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The North American Equipment Dealers Association (NAEDA) is an international organization that represents nearly 5,500 retail ag-
ricultural, construction, large property/rural lifestyle, and outdoor power equipment dealers in the United States and Canada. NAEDA
is an association with 17 affiliate regional and provincial associations throughout North America.

One of the primary purposes of equipment dealer associations is to assist dealers in building relationships with manufacturers, distrib-
utors and suppliers. Dealers encourage the development of this supply chain through industry association events and communication
tools such as dealer meetings, conferences, trade shows, and association publications. NAEDA and its affiliates are uniquely positioned
to assist in development and support of the supply chain that brings products and services to the ultimate producer market.

The mission of NAEDA is to build the best business environment for North American equipment dealers. NAEDA was established in
1900 and continues today to provide services and benefits to equipment dealers.

This document may be evaluated periodically by NAEDA and modified when and where appropriate. Responses to questions regard-
ing clarification or interpretation of the materials in this brochure can be submitted to NAEDA or its affiliate associations listed in this
brochure.

Address all inquiries concerning this document to:

®

North American Equipment Dealers Association
1195 Smizer Mill Road « Fenton, MO 63026-3480
Phone: 636/349-5000 - Fax: 636/349-5443



CONTENTS

PrEFACE c.ueeeeeeeeeeceeecenerecenreesesseesessecssssesssssssssnsssssssssssssesssssesssssessssssssssssssssssssssesssnssssssssessssssssnsesssnsesssnsesssssssssnsssssns
BUSINESS PrOFII@ a.eeeeeieeeireeneienneeersneecssneeesssesssssessssssesssssesssssessssssssssssssssesssssesssssssssssssssssssssssssssnsesssnsesssssssssnsssssns

Important Contract ProvisSions fOr DEAIEIS..........ccceveeereerecrerensesaesessnsnesessesassssssssssassesasssssssasssssssssssssssassssass

1. Term of Contract and Legal Authority

2. Trade Area and Market Penetration

3. Financial Requirements

4. Product Stocking and Performance Standards

5. Terms of Payment

6. Parts Ordering and Return Policy

7. Service Tools and Personnel Training

8. Supplier Warranty Policies

9. Dealer Agreement/Contract Termination

10. Other Requirements

Company and Product INfOrmMation .........ccenininnninicnnisssssisssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss

Dealer Transfers anNd SUCCESSION PlaNS ... . .eeieceeeeevrreerrrrecssseecsssesssssesssssesssssssssssssssssssssssesssnsssssssssssssssssnsssssss

DRAlEr ASSOCIATIONS....ccceeueeereircnrrreceenrereessesssenesssssssesssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssnsssses

SUMMAAKTY cucuiiinrnnsnnsnnssnsssssnssssssssssssssssssssssstsstossostsssssssstssssstsssssssssssssssssssssssssssssssssssssssssssssssssssssstossessesssssessesssssssses

Appendix: Affiliate ASSOCIALIONS......c.ccceveeererrererenrecnesessessesessesnssssasssssesssssssesassssssssssassssassassssassassssasssssssassssnsss



Preface

The North American Equipment Dealers Association (NAEDA)
has prepared this brochure as a quick reference guide to cover
topics of interest to dealers, manufacturers, distributors, and
suppliers when dealing with their product lines. The intent of
this brochure is to provide the foundation for understanding the
dealer/supplier relationship, the potential for positive growth
and the duties and responsibilities expected in the relation-
ship. For purposes of this brochure, the mention of “distributor,”
“manufacturer;” and “supplier” are considered to mean one and
the same.

Suppliers are also encouraged to become familiar with the differ-
ent provincial or state laws when negotiating with a dealer on any
contract to assess the legal impacts now and in the future. This
brochure does not attempt to cover or provide legal interpreta-
tion of each and every provincial or state law. NAEDA’ affiliate
associations are the best contact concerning each respective pro-
vincial or state law and their regulations (See Appendix on page
8 for a list of affiliate associations or visit www.naeda.com for a
map showing affiliates and pertinent contact information).

Business Profile

Dealers should be provided with a comprehensive overall busi-
ness profile that includes, but is not limited to, the supplier’s com-
pany profile, background, structure, and references. Essential in-
formation should include: legal entity name, address, registered
agent in the U.S., contact information for contractual and war-
ranty representatives, telephone and facsimile numbers, along
with a Web site address.

A company’s background and structure should include: year
founded, ownership (public or private), industries served, equip-
ment listings and products, available finance programs to dealers
and to customers, and a record of past financial performance. In
addition, a list of officers, field staff, and manufacturing, distribu-
tion and marketing facilities would be helpful.

In regards to company references, a listing of professional, distri-
bution and affinity partnerships help a dealer decide on whether
to offer a supplier’s products.

Important Contract Provisions
for Dealers

1. Term of Contract and Legal Authority

Before signing any agreement with a distributor, manufacturer
or supplier, a dealer should consult with an attorney and con-
sider the following:

A.  Contract Considerations
o Is the dealer contract written or oral? [Note: Oral agree-
ments may be difficult to enforce. ]
o What is the initial term of the contract?
o Will the contract automatically renew at the end of the
initial term or be reviewed by both parties prior to re-
newal?

o Will there be supplier certification requirements to main-
tain a contract?

B. Modifications to Contract
o Do company-assigned field representatives have the au-
thority to make “binding” contract modifications? If yes,
do they have to be in writing?
o If a field representative does not have authority to make
contract modifications, who within the company has au-
thority to secure binding agreements and modifications?

C. Power of Attorney
o Does the contract or separate document related to the
contract give a manufacturer/distributor/supplier a pow-
er of attorney?
o If yes, what does it mean and what is authorized under
this power of attorney?

2. Trade Area and Market Penetration

Dealers want to know about the specifics of the dealer’s trade area
or area of responsibility. The contract should define the supplier’s
minimum market penetration requirements for the first year and
later expectations. Other issues that may need to be addressed
with a dealer include:

A. Trade Area

o Is the trade area(s) exclusive?

o Is the trade area(s) clearly defined in the dealer contract?
How was the trade area(s) determined? Is there a limit on
how many dealers will be in a trade area?

o How many dealers are currently located in the trade area?
Who are they? How long have they been selling the man-
ufacturer’s product?

o Is dealer expansion planned in specific trade areas? If not,
is this expressly provided for or prohibited in the contract?

 Does the contract provide for a pass-through service fee
for sales made by another dealer within another dealer’s
defined trade area?

o How are dealers informed about expansion opportunities
in designated trade areas? Are existing dealers within a
trade area given first priority when expansion opportuni-
ties are available?

« How will your alignment of trade areas be evaluated and
dealers located accordingly?

B. Market Penetration

o Are dealers provided with assistance in developing a mar-
keting plan?

o Do new dealers receive special price considerations?

o Do new dealers receive special consideration on the deliv-
ery of new equipment and/or parts?

o Does the contract impose market penetration require-
ments? If so, how are they measured and accounted for?

o Over what period must market penetration requirements
be achieved?

o What ramifications will occur if market penetration re-
quirements are not met by a dealer?

 Are company personnel available for product demonstra-
tions/open houses? Is there any dealer cost for company
personnel assistance?

o Is co-op advertising available and what is the percentage
paid by the supplier?



o Is retail and/or wholesale financing available? What
equipment is eligible? Does it include recourse or reserve
holdbacks? Is there an opportunity for dealer income via
origination or document preparation fees?

o What sales literature and promotional materials, e.g. in-
store signs, are available? What is the cost for such in-
store materials?

» How far in advance are dealers notified of model changes
to allow for adjustments in inventory of new equipment,
parts and other supplies?

o What supplier sales incentive programs have been offered
in the last 12 months? Are any planned for the next 12
months?

3. Financial Requirements

A dealer contract should specify the required financial informa-
tion that will need to be provided to the supplier. Dealers nor-
mally resist personal guarantees; however, any requirement for
personal guarantees of the dealership’s obligations should be
noted. In addition to the items below, in some cases, dealers may
ask that a supplier also provide them with a financial statement
or guarantee regarding their solvency. Additional items that need
to be discussed and included in the contract are:

o Specify what financial information from dealers is required.

o Specify what collateral is required from dealers for security
agreement(s), e.g., parts and rolling stock, in addition to floor
planned equipment.

« Will dealer personal guarantees be required? If so, to what ex-
tent?

o Will dealer personal guarantees be limited to floor planned
items? Can they be waived or issued for a limited period of
time?

o What is the minimum initial wholegoods and parts order re-
quired at contract signing and what are the initial payment
terms?

o Outline pre-season or quantity discounts on inventory pur-
chases and how financing is different, if any.

o Provide a financial statement for dealers.

4, Product Stocking and Performance Standards

The contract or a separate document incorporated into the con-
tract should specify the minimum stocking requirements and
minimum annual purchasing requirements for wholegoods and
parts. Discussion and agreement should be reached on how far
in advance must annual and/or seasonal wholegoods, parts or
supply orders be placed.

5.Terms of Payment

The contract or separate document should specify the terms of
payment for wholegoods and parts, including reserve holdback,
recourse, freight, and floor planning.

A. Wholegoods
o What is the pricing structure for wholegoods?
o Will the dealer price be based on volume, quantity or-
dered, geographical area, or other considerations?
o What are the company’s provisions for floor planning a
dealer’s equipment?
o Isa cash discount available on wholegoods purchases?

o What are the rights/responsibilities of a dealer regarding
transfer of equipment between dealers?

B. Parts

o What is the dealer’s discount on parts?

o Are dealers provided suggested retail and/or cost prices?

o Are additional discounts available for annual and/or sea-
sonal parts orders?

o What additional discounts are available on stock orders
vs. supplemental and emergency orders?

o Who pays the freight on stock orders? Backorders? Sup-
plemental orders? Emergency orders?

o How often do prices increase on parts? When was the
company’s last price increase?

o Are cash discounts available on parts purchases?

o Do dealers receive price incentives when automated
(computerized) order services are used?

C. Prepayments

o Prepayment arrangements should not violate the deal-
erships loan commitments. Floor plan lenders and those
providing operating lines of credit often prohibit dealers
from making such substantial unsecured loans. If the deal-
er violates such agreements, the lender could call the loan,
increase the interest rate, require more collateral, etc.

o Will a dealer be allowed to evaluate the risk of making
prepayments by completing due diligence on the supplier
via credit checks or other means under the contract?

o Will a dealer be allowed to limit the amount of the initial
prepayment and make other optional prepayments as cer-
tain benchmarks in manufacturing and delivery are met?

« Given the risk of prepayments to dealers, will the supplier
limit dealer risk by:

- Providing an irrevocable letter of credit from the sup-
plier’s bank?

- Placing the prepayment in an escrow account for the
prepayment amount that releases the payment after the
equipment is delivered?

- Providing personal guarantees from the owners of the
company?

- Providing a subordination agreement with other lend-
ers who have a priority under the Uniform Commer-
cial Code (UCC) that would give priority to the dealer
on certain assets if the supplier does not deliver the
equipment where prepayment has been received from
a dealer?

6. Parts Ordering and Return Policy

The contract or separate document should fully explain the
supplier’s parts ordering and return policy, including frequency,
restocking charges and any limitations. Other items to be consid-
ered in a contract are:

o Are there any parts or classifications of parts that are not re-
turnable?

« Does the supplier offer an annual (or other) parts return pro-
gram? Are there any limitations by type of parts or percentage
of annual sales?

« How are parts ordered - by mail, telephone, facsimile, e-mail,
Internet, or dedicated company electronic dealer site?

o Where does the company stock its parts? How are parts usu-
ally shipped? Can parts be drop shipped?



o What is the lag time between a price change and receiving the
pricing update?
« Who pays for shipping parts - both receiving and returning?

7. Service Tools and Personnel Training

The contract or a separate document incorporated into the con-
tract should specify the minimum requirements for service shop
tools and equipment as well as training requirements for parts
and service personnel.

A. Service Tools
o What, if any, special service shop tools or equipment are
required?
o What are the costs and who pays for specialty tools and
equipment?
« Can specialty tools and equipment be returned for credit
to the manufacturer?

B. Personnel Training
o What training does the supplier offer for dealership sales,
parts and service personnel?
« How often is training offered?
o What are the requirements or costs to attend?
o What access will dealership service technicians have to
the supplier’s technical support representatives?

8. Supplier Warranty Policies

The warranty policy should specify the supplier’s equipment and
parts warranty policies, including what is covered, filing proce-
dures and the basis for dealer reimbursement - i.e., cost vs. retail.
Dealers will want to know how experienced the supplier’s repre-
sentative is on warranty.

A. Covered Items

o What are the supplier’s equipment and parts warranties?

« Do the supplier’s warranties include the powertrain, body
and chassis? If so, for how long?

o Does the supplier offer an extended warranty? What is
covered and what is the term of the extension? What is
not covered?

o Are pickup and/or delivery charges included under the
warranty?

o Is a dealer required to accept warranty work for equip-
ment not sold by his/her dealership?

« Will the supplier pay a dealer for labor on Product Im-
provement Programs in accordance with its warranty
policy?

o What is the supplier’s policy on travel reimbursement for
warranty repairs?

« How is diagnostic time handled by the supplier? If reim-
bursed, how is the reimbursement rate calculated?

B. Filing Procedures
o What is the procedure for filing warranty claims?
o Can warranty claims by filed over a secure Internet site?
o What supporting data and documentation are required
for warranty claims?
« How are warranty payments reimbursed - by check, cred-
it, automatic deposit, or applied to an open account?

C. Basis for Dealer Reimbursement
o What is the supplier’s reimbursement policy on parts
- retail, cost or cost plus?

o What is the supplier’s reimbursement policy for labor
- retail, cost, a schedule or flat rate?

o What is the supplier’s reimbursement policy for pickup
and/or delivery charges or handling fees?

9. Dealer Agreement/Contract Termination

The contract should fully explain the rights and responsibilities
of both parties should one party desire to terminate the con-
tract, including the grounds, if any, upon which a right to ter-
minate can be invoked, any cure provisions/appeal process (in
case of dispute), terms of settlement, and provisions for return of
wholegoods and parts.

A. Termination of a Dealer Contract

o What are the causes for which a supplier may terminate
the contract?

o How much advance notice is required if a contract is ter-
minated?

o What are the terms of settlement for return of whole-
goods, parts, all signage, special shop tools, service manu-
als, and computer systems and software?

o Is there a cure provision for nonperformance under the
contract?

o Is there alonger cure period if the supplier intends to ter-
minate a dealer for lack of market share or market pen-
etration? What are these terms and are they included in
the contract?

o Dealers, manufacturers, distributors, and suppliers should
be familiar with the different provincial and state laws on
dealer terminations and dealer buy-backs.

10. Other Requirements

The contract should clearly list any other requirements, such as
signage, computer and communication systems, and parts and
service manuals.

A. Physical Requirements

o What supplier-branded signs are required? What are the
dealer costs?

o What supplier required computer system and/or software
will be needed by the dealer? What are the costs? Are they
shared and who is responsible for hardware and software
upgrades?

o Does the supplier require a dealer to make capital im-
provements to his/her dealership? These items should be
outlined in the initial contract.

« Will a dealer be required to have a dedicated communica-
tion system with a computer company, outside vendor or
the manufacturer/supplier?

o Will dealers be charged for parts and service manuals?

B.  Other Services Available
« Will the supplier charge for electronic price updates?
o Will the supplier offer online parts and/or equipment
availability? Will these be available to only the dealer or
to the general public via the Internet?

C. Competitive Lines
o Does the dealer agreement prevent selling of competitive
lines of equipment and/or other equipment brands?



Company and Product Information

A.  Company Information

« Does the supplier have an organizational chart and a list
of company officers?

o What change of ownership/management has occurred at
the supplier or its distribution channel within the last 12
to 24 months?

o Is the supplier aware of any information regarding pend-
ing ownership/management changes?

o What financial information can a dealer obtain about the
supplier?

o How available is financial information about foreign-
based companies irrespective of whether they have a U.S.
office?

« How financially sound is the company/supplier? Can a
recent credit report be made available?

o What is the supplier’s current debt?

B. Dealer-Supplier Relations
« Does the supplier have a dealer council? If yes, who are the
representatives on the council and how are they chosen?
o What is the process to settle dealer-supplier disputes?
 Does the supplier support arbitration to settle disputes?

C. Product Distribution Channels

o Does the supplier sell via distributors, independent rep-
resentatives, mass merchandisers, Internet, or dealer di-
rect?

o Does the supplier distribute dealer product(s) via hard-
ware stores, department stores or mass merchandisers?

o Does the supplier distribute product(s) to merchants that
do not offer parts and service?

 Does the supplier sell direct to consumers?

o Does the supplier have an Internet policy on sales of
equipment and parts?

Do all levels in the supplier’s distribution channel have
product liability insurance?

« What proof of continuing product liability insurance do
dealers receive?

D. Product Information
« What major model changes have occurred within the last

12 months?

o Are major model changes planned for the next 12
months?

o What recall/modifications have occurred within the last
12 months?

 Have there been any adverse product liability settlements
against the supplier?

o Has the supplier/manufacturer experienced any pro-
longed strikes, work slowdowns or work interruptions
in the past that have curtailed or stopped production of
equipment or the supply of parts?

Dealer Transfers and Succession Plans

A. Dealership Transfers
o What procedures does the supplier have in place for ap-
proving the transfer of a dealership?

B. Succession Plans
o What role does the supplier play in dealer succession
planning?

Dealer Associations

One of the primary purposes of equipment dealer associations
is to assist dealers in building relationships with manufacturers,
distributors and suppliers. Dealers encourage the development
of this supply chain through industry association events and
communication tools such as dealer meetings, conferences, trade
shows, and association publications. NAEDA and its affiliates are
uniquely positioned to assist in development and support of the
supply chain that brings products and services to the ultimate
producer market.

Suppliers are encouraged to participate in association conven-
tions, events and trade shows to build relationships with dealers
and their respective associations. Most associations also offer op-
portunities for advertising in their publications that are effective
communication tools with and for dealers.

Summary

This brochure suggests “Need to Know” guidelines for dealers
and suppliers before entering into a mutual agreement. Use of
the information contained in this brochure is not intended to
limit the scope of questions or answers that a particular dealer or
manufacturer/supplier may want to know, but rather to outline
what NAEDA and affiliates believe are the most important issues
to both dealers and manufacturers/suppliers as they decide on a
mutually beneficial relationship.

Any new relationship between a supplier and a dealer is only
valuable when both are candid, realistic and assess all aspects of
the partnership and agreement. This brochure was designed to
assist in the process of critical thinking, planning, development,
and implementation of mutual agreements between dealers and
suppliers.

To obtain additional brochures or seek further assistance,
please feel free to contact NAEDA directly
or one of the affiliate associations listed on page 8.

®

North American Equipment Dealers Association
1195 Smizer Mill Road - Fenton, MO 63026-3480
Phone: 636/349-5000 - Fax: 636/349-5443



Appendix: Affiliate Associations

TBD

Canada West Equipment Dealers Association
(CWEDA

John Schmeiser, Executive Vice President
2435 Pegasus Rd. NE, Calgary, AB T2E 8C3
Phone: 403/250-7581

E-mail: info@cweda.ca

Web site: www.cweda.ca

Deep South Equipment Dealers Association (DSEDA!
Vince Zebeau, Jr., Executive Vice President
P.O. Box 1191, Baton Rouge, LA 70821-1191
Phone: 225/383-5064

E-mail: DSEDA@aol.com

Web site: www.dseda.org

Far West Equipment Dealers Association FWEDA'
Steven G. Kost, Executive Vice President
2355 N Lincoln St., Dixon, CA 95620-9215
Phone: 707/678-8859 or 800/576-8850
E-mail: fweda@fweda.com

Web site: www.fweda.com

lowa Nebraska Equipment Dealers Association
('NEDA’

Andrew E. Goodman, President/ CEO

1311 50th St., West Des Moines, IA 50266-1782
Phone: 515/223-5119

E-mail: info@ineda.com

Web site: www.ineda.com

Mid-America Equipment Retailers Association

(MAERA)

L. Kim Rominger, Executive Vice President/
CEO

6124 Avery Rd., Dublin, OH 43016

Phone: 614/889-1309

E-mail: info@amgllcusa.com

Web site: www.maera.org

Midwest Equipment Dealers Association (MEDA)

Gary W. Manke, CAE, Executive Vice
President/CEO

5330 Wall St., Ste 100, Madison, WI 53718

Phone: 608/240-4700

E-mail: gmanke@medaassn.com

Web site: www.medaassn.com

MinnesotaSouth Dakota Equipment Dealers

Association (MSDEDA)

Richard W. Strom, Executive Vice President/
CEO

121 E Park Square, Owatonna, MN 55060

Phone: 507/455-5318
E-mail: officc@msdeda.com

Web site: www.msdeda.com

Montana Equipment Dealers Association (MEDA’
Bradley P. Griffin, CAE, Managing Director
1645 Parkhill, Ste 6, Billings, MT 59102
Phone: 406/256-1005

E-mail: brad.grifin@mtretail.com

Web site: www.mtequipmentdealers.com

North Dakota Implement Dealers Association
(NDIDAY

Matthew Larsgaard, President/CEO
1411 32nd St. SW, Fargo, ND 58108
Phone: 701/293-6822

E-mail: matthew@ndida.com

Web site: www.ndida.com

Northeast Equipment Dealers Association Inc:
(NEDA'

Ralph E Gaiss, Executive Vice President
128 Metropolitan Park Dr.,

Liverpool, NY 13088

Phone: 315/457-0314

E-mail: rgaiss@ne-equip.com

Web site: www.ne-equip.com

Ohio'Michigan Equipment Dealers Association

(OMEDA’

L. Kim Rominger, Executive Vice President/
CEO

6124 Avery Rd., Dublin, OH 43016

Phone: 614/889-1309

E-mail: info@amgllcusa.com

Web site: www.omeda.org

Pacific Northwest Association PNWA)
Ronald E Moore, President

3865 Wolverine NE Bldg. E., Ste. 39,
Salem, OR 97305-7819

Phone: 503/375-9024
E-mail: pnwassoc@callatg.com
Web site: www.pnwassoc.com

Association des Marchands de Machines Aratoires
de la Province de Québec AMMAQ

Peter Maurice, Directeur Général

7 rue Bernier, Bedford, Québec JOJ 1A0
Phone: 450/248-7946

E-mail: info@ammagq.ca

Web site: www.ammaq.ca

Southern Equipment Dealers Association (SEDA’
Billy L. Adams, CAE, President/CEO
115 Park Place, Dublin, GA 31021
Phone: 478/272-5400

E-mail: seda@seda-assn.com

Web site: www.seda-assn.com

SouthEastern Equipment Dealers Association

(SouthEastern’

Mike Caraway, Executive Vice President and
CEO

7777 Walnut Grove Rd., Ste. OM-3,

Memphis, TN 38187-0777

Phone: 901/756-1336

E-mail: mail@equipmentdealers.org

Web site: www.equipmentdealers.org

SouthWestern Association SWA

Jeffrey H. Flora, CAE, CEO

638 West 39th St., Kansas City, MO 64111-2910
Phone: 816/561-5323

E-mail: oholcombe@swassn.com

Web site: www.swassn.com

North American Equipment Dealers Association
1195 Smizer Mill Road « Fenton, MO 63026-3480

Phone: 636/349-5000 - Fax: 636/349-5443



