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Message from 

the President: 

Happy 2005! 

 

The holidays have 

been a welcome 

break from the daily 

routine but have 

interfered with 

publication of the 

newsletter. With the 

first Wednesday of 

the month being so 

early this year we 

(the board) have not 

met to make a plan 

for the upcoming 

year. 

An ongoing topic is 

FEN 2005. Since it 

would be held in the 

late July timeframe 

we are going to 

have to decide in the 

next several weeks 

to go or not to go—

that is the question. 

Bob Yetter has been 

talking up a long 

weekend trip to 

Harrison Hot 

Springs. One of the 

ladies in the club 

has mentioned a 

“Ladies Rally”. 

The first meeting of 

the New Year is 

Wednesday, January 

6. I have asked Gary 

Reed to share his 

Fiat commercials 

tape. Those of us 

No December Minutes 
 
Just a brief reminder that there was no meeting last month. 
 

13th Annual FEN Party 
 
The 2004 Holiday Season got off to a good start on December 5 at the 
annual FEN Christmas party hosted by Dan and Sooz Rian. By the time the 
main course was ready most of us were quite full from sampling all the 
great hors d’oeuvres provided by the talented cooks and shoppers. In 
addition to the canned food donations for Northwest Harvest there was a 
live auction of a few collector items. The additional funds were also donated 
to NW Harvest. A lively tree ornament exchange brought lots of laughs from 
the gang. Gary Reed brought a tape of Fiat commercials. The smooth sales 
pitches provided ample justification for our choice of fun cars. Thanks Gary. 
Hope you can bring it to the Wednesday meeting. 
 

FIAT is in Deep 
The company may try to force GM to buy its money-losing auto unit -- or kick in 

cash. 

 
When General Motors Corp. (GM) Chief Executive G. Richard "Rick" 
Wagoner Jr. and Fiat (FIA) group CEO Sergio Marchionne sit down on Dec. 
14 to dine after meeting at GM's regional headquarters in Zurich, the 
question of industrial marriage or divorce will hang in the air. Marchionne 
insists he still may wield the disputed put option inked by Wagoner and late 
Fiat Chairman Gianni Agnelli in 2000, a put that would force GM to buy out 
the loss-making Italian auto maker. General Motors argues that a 
subsequent recapitalization and asset sell-off at Fiat have invalidated the 
put. Now the one-year legal truce agreed to by GM and Fiat to find a 
solution has just lapsed. That means Marchionne could seek to force a 
union as of Jan. 24, 2005. "He is considering all options," says one Milan 
investment banker close to the company. 
 
Being forced to buy Fiat Auto is the nightmare scenario for GM. Four years 
ago, GM and Fiat had just inked a joint venture, and the companies had 
acquired stakes in each other. As part of the agreement, Fiat group -- which 
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who made the 

Christmas party had 

an opportunity to 

view it. For those of 

you who haven’s 

seen it come have a 

look. More on the 

Christmas party 

inside. 

Speaking of Fiat 

commercials, I ran 

across an article in 

the December 14 

issue of Business 

Week on the 

manufacturer of our 

favorite car. It ain’t 

looking good. I have 

included the article 

and a short follow-

up article from 

Forbes on the 15
th

. 

 

Ciao, 

Mike Wayte 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

has other businesses besides cars -- got the right to ask GM in the future to 
buy out the rest of the $27 billion Italian auto company. Agnelli saw the put 
as insurance in case he could not turn around his beloved auto business. 
GM, eyeing the 30% share Fiat commanded in Italy, agreed to the put to 
make sure DaimlerChrysler (DCX) and Ford Motor Co. (F) would not snap 
up its Italian partner. 
 
GM blundered big-time. Three years after the Fiat group skidded close to 
bankruptcy, stubbornly high losses and expected 2004 negative cash flow 
of $1.3 billion at the Turin-based car business have raised serious 
questions about the chances of fixing Fiat Auto. Fiat group, the holding 
company, will record losses of $1.5 billion this year and will probably need 
to raise a fresh $1.3 billion next year to pay off maturing bonds. "I wouldn't 
rule out a liquidity crisis in 2005," says Michael Raab, auto analyst at Sal. 
Oppenheim in Frankfurt. 
 
A WAY OUT 
Marchionne has his back to the wall. If he did force GM to honor the put, it's 
not clear what he would get for Fiat Auto. Some say the price would be 
negligible but that GM would be stuck with Fiat Auto's $5.3 billion in debt. 
Others say Marchionne could reap $4 billion or more if he gets Fiat to break 
even in a year or so. In either scenario, GM, facing pension legacies in the 
U.S. and huge losses in Europe, cannot afford an Italian car company. GM 
executives say privately that they are willing to tie Fiat up in court for years 
to avoid the put. "We have good lawyers," says one insider. But a long, 
nasty court battle could disrupt the joint ventures that have saved both 
companies billions in purchasing and development costs for engines and 
transmissions. 
 
Is there a way out? One plausible scenario, say those close to Fiat, is that 
Marchionne persuades Wagoner to inject cash into Fiat in exchange for 
canceling the put. That could pave the way for an Italian state-owned 
holding company to participate in a capital increase in 2005. "Fiat is in 
deep, deep trouble. The government expects to be called in," says a Milan 
banker, adding that the U.S. auto maker might pony up between $600 
million and $1.2 billion to exit the put. One possible glitch: Sources close to 
GM say that although it may be willing to provide cash, the company does 
not want to be part of any deal that increases its equity exposure to Fiat. 
 
Whatever form it takes, a final cash injection by GM could yield some 
advantages for Wagoner. It would avoid a protracted legal battle, which 
could poison GM's commercial and industrial collaboration with Fiat. Aside 
from the 10% stake General Motors holds in Fiat, several new models have 
been designed on joint platforms, including Fiat's all-important third-
generation Punto compact, which will be launched in September. The new 
Opel Corsa will follow on the same platform 18 months later. 
 
A final cash injection would also give GM the opportunity to recoup some of 
its losses from its Fiat foray -- if Marchionne, a turnaround specialist, 
achieves a miracle. Auto industry experts say the 52-year-old Canadian, 
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who took over in May following the death of Chairman Umberto Agnelli, has 
the industrial and management savvy to remake Fiat. The problem is, he is 
starting practically from scratch and needs several years to pull the feat off. 
To date, Fiat's efforts to restructure have been hampered by near-constant 
management turmoil. Since 2002 the company has had three group 
chairmen and four CEOs at Fiat Auto. "The company has lost three years," 
says one Italian executive close to Fiat. GM in the meantime has written off 
most of its investment. 
 
Racing against the clock, Marchionne started this summer by firing Fiat 
managers who had obstructed change and by bringing in top international 
auto talent -- another first for Turin. His new team includes Stefan Ketter, 
the former head of quality at Volkswagen's U.S. subsidiary, and Karl-Heinz 
Kalbfell, a former BMW veteran and CEO of Rolls-Royce Motor Cars Ltd., 
who will head Alfa Romeo. Marchionne has taken personal charge of Fiat's 
weak dealer network outside Italy in the rest of Europe. By overseeing 
marketing and sales, Marchionne hopes to lighten the load for Fiat Auto 
CEO Herbert H. Demel, a former Audi chairman who is overhauling the 
auto maker's industrial operations and lowering Fiat's cost base. "Demel, 
with his engineering background, is the guy to push Fiat in the right 
direction," says Christoph Stürmer, senior auto analyst at market 
researcher Global Insight in Frankfurt. Stürmer says remaking Fiat will still 
take two to three years. 
 
IMAGE PROBLEM 
Some better models are finally coming out of Fiat's design and engineering 
studios. The snappy new $11,000 Panda mini, with its high roof and 
spacious interior, will exceed sales of 250,000 this year -- 25% higher than 
the company forecast a year ago. The new Fiat Idea minivan and Lancia 
Ypsilon subcompact are also helping stabilize sales. 
 
Yet fierce competition from the French, Japanese, and Koreans has kept 
the company under pressure. Fiat's revenue per car actually dropped in the 
first 10 months of 2004, despite the new models, and its market share in 
Western Europe edged down slightly, to 5.5.%. "Their biggest problem is a 
bad image. This leads to a continuous price deterioration," says Arndt 
Ellinghorst, analyst at Dresdner Kleinwort Wasserstein in Frankfurt. To 
climb back, Fiat will have to pump as much as $1.5 billion more a year into 
new-model development than the turnaround plan envisions, experts say. 
 
Fiat's fate -- and GM's investment -- depend in large part on the success of 
the next Punto. The Punto, a top-selling model in Europe that accounts for 
40% of revenues, has twice revived Fiat's fortunes before. A hit Punto, 
combined with serious restructuring, might power Fiat Auto to breakeven in 
2006. That's Marchionne's plan. But first he has to have that dinner with 
Wagoner -- and press a deal on a rescuer who wants out of the rescue 
business. 
 
By Gail Edmondson in Frankfurt, with David Welch in Detroit 
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Membership Information 
2005 DUES ARE NOW DUE 

 
The board has decided to keep the dues at $25 per year. They have not 
changed since the formation of our club, 11 years ago. We are able to do 
this as we are not spending for copying and postage on the newsletter by 
having it available online to our members. You can pay online via PayPal 
through our website, fiatnorthwest.org, or mail a check to: 

 
Dan Rian, Treasurer 
5523 NE 195th Street 
Kenmore, WA 98028 

 
Email Dan at treasurer@fiatnorthwest.org or call at 425-483-9765 if you 
have any questions! 
 

FEN Merchandise 
Prices reduced again! 

Winter is here – F.E.N. Merchandise On Sale Now 

 
We’d like to sell the rest of the merchandise we have on hand. Therefore, 
Dan has cut the price on everything again. Let us know what you’re 
interested in by email (treasurer@fiatnorthwest.org) or phone (425-483-
9765) and we’ll arrange to get it to you either at a meeting, or deliver 
C.O.D. Here’s the list: 
 
Denim shirts    1 small, 3 medium only $20 each 
Red Fleece    4 large   $20 each 
Wind shirts    1 large only   $20 
Grey Polo shirts w/ 3 buttons 1 large   $12 
Baseball Hats   5    $10 each 
Regular T shirts       $8 each 
 White    1 large 
 Green    1 med, 2 large 
 
Thanks Dan Rian, Treasurer 
 

Great Drives 
 
Les and I love to explore roads that we haven't been on before. In our trip 
to this years hillclimb (Maryhill Loops) we had decided to do a little 
exploring around Goldendale with the help of a new book we found at the 
Cycle Barn in Lynnwood. The book is called Destination Highways 
Washington. The book details 346 of Washington’s best roads. Although it 
is for motorcycles, we pylon (the books word for cars) drivers can benefit 
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from the roads because we FIAT drivers like twisty, scenic roads. 
 
Our first road is the road from Goldendale to Lyle on the Columbia River. 
 
From US-97 southbound exit highway to SR 142 westbound through 
Goldendale, follow it clear through to Lyle. The road starts off fairly straight 
following section lines with left and right 90 degree turns until suddenly you 
are on the edge of a deep canyon, the road suddenly loses its centerline 
and becomes a one lane blacktop road. Do not worry; further down the hill it 
comes back to two lanes. The road is fairly tight and curvy. I get the feeling 
that the best time to travel this road would be in the fall or spring as this 
canyon could be like an oven in the summer. 
 
On the way you will pass through three or four little communities, the 
largest of which will be the town of Klickitat. Once near the bottom of the 
canyon the road follows the Little Klickitat River, which in turn joins the 
Klickitat River, and at Lyle it flows into the Columbia. 
 
The above book gives the route reverse of the way Les and I took. I feel 
that the book had the right of it as it leads us directly to the next Great 
Drive. 
 
At Lyle take SR-142 up the Klickitat and Little Klickitat Rivers until you get 
almost to Goldendale. At the sign to Glenwood and the Game Reserve turn 
to the left onto the Glenwood road. The road starts off typically straight with 
90-degree turns at the corners of the fields and gently working into typical 
central Washington woodsy terrain and a curvier road. Again you come to 
the edge of a canyon. At the bottom is the Klickitat River. The road drops 
down into the canyon and back up again, leveling out and becoming 
straighter with gentle curves and glimpses through the trees on your right of 
the canyon. It might be worth it to stop at the side of the road and take a 
peek at it. 
 
Pretty soon the trees thin out and you can get some magnificent views of 
Mount Adams. Once you get to Glenwood, turn left toward White Salmon 
and SR 14 on the Columbia River. Once you get to BZ Corners turn left to 
continue south. There are places on this road where you can see Mt. Hood 
in front and looking to the rear you can see Mt. Adams.  
 
When you get to SR 14 you can turn right toward Vancouver and I-5 to 
head home or left toward US-97 and home through Yakima and Ellensburg. 
 
Ciao, 
Norm 
 
 
 
 


