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"AN ACT Relating to the licensing and certification of real estate appraisers.'

I support the approach in the bill to certify real estate appraisers. It is a volun-
tary certification program, which is the lowest level of regulation that will meet the
anticipated need. It is also structured suitably, with the Department of Licensing re-
sponsible for actual certification and administration, assisted by an advisory board.

There are, however, several problems with the creation of the real estate ap-
praiser certification board. I have expressed my concern with the proliferation of
permanent statutory boards on numerous occasions. I believe that these boards create
confusion in the public's mind and reduce government's accountability to the people.
There are relatively few advisory functions that cannot be performed by temporary,
nonstatutory bodies appointed by agency directors.

I am also concerned with the ambiguity surrounding this board's ability to con-
duct administrative hearings. The Administrative Procedure Act already specifies a
hearings procedure in some detail. I think it advisable to use this procedure for hear-
ings on real estate appraiser certification issues as it is used for numerous other
matters.

Because I think advice from the public and industry representatives is indis-
pensable to state agencies with regulatory responsibilities, I am asking the Director of
the Department of Licensing to appoint an advisory body under existing statutory
authority.

This partial veto will leave a number of inaccurate references in the remaining
portions of the bill which should be corrected by the Legislature.

With the exception of sections 5 and 6, Engrossed House Bill No. 1917 is
approved."

CHAPTER 415
[House Bill No. 1645]

MOTOR VEHICLE MANUFACTURERS AND DEALERS-FRANCHISES-SALES,
TRANSFERS, AND CANCELLATIONS

AN ACT Relating to the relationship between motor vehicle dealers and manufacturers;
amending RCW 46.70.180 and 46.70.190; creating a new chapter in Title 46 RCW; and re-
pealing RCW 46.70.290 and 46.70.210.

Be it enacted by the Legislature of the State of Washington:

NEW SECTION. Sec. 1. The legislature finds and declares that the
distribution and sale of motor vehicles in this state vitally affect the general
economy of the state and the public interest and public welfare, that provi-
sion for warranty service to motor vehicles is of substantial concern to the
people of this state, that the maintenance of fair competition among dealers
and others is in the public interest, and that the maintenance of strong and
sound dealerships is essential to provide continuing and necessary reliable
services to the consuming public in this state and to provide stable employ-
ment to the citizens of this state. The legislature further finds that there is a
substantial disparity in bargaining power between automobile manufactur-
ers and their dealers, and that in order to promote the public interest and
the public welfare, and in the exercise of its police power, it is necessary to
regulate the relationship between motor vehicle dealers and motor vehicle
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manufacturers, importers, distributors, and their representatives doing busi-
ness in this state, not only for the protection of dealers but also for the
benefit for the public in assuring the continued availability and servicing of
automobiles sold to the public.

The legislature recognizes it is in the best interest for manufacturers
and dealers of motor vehicles to conduct business with each other in a fair,
efficient, and competitive manner. The legislature declares the public inter-
est is best served by dealers being assured of the ability to manage their
business enterprises under a contractual obligation with manufacturers
where dealers do not experience unreasonable interference and are assured
of the ability to transfer ownership of their business without undue con-
straints. It is the intent of the legislature to impose a regulatory scheme and
to regulate competition in the motor vehicle industry to the extent necessary
to balance fairness and efficiency. These actions will permit motor vehicle
dealers to better serve consumers and allow dealers to devote their best
competitive efforts and resources to the sale and services of the manufac-
turer's products to consumers.

NEW SECTION. Sec. 2. In addition to the definitions contained in
RCW 46.70.011, which are incorporated by reference into this chapter, the
definitions set forth in this section apply only for the purposes of this
chapter.

(1) A "new motor vehicle" is a vehicle that has not been titled by a
state and ownership of which may be transferred on a manufacturer's
statement of origin (MSO).

(2) "New motor vehicle dealer" means a motor vehicle dealer engaged
in the business of buying, selling, exchanging, or otherwise dealing in new
motor vehicles or new and used motor vehicles at an established place of
business, under a franchise, sales and service agreement, or contract with
the manufacturer of the new motor vehicles. However, the term "new motor
vehicle dealer" does not include a miscellaneous vehicle dealer as defined in
RCW 46.70.011(3)(c) or a motorcycle dealer as defined in chapter 46.94
RCW.

(3) "Franchise" means one or more agreements, whether oral or writ-
ten, between a manufacturer and a new motor vehicle dealer, under which
the new motor vehicle dealer is authorized to sell, service, and repair new
motor vehicles, parts, and accessories under a common name, trade name,
trademark, or service mark of the manufacturer.

"Franchise" includes an oral or written contract and includes a dealer
agreement, either expressed or implied, between a manufacturer and a new
motor vehicle dealer that purports to fix the legal rights and liabilities be-
tween the parties and under which (a) the dealer is granted the right to
purchase and resell motor vehicles manufactured, distributed, or imported
by the manufacturer; (b) the dealer's business is associated with the trade-
mark, trade name, commercial symbol, or advertisement designating the
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franchisor or the products distributed by the manufacturer; and (c) the
dealer's business relies on the manufacturer for a continued supply of motor
vehicles, parts, and accessories.

(4) "Good faith" means honesty in fact and fair dealing in the trade as
defined and interpreted in RCW 62A.2-103.

(5) "Designated successor" means:
(a) The spouse, biological or adopted child, grandchild, parent, broth-

er, or sister of the owner of a new motor vehicle dealership who, in the case
of the owner's death, is entitled to inherit the ownership interest in the new
motor vehicle dealership under the terms of the owner's will or similar doc-
ument, and if there is no such will or similar document, then under appli-
cable intestate laws;

(b) A qualified person experienced in the business of a new motor ve-
hicle dealer who has been nominated by the owner of a new motor vehicle
dealership as the successor in a written, notarized, and witnessed instrument
submitted to the manufacturer; or

(c) In the case of an incapacitated owner of a new motor vehicle deal-
ership, the person who has been appointed by a court as the legal represen-
tative of the incapacitated owner's property.

(6) "Owner" means a person holding an ownership interest in the
business entity operating as a new motor vehicle dealer and who is the des-
ignated dealer in the new motor vehicle franchise agreement.

(7) "Person" means every natural person, partnership, corporation, as-
sociation, trust, estate, or any other legal entity.

NEW SECTION. Sec. 3. Notwithstanding the terms of a franchise
and notwithstanding the terms of a waiver, no manufacturer may terminate,
cancel, or fail to renew a franchise with a new motor vehicle dealer, unless
the manufacturer has complied with the notice requirements of section 7 of
this act and an administrative law judge has determined, if requested in
writing by the new motor vehicle dealer within the applicable time period
specified in section 7(1), (2), or (3) of this act, after hearing, that there is
good cause for the termination, cancellation, or nonrenewal of the franchise
and that the manufacturer has acted in good faith, as defined in this chap-
ter, regarding the termination, cancellation, or nonrenewal.

NEW SECTION. Sec. 4. A new motor vehicle dealer who has received
written notification from the manufacturer of the manufacturer's intent to
terminate, cancel, or not renew the franchise may file a petition with the
department for a determination as to the existence of good cause and good
faith for the termination, cancellation, or nonrenewal of a franchise. The
petition shall contain a short statement setting forth the reasons for the
dealer's objection to the termination, cancellation, or nonrenewal of the
franchise. Upon the filing of the petition and the receipt of the filing fee, the
department shall promptly notify the manufacturer that a timely petition
has been filed and shall request the appointment of an administrative law
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judge under chapter 34.12 RCW to conduct a hearing. The franchise in
question shall continue in full force and effect pending the administrative
law judge's decision. If the decision of the administrative law judge termi-
nating, canceling, or failing to renew a dealer's franchise is appealed by a
dealer, the franchise in question shall continue in full force and effect until
the appeal to superior court is finally determined or until the expiration of
one hundred eighty days from the date of issuance of the administrative law
judge's written decision, whichever is less. Nothing in this section precludes
a manufacturer or dealer from petitioning the superior court for a stay or
other relief pending judicial review.

NEW SECTION. Sec. 5. (1) The administrative law judge shall con-
duct the hearing and render a final decision as expeditiously as possible, but
in any event not later than one hundred eighty days after a petition is filed.
If the termination, cancellation, or nonrenewal is under section 7(2) of this
act, the administrative law judge shall give the proceeding priority consid-
eration and shall render a final decision not later than sixty days after a
petition is filed.

(2) The administrative law judge shall conduct the hearing as an adju-
dicative proceeding in accordance with the procedures provided for in the
Administrative Procedure Act, chapter 34.05 RCW. The administrative law
judge shall render the final decision and shall enter a final order. Except as
otherwise provided in RCW 34.05.446 and 34.05.449, all hearing costs shall
be borne on an. equal basis by the parties to the hearing.

(3) A party to a hearing under this chapter may be represented by
counsel. A party to a hearing aggrieved by the final order of the adminis-
trative law judge concerning the termination, cancellation, or nonrenewal of
a franchise may seek judicial review of the order in the superior court in the
manner provided for in RCW 34.05.510 through 34.05.598. A petitioner for
judicial review need not exhaust all administrative appeals or administrative
review processes as a prerequisite for seeking judicial review under this
section.

NEW SECTION. Sec. 6. (1) Notwithstanding the terms of a franchise
or the terms of a waiver, and except as otherwise provided in section 7(2)
(a) through (d) of this act, good cause exists for termination, cancellation,
or nonrenewal when there is a failure by the new motor vehicle dealer to
comply with a provision of the franchise that is both reasonable and of ma-
terial significance to the franchise relationship, if the new motor vehicle
dealer was notified of the failure within one hundred eighty days after the
manufacturer first acquired knowledge of the failure and the new motor ve-
hicle dealer did not correct the failure after being requested to do so.

If, however, the failure of the new motor vehicle dealer relates to the
performance of the new motor vehicle dealer in sales, service, or level of
customer satisfaction, good cause is the failure ot the new motor vehicle
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dealer to comply with reasonable performance standards determined by the
manufacturer in accordance with uniformly applied criteria, and:

(a) The new motor vehicle dealer was advised, in writing, by the man-
ufacturer of the failure;

(b) The notice under this subsection stated that notice was provided of
a failure of performance under this section;

(c) The manufacturer provided the new motor vehicle dealer with spe-
cific, reasonable goals or reasonable performance standards with which the
dealer must comply, together with a suggested timetable or program for at-
taining those goals or standards, and the new motor vehicle dealer was given
a reasonable opportunity, for a period not less than one hundred eighty
days, to comply with the goals or standards; and

(d) The new motor vehicle dealer did not substantially comply with the
manufacturer's performance standards during that period and the failure to
demonstrate substantial compliance was not due to market or economic
factors within the new motor vehicle dealer's relevant market area that were
beyond the control of the dealer.

(2) The manufacturer has the burden of proof of establishing good
cause and good faith for the termination, cancellation, or nonrenewal of the
franchise under this section.

NEW SECTION. Sec. 7. Before the termination, cancellation, or non-
renewal of a franchise, the manufacturer shall give written notification to
both the department and the new motor vehicle dealer. The notice shall be
by certified mail or personally delivered to the new motor vehicle dealer and
shall state the intention to terminate, cancel, or not renew the franchise, the
reasons for the termination, cancellation, or nonrenewal, and the effective
date of the termination, cancellation, or nonrenewal. The notice shall be
given:

(1) Not less than ninety days before the effective date of the termina-
tion, cancellation, or nonrenewal;

(2) Not less than fifteen days before the effective date of the termina-
tion, cancellation, or nonrenewal with respect to any of the following that
constitute good cause for termination, cancellation, or nonrenewal:

(a) Insolvency of the new motor vehicle dealer or the filing of any pe-
tition by or against the new motor vehicle dealer under bankruptcy or re-
ceivership law;

(b) Failure of the new motor vehicle dealer to conduct sales and service
operations during customary business hours for seven consecutive business
days, except for acts of God or circumstances beyond the direct control of
the new motor vehicle dealer;

(c) Conviction of the new motor vehicle dealer, or principal operator of
the dealership, of a felony punishable by imprisonment; or
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(d) Suspension or revocation of a license that the new motor vehicle
dealer is required to have to operate the new motor vehicle dealership where
the suspension or revocation is for a period in excess of thirty days;

(3) Not less than one hundred eighty days before the effective date of
termination, cancellation, or nonrenewal, where the manufacturer intends to
discontinue sale and distribution of the new motor vehicle line.

NEW SECTION. Sec. 8. (1) Upon the termination, cancellation, or
nonrenewal of a franchise by the manufacturer under this chapter, the
manufacturer shall pay the new motor vehicle dealer, at a minimum:

(a) Dealer cost plus any charges by the manufacturer for distribution,
delivery, and taxes, less all allowances paid or credited to the dealer by the
manufacturer, of unused, undamaged, and unsold new motor vehicles in the
new motor vehicle dealer's inventory that were acquired from the manufac-
turer or another new motor vehicle dealer of the same line make within the
previous twelve months;

(b) Dealer cost for all unused, undamaged, and unsold supplies, parts,
and accessories in original packaging, except that in the case of sheet metal,
a comparable substitute for original packaging may be used, if the supply,
part, or accessory was acquired from the manufacturer or from another new
motor vehicle dealer ceasing operations as a part of the new motor vehicle
dealer's initial inventory as long as the supplies, parts, and accessories ap-
pear in the manufacturer's current parts catalog, list, or current offering;

(c) Dealer cost for all unused, undamaged, and unsold inventory,
whether vehicles, parts, or accessories, the purchase of which was required
by the manufacturer;

(d) The fair market value of each undamaged sign owned by the new
motor vehicle dealer that bears a common name, trade name, or trademark
of the manufacturer, if acquisition of the sign was recommended or required
by the manufacturer and the sign is in good and usable condition less rea-
sonable wear and tear, and has not been depreciated by the dealer more
than fifty percen. of the value of the sign;

(e) The fair market value of all equipment, furnishings, and special
tools owned or leased by the new motor vehicle dealer that were acquired
from the manufacturer or sources approved by the manufacturer and that
were recommended or required by the manufacturer and are in good and
usable condition, less reasonable wear and tear. However, if the equipment,
furnishings, or tools are leased by the new motor vehicle dealer, the manu-
facturer shall pay the new motor vehicle dealer such amounts that are re-
quired by the lessor to terminate the lease under the terms of the lease
agreement; and

(f) The cost of transporting, handling, packing, and loading of new
motor vehicles, supplies, parts, accessories, signs, special tools, equipment,
and furnishings.
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To the extent the franchise agreement provides for payment or reim-
bursement to the new motor vehicle dealer in excess of that specified in this
section, the provisions of the franchise agreement shall control.

(2) The manufacturer shall pay the new motor vehicle dealer the sums
specified in subsection (!) of this section within ninety days after the tender
of the property, if the new motor vehicle dealer has clear title to the prop-
erty and is in a position to convey that title to the manufacturer.

NEW SECTION. Sec. 9. (1) In the event of a termination, cancella-
tion, or nonrenewal under this chapter, except for termination, cancellation,
or nonrenewal under section 7(2) of this act, the manufacturer shall, at the
request and option of the new motor vehicle dealer, also pay to the new
motor vehicle dealer:

(a) A sum equivalent to rent for the unexpired term of the lease or one
year, whichever is less, or such longer term as provided in the franchise, if
the new motor vehicle dealer is leasing the new motor vehicle dealership fa-
cilities from a lessor other than the manufacturer; or

(b) A sum equivalent to the reasonable rental value of the new motor
vehicle dealership facilities for one year or until the facilities are leased or
sold, whichever is less, if the new motor vehicle dealer owns the new motor
vehicle dealership facilities.

(2) The rental payment required under subsection (1) of this section is
only required to the extent that the facilities were used for activities under
the franchise and only to the extent the facilities were not leased for unre-
lated purposes. If payment under subsection (1) of this section is made, the
manufacturer is entitled to possession and use of the new motor vehicle
dealership facilities for the period rent is paid.

NEW SECTION. Sec. 10. Sections 3 through 9 of this act do not re-
lieve a new motor vehicle dealer from the obligation to mitigate the dealer's
damages upon termination, cancellation, or nonrenewal of the franchise.

NEW SECTION. Sec. 11. (1) Notwithstanding the terms of a fran-
chise, an owner may appoint a designated successor to succeed to the own-
ership of the new motor vehicle dealer franchise upon the owner's death or
incapacity.

(2) Notwithstanding the terms of a franchise, a designated successor of
a deceased or incapacitated owner of a new motor vehicle dealer franchise
may succeed to the ownership interest of the owner under the existing fran-
chise, if:

(a) In the case of a designated successor who meets the definition of a
designated successor under section 2(5)(a) of this act, but who is not expe-
rienced in the business of a new motor vehicle dealer, the person will em-
ploy an individual who is qualified and experienced in the business of a new
motor vehicle dealer to help manage the day-to-day operations of the mo-
tor vehicle dealership; or in the case of a designated successor who meets
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the definition of a designated successor under section 2(5)(b) or 2(5)(c) of
this act, the person is qualified and experienced in the business of a new
motor vehicle dealer and meets the normal, reasonable, and uniformly ap-
plied standards for grant of an application as a new motor vehicle dealer by
the manufacturer; and

(b) The designated successor furnishes written notice to the manufac-
turer of his or her intention to succeed to the owne.rship of the new motor
vehicle dealership within sixty days after the owner's death or incapacity;
and

(c) The designated successor agrees to be bound by all terms and con-
ditions of the franchise.

(3) The manufacturer may request, and the designated successor shall
promptly provide, such personal and financial information as is reasonably
necessary to determine whether the succession should be honored.

(4) A manufacturer may refuse to honor the succession to the owner-
ship of a new motor vehicle dealer franchise by a designated successor if the
manufacturer establishes that good cause exists for its refusal to honor the
succession. If the designated successor of a deceased or incapacitated owner
of a new motor vehicle dealer franchise fails to meet the requirements set
forth in subsections (2) (a), (b), and (c) of this section, good cause for re-
fusing to honor the succession is presumed to exist. If a manufacturer be-
lieves that good cause exists for refusing to honor the succession to the
ownership of a new motor vehicle dealer franchise by a designated succes-
sor, the manufacturer shall serve written notice on the designated successor
and on the department of its refusal to honor the succession no earlier than
sixty days from the date the notice is served. The notice must be served not
later than sixty days after the manufacturer's receipt of:

(a) Notice of the designated successor's intent to succeed to the own-
ership interest of the new motor vehicle dealer's franchise; or

(b) Any personal or financial information requested by the
manufacturer.

(5) The notice in subsection (4) of this section shall state the specific
grounds for the refusal to honor the succession. If the notice of refusal is not
timely and properly served, the designated successor may continue the
franchise in full force and effect, subject to termination only as otherwise
provided under this chapter.

(6) Within twenty days after receipt of the notice or within twenty
days after the end of any appeal procedure provided by the manufacturer,
whichever is greater, the designated successor may file a petition with the
department protesting the refusal to honor the succession. The petition shall
contain a short statement setting forth the reasons for the designated suc-
cessor's protest. Upon the filing of a pfotest and the receipt of the filing fee,
the department shall promptly notify the manufacturer that a timely protest
has been filed and shall request the appointment of an administrative law
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judge under chapter 34.12 RCW to conduct a hearing. The manufacturer
shall not terminate or otherwise discontinue the existing franchise until the
administrative law judge has held a hearing and has determined that there
is good cause for refusing to honor the succession. If an appeal is taken, the
manufacturer shall not terminate or discontinue the franchise until the ap-
peal to superior court is finally determined or until the expiration of one
hundred eighty days from the date of issuance of the administrative law
judge's written decision, whichever is less. Nothing in this section precludes
a manufacturer or dealer from petitioning the superior court for a stay or
other relief pending judicial review.

(7) The manufacturer has the burden of proof to show that gooe. cause
exists for the refusal to honor the succession.

(8) The administrative law judge shall conduct the hearing and render
a final decision as expeditiously as possible, but in any event not later than
one hundred eighty days after a protest is filed.

(9) The administrative law judge shall conduct any hearing concerning
the refusal to the succession as provided in section 5(2) of this act and all
hearing costs shall be borne as provided in that subsection. A party to such
a hearing aggrieved by the final order of the administrative law judge may
appeal as provided and allowed in section 5(3) of this act.

(10) This section does not preclude the owner of a new motor vehicle
dealer franchise from designating any person as his or her successor by a
written, notarized, and witnessed instrument filed with the manufacturer. In
the event of a conflict between such a written instrument that has not been
revoked by written notice from the owner to the manufacturer and this sec-
tion, the written instrument governs.

*NEW SECTION. Sec. 12. (1) For the purposes of this section, and

throughout this chapter, the term "relevant market area" is defined as
follows:

(a) If the population in the county in which the proposed new or relo-
cated dealership is to be located is four hundred thousand or more, the rele-
vant market area is the geographic area within a radius of ten miles around
the proposed site;

(b) If the population in the county in which the proposed new or relo-
cated dealership is to be located is less than four hundred thousand, the rele-
vant market area is the geographic area within a radius of fifteen miles
around the proposed site.
In determining population for this definition, the most recent census by the
United States Bureau of Census or the most recent population update, either
from the National Planning Data Corporation or other similar recognized
source, shall be accumulated for all census tracts either wholly or partially
within the relevant market area.

(2) Notwithstanding the terms of a franchise and notwithstanding the
terms of a waiver, if a manufacturer intends or proposes to enter into a
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franchise to establish an additional new motor vehicle dealer or to relocate
an existing new motor vehicle dealer within or into a relevant market area in
which the same line make of motor vehicle is then represented, the manufac-
turer shall provide at least sixty days advance written notice to the depart-
ment and to each new motor vehicle dealer of the same line make in the
relevant market area, of the manufacturer's intention to establish an addi-
tional new motor vehicle dealer or to relocate an existing new motor vehicle
dealer within or into the relevant market area. The notice shall be sent by
certified mail to each such party and shall include the following information:

(a) The specific location at which the additional or relocated motor ve-
hicle dealer will be established,

(b) The date on or after which the additional or relocated motor vehicle
dealer intends to commence business at the proposed location;

(c) The identity of all motor vehicle dealers who are franchised to sell
the same line make vehicles as the proposed dealer and who have licensed lo-
cations within the relevant market area;

(d) The names and addresses, if available, of the owners of and principal
investors in the proposed additional or relocated motor vehicle dealership;
and

(e) The specific grounds or reasons for the proposed establishment of an
additional motor vehicle dealer or relocation of an existing dealer.
*Sec. 12 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 13. (1) Within thirty days after receipt of the

notice under section 12 of this act, or within thirty days after the end of an
appeal procedure provided by the manufacturer, whichever is greater, a new
motor vehicle dealer so notified or entitled to notice may file a petition with
the department protesting the proposed establishment or relocation. The pe-
tition shall contain a short statement setting forth the reasons for the
dealer's objection to the proposed establishment or relocation. Upon the filing
of a protest and the receipt of the filing fee, the department shall promptly
notify the manufacturer that a timely protest has been filed and shall request
the appointment of an administrative law judge under chapter 34.12 RCW to
conduct a hearing. The manufacturer shall not establish or relocate the new
motor vehicle dealer until the administrative law judge has held a hearing and
has determined that there is good cause for permitting the proposed estab-
lishment or relocation. When more than one protest is filed against the es-
tablishment or relocation of the same dealer, the administrative law judge
shall consolidate the hearings to expedite disposition of the matter.

(2) If a manufacturer provides in the franchise agreement or by written
statement distributed and provided to its dealers for arbitration under the
Washington Arbitration Act, chapter 7.04 RCW, as a mechanism for resolv-
ing disputes relating to the establishment of an additional new motor vehicle
dealer or the relocation of a new motor vehicle dealer, then the provisions of
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this section and section 15 of this act relating to hearings by an administra-
tive law judge do not apply, and a dispute regarding the establishment of an
additional new motor vehicle dealer or the relocation of an existing new mo-
tor vehicle dealer shall be determined in an arbitration proceeding conducted
in accordance with the Washington Arbitration Act chapter 7.04 RCW. The
thirty-day period for filing a protest under this section still applies except
that the protesting dealer shall file his protest with the manufacturer within
thirty days after receipt of the notice under section 12 of this act.

(3) The dispute shall be referred for arbitration to such arbitrator as
may be agreed upon by the parties to the dispute. If the parties cannot agree
upon a single arbitrator within thirty days from the date the protest is filed
the protesting dealer will select an arbitrator, the manufacturer will select an
arbitrator, and the two arbitrators will then select a third. If a third arbitra-
tor is not agreed upon within thirty days, any party may apply to the supeti-
or cour4 and the judge of the superior court having jurisdiction will appoint
the third arbitrator. The protesting dealer will pay the arbitrator selected by
him, and the manufacturer will pay the arbitrator it selected. The expense of
the third arbitrator and all other expenses of arbitration will be shared
equally by the parties. Attorneys' fees and fees paid to expert witnesses are
not expenses of arbitration and will be paid by the person incurring them.

(4) Notwithstanding the terms of a franchise or written statement of the
manufacturer and notwithstanding the terms of a waiver, the arbitration will
take place in the state of Washington in the county where the protesting
dealer has his principal place of business. Section 14 of this act applies to a
determination made by the arbitrator or arbitrators in determining whether
good cause exists for permitting the proposed establishment or relocation of
a new motor vehicle dealer, and the manufacturer has the burden of proof to
establish that good cause exists for permitting the proposed establishment or
relocation. After a hearing has been held, the arbitrator or arbitrators shall
render a decision as expeditiously as possible, but in any event not later than
one hundred twenty days from the date the arbitrator or arbitrators are se-
lected or appointed. The manufacturer shall not establish or relocate the new
motor vehicle dealer until the arbitration hearing has been held and the arbi-
trator or arbitrators have determined that there is good cause for permitting
the proposed establishment or relocation. The written decision of the arbi-
trator is binding upon the parties unless modified, corrected, or vacated under
the Washington Arbitration Act. Any party may appeal the decision of the
arbitrator under the Washington Arbitration Act, chapter 7.04 RCW.

(5) If the franchise agreement or the manufacturer's written statement
distributed and provided to its dealers does not provide for arbitration under
the Washington Arbitration Act as a mechanism for resolving disputes relat-
ing to the establishment of an additional new motor vehicle dealer or the re-
location of a new mrvor vehicle dealer, then the hearing provisions of this
section and section 15 of this act apply. Nothing in this section is intended to
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preclude a new motor vehicle dealer from electing to use any other dispute
resolution mechanism offered by a manufacturer.
*Sec. 13 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 14. In determining whether good cause exists

for permitting the proposed establishment or relocation of a new motor vehi-
cle dealer of the same line make, the administrative law judge shall take into
consideration the existing circumstances, including, but not limited to:

(1) The extent, nature, and permanency of the investment of both the
existing motor vehicle dealers of the same line make in the relevant market
area and the proposed additional or relocating new motor vehicle dealer, in-
cluding obligations reasonably incurred by the existing dealers to perform
their obligations under their respective franchises;

(2) The growth or decline in population and new motor vehicle registra-
tions during the past five years in the relevant market area;

(3) The effect on the consuming public in the relevant market area;
(4) The effect on the existing new motor vehicle dealers in the relevant

market area, including any adverse financial impact;
(5) The reasonably expected or anticipated vehicle market for the rele-

vant market area, including demographic factors such as age of population,
income, education, size class preference, product popularity, retail lease
transactions, or other factors affecting sales to consumers in the relevant
market area;

(6) Whether it is injurious or beneficial to the public welfare for an ad-
ditional new motor vehicle dealer to be established;,

(7) Whether the new motor vehicle dealers of the same line make in the
relevant market area are providing adequate competition and convenient cus-
tomer care for the motor vehicles of the same line make in the relevant mar-
ket area, including the adequacy of motor vehicle sales and service facilities,
equipment, supply of vehicle parts, and qualified service personnel,

(8) Whether the establishment of an additional new motor vehicle dealer
would increase competition and be in the public interest;

(9) Whether the manufacturer is motivated principally by good faith to
establish an additional or new motor vehicle dealer and not by noneconomic
considerations;

(10) Whether the manufacturer has denied its existing new motor vehicle
dealers of the same line make the opportunity for reasonable growth, market
expansion, establishment of a subagency, or relocation;

(11) Whether the protesting dealer or dealers are in substantial compli-
ance with their dealer agreements or franchises; and

(12) Whether the manufacturer has complied with the requirements of
sections 12 and 13 of this act.

In considering the factors set forth in this section, the administrative
law judge shall give the factors equal weight, and in making a determination
as to whether good cause exists for permitting the proposed establishment or
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relocation of a new motor vehicle dealer of the same line make, the adminis-
trative law judge must find that at least nine of the factors set forth in this
section weigh in favor of the manufacturer and in favor of the proposed es-
tablishment or relocation of a new motor vehicle dealer.
*Sec. 14 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 15. (1) The manufacturer has the burden of

proof to establish that good cause exists for permitting the proposed estab-
lishment or relocation.

(2) The administrative law judge shall conduct any hearing as provided
in section 5(2) of this act, and all hearing costs shall be borne as provided in
that subsection. The administrative law judge shall render the final decision
as expeditiously as possible, but in any event not later than one hundred
twenty days after a protest is filed. If more than one protest is filed, the one
hundred twenty days commences to run from the date the last protest is filed.
A party to such a hearing aggrieved by the final order of the administrative
law judge may appeal as provided and allowed in section 5(3) of this act.
*Sec. 15 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 16 Sections 12 through 15 of this act do not

apply:
(1) To the sale or transfer of the ownership or assets of an existing new

motor vehicle dealer where the transferee proposes to engage in business
representing the same line make at the same location or within two miles of
that location;

(2) To the relocation of an existing new motor vehicle dealer within the
dealer's relevant market area, if the relocation is not at a site within ten
miles of any new motor vehicle dealer of the same line make;

(3) If the proposed new motor vehicle dealer is to be established at or
within two miles of a location at which a former new motor vehicle dealer of
the same line make had ceased operating within the previous twenty-four
months;

(4) Where the proposed relocation is two miles or less from the existing
location of the relocating new motor vehicle dealer, or

(5) Where the proposed relocation is to be further away from all other
existing new motor vehicle dealers of the same line make in the relevant
market area.
*Sec. 16 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 17. A manufacturer shall not coerce, threaten,

intimidate, or require a new motor vehicle dealer, as a condition to granting
or renewing a franchise, to waive, limit, or disclaim a right that the dealer
may have to protest the establishment or relocation of another motor vehicle
dealer in the relevant market area as provided in section 13 of this act.
*Sec. 17 was vetoed, see message at end of chapter.
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NEW SECTION. Sec. 18. (1) Notwithstanding the terms of a fran-
chise, a manufacturer shall not unreasonably withhold consent to the sale,
transfer, or exchange of a franchise to a qualified buyer who meets the nor-
mal, reasonable, and uniformly applied standards established by the manu-
facturer for the appointment of a new dealer or is capable of being licensed
as a new motor vehicle dealer in the state of Washington. A decision or de-
termination made by the administrative law judge as to whether a qualified
buyer is capable of being licensed as a new motor vehicle dealer in the state
of Washington is not conclusive or determinative of any ultimate determi-
nation made by the department of licensing as to the buyer's qualification
for a motor vehicle dealer license. A manufacturer's failure to respond in
writing to a request for consent under this subsection within sixty days after
receipt of a written request on the forms, if any, generally used by the
manufacturer containing the information and reasonable promises required
by a manufacturer is deemed to be consent to the request. A manufacturer
may request, and, if so requested, the applicant for a franchise (a) shall
promptly provide such personal and financial information as is reasonably
necessary to determine whether the sale, transfer, or exchange should be
approved, and (b) shall agree to be bound by all reasonable terms and con-
ditions of the franchise.

(2) If a manufacturer refuses to approve the sale, transfer, or exchange
of a franchise, the manufacturer shall serve written notice on the applicant,
the transferring, selling, or exchanging new motor vehicle dealer, and the
department of its refusal to approve the transfer of the franchise no later
than sixty days after the date the manufacturer receives the written request
from the new motor vehicle dealer. If the manufacturer has requested per-
sonal or financial information from the applicant under subsection (1) of
this section, the notice shall be served not later than sixty days after the re-
ceipt of all of such documents. Service of all notices under this section shall
be made by personal service or by certified mail, return receipt requested.

(3) The notice in subsection (2) of this section shall state the specific
grounds for the refusal to approve the sale, transfer, or exchange of the
franchise.

(4) Within twenty days after receipt of the notice of refusal to approve
the sale, transfer, or exchange of the franchise by the transferring new mo-
tor vehicle dealer, the new motor vehicle dealer may file a petition with the
department to protest the refusal to approve the sale, transfer, or exchange.
The petition shall contain a short statement setting forth the reasons for the
dealer's protest. Upon the filing of a protest and the receipt of the filing fee,
the department shall promptly notify the manufacturer that a timely protest
has been filed, and the department shall arrange for a hearing with an ad-
ministrative law judge as the presiding officer to determine if the manufac-
turer unreasonably withheld consent to the sale, transfer, or exchange of the
franchise.
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(5) In determining whether the manufacturer unreasonably withheld
its approval to the sale, transfer, or exchange, the manufacturer has the
burden of proof that it acted reasonably. A manufacturer's refusal to accept
or approve a proposed buyer who otherwise meets the normal, reasonable,
and uniformly applied standards established by the manufacturer for the
appointment of a new dealer, or who otherwise is capable of being licensed
as a new motor vehicle dealer in the state of Washington, is presumed to be
unreasonable.

(6) The administrative law judge shall conduct a hearing and render a
final decision as expeditiously as possible, but in any event not later than
one hundred twenty days after a protest is filed. Only the selling, transfer-
ring, or exchanging new motor vehicle dealer and the manufacturer may be
parties to the hearing.

(7) The administrative law judge shall conduct any hearing as provided
in section 5(2) of this act, and all hearing costs shall be borne as provided in
that subsection. Only the manufacturer and the selling, transferring, or ex-
changing new motor vehicle dealer may appeal the final order of the ad-
ministrative law judge as provided in section 5(3) of this act.

(8) This section and sections 3 through 17 of this act apply to all fran-
chises and contracts existing on the effective date of this act between man-
ufacturers and new motor vehicle dealers as well as to all future franchises
and contracts between manufacturers and new motor vehicle dealers.

NEW SECTION. Sec. 19. The department shall determine and estab-
lish the amount of the filing fee required in sections 4, 1I, 13, and 18 of this
act. The fees shall be set in accordance with RCW 43.24.086.

The department may also require the petitioning or protesting party to
give security, in such sum as the department deems proper but not in any
event to exceed one thousand dollars, for the payment of such costs as may
be incurred in conducting the hearing as required under this chapter. The
security may be given in the form of a bond or stipulation or other under-
taking with one or more sureties.

At the conclusion of the hearing, the department shall assess, in equal
shares, each of the parties to the hearing for the cost of conducting the
hearing. Upon receipt of payment of the costs, the department shall refund
and return to the petitioning party such excess funds, if any, initially posted
by the party as security for the hearing costs. If the petitioning party pro-
vided security in the form of a bond or other undertaking with one or more
sureties, the bond or other undertaking shall then be exonerated and the
surety or sureties under it discharged.

Sec. 20. Section 16, chapter 74, Laws of 1967 ex. sess. as last amended
by section 18, chapter 241, Laws of 1986 and RCW 46.70.180 are each
amended to read as follows:

Each of the following acts or practices is unlawful:
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(I) To cause or permit to be advertised, printed, displayed, published,
distributed, broadcasted, televised, or disseminated in any manner whatso-
ever, any sttement or representation with regard to the sale or financing of
a vehicle which is false, deceptive, or misleading, including but not limited
to the following:

(a) That no down payment is required in connection with the sale of a
vehicle when a down payment is in fact required, or that a vehicle may be
purchased for a smaller down payment than is actually required;

(b) That a certain percentage of the sale price of a vehicle may be fi-
nanced when such financing is not offered in a single document evidencing
the entire security transaction;

(c) That a certain percentage is the amount of the service charge to be
charged for financing, without stating whether this percentage charge is a
monthly amount or an amount to be charged per year;

(d) That a new vehicle will be sold for a certain amount above or be-
low cost without computing cost as the exact amount of the factory invoice
on the specific vehicle to be sold;

(e) That a vehicle will be sold upon a monthly payment of a certain
amount, without including in the statement the number of payments of that
same amount which are required to liquidate the unpaid purchase price.

(2) To incorporate within the terms of any purchase and sale agree-
ment any statement or representation with regard to the sale or financing of
a vehicle which is false, deceptive, or misleading, including but not limited
to terms that include as an added cost to the selling price of a vehicle an
amount for licensing or transfer of title of that vehicle which is not actually
due to the state, unless such amount has in fact been paid by the dealer
prior to such sale.

(3) To set up, promote, or aid in the promotion of a plan by which ve-
hicles are to be sold to a person for a consideration and upon further con-
sideration that the purchaser agrees to secure one or more persons to
participate in the plan by respectively making a similar purchase and in
turn agreeing to secure one or more persons likewise to join in said plan,
each purchaser being given the right to secure money, credits, goods, or
something of value, depending upon the number of persons joining the plan.

(4) To commit, allow, or ratify any act of "bushing" which is defined
as follows: Taking from a prospective buyer of a vehicle a written order or
offer to purchase, or a contract document signed by the buyer, which:

(a) Is subject to the dealer's, or his authorized representative's future
acceptance, and the dealer fails or refuses within forty-eight hours, exclu-
sive of Saturday, Sunday, or legal holiday, and prior to any further negoti-
ations with said buyer, to deliver to the buyer either the dealer's signed
acceptance or all copies of the order, offer, or contract document together
with any initial payment or security made or given by the buyer, including
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but not limited to money, check, promissory note, vehicle keys, a trade-in,
or certificate of title to a trade-in; or

(b) Permits the dealer to renegotiate a dollar amount specified as
trade-in allowance on a vehicle delivered or to be delivered by the buyer as
part of the purchase price, for any reason except substantial physical dam-
age or latent mechanical defect occurring before the dealer took possession
of the vehicle and which could not have been reasonably discoverable at the
time of the taking of the order, offer, or contract; or

(c) Fails to comply with the obligation of any written warranty or
guarantee given by the dealer requiring the furnishing of services or repairs
within a reasonable time.

(5) To commit any offense relating to odometers, as such offenses are
defined in RCW 46.37.540, 46.37.550, 46.37.560, and 46.37.570. A viola-
tion of this subsection is a class C felony punishable under chapter 9A.20
RCW.

(6) For any vehicle dealer or vehicle salesman to refuse to furnish,
upon request of a prospective purchaser, the name and address of the previ-
ous registered owner of any used vehicle offered for sale.

(7) To commit any other offense under RCW 46.37.423, 46.37.424, or
46.37.425.

(8) To commit any offense relating to a dealer's temporary license
permit, including but not limited to failure to properly complete each such
permit, or the issuance of more than one such permit on any one vehicle.

(9) For a dealer, salesman, or mobile home manufacturer, having
taken an instrument or cash "on deposit' from a purchaser prior to the de-
livery of the bargained-for vehicle, to commingle said 'on deposit' funds
with assets of the dealer, salesman, or mobile home manufacturer instead of
holding said "on deposit' funds as trustee in a separate trust account until
the purchaser has taken delivery of the bargained-for vehicle. Failure, im-
mediately upon receipt, to endorse 'on deposit" instruments to such a trust
account, or to set aside 'on deposit" cash for deposit in such trust account,
and failure to deposit such instruments or cash in such trust account by the
close of banking hours on the day following receipt thereof, shall be evi-
dence of intent to commit this unlawful practice: PROVIDED, HOWEV-
ER, That a motor vehicle dealer may keep a separate trust account which
equals his customary total customer deposits for vehicles for future delivery.

(10) For a dealer or manufacturer to fail to comply with the obliga-
tions of any written warranty or guarantee given by the dealer or manufac-
turer requiring the furnishing of goods and services or repairs within a
reasonable period of time, or to fail to furnish to a purchaser, all parts
which attach to the manufactured unit including but not limited to the un-
dercarriage, and all items specified in the terms of a sales agreement signed
by the seller and buyer.

1 2244 1

Ch. 415



WASHINGTON LAWS, 1989

(11) Being a manufacturer, other than a motorcycle manufacturer
governed by chapter 46.94 RCW, to:

(a) Coerce or attempt to coerce any vehicle dealer to order or accept
delivery of any vehicle or vehicles, parts or accessories, or any other com-
modities which have not been voluntarily ordered by the vehicle dealer:
PROVIDED, That recommendation, endorsement, exposition, pL.,uasion,
urging, or argument are not deemed to constitute coercion;

(b) Cancel or fail to renew the franchise or selling agreement of any
vehicle dealer doing business in this state without fairly compensating the
dealer at a fair going business value for his capital investment which shall
include but not be limited to tools, equipment, and parts inventory possessed
by the dealer on the day he is notified of such cancellation or termination
and which are still within the dealer's possession on the day the cancellation
or termination is effective, if: (i) The capital investment has been entered
into with reasonable and prudent business judgment for the purpose of ful-
filling the franchise; and (ii) said cancellation or nonrenewal was not done
in good faith. Good faith is defined as the duty of each party to any fran-
chise to act in a fair and equitable manner towards each other, so as to
guarantee one party freedom from coercion, intimidation, or threats of co-
ercion or intimidation from the other party: PROVIDED, That recommen-
dation, endorsement, exposition, persuasion, urging, or argument are not
deemed to constitute a lack of good faith.

(c) Encourage, aid, abet, or teach a vehicle dealer to sell vehicles
through any false, deceptive, or misleading sales or financing practices in-
cluding but not limited to those practices declared unlawful in this section;

(d) Coerce or'attempt to coerce a vehicle dealer to engage in any
practice forbidden in this section by either threats of actual cancellation or
failure to renew the dealer's franchise agreement;

(e) Refuse to deliver any vehicle publicly advertised for immtdiate de-
livery to any duly licensed vehicle dealer having a franchise or contractual
agreement for the retail sale of new and unused vehicles sold or distributed
by such manufacturer within sixty days after such dealer's order has been
received in writing unless caused by inability to deliver because of shortage
or curtailment of material, labor, transportation, or utility services, or by
any labor or production difficulty, or by any cause beyond the reasonable
control of the manufacturer;

(f) To provide under the terms of any warranty that a purchaser of any
new or unused vehicle that has been sold, distributed for sale, or transferred
into this state for resale by the vehicle manufacturer may only make any
warranty claim on any item included as an integral part of the vehicle
against the manufacturer of that item.

Nothing in this section may be construed to impair the obligations of a
contract or to prevent a manufacturer, distributor, representative, or any
other person, whether or not licensed under this chapter, from requiring
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performance of a written contract entered into with any licensee hereunder,
nor does the requirement of such performance constitute a violation of any
of the provisions of this section if any such contract or the terms thereof
requiring performance, have been freely entered into and executed between
the contracting parties. This paragraph and subsection (lI )(b) of this sec-
tion do not apply to new motor vehicle manufacturers governed by chapter
46.- RCW (sections 1 through 19 of this act).

Sec. 21. Section 21, chapter 74, Laws of 1967 cx. sess. as last amended
by section 19, chapter 241, Laws of 1986 and RCW 46.70.190 are each
amended to read as follows:

Any person who is injured in his business or property by a violation of
this chapter, or any person so injured because he refuses to accede to a
proposal for an arrangement which, if consummated, would be in violation
of this chapter, may bring a civil action in the superior court to enjoin fur-
ther violations, to recover the actual damages sustained by him together
with the costs of the suit, including a reasonable attorney's fee.

((Ay pnio ieoveingjuudgment o,- whose clali haubedsise

wli pjuJl ,c against a liiaaluffict, ui ,ua-t to RCW 4u.70.l80(iHlf(t,)
and t.is secionhal upu fUll payme. of said judgment, Or "Pon tle dia.

rnissal of such Jan, exeute a waive, in, ffavi of thu judigmet Jbtut i
dUeidaii of ialy Cl iiaiii p to t u, oeda u datef sid juidgmenut oL
....... a ~de. the. F.d... ............ Dealej . . ... . ..... Act, 15 U ie

States .. Sect..i 1221-1225. Any pe h .aving recovered fall payn..t
io, anyi jlugmentll o, whosel climll hasi beeii dllimissed with Prejudiced, l

Said F.... Autombile. Dealer F 4 1 ,his Ad S..l............. of action

spect to matt¢ a t to the ate of said juugiizuii.)) If a new motor
vehicle dealer recovers a judgment or has a claim dismissed with prejudice
against a manufacturer under section 4 or 5(3) of this act or this section,
the new motor vehicle dealer is precluded from pursuing that same claim or
recovering judgment for that same claim against the same manufacturer
under the federal Automobile Dealer Franchise Act, 15 U.S.C. Sections
1221 through 1225, but only to the extent that the damages recovered by or
denied to the new motor vehicle dealer are the same as the damages being
sought under the federal Automobile Dealer Franchise Act. Likewise, if a
new motor vehicle dealer recovers a judgment or has a claim dismissed with
prejudice against a manufacturer under the federal Automobile Dealer
Franchise Act, the dealer is precluded from pursuing that same claim or
recovering judgment for that same claim against the same manufacturer
under this chapter, but only to the extent that the damages recovered by or
denied to the dealer are the same as the damages being sought under this
chapter.
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A civil action brought in the superior court pursuant to the provisions
of this section must be filed no later than one year following the alleged vi-
olation of this chapter.

NEW SECTION. Sec. 22. If any provision of this act or its application
to any person or circumstance is held invalid, the remainder of the act or
the application of the provision to other persons or circumstances is not
affected.

NEW SECTION. Sec. 23. The following acts or parts of acts are each
repealed:

(1) Section 17, chapter 74, Laws of 1967 ex. sess., section 20, chapter
241, Laws of 1986 and RCW 46.70.200; and

(2) Section 18, chapter 74, Laws of 1967 ex. sess., section 21, chapter
241, Laws of 1986 and RCW 46.70.210.

NEW SECTION. Sec. 24. Sections 1 through 19 of this act shall con-
stitute a new chapter in Title 46 RCW.

Passed the House April 20, 1989.
Passed the Senate April 6, 1989.
Approved by the Governor May 13, 1989, with the exception of certain

items which were vetoed.
Filed in Office of Secretary of State May 13, 1989.

Note: Governor's explanation of partial veto is as follows:
'I am returning herewith, without my approval as to sections 12, 13, 14, 15, 16,

and 17, Engrossed House Bill No. 1645 entitled:

'AN ACT Relating to the relationship between motor vehicle dealers and
manufacturers.'

Engrossed House Bill No. 1645 creates a separate regulatory process to monitor
the relationship between motor vehicle dealers and manufacturers. The bill provides
procedures for filing with the Department of Licensing any dispute between a dealer
and manufacturer regarding location, relocation, cancellation, or non-renewal of a
franchise.

This bill addresses many of the inequities in the contractual relationships state
motor vehicle dealers have had with manufacturers. The sections being enacted pro-
vide a new balance between dealers and manufacturers which should promote
healthier franchises, clarify agreements, and encourage action in good faith by both
parties, with benefits to the public interest of consumers.

However, sections 12 through 17 allow creation of geographic "relevant market
areas.' This would permit a dealer of new vehicles to intervene against a manufac-
turer's actions for location or relocation of a new franchise of the 'same line make of
motor vehicle" within a ten-mile radius in urban areas or within a fifteen-mile radius
in areas where the population of the county is less than four hundred thousand. This
language interferes with the competitive nature of the market. It provides a signifi-
cant procedural and economic limitation to entry in the market as well as promoting
higher prices. The burden of proof to establish "good cause' for the new or relocated
dealership is on the manufacturer and there is no consumer representative in the
process.

A 1986 study conducted by the Federal Trade Commission, entitled "The Effect
of State Entry Regulation on Retail Automobile Markets,' estimates that the impact
of similar market area restrictions can be as much as a seven percent increase in the
average price of new cars in areas experiencing urban population growth.
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Government must be careful not to interfere with the market flow of commercial
transactions and to ensure that any necessary interference not compromise the public
interest. In past veto messages, I have indicated my concerns about establishing mar-
ket areas for new motorcycle franchise dealers (1985 - Substitute Senate Bill No.
3333) and motor vehicle fuel dealers (1986 - Engrossed Senate Bill No. 4620). Both
measures had the effect of sigrificantly inhibiting competition, which would adversely
affect the consuming public. I remain convinced that the public does not benefit from
this type of market interference.

With the exception of sections 12, 13, 14, 15, 16, and 17, Engrossed House Bill
No. 1645 is approved."

CHAPTER 416
[Substitute House Bill No. 1547]

MEDICAL SUPPORT-ORDERS AND ENFORCEMENT

AN ACT Relating to medical support enforcement; amending RCW 26.09.105, 26.18-
.020, 26.09.170, 26.23.050, 26.18.100, and 26.18.110; adding a new section to chapter 26.26
RCW; adding new sections to chapter 26.18 RCW; adding new sections to chapter 74.20A
RCW; and declaring an emergency.

Be it enacted by the Legislature of the State of Washington:

Sec. 1. Section 1, chapter 201, Laws of 1984 as amended by section 1,
chapter 108, Laws of 1985 and RCW 26.09.105 arc each amended to read
as follows:

(i) In entering or modifying a support order under this chapter, the
court shall require either or both parents to maintain or provide health in-
surance coverage except as provided in subsection (2) of this section, for
any ((dp. .dnt... .... f the following conditions ae e.

(1) Health- ;isuani,)) child named in the order if: (a) Coverage that
can be extended to cover the L.hild is or becomes available to that parent
through ((art .. .,i u,,,..zU, , e,4igniztiI and

(2) Tire ~eImpluye oU offic oig, dIiation offe1  health

conibute all , a part of the pienihrn for ,oveinge of the child)) employ-
ment or is union-related; and

(b) The cost of such coverage does not exceed twenty-five percent of
the obligated parent's basic child support obligation.

(2) The court shall consider the best interests of the child and have
discretion to order health insurance coverage when entering or modifying a
support order under this chapter if the cost of such coverage exceeds twen-
ty-five percent of the obligated parent's basic support obligation.

(3) The parents shall maintain such coverage required under this sec-
tion until:

(a) Further order of the court;
(b) The child is emancipated, if there is no express language to the

contrary in the order; or
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