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SUPPORT LEGISLATION (H.R. 2743/S. 1304) TO PROTECT DEALERS’ RIGHTS
Oppose Unnecessary, Forced Dealership Closures That Hurt the Economy
Issue

Taxpayer money and federal bankruptcy law are being used to shut down profitable dealerships, circumvent state franchise laws, and force dealers to sign onerous agreements as a condition to keeping their business. Congress must examine the rapid dealership reduction plan and its destructive consequences on employment, communities, consumers and auto industry viability. NADA supports H.R. 2743/S. 1304, "The Automobile Dealer Economic Rights Restoration Act,” which would restore the economic rights of automobile dealers. 
Background

A government negotiated bankruptcy procedure has been used to initiate dramatic reductions in the number of GM and Chrysler dealerships.  On May 14, Chrysler gave notice to 789 dealerships, out of about 3,500 dealers (approximately 33 percent), that they had 26 days to close their business. The Task Force also urged GM to aggressively close dealerships, resulting in the closure of 2,600 of its 6,000 dealerships (about 40 percent) by 2010.  Many of these are family dealerships that have been in business for generations. These dealership closures do not provide any material cost savings to the manufacturers. Dealers provide more than 90 percent of the manufacturers’ revenue. Closing dealerships will not make either Chrysler or GM more viable. 
Key Points
· H.R. 2743/S. 1304 helps small business by restoring the protections of state motor vehicle franchise laws as they existed prior to each company's bankruptcies. State franchise laws seek to equalize the dramatic economic advantages that automobile manufacturers have over their small business dealers.
· The legislation provides fairness by preserving dealers' rights under state law. At the request of an auto dealer, the legislation requires the reinstatement of franchise agreements in effect prior to each company's bankruptcy. The bill clarifies that it would not void any court-ordered transfer of assets from Chrysler to new Chrysler or old GM to new GM approved by the courts after the introduction of this act.  
· The measure benefits consumers because dealers provide consumers a reliable, convenient, and competitive auto retail market. Fewer dealers mean less competition and higher prices for consumers.  

· The bill helps protect jobs as GM and Chrysler’s forced closures could put more than 100,000 dealership employees out of work. With national unemployment at 9.7 percent, it doesn’t make sense to eliminate these well-paying jobs. This legislation will help preserve dealership employees’ jobs and the many related jobs in communities across America. 
Status 

On July 16th, the House approved an amendment by Rep. LaTourette (R-OH) to the financial services appropriations bill that would require automakers that have taken government funding (GM and Chrysler) to restore dealers terminated during bankruptcy. Similar legislation, H.R. 2743, introduced by Rep. Maffei (D-NY) has 282 bipartisan cosponsors, and S. 1304, introduced by Sen. Grassley (R-IA), has 44 cosponsors. Congressional sponsors have urged the dealers and manufacturers to seek a non-legislative solution.  NADA and the other dealer groups have been meeting with GM, Chrysler and Congressional leadership to reach an agreement which would provide the best opportunity to obtain meaningful relief for all affected dealers. Members of Congress should support legislative efforts to restore dealer rights and ensure that dealers that have been treated unfairly are provided remedies, whether through a legislative or an alternative solution. 
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