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"An Act relating to motor vehicle franchises, motor vehicle transactions, motor 
vehicle dealers, motor vehicle manufacturers, and motor vehicle distributors." 

The Senate Labor & Commerce CSSB 47 provides guidelines to the repairs made 
by new motor vehicle dealers. Repairs that are covered under a manufacturer's 
warranty, policy or service contract require the manufacturer to pay the new 
motor vehicle dealer retail rates for parts and labor. 

CSSB 47 would add seven new sections under AS 45.25 that would outline this 
payment for repairs: submission of information, calculation of retail rates, 
manufacturer approval of retail rate, exclusions from calculations, effective dates 
of rates, retail rate prohibitions, and an audit of retail rate. There is also a section 
that provides definitions as well as defining the applicability on or after the 
effective date of the bill. 
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SECTIONAL SUMMARY 
SENATE BILL 47 

An Act relating to motor vehicle franchises, motor vehicle transactions, motor vehicle 
dealers, motor vehicle manufacturers, and motor vehicle distributors. 

Section 1 
Amends AS 45.25 by adding several new sections ,to article 2 

Sec. 45.25.200. Payment for repairs. 
States that manufacturers shall pay new motor vehicle dealers for repairs 
covered under a manufacturer's warranty, policy or service contract. Those 
repairs made by new motor vehicle dealers will be paid according to the retail 
rates for parts determined by the subsequent new sections. 

Sec. 45.25.210. Submission of information. 
Outlines what a new motor vehicle dealer shall first submit to the manufacturer in 
order to establish the retail rate for parts and labor. 

Sec. 45.25.220. Calculation of retail rates. 
Provides for a calculation for the retail rates. 

Sec. 45.25.230. Manufacturer approval of retail rate. 
Establishes 30 days for a manufacturer to approve or disapprove a proposed 
retail rate. Requires manufacturers to provide reasonable substantiation if a 
proposed retail rate is disapproved. 

Sec. 45.25.240. Exclusions from calculations. 
States that the calculation of the retail rate may not include: certain promotions 
that manufacturers require, parts sold wholesale, routine maintenance not 
covered under warranty, nuts bolds, fasteners that do not have individual part 
numbers. 
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Sec. 45.25.250. Effective date of rates. 
If approved, the proposed retail rate takes effect 30 days following the approval. 

Sec. 45.25.260. Retail rate prohibitions. 
There can be no more than one new retail rate in one calendar year. A new 
motor vehicle dealer may use a previous rate not more than one time in a one 
year period. 

Sec. 45.25.270 Audit of retail rate. 
Each year the manufacturer may audit new motor vehicle dealer records to verify 
and determine that the retail rate has not decreased, if it has, the manufacturer 
may reduce the rate prospectively. 

Section 2 
Amends AS 45.25.990 
Defines "line or make" and "retail rate" 

Section 3 
Adds a new section to uncodified law. 
This is an applicability section, this bill would apply only to franchise agreements 
entered into on or after the effective date. Provides definitions for "franchise," 
11manufacturer," and "new motor vehicle dealer." 
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Update Alaska's of Auto Dealer Franchise Act- SB 47 

SB 47 updates Alaska's Statutes dealing with franchise agreements between Alaska's auto 
dealers and outside auto manufacturers. The bill includes provisions dealing with 
manufacturer policies on warranty service, which will positively impact Alaska consumers 
and workers. 

This legislation brings to Alaska much-needed updates that level the playing field by 
providing protections to Alaskan businesses and consumers. These protections exist in most 
other states, however Alaska is behind in updating its laws. Specifically it: 

1. Addresses what constitutes good cause for termination or nonrenewal of franchise 

agreements by adopting good faith standards for the manufacturers, including 

reasonable performance goals and supplying inventory. 

2. Updates notice requirements in cases of termination or nonrenewal of franchise 

agreements and sets procedures for returning inventory to the manufacturer, 

including vehicles, parts, and signage previously required by the manufacturer. 

3. Establishes procedures determining fair compensation to dealers for warranty work, 

governing manufacturer audits, and allowing dealers to provide warranty work for 

consumers over 100 miles from the dealer or not accessible by road. 

4. Establishes procedures governing succession planning for dealerships. 

5. Provides terms appropriate for rural states rather than large urban centers governing 

the establishment of new and relocated dealerships. 

6. Addresses the sale, transfer or exchange of franchises. 



Affordable Used Cars, Anchorage 

Alaska Sales and Service - Anchorage, Chevrolet 

Alaska Sales and Service - Anchorage, Cadillac 

Alaska Sales and Service - Anchorage Buick 

Alaska Sales and Service - Anchorage GMC 

Alaska Sales and Service - Valley Buick 

Alaska Sales and Service - Valley GMC 

Anchorage Chrysler 

Anchorage Dodge 

Anchorage Ram 

Anchorage Jeep 

Chevrolet of South Anchorage 

Chevrolet of Wasilla 

Continental Acura, Anchorage 

Continental Honda, Anchorage 

Continental Mazda, Anchorage 

Continental Nissan, Anchorage 

Continental Subaru, Anchorage 

Continental Volvo, Anchorage 

Dependable Used Cars, Anchorage 

Fairbanks Nissan 

Gene's Chrysler, Fairbanks 

Gene's Dodge, Fairbanks 

Gene's Jeep, Fairbanks 

Gene's Ram, Fairbanks 

Kendall Ford, Anchorage 

Kendall Ford, Kenai 

Kendall Ford, Wasilla 

Kendall Lincoln, Anchorage 

Kendall Audi, Anchorage 

Kendall Lexus, Anchorage 

Kendall Mercedes, Anchorage 
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Kendall Porsche, Anchorage 

Kendall Toyota, Anchorage 

Kendall Volkswagen, Anchorage 

Lithia BMW of Anchorage 

Lithia Chrysler, Anchorage 

Lithia Dodge, Anchorage 

Lithia Jeep, Anchorage 

Lithia Ram, Anchorage 

Lithia Fiat, Anchorage 

Lithia Hyundai, Anchorage 

Lithia Kia, Anchorage 

Lithia Mini of Anchorage 

Lithia Chevrolet of Fairbanks 

Lithia Buick of Fairbanks 

Lithia GMC of Fairbanks 

Lithia Chrysler, Wasilla 

Lithia Dodge, Wasilla 

Lithia Jeep, Wasilla 

Lithia Ram, Wasilla 

Lyberger Car & Truck Sales, Anc 

McGee Auto Sales, Anchorage 

Mendenhall Auto Chevrolet, Juneau 

Mendenhall Auto Chrysler, Juneau 

Mendenhall Auto Dodge, Juneau 

Mendenhall Auto Jeep, Juneau 

Mendenhall Auto Ram, Juneau 

Mendenhall Auto Honda, Juneau 

Mendenhall Auto Subaru, Juneau 

Mendenhall Auto Toyota, Juneau 

Quality Auto Sales, Anchorage 

Red White and Blue Auto Sales, Anc 

Seekins Ford, Fairbanks 

Seekins Lincoln, Fairbanks 
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Why do Alaska and 49 other states have Auto Dealer Franchise Laws? 

In 1978, the United States Supreme Court recognized the need for motor vehicle 
dealer franchise laws: 

"Dealers are, with few exceptions, completely dependent on the 
manufacturer for their supply of cars. When the dealer has invested 
to the extent required to secure a franchise, he becomes, in a real 
sense, the economic captive of his manufacturer. The substantial 
investment of his own personal funds by the dealer in the business, the 
inability to convert easily the facilities to other uses, the dependence 
upon a single manufacturer for supply of automobiles, and the 
difficulty of obtaining a franchise from another manufacturer all 
contribute toward making the dealer an easy prey for domination 
by the factory. On the other hand, from the standpoint of the 
automobile manufacturer, any single dealer is expendable. The faults 
of the factory-dealer system are directly attributable to the superior 
market position of the manufacturer." 

The National Automobile Dealers Association also explained the compelling need 
for state franchise laws in its recent comments to the FTC: 

"the simple fact is that auto manufacturers retain to this day a massive 
economic power advantage over their franchised dealers, resulting from 
market structure, manufacturer behavior, and intrusion in the market by the 
federal antitrust statutes. And manufacturers often use this excess power to 
overreach and act opportunistically in their relationships with their dealers, 
to the detriment of dealers and ultimately consumers. The state franchise 
laws that have been enacted operate to counteract these anomalies and 
to afford the dealers a reasonable opportunity to negotiate their 
economic relationships." 



Driving Alaska's Economy 
Annual Contribution of Alaska's New-Car Dealers 

Numbers reflect annual economic activity during 2015. 

C1 n.,~/~ f [9 ~-

29 6,609 
DEALERSHIPS TOTAL JOBS 

(new car) (created by dealerships) 
Includes 2,968 direct jobs and 

3,641 indirect and induced jobs. 

~ 
$125M 

PAYROLL 
$56,775 $47M 
Average Annual 

Earnings axes Paid ··~--,-

Includes income taxes ~ rect, 
indirect and induc-ed:-:-jo7"'-bs-. --------I--.J 

NATIONAL AUTOMOBILE DEALERS ASSOCIATION 

ii 
76 

EMPLOYEES 
(average per dealership) 

$1.48 
TOTAL SALES 

12.6% 
Share of Total 

Retail Sales in State 
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l am the President of the Alaska Automobile Dealers Assocjation (the 

Association'), an association including seventeen {17) Alaska new automobile 

deal.eJShips and additional related e-0mpanies doing busjn,ess in Alaska.lam writing in 

support of Senate Bill 47 ~ which is iotrocfuced in the 30th Alaska Legislature~ SB 47 (the 

13.illj contains long overdue and m 1cb-n~e.d revi ions to exi rti11g .A 1aska law 

governing ftanchjse agi~menls belwcL"ll automobile dealers and automobil · 

manufactures. 

lo. 197&~ the United States Supreme C-0 rt reco2tlized the need for motor vehicle 

deafer franchise faws: 

Dealers arc with kw cxcc.-ptions; oomplet ly dependent on the 
manufacturer for their supply of cars. When the dealer has invested to the 
extent required to ecurc a franchise . he becomes, in a real sense .. the 
economic captive of his m.anu.faclurcr. Th substanlia] invcstrnt'tlt o hi 
own personal funds, by the dealer in the business the inability to convert 
casiJ Oac facilities to <)liu,-r uses, the dt.-pendl.-ncc upon a ingle 
manufacturer for supply of automobiles and the difficulty of <1blaining a 
franchise from. another manufacturer all contribute toward making th 
d'calcr an ,easy pruy for domination by th factory. On the other handf> from 
the standpoint of the automobile manufacturer, any singl dealer · s 
ax~dablc. lbc fawts of the factojJ-dealer system are directly attributable 
to the superior market position of the manufacturer. 1 



lbe ation,al Automobile lk.a1crs Associati n al o explruned the compelling need 

fo:r slat franchise la.ws in its recen commCJ;Jt5 to the FTC: 

n.1 addition to bcncfiUing consumers the franchise laws that the ta~ 
legislatures ha c enacted te el what is othervn a very imbalanced. 
conomic playing field between auto dL~Tcrs and mam1fa turers .. Despite a 

numbl.T of a.s · rtions at th orkshop to the contrary, the s~mple fact is thaL 
auto manufilcturc . retain to, thi · da a rnas~i e cconumi power ad rantage 
o er their franchised deale~ resultins from ma..d(et strocturc manufac ,llfcr 
bebavio and intrusion in the market by the fcdcrat antibw( statutes. And 
manufacturers often 11Se this e oess power to overreach and act 
opportunisticall in their " lationships with th ir c.foalers, to die detriment of' 
dealers aod ultimately consumcr,s. 'Jltc state franchise fa~ s that ha e been 
enacted ope1:~e to counteract thcs · anomalies and. to affi rd the dealers a 
reasonable opportunit to negotiate their economic relationships. 

The structural economic imbalance between auto rnanufaclurt,TS and deal~ 
is cxlt.'Tlsivc. On key manifestation of the uneven relationship betwe n 
manufactun.Ts and dcalt.-rs. 0011 ·t,e · een in the various franch1se contracts 
These ~eements are not ncgptialed:; they arc <Xmtr.1cts of adht--sion that are 
presented to 1h dcal'-T on a akc it OT lcav , it" basis. And an movement 
to change those terms emanates from the manutacturet in the form or citltcr 
unilateral amendments to existing agreements or replacement a&"t'ccmcn 
both of which almost always contain crm · that afC more (>ncrnus from the 
dealer perspective lb m what existed before. lrcquently supplementing 
th e agrccmcnls arc contro crsia1 · programs designed to co.ntrol dealer 
behav·or often developed with little or no meaningful dealer input.2 

There is also a sign"tic.ant exi ·tiog ~"YJ!lrnehy of information bctw n 
dealeIS and manufacturers. Thi. exist'; not uni during th explofato.ry and 
purch~~c pha,~c but also during the operational life of the dealership. The 
manufacturer knows th full details of a dealc:r s operafon including its 
custQmer information its finances th , dispositfon of its as ets, and its 
su"essfon plan . Convcrsdy a dealer ha.<; no• such insight in o it~ 
manufae urer beyond poblie doot men.ts and S C filings. Meanwhile th 
manuJac urLT hca ii vets any dealet principal and has minimum· 
r-0quirements for assets and investment and cooti11,wog access to the 
dc.a.ter s books and eco.cds. 

2 footnote omitted. 
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Alaska adopted its motor chi I · d(~fcr franchi e taw m 2002. Tm law, while 

helpful, is seriously deficient when compared with the automobile d alcr franchis laws 

adopted by the other 49 States. ln fact, since the Alaska la · adopt~ hundJ'(.-dS of 

state motor veJ, · cle dealer franchise la s and :refinements ha e been passc.-d throughout 

lbc cmm.try. Many o lhcse. law were enacted. to address changes in th business c:Jimatc 

and because manufacturers ha. e continued to cxer ·ise thciT inhen.-n ability to domjnatc 

their smaller and weaker- dealers. 

Now th Alaska Automobile l>calers. Association is proposing much-needed 

. updates to Afaska:s franchise 1a . Som o · thes ~ moditioo:licms arc int.ended to clarify 

provisions that arc afrc.ad i.n state law. Others add.~ concerns bich are addressed by 

the franchise Jaws of other states, but which tmtil no ha not hcti-n addr ~~cd in Alaska. 

Finally som , of the proposed amendments are tailored to address unique situati◊nS- found 

in the State of Alaska. 

ln pn~paring the propo$Cd 1cgi lation the Alas.la Auto.mobile Dealers Association 

consul ed ,. 1th. the I gal staff of the Nationa1 Automobile Dealers ASS-OCiation and 

dct<..,:mincd tha the State of Washington, ,(rag,chls law could erve as a good model for 

Alaska. Con.~uentl .. many of the prop0scd amendments aro identical to or closely track 

Washine"1on franchise law What is aJso, important to remember is that despite an claims 

the auto manufacturers may make! Alaska s proposed franchise- hn amendments do not 

represent an.. 011 of a radical dt-1)arlurc from the franchise laws. currently existing in 

most other· states. To a. sisl the Legislature in making thi compari Qll the Alaska 

Automobile Dealers Association has prepared a comparison of the proposed amt--ndmcnL~ 

to the liancbi e law.s of other states which is attached. to this response. 

·111.e Auto AlUance, a trade organization cons1St1ng. of h elv • 12 large automobi1e 

mam.1facturers3 based .in both lh Unit d States and abroad. (th · '"Alliance ) oppor ·d 

pa~ge of almost identical I gjsfation inlToduccd in the 29 Lcgi<;hrrure (AB 318 and SB 

"lncEuding1 for ,ox_ampi SM Group DaiJQ1~J:Ch:ry l.qr Qr[)., orct Motor Co., Oe11eral otor Corp. 
MQdai orth Am.mean Qperatio~ 1 • titsubishi Motors orth America. Inc.~ Porsche Ca.rs North 
F merica. Jnc. Toyota Mocor N rth Ameri~ Inc. and Volks.w~en o AmeriC<llz tn.e. 
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197). Thi is not surprisin~ sine· by it: mm adrnis~ion tbo AUiam:c has oppo ed mo e 

than 250 automobile fumcbise bilJs ove,r th last dec~e. To· s\lpport its oppositio~ the 

AUianoc prepated e<1mmcnf.3: oni th.osc bill , hich the Assoc: atioo understands has 

been provided to m~a:nb~ <Jf tltc L{.-gislature. 

I am writing on behalf ef the Asst>Cfalion to respond to th AUianc · comments 

and to offer you Alaska automtlbilc dealers perspcctiv • on wh <:xisting Alaska nanchi e 

law is. in dire need of updating and Tevis.ion. For ea..r;c of reference .. 1 ~ il1 s -1 out cxcefJ)t! 

from the liance' s comments on the bills proposed in 2016, followed by the 

A., -OCiatior\ re. pon •. 

S£CTION 1: APPLICABILITY 

Section I. This 1eetfon would make thi bill a;dl;oactive to pnwiousJy e1Ci ting coijtt<1cts i 
would make the, ntke existing ftanchis~ code retroactive as welt. That is extraordinary. 
Wh.en two parties enter i.qto a contract., they do so based on the law as, it is when they sign 
tlJc contract. (SB 4-7 Sec20) 

If enacted,. the BiU would apply to, e,cisting franchi e agreemen~ to fran,chise 

agreement that arc renewed, and 'franchise agreements that ai;c entered i.Tito aftcf pas~ 

of the Jaw. Witll ~ pect tQ, retroacti e appUcation, the Alliance claim tbi is 

extraordinary: ~ and that passage of the Bill would in. effect rewrite existing franchlse 

agreements. This statement is both a gross oversimplification of the jsmie., and implies the 

LegisJatute may ne . er pass a Ja: that impa.cts exislil'lg contracts. Ibis is simply not true. 

In fact~ a~ explained belo , lhe manufacturers ba e repeatedly mad the ame argutn(,"flls 

in various forums, and have had thcs argument..; rejected by the courts. 

Articl • 1 Section 15 <.>f the Alaska Constitution provides:<-• <l law impairing th· 

obligation of oontracts ... shall be passed. The Alaska Supreme Court as well as courts 

throughout the United States) bas adopted a two-prong test o determine whether a 

" At l~t Jilleen (15 others~ ha ~ explieitretroaotivil:)' clauses tbat nppl the franchise law [I) 
existing contracts~ i:n tu~in~ Atat,ama, 0tlno.m1a, Colorado,. I:' mi~ Hawaii, M1cllig~ Minncso 
North. C!Ko1llUl!.;.North Dakola, 01 io Okla.hum~ Suutlt Dakota, V, nnocli W ~too., and Wes 
Vir.rinia. oe attached. ml1Jl5, al. pa~ 2. 
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rt.1:roactive cbang in the law is permissible~ I court must t'itSt d teanine whether· the 

change .in the Jav "has opG-ratud 3$ a iubstanti.al impairment of a contraetual 

relationship., If there is a substantial unpattdl.en~ dt.t, court thL'11 examines whctbeJ th 

impairment "is. reasonable and necessary to serve an important public pmpo_..,e. 

The first prong of the test is tile most important; W-tth respoot to dealer franchise 

laWS:, the ooun m:ust dete.mdo. -whether the n ;\ll,f law sobstantfafly • . pairs an exi.sring 

oontractual :r; ~tationship bet.ween th · automc>bil manufacturers and automobile dealers. 

[n answering thi qucsti<m,. court$ have rou.tinely neld that v hmo,. as in Alaska,, 

manufacturers are aJroady rcgulatod under c~isting &-.mchi law modifying ftanc.hise 

law to provide additional dealer protections does not constitute substaotiaJ impamnent, 

For example, in Chrysler CorporaJion v. KQ/()sso Atdo Sale.<:., .Inc. 6 the court held that 

amendment to the Wi con in dealer franchise Jav c-Ould be applied retroactively to 

existing franchise agieements because when the manufacturer t."lltcred into th. fumchisc 

agn.-cment it should have anticipated that th state s franchise law wonld b • amended 

fr-om time to time. In other words v h(,'J< manufacturers are aJ:ready subject t.o existing 

franchise laws, amending those laws d~ not substantiaUy impair the partie-s' contractual 

rights hecaus ·~ it W3$ reai .onably foi; -~ble to botb partie tb.a e ·isling Jaw may be 

c.h.anged by ftiture amendments.. 

The Alliance recently challenged a Connec1icut amendment o its dealer franchise 

law whic~ like this B·1~ revised the method! used to determine rates for reimbursing 

dealers for warr.mly wt'>rk~ A hG.Tc,, Ole Allianoc claimed. that retroactive application of 

the n v la-: would impair contract rights .. Ulticnatel ,, the S con.d Circuit Colll't -of 

. ppcals held th.at the manufacturers contract rights were not substantiall impaired by 

the new law because '1he relationsbi,P between autoo1obilc manu(actnn.'TS and 

Connecticut dealers has long been the subject of close state reg:ulation. including of 

warranty rcimbur$Cmcnt rat .. Although. th [amcmdm mt changed e.xisting 1a ] it v as 

s 'intpso11, v. MiP'koW$ki, \19 J'."' d ~ 7, 444 Af ssb. 0()6). 

l 4 F "d 89'2, 8 ~ (7tb Cir. 1998). 
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eminently foy~cablc that tn legj latuf:e could seek to ,close a loophole in its regulatory 

scheme.~, The court rent on to h<>.f.d that a foreseeable chaog in the Ng\llatory soheme 

does ·not iMpai( cxi. llrtg CtJn r.tct tights. 

To illustrate this, mle and ho it may be applied; it is helpful to compare e,icisting 

Alaska law v.rith on of the proposed amendments. Unde,r A.·. · 45.25.140 . fl.en a 

manufactw;er tcm,in~tes a dealer' francbi.se· the manufacturer is re uired to purchase 

c«t.ain unsold motor vehicles parts~ s·gns equipment, tools, etc. Sc.."ciion 7 of the Bill 

would amend the law to among other things, require that manufacturers also pay for 

loaner 'ehicles~ ,computers printers and soilware. Since autQmobilc manutacturers 

atreadJ ha · e rcpuroha.~c obligdti()n$ undcr cxi ting law, applyil)g Section 7 retroact'ively 

to pro,vid • additional dealer protection.is docs not constitute an impal nieot of contracts. 

SECTIONS 3--4: ffERMINAT(ON$ 

These sectfous intenct .ith each other and ar m~t t.-asily addressed together. They seek 
to mak it harder for amanufuctmcr to te:r:mjnate a poo.dy petforming deafer. 

______ ____. 

The proposed amendment does not consetitutc a radical dcpartm from existing 

la~ . Under A.S. • 45.25 .. 110 a manufactun..T may terminate a fra11chise with a motor 

veh~cJe dealer upon a showing of i good cause. " However as it. Js currently writte~ the 

statot docs not oontain any standard<; for detennioing wliat constitu es "good cau e/1 

"In · existing statute also does n9t cQntain any exp:res requirement that manufacturers act 

in ~good faith~~ when tom:tinating a franchise. '!be proposed Section 2 requires. Omt 

terminations be in good f'aid'4 and Section 4 contains a dcwied description of what 

constitutes good cause for t'-nninating a franchise. 

7 Alliance of Autq. 1fo . Jnr.. v. () urrey cv. no. l "-'-1.890 (2d Cir; ApriJ 7. 2015) ~ ltatiollS oroittcd). Th 
S'Uprcmc ~Qurt ~8$ & nied :revicw of'thc case,. l (j •. :t I 74 :20 6 . Th First · kwit imilacly eld t t 
a rccoupmcnt bar was i:t nccc. i!itu;)' m~n!'I to ~ ccttJ3te the stato• WMJaflty reim.bulS4me sch-em was a. 
reasonably f~fe addilron to the aa_tv, an.c.l w3,o;, pc.qni iblc under 'Cbe Conuacts eta.use. All"umc. of 
Auto, Ufr . v. (Jwadosky 4"0 f d -o. 4:Z (l it 005). 

ALASKA AUTO DEALEJlS' ASSOCIATIO 
R ~e tu .dllianc,t: CommcTlls 



Th ~ pTCJPQ$Cd alflcn.dmcn ad , clarity to existing law, and aJlows both automobUe 

dealers and rn.ae.uf~cfl;u,ct$ to undcT$bmd the standarili that will be applied in dctcnrurung 

whethCT good cause exists to terminate a ftancbise. Al ka automobile dcale~ like 

dealers throughout the nation make sub tantial investmeTI in building th ·ir deaf :TSbips. 

'Dealerships reqUire sizeable investments· millions of dollars are needed to fund wotking 

capital inventory tlnancin& and investment in facilities and other pr~perty. In addition 

m(X\t capital fender!>,_ especially when dL-aling v.ritb ~mall~ d<.-alerships require some form 

of persona) guaranttt for their in ssbnenls-. It i only fafr that dealers b able to kno~ 

in advance on what grounds their fianchi e ag(cemcnt o,ay be t<.-rminatcd gi en th • 

sizeable investment that must be made to ec1,1J1 a ftan.chi - agecm.cnl A dealer should 

not be rt:4uircd to gu .ss or ·pooolate as to hat constitutes good cause.,~ Instead it 

shQuld be able tQ look to the Jaw, as <;•ctions 2 and 4 pTopose$ and clearly ideatif, its 

obligations and rights. 

Sections_ 2 and 4 are nearly identical to Washington law which a1so clearly d tines 

""good cause" so that th~c i ·. Uttfc- room fot" ambiguity. Washington is not alon in that 

regard,, as several other states have adopted itnilar statutes that d$iillC what coo titutes 

'•good caus for a tcn:ni11atio11.9 

One of the mo t urprlsing aspects of Section 4 is that it requires the manufacturer to 
notify the dealer within 180 days of'whcm, the mam.ifacturC( firs bt,C(>mas aw:n:c o the 
dealets failure to comply wi h a provi lo_n. of th contra.ct ~t WQ\l]d appear to not be in 
eithe{ the deate -(){ tli,c man,ufacfu{ef' \ll G{Cst to need. to force the is$uc of a t miination. 

Under existing fa a manllfacturer is icquired to prov· de noti.ce of termioatio at 

teaist 90 days before the effective date of a tcnnination except for a tcnnination as a 

result of th dealer - in.cro ency~ fraud etc. The proposed 180-day notice provision 

protects both the manufacfur~ and the dealer. It allows th.c rnanufacturcr 180 da: to 

8 N8" I A.uto Oc.aJen; A=i• n., l,ctter o the ed.. r de Comm n, at l 2 (March 4 2016· , a,,·ailable. aJ 

bttp:/lwww.tada.or~ebJlmageslNAll Ol 61t-espo l'oF'li Wi.tllAttach1111~ 1:1\:pdf. 

° For ample, H W R: V. T. ' 431-· S. Ml Jt. "()MP. w. • § , . S67 Mid .J 5tS8 and OR. R ~ V. 

STAT.. 650.140 all define '"good cause."' 
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in ~11gate a deafer, alfcg d noncompliance bcfor it i required to give notice of 

termination. It afso allows a dealer additional time to correct any perce::ved deficiencies 

before the w.anuf~torer i$SUc a JJ tice of termination. This right to cur provi~ion Qnly 

applies if the ground for teimination is noncompliance: with a material tCJ:nl of the 

fnmchisc agrc«mcnt 

In addition to .rtq_umng 180-duy notice~ the proposed amendment requires 

manufacturers to prov· de the n_otice w· th.in l 80 day of first discovering the alleged 

noncompliance. This operat to create a limitation on the notice period so that 

roanufacturat'- ,canno _ teek to ~Jbittarily teoninatc <»nttacts ~ on stal or itrele:vant 

complaints. It is~ in essenc~ akin to a statute of limitations. If adopt-Cd:- Alaska wouJd join 

numerous other states that have very similat 180-day notice provisions.10 

ectioo 4 also allow a deal to challeng a pert'o:rmance termioation by retying oo. 
mark t analy i based npon not only tha , dealer s vehicle allocation" but also the 
allocation of that dealer, competito . TI1at dat3. Is ,cooJldential yet tb.c bill would force 

"" ,1,:. 1 • ,, the manufacturer- to w 1ose 1t. 

Se tion 4 provide tha if a manufacturer eeks to terminate a franchise because 

the dealer has not · et sales perfonnaace standards the deale is permitted to present 

e idence that the manufacturer .has not supplied the dealer with an adequate S·l.JPPIY of 

vehicles to meet sales performance goats. Obtaioiog adequate inveJJtory is a particular 

problem for Alaska dealers, ~ince manufacturers end to supply their best selling vehicles 

to larger out o b,J:te deal; or to dealers located closer t'O the dj-1:ri.butiou point .For 

example, after Chevrole jJJ,troduc;ed the SpaJik, the vehicle was. pto id d to outside 

1 DEL.COD .A . 4906(ub.stantialf the ame); Fra. tat.§ 32-0.64l(l80.dayperlodtoQO!'r~Ctwhee 
noncompliance with co tr~.alleg~(Jbffi>f ootie,c ftermh1ati n provtdod); G . 001:J. A . § 10-1-651 
(substantiall the am • HAW REV. STAT. § 437•dHsubstantially the sam ); IDAHO OD - § 49- 614 
(subs.fantiaHy the sam ; KY. R V. 1' • N. § 190.045 (requiring n L-ie oftermirtati:on ~ jthin 180 · LYS 
offirS dcscovery ofnQoco«ipltanre ; M :AT. ·fitl. lO, 1174 (requirinirno ,·ce of termination withm 
180 days of discovery); • · ·. § 80 .. 06 (rcq'lirfug dim th.cdCJJlcr hlts notified in "ting of' 
the t'aiJure •itlun J 8-0 day.s alre lhe rnal'lufi ·biter fll"St r quired kn led of th failuro"'); VT. SI T. 

N • Tit 9. .40g ( requirin n )lite ib , i' en Hhio l 80 da s of actual o comtmctl e kt :owled of 

A ll.lt$KJ\ A '('O fJ1: l.,1 ' A. $1CfA11 
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dealers a full car hcfQre the first ·park was d li lm!d to an Alaska dealer. By the titn 

the Spark was dellvcr.ed., it w~- old new·. If manufacturers do not suppl Alaska 

dealers with an adoqaaL • supply of desirable vehicles on a timely ha.~is rnanufactute.rs 

should not be able to tcnninatc Alaska franchises by pointing to lo er sales b A1a.~ka 

dealers than outside dealers. 11 

Furthermore, ,d~ler allocation infonnation is already provided to dealers and is 

not treated as confidcntiaL12 The pt-0posed amendment would not create any n w 

allocation disclosure requirements. 

SECTIONS 6-9: TERMINATION ASSISTANCE 

The$C Section; spell out a manufacturers obligations o pay a dcaJer ari us foi:ms o 
se- eranoo toes upon tcmiination. Many of these obligations. are imply form: of ""risk 
shifting." When a franchisee iu any mdustzy goes into busines~ he or she is accepting a 
certain amount o:f risk that the blL~in wilJ cjther succe d or fail. 

Alaska law currentl pro ides that upon. termination of an automobile dealer 

franchise, the manufacturer must purchase unsold motor ehicles, parts signs, 

equipment., etc. 1n fact, so called "t,-rmination assistance i'> required in virtually every 

state r primarily because manufacturers require that deal :rs. purchase certain amount$ of 

inventory eql.lipment, s1~. special tools., and othL-r item .. When a manufacturer chooses 

t() terminate a t;ancbise it i only fa.Ir and appropriate that the trumufactur- ~ repurchas 

th~-e items it .required the dealer to _purchase as a condition. to holding th .franchise. 

The proposed amendments merely expand on the manufactu.rur''s aln.-ad existing 

n..-purcbasc requirements. For example the propo ed amendment wo ild require that 

n ln BecJ: ChevrolelCo . • Gem:ralMo ors, UC, No.48(N.Y. Ma: .. 3 2016 N w ork,s highcstOQUJt 
reeo_g1'it.ed that "perfonnanoc benchmark ·that ~fkc a mal'k.ct di.ffere. tftom the dealer' sales area 
canno be rca.'i(?nabte Qr fair."' ·f h CQUrt. went Qn ·to, tinid, .i mMlrtafflll.'U · pcrto.anaJl.C stmdatd 
ut1r¢asonabl and unfair because market challenges like brand popularffy and import bias aty from an:a 
co area. The court was an ~rinJ: lwo questions certi ficd ,by the Scmnd Circuit Court of Appeals-. 
12 In fa~ some sW require disc)Q!iure in writin of the h8$i foT all~on inctuomg how vehicles, 
parts and accessories are allocated. sc,hcduled., and deli ~ e \\11 •• T;, . ·• · 218.012 . 
13 or cxampl ... e~ MICH. COMP. LAW ' § 4 $. l 571; \V n. RP.V. one 46.96,O:S0. 
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man-ufacturers tepurchase loaner ehicf.es that manufactorelS require that dealers 

purchase and roakc ava.Habl to tb.eit= cus: Qrncm. The amcndm,cnf$ would. also require that 

the mao.u(acl~cTS pwcb: · se SQ{l'w<U;e pritJtc{; • C()mputx,:s and othc item_· which dcalen 

were required o purohas ~ fh " prOp()sed amendment at. o contai11. crit<.-ria foT 

cstabliishing the purchase pri of th • item . Th proposed mm,-ndmcnt doos not provide a 

golden parachute· rath:~ it pr()vids · a rcimt,lll$CJl)G-nt mechanism ff a mamdacturer 

teTIJ1i11ates fo:r a reason othcr thao good cause. 

The bills also require pa ment for earl lease tennination. and paym nt for remodeling 
or re.locati.on costs fro t.he prev · ous 1hree years. 

Under existing law manufactw::-crs arc required to pay rent for ~ighteen { l,8) 

month$ foll~wing tL-nnination t>f the f'rm1chise S() the ptOpQsed amendment is not a 

radical departure from existing law:. However current Jaw does not require manufactun.-rs 

to raimb~~ deale15 : or the co. t of ,:elocating their dealership or or the cost of making 

impro ,emcnts to th.c dealership facility even when the manufacrurer mandated the 

relocation OT improvemcnt-s- with.ia th· three years preceding the manufacturer's 

tt'mlinalion of the franchise,. Laws requiring tcnnination assistance recognize that once 

facijilics arc pmcbas~ bniJt, Ol' remodeled for us as a dealer faciJity, the mm:ket for 

resale Is extremely limited especially in Alaska.. Requiring reasonable termination 

assist'.$l}ce addresses this iojustice.14 

Even ooo.te ~ounding, is that JIB ""' 18/S 197 would requ.ke the l:tanufacturer to pay 
tb.ese genetou benefi o a dearer even ·tit ~ as the dealer lha decided to• tenninafe the 
franchise agreem.eot and. quit the busines . . . .. But th.er~ 1s certainl no reason that a. 
dealer who ·oJuntarily ~ts the business. should :receive the same severance benefits as a 
dealer who was teoninafed by the manufactw-cr Dealers hould not be rew•ded for 

uilting. (Section 6 in SB 47 · 

J.t See· MrCH. COMP. LA , 445.1.572; WA _ RE . ·C() § 46.96.090 (allo ing three ye for 
Tcmoc:lcling or al.fcfafions and the shorter ofth une.xpirc,d term of the lease o:r one year . 

Al.A · A :ro D ttµ£ · A8SO ·1 ·r o 
RespoMc lo-41/Jan e CqJttMe_'lflS 
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Rarefy jf ever do Alaska automobile dealers ' 6lu11tarily' L ~inatc their traucbise 

agrcemcut wilb mflJ;lufact.urc~. M ~ coro.monly, dealers a._ro forced to tetm.iuate the 

franchise because of p.robJems created by the manufac~r~ like failiog to provide A1aska 

dealers v.rith sutnoit"ll~ desirable in ent<u:y needed by dcalctS lo, op<a.-ratc p.tofitably. Thi 

opcratt a.~ a de facto teooiW!~ion by th6 manufactuTC:r. It j$ also UJ1-P rtant to note the 

prop ed amendment specilica]l provides tha dealers who are terminated fot good 

cause (as set forth in p1oposcd Sootion. 4) or who oluntarily en their dealers.hip a11 not 

<--ntitlcd to tcmrination a..~~istancc orco cr~ undl.'T Section 11 of the BiU~ aU dealers ar 

required to mitigate any damages the.. ~cur as a result of the termination . 

. . . . it is very important for manufacturers to be able to e«eroise a "right of first rctusali'' 
when a dealer wants to ell his or her ·franchise to someone else. That means th 
manufacturer bas ·_;_b _ option to match the buye.r"s price and then assign the dealership to 
s.omeon that th:· manufa &.IF w thinks would be a bctk-r dealer. Th.a way a manufactureT 
can avoid an. uader qualified candidate from taking the franchise. 

Curn .• ':tlt law provides a manufacturer may nc,t unrcasonabl . rcfu.~ to appro ·the 

transfer of a fi:anchis to a n :w ftan.chisee.. The proposed amen.di:ne.n provide add'tional 

dai;ity by setting out the conditions a dealer must satisfy before it can t«msfer the 

deal:etship to a new fumch.isee. Most importantly> th ameo,dme_nts mak it cleat the 

propos d. ftanchisee must be qualifi d to hold th franchise; in luding being abl to meet 

th.e norm~ reasonable and uniformly applied standards~ establisMd by the 

manvfa.cturerP 5 

The A11iancc complains tho am =ndml-'Tlt would eliminate manufacturcr"s right'$ of 

first (efusal. Th.is i incotteet anufitctutcrs may stm excr.cise this right, if the 

P,tospective buyec .is not qualified to operate a dealership- The 8ill also pr.Qvides a 

m<--chani."m foT manu&cturctS to acquire the infonnatfon ncccssaiy to detennin.c if a 

buyc.r is quabfied and requires proposed franchisees to provide thls information upon 

l Emph 'i added. 
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request. And while a rlght of first refusal may eem innocuous on its fac.e. in prac ice 

manufacturers use this rigbt to oontrol the sale of dealer, hips without good cause and to 

limit Alaskan, ability to acquire dealerships in favor of offering dealer.ships to outsiders. 

An A13.$ka aut<HnOhilc deal.er should b .. able to sell its businc:s · to whom .. V<-T it cho<>scs 

provided th~ buyct is in all , ·a}rs qualified to own and opeUtt:e ch deaiersh,ip. 

SECTION 12: SUCCESSION 

Oealecs otlcntimt:$ ·.eek' u, leave the:it futuchise to tb~lT hei» as part of a ·ucc-es$ion plan, 
Mao.ufadu ,e.rs eyj>ically work with d'ealers tn accommodate tb.ese plans. However both 
manufacturers and local consumers. have an intt-ttst in making sure that whoc <.T does 
tak control of a doalel'Sbip has the cxperiaoce qualifi.catio.ns, aod moral cliaracte.r to ron 
a dealership. 

The proposed amendment specifi.cal pro · des that a. dealer ma: only tra ft r a 

franchise to a designated successor who is in alf ways qualified to own and operate an 

automobile deaJ:ersJµp . ln fact, the proposed sec-tion spedticaUy pro ides that a proposed 

transferee must be ' qualifi.ed and experienced in th ... business of being a n ·w motor 

vehicle d alt.T' and m~t meet the nonnal" reasonable and uniformly applied standards 

of a manufacturer •. . 

Section 12 would prohibit a right of.first refusal in an instance v hl,:c a dealer is simply 
sell\i1g the bus,in~s to a pe[$0J.t who i related in the second degree, or .is th~ husband or 
wife-of a ~la , e of th second degree. 'fhi -is simply too c misivc .. 

If allowed to exe~ise a right of firs refusal, a manufacturer may pre ent an 

Alaska. dealer from transferring th franchise to a fami1y mG"IJlbl.or. Inc Association 

be.Ii ves a dealel' llould be able to hand down the business to a member of the dealer" 

family_ l~ so long. as the family member ism aJ1 a:. ql1ali6ed to own and run. the 

1 Othet s.tate: recor;ni2e tl righ of tWeession to a f aftl.il member ineludcng, for e...,:aatpfe: AklZ. REV .. 
S AT.A . § 28-4461; COLO.R ~. SfA . l2-6:-120.7; CO 6 . STA . §42- l33 ; DEL COD .A . 
tit 6 • 4906: GA. coo:e. NN'. 10-1-663.1 ( pe iCiicall pro iiling cto rigr,t or refu:sal ifOie succ~ion i,s, 
1:o desiwra,t~d family member); ln IIOC()t>h 49-l(il · o_CQ() · 9-J 2-1S2· . A. C<)1>tl ANN. 46.2.-
1569.I; 'Vl , b"T :r. ANN. tit 9. 4093; W ft. R ,,v. Coo .' 46.%.220. 
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bu iness. Toe prop~cd amcndm ~nt !sp~cifi all pro ides the fumily merob r must be 

qualified and experienced in the business of being a motox vehicle dealer and must 

comply with the standar& established by the manumcttm r o mus croplo an 111dividual 

~ ho is qualified and experienced in the business of being a new motor vchicl · de.al r. 

SECTJO · 13: ADDI G OR RELOCATING DEALERSlllPS 

Situation.., ma) arise hen a manufacturer may seek to add new dealerships to meet 
con. urnt-T demand; or th manufacturer may seek to relocate an existing dealership. . . 
Section 13 of HB 318/SB 197 would add extremely hl0 b. hurdles fo a manufacturer that 
eeks to add or relocate a dcak hip .. The ~ull win be kss cqmpctit1on and und\,TSaVcd 

e-0nsumers. s~uon 3 in SB 47) 

Cmn,"lltly, b fore a manufactorer ma: open a new dealers.hip or refocate an 

cxislmg dealership in a dealer s rdcvant market area, th ~ manufaot.urer must establish 

:good cause: for doing so. Current law imposes this requirement to prevent 

manufaoturers- from "flooding the existing dealer's mark threalcning the viability ot' 

the dealer~ business, and jeopardizing the dealer's substantial investment. 

Th proposed amendment expands this protec ion and provides clarity by 

including a. description <> "the rule ant tac.tors a manufacturt..-r and uJtimatel a re iewing 

court should consider when det.eaninin whclh.er good C<UJS · xists to· add a n,cw dealer(){ 

T ·locate an cxiSting dealer. Other states ha e· similar provisions requtting consideration of 

certain factors in det.erm.ining gpod cause fot' adding a dealet or rel'ocating an existing 

dealer.J 

While Alliance claims that establishing multiple dealerships in the same area ls 

good for consumers 'intra-brand competitio ·) the opposite i.s true. anufacturers like 

to flood the market with new dealerships since manufacturers believe thi · h Jps them ell 

more cars ovcnll. Howe er, toe.> man dcafors fo:r a given market area makes it harder for 

ll'forcxsmple, e CONN.Gt .SfAL -42-0 'dd;GA.COD . . § l0-l-664; 1JAW.RBV.STAT. §437-
; R.I. v • . L ~ · 1- . l--4.2; W "I I. - •V. · rm 46:96. :160. 
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all dealer; ·to S\lf:Vivc wltictl d ,~ves doo et out ofbusinc-ss . leads to l~s competition~ and 

cresttes •imega-dealers:' wh9 dominate the market. 

Inc propos6d amoodmeo do~ not prevent manufacturers· from opening a ne 

dealership ht a given. ma:tket area, Furthermore the proposed am ndment specifu:all:y 

requires that the manu{ac('W'Cr an.d ultimatct the rcvi ~ iog OOtlrl oon _.-dcr tho ··tToot a 

new Qr relocated dealership ,viU have on C()».,.~mer in the market area. Section l3(c) 

requires that the court considert among o1her things •. th fo1lowmg: 

(3) the effect on the consuming public in the ffllevant market area; 

S the reasonabJ . expected or anticipated m tor vcbicl • market for the 

re[e ant market a.:~ inetudmg the age of th population. inccmc7 

education,. size clas-s preference product l?O.Pularicy., retail lease 

transactio~ other demographic factors,, and other mctors affecting sales to 

con ume.ts io, the relevap ma ket area; 

(6) whether establishing an. additional new motor vehicle deaJcr would 

injure orb .:ncfit lhe public- wella.re· 

7) whcthcr tltc J)ew tnolor vchicl dealer of ·fhe · arne lin • make in lh • 

relevant markGt area is _providing adequate competition, and con.venien.t 

customl:.T care for the new motor vehicles of the. same line make in th 

relevant market area ... · 

(8) whether the establishment of an additional new motor vehicle dealer 

would increase c-0mpctition and be in the public interest. 

''rhc qu<>Lcd provision. <kamatiea.U refute th · manufacturers claims that the prop00cd 

u:mendment will result in less. competition aad "underserved consumers.,.,. 

The Alliance claims i soclcs lo tost<.."I: ~m~-brand· competition in 1he interests. of 

con ·umers-. In a;eality 111anufitctu.tets @re not so mterostcd in iJJfra .. brand c 1mpetilion as 

tbej are in haviog as m3U)' of tbei:w; dtalcrS in a market area as pos.4ribl_ -inc 

manufacturers belie e thls, results in incl'eased overall ales of their vehicles. e 

amendments proposed by Ch · .. Association a:-;sist dealers from having t.o fry and sw:vivc in 

a flooded:" market., while a the ame time the amendment:$, protect conswners &om 
P~e,14of26 
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limited competition. It is for thls reason tha the Association anticipates that the State of 

Alaska Consume1t.ftotection Section v i.U have. no bjecfioll to th pro~cd amcndm. nt 

SECTIQN 14: COUBT AcrIONS 

Section 14· also creates automatie stays' whett a prote. t i flled iJ1. a case involvjog 
closing opem.ng ot ,el9cating a. deal~rop. Rule 65 of the. Alaska Rules of Civil 
Pro~C,u.te already covel'/S prelim.ioary ·ojun.cti.ons and court! have a wealth of cxpericnc 
in a · tlyin it. 

Sectio.n 14 applies whefl a manufacturer ha.~ gi en a dealer notice that its. franchise 

agreement is be.iDg termi.Pated. Thi · Section provides th.at if the dealer files an action to 

protes the termination, the status quo ~ust be maintam.ed until the court has isslled a 

decision on the matter.13 This tyfc of prov·sfon is not unique at aJll as there are many 

ptovisjo1JS in A13$ka Jaw which r~uiJ;G th.e :r;naintcnanoo <>f th $talus qu.o until a C<>urt or 

admini$frativc agency has ruled OD th mal1L'T. The proposed arm,"lldment docs not fa or 

eithel' tbe· .manufacturer or the deal r. nor doe$ if create any competitive advantage~ since 

it simply requires 1the statu quo be maintained until the issue is dee· ded by the court. 

Thi$ results in )CS$ expen$.e to both the manufacturer and th'· de-al~ and places less: 

burden on th · judicial sy: ·tcm. 

S"f..cTION 15: W~RR~NTY REIMBVRSEMENT 

anufactruet_ and dealers already have ag~e,ments in place that provide compens•ioo 
for both parts and labor. This bi'll would allow dealers to ignore those agreements and 
require the manufacture..- to pay the dea e the sam . retail rat tl;lat it cbarg · s to the 
public. 

At.A K.1\ Atn'O 0 1:iAt.e:RS ASSOl.7ATION 
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Thi Sooti<>n i's mod~fcd a:ftcr Washington law. It is not. at all un.iqoo in that n;iany 

man Late-s now tequire that manu&cturers reimburse deafcrs)lip . for wammty wo.dc at 

retail ratcs.1~ 

Also while it Is true that the manufa turcrs have , arranty 3h1TOOTnents with their 

dealers:, the Alliance fad to note that these agreements ar- not arri cd at Chrough. 

negotiation witb the deaters. Rathe:r they are contracts of adhcsio~ forced upon b. 

dealers by the: manufacturers. As a result. dealers cum..--ntly have no ..,ay in the amount 

thuy will b •· r- iml>u:r:sc-d fot performin warranty wor.k the- manufacturers requir that 

dealers pro idc. the proposed amendments attempt m leve the playing field by allowing 

dealt-rs Q char:g for ~ and service at th same rates charged by dealers to a:U of their 

eustomcrs. Additionally, rn~ufactw:ers refusal to pay standard retail rates ull'imatcly 

results in Alaskan. customers · ubsidmng th • cost of dcaJcr s 'rvic ~ o-rk. Meanwhile 

manufacturers ~ :pL-nd lba moxi • in o het tat~ where manufacturers are required to pay 

retail rntcs. 

And while it i also. true that manufacturers do pro ide deaJers \ ith substanti.al 

S(,-rvicc work. it is not. bue in Alaska at east,. that manufacturers supply dealers ith the 

majoijfy of their se£V·ce work. Io Alaska the ~tio is approxima el. 50% \ an-anty work 

and 50% non- arrant., ork. 'the. Aflumc • ai$0 fails tu :rooogni.Zc tha whiJc 50% of the 

service work is warraniy~ those customers who require wamwty work often fool 

inconvcnicnocd and unsatisJiod from the outset. because they m:-e having to bring tbeir 

vchi.clc ill bec~e of a manufacture recall OI equipment failure, rather than for routme 

$el'Vi ce work or a failll('e cal;lsed by th,e customet:. 

TI1e Alliance aJso fails to teeogn.ize how e-xttem.ely xpe.nsive it i for· Alaska 

dealers to pcrfonn an-anty wc)rk., Th • manufactun.-rs require that dealers pro ide 

extensive training to .service personnel~ who for the most part must be sen to tb.e Lo, er 

w lftcludin!li for example: Ambania., Arkans:as CahTomia, Florid~ Ot:or~~ Ila aii Ic:falw:, nlinoi:s, 
Kentu ky Louisiana M$Yland Micbig~ Mi'ssouri, Montan.a., Nebtas Nevada, e- Me. ·oo. ew 
York ortb Caroli~ North.Dakota, 0.hio Oklahoma, Oregon, P-ennsyl ania Texas, Ufab; Vermont, 
Vi1gmi·, Wa ·filogtM; Wi co - ·in, and West Virginia. 
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48 for training~ at the pcnsc of dcal&tS. anuf:acturers also rcqujrc that dealers 

purchase expt,'11Siv ~ special tooTi, ke.ep and Jllamtain mountains of paperwo,~ consult, 

with manu(acfuR~l5 representatives befi re JX,~.fi rm.ing repairs without being 

compensated for thi tim -:) and impose additional requirements which make it extremely 

cxpeus·ve to pro ide customers With warrant service. t\nd yet manufacturers typicaJly 

pa: Alaska dealers approximately 70% of thejr tan _ ard retail rotes for waminty work 

The proposed amendment..-;. allow Alaska dealets to be pruJ fairly for the work they are 

required t.c.) pcrfonn- fixing manufacturing defects. 

Furthennore, the Afaska parts and :mticc bu.sine · · i higltly ooIDpetitive. In fact 

independent, third-party servfoers can pmchase wholesale parts from warehouse 

dhcributors lik · MOPAR or AC Delco for a price I thao charged by the manufactun.--r. 

Cont>Cqucnlly dealers do not ha e unfettered discretion to arbitraril raise rclai1 rates as 

·fbis, \: ou1d only cause service cll$tomers to t:ake their business o-.independ nt .crvicc 

facilities. There is. no risk that dealers wil1 rai: .. th ir retail rates if tbe proposed 

amendment i · enacted. Tbis is upported b~ the fact that at least 31 other state& rcquif 

that manufactu.ters _pa retail rates for wammty work. 

The bill seek: to establish a blgb.er cost for the manutllctun..-r in doing business in Alaska. 
It then goes on o say that d~pite an Al ka-spec 'fie law that raises. costs~ the 
manufacturer must distribute that cost across the oountl)' ratJu,,- than having the <>ptio11 to 
hav, a surcharge fo,: cars . old into Alaska. State shouJd not pass r~ s that benefit in~statc 
inter · ·· ts and then pass th costs for them onto other- states. --- ----------

Section 45.25.200(1) imply pre.vent-;, a manufactuttlr from trying to recoup ftom 

the dealer th .. oos.t of paying for warrant r 11airs at retail rates by 'making a e~e 

charge, surcharge or other imposition'" against the dcalc.-r. Obviously ~· a general matter 

manufacture:rs' cost o 'peyiPg dealers for warranty work is included in the price ofth.eir 

vehicles, SQ thfa e<>Sl i$ :prcad throughout the nati n. Sub tti.on (i) would not change this 

expense allocati n. 

ALASKA AUTO DEALERS' ASSOCIATJO . 
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-
Another prob.fem, can be found m u), which would alt >w ~onoet:fi 1,ed. cch.ni:cian to 
perfonn a repair yet the deal-er can still bill ili manufaclUI(.""t as if they W\.ro cvnificd 
t~cbnj faos if ~ey. are.. oode the upervi ion of a certified. technician. (SB 4 7 
4S.25.220(n:) 

In many Alaska markets, there i$ a shortage of certified technicians. · ibis can lead 

to a delay in performing repairs~ which adversely impacts constuncrs.. The revision 

represents a. common ensc s()lu ion to this probJcm~ ·ince it allows a nonccrti6ed 

technician to P"-"tf nn tl)e .:e,air; provided the noncertified technician is supervised by a 

certified teclm.icia.o, o a servfce manager. Thls approach is nQt a radical departUte from 

the nonn and in fac½ some manufacturers already allo no.ncertiflcd technicians to 

perfomt repair$ ·r n~ and if . upetvised by a certified technic:an. This provision 

bt..-ncfits c-0n.:wnL"B r.illi arr- than d£alctS,, sine • having to US'& both a ooncertified tecbniciw:l 

and a. cortified technician on the $:3.m · repair i$. more cootly to the dealer and tbe dealer; 

does o.ot get re.unbursed for this additional e pense by the manufacturers.. Additionally, 

allowing this practice often results in higher e11stomer satisfaction i.nce there is. no d ·la 

in er-vicing the vchiefo. Olhcm ·se,. customen:; mu..'it wait until a certified technician js 

a ailab.fe. 

: Section 15 incen.tiv.izes abuse and sloppmess. in other way . For example, (s would 
require manufactllrol8 to pay dealer warranty claims even if th dealer did not follow , 
proper. pwcedu~s or repaiting the vehicle or fillin out the claim. .SB XX 45.25 .20 · 

S~lion IS. does no create a license for Alaska dealers to charge for repairs that 

arc improperly performed. Rather the subsccti.on, s-peci6cally provide that a motor 

vehicle dcafor is t."'lltitlcd to payment for warranty work only if the dealer can dcmooitrate 

that th~ repair wa.~ needed and that the rcpait wa.~ properly pe;rformoo.. Since the epair 

must be propcd pett,~.ed before the dealer gets raid .it Is not at all overreachlng to 

require that th manufaclun.T pay :br the cost of the repair. Additi naUy there j , uo 

incentive for the dealer to perform anything less than excellent wodc due to reputation 

ri le and the ern,pb~i ma.nutactucers place on CU$tomer servic , and f tentioo. Wh.at the 
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p opos.ed amendment does do is prevent manufacturers from raising "technicalities~~ 

(suob as where a lechnicjan iu.adverteijtly forgets. to initial a repair o de.r) as an excuse for 

not paying a deal -~ lor a propql pctfo;n:ncd wanaot rcpa«. 

Finally, Section 15 addresses ho-v eonsumtE:S that are m.oro than 100 miles li<>m the 
closest dcalt.-rabip can rccciv · waro\nl.y woik [I their vehicle. (v would allow a deafer to 
ammg • for ail independent technician to perform the warranty wor~ and then the 
manufaetuTCr mU$L P3: 8let dealer. Sccti I~· of tbis bill would. actually prohr1>it the 
manufacturer from doing tbi -functio~ hicb ~ ould gi\t • the dealer total diser(.,1i0o in 
choosing (be tltitd party repairer: 88 45 45.25.22()~) 

This provJsion ~ intended to address a. problem which is ome~ hat uniqu -. to 

Alaska. There are many, man location. , in Alaska,, both on, and off the road :yc. tcm 

where a manufactur.er-allthorized service facility is not a ailabfe. So if an Audi breaks 

do-wn 1111 Tok, th con&W)).er must l ave the vehicle towed to Anchorage or Fairbanks for 

ar:ranty serv-ioe~ e n if lhcr ~ is a tocbnician in Tok who j q\13lificd to perfonn the 

repair. In fact; some manufaci.un.'IS only pro idc for Q.Jle.-way towing, wb..icb means that 

the custon;ter i .respons:ble for the cost of getting the« chicle back to their home. 0th. r 

manufacturers for exampl.e GM require that if a deafer p:covidcs a tcpJac¢men vehicle 

during service the dealer rent a OM ebiole to the cm· <>mc.-r~ or th dealer will no b 

rennbursed for th~ cost of providing th.c rental. Again .. in Alaska, tbi is particularly 

troubf.esomc in ·that. in some locations there may not b · a sumc· ent qtlaJltity of vehlcles o 

meet demand, especially during the tourist season .. 

The proposed am ndment would allo a franchised dcalcr O· make arrangements 

to have. the repa.i~ perfonned locally, eliminating the need for a tong to ~ and pre :mling 

a long delay in. getting thevehicJerepaired. Addition.a.Uy; lRc proposed amendment saves 

mtmufactun,~ mcmc_ 0111 towing costs shippil)g costs and rental car reim.bursementsA lf 

the local tcdmici.an, e-an _ptol' d: ~orm the l'epairs there is no reason '\\'hy the customer 

Al.ASKAAUTODEALERS' ASSOCIATION 
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should b tncon cnicn~ no .is there any reason why the manufacturer ·bould nQt pay 

f<,1; tlt.e cost of performing the attant repair. 2 

Section 15 at•) adds a new ectio o the code, 45.25.2.00. This section would alto a 
deal 1." to con:·idcr- i1se)f con tructively tenninated based upon a reduction in the, ·election 
of vehicle lines. Whether a manufacturer has di continued a line make hotdd no be a 
questi .n of fa.ct for courts lo consider. There arc cfearer wa: s fo trte to address 
oompen~: o in thee entofaline makedisoontinuation. (SB 47 45.25230) 

lo ord ·r to open a franchised automobile dealership dealers arc f'C'l,ui'red by 

manufacturers to buitd or provide facilities meeting manufacturer standards, purchase 

!)-pc<,-iaJ .ools special cquipll)ent, and much more. This .Im run " orth of investment can 

vanish in a moment houJd a manufacturer decide to elimina • a product line (such as 

GM did with Oldsmobile Pontiac,, and Hummer; Chrysler with Plymouth· Linco1n with 

Mercury· and oyota ith Scion).2J Since manufuctu.rcrs e cp •essly dictate what theK 

dcalea: · must pU[(;hase in order to operate a franchi ed dealership,, it i. only ta:i tbat a 

manufacturer who chooses to elinunate a product line should be required to provide 

tenninati n assi ~tancc to thee ected dealer. 

SECTION 16: UNFAIR .PRACTIC'.£8 

(1-3) These, subsectioJ1 seek ftol prohibit a. manufacturer from. s Hing to dcafo. at 
different prioes. 1lae problem i that this ptohibits vai;i us incentive programs such as 
those for salt"$ performance Qr lo.vi otory. . hese three subsections harm good dealers .. 

ubsecf ons I and 2 ha. e to do with the initial sale of the motor vebi4;le, parts 

accessories, equipment or other items. Th · price charged by the manufacturer must be the 

20 Tl should be noted~~ bcp the deale chooses the remo . repa·rfacility, it is. ti11 the dealer who 
carri ·s the ~k on rc~rf. '{ll~ tho d le · · 3S v :t u>.teres ed iii choosing competen repair fac'lity. 

li At Jc:as one dealer in Al "a all 5 of the disco tinued GM lines after investcng heaVtly in the 
bw.;n, st<> supf)Ort hose Ii . 
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ame for each ftanclilse4 dealer. This .s fair and is routinely required by most state 

~duse laws.22 

Subsec ion 3 pre rent .. manufacturers from unreasonably excludi.ng Alaska dealer$ 

ftom part'rci_pattlig m in.cfflti.ve programs available to other dealers, by imposmg 

economically burdensome particjpation. requirements. As an exrunpie, Lin.com requires 

that AJas.ka dc.alcrs ell a ct,:tain, numbt--r of return~ leased Lincolns in <>rdcr :to 

participate in a vtTY aluablc dealer incc..-ntive· program. ~niis n.-quircmcnt is imposed even 

tbough th.ere ai:e virtua11 no, le-a..'ied Lincoln: in Alaska So, in oTder to parti ipatc in ·fhc 

inc~-ntivc pr<>gratn~ Ala.$ka dcalcts ha: to buy a returned teased li.ncoln io the Lo er 48 

shlp i to Alaska, and! then sell it Obvious! it ls .not always fmancially feasible to do 

this and as a result Alaska dealers are excluded due solely to geography from 

participating in ina.~ti c programs ~hich ar ~ availabl to other deal rs nationwide. 

( 4) These, sub ection seeks to allow dealers to know more about a manufacturer s method. 
, for allOOltmg vebicl~- The state should be coru;~med tba. this. fanguag could be ~ to 

fon:e disefosure oftrade soorets simpl,, he.cause the dealer·~ ouJd like to knov more abou 
th manufactutet~s allocation strategy, 

Subscclit)n 4 prohibit$ a manufacturer from engaging in an arbitrary aUocation 

p ocecss~ For c: am.ple, manufacture sometimes r~uirc that a dealer buy a certain 

number of OD.e 01.Qdel of veh.i cle in order to, obtain an allocation of mote desiJ:able 

ehlc1es. This can teqt ire) for example, that. an Alaska dealer buy a Qettam number of 

TeaF wheel dri e convertibles" in order ,to obtain a Tca..wnabJc. allocation of iom-whccl 

drive "UVsr And, as previously noted allocat·on monnation ··s al.ready pro~~ided to 

dealers. 

(5) 1'hi. sub$ection would pTOhibit manufacturms. from limiting document preparation 
fees in the.,e programs. It would allow dealers to charge bJgher k to memberS. of tb 
militacyf, ~pfoyees., and teccnt,gradoates. 

:a For e.JCample. & ~ ntl:aehed maps, at page 28. 

'tQD, 
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The Alli$1ce is full a: ati that Su,bs c-tion 5 ould not affi fl military or roo :nt 

e-0Jlege grad~Cr poogqt.XDS- The: ubsection i intended to add,,teSS other types of 

manufaeturer sales programs such as the ftiends and fumil "" prog:ram offered b. Ford. 

This program req~ that dealers sen particular vehicles at a set pri.oe that is esmhli, bed 

b the m.a:ri11factll{L--r. Kow ~ver the ptic ~ ~tablishcd b th ,. manufa turcr does not 

generally take i.nt.o consideration the additional cost of doing bu iness in Alaska. Yet 

Ford will not allow it d alerS o· charge uny additional fee to assist dealt-rs in recouping 

the additional cost of doing business in Alaska. 3 ·rhe proposed amendment addresses this 

problem. 

6 : 1bis subSt."Ction Toquires manufacturer. lC> d livc..-r pare of vehicles to the deaJ.e if 
qther dealers are recetv·ng tbe a.roe ~m- This sub-sect on is mo~ · ilexible then it 
hould be. It does not ac~unt for situations beyond the numu:fucturet control. 

This su~tion simpl prvcnts a maJ1ufa:ctnrcr from r-cfusi_ng t deliver a 

reasonabl. quantity of ·cbicl , parts and acccsso.rics to 1h dsaJ,CT units$ the dealer 

meets the manufacturer~s unreasonable demand that it purchase ad ertising displays or 

remodels or renovat0s, ~sting fucilitics. 

(7): ·111is ·ubscctioo would rcqujm ro3J;Juiact(J{qs. t<l offer all models. to the dealer. This . 
subsection is also too broad. (SB 47 - (9)) 

This subsectiOJl docs not apply to limited edition models. It requires that 

manufacturers offer all of its motor vehicle dealers an equal opportunity to pmchase all 

models generally oifered by the manufacturer. 

(10): This subsection would prohibit manufacturers from all'owing anyon.e other than a 
dealer to do warranty rep~. (SB 47 - (12)) 

:n Some manufac urers, ucb ·. ord,, do al lo-. a minim um documentation fee, but this fl is 
approximate! haJf, otthe fce3 typiC31 y ch~d in A 'bslca, ~nd does nQtCIQVCli 3.0 CQSts-
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This provi ion does o p ohibit manufactnrea ~lrom ·t 'tmlish.ing a ·ervi.ce facility 

(} perf◄. rm repairs fot fleet costomets., mcb. as rentid ~ companies. Rather; the provjsion 

simply requires th consent of th dealer in the pru:ticuJar relevant matket area. This 

provi ·ion is nCC.e8$8.JY l.leealL<re mam1facturers ma otherwise establislt .manufacturer­

owned repair facilities which dfre.ctJy compete wi1h local dealers. This is unfair to the 

local deale~ jnce manufacturers requit:c tbat th local dealcts send tnc,ir · e:,,vi<..-c 

technicians Outside for training at. dealer expense r0quir-c that th deafer$. purchase 

special too~ and imposf; othcI financial bw:d<ms on the dcalGI. ManuJa:ctur.CJ:S shonfd not 

be permitted to insist that d la.lcrS inemr tlu •. -s · substantial costs and then compete with 

dealers m their market are~ .. 

(14): This ~bsectioo seelc- to ru:otect dafe~ from manufactuJ:ex-5. reqwrem n to 
upgra.de their facilities ruuess th same reqwr · ment i impo · di on all dealers. . . .It 
. hould also atl(.)w the m-anufa lurer o m0<,"Jlti vizc dealers to u..w a manufactur<..T s 
teferr:ed endors. (SB 47 - 15 

Manu.factun.'°l'S should not be a11owcd to n.:..quirc. de-a.leis to pc.-rfonn hundred..~ of 

thonsaads of dollars orth of tet10 ations and alterations to a deal.ersbip W1I th 

requirement is both reasonable and imposed on imilady ituated dea ers. early every 

sta .. has omc type of restriction on a manufacturer s ability to require reno :ation.s or 

alterations. Th · proposed amcndml".llts do th same. Similarly~ a manufacturer should not 

be allowed to rc.quifi · a dealer to w · particular vendors to petfot0.1 tbG reoovatio_ns or 

altctatio~- Th· is pa.tticuiady true m Alask.a. where oo manuta.ctw:ers have a iactozy or 

COIJ)Orate Jocati.Qn . ManulacturcT$. havo absolutely no familiarity with focal vendors and 

dealers should be allowed to us~ local qualified vendot who offer tb lowe$t p.rice. Thi 

al.lows dealers to make renovations o altera"· OJlS with.out a svbstaPti.al unneees ai:y 

financial hardship. 
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( l $): This ~ubsection restricts the manu.f3etmcf abUity o :,eek c-0ndi1 1l$ on site control 
agreements. and requirt~ i'mprovGtncnts tQ.fatHitic , Thi_s edion 1s needlessly restriotlve 
and talces away a. valuaf?I · tool 'that th mant(at:turc{$ lla : t<) uo m:e- tba their brands are 
ad~uately re_pi:~~(ed and that customer.s, Ila e:picasant stor~ to 1hop in~ (88 4 7 - ( 9)) 

This provision is in hamion with other cla.USGS of the statute that prohibit 

roanufuctu.rers from withholding, their consent to sale, transfer~ f ·location or Ten wa1: 

without meetiog cGJ;taitt tatut<>zy requiRm.ents. Like many other states this provision 

prohibits man-uf-acturers &om. cncctivcty mandating that a dealer eotex into site 

agreemc.-nts or tha a dealer tl.1c:ir temodcl its. f~iliti · . Instead s·te co trol agreements 

must be negotiate~ and cannot be required as a condition oftbe .roan_ttfactn.ter consen :ing 

to tbe transfer, relocation or renewal of a franchise. 

(19): this \ oufd. pr<>hibit manufactw, fS ft<>m conditioning a dealer's new or !Me ed 
franchise agftttll~llt ,on a commitmen by that d.eaJer to -not protest an additional •Qr 
relocating dealership. This is anoth ;r exampl of this bil1 seeking to mak d~e 
network UD~asonably · id. {SB 47 -(20)) 

Given th • unequal bargaining power between local dealers and 

national/intemationalmanufacture~ many manumcturers condition renewal of franchi 

agreements on the deaJer>s. waiving their right to protest relocation or addition of new 

deal 3S and/Qr remodeling 'the Gxistiug dcalClSbip-This places tiei dealers in the ituation 

of 1t>&ing their lifetim investment r con"de to the manufacturer s demands. Th.e Bill 

seeks to resolve this inequity and is in accordance with th . la\i of many -Other stat~,, as 

e idenced b · · too attacbod maps.. "' 

(20): This subsect~on seeks to limit toe man.u.factm:er~ aoil,i.ty o change the capjtaJ 
structure ,of dealershlps .. Man-ufacr~ must rely on their dcakT$.hips being stable ~d 
able o borrow effectively. Manufacfuters should have input into the capit~ s1ructure and 
fuianoin ht theitdealernct '.Ork. SB 5 - 21)) 
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If the d~er is at all tim~s. ruceti.ng @aSonable capital requirements~ there is ao 

reason why mrutufaotllrets. houtd be aJl4\Y<.-d, tQ a.tbftmily and! without ~son, req1lire a 

dealer to cha.nge. its -capital lructuru. The pi:; · p<>scd am~udment still allows a 

manufa:eturct;' to rcqui,/ cha.Jlg " fl.en, fl:te dealer is ot meetin,g reasonable cap.ital 

requltcments and does .not binder manataeturer' s ability to ha c ~asonablc illput and 

oversight of th capital stntcture of dealerships. Many states have substantially . imilar 

pro isions. 

23) £ ic:21]: This ubsection ery tmust;tal! and,. if read literally. it would create edous 
constitutional takiug$ cJaus - issues . . . . It t eatltely unreaso.o.aofe for this, bill to say that 
manufacture.rs ma ne er ru .e th rfoc of th ~ products. SB 47 - (22)) 

This provision does. not prohibit manufacturers from "'vcr nii·ing the price Qf 

p.!ioducts. Instead, this Bill, similar to th. majority of other stat~ prohibits a 

man.ufactw:er uom ra.tSing a ehicle-' prl.ce after a. dcallT places an order fbr the vehicle 

based on a sale to, a retail or floot cus omcr. Another limitation is that the ordel' must be 

mad before the mannfact(lrcr p -0vides the dealer with a written price increase 

notification. This. pro i. ion, instead o:f prohibiting puce mer-eases across. the board only 

pr<>bibits a pa:ic · in,c.l'e-ase in one very narrow situation-after the dealer bas placed the 

ordcc based on a ale to a cus omer and before the deafer recei ed notification of th · 

increase. 

(23 ). · 'bis . ubscction scek-i to dc6nc wh,m manu(actmrers rou..g mdemoify d alers. This • s 
un11~acy because francbi e contracts already have well-defined indemnification 
clausesA. S8 47 24. ~ 

11ri prov·, ion. dOC$ o. . lead to an unreasonabl ~.pansion of inde_mnification, as 

the Alliance su_gg.'CSts. Instead~ it clearly codffies for all dealers the t o situations in 

which the manufacturer must indemru~ a dealet--{l from a oourtjudgm.ent fur damage$ 

or a settlement if the mamt{.~w.rer opprq\J the. • ttkment and ( where applicable law 
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or the ftancbis~ agreement so requires. Many states ha ·e ooddied indemnification 

provisions and· this ,cod.iification recognizes the unequal bam,ain.ing powe,r' •Of the parti . 

Because ftanch.ise agreements are adhesion contracts ("take it or leave it») dealers may be 

forced to ai e ind~mnifiealion ot have no ability to negotiate for indemn.ifica ion. This 

Bill seeks to protect 4~t r. from walving aJt th ir lnd mni6carion rigbts. 

SKC-fION :2i: SCHEDULE OF COMPENSATION 

This section sets a price tloor in pt,'tl)Ctaily for the dealer s compensation. It says that the 
chedule ot copipensa,tion ma not be less thall i was. -on the da before the effc.ctive date 

of this bill. 

This provision s«ks to prolul>it maauJacturers from rushing to reduce x.isting 

comptmatfon seftcdulcs. b ~fore th Bill gets nactcd. 

CONCLOSIO 

I would appreciate the opportnrucy to discuss these matte.rs with yo~ and I look 

fon a.rd to construct' e e.n.!agement and a helpful dia!ogu on these issues. Please feel 

ftee to contact me at alas aHm@mao.com. 

ALASKAAU-TOD'EALERS ASSOCIATIO 
Ri:J.pon e tu 11.lliunct: Comment 

Tim Toth 

Pr.esideot, Alaska Auto Dealers A ·sociati(m 
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Ralph C. Seekins 
President 

February 20, 2017 

The Honorable Senator Kevin Meyer 
ALASKA STATE SENATE 
State Capitol, Room 103 
Juneau, Alaska 99801 

Dear Senator Meyer: 

ekins 
FORD • LINCOLN 
Since 1977 

Re: Senate Bill 47 

1625 Seekins Ford Drive 
Fairbanks, Alaska 99701 

Thank you for introducing Senate Bill 47. Please be assured that our 120 employees, their families, and I 
recognize the importance of this bill and unequivocally support it as introduced. 

During my tenure in the Senate - particularly while serving as Vice Chair of Senate Labor and Commerce 
and as Judiciary Committee Chair - a thoroughly researched and supportable bill was very appreciated. 
This bill falls securely in the spirit of what we were looking for at that time. 

I have personally read and re-read (several times) the current draft of the bill and, in that process, 
carefully and exhaustively compared it to dealer franchise laws in place across the country in other 
states. Clearly, the final product you introduced deals with concerns that have been addressed in 
various forms in other states - sometimes in many years past and sometimes not so long ago. That 
research re-confirmed my opinion that Alaska has lagged far behind the other states in addressing the 
vital matters contained in the bill. 

This bill clarifies the relationships between manufacturers and dealers in many ways. For example, this 
bill requires a manufacturer to pay the dealer for covered repairs if either the owner or the dealer 
discovers the defect. There is a history of some manufacturers denying payment for dealer discovered 
repairs, i.e., if the owner didn't complain, the dealer shouldn't fix the concern. 

It also requires manufacturers to compensate dealerships for the time it takes to diagnose a concern 
and for the time it takes to forward information for approval prior to beginning the repair. Currently, 
there are manufacturers that refuse to pay for diagnostic time or for the time to document concerns or 
to speak with factory representatives prior to repair. Hence, this bill provides fair compensation to the 
technician and the dealership for manufacturer required processes. The owner is the eventual 
beneficiary of this provision. 

The bill also provides that a dealership can allow a technician without certain certifications to perform 
repairs under supervision of a certified technician or service management when the owner would be 

1625 Seekins Ford Drive - Fairbanks, AK 99701- 907-459-4000 



delayed more than one business day before a certified technician is available. The owner benefits 
because the vehicle is repaired more timely than otherwise. 

There are more, and I am will ing to step through the provisions and their clear benefits during any 
hearings you have on the bill. 

Then, as an elder dealer in the state of Alaska that is looking forward to handing down our family 
business to the "boys" in the family, I appreciate Alaska adopting clear and fair succession provisions. 

Aga in, Senator, I really appreciate your efforts on this bill and unequivocally support its passage. 

Sincerely, 

Ralph Seekins 
President 
SEEKINS FORD-LINCOLN, INC. 



February 18, 2017 

The Honorable Kevin Meyer 
Alaska, State Capitol 
Juneau, Alaska 99801 

RE: Senate Bill No. 47 

Dear Senator Meyer: 

CHEVROLET 
OF SOUTH ANCHORAGE 

My name is Jamie Turner and I am a general manager for Lithia Motors who serves as the executive 
manager at Chevrolet of South Anchorage and reside In Anchorage, Alaska . I'm writing this letter in 
support of SB No. 47. This ls a comprehensive bill that fairly expands legislative protections for 
automobile dealers, consumers and dealership employees. 

Representing ·a dealership owned by a publicly held and traded company (NYSE: LAD), there are sections 
that do not relate to my day to day business. However, I fully support the language in the bill that gives 
family owned dealerships the protections they deserve, specifically related to unwarranted terminations 
and succession plans. My business, consumers and employees will benefit most from the provisions 
related to fair compensation, reasonable warranty terms related to Alaska conditions and audit 
limitations. 

Alaska Is one of the last remaining states to pass a bill like SB No. 47, which creates a fair playing field 
between the manufacturer and automobile dealers. There are two sections which will affect my 
business the most: 

• Section 15: 
o Will allow dealers to charge and collect labor and parts at retail for all warranty work 

performed, as well as limit the consumer's responsibility. This will allow me to pay my 
most skilled technicians a better wage and limit the expenses forced onto the consumer 
to transport the vehicle to and from the dealership for warranty repairs. 

o Will limits the time t hat a manufacturer may initiate a claims audit. 

• Section 16: Will prohibit the manufacturer from selling parts to a third party distributor for a 
lower price than offered to a dealer. This will allow me to stock more parts inventory and 
become less dependent on third party providers, which makes repairs more efficient for the 
consumer. 

I appreciate your time and hope you have successful Thirteenth legislative Session. 

Anchorage, AK 99516 

9100 Old Seward Hwy, Anchorage, AK 99515 • (907) 365-8600 l!LlntlA 



lllllllTHIACHRYSLER JEEP DODGE 
~ OF ;'~.N CHCJRAGE 

February 20, 2017 

Dear Senator Meyer, 

The wording contained in SB47 is very important to protecting local 
companies, Alaskanjobs, and our comr;mnity. The manufacturers are 
concerned with global forces and Wall Street. They know very little about 
Alaska's economy, Alaska's people. The local franchisees, the local dealers, 
are the ones supporting thousands of families, contributing to local schools 
and charities, and who have invested their livelihoods in support of long . 
term positive growth for our state. 

In the past, our laws have sought a level the playing field, address local 
needs and to protect the lesser party, and that is exactly what this bill seeks 
to do. The manufacturers have almost unlimited resources and without 
legislative protections, local businesses and the livelihoods of the Alaskans 
rest with the decisions of the manufacturers. This bill provides regulations 
protecting consumers and local businesses which are standard in most states 
and which have yet to be addressed in our state. 

The industry regulations which this bill addresses and for good reason. We 
have had a manufacturer charged us back more than $120,000 for rebates 
which the customers received, because we didn't cross our T's or Dot our I's 
as a example we have invoices showing the customer purchased signage on 
their vehicles and received the appropriate rebate to account for the signage 
but we did not have proof of payment the manufacturer charged us back, not 
the consumer and nowhere in the rules does it state we needed to provide 
such proof. Under these conditions, dealers are uncertain what work or 
rebates they will be paid for, and if they are paid, they don't know if the · 
manufacturer will construct an arbitrary reason to charge the dealer back. 

Manufacturers do not treat dealers the same. They can provide additional 
inventory to the dealer of they choose, subsidizing that dealer by paying 
them hundreds of thousands of dollars in extra incentives for the additional 
sales the dealer made using their own allocation process. The competing 
dealers could have their franchise terminated for not attaining their market 
share of vehicles which they did not receive or allocated. Without this bill, 
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auto dealers which have been employee local Alaskans and serving the 
community since statehood, can be eliminated by the manufacturer without 
cause. 

In closing these manufactures self-interests have too much control over our 
local businesses. When the manufacturers are allowed to have this much 
legal control without oversite, dealers are in jeopardy, the consumer will pay 
the end cost, local businesses lose. We are asking for your support, and with 
this bill, you can bring .fairness back to the market and ensure local jobs and 
a stable economy we desperately need now in Alaska. 

As a lifelong Alaskan I am asking for your support of this bill and on behalf 
of the Auto dealers of Alaska and all the employees our future depends on it. 
Th nk you for your support. 

~• IS 

Genera: Manager 

Lithia Chrysler Jeep Dodge Ram Fiat of Anchorage 

9600 OLD SEWARD HWY, ANCHORAGE, AK 995151 T [907] 868-9300 IF [907] 868-93661 VISIT LITHIACHRYSLERANCHORAGE.COM 
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February 20, 2017 

The Honorable Senator Kevin Meyer 

Alaska State Senate 

State Capitol, Room 103 

Juneau, Alaska 99801 

Dear Senator Meyer, 

RE: Senate Bill 47 

2610 S Cushman Street 

Fairbanks, AK 99701 

(907) 452-1701 

I am writing to express my support and solicit your support for Senate Bill 47. This bill addresses many of the 

inequities in the relationship between dealers and manufacturers in the automotive industry, in Alaska . Our state is 

behind the majority of the country in the passing of this type of legislation. Our late arrival, as a state, to pass similar 

legislation should have provided ample examples of the value of this bill across the country and lend to the validity of its 

content and value for the people of Alaska . This bill provides protections and remedies that will allow us, as new car 

auto dealers, to better care for our customers in our state, provide stable footing to pass on the efforts of our work to 

our successors or heirs, and give us a level playing field against unfair practices. 

I am a new owner of a small Nissan store in Fairbanks. I am proud to be one of only 7 remaining Alaskan owned 

new car dealerships. I will labor to succeed as a dealer and hope that my efforts may be passed on to my children (4 th 

generation Alaskans) should they show the interest and aptitude to succeed me in my business. If I am successful with 

my store and see an opportunity to grow my company, manufacturers may obstruct my efforts to purchase additional 

brands. They may also obstruct my desire to pass those stores on to my heirs. I believe that it is worth noting that most 

manufactures own multiple brands. ( Ex. Chevy/GMC, Toyota/Lexus, Ford/Lincoln, Chrysler/Dodge.) Clearly 

manufactures see the benefits of owning multiple brands. This bill would give us greater protections in the event that 

we as dealers, follow suit. 

Manufactures can require upgrades, that if not completed, decrease my ability to compete with larger more 

liquid stores. Currently I am being asked to paint my shop floors. This enhancement to the shop would quickly be 

destroyed by studded tires. The floors are to be inspected twice per year to maintain eligibility for additional funds from 

the manufacturer. The cost for this work exceeds the amount of money produced by my service department in a single 

year and will not last a year. Even if I were to repaint the floors twice per year, it is not financially viable to heat the shop 

to a temperature that would allow for timely curing of the application in our cold winters without shutting down our 

shop for and excessive period of time. All of these things put my franchise at risk. 

I strive to provide world class care for our customers here in Fairbanks. Our arctic winter temperatures provide 

significant challenges. Our winter temperatures create large amounts of warranty work. When the cold weather strikes 

and my garage is full of vehicles needing warranty work. I am dictated to by the manufacturer as to what they will pay, 

and how much diagnostic time they will pay for, if they will pay for any diagnostic time at all. The capacity of my shop to 



turn a profit is materially challenged by the decreased rate we are forced to accept. This provides a management 

challenge. The challenge is to remain profitable while suffering some of the highest energy costs in the country and 

balancing the need to properly diagnose a problem to correctly fix a customer's vehicle with the lost revenue to do so 

resulting from the manufactures discounted rates and policies. 

I can provide examples of how each section of this bill is needed by the dealers in our state. In the interest of 

time I will simply state that this bill, as it is written, is in the best interest of the people of Alaska, both dealers and 

consumers. It is my hope and request that you and your colleagues vote to pass this bill. 

My sincere thanks. 

Lester Nichols 

Member Manager 

Fairbanks Nissan LLC 



February 6, 2017 

The Honorable Kevin Meyer 

State Capital Room 103 

Juneau, Alaska 99801 

Dear Senator Meyer, 

.._,nDEft'.IIAII 
,. AUTO ClftTIR 

8725 Mallard Street• Juneau, AK 9980 I • (907) 789-1386 

I am an automotive retailer in Juneau, Alaska. I have over 40 years' of both retail and manufacturer 
experience and I am writing in support of SB 47. I have been a member of the board of directors for 
the Alaska Auto Dealers Association since its inception and served as its President. In addition to the 
Alaska Auto Dealers board, I sit on the board of directors for the National Auto Dealers Association. In 
1999 I was named as the first Alaskan to receive the Time Magazine Quality Dealer Award. 

I along with my partners operate Mendenhall Auto Center here in Juneau. We have been in business for 
29 years, are the oldest Chrysler dealer in the state, and now represent five manufacturers in our 
community. 

Because of my tenure in our state I was involved in the original dealer bill that was created over twenty 
years ago. That statute has had minor modifications over the years, but has not kept current with the 
issues facing both dealers and consumers today. 

The first comment that may come from anyone who is looking at this type of legislation is "why does the 
legislature need to be involved at all?" The answer is quite simple as federal anti-trust regulations 
prohibit new vehicle automotive retailers from organizing to negotiate with vehicle manufacturers. 

New vehicle sales and service agreements provided to retailers by manufacturers are unilateral 
contracts (i.e.; take it or leave it). It is for this reason that dealers must look to the Legislature to provide 
reasonable relief for what may otherwise become unreasonable demands. 

Further, the manufacturers tend to broadly interpret the agreement to favor their current desire or 
business model. In certain instances, programs and policies may change on a whim or simply with the 
change of upper or middle management. 
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SB 47 is not unique legislation. Most, if not all the items proposed in SB 47 have been enacted in other 
states. Despite what may be represented by the Automotive Alliance thi_s bill is not breaking new 
ground. 

There are six areas S847 serves to address: 

1. What constitutes good cause for termination or nonrenewal of franchise agreements by 
adopting good faith standards for the manufacturers, including reasonable performance goals 
and supplying inventory. 

2. Updates notice requirements in cases of termination or nonrenewal of franchise agreements 
and sets procedures for returning inventory to the manufacturer, including vehicles, parts, and 
signage previously required by the manufacturer. 

3. Establishes procedures determining fair compensation to dealers for warranty work, governing 
manufacturer audits, and allowing dealers to provide warranty work for consumers over 100 
miles from the dealer or not accessible by road. 

4. Establishes procedures governing succession planning for dealerships. 

S. Provides terms appropriate for rural states rather than large urban centers governing the 
establishment of new and relocated dealerships. 

6. Addresses the sale, transfer, or exchange of franchises. 

I wish to make one other point. The Alaska Auto Dealers Association is comprised of both new and used 
vehicle dealers. It is often perceived that these companies are "major corporations" . With one exception 
in our state, these businesses are still family owned and operated. 



February 10, 2017 

Senator Kevin Meyer 
Alaska State Scnat 
State Capitol, Room 103 
Juneau, Alaska 99801•1182 

Re.SB 47 

Dear ScJlator Meyer, 

rd like to express my support for SB 47. Jn particular I'd like to e>.1>lain the 
importance of Section 15 as it applies to ,varranty and policy work and Sec ioo 16 as 
it applies to unfair practices. 

Because we are in Alaska many of our customers are more than 100 road 
miles from our dealerShips or in some cases not even accessible by road. The 
problem arises when these \tehicles that are under \\rarranty need to be repaired. 
Continental has had customers as far a\vay as Valdez and Fairbanks required by the 
manufacture to drive their cars back to the dealership in Anchorage. The 
manufactures contend that the repairs need to be performed at the dcalcrsmp by a 
manufacture certified technician. This is both an inconvenience and is costly to the 
customer. SB 47 simply states that the dealer can arrange to have the repairs 
performed by another reasonably qualified rochnidan where the vehicle is located. 
This is much more acceptable lhan burdening the customer to get their vehicle back 
to the dealership. 

On October 7, 201S I attend d a meeting with Nissan representatives in 
Anchorage. The meeting mairuy covered regional marketing plans and goals. 
During this meeting a Nissan representative stated~ .. grow or go" referring to 
Nissan's stanc that i a Nissan dealer isn·t growing they should get out of the i.ssan 
franchise. This same representative asked me .. Do you want to be a Nissan deal r or 
should we find a new one?" I took considerable offense to this wnsi.dering the 
amount of time. et1ergy and millions of dollars we've invested in our Nissan 
franchise. Nissan's attitude is completely unfair and unreasonable. The 
manufaebJres expectations are in most cases out of the control of the dealers. I 
received a letter dated February 1, 2016 {the letter is hereby attached} from Nissan 

orth America. In the Jetter Nissan recognized that our "year-over-year sates 
p rformanc is below the average of the Northwest Region'". Nissan further states 
that "it is imperative you make the operational improvements necessary to address 
this issue 11. I would argue that our Nissan sale. are down because Nissan 
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discontinued our second highest volume vehicle the Nissan Xterra and the Nissan 
Titan truck is so outdated (10 years Without a redesign) that it doesn't even 
compete in the Jarge~1: segment of the Alaska marke~ which is trucks. Of course the­
biggest factor is Alas~•s cun-cnt sta e of the economy. Year to date we ara already 
considerably behind last yearn sales volume. By my experience the manufactures 
don t take into consideration what sells In Alaska let alone the economic dimate in a 
small m4rket like Alaska. 

With the ever shrinking profit margins of new car sales., the manufactures 
contend that th.ey .. help" dealers by offering bonus incentives if the dealer achieves. 
certain objecti.v~s set by them of course. This me manufactures way of controlling 
what we sell and what ,.,. market. In 2016 Contin nlal didii't achieve any of the 
annual sal~ objectives that Subaru, Honda, A(:ura, Nissan, Mazda and Volvo set for 
us. There are many fdctors that can contribute to achieving these objectives or the 
failure to do so. for instance we didn't even receive enough Subaru inventory in 
2016 to reach the objective that they set for us, All of the manufactures listed above 
have programs that they force us to participate In and thereby control bow much 
inventory we are allocat.ed and how our deal rships should look. Demanding that a 
dealer upgrade- tbe-ir dealership image program in a recession or penalizing them 
because their new car volume is down is again unfair. Under SB 47 manufactures 
may not \Ill reasonably require a dealer to r.emodel or renovate an existing facility or 
thereby withhold new car inventory. 

In 2008 when the U.S. c9nomy was in the midst of the worst recessi-0n the 
country had experi~nced in the past SO years, the automotive induslry was affected 
trem ndously. General Motors and Chrysler filed for bankruptcy and required a 
go ernment bait out to survive. During this time, GM and Chrysler ermin ted 
dealerships with total disregard to the dealers and the p ople that worked for them. 
Warranty work was scrutinized to the point that dealers where being audited by the 
manufactures and penaJized mmionsof doUars b cause dealership p rsonal didn't 
dot an "i" or cross a ~ - It prompted new car dealership associations around the 
country to take ac."tion to support dealer franchise protection t.hrough legislatfon. 
ince 2008, 39 states have passed new car dealer franchise laws similar to SB 47. As 

a member of the Alaska Auto Dealers Association we have been working on this for 
sometime. We feel that SB 47 is fajr and re:asonabte and necessary to protect our 
local interests from corporate manufactures that are becoming increasingly anti­
franchise dealers. 

We gre-atly appreciate your support and sponsorship of SB 4 7. 

Sincerely. 

~~~-
Marten Martensen 
Continental Auto Group 
Anchorage, K 



February 1, 2016 

COntinental Car a nd Trude, U.C 
Conttnentat Nissan of Anchorage 

t l Old Seward Hwy. 
A»cMragc, AK 99503 

RE: Oedining Sale5 Performance 

De r M.r. Ma e11-.o;en: 

lS S'ORtH A.\IERK'A., IN('_ 

fforthwe£t Region 
1.1900 e 1st 5! Suite 300 
eefleyue_ WA 98005 

tis critic.al and in the mutual interests of Nissan North Amcmca, Inc. and rts deaJcrs for the Ni$5Qn 
brand to be represented by a highly wmpetitlvc dcal~r network that is effi dive in both sales and 
~r •atisfaction. 

We are con~ctlng you today because of Niss,m's concern regarding your dealership's y~r-over­
year sales performance trend. As reflected below, your dealership•s y ar-over-year sales 
pmformance rs below the avtmig of the Northwest Region. 

2015 VS. 2014 - SAi.ES DATA 

r-
2014 2015 DEALER REGION 

Total Total %Olange %Change 
5:30 4a:} -ll% +2" 

Accordingly, it · imperative yo.u mak~ the operational improv menls necessary to address this 
issue. Your field team iS vaHabfe to help you in thi$ endeavor. There ls substantial opportunity 
av U be for incrementaJ voJume and profit in your deal rship, ~nd it is in our mutual best inteTest 
that you t.lk step to captur this opportt.mrry. 

Respectfully, 

Josh Bt;1tie 
Regfo al Vice President 
Northwest llcgion 
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February 13, 2017 

Senator Kevin Meyer 
Alaska State Capitol 
Room 103 
Juneau, AK 99801-1 182 

Re: SB 47 

Dear Senator Meyer, 

ALASKAN OWNED & OPERATED SINCE 1944 

I want to thank you on behalf of all new franchised automobile dealers in Alaska for introducing SB 
4 7, a bill that will bring our automobile franchise laws more in line with the rest of the states in the 
nation. 

The automobile industry is a very dynamic industry, in particular from the standpoint of a franchised 
new automobile dealer. We are tethered to our particular manufacturers by a Sales and Service 
Agreement (SSA), a pretty unilateral agreement that, at least with my manufacturer General Motors 
(GM) is consistent for all their dealers. If you want to represent a particular brand, you must meet 
the manufacturer' s qualifications and sign the agreement for that brand. GM's SSA' s are the same 
for each of their brands; there are no negotiations allowed for change by the dealer. 

My company, Alaska Sales and Service, Inc. {AS&S) has been in business in Alaska since 1944. I 
have been employed with AS&S since 1969 and have been fortunate enough with my oldest son to 
now be the owners of the company. It has always been Alaskan owned and operated by family 
business people. AS&S has represented virtually every brand GM has had with the exception of 
Saturn. When GM discontinued Saturn, AS&S agreed to be the service center for owners of Saturn 
automobiles when the then dealer discontinued his business relationship with GM. 

To accommodate the requirements of the SSA' s, AS&S over the years has invested millions of 
dollars in land and facilities, furniture, fixtures, equipment, and our continual employee base of 210-
280 full-time employees. 

As mentioned earlier, the automobile industry is very dynamic and has been through some rough 
periods especially in more recent years. In 2005, AS&S invested millions of dollars in a new state­
of-the-art dealership to meet all GM's facility requirements in the Mat-Su Valley to accommodate 
our Pontiac, Buick and GMC franchises at that location. 

ANCHORAGE 
VALLEY 

1 ·907-279-9641 • l-800-478-964 l • 1300 E. 5th Avenue, Anchorage AK 99502 
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Then, to our dismay, in April 2009 GM decided to discontinue the Pontiac brand worldwide. 
Unfortunately the loss of this successful brand for both our Valley and Anchorage dealerships was a 
big financial blow to AS&S, especially to our new dealership in the Mat-Su where Pontiac made up 
28% of its new vehicle sales. While the existing AS 45 .25.140 has provisions for GM to repurchase 
their branded automobiles, parts, signs, equipment and furnishings that bear their trademark or trade 
name required by the manufacturer within the last five years, and required special tools purchased in 
the last three years, there was no provision for compensation to the dealer for investment in his owned 
real estate to include the buildings and land to accommodate the franchise requirements. 

In early May 2009, GM notified 1,100 of its 6,000 dealers that they were going to be terminated. June 
1, 2009 GM declared bankruptcy. All the GM dealers received a notice stating that if they wanted to 
continue to be a GM Dealership, then they must sign a "participation agreement" for the non­
discontinued brands and a "wind-down" agreement for the discontinued Pontiac line. The agreements 
were to be returned in less than 2 weeks. GM offered a small pittance to the dealers for the "wind­
down" After those notices came out, about June 8, 2009 GM also discontinued the Chevrolet and 
GMC medium-duty truck lines followed in February 2010 with the discontinued production of the 
Hummer brand all of which were accompanied by a "wind-down" agreement. Although the existing 
provisions of AS 45.25.140 and 45.25.150 should have applied to the "wind-down" (discontinuance) 
of the Pontiac, Chevrolet Medium Duty, GMC Medium Duty and Hummer, the provisions didn' t 
apply. 

The manufacturer compensated AS&S - Valley less than $55,000 for the discontinuance ("wind­
down") of the Pontiac brand, all inclusive of all provisions of the existing law (parts, signs, special 
tools etc.) AS&S - Anchorage received less than $100,000 for the discontinuance of Pontiac, 
Chevrolet Medium Duty, GMC Medium Duty and Hummer. In both dealerships, we had invested 
millions of dollars to accommodate those brands. 

Although SB 47 does not address a manufacturers ' bankruptcy, it does have much better provisions if 
the manufacturer discontinues the sale and distribution of a new motor vehicle line on a nationwide 
basis. 

Other provisions of SB 4 7 that not only help the dealers stay on a more even playing field with the 
manufacturers, but also benefit consumers and employees. The most apparent provision is the issue of 
payment to dealers for warranty repairs. At this time, the manufacturers have their own labor time 
guide (a guide stipulating how many hours they will pay the dealer for to perform a particular job), 
which is significantly fewer hours or tenths of hours less than the industry labor time guides for the 
same job done for a customer, non-warranty. This impacts not only the amount the dealer receives for 
a similar job done under warranty, but also the amount that their service technician is paid for the job. 
Dealers are required under their SSA to perform warranty on brands for which they hold a franchise. 
In many cases, the technician performing the repair must be certified by the manufacturer to perform a 
particular service, or the manufacturer will not pay the dealer. Many times the dealers must send their 
technicians outside of Alaska for specialized training, a costly investment in their technicians. 
Additionally, the technician gets penalized for performing the warranty job because it pays fewer 
hours or tenths of hours than a non-warranty repair would pay. 



Many other provisions of SB 47 have been elaborated on in Alaska Automobile Dealers Association 
response to the letters from the Auto Alliance in March 2016 against the 2016 bill SB 197. 

We graciously thank you for your support and introduction of SB 47 in the 30th Legislature of Alaska. 

Sincerely, 

/{~~ 
Diana Pfeiff er 
President/CEO 
Alaska Sales & Service Anchorage and Valley 


