapacity of the 
dealer.

(b)  An individual who is designated by the new motor vehicle dealer, in an addendum to the dealer 
agreement, as having authority and responsibility to operate the dealership on a day-to-day basis.

(4)  “Factory branch” means an office maintained by a manufacturer or distributor for the purpose of selling 
or offering to sell vehicles to a distributor, wholesaler, or new motor vehicle dealer or for directing or 
supervising any factory or distributor representatives. The term includes any sales promotion organization 
maintained by a manufacturer or distributor that is engaged in promoting the sale of a particular make of 
new motor vehicles in this state to new motor vehicle dealers.

(5)  “Factory representative” means an agent or employee of a manufacturer, distributor, or factory branch 
retained or employed for the purpose of making or promoting the sale of new motor vehicles or for 
supervising or contracting with new motor vehicle dealers or proposed motor vehicle dealers.

History

Pub Acts 1981, No. 118, § 3, imd eff July 19, 1981; amended by Pub Acts 1998, No. 456, imd eff December 30, 
1998; 2010, No. 140, imd eff August 4, 2010; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes
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Prior codification:

MSA § 19.856(23)

Editor’s notes:

 Pub Acts 1998, No. 456, enacting § 1,  imd eff December 30, 1998, provides:

“Enacting section 1. This amendatory act does not take effect unless House Bill No. 4738 of the 89th Legislature 
[Pub Acts 1998, No. 455] is enacted into law.”.

 Pub Acts 2010, No. 140, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 1998 amendment  revised subsection (1); and in subsection (3), made a grammatical change.

The 2010 amendment  revised subsection (1) from one which read: “ ‘Distributor’ means any person, including an 
importer, resident or nonresident, who is engaged in the business pursuant to a dealer agreement, in whole or in 
part, of offering for sale, selling, or distributing new and unaltered motor vehicles to a new motor vehicle dealer, who 
maintains a factory representative for such purposes, resident or nonresident, or who controls any person, resident 
or nonresident, who in whole or in part offers for sale, sells, or distributes new and unaltered motor vehicles to a 
new motor vehicle dealer. Distributor does not include a person who alters or converts motor vehicles for sale to a 
new motor vehicle dealer.”; revised subsection (2) from one which read: “ ‘Established place of business’ means a 
permanent, enclosed commercial building located within this state easily accessible and open to the public at all 
reasonable times and at which the business of a new motor vehicle dealer, including the display and repair of motor 
vehicles, may be lawfully carried on in accordance with the terms of all applicable buildings codes, zoning, and 
other land-use regulatory ordinances.”; added subsection (3); redesignated and revised former subsection (3) as (4) 
from text which read: “ ‘Factory branch’ means an office maintained by a manufacturer or distributor for the purpose 
of selling or offering for sale vehicles to a distributor, wholesaler, or new motor vehicle dealer, or for directing or 
supervising in whole or in part factory or distributor representatives. The term includes any sales promotion 
organization maintained by a manufacturer or distributor which is engaged in promoting the sale of a particular 
make of new motor vehicles in this state to new motor vehicle dealers.”; and redesignated former subsection (4) as 
(5).

The 2018 amendment by PA 668 substituted “any of the following” for “an” in the introductory language of (3); 
added the (3)(a) designation; in (3)(a), added “an” and “who is” at the beginning; and added (3)(b).

NOTES TO DECISIONS

Phrase, “may legally conduct business, including the display and repair of motor vehicles, in compliance with the 
terms of all applicable buildings codes, zoning, and other land-use regulatory ordinances,” MCL 445.1563(2), plainly 
means that a plaintiff must have the lawful authority to conduct business at its commercial building, which at a 
minimum must permit the display and repair of motor vehicles. The statute then goes on to provide that if such 
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minimum requirements are met, it is permissible but not mandatory for the person or entity to conduct other 
business activity at the same location. Veritas Auto. Mach., LLC v. FCA Int'l Operations, LLC, 2021 Mich. App. 
LEXIS 645 (Mich. Ct. App. Jan. 28, 2021).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 394–398

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1564. Definitions; G to M.

Sec. 4.

(1)  “Good faith” means that term as defined in section 1201 of the uniform commercial code, 1962 PA 174, 
MCL 440.1201.

(2)  “Good moral character” means good moral character as defined in and determined under 1974 PA 381, 
MCL 338.41 to 338.47.

(3)  “Line-make” means a collection of models, a series, or a group of motor vehicles manufactured by or 
for a particular manufacturer, distributor, or importer that are offered for sale, lease, or distribution under a 
common brand name or mark. All of the following apply to the term “line-make”:

(a)  Multiple brand names or marks may constitute a single line-make, but only if they are included in a 
common dealer agreement and the manufacturer, distributor, or importer offers all of the vehicles that 
bear the multiple names or marks to its authorized dealers together, and not separately.

(b)  Motor vehicles that share a common brand name or mark may constitute separate line-makes if 
those vehicles are of different vehicle types or are intended for different types of use, and either of the 
following applies:

(i)  The manufacturer has expressly defined or covered the subject line-makes of vehicles as 
separate and distinct line-makes in the applicable dealer agreements.

(ii)  The manufacturer has consistently characterized the subject vehicles as constituting separate 
and distinct line-makes to its dealer network.

(4)  “Local market conditions” means certain relevant and material conditions, criteria, data, and facts, 
beyond the control or influence of a new motor vehicle dealer, that have a material impact on the new motor 
vehicle dealer’s sales performance in the assigned market area in which the new motor vehicle dealer 
offers vehicles for sale or lease. The term may include, but is not limited to, any of the following:

(a)  Demographics in a new motor vehicle dealer’s market area.

(b)  Geographical and market characteristics in a new motor vehicle dealer’s market area.

(c)  Local economic circumstances.

(d)  The preferences of motor vehicle purchasers or lessees.

(e)  Customer drive distance from a new motor vehicle dealer.

(5)  “Manufacturer” means a person that manufactures or assembles new motor vehicles or a distributor, 
factory branch, or factory representative.

(6)  “Motor vehicle” means that term as defined in section 33 of the Michigan vehicle code, 1949 PA 300, 
MCL 257.33, but does not include a bus, a tractor, or farm equipment.

(7)  “Motor vehicle service and repair facility” means a motor vehicle repair facility, as defined in section 2 of 
the motor vehicle service and repair act, 1974 PA 300, MCL 257.1302. The term does not include a motor 
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vehicle dealer performing maintenance, diagnosis, vehicle body work, repairs, or other service or repair 
work on motor vehicles under the terms of a dealer agreement.

History

Pub Acts 1981, No. 118, § 4, imd eff July 19, 1981; amended by Pub Acts 2000, No. 240, imd eff June 28, 2000; 
Pub Acts 2010, No. 140, imd eff August 4, 2010; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(24)

Editor’s notes:

 Pub Acts 2000, No. 240, enacting § 1,  imd eff June 28, 2000, provides:

“Enacting section 1. This amendatory act does not take effect unless Senate Bill No. 1197 of the 90th Legislature 
[Pub Acts 2000, No. 239] is enacted into law.”.

 Pub Acts 2010, No. 140, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 2000 amendment  in subsections (1) and (3), changed the style of statutory references.

The 2010 amendment  revised subsection (1) from one which read: “ ‘Good faith’ means honesty in fact and the 
observation of reasonable commercial standards of fair dealing in the trade, as defined and interpreted under 
section 2103 of the uniform commercial code, 1962 PA 174, MCL 440.2103.”; revised subsection (2) from one 
which read: “ ‘Manufacturer’ means any person who manufactures or assembles new motor vehicles; or any 
distributor, factory branch, or factory representative.”; revised subsection (3) from one which read: “ ‘Motor vehicle’ 
means that term as defined in section 33 of the Michigan vehicle code, 1949 PA 300, MCL 257.33, but does not 
include a bus, tractor, or farm equipment.”; and added subsection (4).

The 2018 amendment by PA 668, in (1), substituted “section 1201” for “section 2013” and “MCL 440.1201” for 
“MCL 440.2103”; added (2) through (4); and redesignated former (2) through (4) as (5) through (7).

Notes to Unpublished Decisions

Unpublished decision: In an action by an auto dealer against an auto manufacturer alleging, inter alia, violation of 
the Michigan Dealer Act (MDA), MCL § 445.1565, and the Automobile Dealers Day in Court Act (ADDCA), 15 
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USCS § 1221 et seq., regarding the manufacturer’s cancellation of the parties’ dealer agreement, judgment was 
entered for the manufacturer where the manufacturer had good cause to terminate the dealer agreement and 
satisfied the notice requirements of the MDA because the manufacturer observed reasonable commercial 
standards of fair dealing in connection with its issuance of the notices of default and termination to the dealer 
pursuant to MCL § 445.1564, there was no evidence that the manufacturer acted dishonestly, and the dealer failed 
to effectively carry out the performance provisions of the dealer agreement relating to sales and service, pursuant to 
MCL § 445.1567(3); and the manufacturer’s withdrawal of co-op funds for one month did not constitute a wrongful 
demand under 15 USCS § 1221(e) or otherwise exhibit, a lack of good faith within the meaning of the ADDCA. Fred 
Lavery Co. v. Nissan N. Am., Inc., 2002 U.S. Dist. LEXIS 25941 (E.D. Mich. Dec. 17, 2002), aff'd, 99 Fed. Appx. 
585, 2004 U.S. App. LEXIS 8950 (6th Cir. Mich. 2004).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 394–398

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1565. Definitions; N to P.

Sec. 5.

(1)  “New motor vehicle” means a motor vehicle that is in the possession of the manufacturer, distributor, or 
wholesaler, or has been sold only to a new motor vehicle dealer and for which the new motor vehicle dealer 
has not issued an original title.

(2)  “New motor vehicle dealer” means a person, including a distributor, that holds a dealer agreement 
granted by a manufacturer, distributor, or importer for the sale or distribution of its motor vehicles; is 
engaged in the business of purchasing, selling, exchanging, or dealing in new motor vehicles; and  has an 
established place of business in this state.

(3)  “Person” means a natural person, partnership, corporation, limited liability company, association, trust, 
estate, or other legal entity.

(4)  “Proposed new motor vehicle dealer” means a person who has an application pending for a new dealer 
agreement with a manufacturer or distributor. Proposed motor vehicle dealer does not include a person 
whose dealer agreement is being renewed or continued.

History

Pub Acts 1981, No. 118, § 5, imd eff July 19, 1981; amended by Pub Acts 1998, No. 456, imd eff December 30, 
1998 (see 1998 note below); 2010, No. 139, imd eff August 4, 2010 (see 2010 note below).

Annotations

LexisNexis® Notes

Notes

Prior codification:

MSA § 19.856(25)

Editor’s notes:

 Pub Acts 1998, No. 456, enacting § 1,  imd eff December 30, 1998, provides:

“Enacting section 1. This amendatory act does not take effect unless House Bill No. 4738 of the 89th Legislature 
[Pub Acts 1998, No. 455] is enacted into law.”.
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 Pub Acts 2010, No. 139, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) House Bill No. 6099 [Pub Acts 2010, No. 140].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 1998 amendment  revised subsection (2).

The 2010 amendment  revised subsection (1) from one which read: “ ‘New motor vehicle’ means a motor vehicle 
which is in the possession of the manufacturer, distributor, or wholesaler, or has been sold only to a new motor 
vehicle dealer and on which the original title has not been issued from the new motor vehicle dealer.”; revised 
subsection (2) from one which read: “ ‘New motor vehicle dealer’ means a person, including a distributor, who holds 
a dealer agreement granted by a manufacturer, distributor, or importer for the sale or distribution of its motor 
vehicles, who is engaged in the business of purchasing, selling, exchanging, or dealing in new motor vehicles and 
who has an established place of business in this state.”; and revised subsection (3) from one which read: “ ‘Person’ 
means a natural person, partnership, corporation, association, trust, estate, or other legal entity.”.

Case Notes

Notwithstanding a Michigan choice-of-law provision in their dealer agreements, two terminated auto dealerships 
located outside Michigan could not maintain a suit against the manufacturer under the Michigan Dealer Act, which 
does not apply to dealerships not physically located in Michigan. Ford Motor Co. v. Ghreiwati Auto, 945 F. Supp. 2d 
851, 2013 U.S. Dist. LEXIS 68924 (E.D. Mich. 2013).

Notes to Unpublished Decisions

Unpublished decision: In an action by an auto dealer against an auto manufacturer alleging, inter alia, violation of 
the Michigan Dealer Act (MDA), MCL § 445.1565, and the Automobile Dealers Day in Court Act (ADDCA), 15 
USCS § 1221 et seq., regarding the manufacturer’s cancellation of the parties’ dealer agreement, judgment was 
entered for the manufacturer where the manufacturer had good cause to terminate the dealer agreement and 
satisfied the notice requirements of the MDA because the manufacturer observed reasonable commercial 
standards of fair dealing in connection with its issuance of the notices of default and termination to the dealer 
pursuant to MCL § 445.1564, there was no evidence that the manufacturer acted dishonestly, and the dealer failed 
to effectively carry out the performance provisions of the dealer agreement relating to sales and service, pursuant to 
MCL § 445.1567(3); and the manufacturer’s withdrawal of co-op funds for one month did not constitute a wrongful 
demand under 15 U.S.C.S. § 1221(e) or otherwise exhibit, a lack of good faith within the meaning of the ADDCA. 
Fred Lavery Co. v. Nissan N. Am., Inc., 2002 U.S. Dist. LEXIS 25941 (E.D. Mich. Dec. 17, 2002), aff'd, 99 Fed. 
Appx. 585, 2004 U.S. App. LEXIS 8950 (6th Cir. Mich. 2004).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.
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Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:6–33:12

4A Am Jur Legal Forms 2d, Business Franchises § 50:324

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 

Michigan Compiled Laws Service
Copyright © 2022 Matthew Bender & Company, Inc.
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§ 445.1566. Definitions; R to U.

Sec. 6.

(1)  “Relevant market area” means 1 of the following:

(a)  In a county that has a population of more than 150,000, the area within a radius of 9 miles of the 
site of the intended place of business of a proposed new vehicle dealer or the intended place of 
business of a new vehicle dealer that plans to relocate its place of business. For purposes of this 
section, the 9-mile distance is determined by measuring the distance between the nearest surveyed 
boundary of an existing new motor vehicle dealer’s principal place of business and the nearest 
surveyed boundary line of the proposed or relocated new motor vehicle dealer’s principal place of 
business.

(b)  In a county that has a population of 150,000 or fewer, the area within a radius of 15 miles of the 
site of the intended place of business of a proposed new vehicle dealer or the intended place of 
business of a new vehicle dealer that plans to relocate its place of business. For purposes of this 
section, the 15-mile distance is determined by measuring the distance between the nearest surveyed 
boundary line of an existing new motor vehicle dealer’s principal place of business and the nearest 
surveyed boundary line of the proposed or relocated new motor vehicle dealer’s principal place of 
business.

(2)  “Stop-sale order” means a notification issued by a manufacturer to its franchised new motor vehicle 
dealers stating that certain used vehicles in inventory shall not be driven, sold, or leased, at either retail or 
wholesale, due to a federal safety recall or manufacturer issued recall for a defect or a noncompliance, or a 
federal emissions recall.

(3)  “Successor manufacturer” means a manufacturer that acquires, succeeds to, or assumes any part of 
the business of another manufacturer as the result of any of the following:

(a)  A change in ownership, operation, or control of a predecessor manufacturer by sale or transfer of 
assets, corporate stock, or other equity interest, assignment, merger, consolidation, combination, joint 
venture, redemption, court-approved sale, operation of law, or any other means.

(b)  Termination, suspension, or cessation of a part or all of the business operations of a predecessor 
manufacturer.

(c)  Discontinuance of the sale of a product line.

(d)  A change in distribution system by a predecessor manufacturer, whether through a change in 
distributor or the predecessor manufacturer’s decision to cease conducting any business through a 
particular distributor.

(4)  “Used motor vehicle” means a motor vehicle that is not a new motor vehicle.

(5)  “Used motor vehicle dealer” means a person that is engaged in the business of purchasing, selling, 
exchanging, or dealing in used motor vehicles and that has an established place of business in this state at 
which it conducts that business. The term does not include a new motor vehicle dealer purchasing, selling, 
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exchanging, or dealing in used motor vehicles as part of its business of purchasing, selling, exchanging, or 
dealing in new motor vehicles.

History

Pub Acts 1981, No. 118, § 6, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; Pub Acts 2010, No. 139, imd eff August 4, 2010; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(26)

Editor’s notes:

 Pub Acts 2010, No. 139, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) House Bill No. 6099 [Pub Acts 2010, No. 140].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 2010 amendment  redesignated and revised opening paragraph as subsection (1), opening paragraph from 
text which read: “ ‘Relevant market area’ means:”; redesignated and revised paragraph (a) as subsection (1), 
paragraph (a) from text which read: “For a proposed new motor vehicle dealer or a new motor vehicle dealer who 
plans to relocate his or her place of business in a county having a population which is greater than 25,000, the area 
within a radius of 6 miles of the intended site of the proposed or relocated dealer. The 6-mile distance shall be 
determined by measuring the distance between the nearest surveyed boundary of the existing new motor vehicle 
dealer’s principal place of business and the nearest surveyed boundary line of the proposed or relocated new motor 
vehicle dealer’s principal place of business.”; redesignated and revised paragraph (b) as subsection (1), paragraph 
(b) from text which read: “For a proposed new motor vehicle dealer or a new motor vehicle dealer who plans to 
relocate his or her place of business in a county having a population which is not greater than 25,000, the area 
within a radius of 10 miles of the intended site of the proposed or relocated dealer, or the county line, whichever is 
closer to the intended site. The 10-mile distance shall be determined by measuring the distance between the 
nearest surveyed boundary line of the existing new motor vehicle dealer’s principal place of business and the 
nearest surveyed boundary line of the proposed or relocated new motor vehicle dealer’s principal place of 
business.”; and added subsections (2)–(4).

The 2018 amendment by PA 668 added (2); and redesignated former (2) through (4) as (3) through (5).

NOTES TO DECISIONS
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Retroactive application of the 2010 amendment to the Motor Vehicle Dealer Act, expanding the definition of relevant 
market area from a six-mile radius to a nine-mile radius, did not apply retroactively to a 2007 dealer agreement, 
which incorporated the relevant market area in effect at the time when the dealer agreement was entered into, 
because retroactive application of the amendment's nine-mile relevant market area would impinge upon the 
manufacturer's rights under the 2007 agreement. LaFontaine Saline, Inc. v. Chrysler Group, LLC, 496 Mich. 26, 852 
N.W.2d 78, 2014 Mich. LEXIS 1037 (Mich. 2014).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 371–374

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1567. Cancellation, termination, nonrenewal, or discontinuance of 
dealer agreement; conditions; existence of good cause.

Sec. 7.

(1)  Notwithstanding any agreement, a manufacturer or distributor shall not cancel, terminate, fail to renew, 
or refuse to continue any dealer agreement with a new motor vehicle dealer unless the manufacturer or 
distributor meets all of the following:

(a)  Has satisfied the notice requirement of section 10.

(b)  Has acted in good faith.

(c)  Has good cause for the cancellation, termination, nonrenewal, or discontinuance.

(2)  Notwithstanding any agreement, good cause exists for the purposes of a termination, cancellation, 
nonrenewal, or discontinuance under subsection (1)(c) when both of the following occur:

(a)  There is a failure by the new motor vehicle dealer to comply with a provision of the dealer 
agreement and the provision is both reasonable and of material significance to the relationship between 
the manufacturer or distributor and the new motor vehicle dealer.

(b)  Unless otherwise agreed or if the dealer is participating in a performance improvement plan or 
program, the manufacturer or distributor provided the required notification under section 10 not more 
than 2 years after the date on which the manufacturer first acquired actual or constructive knowledge of 
the failure.

(3)  If the failure of a new motor vehicle dealer to comply with a provision of the dealer agreement relates to 
the performance of the new motor vehicle dealer in sales or service, good cause exists for the purposes of 
a termination, cancellation, nonrenewal, or discontinuance under subsection (1) when the new motor 
vehicle dealer fails to effectively carry out the performance provisions of the dealer agreement if all of the 
following have occurred:

(a)  The new motor vehicle dealer was given written notice by the manufacturer or distributor of the 
failure.

(b)  The notification stated that the notice of failure of performance was provided under this act and, if 
requested in writing by the dealer, the manufacturer provided written information indicating the 
methodology and data the manufacturer or distributor used to measure the new motor vehicle dealer’s 
performance. However, this subdivision does not require the manufacturer to disclose any proprietary 
or confidential information or other information if disclosure is prohibited by law.

(c)  The new motor vehicle dealer was afforded a reasonable opportunity to exert good faith efforts to 
carry out the dealer agreement.

(d)  The failure continued for more than 180 days after the date notification was given under subdivision 
(a).
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(e)  The new motor vehicle dealer was afforded a reasonable opportunity to present evidence to the 
manufacturer or distributor demonstrating the effect of local market conditions that materially and 
adversely affected the dealer’s performance.

(f)  If the manufacturer used a survey or index to measure the performance of a new motor vehicle 
dealer, the survey or index was based on a reasonable sampling of the measured performance criteria.

(4)  Before a final determination by a manufacturer or distributor that a new motor vehicle dealer has failed 
to achieve any performance criteria that are the basis to cancel, terminate, fail to renew, or refuse to 
continue any dealer agreement under this section, the manufacturer or distributor must provide the new 
motor vehicle dealer an opportunity to present, in writing, evidence that demonstrates the effect of local 
market conditions that materially and adversely affected the dealer’s performance.

(5)  If a manufacturer makes a final decision to terminate, cancel, nonrenew, or discontinue a dealer 
agreement without complying with subsection (3)(b) or (e), or does not in good faith evaluate the effect of 
the local market conditions presented by the dealer in writing, good cause does not exist for purposes of 
terminating, canceling, nonrenewing, or discontinuing a dealer agreement.

History

Pub Acts 1981, No. 118, § 7, imd eff July 19, 1981; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(27)

Amendment Notes

The 2018 amendment by PA 668 substituted “meets all” for “has complied with all” in the introductory language of 
(1); added “Has” at the beginning of (1)(a) and (1)(b); substituted “exists” for “shall exist” in (2); rewrote (2)(b), which 
formerly read: “the manufacturer or distributor first acquired actual or constructive knowledge of the failure not more 
than 2 years prior to the date on which notification was given pursuant to section 10”; in (3), substituted “of a new 
motor” for “by the new motor” and “exists” for “shall exist”; rewrote (3)(b), which formerly read: “The notification 
stated that the notice of failure of performance was provided pursuant to this act”; substituted “under subdivision 
(a)” for “pursuant to subdivision (a)”; added (3)(e) through (5); and made a stylistic change.

NOTES TO DECISIONS

In Fifth Amendment takings action by car dealers whose franchise agreements were rejected when automobile 
manufacturer went into bankruptcy, court entered findings in favor of United States because car dealers failed to 
establish government coerced manufacturer into filing for bankruptcy under government’s negotiated bankruptcy 
terms or into rejecting any franchise agreements. Because evidence established that manufacturer would have 
faced immediate liquidation in Chapter 7 bankruptcy without government assistance, dealers failed to prove 
franchise agreements would have had value in “but-for world” without government assistance. Thus, dealers failed 
to prove property was “taken” from them. Colonial Chevrolet Co. v. United States, 145 Fed. Cl. 243, 2019 U.S. 
Claims LEXIS 1311 (Fed. Cl. Oct. 2, 2019), aff'd, 841 Fed. Appx. 205, 2020 U.S. App. LEXIS 40691 (Fed. Cir. 
2020).
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In an action by an auto dealer against an auto manufacturer alleging, inter alia, violation of the Michigan Dealer Act 
(MDA), MCL § 445.1565, and the Automobile Dealers Day in Court Act (ADDCA), 15 USCS § 1221 et seq., 
regarding the manufacturer’s cancellation of the parties’ dealer agreement, judgment was entered for the 
manufacturer where the manufacturer had good cause to terminate the dealer agreement and satisfied the notice 
requirements of the MDA because the manufacturer observed reasonable commercial standards of fair dealing in 
connection with its issuance of the notices of default and termination to the dealer pursuant to MCL § 445.1564, 
there was no evidence that the manufacturer acted dishonestly, and the dealer failed to effectively carry out the 
performance provisions of the dealer agreement relating to sales and service, pursuant to MCL § 445.1567(3); and 
the manufacturer’s withdrawal of co-op funds for one month did not constitute a wrongful demand under 15 USCS § 
1221(e) or otherwise exhibit, a lack of good faith within the meaning of the ADDCA. Fred Lavery Co. v. Nissan N. 
Am., Inc., 2002 U.S. Dist. LEXIS 25941 (E.D. Mich. Dec. 17, 2002), aff'd, 99 Fed. Appx. 585, 2004 U.S. App. LEXIS 
8950 (6th Cir. Mich. 2004).

Research References & Practice Aids

Statutory references:

Section 10, above referred to, is § 445.1570.

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Validity, construction, and application of state statutes regulating dealings between automobile manufacturers, 
dealers, and franchisees, 82 ALR4th 624.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 363 et seq.

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:12

4A Am Jur Legal Forms 2d, Business Franchises § 50:324

28 Am Jur Proof of Facts 3d 267, Proof of Wrongful Termination of Motor Vehicle Dealership

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1568. Acts not constituting good cause for termination, cancellation, 
nonrenewal, or discontinuance of dealer agreement.

Sec. 8.

Notwithstanding any agreement, the following alone shall not constitute good cause for the termination, 
cancellation, nonrenewal, or discontinuance of a dealer agreement under section 7(1)(c):

(a)  A change in ownership of the new motor vehicle dealer’s dealership. This subdivision does not 
authorize any change in ownership that would have the effect of a sale or an assignment of the dealer 
agreement or a change in the principal management of the dealership without the manufacturer’s or 
distributor’s prior written consent.

(b)  The refusal of the new motor vehicle dealer to purchase or accept delivery of any new motor 
vehicle parts, accessories, or any other commodity or services not ordered by the new motor vehicle 
dealer.

(c)  The fact that the new motor vehicle dealer owns, has an investment in, participates in the 
management of, or holds a dealer agreement for the sale of another make or line of new motor 
vehicles, or that the new motor vehicle dealer has established another make or line of new motor 
vehicles in the same dealership facilities as those of the manufacturer or distributor, provided that the 
new motor vehicle dealer maintains a reasonable line of credit for each make or line of new motor 
vehicles, and that the new motor vehicle dealer remains in substantial compliance with the terms and 
conditions of the dealer agreement and with the reasonable facilities’ requirements of the manufacturer 
or distributor.

(d)  The fact that the new motor vehicle dealer sells or transfers ownership of the dealership or sells or 
transfers capital stock in the dealership to the new motor vehicle dealer’s spouse, son, or daughter. 
However, a sale or transfer described in this subdivision does not have the effect of a sale or an 
assignment of the dealer agreement or a change in the principal management of the dealership without 
the manufacturer’s or distributor’s prior written consent.

(e)  For purposes of this section, the failure of the new motor vehicle dealer to achieve any 
performance standard or criteria that are unreasonable, inequitable, or discriminatory.

History

Pub Acts 1981, No. 118, § 8, imd eff July 19, 1981; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes
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Prior codification:

MSA § 19.856(28)

Amendment Notes

The 2018 amendment by PA 668 substituted “ownership that” for “ownership would” in (a); in (d), substituted 
“However, a sale” for “provided that the” and “described in this subdivision does” for “shall”; and added (e).

NOTES TO DECISIONS

In Fifth Amendment takings action by car dealers whose franchise agreements were rejected when automobile 
manufacturer went into bankruptcy, court entered findings in favor of United States because car dealers failed to 
establish government coerced manufacturer into filing for bankruptcy under government’s negotiated bankruptcy 
terms or into rejecting any franchise agreements. Because evidence established that manufacturer would have 
faced immediate liquidation in Chapter 7 bankruptcy without government assistance, dealers failed to prove 
franchise agreements would have had value in “but-for world” without government assistance. Thus, dealers failed 
to prove property was “taken” from them. Colonial Chevrolet Co. v. United States, 145 Fed. Cl. 243, 2019 U.S. 
Claims LEXIS 1311 (Fed. Cl. Oct. 2, 2019), aff'd, 841 Fed. Appx. 205, 2020 U.S. App. LEXIS 40691 (Fed. Cir. 
2020).

Research References & Practice Aids

Statutory references:

Section 7, above referred to, is § 445.1567.

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Validity, construction, and application of state statutes regulating dealings between automobile manufacturers, 
dealers, and franchisees, 82 ALR4th 624.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 379 et seq.

FEDERAL ASPECTS:
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Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1569. Burden of proof.

Sec. 9.

For each termination, cancellation, nonrenewal, or discontinuance, the manufacturer or distributor shall 
have the burden of proof for showing that it has acted in good faith, that the notice requirement has been 
complied with, and that there was good cause for the termination, cancellation, nonrenewal, or 
discontinuance.

History

Pub Acts 1981, No. 118, § 9, imd eff July 19, 1981.

Annotations

Notes

Prior codification:

MSA § 19.856(29)

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.
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Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 421, 422

28 Am Jur Proof of Facts 3d 267, Proof of Wrongful Termination of Motor Vehicle Dealership

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1570. Notice of termination, cancellation, nonrenewal, or 
discontinuance of dealer agreement.

Sec. 10.

Notwithstanding any agreement, prior to the termination, cancellation, nonrenewal, or discontinuance of any 
dealer agreement, the manufacturer or distributor shall furnish notice of the termination, cancellation, 
nonrenewal, or discontinuance to the new motor vehicle dealer as follows:

(a)  Except as provided in subdivision (c) or (d), notice shall be made not less than 90 days prior to the 
effective date of the termination, cancellation, nonrenewal, or discontinuance.

(b)  Notice shall be by certified mail to the new motor vehicle dealer and shall contain the following:

(i)  A statement of intention to terminate, cancel, not renew, or discontinue the dealer agreement.

(ii)  A statement of the reasons for the termination, cancellation, nonrenewal, or discontinuance.

(iii)  The date on which the termination, cancellation, nonrenewal, or discontinuance takes effect.

(c)  Notwithstanding subdivision (a), notice shall be made not less than 15 days prior to the effective 
date of the termination, cancellation, nonrenewal, or discontinuance for any of the following reasons:

(i)  Insolvency of the new motor vehicle dealer, or the filing of any petition by or against the new 
motor vehicle dealer under any bankruptcy or receivership law.

(ii)  Failure of the new motor vehicle dealer to conduct his or her customary sales and service 
operations during his or her customary business hours for 7 consecutive business days.

(iii)  Conviction of the new motor vehicle dealer or its principal owners of a crime, but only if the 
crime is punishable by imprisonment in excess of 1 year under the law under which the dealer was 
convicted, or the crime involved theft, dishonesty, or false statement regardless of the punishment.

(iv)  Revocation of any license under which the new motor vehicle dealer is required to have to 
operate a dealership.

(v)  A fraudulent misrepresentation by the new motor vehicle dealer to the manufacturer or 
distributor, which is material to the dealer agreement.

(d)  Notwithstanding subdivision (a), notice shall be made not less than 12 months prior to the effective 
date of a termination, cancellation, nonrenewal, or discontinuance if a manufacturer or distributor 
discontinues production of the new motor vehicle dealer’s product line or discontinues distribution of the 
product line in this state.

History

Pub Acts 1981, No. 118, § 10, imd eff July 19, 1981.

Annotations
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Notes

Prior codification:

MSA § 19.856(30)

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 324 et seq.

28 Am Jur Proof of Facts 3d 267, Proof of Wrongful Termination of Motor Vehicle Dealership

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1571. Compensation of dealer generally.

Sec. 11.

(1)  Subject to section 12, if a manufacturer terminates, cancels, does not renew, or discontinues a dealer 
agreement for any reason other than a reason described in section 10(c), or if a dealer agreement is 
terminated, canceled, nonrenewed, or discontinued as a result of coercion by the manufacturer, the 
manufacturer shall pay the new motor vehicle dealer  fair and reasonable compensation  for all of the 
following:

(a)  Each vehicle in the new motor vehicle dealer’s inventory that meets all of the following:

(i)  The vehicle is new, undamaged, not materially altered, and unsold.

(ii)  The vehicle is a current model year vehicle or a vehicle from the model year preceding the 
current model year.

(iii)  The vehicle was purchased from the manufacturer or another dealer of the same line make in 
the ordinary course of business before the dealer received notice of the termination, 
discontinuance, cancellation, or nonrenewal of the dealer agreement under section 10.

(iv)  The vehicle has less than 750 miles registered on the odometer.

(b)  Supplies and parts inventory purchased from the manufacturer  and listed in the manufacturer’s  
current parts catalog.

(c)  Equipment  and signs purchased from the manufacturer.

(d)  Special tools purchased from the manufacturer in the 3-year period preceding the effective date of 
the termination, cancellation, nonrenewal, or discontinuance of the dealer agreement.

(e)  Data processing programs, software, and equipment that a manufacturer required that a terminated 
new motor vehicle dealer obtain or purchase for communication of sales, service, warranty, or other 
information between the dealer and the manufacturer; that the terminated dealer used exclusively for 
the make or line of vehicle and location covered by the terminated dealer agreement to manage or 
report data to the manufacturer; and that meets 1 of the following:

(i)  It was purchased by the dealer in the 2-year period preceding the date of the termination, 
discontinuance, cancellation, or nonrenewal of the dealer agreement.

(ii)  It was leased by the dealer before the effective date of the termination. However, a 
manufacturer is only responsible under this subparagraph for the amounts remaining to be paid or 
paid in advance on the dealer’s lease for a period that does not exceed 2 years.

(f)  The net cost of any upgrades or alterations made by a terminated new motor vehicle dealer to the 
dealership facilities if the manufacturer required the upgrades or alterations and the upgrades or 
alterations were made in the 2-year period preceding the effective date of the termination of the dealer 
agreement. In determining fair and reasonable compensation under this subdivision, the manufacturer 
may offset any amounts paid by the manufacturer to subsidize or otherwise assist the dealer in making 
the upgrades or alterations.
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(g)  The net cost of any furnishings the manufacturer required that a terminated new motor vehicle 
dealer purchase in the 2-year period preceding the effective date of the termination of the dealer 
agreement. In determining fair and reasonable compensation under this subdivision, the manufacturer 
may offset any amounts paid by the manufacturer to subsidize or otherwise assist the dealer in 
purchasing those furnishings.

(2)  In addition to the payment of compensation under subsection (1), subject to section 12, if a 
manufacturer terminates, cancels, does not renew, or discontinues a dealer agreement for any reason 
other than a reason described in section 10(c), the manufacturer  shall also pay to the new motor vehicle 
dealer in equal monthly installments an amount equal to the  fair rental value of its established place of 
business for a period of 1 year from the effective date of termination, cancellation, nonrenewal, or 
discontinuance, or the remainder of any lease, whichever is less. This obligation is subject to both of the 
following:

(a)  The obligation to pay a new motor vehicle dealer fair rental value under this subsection applies only 
to the extent that the new motor vehicle dealer’s established place of business is used for performance 
of sales and service obligations under the manufacturer’s  dealer agreement.

(b)  If the new motor vehicle dealer terminates a dealer agreement, the manufacturer is only required to 
make the payment required under this subsection  if the new motor vehicle dealer makes available to 
the manufacturer and the manufacturer accepts use and possession of the premises free of any claims 
of others for the 1-year period, except for use by the dealer for closing his or her business.

(3)  In addition to the payment of compensation under subsection (1), subject to section 12, if a 
manufacturer terminates, cancels, does not renew, or discontinues a dealer agreement for any of the 
following reasons, the manufacturer shall pay the new motor vehicle dealer fair and reasonable 
compensation for the goodwill of the dealer:

(a)  The ownership, operation, or control of all or part of the business of the manufacturer changes, 
whether by sale or transfer of assets, corporate stock, or other equity interest, assignment, merger, 
consolidation, combination, joint venture, redemption, or operation of law.

(b)  All or part of the business operations of the manufacturer are terminated or suspended or cease.

(c)  The manufacturer discontinues a line make.

(4)  This section does not relieve a new motor vehicle dealer, lessor, or other owner of an established place 
of business from the obligation of mitigating damages.

History

Pub Acts 1981, No. 118, § 11, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; Amended by Pub Acts 2010, No. 141, imd eff August 4, 2010 (see 2010 note below).

Annotations

Notes

Prior codification:

MSA § 19.856(31)

Editor’s notes:

 Pub Acts 2010, No. 141, enacting § 1,  imd eff August 4, 2010, provides:
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“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(c) House Bill No. 6099 [Pub Acts 2010, No. 140].”.

Amendment Notes

The 2010 amendment  revised subsection (1), opening paragraph from one which read: “Upon the termination, 
cancellation, nonrenewal, or discontinuance of any dealer agreement, the new motor vehicle dealer shall be 
allowed fair and reasonable compensation by the manufacturer or distributor for the following:”; rewrote subsection 
(1), paragraph (a) from one which read: “All new current model year motor vehicle inventory purchased from the 
manufacturer or distributor, which has not been materially altered, substantially damaged, or driven for more than 
300 miles and all new motor vehicle inventory not of the current model year which has not been materially altered, 
substantially damaged, or driven for more than 300 miles, provided the noncurrent model vehicles were purchased 
from the manufacturer or distributor and drafted on the dealer’s financing source or paid for within 120 days of the 
effective date of the termination, cancellation, or nonrenewal.”; revised subsection (1), paragraph (b) from one 
which read: “Supplies and parts inventory purchased from the manufacturer or distributor and listed in the 
manufacturer’s or distributor’s current parts catalog.”; revised subsection (1), paragraph (c) from one which read: 
“Equipment, furnishings, and signs purchased from the manufacturer or distributor.”; revised subsection (1), 
paragraph (d) from one which read: “Special tools purchased from the manufacturer or distributor within 3 years of 
the date of termination, cancellation, nonrenewal, or discontinuance.”; added subsection (1), paragraphs (e)–(g) 
and subsection (3); redesignated and revised former subsection (2) as subsection (2), opening paragraph from text 
which read: “Upon the termination, cancellation, nonrenewal, or discontinuance of a dealer agreement, the 
manufacturer or distributor shall also pay to the new motor vehicle dealer a sum equal to the current, fair rental 
value of his or her established place of business for a period of 1 year from the effective date of termination, 
cancellation, nonrenewal, or discontinuance, or the remainder of any lease, whichever is less. However, the 
payment required by this subsection shall not apply to any termination, cancellation, nonrenewal, or discontinuance 
made pursuant to section 10(c).”; redesignated and revised former subsection (3) as subsection (2), paragraph (a) 
from text which read: “The requirement of paying an annual fair rental value pursuant to subsection (2) shall apply 
only to the extent the new motor vehicle dealer’s established place of business is used for performance of sales and 
service obligations under the manufacturer’s or distributor’s dealer agreement.”; redesignated and revised former 
subsection (4) as subsection (2), paragraph (b) from text which read: “In the event that termination is by the dealer, 
the payment required by subsection (2) is required only if the new motor vehicle dealer makes available to the 
manufacturer or distributor use and possession of the premises free of any claims of others for the 1-year period, 
except for use by the dealer for closing his or her business.”; deleted subsection (5) which read: “In the event that 
termination is by the dealer, the payment required by subsection (2) shall not exceed $20,000.00 unless provided 
otherwise by contract entered into between the parties.”; and redesignated and revised subsection (6) as (4) from 
text which read: “This section shall not relieve a new motor vehicle dealer, lessor, or other owner of an established 
place of business from the obligation of mitigating damages.”.

NOTES TO DECISIONS

Section 11 of the motor vehicle dealers, distributors and manufacturers act of 1981 does not apply to dealer 
agreements entered into before its effective date of July 19, 1981, but terminated thereafter. Joe Dwyer, Inc. v. 
Jaguar Cars, Inc., 167 Mich. App. 672, 423 N.W.2d 311, 1988 Mich. App. LEXIS 170 (Mich. Ct. App. 1988).

Research References & Practice Aids



Page 4 of 4

MCLS § 445.1571

Statutory references:

Sections 10 and 12, above referred to, are §§ 445.1570 and 445.1572.

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Michigan Digest references:

Automobiles and Motor Vehicles § 140 

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 379 et seq.

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic § 33:12

28 Am Jur Proof of Facts 3d 267, Proof of Wrongful Termination of Motor Vehicle Dealership

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1572. Payment of compensation; time; determination of amount; 
interest; definitions.

Sec. 12.

(1)  A manufacturer shall pay the compensation for new motor vehicle inventory and items of personal 
property required under section 11(1) within 60 days after the effective date of the termination, cancellation, 
nonrenewal, or discontinuance, provided that the new motor vehicle dealer has met all reasonable 
requirements of the dealer agreement with respect to the return of the new motor vehicle inventory and 
repurchased personal property, including providing clear title to the repurchased personal property.

(2)  All of the following apply in determining the amount of fair and reasonable compensation under section 
11(1):

(a)  Fair and reasonable compensation under section 11(1)(a) shall be not less than the new motor 
vehicle dealer’s net acquisition cost.

(b)  Fair and reasonable compensation for supplies and parts inventory for purposes of section 11(1)(b) 
is the amount stated in the manufacturer’s  current parts price list.

(c)  Fair and reasonable compensation for purposes of section 11(1)(c),(d), and (e) is the fair market 
value of the personal property described in those subdivisions.

(3)  All of the following apply to the determination of fair rental value of a new motor vehicle dealer’s 
established place of business under section 11(2):

(a)  The manufacturer and dealer shall make a good faith effort to agree to the fair rental value of the 
premises, taking into consideration the adequacy and desirability of the premises for dealership 
operations and the fair market value of the premises.

(b)  If the manufacturer and the new motor vehicle dealer agree on the fair rental value within 30 days 
after the effective date of the termination, cancellation, nonrenewal, or discontinuance of the dealer 
agreement, that valuation is conclusive and binding on the manufacturer and the new motor vehicle 
dealer.

(c)  If the manufacturer and dealer cannot agree to the fair rental value of the premises under 
subdivision (a) within 30 days after the effective date of the termination, cancellation, nonrenewal, or 
discontinuance of the dealer agreement, the fair rental value of the premises shall be determined by 3 
qualified real estate appraisers. All of the following apply to the determination of fair rental value under 
this subdivision:

(i)  The dealer and manufacturer shall each select a qualified real estate appraiser within 60 days 
after the effective date of the termination, cancellation, nonrenewal, or discontinuance of the dealer 
agreement, and those appraisers shall select a third qualified real estate appraiser.

(ii)  Within 150 days after the effective date of the termination, cancellation, nonrenewal, or 
discontinuance of the dealer agreement, each of the 3 appraisers selected under subparagraph (i) 
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shall complete an appraisal of the fair rental value of the premises, and the median appraisal shall 
be the fair rental value of the premises for purposes of this subsection.

(iii)  The manufacturer and the dealer are each responsible for 50% of the costs of the appraisals 
under this subdivision.

(4)  All of the following apply in determining the fair and reasonable compensation for a new motor vehicle 
dealer’s goodwill under section 11(3):

(a)  If a successor manufacturer offers a dealer agreement to a dealer whose dealer agreement with 
the manufacturer is terminated, canceled, not renewed, or discontinued and the terms of the proposed 
dealer agreement are substantially similar to the terms offered by the successor manufacturer to other 
new motor vehicle dealers of the same line make, the manufacturer that terminated, canceled, did not 
renew, or discontinued the dealer agreement is not required to pay any compensation under section 
11(3) for the dealer’s goodwill.

(b)  If subdivision (a) does not apply, the manufacturer and dealer shall make a good faith effort to 
agree to fair and reasonable compensation for the dealer’s goodwill, based on the fair market value of 
that goodwill on the day before the termination, cancellation, nonrenewal, or discontinuance of the 
dealer agreement.

(c)  If the manufacturer and the new motor vehicle dealer agree on fair and reasonable compensation 
within 30 days after the effective date of the termination, cancellation, nonrenewal, or discontinuance of 
the dealer agreement, that agreement is conclusive and binding on the manufacturer and the new 
motor vehicle dealer.

(d)  If the manufacturer and dealer cannot agree to fair and reasonable compensation for the dealer’s 
goodwill under subdivision (b) within 30 days after the effective date of the termination, cancellation, 
nonrenewal, or discontinuance of the dealer agreement, the amount of fair and reasonable 
compensation for the dealer’s goodwill shall be determined by 3 qualified appraisers. All of the following 
apply to the determination of fair and reasonable compensation under this subdivision:

(i)  The dealer and manufacturer shall each select a qualified appraiser within 60 days after the 
effective date of the termination, cancellation, nonrenewal, or discontinuance of the dealer 
agreement, and those appraisers shall select a third qualified appraiser.

(ii)  Within 150 days after the effective date of the termination, cancellation, nonrenewal, or 
discontinuance of the dealer agreement, each of the 3 appraisers selected under subparagraph (i) 
shall complete an appraisal of the fair market value of the dealer’s goodwill on the day before the 
termination, cancellation, nonrenewal, or discontinuance of the dealer agreement, and the median 
appraisal of that fair market value shall be the fair and reasonable compensation for the goodwill for 
purposes of this subsection.

(iii)  The manufacturer and the dealer are each responsible for 50% of the costs of the appraisals 
under this subdivision.

(5)  If a payment required under subsection (1) is not made within the 60-day period described in that 
subsection, then beginning on the day after the expiration of that 60-day period, interest shall accrue  on all 
amounts due the new motor vehicle dealer at a rate of 6% per annum.

(6)  As used in this section:

(a)  “Qualified appraiser” means an independent individual who is qualified by experience and ability to 
value the goodwill of a business.

(b)  “Qualified real estate appraiser” means a certified general real estate appraiser or a state licensed 
real estate appraiser, as those terms are defined in section 2601 of the occupational code, 1980 PA 
299, MCL 339.2601.
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History

Pub Acts 1981, No. 118, § 12, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; Amended by Pub Acts 2010, No. 141, imd eff August 4, 2010 (see 2010 note below).

Annotations

Notes

Prior codification:

MSA § 19.856(32)

Editor’s notes:

 Pub Acts 2010, No. 141, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(c) House Bill No. 6099 [Pub Acts 2010, No. 140].”.

Amendment Notes

The 2010 amendment  revised subsection (1) from one which read: “Compensation for new motor vehicle 
inventory under section 11(1)(a) shall be paid, if possible, within 30 days after the effective date of the termination, 
cancellation, nonrenewal, or discontinuance, provided that the new motor vehicle dealer has met all reasonable 
requirements of the dealer agreement with respect to the return of the new motor vehicle inventory. Compensation 
for items of personal property required by section 11(1)(b), 11(1)(c), and 11(1)(d) shall be paid within 90 days after 
the effective date of the termination, cancellation, nonrenewal, or discontinuance, provided that the new motor 
vehicle dealer has met all reasonable requirements of the dealer agreement with respect to the return of the 
repurchased personal property, including providing clear title.”; added subsection (2), opening paragraph and 
subsections (3), (4), and (6); redesignated and revised subsection (2) as subsection (2), paragraphs (a)–(c) from 
text which read: “Fair and reasonable compensation pursuant to section 11(1)(a) shall be not less than the new 
motor vehicle dealer’s net acquisition cost. Fair and reasonable compensation pursuant to section 11(1)(b) shall be 
the amount stated in the manufacturer’s or distributor’s current parts price list. Fair and reasonable compensation 
pursuant to section 11(1)(c) and 11(1)(d) shall be the fair market value of the personal property.”; and redesignated 
and revised former subsection (3) as (5) from text which read: “In the event payment is not made within 90 days as 
provided in subsection (1), interest shall accrue thereafter on all amounts due the new motor vehicle dealer at a rate 
of 12% per annum.”.

Research References & Practice Aids

Statutory references:

Section 11, above referred to, is § 445.1571.

ALR notes:
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Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 426 et seq,

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:12

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1573. Requiring dealer to perform certain duties prohibited.

Sec. 13.

(1)  A manufacturer shall not require any new motor vehicle dealer in this state to do any of the following:

(a)  Order or accept delivery of any new motor vehicle, a part or accessory of a new motor vehicle, 
equipment, or any other commodity not required by law that is not voluntarily ordered by the new motor 
vehicle dealer. This section does not prevent the manufacturer from requiring that new motor vehicle 
dealers carry a reasonable inventory of models offered for sale by the manufacturer.

(b)  Order or accept delivery of any new motor vehicle with special features, accessories, or equipment 
not included in the list price of the new motor vehicle as publicly advertised by the manufacturer.

(c)  Participate monetarily in any advertising campaign or contest, purchase any promotional materials, 
display devices, or display decorations or materials, or pay or assume directly in connection with the 
sale of a new motor vehicle any part of the cost of a refund, rebate, or discount made by or lawfully 
imposed by the manufacturer to or in favor of a consumer, unless voluntarily agreed to by the dealer.

(d)  Enter into any agreement with the manufacturer or do any other act prejudicial to the new motor 
vehicle dealer by threatening to terminate a dealer agreement or any contractual agreement existing 
between the dealer and the manufacturer. Notice in good faith to any dealer of the dealer’s violation of 
any terms or provisions of the dealer agreement does not constitute a violation of this act.

(e)  Change the capital structure of the new motor vehicle dealership or the means by or through which 
the dealer finances the operation of the dealership, if the dealership at all times meets any reasonable 
capital standards determined by the manufacturer in accordance with uniformly applied criteria.

(f)  Refrain from participation in the management of, investment in, or the acquisition of, any other line 
of new motor vehicles or related products at or in any of the following:

(i)  At a location different from the location used by the dealer for the sale or service of new motor 
vehicles or related products of the manufacturer, if the dealer maintains a reasonable line of credit 
for each make or line of vehicle, remains in compliance with reasonable facilities requirements, 
remains in substantial compliance with capital requirements, and makes no change in the principal 
management of the dealer.

(ii)  In facilities at the same location as, but separated from, the facilities used by the dealer for the 
sale or service of new motor vehicles or related products of the manufacturer, if the dealer 
maintains a reasonable line of credit for each make or line of vehicle, remains in compliance with 
minimum space requirements and reasonable facilities requirements, remains in substantial 
compliance with capital requirements, and does not make a change in the principal management of 
the dealer.

(iii)  Unless the manufacturer otherwise objects based on other reasonable business 
considerations, in the same facilities used by the dealer for the sale or service of new motor 
vehicles or related products of the manufacturer, if the dealer maintains a reasonable line of credit 
for each make or line of vehicle, remains in compliance with reasonable facilities requirements, 
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remains in substantial compliance with capital requirements, and does not make a change in the 
principal management of the dealer. The manufacturer has the burden of proving reasonable 
business considerations for purposes of this subparagraph.

(g)  Change the location of the new motor vehicle dealership or make any substantial alterations to the 
dealership premises, if changing the location or making the alterations is unreasonable.

(h)  Prospectively assent to a release, assignment, novation, waiver, or estoppel that would relieve any 
person from liability imposed by this act; require that any dealer agreement be governed by the laws of 
a state other than this state; or require referral of any controversy between a new motor vehicle dealer 
and a manufacturer to a person other than the duly constituted courts of this state, or of the United 
States located in this state, if the referral would be binding on the new motor vehicle dealer. This 
subdivision does not apply to an agreement between the parties, made at the time of a controversy, to 
refer the controversy to a court of the United States located outside this state or agree at the time of an 
arbitration to conduct the arbitration either in or outside of this state. A provision in a dealer agreement 
that violates this subdivision is void and unenforceable.

(i)  Construct or substantially alter a facility or premises if the same item or design component, 
consisting of interior or exterior elements of the sales, service, administrative, or parts components, 
was constructed or substantially altered within the previous 10 years and that construction or alteration 
was required and approved by the manufacturer or distributor.

(j)  Subject to subsection (3), require a new motor vehicle dealer to purchase goods or services to 
make improvements to the dealer’s facilities from a vendor that is selected, identified, or designated by 
the manufacturer or an affiliate of the manufacturer, unless the dealer is allowed to obtain the goods or 
services from a vendor chosen by the dealer if all of the following are met:

(i)  The goods or services offered by the vendor chosen by the dealer are of the same material, 
quality, and overall design.

(ii)  The vendor chosen by the dealer is approved by the manufacturer. A manufacturer shall not 
unreasonably withhold its consent for purposes of this subparagraph.

(iii)  The manufacturer is not providing substantial reimbursement or compensation to the dealer for 
the goods or services.

(k)  Subject to subsection (3), require a new motor vehicle dealer to lease signs, except for signs that 
contain the manufacturer’s intellectual property or free-standing signs that are not directly attached to a 
building, or other manufacturer image or design elements or trade dress, from a vendor selected, 
identified, or designated by the manufacturer, unless the dealer is allowed to purchase the signs or 
other image or design elements or trade dress from a vendor chosen by the dealer if all of the following 
are met:

(i)  The signs offered by the vendor chosen by the dealer are of the same material, quality, and 
overall design.

(ii)  The signs are approved by the manufacturer. A manufacturer shall not unreasonably withhold 
its consent for purposes of this subparagraph.

(l)  Except as required by the manufacturer for warranty repairs, recall repairs, or other services or 
programs paid for by the manufacturer, or unless otherwise agreed, require a new motor vehicle dealer 
to purchase fluids or lubricants from a particular vendor, if fluids or lubricants of the same material and 
quality are available from another vendor.

(2)  If, during the 10-year period described in subsection (1)(i), a manufacturer establishes a new program, 
standard, policy, bonus, incentive, rebate, or other benefit, a new motor vehicle dealer is eligible for the new 
program, standard, policy, bonus, incentive, rebate, or other benefit if the dealer fully complies with the new 
standards set by the manufacturer in the new program, standard, policy, bonus, incentive, or other benefit.
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(3)  Subsection (1)(j) and subsection (1)(k) do not allow a new motor vehicle dealer or a vendor chosen by 
the dealer to impair, infringe upon, or eliminate, directly or indirectly, the intellectual property rights of the 
manufacturer, including, but not limited to, the manufacturer’s intellectual property rights in any trademarks 
or trade dress, or other intellectual property interests owned or controlled by the manufacturer, or to permit 
a new motor vehicle dealer to erect or maintain signs that do not conform to the manufacturer’s intellectual 
property rights or trademark or trade dress usage guidelines.

(4)  As used in this section:

(A)  “Construction” means the construction of new sales or service facilities by a new motor vehicle 
dealer, or the substantial remodeling, improvement, renovation, expansion, replacement, or alteration 
of a dealer’s existing sales or service facilities. The term does not include installation of signs or other 
image elements that are subject to the intellectual property rights of the manufacturer, including logos, 
trademarks, trade dress, patents, or other intellectual property.

(B)  “Goods” does not include movable displays, brochures, and promotional materials containing 
material that is subject to the intellectual property rights of a manufacturer.

(C)  “Substantial reimbursement” means an amount equal to or greater than the cost savings that would 
result if a new motor vehicle dealer utilized a vendor of the dealer’s own selection instead of using the 
vendor selected, identified, or designated by the manufacturer or an affiliate of the manufacturer.

(D)  “Substantial alteration” means an alteration that has a major impact on the architectural features, 
characteristics, appearance, or integrity of a structure or lot. The term does not include routine 
maintenance that is reasonably necessary to maintain a dealership facility in attractive condition and 
does not include any changes to items protected by federal intellectual property rights.

History

Pub Acts 1981, No. 118, § 13, imd eff July 19, 1981; amended by Pub Acts 1998, No. 456, imd eff December 30, 
1998; Pub Acts 2010, No. 141, imd eff August 4, 2010; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(33)

Editor’s notes:

 Pub Acts 1998, No. 456, enacting § 1,  imd eff December 30, 1998, provides:

“Enacting section 1. This amendatory act does not take effect unless House Bill No. 4738 of the 89th Legislature 
[Pub Acts 1998, No. 455] is enacted into law.”.

 Pub Acts 2010, No. 141, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].
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“(c) House Bill No. 6099 [Pub Acts 2010, No. 140].”.

Amendment Notes

The 1998 amendment  in the introductory paragraph, added “, importer,”; and revised paragraphs (a), (c), and (h).

The 2010 amendment  revised the opening paragraph from one which read: “A manufacturer, importer, or 
distributor shall not require any new motor vehicle dealer in this state to do any of the following:”; revised paragraph 
(a) from one which read: “Order, or accept delivery of any new motor vehicle, or part or accessory of a new motor 
vehicle, equipment, or any other commodity not required by law which was not voluntarily ordered by the new motor 
vehicle dealer. This section does not prevent the manufacturer or distributor from requiring that new motor vehicle 
dealers carry a reasonable inventory of models offered for sale by the manufacturer or distributor.”; revised 
paragraph (b) from one which read: “Order or accept delivery of any new motor vehicle with special features, 
accessories, or equipment not included in the list price of the new motor vehicle as publicly advertised by the 
manufacturer or distributor.”; revised paragraph (c) from one which read: “Participate monetarily in any advertising 
campaign or contest, or purchase any promotional materials, display devices, or display decorations or materials or 
pay or assume directly in connection with the sale of a new motor vehicle any part of the cost of a refund, rebate, or 
discount made by or lawfully imposed by the manufacturer or distributor to or in favor of a consumer unless 
voluntarily agreed to by the dealer.”; revised paragraph (d) from one which read: “Enter into any agreement with the 
manufacturer or distributor or do any other act prejudicial to the new motor vehicle dealer by threatening to 
terminate a dealer agreement or any contractual agreement or understanding existing between the dealer and the 
manufacturer or distributor. Notice in good faith to any dealer of the dealer’s violation of any terms or provisions of 
the dealer agreement shall not constitute a violation of this act.”; redesignated and revised former paragraph (f) as 
paragraph (f), opening paragraph and paragraph (i) from text which read: “Refrain from participation in the 
management of, investment in, or the acquisition of, any other line of new motor vehicle or related products, 
provided that the dealer maintains a reasonable line of credit for each make or line of vehicle, remains in 
compliance with reasonable facilities requirements, and makes no change in the principal management of the 
dealer.”; added paragraph (f), subparagraphs (ii) and (iii); revised paragraph (g) from one which read: “Change the 
location of the new motor vehicle dealership or make any substantial alterations to the dealership premises, where 
to do so would be unreasonable.”; and revised paragraph (h) from one which read: “Prospectively assent to a 
release, assignment, novation, waiver, or estoppel which would relieve any person from liability imposed by this act; 
require that any dealer agreement be governed by the laws of a state other than this state; or require any 
controversy between a new motor vehicle dealer and a manufacturer, importer, or distributor to be referred to a 
person other than the duly constituted courts of this state or of the United States located in this state, if the referral 
would be binding upon the new motor vehicle dealer unless the parties agree at the time of a controversy to refer a 
controversy to a court of the United States located outside this state or agree at the time of the arbitration to 
conduct arbitration either within or outside this state. Such a provision in a dealer agreement is void and 
unenforceable.”.

 The 2018 amendment by PA 668 added the (1) designation; deleted “or understanding” following “contractual 
agreement” in (1)(d); and added (1)(i) through (4).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.
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Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 363 et seq,

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:12

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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Act 118 of 1981 (§§ 445.1561 — 445.1583) 

§ 445.1574. Prohibited conduct by manufacturer.

Sec. 14.

(1)  A manufacturer shall not do any of the following:

(a)  Adopt, change, establish, or implement a plan or system for the allocation and distribution of new 
motor vehicles to new motor vehicle dealers that is arbitrary or capricious or based on unreasonable 
sales and service standards, or modify an existing plan or system that causes the plan or system to be 
arbitrary or capricious or based on unreasonable sales and service standards.

(b)  If requested in writing by a new motor vehicle dealer, fail or refuse to advise or disclose to the 
dealer the basis on which new motor vehicles of the same line-make are allocated or distributed to new 
motor vehicle dealers in this state and the basis on which the current allocation or distribution is being 
made or will be made to that new motor vehicle dealer.

(c)  Refuse to deliver to a new motor vehicle dealer in reasonable quantities and within a reasonable 
time after receipt of the dealer’s order, any new motor vehicles that are covered by the dealer 
agreement and specifically publicly advertised in this state by the manufacturer as available for 
immediate delivery. However, the failure to deliver any motor vehicle is not considered a violation of this 
act if the failure is due to an act of God, a work stoppage or delay due to a strike or labor difficulty, a 
shortage of materials, a lack of manufacturing capacity, a freight embargo, or other cause over which 
the manufacturer has no control. If a manufacturer requires a new motor vehicle dealer to purchase 
essential service tools with a purchase price in the aggregate of more than $7,500.00 in order to 
receive a specific model of vehicle, the manufacturer shall on written request provide the dealer with a 
good faith estimate in writing of the number of vehicles of that specific model the dealer will be 
allocated in the model year in which the dealer is required to purchase the tool.

(d)  Increase the price of a new motor vehicle that the new motor vehicle dealer had ordered, and then 
eventually delivered to, the same retail consumer for whom the vehicle was ordered, if the order was 
made before the dealer’s receipt of a written official price increase notification. A sales contract signed 
by a private retail consumer and binding on the dealer constitutes evidence of a vehicle order. In the 
event of manufacturer price reductions or cash rebates, the dealer shall pass on the amount of any 
reduction or rebate received by the dealer to the private retail consumer. Any price reduction in excess 
of $5.00 shall apply to all vehicles in the dealer’s inventory that were subject to the price reduction. A 
price difference applicable to new model or series motor vehicles at the time of the introduction of the 
new models or the series is not considered a price increase or price decrease. This subdivision does 
not apply to price changes caused by any of the following:

(i)  The addition to a motor vehicle of required or optional equipment under state or federal law.

(ii)  In the case of foreign made vehicles or components, revaluation of the United States dollar.

(iii)  Any increase in transportation charges due to an increase in rates charged by a common 
carrier or transporter.

(e)  Offer any of the following to any new motor vehicle dealer of a specific line-make without making 
the same offer available to all other new motor vehicle dealers of the same line-make:
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(i)  Any specific model or series of new motor vehicles manufactured for that line-make.

(ii)  Any incentives, rebates, bonuses, promotional items, or other similar benefits payable to the 
new motor vehicle dealer for selling new motor vehicles or purchasing new motor vehicles from the 
manufacturer.

(iii)  Any consumer rebates, vehicle price reductions, or interest rate reductions or other changes to 
finance terms that benefit the consumer.

(iv)  Any program that provides marketing and sales assistance to new motor vehicle dealers, 
including, but not limited to, internet listings, sales leads, marketing programs, and dealer 
recognition programs.

(f)  Release to an outside party, except under subpoena or in an administrative or judicial proceeding to 
which the new motor vehicle dealer or the manufacturer are parties, any business, financial, or 
personal information that has been provided by the dealer to the manufacturer, unless the new motor 
vehicle dealer gives written consent.

(g)  Deny a new motor vehicle dealer the right to associate with another new motor vehicle dealer for 
any lawful purpose.

(h)  Directly or indirectly own, operate, or control a new motor vehicle dealer, including, but not limited 
to, a new motor vehicle dealer engaged primarily in performing warranty repair services on motor 
vehicles under the manufacturer’s warranty, or a used motor vehicle dealer. This subdivision does not 
apply to any of the following:

(i)  The ownership, operation, or control by a manufacturer of a new motor vehicle dealer for a 
period of not more than 24 months during the transition from 1 owner or operator to another. The 
circuit court may extend the 24-month time period for an additional 12 months upon receipt of an 
application from a manufacturer and a showing of good cause.

(ii)  The ownership, operation, or control of a new motor vehicle dealer or a used motor vehicle 
dealer by a manufacturer while it is being sold under a bona fide contract or purchase option to the 
operator of the new motor vehicle dealer or the used motor vehicle dealer.

(iii)  The direct or indirect ownership by a manufacturer of an entity that owns, operates, or controls 
a new motor vehicle dealer of the same line-make franchised by the manufacturer, if all of the 
following conditions are met:

(A)  As of May 1, 2000, the manufacturer for a period of not less than 12 months has 
continuously owned, directly or indirectly, 1 or more new motor vehicle dealers in this state.

(B)  All of the new motor vehicle dealers selling the manufacturer’s motor vehicles in this state 
trade exclusively in the manufacturer’s line-make.

(C)  As of January 1, 2000, not fewer than 1/2 of the new motor vehicle dealers of the line-
make within this state own and operate 2 or more new motor vehicle dealer facilities in the 
geographic territory or area covered by the franchise agreement with the manufacturer.

(D)  For a manufacturer or any entity in which the manufacturer has more than a 45% 
ownership interest, the manufacturer or entity has not acquired, operated, or controlled a new 
motor vehicle dealer that the manufacturer did not directly or indirectly own as of May 1, 2000.

(iv)  The acquisition by a manufacturer of a used motor vehicle dealer’s license for the purpose of 
selling motor vehicles to nonretail buyers.

(i)  Sell any new motor vehicle directly to a retail customer other than through franchised dealers, 
unless the retail customer is a nonprofit organization or a federal, state, or local government or agency. 
This subdivision does not prohibit a manufacturer from providing information to a consumer for the 
purpose of marketing or facilitating the sale of new motor vehicles or from establishing a program to sell 
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or offer to sell new motor vehicles through franchised new motor vehicle dealers that sell and service 
new motor vehicles produced by the manufacturer.

(j)  Prevent or attempt to prevent by contract or otherwise any new motor vehicle dealer from changing 
the executive management of a new motor vehicle dealer unless the manufacturer, having the burden 
of proof, can show that the change of executive management will result in executive management by a 
person or persons who are not of good moral character or who do not meet reasonable, preexisting, 
and equitably applied standards of the manufacturer. If a manufacturer rejects a proposed change in 
the executive management, the manufacturer shall give written notice of its reasons to the dealer within 
75 days after receiving written notice from the dealer of the proposed change and all related 
information reasonably requested by the manufacturer, or the change in executive management is 
considered approved.

(k)  Unreasonably withhold consent to the sale, transfer, or exchange of a new motor vehicle dealership 
to a qualified buyer that meets the manufacturer’s uniformly applied requirements and criteria to be a 
new motor vehicle dealer and that is capable of being licensed as a new motor vehicle dealer in this 
state.

(l)  Fail to respond to a written request from a new motor vehicle dealer that has submitted an 
agreement for the sale, transfer, or exchange of a new motor vehicle dealership. The manufacturer 
shall provide the dealer with all forms generally utilized and requested by the manufacturer for the 
approval of a sale, transfer, or exchange of a new motor vehicle dealership not later than 30 days after 
receiving a written request from the dealer for the forms. A manufacturer shall have 75 days after the 
date the manufacturer receives all the properly completed forms and information generally utilized and 
requested by the manufacturer to approve or disapprove the sale, transfer, or exchange of the new 
motor vehicle dealership. The failure of the manufacturer to approve or disapprove the sale, transfer, or 
exchange within the 75-day time period is considered approval.

(m)  Unfairly prevent a new motor vehicle dealer that sells, transfers, or exchanges a new motor vehicle 
dealership from receiving reasonable compensation for the value of the new motor vehicle dealership.

(n)  Subject to section 13(1)(i) and (2), unless the manufacturer enters into a written agreement with the 
new motor vehicle dealer that clearly states the amount of the incentive payments and the period of 
time during which the incentive payments are paid, offer incentive payments to a new motor vehicle 
dealer in consideration for a new motor vehicle dealer’s promise to do any of the following:

(i)  Make material alterations to any facilities at the dealer’s place of business.

(ii)  Construct new facilities for the conduct of the business of the dealership.

(o)  Require unreasonable improvements to a facility as a condition to entering into or renewing a 
dealer agreement.

(p)  Authorize a motor vehicle service and repair facility to perform motor vehicle warranty repairs and 
recall work, unless the work meets any of the following:

(i)  Is required for emergency service of a vehicle.

(ii)  Is work performed at a service center owned or operated by a manufacturer on a manufacturer-
owned vehicle.

(iii)  Is work performed by employees of a fleet operator on its own vehicles.

(q)  Own a motor vehicle service and repair facility, except that a manufacturer may own a service and 
repair facility for the repair of manufacturer-owned vehicles.

(r)  Engage in conduct that meets all of the following:

(i)  Materially affects a new motor vehicle dealer.

(ii)  Is capricious, is not in good faith, or is unconscionable.
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(iii)  Causes material damage to a new motor vehicle dealer.

(s)  Require, attempt to require, coerce, or attempt to coerce a new motor vehicle dealer to adhere to 
unreasonable performance standards that are not applied uniformly to other similarly situated new 
motor vehicle dealers.

(t)  Use or consider the performance of a new motor vehicle dealer in selling the manufacturer’s 
vehicles or the new motor vehicle dealer’s ability to satisfy any minimum sales or market share quota or 
responsibility relating to the sale of the new motor vehicles in determining any of the following:

(i)  The new motor vehicle dealer’s eligibility to purchase program, certified, or other used motor 
vehicles from the manufacturer.

(ii)  The volume, type, or model of program, certified, or other used motor vehicles that a new motor 
vehicle dealer is eligible to purchase from the manufacturer.

(iii)  The price of any program, certified, or other used motor vehicle that the new motor vehicle 
dealer purchases from the manufacturer.

(iv)  The availability or amount of any discount, credit, rebate, or sales incentive that the new motor 
vehicle dealer is eligible to receive from the manufacturer in connection with any program, certified, 
or other used motor vehicle offered for sale by the manufacturer.

(u)  Require that a new motor vehicle dealer provide its customer lists or service files to the 
manufacturer, unless necessary for the sale and delivery of a new motor vehicle to a consumer, to 
validate and pay consumer or dealer incentives, or in connection with the submission of a claim to the 
manufacturer for services supplied by the new motor vehicle dealer for any claim for warranty repairs. 
This section does not limit a manufacturer’s authority to require or use customer information to satisfy 
any safety or recall obligation.

(v)  Establish a performance standard or program for measuring new motor vehicle dealer performance 
that may have a material and adverse impact on a new motor vehicle dealer that is not fair, reasonable, 
and equitable. For purposes of this subdivision, all of the following apply if a manufacturer does not 
provide a complete program description explaining the performance standard or program details to a 
new motor vehicle dealer on or before the beginning of the program:

(i)  Within 10 days after receiving a request from the new motor vehicle dealer, the manufacturer 
shall provide the new motor vehicle dealer with a written description of how a performance 
standard or program is designed.

(ii)  Within 30 days after receiving a written request from the new motor vehicle dealer, the 
manufacturer shall provide all of the following to the dealer:

(A)  The specific information relied on by the manufacturer relating to how the performance 
standard or program was applied to the new motor vehicle dealer. The manufacturer is not 
required to disclose any proprietary or confidential information for purposes of this sub-
subparagraph. However, the result of the application of a performance standard or program to 
a particular new motor vehicle dealer is not considered proprietary or confidential as between 
the manufacturer and that particular new motor vehicle dealer.

(B)  An explanation as to how the manufacturer applies a performance standard or program to 
a new motor vehicle dealer’s performance.

(iii)  On written request, a manufacturer or a new motor vehicle dealer shall meet with the other 
party, in person or telephonically, under reasonable circumstances and as agreed to by both 
parties, to present, explain, or discuss information the manufacturer is required to provide under 
subparagraph (ii)(A) and (B).

(w)  If a new motor vehicle dealer sold or leased a new motor vehicle to a customer that exported the 
motor vehicle to a foreign country or resold the motor vehicle, and at the time of delivery to the 
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customer the vehicle was titled and registered in this state or another state of the United States by the 
dealer, refuse to allocate, sell, or deliver new motor vehicles to the dealer; charge back or withhold 
payments or other things of value for which the dealer is otherwise eligible under a sales promotion, 
program, or contest; prevent a new motor vehicle dealer from participating in any sales promotion, 
program, or contest; or take or threaten to take any other adverse action against a new motor vehicle 
dealer, including, but not limited to, reducing vehicle allocations or terminating or threatening to 
terminate a dealer agreement, unless the manufacturer proves that the new motor vehicle dealer knew 
or reasonably should have known that the customer intended to export or resell the motor vehicle. In an 
action by a new motor vehicle dealer for a violation of this subdivision, there is a rebuttable 
presumption that a new motor vehicle dealer did not know or should not reasonably have known of its 
customer’s intent to export or resell a motor vehicle if the vehicle was titled and registered in the United 
States, and the manufacturer bears the burden of rebutting that presumption.

(x)  If a new motor vehicle dealer is a party to a dealer agreement on August 4, 2010, and the dealer 
agreement provides for sale of a competing line-make of new motor vehicles at the same place of 
business where the manufacturer’s line-make is sold, require or otherwise coerce the new motor 
vehicle dealer to remove the sale or servicing of new motor vehicles of that competing line-make from 
that place of business.

(y)  Prevent, attempt to prevent, prohibit, coerce, or attempt to coerce a new motor vehicle dealer from 
charging a consumer any documentary preparation fee allowed to be charged by the dealer under the 
laws of this state or require the disclosure of the documentary preparation fee in a written format that is 
not otherwise required by law.

(z)  Prohibit, prevent, or attempt to prevent a new motor vehicle dealer from transferring a dealership to 
or naming a spouse, child, or executive manager as dealership successor to own and operate the 
dealership unless the manufacturer, having the burden of proof, can show that at the time the 
successor is named or the dealership is transferred, the successor spouse, child, or executive manager 
of the dealer is not of good moral character, has a felony conviction, does not meet the manufacturer’s 
uniformly applied requirements and criteria to be a dealer, or is otherwise disqualified from holding a 
license as a new motor vehicle dealer under any applicable statute of this state. All of the following 
apply for purposes of this subdivision:

(i)  The manufacturer is required to provide the new motor vehicle dealer, in writing, with its current 
uniformly applied requirements and criteria to be a dealer within 30 days of receiving the new motor 
vehicle dealer’s written request for the uniformly applied requirements and criteria to be a dealer.

(ii)  Within 75 days after receiving the manufacturer’s current uniformly applied written 
requirements and criteria to be a dealer from the manufacturer, the new motor vehicle dealer may 
submit a written request to the manufacturer for a meeting, in person or telephonically, with the 
manufacturer, under reasonable circumstances as agreed to by both parties, to address the 
requirements and criteria. The parties shall meet, in person or telephonically, within 45 days after 
the new motor vehicle dealer’s request for a meeting, unless otherwise agreed. During the meeting, 
the manufacturer shall provide the dealer an opportunity to present, in writing, facts, data, and 
evidence that establish that there are factors beyond the reasonable control or influence of the new 
motor vehicle dealer that materially and adversely impact the proposed transferee’s ability to meet 
the manufacturer’s current uniformly applied written requirements to be a dealer. If the 
manufacturer does not provide the new motor vehicle dealer an opportunity to present, in writing, 
facts, data, and evidence, or does not in good faith evaluate the effect of the facts, data, and 
evidence presented by the dealer, then the manufacturer may not prohibit or prevent the new motor 
vehicle dealer from transferring the dealership to a spouse, child, or executive manager, or naming 
a spouse, child, or executive manager as the dealership successor to own and operate the 
dealership.

(iii)  The manufacturer must make any decision to decline the new motor vehicle dealer’s request 
to transfer a new motor vehicle dealership to a spouse, child, or executive manager, or name a 
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spouse, child, or executive manager as dealership successor, in good faith, including the 
opportunity for a meeting, in person or telephonically as provided in subparagraph (ii). If requested 
by the new motor vehicle dealer in writing, the manufacturer must provide the new motor vehicle 
dealer with the information that it relied on when concluding that the spouse, child, or executive 
manager did not satisfy the uniformly required requirements and criteria to be a new motor vehicle 
dealer. However, the manufacturer is not required to disclose proprietary or confidential information 
and is not required to disclose any information if disclosure is prohibited by law.

(aa)  Make any material change in a dealer agreement without giving the new motor vehicle dealer 
written notice of the change at least 30 days before the effective date of the change. In any dispute 
under this subdivision, the new motor vehicle dealer has the burden of proving the modification is 
sufficiently significant and material to require notice under this subdivision.

(bb)  Unless otherwise agreed, require a new motor vehicle dealer to sell or offer to sell an extended 
service contract or extended maintenance plan offered, sold, backed by, or sponsored by the 
manufacturer.

(2)  A manufacturer, either directly or through any subsidiary, shall not terminate, cancel, fail to renew, or 
discontinue any lease of a new motor vehicle dealer’s established place of business except for a material 
breach of the lease.

(3)  Within 30 days after receiving a written request from the dealer, a manufacturer shall provide a new 
motor vehicle dealer that is seeking to sell, transfer, or exchange a new motor vehicle dealership with all 
forms generally utilized and requested by the manufacturer in connection with the sale, transfer, or 
exchange of a new motor vehicle dealership.

(4)  A failure by a manufacturer or distributor to approve or disapprove a dealer’s request to sell, transfer, or 
exchange its new motor vehicle dealership within the 75-day period after it receives a completed 
application, including all required documentation and information requested by the manufacturer or 
distributor, is considered approval by the manufacturer of the sale, transfer, or exchange of the dealership.

(5)  This section applies to a manufacturer that sells, services, displays, or advertises its new motor 
vehicles in this state.

History

Pub Acts 1981, No. 118, § 14, imd eff July 19, 1981; amended by Pub Acts 1998, No. 456, imd eff December 30, 
1998; 2000, No. 239, imd eff June 28, 2000; Pub Acts 2010, No. 141, imd eff August 4, 2010; Pub Acts 2014, No. 
354, effective October 21, 2014; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(34)

Editor’s notes:

 Pub Acts 1998, No. 456, enacting § 1,  imd eff December 30, 1998, provides:

“Enacting section 1. This amendatory act does not take effect unless House Bill No. 4738 of the 89th Legislature 
[Pub Acts 1998, No. 455] is enacted into law.”.
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 Pub Acts 2000, No. 239, enacting § 1,  imd eff June 28, 2000, provides:

“Enacting section 1. This amendatory act does not take effect unless House Bill No. 5554 of the 90th Legislature 
[Pub Acts 2000, No. 240] is enacted into law.”.

 Pub Acts 2010, No. 141, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1308 [Pub Acts 2010, No. 138].

“(b) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(c) House Bill No. 6099 [Pub Acts 2010, No. 140].”.

Amendment Notes

The 1998 amendment  in subsection (1), opening paragraph, inserted “, importer,”; rewrote subsection (1), 
paragraphs (a)–(c); added subsection (1), paragraph (i); and redesignated former subsection (1), paragraphs (i)–(k) 
as (j)–(l).

The 2000 amendment  in subsection (1), paragraph (d), inserted “any of” preceding “the following”; deleted former 
subsection (1), paragraph (h); added subsection (1), paragraphs (h) and (i); and redesignated former subsection 
(1), paragraphs (i)–(l) as (j)–(m).

The 2010 amendment  revised subsection (1), opening paragraph from one which read: “A manufacturer, importer, 
or distributor shall not do any of the following:”; revised subsection (1), paragraph (a) from one which read: “Adopt, 
change, establish, or implement a plan or system for the allocation and distribution of new motor vehicles to new 
motor vehicle dealers that is arbitrary or capricious, or modify an existing plan or system that causes the plan or 
system to be arbitrary or capricious.”; revised subsection (1), paragraph (b) from one which read: “Fail or refuse to 
advise or disclose to any new motor vehicle dealer having a dealer agreement, upon written request therefore, the 
basis upon which new motor vehicles of the same line make are allocated or distributed to new motor vehicle 
dealers in the state and the basis upon which the current allocation or distribution is being made or will be made to 
that new motor vehicle dealer.”; revised subsection (1), paragraph (c) from one which read: “Refuse to deliver in 
reasonable quantities and within a reasonable time after receipt of a dealer’s order, to any new motor vehicle dealer 
having a dealer agreement for the retail sale of new motor vehicles sold or distributed by a manufacturer or 
distributor any such motor vehicles as are covered by such dealer agreement specifically publicly advertised in the 
state by the manufacturer or distributor to be available for immediate delivery. However, the failure to deliver any 
motor vehicle shall not be considered a violation of this act if the failure is due to an act of God, a work stoppage or 
delay due to a strike or labor difficulty, a shortage of materials, a lack of manufacturing capacity, a freight embargo 
or other cause over which the manufacturer or distributor has no control. If the manufacturer or distributor requires a 
new motor vehicle dealer to purchase essential service tools with a purchase price in the aggregate of more than 
$7,500.00 in order to receive a specific model vehicle, the manufacturer or distributor shall upon written request 
provide the dealer with a good faith estimate in writing of the number of vehicles of that specific model the dealer 
will be allocated during that model year in which the tool is required to be purchased.”; revised subsection (1), 
paragraph (d), opening paragraph from one which read: “Increase prices of new motor vehicles which the new 
motor vehicle dealer had ordered and then eventually delivered to, the same retail consumer for whom the vehicle 
was ordered, if the order was made prior to the dealer’s receipt of the written official price increase notification. A 
sales contract signed by a private retail consumer and binding on the dealer shall constitute evidence of each order. 
In the event of manufacturer or distributor price reductions or cash rebates, the amount of any reduction or rebate 
received by a dealer shall be passed on to the private retail consumer by the dealer. Any price reduction in excess 
of $5.00 shall apply to all vehicles in the dealer’s inventory which were subject to the price reduction. A price 
difference applicable to new model or series motor vehicles at the time of the introduction of the new models or the 
series shall not be considered a price increase or price decrease. This subdivision shall not apply to price changes 
caused by any of the following:”; revised subsection (1), paragraph (d), subparagraph (iii) from one which read: 
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“Any increase in transportation charges due to an increase in rates charged by a common carrier and transporters.”; 
redesignated and revised subsection (1), paragraph (e) as subsection (1), paragraph (e), opening paragraph from 
text which read: “Offer any refunds or other types of inducements to any dealer for the purchase of new motor 
vehicles of a certain line make to be sold to this state or any political subdivision of this state without making the 
same offer available upon request to all other new motor vehicle dealers of the same line make.”; added subsection 
(1), paragraph (e), subparagraphs (i)–(iv); revised subsection (1), paragraph (f) from one which read: “Release to 
an outside party, except under subpoena or in an administrative or judicial proceeding to which the new motor 
vehicle dealer or the manufacturer or distributor are parties, any business, financial, or personal information which 
has been provided by the dealer to the manufacturer or distributor, unless the new motor vehicle dealer gives his or 
her written consent.”; revised subsection (1), paragraph (h), opening paragraph from one which read: “Directly or 
indirectly own, operate, or control a new motor vehicle dealer including, but not limited to, a new motor vehicle 
dealer engaged primarily in performing warranty repair services on motor vehicles pursuant to the manufacturer’s 
warranty. This subdivision does not apply to any of the following:”; revised subsection (1), paragraph (h), 
subparagraph (i) from one which read: “The ownership, operation, or control by a manufacturer or distributor of a 
new motor vehicle dealer for a period of not more than 24 months during the transition from 1 owner or operator to 
another. The circuit court may extend the 24-month time period for an additional 12 months upon receipt of an 
application from a manufacturer or distributor and a showing of good cause.”; revised subsection (1), paragraph (h), 
subparagraph (ii) from one which read: “The ownership, operation, or control of a new motor vehicle dealer by a 
manufacturer or distributor while it is being sold under a bona fide contract or purchase option to the operator of the 
new motor vehicle dealer.”; added subsection (1), paragraph (h), subparagraph (iv); revised subsection (1), 
paragraph (j) from one which read: “Prevent or attempt to prevent by contract or otherwise any new motor vehicle 
dealer from changing the executive management of a new motor vehicle dealer unless the manufacturer or 
distributor, having the burden of proof, can show that the change of executive management will result in executive 
management by a person or persons who are not of good moral character or who do not meet reasonable, 
preexisting, and equitably applied standards of the manufacturer or distributor. If a manufacturer or distributor 
rejects a proposed change in the executive management, the manufacturer or distributor shall give written notice of 
its reasons to the dealer within 60 days after receiving written notice from the dealer of the proposed change and all 
related information reasonably requested by the manufacturer or distributor, or the change in executive 
management shall be considered approved.”; revised subsection (1), paragraph (k) from one which read: 
“Unreasonably withhold consent to the sale, transfer, or exchange of the dealership to a qualified buyer capable of 
being licensed as a new motor vehicle dealer in this state.”; revised subsection (1), paragraph (l) from one which 
read: “Fail to respond in writing to a request for consent to a sale, transfer, or exchange of a dealership within 60 
days after receipt of a written application from the new motor vehicle dealer on the forms generally utilized by the 
manufacturer or distributor for such purpose and containing the information required therein. Failure to respond to 
the request within the 60 days shall be considered consent.”; revised subsection (1), paragraph (m) from one which 
read: “Unfairly prevent a new motor vehicle dealer from receiving reasonable compensation for the value of the new 
motor vehicle dealership.”; added subsection (1), paragraphs (n)–(x); and revised subsection (2) from one which 
read: “A manufacturer or distributor, either directly or through any subsidiary, shall not terminate, cancel, fail to 
renew, or discontinue any lease of the new motor vehicle dealer’s established place of business except for a 
material breach of the lease.”.

The 2014 amendment by PA 354 substituted “this state” for “the state” in (1)(b) and (1)(c); substituted “under 
state” for “pursuant to state” in (1)(d)(i); substituted “under the manufacturer’s warranty” for “pursuant to 
manufacturer’s warranty” in (1)(h); in (1)(i), deleted “its” preceding “franchised dealers” in the first sentence and 
substituted “franchised new motor vehicle dealers” for “the manufacturer’s new motor vehicle dealers that sell and 
service new motor vehicles produced by the manufacturer” in the second sentence; substituted “August 4, 2010” for 
“the effective date of the amendatory act that added this subdivision” in (1)(x); and added (1)(y) and (3).

 The 2018 amendment by PA 668 substituted “line-make” for “line make” wherever it appears in the section; 
substituted “75 days” for “60 days” in (1)(j); added “meets the manufacturer's uniformly applied requirements and 
criteria to be a new motor vehicle dealer and that” in (1)(k); rewrote (l); added “Subject to section 13(1)(i) and (2)” at 
the beginning of (n); added “material” in (1)(r)(iii); in (1)(s), deleted “Impose unreasonable standards of performance 
on a new motor vehicle dealer or” at the beginning and added “unreasonable”; added “and adverse” in (1)(v); in 
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(1)(v)(ii), added “written,” substituted “all of the following to the dealer” for “information relating to how the 
performance standard or program applies to the new motor vehicle dealer,” and added (1)(v)(ii)(A) through 
(1)(v)(iii); in (1)(w), added “and at the time of delivery to the customer the vehicle was titled and registered in this 
state or another state of the United States by the dealer” and “and registered”; added “or require the disclosure of 
the documentary preparation fee in a written format that is not otherwise required by law” in (1)(y); added (1)(z) 
through (1)(bb); added (3) and (4); and redesignated former (3) as (5).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 363 et seq.

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:12

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1574a. Property use agreement not required as condition; exception; 
termination of agreement between manufacturer and new motor vehicle 
dealer; effect of inconsistent provision; “property use agreement” defined.

Sec. 14a.

(1)  A manufacturer shall not require that a new motor vehicle dealer, a proposed new motor vehicle dealer, 
or any owner of an interest in a dealership facility enter into or agree to a property use agreement as a 
condition to any of the following:

(a)  Awarding a dealer agreement to a prospective new motor vehicle dealer.

(b)  Adding a line make or dealer agreement to an existing new motor vehicle dealer.

(c)  Renewing a dealer agreement with an existing new motor vehicle dealer.

(d)  Approving a relocation of a new motor vehicle dealer’s place of business.

(e)  Approving a sale or transfer of the ownership of a dealership or a transfer of a dealer agreement to 
another person.

(2)  Subsection (1) does not apply to a property use agreement if any of the following are offered and 
accepted for that agreement:

(a)  Monetary consideration.

(b)  Separate and valuable consideration that can be calculated to a sum certain.

(3)  If a manufacturer and a new motor vehicle dealer are parties to a property use agreement, the dealer 
agreement between the manufacturer and new motor vehicle dealer is terminated by a manufacturer, by a 
successor manufacturer, or by operation of law, and the reason for the termination is not a reason 
described in section 10(c), the property use agreement terminates and ceases to be effective at the time 
the dealer agreement is terminated.

(4)  If any provision contained in a property use agreement entered into on or after the effective date of the 
amendatory act that added this subsection is inconsistent with this section, the provision is voidable at the 
election of the affected new motor vehicle dealer, proposed new motor vehicle dealer, or owner of an 
interest in the dealership facility.

(5)  As used in this section, “property use agreement” means any of the following:

(a)  An agreement that requires that a new motor vehicle dealer establish or maintain exclusive 
dealership facilities.

(b)  An agreement that restricts the ability of a new motor vehicle dealer, or the ability of the dealer’s 
lessor if the dealer is leasing the dealership facility, to transfer, sell, lease, or change the use of the 
place of business of the dealership, whether by sublease, lease, collateral pledge of lease, right of first 
refusal to purchase or lease, option to purchase, option to lease, or other similar agreement, regardless 
of who the parties to that agreement are.
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(c)  Any similar agreement between a manufacturer and a new motor vehicle dealer and commonly 
known as a site control agreement or exclusive use agreement.

History

Pub Acts 1981, No. 118, § 14a, as added by Pub Acts 2010, No. 138, imd eff August 4, 2010 (see 2010 note 
below).

Annotations

Notes

Editor’s notes:

 Pub Acts 2010, No. 138, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(b) House Bill No. 6099 [Pub Acts 2010, No. 140].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Research References & Practice Aids

Statutory references:

Section 10, above referred to, is § 445.1570.
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§ 445.1574b. Right of first refusal; requirements.

Sec. 14b.

(1)  A manufacturer shall not exercise a right of first refusal or other right to acquire a new motor vehicle 
dealership from a new motor vehicle dealer, unless the manufacturer does all of the following:

(a)  Within 75 days after the manufacturer receives a complete written application, including all required 
documentation and information requested by the manufacturer or distributor from a new motor vehicle 
dealer for a proposed sale, transfer, or exchange of a new motor vehicle dealership by the new motor 
vehicle dealer, submitted on the forms generally utilized by the manufacturer for that purpose and 
containing all of the information required by the manufacturer, notifies the dealer in writing that it 
intends to exercise the right to acquire the dealership.

(b)  Pays to the dealer the same or greater consideration as the dealer has contracted to receive in 
connection with the proposed transfer or sale of all or substantially all of the dealership assets, stock, or 
other ownership interest, including, but not limited to, the purchase of, lease of, or assignment or 
transfer of any leased interest in, real property or improvements related to the transfer or sale of the 
dealership.

(c)  Assumes all of the duties, obligations, and liabilities concerning the manufacturer’s line-makes that 
the proposed transferee was to assume in the agreements between the proposed transferee and the 
dealer and with respect to which the manufacturer exercised the right of first refusal or other right to 
acquire the new motor vehicle dealership.

(d)  Reimburses the proposed transferee for all reasonable expenses incurred in evaluating, 
investigating, and negotiating the transfer of the dealership before the manufacturer’s exercise of its 
right of first refusal to acquire the dealership. All of the following apply for purposes of this subdivision:

(i)  The proposed transferee shall submit an itemized list of its expenses to the manufacturer not 
later than 60 days after the manufacturer exercises its right of first refusal to acquire the motor 
vehicle franchise. However, if requested by the manufacturer, the proposed transferee must 
provide the list before the manufacturer exercises its right of first refusal.

(ii)  The manufacturer must reimburse the proposed transferee for its reasonable expenses not 
later than 60 days after it receives the itemized list described in subparagraph (i).

(2)  Except as provided in this section, a manufacturer that exercises its right of first refusal under this 
section and the new motor vehicle dealer are not liable to any person as a result of a manufacturer 
exercising its right of first refusal.

(3)  A manufacturer that exercises a right of first refusal under this section may assign the lease or convey 
the real property of the new motor vehicle dealership.

(4)  As used in this section:

(a)  “Proposed transferee” means the person to which a new motor vehicle dealership would have been 
transferred, or was proposed to be transferred, if the manufacturer did not exercise a right of first 
refusal to acquire the dealership from a new motor vehicle dealer.
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(b)  “Reasonable expenses” includes the usual and customary legal and accounting fees charged for 
similar work, as well as expenses associated with the evaluation and investigation of any real property 
on which a new motor vehicle dealership is operated.

History

Pub Acts 2018, No. 668, effective March 28, 2019.
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§ 445.1575. Succession to dealership by designated family member of 
deceased or incapacitated dealer or executive manager of dealership; 
conditions; refusal to honor existing dealer agreement for good cause; 
personal and financial information; notice of refusal to approve succession; 
contents; service; designation of successor by written instrument.

Sec. 15.

(1)  If a new motor vehicle dealer dies or becomes incapacitated, any designated family member of the 
dealer or executive manager of the dealership may succeed the dealer in the ownership or operation of the 
dealership under the existing dealer agreement if the designated family member or executive manager 
gives the manufacturer written notice of his or her intention to succeed to the dealership within 120 days 
after the dealer’s death or incapacity, agrees to be bound by all of the terms and conditions of the existing 
dealer agreement, is designated a successor in a written instrument filed with the manufacturer, and meets 
the manufacturer’s uniformly applied requirements and criteria to be a dealer. A manufacturer may refuse to 
continue the existing dealer agreement with the designated family member or executive manager only for 
good cause.

(2)  A manufacturer may request from a designated family member or executive manager described in 
subsection (1) a completed application form and any personal and financial information that is reasonably 
necessary to determine whether the existing dealer agreement should continue. The designated family 
member or executive manager shall supply the completed application form and personal and financial 
information promptly on request. As used in this subsection and subsection (3), “application form” means 
the application form generally used by the manufacturer in connection with a proposal to continue a dealer 
agreement under this section.

(3)  If a manufacturer believes that good cause exists for refusing to continue a dealer agreement under this 
section with a designated family member or executive manager described in subsection (1), the 
manufacturer may, within 75 days after receiving notice of the designated family member’s or executive 
manager’s intent to succeed the dealer in the ownership and operation of the dealership, or within 75 days 
after receiving the requested personal and financial information and completed application form, whichever 
is later if both occur, serve on the designated family member or executive manager notice of its refusal to 
approve the succession.

(4)  A notice of refusal served by a manufacturer under subsection (3) shall state the specific grounds for 
the refusal to approve the succession and that discontinuance of the agreement shall take effect on a date 
specified in the notice that is at least 90 days after the date the notice is served.

(5)  If a notice of refusal described in subsection (3) is not served within the 75-day period described in 
subsection (3), the dealer agreement shall continue in effect and is subject to termination only as otherwise 
permitted under this act.

(6)  Subject to section 14(z), this section does not preclude a new motor vehicle dealer from designating 
any person as the dealer’s successor by filing a written instrument with the manufacturer designating any 
person as the dealer’s successor. A written instrument filed under this subsection shall determine the 
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succession rights to the management, ownership, and operation of the dealership if, at the time of 
succession, the person designated in the written instrument meets the manufacturer’s uniformly applied 
requirements and criteria to be a dealer.

History

Pub Acts 1981, No. 118, § 15, imd eff July 19, 1981; amended by Pub Acts 2010, No. 138, imd eff August 4, 2010; 
Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(35)

Editor’s notes:

 Pub Acts 2010, No. 138, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(b) House Bill No. 6099 [Pub Acts 2010, No. 140].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 2010 amendment  revised subsection (1) from one which read: “Any designated family member of a deceased 
or incapacitated new motor vehicle dealer may succeed the dealer in the ownership or operation of the dealership 
under the existing dealer agreement if the designated family member gives the manufacturer or distributor written 
notice of his or her intention to succeed to the dealership within 120 days after the dealer’s death or incapacity, 
agrees to be bound by all of the terms and conditions of the dealer agreement, and the designated family member 
meets the current criteria generally applied by the manufacturer or distributor in qualifying new motor vehicle 
dealers. A manufacturer or distributor may refuse to honor the existing dealer agreement with the designated family 
member only for good cause.”; revised subsection (2) from one which read: “The manufacturer or distributor may 
request from a designated family member such personal and financial data as is reasonably necessary to 
determine whether the existing dealer agreement should be honored. The designated family member shall supply 
the personal and financial data promptly upon the request.”; revised subsection (3) from one which read: “If a 
manufacturer or distributor believes that good cause exists for refusing to honor the succession, the manufacturer 
or distributor may, within 60 days after receipt of the notice of the designated family member’s intent to succeed the 
dealer in the ownership and operation of the dealership, or within 60 days after the receipt of the requested 
personal and financial data, serve upon the designated family member notice of its refusal to approve the 
succession.”; revised subsection (4) from one which read: “The notice of the manufacturer or distributor provided in 
subsection (3) shall state the specific grounds for the refusal to approve the succession and that discontinuance of 
the agreement shall take effect not less than 90 days after the date the notice is served.”; revised subsection (5) 
from one which read: “If notice of refusal is not served within the 60 days provided for in subsection (3), the dealer 
agreement shall continue in effect and shall be subject to termination only as otherwise permitted by this act.”; and 
revised subsection (6) from one which read: “This section does not preclude a new motor vehicle dealer from 
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designating any person as his or her successor by written instrument filed with the manufacturer or distributor, and 
if such an instrument is filed, it alone shall determine the succession rights to the management and operation of the 
dealership.”.

The 2018 amendment by PA 668 rewrote (1); in (3), substituted “75 days” for “60 days” twice and added 
“whichever is later if both occur”; substituted “on a date specified in the notice that is at least” for “not fewer than” in 
(4); substituted “75-day” for “60-day” in (5); and rewrote (6), which formerly read: “This section does not preclude a 
new motor vehicle dealer from designating any person as his or successor by written instrument filed with the 
manufacturer. If the dealer files an instrument described in this subsection, it alone shall determine the succession 
rights to the management and operation of the dealership.”

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 375, 376

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic § 33:12

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 

Michigan Compiled Laws Service
Copyright © 2022 Matthew Bender & Company, Inc.
a member of the LexisNexis Group. All rights reserved.

End of Document



MCLS § 445.1576

This document is current through Act 143, 145, 146 of the 2022 Regular Legislative Session and E.R.O. 2022-1

Michigan Compiled Laws Service  >  Chapter 445 Trade And Commerce (§§ 445.1 — 445.2586)  >  
Act 118 of 1981 (§§ 445.1561 — 445.1583) 

§ 445.1576. Establishment or relocation of additional dealer; notice; 
declaratory judgment action; exception; judicial determination of good 
cause.

Sec. 16.

(1)  As used in this section, “relocate” and “relocation” shall not include the relocation of a new motor 
vehicle dealer within 2 miles of its established place of business.

(2)  Before a manufacturer or distributor enters into a dealer agreement establishing or relocating a new 
motor vehicle dealer in a relevant market area where the same line-make is represented, the manufacturer 
or distributor shall provide written notice of its intention to establish an additional dealer or to relocate an 
existing dealer in that relevant market area to each new motor vehicle dealer that represents that line-make 
in the relevant market area on the date the notice is provided.

(3)  Within 30 days after receiving the notice provided for in subsection (2), or within 30 days after the end 
of any appeal procedure provided by the manufacturer or distributor, a new motor vehicle dealer may bring 
a declaratory judgment action in the circuit court for the county in which the new motor vehicle dealer is 
located to determine whether good cause exists for the establishing or relocating of a proposed new motor 
vehicle dealer. Once an action is filed, the manufacturer or distributor shall not establish or relocate the 
proposed new motor vehicle dealer until the circuit court has rendered a decision on the matter. A court 
shall give precedence to an action brought under this section over all other civil matters on the court’s 
docket.

(4)  This section does not apply to the reopening or replacement in a relevant market area of a closed 
dealership that has been closed within the preceding year, if the established place of business of the 
reopened or replacement dealer is within 2 miles of the established place of business of the closed 
dealership.

(5)  In determining whether good cause exists for establishing or relocating an additional new motor vehicle 
dealer for the same line-make, the court shall take into consideration the existing circumstances, including, 
but not limited to, the following:

(a)  Permanency of the investment.

(b)  Effect on the retail new motor vehicle business and the consuming public in the relevant market 
area.

(c)  Whether it is injurious or beneficial to the public welfare.

(d)  Whether the new motor vehicle dealers of the same line-make in that relevant market area are 
providing adequate competition and convenient consumer care for the motor vehicles of that line-make 
in the market area, including the adequacy of motor vehicle sales and qualified service personnel.

(e)  Whether the establishment or relocation of the new motor vehicle dealer would promote 
competition.
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(f)  Growth or decline of the population and the number of new motor vehicle registrations in the 
relevant market area.

(g)  The effect on the relocating dealer of a denial of its relocation into the relevant market area.

History

Pub Acts 1981, No. 118, § 16, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

LexisNexis® Notes

Notes

Prior codification:

MSA § 19.856(36)

Amendment Notes

The 2018 amendment by PA 668 substituted “line-make” for “line make” throughout the section; in (2), substituted 
“provide” for “give,” deleted “to each new motor vehicle dealer of the same line make in the relevant market area” 
following “written notice,” and added “to each new motor vehicle dealer that represents that line-make in the 
relevant market area on the date the notice is provided”; substituted “is filed” for “has been filed” in the second 
sentence of (3); in the third sentence of (3), added “A court shall give precedence to,” substituted “under this 
section” for “pursuant to this section,” and deleted “shall be given precedence” preceding “over all other civil”; 
substituted “does not apply” for “shall not apply” in (4); and made a stylistic and related changes.

Case Notes

2010 amendment to Michigan's Motor Dealers Act was not retroactive; because the amendment gave the dealer 
the substantive right to object, it could not be viewed as procedural, and the presumption against retroactivity 
applied. Kia Motors Am., Inc. v. Glassman Oldsmobile Saab Hyundai, Inc., 706 F.3d 733, 2013 FED App. 0035P, 
2013 U.S. App. LEXIS 2615 (6th Cir. Mich. 2013).

Dealership, a Dodge dealer, was located within the nine-mile relevant market area where the distributor intended to 
establish the Dodge vehicle line at the seller, and the dealership received notice that the distributor intended to 
award the Dodge line to the seller; therefore, under MCLS 445.1576(3), the dealership had standing to file a 
declaratory action to determine whether good cause existed for the establishing of a proposed new motor vehicle 
dealer and the case was ripe for adjudication. LaFontaine Saline, Inc. v. Chrysler Group LLC, 298 Mich. App. 576, 
828 N.W.2d 446, 2012 Mich. App. LEXIS 2378 (Mich. Ct. App. 2012), vacated, 496 Mich. 26, 852 N.W.2d 78, 2014 
Mich. LEXIS 1037 (Mich. 2014).

Under the pre-amended definition, MCLS 445.1562(2), the Letter of Intent was not a “dealer agreement,” and any 
future dealer agreement between the distributor and seller would necessarily be executed after 2010 PA 139 took 
effect; thus, the dealership was located within the “relevant market area” and could maintain an action under MCLS 
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445.1576(3) to determine whether good cause existed to establish the proposed Dodge vehicle line at the seller. 
LaFontaine Saline, Inc. v. Chrysler Group LLC, 298 Mich. App. 576, 828 N.W.2d 446, 2012 Mich. App. LEXIS 2378 
(Mich. Ct. App. 2012), vacated, 496 Mich. 26, 852 N.W.2d 78, 2014 Mich. LEXIS 1037 (Mich. 2014).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Michigan Digest references:

Automobiles and Motor Vehicles § 150 

Jury § 8 

Research references:

62B Am Jur 2d, Private Franchise Agreements § 189

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:12

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1577. Dealer’s obligations for preparation, delivery, and warranty 
service; written specifications; compensating dealer for required warranty 
service; prohibited conduct; claims for labor and parts; payment; approval 
or disapproval; charge back for false or fraudulent claims; records of 
warranty repairs; compensation and claims for promotion events, programs, 
or activities; approval or disapproval of claims; meeting; audit.

Sec. 17.

(1)  A manufacturer shall specify in writing to each of its new motor vehicle dealers licensed in this state the 
dealer’s obligations for preparation, delivery, recall service, and warranty service on its products. A 
manufacturer shall compensate a new motor vehicle dealer for recall or warranty service required of the 
dealer by the manufacturer. A manufacturer shall provide a new motor vehicle dealer with the schedule of 
compensation to be paid to the dealer for parts, work, and service, and the time allowance for the 
performance of the work and service. A manufacturer shall also include in the schedule of compensation a 
reasonable time allowance for labor for diagnostic work and repair work, included in the manufacturer’s 
labor time allowance or listed as a separate compensable item. A dealer may submit a request for an 
additional time allowance for either diagnostic or repair time, that includes any information and 
documentation reasonably required by the manufacturer, and a manufacturer shall not unreasonably deny 
that request. The schedule of compensation shall include reasonable compensation for parts 
reimbursement and labor rates as determined under section 17a(1).

(2)  A manufacturer shall not do any of the following:

(a)  Fail to perform any recall or warranty obligation.

(b)  Fail to include in written notices of factory recalls to new motor vehicle owners and dealers the 
expected date by which necessary parts and equipment will be available to dealers for the correction of 
the defects.

(c)  Fail to compensate a new motor vehicle dealer licensed in this state for repairs made in connection 
with the recall.

(3)  A manufacturer shall pay a claim made by a new motor vehicle dealer under this section for labor and 
parts within 30 days after its approval. A manufacturer shall either approve or disapprove a claim within 30 
days after receiving the claim, submitted on the form generally used by the manufacturer and containing the 
information usually required in the form. Any claim not specifically disapproved in writing within 30 days 
after the manufacturer receives the claim form is considered approved, and the manufacturer shall pay the 
claim within 30 days.

(4)  Subject to subsections (5) and (10), if a manufacturer has approved and paid a new motor vehicle 
dealer for a claim, the manufacturer may only charge the claim back to the dealer if 1 of the following is 
met:

(a)  The manufacturer shows that the claim is fraudulent. However, the manufacturer may not charge 
back the amount paid if the claim is found to be fraudulent more than 6 years after payment.
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(b)  The manufacturer shows that the claim is false, unsubstantiated, lacks proper documentation, or 
shows an improper diagnosis process or improper repair procedures. However, the manufacturer may 
not charge back the amount paid if the claim is found to be false, unsubstantiated, to lack proper 
documentation, or show an improper diagnosis process or repair procedures more than 12 months 
after payment.

(5)  If a manufacturer seeks to charge back a claim under subsection (4) on the basis that the claim is false, 
unsubstantiated, or lacks proper documentation, or shows an improper diagnosis process or improper 
repair procedures, a new motor vehicle dealer has 14 days after the date the new motor vehicle dealer 
receives notice of the chargeback to supply documentation that meets the manufacturer’s requirements to 
support the validity of the claim, and if the claim is valid, the manufacturer shall not charge back the claim to 
the new motor vehicle dealer.

(6)  A manufacturer may not deny a claim made under this section because of a new motor vehicle dealer’s 
incidental failure to comply with a specific claim processing requirement, such as a clerical error, that does 
not call into question the legitimacy of the claim.

(7)  A new motor vehicle dealer shall maintain all records of warranty repairs, including the related time 
records of its employees, for at least 2 years following payment of any warranty claim.

(8)  A manufacturer shall compensate a new motor vehicle dealer for any sales or service promotion 
events, incentives, programs, or activities sponsored by the manufacturer, in accordance with established 
guidelines for those events, incentives, programs, or activities.

(9)  A manufacturer shall pay a claim for compensation owed to a new motor vehicle dealer under 
subsection (8) for a promotion event, incentive, program, or activity within 15 days after its approval. A 
manufacturer shall either approve or disapprove a claim for compensation described in this subsection 
within 30 days after receiving the claim, submitted on the form generally used by the manufacturer and 
containing the information usually required in the form. Any claim for compensation the manufacturer does 
not specifically disapprove in writing within 30 days after receiving the claim form is considered approved, 
and the manufacturer shall pay the amount of the claim within 30 days. A manufacturer may only charge 
back a claim for compensation described in this subsection under subsection (4).

(10)  A manufacturer may not charge a claim back to a new motor vehicle dealer after the claim is paid 
unless a representative of the manufacturer first meets in person or by video teleconference or telephone 
with an officer or employee of the dealer designated by the new motor vehicle dealer, or responds in writing 
to any dealer written request for information. All of the following apply if a meeting is held under this 
subsection:

(a)  At the meeting, the manufacturer shall provide a detailed explanation, with supporting 
documentation, of the basis for each proposed chargeback of a claim to the dealer and a written 
statement containing the basis on which the claim or claims of the dealer were selected for audit or 
review by the manufacturer. However, the manufacturer is not required to disclose proprietary or 
confidential information about a customer or other dealer under this subdivision, and is not required to 
disclose any information if disclosure is prohibited by law.

(b)  After the meeting, the manufacturer shall provide the motor vehicle dealer’s representative a 
reasonable period of time of at least 45 days to respond to the proposed chargebacks. The 
manufacturer shall provide a longer period of time for the dealer to respond if warranted by the volume 
of proposed chargebacks.

(c)  An unexcused failure or refusal of the dealer or designated officer or employee of the dealer to 
schedule, attend, or participate in the meeting with the manufacturer relieves the manufacturer from 
any further obligation under this subsection.

(11)  A manufacturer may conduct an audit of the records of a new motor vehicle dealer relating to a 
warranty or promotion claim submitted by a new motor vehicle dealer under this section, but the 
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manufacturer may only conduct that audit in the time periods allowed for warranty or promotional claim 
chargebacks under this section.

History

Pub Acts 1981, No. 118, § 17, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; Pub Acts 2010, No. 138, imd eff August 4, 2010; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(37)

Editor’s notes:

 Pub Acts 2010, No. 138, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1309 [Pub Acts 2010, No. 139].

“(b) House Bill No. 6099 [Pub Acts 2010, No. 140].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 2010 amendment  revised subsection (1) from one which read: “Each new motor vehicle manufacturer or 
distributor shall specify in writing to each of its new motor vehicle dealers licensed in this state the dealer’s 
obligations for preparation, delivery, and warranty service on its products. The manufacturer or distributor shall 
compensate the new motor vehicle dealer for warranty service required of the dealer by the manufacturer or 
distributor. The manufacturer or distributor shall provide the new motor vehicle dealer with the schedule of 
compensation to be paid to the dealer for parts, work, and service, and the time allowance for the performance of 
the work and service.”; revised subsection (2) from one which read: “The schedule of compensation shall include 
reasonable compensation for diagnostic work, as well as repair service and labor. Time allowances for the 
diagnosis and performance of warranty work and service shall be reasonable and adequate for the work to be 
performed. In the determination of what constitutes reasonable compensation under this section, the principal factor 
to be given consideration shall be the prevailing wage rates being paid by dealers in the community in which the 
dealer is doing business, and in no event shall the compensation of a dealer for warranty labor be less than the 
rates charged by the dealer for like service to retail customers for nonwarranty service and repairs, provided that 
such rates are reasonable.”; revised subsection (3), opening paragraph from one which read: “A manufacturer or 
distributor shall not:”; revised subsection (3), paragraph (c) from one which read: “Fail to compensate any of the 
new motor vehicle dealers licensed in this state for repairs effected by the recall.”; redesignated and revised former 
subsection (4) as subsection (4), subsection (5), opening paragraph, and subsection (7) from text which read: “All 
claims made by a new motor vehicle dealer pursuant to this section for labor and parts shall be paid within 30 days 
after their approval. All claims shall be either approved or disapproved by the manufacturer or distributor within 30 
days after their receipt on a proper form generally used by the manufacturer or distributor and containing the usually 
required information therein. Any claim not specifically disapproved in writing within 30 days after the receipt of the 
form shall be considered to be approved and payment shall be made within 30 days. A claim which has been 
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approved and paid may not be charged back to the dealer unless the manufacturer can show that the claim was 
fraudulent, false, or unsubstantiated, except that a charge back for false or fraudulent claims shall not be made 
more than 2 years after payment, and a charge back for unsubstantiated claims shall not be made more than 15 
months after payment. A new motor vehicle dealer shall maintain all records of warranty repairs, including the 
related time records of its employees, for at least 2 years following payment of any warranty claim.”; added 
subsection (5), paragraphs (a) and (b) and subsections (6), (10), and (11); redesignated and revised former 
subsection (5) as (8) from text which read: “A manufacturer or distributor shall compensate the new motor vehicle 
dealer for manufacturer or distributor sponsored sales or service promotion events, programs, or activities in 
accordance with established guidelines for such events, programs, or activities.”; and redesignated and revised 
former subsection (6) as (9) from text which read: “All claims made by a new motor vehicle dealer pursuant to 
subsection (5) for promotion events, programs, or activities shall be paid within 10 days after their approval. All 
claims shall be either approved or disapproved by the manufacturer or distributor within 30 days after their receipt 
on a proper form generally used by the manufacturer or distributor and containing the usually required information 
therein. Any claim not specifically disapproved in writing within 30 days after the receipt of the form shall be 
considered to be approved and payment shall be made within 30 days. The manufacturer has the right to charge 
back any claim for 6 months after the later of either the close of the promotion event, program, or activity, or the 
date of the payment.”.

The 2018 amendment by PA 668 rewrote the section.

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:12

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 

Michigan Compiled Laws Service
Copyright © 2022 Matthew Bender & Company, Inc.
a member of the LexisNexis Group. All rights reserved.
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§ 445.1577a. Reasonable compensation for parts reimbursement and labor 
rates; factors.

Sec. 17a.

(1)  The principal factors in determining what constitutes reasonable compensation for parts reimbursement 
and labor rates for purposes of section 17(1) are as follows:

(a)  The retail price charged for parts by other similarly situated new motor vehicle dealers in a 
comparable geographic area in this state that offer the same line-make of vehicles.

(b)  The retail labor rates of other similarly situated new motor vehicle dealers in a comparable 
geographic area in this state that offer the same line-make of vehicles.

(2)  All of the following apply for purposes of subsection (1):

(a)  A new motor vehicle dealer that is demanding warranty compensation from a manufacturer at a 
rate that exceeds the agreed-upon rates shall establish the retail rate it customarily charges for parts by 
submitting to the manufacturer 100 consecutive and sequential nonwarranty customer-paid service 
repair orders that contain repairs for like services or all nonwarranty customer-paid service repair 
orders covering a period of 90 consecutive days, whichever is less. A dealer shall not submit a service 
repair order under this subsection that covers repairs made more than 180 days before the date of the 
submission.

(b)  If a manufacturer determines from any set of repair orders submitted under subdivision (a) that the 
calculated retail markup rate for parts or the retail labor rate is substantially higher or lower than the 
rate currently on record with the manufacturer, the manufacturer may request additional documentation 
for a period of either 60 days before or 60 days after the time period for which the repair orders were 
submitted for purposes of an adjustment.

(c)  A new motor vehicle dealer’s retail rate percentage for parts is calculated by determining the 
dealer’s total parts sales in the submitted repair orders and dividing that amount by the dealer’s total 
cost for the purchase of those parts, subtracting 1 from that amount, and then multiplying by 100. The 
manufacturer must approve or disapprove the declared retail rate within 45 days after the date of 
submission by the dealer. The declared retail rate is effective beginning 30 days after approval by the 
manufacturer, unless the manufacturer disapproves and timely contests the dealer’s declared rate. If a 
manufacturer fails to disapprove within 45 days following submission by the dealer, the declared retail 
rate is considered approved. A new motor vehicle dealer’s retail rate for labor is calculated by 
determining the dealer’s total labor sales from the submitted repair orders and dividing that amount by 
the total number of hours that generated those sales. The manufacturer must approve or disapprove 
the declared retail rate within 45 days after the date the dealer submits the repair orders. The declared 
retail labor rate is effective beginning 30 days after approval by the manufacturer, unless the 
manufacturer disapproves and timely contests the dealer’s declared rate.

(d)  A manufacturer may contest a new motor vehicle dealer’s declared retail markup rate for parts or 
retail labor rate not later than 45 days after submission and declaration of the retail markup rate for 
parts or retail labor rate by the dealer by reasonably substantiating that the rate is inaccurate, 
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incomplete, or unreasonable in light of the factors described in subsection (1). In contesting a new 
motor vehicle dealer’s declared rate, a manufacturer shall provide a written explanation of the reasons 
for disagreement with the declared rate. If the declared retail markup rate for parts or retail labor rate is 
contested, then the manufacturer shall propose an adjustment of the rate. If the manufacturer contests 
the dealer’s declared parts or labor rate, the parties shall attempt to resolve the dispute through an 
internal dispute resolution procedure of the manufacturer, if available, provided that the dispute 
resolution procedure occurs within a reasonable amount of time that does not exceed 45 days after 
notification of disagreement with the dealer’s declared rate.

(e)  If an internal dispute resolution procedure described in subdivision (d) is unsuccessful or does not 
occur in a timely manner, a new motor vehicle dealer may file a complaint in the circuit court for the 
county in which the new motor vehicle dealer is located, within 60 days after it receives the adjustment 
proposed by the manufacturer or within 30 days after conclusion of the internal dispute resolution 
procedure, whichever is later. In an action under this subdivision, the manufacturer has the burden of 
proof to demonstrate that the retail markup rate for parts or retail labor rate declared by the dealer is 
inaccurate, incomplete, or unreasonable.

(3)  The following work shall not be considered in calculating the retail rate customarily charged by a new 
motor vehicle dealer for parts and labor under this section:

(a)  Repairs for manufacturer special events, specials, or promotional discounts for retail customer 
repairs.

(b)  Parts sold at wholesale.

(c)  Routine maintenance not covered under any retail customer warranty, such as oil changes, fluids, 
filters, or belts not provided in the course of repairs.

(d)  Nuts, bolts, or fasteners or similar items that do not have an individual part number.

(e)  Tires, tire repair, tire rotation, or other tire services.

(f)  Vehicle reconditioning.

(g)  Installation or repair of accessories.

(h)  Repairs of vehicle body damage caused by a collision, a road hazard, the force of the elements, 
vandalism, or theft.

(i)  Vehicle emission or safety inspections required by law.

(j)  Manufacturer approved and reimbursed goodwill or policy repairs or replacements.

(k)  Repairs for which volume discounts have been negotiated with government agencies.

(4)  If a manufacturer furnishes a part or component to a new motor vehicle dealer to use in performing 
repairs under a recall, campaign service action, or warranty repair at no cost to the dealer, the 
manufacturer shall compensate the dealer for the authorized repair part or component in the same manner 
as warranty parts compensation under section 17 by paying the dealer the retail rate markup on the cost for 
the part or component as listed in the price schedule of the manufacturer less the cost for the part or 
component.

(5)  A manufacturer shall not require a new motor vehicle dealer to establish the retail rate customarily 
charged by the dealer for parts and labor by an unduly burdensome or time-consuming method or by 
requiring information that is unduly burdensome or time consuming to provide, including, but not limited to, 
part-by-part or transaction-by-transaction calculations. A dealer shall not declare a retail rate for parts or 
labor or both more than once in a calendar year.

(6)  A manufacturer shall not limit access to sales or service promotion events, incentives, programs, or 
activities sponsored by the manufacturer or limit allocation of vehicles or parts to a new motor vehicle 
dealer based solely on the new motor vehicle dealer’s exercise of its rights under this section. This 
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subsection does not prohibit a manufacturer from increasing the price of a motor vehicle or part in the 
normal course of business.

History

Pub Acts 2018, No. 668, effective March 28, 2019.

Michigan Compiled Laws Service
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§ 445.1577b. Compensation to perform recall repairs.

Sec. 17b.

(1)  A manufacturer shall compensate its new motor vehicle dealers a reasonable amount for all labor and 
parts required by the manufacturer to perform recall repairs.

(2)  If parts or a remedy are not reasonably available to perform a recall service or repair on a used vehicle 
held for sale by a new motor vehicle dealer authorized to sell and service new vehicles of the same line-
make within 30 days of the manufacturer issuing the initial notice of recall, and the manufacturer has issued 
a stop-sale order on the vehicle, the manufacturer shall compensate the dealer at a prorated rate of at least 
1% of the value of the vehicle per month beginning on the date that is 30 days after the date on which the 
stop-sale order was provided to the dealer, until the earlier of either of the following occurs:

(a)  The date the recall or remedy parts are made available.

(b)  The date the dealer sells, trades, or otherwise disposes of the affected used motor vehicle.

(3)  For purposes of subsection (2), the value of a used motor vehicle is the average trade-in value for used 
vehicles as indicated in an independent third-party guide for the year, make, and model of the recalled 
vehicle.

(4)  This section applies only to the following:

(a)  A used motor vehicle that is subject to safety or emissions recalls under, and recalled in 
accordance with, federal law, if a stop-sale order has been issued and repair parts or remedy remains 
unavailable for 30 days or longer.

(b)  A new motor vehicle dealer that holds an affected used vehicle for sale that meets both of the 
following:

(i)  Is in inventory at the time the stop-sale order was issued, or was taken in the used vehicle 
inventory of the dealer as a consumer trade-in in connection with the purchase of a new motor 
vehicle from the dealer after the stop-sale order was issued.

(ii)  Is of the same line-make as a new motor vehicle that the dealer is authorized by a 
manufacturer to sell or on which the dealer is authorized to perform recall repairs.

(5)  A manufacturer shall not reduce the amount of compensation otherwise owed to a new motor vehicle 
dealer, whether through a chargeback, removal of the dealer from an incentive program, or reduction in 
amount owed under an incentive program, solely because the new motor vehicle dealer has submitted a 
claim for reimbursement under this section. This subsection does not apply to an action by a manufacturer 
that is applied uniformly among all new motor vehicle dealers of the same line-make in this state.

(6)  All reimbursement claims made by new motor vehicle dealers under this section for recall remedies or 
repairs, or for compensation if a part or repair is not reasonably available and the vehicle is subject to a 
stop-sale order, are subject to the same limitations and requirements as a warranty reimbursement claim 
made under section 17. In the alternative, a manufacturer may compensate its new motor vehicle dealers 



Page 2 of 2

MCLS § 445.1577b

under a national recall compensation program if the compensation under the program is equal to or greater 
than that provided under this section, or the manufacturer and dealer otherwise agree.

(7)  A manufacturer may direct the manner and method the dealer must use to demonstrate the inventory 
status of an affected used motor vehicle to determine eligibility under this section, if that manner and 
method is not unduly burdensome and does not require information that is unduly burdensome to provide.

(8)  This section does not require a manufacturer to provide total compensation to a new motor vehicle 
dealer that would exceed the total average trade-in value of the affected used motor vehicle as originally 
determined under subsection (3).

(9)  Any remedy provided to a dealer under this section is exclusive and may not be combined with any 
other state or federal recall compensation remedy.

History

Pub Acts 2018, No. 668, effective March 28, 2019.
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§ 445.1578. Liability for damage to new motor vehicles; rejection of new 
motor vehicle by dealer; credit.

Sec. 18.

(1)  Notwithstanding the terms, provisions, or conditions of any agreement, a new motor vehicle dealer is 
solely liable for damages to new motor vehicles after acceptance from the carrier and before delivery to the 
ultimate purchaser. Acceptance by the new motor vehicle dealer shall occur when the new motor vehicle 
dealer signs a delivery receipt for any motor vehicle.

(2)  Notwithstanding the terms, provisions, or conditions of any agreement, the manufacturer or distributor 
is liable for all damages to motor vehicles before delivery to a carrier or transporter.

(3)  The new motor vehicle dealer is liable for damages to new motor vehicles after delivery to the carrier 
only if the dealer selects the method of transportation, mode of transportation, and the carrier. In all other 
instances, the manufacturer or distributor is liable for new motor vehicle damage.

(4)  If the new motor vehicle dealer rejects a new motor vehicle pursuant to this section, the manufacturer 
or distributor shall credit the dealer’s account within 10 business days after receipt of the notice of rejection.

History

Pub Acts 1981, No. 118, § 18, imd eff July 19, 1981.

Annotations

Notes

Prior codification:

MSA § 19.856(38)

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.
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Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:10

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1579. Indemnification of dealer against certain judgments; payment of 
costs, fees, and judgments; notice.

Sec. 19.

(1)  Notwithstanding the terms, provisions, or conditions of any dealer agreement, a manufacturer or 
distributor shall indemnify and hold harmless its new motor vehicle dealers against any judgment for 
damages or settlement agreed to in writing by the manufacturer, including, but not limited to, court costs 
and reasonable attorney’s fees of the new motor vehicle dealer arising solely out of the complaints, claims, 
or actions from defects that relate to the manufacture, assembly, or design of vehicles, parts, or 
accessories, or other functions by the manufacturer or distributor, that are beyond the control of the dealer, 
including, without limitation, the selection by the manufacturer or distributor of parts or components for the 
vehicle, or any damages to merchandise occurring in transit to the dealer if the carrier is designated by the 
manufacturer or distributor. If a complaint, claim, or action contains independent allegations against the 
new motor vehicle dealer, the manufacturer shall pay only that portion of the costs, fees, and judgment or 
settlement that is directly related to the manufacture, assembly, or design of the vehicle, parts, or 
accessories or other functions of the manufacturer that are beyond the control of the dealer.

(2)  A manufacturer must respond to a request for indemnification under this section within 30 days after the 
date the new motor vehicle dealer submits all documents necessary to support its request to the 
manufacturer.

(3)  A dealer does not have a right to indemnification or attorney fees under subsection (1) unless the 
dealer has given reasonable notice in writing of the complaint, claim, or action to the manufacturer or 
distributor.

History

Pub Acts 1981, No. 118, § 19, imd eff July 19, 1981; amended by Pub Acts 1983, No. 188, imd eff November 1, 
1983; Pub Acts 2018, No. 668, effective March 28, 2019.

Annotations

Notes

Prior codification:

MSA § 19.856(39)

Amendment Notes
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The 2018 amendment by PA 668, in (1), added “new motor vehicle” and “that are” twice, substituted “that relate” 
for “which relate,” “a complaint” for “the complaint,” and “settlement that” for “settlement which”; added (2); 
redesignated former (2) as (3); and in (3), substituted “does not have a right” for “shall have no right,” “attorney 
fees” for “attorney’s fees,” and “under subsection (1)” for “as provided in subsection (1).”

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:10

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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§ 445.1580. Action for damages or declaratory judgment; liability.

Sec. 20.

(1)  If a manufacturer  terminates, cancels, fails to renew, or discontinues a dealer agreement,without good 
cause as described in this act, the new motor vehicle dealer may bring an action against the manufacturer  
to recover actual damages reasonably incurred by the dealer as a result of the termination, cancellation, 
failure, or discontinuance.

(2)  A manufacturer that violates this act is liable for all damages sustained by a new motor vehicle dealer 
as a result of the violation.

(3)  A manufacturer  or new motor vehicle dealer may bring an action for declaratory judgment for 
determination of any controversy arising under this act.

(4)  A manufacturer that violates this act shall be liable for all court costs and reasonable attorney fees 
incurred by a dealer in an action under this section.

History

Pub Acts 1981, No. 118, § 20, imd eff July 19, 1981; amended by Pub Acts 2010, No. 138, imd eff August 4, 2010 
(see 2010 note below).

Annotations

LexisNexis® Notes

Notes

Prior codification:

MSA § 19.856(40)

Editor’s notes:

 Pub Acts 2010, No. 138, enacting § 1,  imd eff August 4, 2010, provides:

“Enacting section 1. This amendatory act does not take effect unless all of the following bills of the 95th Legislature 
are enacted into law:

“(a) Senate Bill No. 1309 [Pub Acts 2010, No. 139].
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“(b) House Bill No. 6099 [Pub Acts 2010, No. 140].

“(c) House Bill No. 6100 [Pub Acts 2010, No. 141].”.

Amendment Notes

The 2010 amendment  revised subsection (1) from one which read: “If a manufacturer or distributor terminates, 
cancels, fails to renew, or discontinues a dealer agreement for other than good cause as defined in this act, the new 
motor vehicle dealer may bring an action against the manufacturer or distributor to recover actual damages 
reasonably incurred as a result of the termination, cancellation, failure or discontinuance.”; revised subsection (2) 
from one which read: “A manufacturer or distributor who violates this act is liable for all damages sustained by a 
new motor vehicle dealer as a result of the violation.”; revised subsection (3) from one which read: “A manufacturer 
or distributor or new motor vehicle dealer may bring an action for declaratory judgment for determination of any 
controversy arising pursuant to this act.”; and revised subsection (4) from one which read: “A manufacturer or 
distributor who violates this act shall be liable for all court costs and reasonable attorney’s fees incurred by the 
dealer.”.

Case Notes

Notwithstanding a Michigan choice-of-law provision in their dealer agreements, two terminated auto dealerships 
located outside Michigan could not maintain a suit against the manufacturer under the Michigan Dealer Act, which 
does not apply to dealerships not physically located in Michigan. Ford Motor Co. v. Ghreiwati Auto, 945 F. Supp. 2d 
851, 2013 U.S. Dist. LEXIS 68924 (E.D. Mich. 2013).

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.

Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 379 et seq.

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:11

28 Am Jur Proof of Facts 3d 267, Proof of Wrongful Termination of Motor Vehicle Dealership

FEDERAL ASPECTS:
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Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 

Michigan Compiled Laws Service
Copyright © 2022 Matthew Bender & Company, Inc.
a member of the LexisNexis Group. All rights reserved.
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§ 445.1581. Injunctive relief.

Sec. 21.

Upon proper application to the circuit court, a manufacturer or distributor or new motor vehicle dealer may 
obtain appropriate injunctive relief against termination, cancellation, nonrenewal, or discontinuance of a 
dealer agreement or any other violation of this act. The court may grant injunctive relief or a temporary 
restraining order without bond.

History

Pub Acts 1981, No. 118, § 21, imd eff July 19, 1981.

Annotations

Notes

Prior codification:

MSA § 19.856(41)

Research References & Practice Aids

ALR notes:

Validity and construction of statute regulating dealings between automobile manufacturers, distributors, and 
dealers, 7 ALR3d 1173.

Damages for wrongful termination of automobile dealership contracts, 54 ALR3d 324.

Fraud in connection with franchise or distributorship relationship, 64 ALR3d 6.

Liability of manufacturer under sec. 2 of the Automobile Dealers Day in Court Act (15 USCS sec. 1222) for 
terminating or failing to renew franchise agreement upon dealer’s violation of its terms, 50 ALR Fed 245.

Who is “automobile manufacturer” for purposes of the Automobile Dealers Day in Court Act (15 USCS secs. 1221 
et seq.), 51 ALR Fed 812.

Liability of manufacturer under Automobile Dealers Day in Court Act (15 USCS secs. 1221 et seq.) for failure to 
perform or comply with terms or provisions of franchise agreement, 54 ALR Fed 314.
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Research references:

62B Am Jur 2d, Private Franchise Agreements §§ 441 et seq.

3 Am Jur Legal Forms 2d, Automobiles and Highway Traffic §§ 33:7–33:10

FEDERAL ASPECTS:

Automobile Dealer Suits Against Manufacturers. 15 USCS §§ 1221–1225 

Disclosure of Automobile Information. 15 USCS §§ 1231–1233 
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