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DEALERS IN AUTOMOBILES ALID AUTOMOTIVE .PARTS ADVISED ON COVERAGE 

OF FAIR LABOR 3TAJIDARDS ACT 

Fur ther c l a r i f i c a t i o n of the coverage fo r purposes of aiforcement of the Fa i r 

Labor Standards Act as app l i ed t o dea l e r s i n automobiles and automotive p a r t s was 

i s sued today by Colonel P h i l i p B, Fleming, Admin i s t r a to r of the Wage and Hour 

D iv i s ion , i n t h e form of a s tatement p repared i n the o f f i ce of George A, McNulty, 

General Co\msel of the D iv i s i on , "'.•.• ' ' 

The s ta tement supplements a r e c e n t l e t t e r^ dea l ing v/i th r e t a i l and wholesa le 

e s t ab l i shmen t s g e n e r a l l y . I t i s confined t o the exemption for " r e t a i l and se rv ice 

e s t ab l i shmen t s " provided for i n the Act , as i t app l i e s to the d i s t r i b u t i o n of 

automobiles and automoti-ve p a r t s . 

The s ta tement p o i n t s out t h a t t h e exenyt ion provided by Sec t ion 13 (a ) (2 ) of 

the Act a p p l i e s only t o employees engaged i n r e t a i l or s e rv i ce " e s t a b l i s h m e n t s , " 

In f u r t h e r d e f i n i t i o n of t h i s exen5)tion, the s ta tement d e c l a r e s t h a t where a 

s i n g l e motor oar d e a l e r opera tes two or moro sepa ra t e e s t ab l i sh r aen t s , the s a l e s of 

each establ is l iment must be considered ' s e p a r a t e l y in order t o determine whether suf>'» 

es tab l i shment me.y p rope r ly be c l a s s i f i e d as a " r e t a i l e s t ab l i shment" under the Ac t . 

The t o t a l sa los . of the e n t e r p r i s e as a whole w i l l not determine the r e t a i l or non-

r e t a i l c h a r a c t e r of sepa ra te e s t ab l i shmen t s w i t h i n t h e b u s i n e s s . Employees en­

gaged i n a wholesale es tabl i shment a re not exempt from the wage and hour provisio,;-. 

oven though the wholesale es tab l i shment i s opera ted by a f irm which a l so conducts 

a l a rge r e t a i l b u s i n e s s . Thus, for example, an automobile dea le r m<.\y s e l l motor 

ca rs a t r e t a i l i n one placo and automotive p a r t s a t wholesale ( to g a r a g e s , doal-^rs, 

and f l e e t accounts ) in a department v/hich i s d i s t i n c t and sepa ra t e from t h e r e t a i l 

branch — as where.a room or rooms a r e s e t a s ide for the s e l l i n g of p a r t s . Under 

t h e s e c i rcumstances , the p a r t s bus iness t aken alone should be considered a whole­

sa l e es tab l i shment and the exemption v:ould no t apply t o employoes engaged t h e r e i n . 
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The exemption applicable to employees of "service establishments," the state­

ment further declares, extends only to employees of establishments performing 

services for private consumers. Thus, •mployees of a garage which does work on 

vehicles owned by individuals for private or family use are engaged in a service 

establishment for purposes of the exemption. However, mechanics and service men 

en5)loyed in the follovdng types of establishments are not engaged in service 

establishments as that term is used in Section 13(a)(2): 

(a) Employees in a warehouse owned by a manufacturer or wholesale distributor 

engaged in servicing cars prior to their delivery to the retail establishments, 

(b) Employees of a garage or service department which does work on vehicles 

used by transportation or hauling companies or other commercial concerns, 

"Where a single establishment engages in retail selling and servicing as well 

as in wholesale selling (that is where these activities are not segregated)" the 

statement continues, "the dollar value of tho retail sales and the dollar value of 

the servicing for private consumers may be added to ascertain the percentage of 

business in tho exempt category. In other words, if 50 percent or more of the 

dollar value of total sales represents retail sales plus services for-p-rivate con­

sumers, the establishment for purposes of enforcement is deemed a retail" or ser­

vice establishment within the meaning of the exemption," 

In the statement, Mr. McNulty informed Colonel Fleming: 

"It is our opinion that retail sales will include sales of automobiles, parts, 
accessories, etc., to individuals for private or family use. 

"The following typos of sales may not properly be considered as retail sales: 
"(a) A-utomobiles to dealers for resale. 
"(b) Automobiles to com:-aeroial establishments for business or industrial use. 
"(c) Parts and accessories to dealers, garages, fleet accounts, for purpose 

of resale, repair or replacemont. 
"(d) Trucks, tractors and trailers to industrial or busines.s concerns. 
"(e) Fleet sales." 
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