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Calendar
Saturday, January 22
• In Control Advanced Driver Training
North Andover, MA

•
•

Sunday, January 23
• In Control Advanced Driver Training
Cape Cod – Otis

February 5-7
• NADA Convention and Expo
San Francisco, Calif.

Wednesday, January 26
• Lynnway Auto Auction, Lynn, MA
• Southern Auto Auction, East Windsor, CT

Wednesday, February 10
• Lynnway Auto Auction, Lynn, MA
• Southern Auto Auction, East Windsor, CT

Saturday, January 29
• In Control Advanced Driver Training
North Andover, MA

Wednesday, February 17
• Lynnway Auto Auction, Lynn, MA
• Southern Auto Auction, East Windsor, CT
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from the President

by James G. Boyle, MSADA President

Defeating the Barriers to Prosperity in 2011
Overcoming the challenges of the marketplace and Beacon Hill

Y

ear-end round ups of the auto industry seemed unanimous:
2010 was much better than 2009. While we wouldn’t want it
any other way, that’s hardly a sign of overwhelming success.
At the beginning of 2011, we are being eyed as key indicators of re-growth. While the factors in economic recovery are
many, the auto industry will lead the way.
Without a doubt, that’s a lot of pressure. We have the advantage of having emerged from the most challenging period in
our history. Those of us who are still here –some of whom who
had been counted out – are fighters.
We will need to continue and even strengthen that spirit going forward. Issues with GM and Chrysler that loomed largest
among our ranks — and in the eyes of the public — are fading.
The government’s demonization of Toyota has subsided for
now, and hopefully that brand will have a rebuilding year that
makes up for 2010.
If we only needed to worry about such manufacturer issues,
we would have a lot more time to focus on selling vehicles.
But regulatory battles new and old will dominate both Beacon
Hill and Washington throughout 2011.
Some of these issues are broad. The Estate Tax affects anyone who has worked over their lifetime to be able to leave
a business to his or her children. The Environmental Protection Agency inserting new fuel efficiency regulations will also
be an ongoing battle for manufacturers. Other items on the
legislative agendas, however, affect us directly. The so-called
“Right to Repair Act” will likely be back before legislators on
Beacon Hill.
As your Association proved last year, we can win that fight.
But we must be careful that while we as individual dealers
focus on making 2011 better than last year, we don’t lose sight
of the fact that lawmakers are generally out to make our lives
more difficult.
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“If we only needed to worry
about such manufacturer
issues, we would have a lot
more time to focus on selling
vehicles. But regulatory battles
new and old will dominate both
Beacon Hill and Washington
throughout 2011.”
The price of silence is always getting higher. With this talk
of economic recovery, we need to make sure dealers are not
cut off at the knees by new regulations and – God forbid –
taxes. Legislators will continue to see us as easy targets for
such initiatives no matter how important we are to the state’s
economy. It’s precisely that importance that keeps those new
regulations and taxes a constant threat.
This year, if you haven’t ever contacted your legislators or
contributed to our state and national political action committees, please do so. As an Association, we are in the business
of fighting for you every day. But our success is driven by
numbers: your voice needs to be heard as well in order for our
influence to be used effectively.
Many of you, however, have continued to step up to the
plate. Below is a list of contributors who helped make 2010
one of our strongest fundraising years in our history by giving
to our state and national PACs:

MSADA
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DEAC Contributors
* denotes Presidents Club Membership
Christine J. Alicandro*
Reed R. Atamian
Joel Baker
Gary C. Beard
Robert Boch
Ronald R. Bouchard
James G. Boyle*
Bryan J. Burke
Herbert G. Chambers*
Mark F. Chapdelaine
Raymond J. Ciccolo*
Adam Connolly
Christopher F. Connolly*
William P. DeLuca III*
James J. Dillon
Scott Dube
Ann Regan Flynn
Thomas F. Flynn III
Stephen L. Gervais
Richard Gill
Lawrence M. Gordon
Patrick K. Gregorius Sr.
George S. Grey Jr.
Daniel Harrington III

David W. Hult*
Gary A. Johnson
Brian D. Kelly
Lionel M. Lamoureux
Charles F. Long
Nell E. Lorenz
Steven N. Lorenz
John P. Madden Jr.
Anthony March
Alan Melkonian
Robert A. Mirak
Robert P. Moore
Murray Patkin*
Donald F. Pion
Charles K. Ribakoff*
Howard Robertson
Curtis Rodman
Angelo Salvadore
John S. Sarat Jr.
Jay H. Tracy
Charles Tufankjian
Gerard M. Vachon
Richard W. Witcher*

Msada Board
Barnstable County
Gary Beard, Dick Beard Chevrolet

Berkshire County
[Open]

Bristol County
Shawn O’Hara, O’Hara Mazda

Essex County
William DeLuca, Woodworth Motors
Ann Regan Flynn, Regan Ford, Inc.

Franklin County
Steven Lorenz, Don Lorenz, Inc.

Hampden County
Jack Sarat, Jr., Sarat Ford

Hampshire County
[Open]

New Car Dealers PAC Contributors
Gold ($500)
David Abatsis
Christine Alicandro
Ernest Boch Jr.
James Boyle
Raymond Ciccolo
Adam Connolly
Brendan Connolly
Chris Connolly Jr.
Douglas Connolly
William DeLuca III
William DeLuca IV
Dana Goodfield
Lawrence Gordon
Gary Johnson
Nai Nan Ko
Lionel Lamoureux
Steven Lorenz
John Madden Jr.
Anthony March
Bryan Marcotte
Rick Mastria Jr.
Alan Melknonian
Charles Ribakoff
Howard Robertson
John Sarat Jr.
Joseph Shaker
Carl Tasca
Warren Waugh Jr.
Silver ($400)
Charles Long

Middlesex County
James Boyle, Tuck’s Trucks
Chris Connolly Jr., Herb Connolly Motors
Scott Dube, Bill Dube Hyundai

Bronze ($300)
Gary Beard
Thomas Cleary
Alfredo Dosanjos
Ann Regan Flynn
Stephen Gervais
Al Krisciunas
Nell Lorenz

Norfolk County
Jack Madden, Jr., Jack Madden Ford
Charles Tufankjian, Toyota Scion of Braintree

Plymouth County
Scott Shulman, Best Chevrolet

Suffolk County

Other Amount
Joel Baker
Robert Bancroft
Marc Chapdelaine
Jerome Chase
James Dillon
Scott Dube
Patrick Gregorius
William Guinee
George Haddad
Peter Krausse
James Lutz
Marvin Marcell
Donald Pion
Curtis Rodman
Angelo Salvadore
Charles Tufankjian
Jeff Tracy
Gerard Vachon
Todd Volk
John Wall Sr.

Robert Boch, Expressway Toyota

Worcester County
Joel Baker, Baker Cadillac
Steven Sewell, Westboro Mitsubishi

Medium/Heavy-Duty Truck Dealer
Director-at-Large
Christine Alicandro, Marty’s GMC Isuzu

Immediate Past President
[Open]

NADA Director
Raymond Ciccolo, Village Auto Group

Officers
President, James G. Boyle
Vice President, Scott Dube
Treasurer, Jack Madden, Jr.
Clerk, Chris Connolly, Jr.
www.msada.org
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Legislative Action

January is a Great
Time to Review All
Your Paper
by Robert O’Koniewski, Esq.
MSADA Executive Vice President
ithin hours of the completion of
the 186th General Court at the
stroke of midnight on January 4,
the 187th convened the morning
of January 5 for the traditional swearing in of the
members and the election of the Speaker of the
House and the Senate President. In those regards
there were no surprises, as Speaker Robert DeLeo
(D-Winthrop) and President Therese Murray (DPlymouth) were re-elected. On the following day,
Deval Patrick and Timothy Murray were sworn in
to begin their second four-year term as governor
and lieutenant governor, respectively.
Each leader laid out a set of priorities for the
next two-year legislative term, but all had one
point in common – the tenuous financial situation
the Commonwealth is in presently. The Speaker
would like to see, in addition to no new taxes and
reform of municipal health care costs, the commencement of a comprehensive gambling package that includes casinos. The President would
like to address controlling local and state debt as
well as the fundamental cost increases of delivering health care services. The 800-pound gorilla
in the room, however, is the emerging $1 billion
deficit for this fiscal year and the looming $2 billion structural gap anticipated for the next fiscal
year. With a late-January bill filing deadline, we
won’t see bills in print for some time. DeLeo and
Murray, furthermore, will name committee chairs
and appoint committee memberships over the
next several weeks. Regardless of these procedural matters, the state’s fiscal condition surely will
dominate the legislators’ focus from now until the
start of the next fiscal year on July 1.

W
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Dealership Updates for 2011
The start of a new year is a time of personal
resolutions and an opportunity to reflect on one’s
direction in life. Your dealership operations
especially should not escape such scrutiny. The
beginning of the new year is a great time to review
the fundamentals of your business operations and
make adjustments as you see fit. As part of our
services for our member dealers, each month I
field numerous calls regarding employee-related
questions. Most of these can be answered with a
quick reference to our Wage-Hour Guide, which
is available to members on our website, but often
the question also relates to the specific policies
(or lack thereof) at the dealership. As we start
2011, dealers can undertake a number of tasks to
avoid costly employee lawsuits or state actions
in the future:
• Update your employee handbook. Your
dealership’s employee handbook (and, yes, you
should have one) details the policies under which
you expect your employees to perform. Many
dealers, once it was written, probably never
went back to see if the policies are pertinent in
today’s environment. The handbooks should be
reviewed annually by you, your controller, your
legal advisor, and your department managers
to determine if changes need to be made. Our
Wage-Hour Guide discusses handbook issues in
great depth.
• Update your “New Employee Package”. If
you have policy memos you present to your new
employees along with the handbook for signing,
you should review and update these policies
where needed and make sure that everything

MSADA
you are presenting to your employees is
consistent. Also, if you have more than
one dealership, be sure to get everything
consistent on a system-wide basis.
• Update your pay plans for salespeople
and managers. I receive calls all the time
regarding how to handle particular pay
situations. Make sure that the pay plan
states what you intend and that it is in
clear terms for your salespeople and
managers to understand. Our Guide offers
considerable assistance in these matters.
• Review your dealership’s overall wage
and hour compliance. Massachusetts is a
very litigious state and the enforcement
agencies can be rather aggressive in this
area of the law. Every dealership has
done some level of job reformulation and
layoffs over the last several years. Review
your employees’ job descriptions, work
schedules, and payment plans to ensure
compliance. We devote several chapters
in the Wage-Hour Guide on these topics.
• Review your hiring procedures. As
attorney John Donovan of Fisher &
Phillips has stated at several of our
seminars, “The best way to avoid an
expensive lawsuit over firing a poor
employee is simple – Don’t hire poor
employees.” Having a structured hiring
procedure in place and strictly adhering
to it will help dealers screen out many of
these problem employees. But the policies
and procedures are no good if the dealer
does not hold the managers accountable
for implementation and compliance.
• Train your managers. Dealerships
need to avoid untrained managers acting
inappropriately or failing to act when
they should have. Quoting attorney
Donovan: “Dealers can be held legally
liable for the conduct of any individual
they place in a supervisory position, even
if the individual acts contrary to your
policies.” Dealers can lay the foundation
for
preventing
employment-related
claims by making sure managers have
appropriate training in employment law
issues.
As always, if you need additional
assistance in any of these matters, please
do not hesitate to contact me at MSADA.

Doc Prep Fee
The beginning of the year is a perfect
time for each dealer to review also the
amount of his or her documentary preparation fee charged on the dealership’s motor vehicle purchase contract.
In Massachusetts there is no state law that
sets the amount of the doc prep fee. Here in
Massachusetts the doc fee cannot be additional profit but instead, as a fee charged for
cost recovery purposes, must have a reasonable relationship to the costs incurred by
the dealer for the doc prep activities. It cannot include any RMV fees or the EVR fee,
nor can it have anything to do with the Title
Preparation Fee. The Title Preparation Fee
(which is on a separate line on the contract)
has been capped by the Legislature at $5.
You cannot charge a titling fee higher than
$5, nor can you roll your costs above the $5
into the doc prep fee. Any cost you incur
in preparing or procuring title above the $5
amount cannot be passed on to the consumer other than through the gross profit earned
on the vehicle.
Additionally, our AG’s advertisement
regulations require that the fee be fully
disclosed on the purchase contract and in
any advertised vehicle price. Therefore,
the fee cannot differ from customer to
customer, or month to month, nor should
it be waived for any customer. It must
be consistent for each customer. Any
deviation could hold you open to potential liability under the Mass. Consumer
Protection Act (MGL Chapter 93A) and
the AG’s regulations, which include stiff
penalties, treble damages, and attorney’s
fees. Under this regulatory scheme, for
instance, if your ads include a $100 doc
fee, and your MVPC includes a $100 doc
fee, and you charge a $100 doc fee that
the customer then pays, you are OK.
In effect, the fee is a separate component of the transaction and really has nothing to do with the vehicle price. The fee is
a mechanism for the dealer to incorporate
a method of cost recovery for activities a
dealer must go through for each purchase.
Similarly because the dealer must calculate the fee amount by looking at total
transactional costs related to documen-
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tary preparation and dividing that by the
number of transactions, it cannot change
day-to-day, week-to-week, etc. An annual
analysis will determine the doc prep fee
for you. Thus, it cannot be $150 for six
months, then drop to $75 for an OEM promotion, and then shoot back up to $150.
In short, if you are charging a doc fee, be
sure you can justify the amount and charge
every customer the same amount. (You are
not, however, required to put an itemization on the P&S. It is sufficient to have an
explanation available if you are asked by a
customer to justify the doc fee.)
Some states have laws that set the
amount that the dealers cannot exceed,
and some include a statutory procedure
one must submit to in order have the fee
approved. Of the 50 states, Massachusetts
is one of the few that is most open to individual dealership calculation without
governmental approval.

New Features
Beginning this month, we will publish
monthly in Auto Dealer a question which
on occasion has been raised by dealers. It
will run from the mundane to the obscure,
but as my grandaddy liked to say, “Einstein
became Einstein by asking questions.”
Also, in addition to our various legal,
accounting, insurance, and truck columns,
we are adding the monthly report issued by
NADA economist Paul Taylor, who is never
at a loss for interesting insights and analysis.

New Endorsements
Your MSADA Board recently approved
endorsement agreements with two entities
that do business with our dealers: CVR
and Metromedia Energy. In this period of
unstable energy pricing, we think Metromedia Energy will be able to assist dealers
greatly in battling their dealerships’ fuel
costs. CVR already has a healthy presence here and is looking to expand their
exposure into the entire dealer body. In
the coming weeks, be on the lookout for
mailed materials on these exciting partnerships. Welcome aboard to CVR and
Metromedia Energy.

t
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ACCOUNTING
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Warranty Parts Reimbursement at Retail Rates

by
Frank O’Brien
Frank O’Brien is a principal at O’Connor &
Drew, P.C and is director of the internal audit
and fraud division.

Wouldn’t it be nice to have additional revenue without
increasing volume? Being able to charge retail prices on warranty
parts may be just the way. Most manufacturers reimburse dealers
for warranty parts at a rate of cost plus 40%. The average dealer
marks up retail parts at cost plus 70% to 90%. In the past few
years, several states have passed statutes that require automotive
manufacturers to reimburse dealerships retail rates for their
warranty parts. The General Laws of Massachusetts Chapter 93B,

“

It is important to
understand that the
additional revenue
gained from this
process as a perpetual
stream of revenue; not
a one-time deal.

”

Section 9(b), allows for retail rate reimbursement for warranty
parts. Recently some Massachusetts dealers have submitted
applications for retail rate reimbursement and have already
received approval for the increased rate.

The Current Law

The Massachusetts law requires the manufacturer to compensate
the motor vehicle dealer at the rate normally charged to the
public for labor and materials. The rule does not provide much
guidance for the dealer’s method of calculation. However, most
JANUARY 2011
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manufacturers utilize some variation of other state statutes. These
statutes generally require the dealer to submit to the factory 100
consecutive repair orders that include “qualifying” parts. The
term “qualifying parts” is defined as parts that are replaced during
warranty-like services or parts that are typically covered under
warranty. Based on our experience, between 750 and 1,500 actual
repair orders are needed to accumulate 100 “qualifying” repair
orders as a result of warranty, internal, maintenance and labor
only repairs.

The Proposed New Law
MSADA recently has proposed amendments to the state’s dealer
franchise law, and the bill awaits legislative review. The proposed
law would include a specific warranty parts reimbursement statute
that mirrors those of other states. The law will not change the
manufacturer’s requirement to reimburse dealers for warranty
parts at retail rate. It would, however, provide more guidance for
the dealer to calculate the reimbursement. It would also include
a non-recoupment clause restricting the manufacturer from
including a surcharge on the vehicle invoice to recoup the money
paid to dealers through the warranty law.

How It Works
The common cliché of time is money especially applies to this
situation. Unfortunately, this process can be very time consuming.
Due to the labor intensive nature of this project, it typically takes
dealership personnel six to nine months to submit and receive
approval from the manufacturer. The manufacturer must respond
to the dealer within thirty days of submission. The manufacturer
has the ability to reject the submission if material errors exist.
This has the potential to prolong the process. To avoid the delay,
it is highly recommended that an experienced outside public
accounting firm or other professional be hired. This will help
ensure a timely submission with no material errors.

Inside the Numbers
The additional revenue generated will vary by dealer based
on the volume of warranty parts sales and mark up percentage.
Revenue opportunities for various size dealerships are below:
It is important to understand that the additional revenues gained
from this process as a perpetual stream of revenue, not a onetime deal. Once approved, the dealership’s warranty mark-up rate
will increase from cost plus 40% to the approved rate. The law
typically allows dealers to submit for an increase one to two times
per year.
Obviously, this is a big win for the dealer. It is rare for the dealer
to have an opportunity to increase profit margins.

t
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Wheel-off Prevention
By Steven Megee

S t e v e n M e g e e i s r e g i o n a l sa l e s ma n a g e r
at t h e F r am i n g h am R e g i o n a l O ff i c e f o r
Z u r i c h N o rt h A m e r i c a C o mm e r c i a l ’ s
P r o g r ams & D i r e c t M a r k e t s ’ b u s i n e ss u n i t .

Many times we hear “our technicians
would never forget to reinstall and tighten
the lug nuts on a wheel.” However, realworld cases tell another story. Loose and
missing lug nuts have resulted in terrible
car wrecks, severe injuries, fatalities, bad
publicity and expensive litigation. And
the business owners involved probably
thought their technicians wouldn’t make
this mistake—until it happened to them.
In the insurance industry, these type incidents are known as “completed operations” claims and may result in nuisance
or catastrophic claims.
Nuisance claims, such as when a wheel
falls off a customer’s car and causes minor damage after your technician rotated
the tires or changed the brakes, can adversely affect profitability. Catastrophic
claims, such as when a wheel comes off
while your customer is on the highway
and causes a multi-fatality accident, can
cost millions of dollars and put you out of
business.

General
Recommendations
Protect your business by using basic
Quality Control (QC) techniques. Many
businesses wait until they have suffered
a catastrophic accident to implement QC
programs. Review your current work
practices, identify weaknesses and implement the necessary QC programs. Be sure
to address everything from hiring procedures and employee training to job procedures and quality checks of completed
work.
The following guidelines will help you
implement an effective program at your
business.

It starts with people
• Hire the best people you can find.
• Conduct pre-employment and post-accident drug screens. Make sure to consult
with legal counsel before conducting drug
tests.
• Confirm prior job history.
• Verify qualifications – ASE certified
technicians are preferred.

Establish job-specific
procedures
• Develop written job procedures for all
critical tasks or duties.
• Teach them “your way” of performing
the job correctly – it is dangerous to rely
solely on previous job experience and
employers that may have used haphazard
training methods.
• Focus extra attention (training, supervision, etc.) on new employees.
• Provide initial, ongoing and refresher
training on critical job functions.
• If you need help, the Tire Industry Association (TIA) has excellent training programs.
• Have managers or supervisors observe
technicians on a regular basis to ensure
that they adhere to written job procedures.

Develop a QC system
• Managers or supervisors should spotcheck all completed work, especially work
performed on safety-sensitive equipment
such as tires, wheels, brakes and steering
components.
• Technicians should crosscheck each other’s completed work.
• Whoever checks the work should sign
the repair order acknowledging he did so.

Use the system
• Developing a written procedure is imperative. The procedure must be part of
the overall QC system and should ensure
that every wheel that leaves your business
is properly installed.

• The system ensures that a QC check is
completed after each job.
• The system can require that a manager
(or another technician) check one lug nut
on each wheel when the job is completed.
Another example is to assign one technician to tighten the lug nuts on each wheel
to an initial torque setting, to be followed
by a second technician who tightens them
to the manufacturer’s specification.

Remember to include the
following in your QC system
• Thoroughly inspect the studs, wheel and
the tire for bead, sidewall or tread damage.
• Review manufacturer’s specifications
to ensure tires are the proper size for the
vehicle.
• Provide technicians with current manufacturer’s specifications on lug nut torque
for original equipment wheels, aftermarket, custom and specialty wheels.
• Teach technicians to use the recommended lug nut tightening sequence, crisscross
and star pattern, when tightening lug nuts
(different patterns required for 4, 5, 6, 8
and 10-lug wheels).
• If a vehicle is brought in for multiple
service, i.e. oil change, brake job and tire
rotation, require technicians to complete
one job before moving on to the next one.
• Require technicians to fully tighten one
wheel at a time, do not allow employees to
“finger tighten” one wheel and then move
on to the next one. This is a frequent cause
of someone “forgetting” to tighten the lug
nuts on one wheel.
• Use of a dependable, calibrated torque
wrench to properly torque lug nuts is recommended. Calibrated air tools or specialty tool extensions are other options.
• Include a notice to the customer on the
repair order that lug nuts should be retorqued within the first 25-100 miles of
installation.

t
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the TRUCK Corner
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Facing the Next Wave of Congress
by Michael
McKean

We’ve been saying it for three years now, but this
time it may actually stick – “Economic Recovery.”
ATA’s tonnage index reports 12 consecutive months
Michael of
Mcyear-over-year
Kean, Presidentimprovement.
and founder of
Freight rate increases
OCD Consulting, is a lifelong participant and
are
being
announced
by
national
carriers each week.
observer of the retail automotive business.
Used
truck
values
are
up,
and
new
equipment order
Contact Michael at mmckean@ocd.com
intake is rising.
But this recovery remains uneven and fragile. A recent survey of trucking executives reflects concerns
about the ramifications of a shifting political landscape in Washington. Topping their list of concerns is
the impact a reconfigured Congress will have on the
price of fuel and equipment (CAFE, CARB, DERA),
Dick Witcher is vice
operating requirements (CSA, HOS, EOB), and the
president of ATD and
general economy (HELP).
the dealer principal at
Minuteman Trucks, Inc.
The EPA has been administering progressively
tougher emissions standards since 1984, with the next
wave of requirements scheduled to take effect in 2014
and 2017. Will we see another 2006 pre-buy surge,
2009 distaste for new product, or some new dynamic
altogether? No matter what the result, there’s no denying the dramatic effect legislation and regulation has
on our industry.
Your trade association, ATD, is gearing up for this
next wave. Your Board of Line Representatives has
reconfigured to match the changing face of the Dealer
Body, adding dedicated seats for a medium-duty dealer, as well as a “Next Gen” representative (subject to
the anticipated approval of the NADA board in February). These changes broaden the Board’s perspective
and pull us further into the 21st century. But we need
your help to broadcast our message. The Voice of the
Dealer needs to be heard in the offices of every Congressional member, each regulatory agency and in the
headlines of the media. Here are some updates from
the new Congress:

by Dick
Witcher

New Member Orientation
With over 100 new members of Congress having
been elected in November, ATD has begun working
with industry stakeholders to set up meetings with
these officials and their staffs in the 112th Congress
to familiarize them with the major issues impacting
truck dealers. Additionally, ATD will encourage our
members to set up dealership visits for these new
Members of Congress during district work periods.
Among the newly elected members are several with
a background in or familiarity with trucking interests
including Reps.-Elect Cory Gardner (R-CO), Marlin
Stutzman (R-IN) and Vicky Hartzler (R-MO). One
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option under consideration by ATD is the formation
of a Congressional Trucking Caucus in order to help
identify those Members of Congress with similar interests in supporting the trucking industry.

New Committee Chairman
With Republicans assuming control of the U.S.
House, several new Committee Chairmen with jurisdiction over the trucking industry have been chosen.
Rep. John Mica (R-FL) will assume the Chairmanship of the House Transportation and Infrastructure
Committee. The Committee’s current Chairman, Rep.
James Oberstar (D-MN), was defeated in his re-election bid. Other key Committee heads are Rep. Dave
Camp (R-MI), Chairman of the Ways and Means
Committee, which maintains jurisdiction over tax
policy. Additionally, Rep. Fred Upton (R-MI) was
selected as Chairman of the House Energy and Commerce Committee, which has jurisdiction over the issue of fuel economy.
ATD has strong working relationships with all three
Chairmen and will work to build on those relationships by having truck dealers extend invitations for
those Members to personally visit a dealership and
better understand a truck dealers’ business model.

Highway Reauthorization
Among the priorities of the 112th Congress will be
the development of a highway re-authorization bill
which the 111th Congress was unable to reach.
While some policymakers, including Chairman Mica,
have ruled out the idea of higher gasoline and diesel fuel
taxes, Congress will need to evaluate new and innovative ways to fund and maintain an infrastructure system
originally designed and built in the 1950s. Among the
topics under consideration are the use of public-private
partnerships, the ability for states to institute user fees
and tolling and the concept of an “infrastructure bank”,
which President Obama has endorsed.

Incentives to Stimulate Demand for
New Trucks
Beginning this month, ATD will continue to work
with Rep. Earl Blumenauer (D-OR) and encourage
him to reintroduce his proposal, H.R. 6312, in the
112th Congress. The proposal would eliminate the
12% federal excise tax (FET) on new heavy-duty
trucks and replace it, on a revenue-neutral basis, with
a 7.3 cents increase in the diesel fuel tax.
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by Scott Silverman and Josefina Martinez

Taking Your Future Into Your Own Hands
Challenging Your Newly ‘Assigned’ Territory

Performance statistics used by manufacturers are given more weight by outsiders
than those on the inside that know how
things really work and what things really
mean. Those unfamiliar with the industry
do not (and cannot) appreciate the way that
manufacturers distort, spin and manipulate
numbers to reflect a different reality. This
is one of the most critical issues a dealer
confronts when it has a formal (or even informal) dispute with its franchisor because
numbers, in the eyes of the manufacturer,
control most everything.
Unfortunately, GM and Chrysler dealers
learned this the hard way during the bankruptcies. Dealers, however, need not accept
at face value all the numbers or metrics proposed or established by their manufacturers.
The best expert of any given market is the
dealer that has been operating there and not
the manufacturer’s number cruncher who
has little or no familiarity with dealer’s specific region or market. This is why it is so
important for a dealer to put that expertise
on paper.
Your performance statistics determine
whether the manufacturer has leverage
against you. The area of responsibility
(“AOR,” “APR” or “PMA,” depending on
the brand) is the foundation upon which
these statistics are calculated and the most
critical component of a dealer’s sales effectiveness calculation that is out of its control.
Accordingly, if you accept changes and/or
additions to your assigned territory without
contesting them, you are, in essence, conceding to being measured by metrics that
may not be accurate or feasible. Dealers
should not summarily accept such changes
established by their manufacturer when they
know such changes will actually play out to
their detriment.
Acceptance through silence is still acceptance. Accordingly, dealers need to
proactively challenge manufacturers’ performance statistics and work towards ensuring such statistics accurately reflect performance at the time those numbers and met-

rics are published or changed. If you cannot
cause an adjustment, objecting, in writing,
is still a necessary safeguard so as to avoid
a situation where, down the road, you are
making an unsupported argument that the
numbers were never fair or reasonable.
Most recently, this issue has re-surfaced
as GM and Ford are unilaterally altering,
primarily expanding, their dealers’ areas
of responsibility. Whatever the exact term
(AOR, ADR or PMA), every dealer has a
well defined area within which its performance is judged, and changes to the APR,
PMA or AOR may significantly and negatively impact the performance “scores” utilized by manufacturers.
The concept, at its core, is fairly simple.
If a dealer is unilaterally assigned a small
sparsely populated area with limited intrabrand competition, it should be relatively
easy to achieve the appearance of being effective. Placing this same dealer in an awkwardly drawn market with a high population density, filled with multiple stores selling competing brands, and it will inherently
have a tougher battle to fight to create the
same appearance of positive performance.
In a vacuum, 500 new vehicle sales may
sound impressive. However, depending on
the brand, a dealer’s market, their past performance and the performance of surrounding intra-brand or inter-brand competition,
the dealership with 500 new vehicle sales
could be portrayed by its manufacturer as
either the best or the worst performer. In
the end, all unassigned territory will go to
someone and it is imperative dealers ensure
they are not randomly assigned territory
that is more appropriately the competition’s
market.
Moreover, changes to a dealer’s area may
or may not be reflective of current consumer
behavior and customer convenience thus a
dealer should carefully consider the impact
and ramifications any proposed changes
may have on sales performance as measured
by GM or other manufacturers. Numbers,
as set by the manufacturer, may not tell the

true story and it is in a dealer’s best interests
to challenge those numbers, and what may
be behind those numbers, upfront. This has
become increasingly important as more and
more manufacturers have begun insisting on
franchise agreement addendums with hardline performance metrics (and automatic
penalties for failing to hit the required numbers).
It is not wise to wait until your manufacturer begins making facility requests,
changes to management or other demands
based on the leverage created by your apparent poor performance before you object
that the factors previously established. Keep
in mind, under state franchise law, a manufacturer must have “good cause” in order
to amend any material term of the dealer
agreement, even those that it “reserves the
right” to amend in its sole discretion.
The lesson to take away: In this day and
age, every dealer should carefully confront
a request (or notice) to change/expand their
assigned territory. At a minimum, a dealer
should request the underlying data or analysis upon which the manufacturer claims to
have made the adjustment in order to more
fully understand the logic, if any, behind
such proposed changes and then make an
informed decision regarding an objection.
Remember, silence will act as acceptance
of a change that may not only significantly
and negatively impact your business but require you to reorganize your entire business
as well.
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S c o t t S i l v e rm a n a n d J o s i e M artinez are
attorneys for M c C arter & E nglish , LLP.

www.msada.org Massachusetts Auto Dealer JANUARY 2011

14

Auto Outlook

JANUARY 2011

Massachusetts Auto Dealer www.msada.org

MSADA

www.msada.org Massachusetts Auto Dealer JANUARY 2011

15

16

Cover Story

MSADA
MSADA

The Return
Fiat’s second attempt at the U.S. market brings
new excitement for Massachusetts dealers
by Tom Nash
There were just a few weeks between the announcement of Italian subcompact manufacturer Fiat
and the selection of a few hundred franchises across the country. For the four Massachusetts dealers
chosen, the importance of scoring the brand was never in question.
Peter Catanese, new owner of Fiat of Norwood, had a two-word explanation: “I’m Italian.”

“From the Chrysler dealer’s perspective, it’s an achievement
to bring it back in and deliver on the promise.”
– Joe Laham, Fiat of Cape Cod
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“It’s a great
car. I’ve seen
it, driven it.
It’s a positive
thing.”
— Peter Catanese
Fiat of Norwood

A Reversal of Fortunes
In the 25 years since Italian automaker Fiat stopped importing
its output to the United States, two images have remained.
While the acronym “Fix It Again, Tony” is one of them, there
was also the unique subcompact allure that for many embodied
the heart of Italy in vehicle form.
Ultimately, Fiat couldn’t keep up in sales. While its signature
Fiat 500 and variations have been a staple of European car sales
since its 1957 debut, selling the idea from stateside showrooms
had become too difficult as the appeal of driving the car so
many relied on in Rome gave way to the “Buy American”
Detroit credo of the mid-1980s.
But in one of the strangest twists of the Chrysler bankruptcy
saga, the subcompact automaker that had
retreated from

U.S. shores two decades ago stepped in to save the failing
company. In 2009, Fiat CEO Sergio Marchionne took the reins
of Chrysler, the company that helped shift American buyers to
minivans and SUVs -- and coasted on sales of those variations
for decades.
Marchionne’s first move? Announcing the arrival of the
revamped Fiat 500.

The Race to Be Ready
The four dealers in Massachusetts selected to sell Fiats all
described similar situations as Chrysler prepares to begin
shipping inventory. After the whirlwind application process, the
business of building new facilities has
become the first priority.
“From the Chrysler dealer’s perspective, it’s an achievement to bring it back
in and deliver on the promise,” Fiat of
Cape Cod’s Joe Laham said. “It’s going
to take some work, though. It’s certainly not going to be easy.”
While the facilities being built
are in various states of progress, all
are confident that Chrysler will be
supportive.
“It’s going well,” said Jeff Albert, who will serve as GM for
Herb Chambers’ Fiat of Worcester. “Our architects and Chrysler
have all worked very well together. The design process is over,
and I’ve got the shovels in my office.”
www.msada.org Massachusetts Auto Dealer JANUARY 2011
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“Obviously they’ve gotten better. I’ve sat in and driven a Fiat
500 -- it’s a world class car. “It’s light years ahead of where it
was in the ’70s and ’80s. People make jokes about it, but none
of those cars were that great.”

A Specialized, ‘American’ Vehicle
In addition to the decades of revisions that have gone into the
current model, the revamped 500 will arrive ‘Americanized,’
meaning cup-holders and automatic transmissions.
“Europeans drive their cars, we live in our cars,” Kelly said,
but added the concessions may not have mattered given the interest shown so far, especially from Italian Americans.
“Several Italian restaurants have called to say they want to
put one out front,
with a wrap on
it. People of Italian heritage are
the first people
calling us, saying
‘My father had
one.’”
In mid-January,
the four dealers were still waiting for their test vehicles, which
Laham said will give those not already familiar a chance to see
the 500 in action.
“It’s a stylish, avant-garde vehicle,” Laham said. “It’s also going to be a vehicle that you’re going to be able to specialize,
things you don’t normally get to do, whether it’s the color of the
interior or the headrest.”
“The entire generation gap is thrilled with these.”

Going After the Other Italian Franchise
Rewriting History
The new set of Fiat dealers were also in agreement of why the
Fiat 500 of 2011 will succeed where its predecessors failed. The
vehicles will be arriving in a country where MINI Coopers have
a hardcore fan base and hybrid vehicles have become the gold
standard of vehicle mileage.
Variations of the 500 that will be available have been dubbed
the Pop, Lounge and Sport, each with heavy arsenals of features,
ranging from Bluetooth to leather-wrapped steering wheels.
For Jeff Albert, who will serve as GM for Herb Chambers’
Fiat of Worcester location, the franchise will serve as a compliment to its adjacent nameplates.
“We really can’t wait,” Albert said. “The 500 is the right vehicle at the right time. As a Chrysler Jeep Dodge store, we need
a great fuel economy vehicle that can compete with MINI.”
“I remember taking them in trade back in the late ’70s and ’80s,”
Kelly noted. “None of them were great. Some were better than others, but they were cars like the Chevy Vega and the Ford Pinto.”
JANUARY 2011
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As the new Massachusetts Fiat dealers prepare to open up
their doors, all expressed the same enthusiasm for another possible project: securing an Alfa Romeo franchise.
The century-old company, owned by Fiat, imported its models
to the U.S. from the 1960s through 1995. It began importing
some models again in 2008, but now Chrysler could soon be
producing some models. New franchises are expected to follow.
For Catanese, it’s a must-have addition, noting, “You’re not
going to make a living just selling one car line in your building.”
While no firm timeline has been established, speculation is
pointing toward the brand hitting the U.S. sooner rather than
later.
“I’m told it will be coming along sometime in 2012,” Kelly
said. “I’m just as excited [for Alfa-Romeo], if not more so.”
Meanwhile, Fiat inventory isn’t expected until late February
at the earliest. While Chrysler will have to approve facility plans
before green-lighting any openings, Kelly says he will be ready.
“As soon as the cars are available, I will have them to sell,” he
said. “I’m like a big kid in a candy store. I love the excitement.”
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Village Automotive Purchases
Dealership Next-Door

Commonwealth Motors Gets
New Location

Village Automotive Group owner Ray Ciccolo recently bought
Rietzel Porsche/Audi, the dealership next to the Volvo location
Ciccolo purchased in 2009.
The sale, completed last month, comes as numbers for both
brands are on the upswing.
“Luxury brands are doing well – Porsche is up in sales, Audi is
up in sales,” Ciccolo told The Patriot Ledger. “We’re going to go
back in there and really get that place hopping.”
The 20,000-square-foot building that housed the two brands
comes with 2 acres of land which will be used to connect the
Volvo dealership.
Ciccolo has hired 27 of Rietzel’s former employees and told
the paper he is planning to add up to 12 new jobs throughout the
next year.

Commonwealth Motors owner Charles Daher recently
announced the purchase of Lawrence’s Sons of Italy lodge to
make way for his next dealership.
While Daher told The Eagle-Tribune this month that he can’t
yet disclose the brand, he has been hoping to place a dealership on
the 5-acre property for several years.
“Things are easier to manage and run more efficiently when
they are close together,” Daher was quoted as saying. “I was born
and raised in Lawrence. I feel confident expanding here.”
The sale of the 12,804-square-foot lodge, which is reportedly
being purchased for $2.55 million, will be final in March. The
Sons of Italy lodge will then have one year to find a new home.
Daher is also considering buying a vacant former salvage yard
in Lawrence that abuts his current property.
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MADCF News

Automotive Technician
Scholarship Deadline
The application deadline for this year’s
Automotive Technician Scholarship
Program is Friday, May 13. The
scholarship provides up to
$3,250 in funding per semester
at institutions that meet the
program’s
qualifications.
Dealers are encouraged to make
talented technicians or students
aware of the opportunity.
The application and additional eligibility
information is available at www.madcf.org/
autotech.php, or contact Scholarship Coordinator
Nicole Ventosi at nventosi@msada.org.

2010 SCHOLARSHIP RECIPIENTS

Joseph Kimbell
Nashua Community
College

John Thompson Benjamin Konieczny
MassBay
MassBay
ASEP
ASEP

No Picture
Available
Juan Pagan Jr.
Mass Bay
BMW

Derek Boudreau
MassBay
ASEP

Scott Patacchiola
Mass Bay
T-Ten

Steven Messina
MassBay
ASEP

Matthew Piranian
Mass Bay
BMW
Timothy Yacino
Mass Bay
T-Ten

Nathan Bendroth
MassBay
BMW
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Nicholas Guerrero
MassBay
ASEP

Tall Billboard Causes Stir
A billboard standing 85-feet above ground on Long Subaru’s property
has some Webster area residents contending it goes against regulations
surrounding the Blackstone River Valley National Heritage Corridor designation, according to The Worcester Telegram & Gazette.
“The sign does significant damage to the visual environment and the
scenic beauty of the area,” Kenneth J. Vacovec told the paper. “The worse
damage to the visual environment and the scenic beauty of the area is in the
late afternoon and evening when the sign is lit. The entire night skyline is
destroyed by the lighted sign.”
Meanwhile, all of the proper permits are in place, and town officials
have already said there is nothing they can do. Scott Barry, General Manager at the dealership, said the permitting process took more than a year.
“Of the people who are in this (opposition) group, they are all basically
a mile away. When you’re a mile away, it barely sits above the tree line,”
Barry told The Gazette.
PEABODY

‘Hrach Rally’ Honors Life of Beloved
MINI Salesman
Brig Currie, MINI of Peabody General Sales Manager MINI of
Peabody recently organized a special rally for their former salesman,
Hrach Chekijian, paying tribute to his life and his contributions to the
MINI community.
The “Hrach Rally,” held December 12, brought more than 100 MINI
drivers to the dealership to honor Chekijian, who died of a stroke in
October. The rally began at the dealership, before the assembled MINIs
were escorted by police out of the parking lot to
begin an hour-long memorial drive around the
North Shore.
Upon their return, Managing Partner Warren
Waugh and General Sales Manager Brig Currie
unveiled a framed poster of Chekijian in his
trademark yellow tracksuit. Friends and customers
of the former president of the New England MINI
Owners Club also shared their favorite Hrach
stories.
“It was a special day for a special man, one I’m
proud to have worked with,” said Currie. “Hrach’s
passion for MINIs was unrivaled, and he found
such unique ways to express it. I mean, how many
MINI owners do you know who sleep in a bed
made from the body of a MINI?”
Among the close-knit group of MINI enthusiasts, Chekijian was an
internationally known figure renowned for combining his skills as a jeweler
with his love of MINIs. Born in Beirut, Lebanon in 1949, he immigrated
to the United States in 1970, but not before he had been exposed to the first
MINIs coming out of Britain in the 1960s. After his brother Cesar sent him
his first MINI from London in 1971, Chekijian was hooked.

“It was
a special
day for
a special
man, one
I’m proud
to have
worked
with.”
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His love of MINIs
never waned, despite
their absence in the US.
Chekijian showed his
affection for the cars
by creating gold and
silver MINI necklaces,
charms, models and even
a pair of glasses with
frames shaped like the
iconic MINI front end.
Chekijian would give
Hrach Chekijian
away the creations to
other MINI owners who shared his love of the vehicle.
When MINIs finally arrived in 2002, Chekijian sold his jewelry business
and joined the sales staff at MINI of Peabody. His new position at the
MINI dealership allowed “Mr. MINI” to share his knowledge of the cars
and their history with his customers; however, it was on his infamous test
drives that he truly gained notoriety with MINI of Peabody customers.
“At the open mic, lots of customers described their MINI rides with
Hrach as a memorable adventure,” Currie said. “If you ever wanted to
see what a MINI was capable of, one ride with Hrach showed you all you
needed to know. MINIs are a blast to drive, but any of Hrach’s customers
will tell you there was nothing quite like being in a MINI with him.”

www.msada.org Massachusetts Auto Dealer JANUARY 2011

23

24

NEWS from Around the Horn
DETROIT

Hybrid/Electric Cars Dominate
Auto Show Headlines
The Chevy Volt was recently awarded the North American Car
of the Year Award at the Detroit Auto Show, capping a publicity

The 2012 Ford Focus Electric was unveiled in New York.
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blitz that has made it GM’s most visible vehicle.
The not quite fully electric vehicle has been the most visible
vehicle GM has produced since it emerged from bankruptcy
in 2009, with many touting it as the future of the company. Its
competitor, the all-electric Nissan Leaf, which along with the
Hyundai Sonata was also a finalist for the award.
While both have yet to fully hit the market, Ford announced
the same week at an unveiling in New
York that it would be entering the market
in 2012 with an all-electric Ford Focus.
The 23 kilowatt-hour lithium-ion
battery pack can be charged in 3-4 hours
using a 240-volt outlet -- about half as
long as it takes to fill up the cell in a Leaf.
A $1,499 charging station from Best Buy
will be available for the vehicle.
Meanwhile, Dodge President Ralp
Gilles told the media at the Detroit Auto
Show Chrysler was staying out of the
hybrid/electric business for now.
“There’s no way of making money
on them right now in the industry,” he
said. “As popular as they are -- the media
loves them -- but the fact is they are
really money losers.”

MSADA
WESTFORD

New Boch Honda Store
to Open in March
After originally being scheduled to open in
December, Ernie Boch Jr.’s new 60,000-square foot
Honda dealership will open March 17.
The project, which first gained approval from
Westford’s planning board in September 2009, was
reportedly delayed because of two utility poles which
had been placed next to the footprint of the building.
They needed to be removed to prevent construction
crews from digging into live wires.
Michael Clemney, vice president of property and
purchasing, told The Westford Eagle only interior
construction work remains to be completed on the
site.
BOSTON

Dealers Make Case for
Auto Sales as Key to
Recovery
The Boston Globe recently sought out dealers’
opinions on the next year of sales, finding them predicting not only a solid year but for the country’s
economy as a whole to follow the auto industry.
“The numbers vary a bit, but the one I believe is
that 22 percent of all the business in the country has
a connection to
the automotive
industry,”
Village Automotive
Group owner and
NADA Director
Ray Ciccolo told
the paper. “I’m
firmly convinced
the road to recovery will go right
through your local auto dealer’s
showroom.”
North
Shore
dealer Brian Kelly agrees, adding, “What this country needs is small businesses to be growing.”
Herb Chambers told The Globe sales figures may
reach 13 million nationally in the next year, “which
is still a long way from the 16 to 17 million number.
It would be pretty amazing if we get those numbers
again.”

“22 percent
of all the
business in the
country has a
connection to
the automotive
industry.”
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Question of the Month
By Robert O’Koniewski, Esq. MSADA Executive Vice President

As a benefit of MSADA membership, member dealers can call
their Association and seek guidance to answering any type of
legal question related to their dealership operations, from franchise law rights to sales tax to human resources, just to name a
few. One of the more prevalent queries recently is the following:
VEHICLE DAMAGE – HOW MUCH DOES THE
CUSTOMER NEED TO KNOW?
Dealers often run into a situation where seemingly minor
details about a vehicle were not told to a buyer prior to a sale, or
sometimes the kernel of information runs to the major, such as
repaired accident damage. In each type of situation and those
in between, the buyer could make a claim against the dealer
under the Massachusetts Consumer Protection Act, MGL
Chapter 93A. The Act is broadly written to make unlawful
any unfair methods of competition and any unfair or deceptive
acts or practices in the conduct of any trade or commerce. The
Massachusetts Attorney General has promulgated regulations
to implement the statute.
The disclosure issue is addressed in the regulations at 940

CMR 3.16(2), which states, “Without limiting the scope of any
other rule, regulation or statute, an act or practice is a violation
of [the Act] if: … (2) Any person or other legal entity subject
to this act fails to disclose to a buyer or prospective buyer any
fact, the disclosure of which may have influenced the buyer
or prospective buyer not to enter into the transaction;…”
[emphasis added]
Thus, the failure to disclose any damage – regardless of
dollar amount – that would influence a buyer not to enter
into the transaction is an unfair and deceptive practice. The
law and the regulations make no exception for seemingly
inconsequential damage, say, under $100.
This obviously creates a sliding scale in terms of disclosure:
The greater the problem with the vehicle, the stronger a
consumer’s argument that it would have influenced his or her
decision not to purchase the new or used vehicle.
As such, dealers need to disclose any and all facts about a
vehicle to a buyer or prospective buyer no matter how trivial the
information may appear to be. In this manner, a dealership can
protect itself and avoid the severe penalties (treble damages,
attorneys’ fees) provided under the Consumer Protection Act.

Turbo Charge
Your Career
Scholarships available for aspiring auto techs
Scholarships available now for those entering or currently enrolled in
automotive college studies.
Colleges:
Awards:

Scholarships worth up to $3,250 per
semester.

Questions?

Call Nicole at (617) 451-1051 or visit
us at www.madcf.org/autotech.php

Application Deadline:
Friday, May 13, 2011
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Must be a two-year, Associate Degree-granting college.
These include:
• Benjamin Franklin Institute of Technology (MA)
• Hudson Valley Community College (NY)
• Lakes Region Community College (NH)
• Manchester Community College (NH)
• MassBay Community College (MA)
• Middlesex Community College (MA)
• Nashua Community College (NH)
• New England Institute of Technology (RI)
• Springfield Technical Community College (MA)
• Massasoit Community College (MA)

by Ray Ciccolo

NADA Update

Several Factors Will Sustain New-Vehicle Sales Increases
New-vehicle sales, which are a key indicator of economic
growth, were strong in November and will continue to show
signs of strength over the next couple of months, says Paul
Taylor, NADA chief economist.
“Several economic factors, such as an aging U.S. fleet,
strong trade-in values and an improving stock market, are
helping to sustain new-vehicle sales,” Taylor said.
On average, cars and trucks on the road today are more
than 10 years old. “Many consumers simply will feel the
need to buy a new car or truck as the mileage on their current vehicles move beyond 120,000 miles,” Taylor says.
According to data from the NADA Guide Book, the run
up in used-vehicle prices is also pushing some shoppers
into the new-vehicle market. Wholesale prices in November
continued to outperform seasonal expectations.
“The used-vehicle market will remain short of low-mileage cars and trucks, which for car owners will increase their
trade-in equity when buying a new vehicle,” Taylor said.
“This is another key economic factor that will sustain newvehicle sales increases in future months.”
Strong used-vehicle pricing has also improved the market
for automotive asset-backed securities – a positive sign, especially for this time of year, says Jonathan Banks, executive automotive analyst for the NADA Guide Book. “We
expect to see an uptick in January as used prices follow seasonal patterns and supply and demand continues to create a
healthy used-car market,” Banks said.

NADA Weighs in On Fuel-Economy Labeling as
Members of Congress Express Concern
Members of Congress on both sides of the aisle expressed
concern over an Obama administration proposal to add letter grades to the fuel-economy stickers displayed on new
cars and trucks. In a letter to the Environmental Protection
Agency and Transportation Department in December, 53
House members said the proposal was biased toward electric vehicles and would hurt vehicle sales. “Changing this
system to a letter grade would cause consumer confusion
and tip the scales unfairly against many fuel efficient SUVs
and trucks, relegating them to a C or C+ grade,” said Rep.
Dale Kildee, D-Mich.
In response, NADA said it is pleased that Members of
Congress clearly reject the EPA’s attempt to use an arbitrary letter grade to tell consumers which cars and trucks
to buy. “It is especially significant that so many members
of the House Energy and Commerce Committee, which has
jurisdiction over EPA, object to the government creating
another regulation when new-car buyers already have clear
and visible fuel economy numbers printed on the window
sticker,” says Doug Greenhaus, director of Environment,
Health and Safety for NADA Regulatory Affairs. In com-

ments to the Administration, NADA expressed its support
for an approach that retains the current label’s focus on
miles per gallon and annual fuel costs. For plug-in labels,
NADA supports displaying information on all-electric and
total-vehicle range and battery charge time, but opposes a
kilowatt-per-hour consumption metric.

IRS Helps Small Employers Claim New Health
Care Tax Credit
The Internal Revenue Service recently released final guidance for small employers eligible to claim the new small
business health care tax credit for the 2010 tax year. The
recording from the Federal Health Reform Webinar held
last May is available for free to NADA members at www.
NADAuniversity.com. After logging on, click the “Market
Insight” tab on bottom panel and scroll down to select the
Webinar “Federal Health Reform.”

NADA Opposes Sale of E-15 ‘Gasohol’
NADA plans to submit comments this month to the Environmental Protection Agency on its October decision to
allow the sale of fuels with up to 15 percent ethanol. NADA
and several other organizations, including the Alliance of
Automobile Manufacturers and the Association of International Automobile Manufacturers Inc., have opposed the
move saying allowing the sale of E-15 “gasohol” poses
a risk of reduced engine and fuel system performance, or
worse yet, permanent damage.
For several years, most light- and medium-duty, gasolineengine motor vehicles sold and serviced by dealerships have
been designed to accommodate gasohol blends containing a
maximum of 10 percent ethanol, with some duel- and flexible-fueled vehicles designed to use E-85, a gasohol blend
containing 85 percent ethanol.
“NADA consistently has raised concerns about the negative impact that unreasonable fuel mandates and poor fuel
quality can have on vehicle performance and customer satisfaction,” said Doug Greenhaus, director of Environment,
Health and Safety for NADA Regulatory Affairs. “NADA
opposes rules which may result in the use of fuels in engines
for which they were not designed.”

Registration for Convention Up
15 Percent
Advance registration for the 2011 NADA Convention &
Expo in San Francisco is up 15 percent compared to the
same time last year. All but two hotels have sold out, and
the expo floor is full.
“Participation in the NADA convention is often a bellwether for the overall health of the auto industry, and the
brisk registration is just another sign the industry is mak-
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ing a comeback,” said Jack Caldwell, chairman of NADA’s
convention committee and a Toyota-Scion dealer from Conway, Arkansas.
In addition to franchise meetings, workshops and several
hundred exhibits, the 2011 NADA convention will feature
industry speakers Jim Lentz, president and chief operating
officer of Toyota Motor Sales, U.S.A.; NADA Chairman Ed
Tonkin; and NADA Vice Chairman Stephen Wade. Other
speakers include former U.S. Secretary of State Condoleezza Rice and hero nairline pilot “Sully” Sullenberger.

DEAC Elects 2011 Officers
NADA’s Dealers Election Action Committee has elected
the following officers: Jack Tulley, NADA director from
New Hampshire (chairman); Gary Reynolds, NADA director from Connecticut (vice chairman); Jack Kain, NADA
director from Kentucky (secretary-treasurer); and Bill Fox,
NADA director from New York state (finance chairman).
In addition, 86 percent of DEAC supported candidates
won their races on Election Day. DEAC is also credited as
being one of the top-five association political action committees in the country.

New to NADA U: Dealer Pain Points
NADA University has created a feature called “Dealer
Pain Points,” in which a particular issue, concern or dealer
compliance obligation is addressed in short video segments
with NADA U experts. The experts “resolve” each Pain
Point and then the viewer is directed to the wealth of NADA
U resources on the topic.
To date, 21 Dealer Pain Points have been developed. Find
them by clicking on the featured Pain Point on NADA U’s
home page at www.NADAUniversity.com. After viewing
the featured Pain Point, take a look at the rest by clicking
“View Archives.”

NADA University Partners with Online
HR Trainer
NADA University has teamed up with online human resources trainer EZ-HR to expand its HR training programs.
NADA U now offers dealers a selection of sessions focused
on key HR functions, such as hiring and retention strategies,
creating job descriptions and performance evaluations, developing HR policy handbooks and meeting legal requirements. A Learning Hub Webinar entitled “Recruiting and
Hiring Strategies for Today’s Dealers” is available at www.
NADAUniversity.com in the archive.
In addition, HR Essentials, a comprehensive resource that
includes job description templates and policy and performance evaluation samples, is in the Resource Toolbox. A
new online course, “Complying with the FMLA,” is coming
soon to the Learning Hub.
JANUARY 2011

Soliciting Dealers: The Good, the Bad and
the Misleading
In the months preceding each NADA Convention &
Expo, dealers receive numerous solicitations and ads from
vendors and service providers. Some of the advertising is
effective, some is annoying, and some contains misleading references to NADA. When evaluating advertising that
mentions NADA, please remember: Only franchised newcar and -truck dealers are eligible to be NADA members.
NADA does NOT have affiliate, allied or associate members. Several NADA departments have business partners but
generally NADA does not endorse vendors or service providers. For example, NADA has no endorsements or connections with vendors who provide email advertising or vendors
who publish business directories. If you’re uncertain about an
advertising reference that suggests a connection to NADA,
please contact the appropriate NADA department.

NADA U Webinar Archives Include the Latest
Webinars on Hot Topics
The NADA University Learning Hub offers the following
archived Webinars:
• The New Risk-Based Pricing Rule
• Transitioning to the New Model Privacy Notice
• The New UNICAP Safe Harbor Methods and What They
Mean for Dealers
• Comprehensive Safety Analysis – Are You Ready?
• Managing Your Four Vital Cash Accounts
To view any of these Webinars, visit www.NADAUniversity.com and sign in, then visit the NADA U Store, select
“Webinars & Seminars” under “Products,” and follow the
ordering instructions.

Dealer Academy Accepting Applications for 2011
The NADA Dealer Academy is accepting enrollments
for four classes starting in 2011, two for Dealer Candidate
Academy (DCA) and two for General Dealership Management Academy (GDM). Individual Academy classes are
also open to department managers, who may attend a week
of classes even if they don’t have a student in the Academy
program. Call (800) 557-6232, ext. 2, or e-mail academy@
nada.org to get an application.
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Ray Ciccolo, Village Auto Group,
represents MSADA members on
the NADA board of directors.
He welcomes your questions and
concerns (rjciccolo@aol.com).

ECONOMIC UPDATE
By Paul Taylor, NADA Chief Economist

A Good Year for New
Vehicle Sales Ahead
Employment Finally Shows
Modest Improvement, As The
Economy Grows And Confidence
Improves for Consumers and
Businesses.
The U.S. economy shows real signs
of more robust growth in store for 2011,
with employment, a lagging indicator
of strength finally showing tentative
improvement. For the last full week at the
end of December, just 388,000 applicants
for unemployment pulled the average of

ber booked in 2010 will be reduced in the
storm-affected areas. Total year sales will
be near 11.5 million light vehicles for 2010.
Strong luxury light vehicle sales reflect
the four-month progress of prices in the
broad stock market, which influence those
households that own significant amounts
of stock outside of retirement programs
and buy most of the new luxury light
vehicles. Luxury car sales are up by 12
percent while overall light vehicle sales
are up by 11 percent through November.

The policy of deficit reduction, if
achieved should be supportive of sales
of the broad range of light vehicle sales
over the next five years.
the last several weeks below 400,000 per
week, a sign that there is modest job growth
finally starting. For most of the year, new
applications had remained at an average
of 450,000 per week. The total number of
people receiving unemployment benefits
is 4.13 million, and likely to fall slowly
but surely during the first quarter of 2011.
The Dow and S&P 500 index closed
Thursday, December 16, at their highest
levels since September 2008. Those twoyear high measures for broad stock market
index measures help luxury car sales,
according to NADA research.
The large question regarding new vehicle sales will be the regional impact for
December caused by heavy snow on the
northeast Atlantic Coast and floods in the
Pacific coastal states. Ultimately, cars and
trucks will sell more strongly, but the num-

Luxury large CUV sales increased by 22.6
percent. Luxury car sales increased 21
percent for the year and 18 percent during
the September through November period.
The outcome of Congressional votes
that extended current tax policy (or the
Bush tax cuts), combined with budget
extension that avoided the worst of the
“Holiday Tree” spending and provided a
more modest Continuing Resolution to
fund the government, will provide at least
a 2 year horizon for business investment
and consumer planning that should
underpin economic growth. That balances
the immediate need to balance short-term
assistance to aid the economy’s recovery
and for the start of the long-term need to
bring down federal spending dramatically
and keep inflation under control. The
policy of deficit reduction, if achieved

should be supportive of sales of the broad
range of light vehicle sales over the next
five years.

Federal Reserve FOMC
Remains on Course with
‘Quantitative Easing II’
The December 14 Federal Open Market
Committee press release suggested the
economy is not growing too strongly.
Since that time, the passage of maintaining
2010-tax policy and other economic
data has indicated stronger economic
growth and contributed to rising interest
rates for terms longer than ten years. The
FOMC says about the target (short-term)
Federal Funds Rate that the performance
of the economy is “likely to warrant
exceptionally low levels for the federal
funds rate for an extended period.”
Current FOMC policy will be supportive
of 2011 con-tinued recovery of new light
vehicle sales. NADA research suggest
that long-term fears about future inflation
are contributing to higher 15 and 30-year
fixed rate mortgage rates, but that loan
rates for car loans 4 to 6-years long are
likely to see only modest increases over
the next year as the economy grows.

Bank Regulators Continued
to Scare Many Banks Away
from Making Loans and Even
Refinancing Homes
Many new car buyers own their own
home, and although a double dip in the
economy has been avoided, there is
clearly a double dip of housing prices
underway that will last into the first half
of 2011. Indeed, there is a close match
between states with the largest falls in
home prices currently, the highest state
unemployment rates and the state Gross
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Domestic Product growth. The Midwest,
from North Dakota down through Texas,
along with the most rural states in the
Southeast have the strongest economic
performance and the most stable prices for
residential real estate. With the exception
of the more modest houses financed with
Federal Home Finance Administration
Conforming Loans, home price measures
continued to decline in November.
There has been a second “dip” in
residential real estate prices given the
inability to refinance existing homes or
finance new homes. As long-term fixed

is the increase in long-term interest rates
that are pushing up the cost of fixed rate
mortgages.

Higher Fuel Prices and Higher
Heating Costs Will Also
Moderate the Pace of Recovery,
While Helping to Sell More
of the Government-Mandated
Small Cars and Hybrids
Symbolically, gasoline prices crossed
over to $3 per gallon before the December
holidays, and colder than normal weather

In the first quarter of 2011 and
beyond, new gasoline-diesel hybrid
cars and light trucks will get a
stronger look from consumers
concerned by rising gasoline prices.
rates have risen for home mortgages,
home sales have slowed and home
prices have fallen. Elevated inventories
in existing homes and the “shadow”
inventory of serious delinquencies and
foreclosures, held off the market because
of the lapses in the foreclosure process,
have all contributed to falling home prices.
Bank-owned existing homes continue to
put downward pressure on home prices.
NADA expects home prices to decline
through the remainder of 2010, falling
about 1.8 percent on average over the
fourth quarter in the United States.

on the East Coast will assure that a large
amount of heating oil will not be changed
into gasoline though “catalytic cracking”
at oil refineries. Gasoline is headed over
the $3.50 per gallon level in early 2011,
assuring more interest in small cars and
Hybrids.
As of the end of November, the Toyota
Prius was the 11th best selling car, at
125,289 units sold to date. Hybrid sales,
and Prius sales were down compared to
last year by -7.6 percent and -2 percent

Home Mortgage Rates Continue
to Rise, As the Economy
Improves. Foreclosures
Likely to Increase to Above
2 Million for 2011
A second aspect of the residential real
estate market likely to place a drag on
the improvement of the overall economy
JANUARY 2011
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year to date, but have shown stronger sales
over the September through November
period, as gasoline prices moved upward
to end 2010. Sales of the Ford Fusion
Hybrid are up 38 percent year-to-date.
In addition, the Chevrolet Silverado and
GMC Sierra mild-hybrid pickups and
Lexus RX 450 Hybrid Crossover were the
only three truck hybrids with increases in
sales for 2010.
In the first quarter of 2011 and beyond,
new gasoline-diesel hybrid cars and
light trucks will get a stronger look from
consumers concerned by rising gasoline
prices. Short supplies of used hybrids and
other high gasoline mileage smaller cars in
the used car market will make “economy
cars” strong segments for new car sales.
All hybrid light truck sales were down
against the comparable 2009 months.
The gasoline price increase in not good
news for the economy, but it will help
inventory management at dealerships.
Overall hybrid new vehicle sales were
up 3.5 percent in the September through
November period as consumers started to
focus on rising gasoline prices.
The average age of cars on the road,
combined with available credit for vehicles,
even as housing prices and mortgage rates
create drag, will assure new light vehicle
sales are stronger by 11.3 percent this year,
to about 12.9 million new vehicle sales in
2011. NADA announced that estimate on
Friday, January 7, before the Detroit Auto
Show, moving it up from its traditional
announcement at the NADA Convention.
There should be plenty of good news all
year for new car and truck sales in 2011.
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Paul C. Taylor, Ph.D., is Chief Economist of the National Automobile Dealers Association’s Industry Analysis, where he
oversees NADA’s industry analysis activities, which include
research on a wide range of factors impacting the retail automotive industry and publishing NADA’s annual compilation of
facts and figures, titled NADA DATA.
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