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A New Order in the Auto World

chises have now joined their colleagues
holding Chrysler franchises and begin the

summer with a partner they never expected in
their wildest dreams: the U.S. government.

That’s because the Treasury Department
will be a majority shareholder in each firm
(35% at New Chrysler and 72.5% at New GM)
as they emerge from bankruptcy proceeding
in the next few months. Treasury completed
the orchestration of the managed bankruptcies
last week and though it has said repeatedly it
is not interested in running either company,
its role in “structuring” the bankruptcies for
both would seem to indicate that government
appointed board members at both companies
will influence any major manufacturer dealer
relations issues that arise. Indeed, pundits are
already calling GM ‘government motors.”

Until then, however, SMCDA dealers will be
busy dealing with a landscape few could have
imagined. In progress will be the dissolution
of some 798 Chrysler brand outlets and the
winding down of as many as 2,000 more GM
franchise holders “sacrificed” for the good of
the remainder. Fiat remains in the wings,
ready to lead “NewCo” Chrysler. The end of
the storied Pontiac franchise will be underway
and possibly Hummer, Saturn and Saab as
well. It appears that GM has found a buyer for
Hummer, while Saab is in the first month of
reorganization in bankruptcy that may or may
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ceed. GM is now “Government Motors.”’
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two bidder groups for Saturn, one led by
Roger Penske and the other by Teleso
Ventures, a group of Saturn dealers and for-
mer Chrysler executives who each intend to
use the existing dealer network to sell vehicles
made outside the U.S. under the Saturn brand.
The Dodge Viper looks to be no more. The
company had offered to sell the name, tooling
and factory for the powerful sports car for a
meager $10 million, but got no takers.

In a fashion, dealers will be turning to the
government for auto financing as well given
the fact that Treasury will be a 34.5% owner of
GMAC Financial Services as part of the bail-
out effort.

Most critically, however, dealers will be
looking for an end to the abysmal new vehicle
market they have suffered through for the past
two years. Sales reports for May indicate that
the end was not yet in sight as the industry’s
annual selling rate remained in the low nine
million units range with year-over-year
declines of 30% to 45% not extraordinary.

On a positive note, the Conference Board
said the number of Americans who planned
on buying a car over the next six months rose
to 5.5%, the highest in a year. There were also
reports that service and used vehicles sales
continue to improve in the region. ®
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By Don LaMar,
LaMar Hyundai, Cerritos

hat a couple of months we've had
Win our industry. Chrysler used its
bankruptcy filing as a tool to thin
dealer ranks immediately, while GM is taking
a more subtle approach in the reduction of
franchises. Multiple Southland-area Chrysler
as well as GM dealers received the news that
manufacturer’s future plans don’t include
them. That said, the Southland-area
dealers fared better then dealers in
many other large metro areas, which
provides a sense of relief for our region.
Unfortunately, it doesn’t provide solace
for those dealers who didn't make the
cut. These are unsettling times for all in
our industry, especially our employees who have stood by us, some for
decades.

“SMCDA’s sole purpose
is to support you.”

While the surviving dealers will be in a stronger position in the future,
we as a collective industry are facing changes that are unprecedented.
The hard-fought state franchise laws have been virtually wiped out by the
federal bankruptcy laws and our fellow dealers are caught holding the
bill. SMCDA has been vigilant in standing up for the dealer in this entire
process. We have gone to Washington D.C. twice in the last six months,
meeting with the entire Southland congressional delegation, trying

to loosen up the credit market and building support for the cash-for-
clunkers legislation. We are working closely with CNCDA in supporting
new franchise legislation, ensuring that our state legislators understand
the need for quick passage. We are also engaging our legislators in
defeating SB 95, a bill that would add significant liability to dealer bonds
and significantly reduce the loan payoff times that would ultimately hurt
consumers.

All dealers are facing challenges. Your SMCDA is working hard on your
behalf, and I encourage you to support your association. The association’s
sole purpose is to support you.

Sincerely,
Don LaMar



Senate to Investigate
Dealership Closures

Chrysler and GM dealers facing the prospect

In the Marketplace

J.D. Knabe & Associates
Providing facilitation of customer
relations, employee relations, CS
methods, and event planning.
Good organizational skills. Call
Julie Knabe at (562) 402-6059
or e-mall julie@)jdknabe.com.

and reality of losing their franchises took deal-

er advocates to Capitol Hill again last month,
as a broad based effort to get the House and Senate
to provide for a longer phase-out period for dis-
continuing franchise holders gained momentum.

With the draconian Chrysler termination date
of June 9, 2009 front and center, NADA’s efforts
had been focused upon passage of a legislative
initiative offered by Senator Kay Bailey Hutchison
(R-Tex) that would keep the U.S. Treasury from
providing funds to any automaker that doesn’t
provide a terminated dealer with at least 60 days to
wind down operations and sell inventory.

The Senate Commerce Committee held a hear-
ing on June 4 to investigate the GM and Chrysler
dealership closures. Committee chairman John SMCDA,
Rockerfeller, (D-WVa) invited GM CEO Frederick
“Fritz” Henderson and Chrysler LLC boss Robert :
Nardelli to testify as well as NADA chairman John Save the date for
McEleney. NADA urged its members to contact SOUTHLAND MOTOR CAR DEALERS ASSOCIATION’S
any gnd all of the Commerce Comrr}ittee members CCHOLARTITT G
and impress upon them the economic harm that
will result from these dealership closures. Monday, July 27, 2009

NADA says the hearing is more important than SeaCiliff Country Cl}lb
ever, given the Chrysler bankruptcy court’s ruling L OTBE S CAl
this week to turn down a challenge by a group of
“unassumed” dealers to extend the June 9 deadline
by which they must stop selling Chrysler products.
“It’s just not reasonable to ask us to wind down
our business in two to three weeks,” said NADA
chairman John McEleney.

There are reports that many Chrysler product
dealers losing their franchises are having dif-
ficulty selling off their inventory and/or taking
significant hits on gross profit. There are also some
indications that franchise loss is impacting their
ability to obtain floor plan financing for the other
franchise(s) they may have in the same facil-
ity. Now that GM has also declared bankruptcy,
NADA fears a similar fate awaits GM dealers who
will not be “assumed.” H

J.D. Knabe

& Associates

Celebrating 13 “rears
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Seleding IT Vendors: Cautionary Points

dealership’s business objectives, beware of:
“Whiz Bang Features”— It may seem great
that you can pick from a palette of 256 colors to
configure your screens, and each screen can be a
different color. Ask yourself, do you really need it?
Will it make the application more efficient, or will
it prove a drain on the help desk?
Showing you what they want you to see — A ven-
dor wants to present his or her product in the best
light. This can mean showing you all the impres-
sive features and not showing you the things that
you might not like.
Cheap Software, Expensive Implementation —
An implementation can cost you two to ten times
the cost of the software. Be sure to inquire about
the cost of implementation.
Concurrent License versus Named Users —
Make sure you understand the license terms before
going too far down the sales process. You do not
need a surprise just before closing the deal.
Help Desk — Does the vendor have a help desk
with 24/7/365 support? Do the help desk person-
nel have strong communication skills?
Real References — Check the references to make
sure they have had dealings with the vendor
Request references only from the retail auto indus-

try.

When shopping for an IT vendor to meet your

DEAL?H
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Research and
Development
Cutback — A good
indication of an
organization’s finan-
cial condition is the
level of spending on
R&D. Ask the ven-
dor about the orga-
nization’s plans for
future upgrades and
the current com-
mitment to R&D.
Other Software — Always find out what other
software is required. It can cost a significant
amount of the overall price of the software if you
have to buy user licenses for other software.
Maintenance Costs — Assume that the list price
of a piece of software is $100,000, but you buy it
for $70,000. Maintenance is quoted at 15 percent.
What would you expect to pay next year for main-
tenance? Is it 15 percent of $70,000? Is it 15 per-
cent of $100,000? Is it 15 percent of $100,000 plus
10 percent for inflation? Is it 15 percent of
$150,000 because of a major price rise?

Throwing Mud — Most vendors will not directly
attack their competitors, but instead create doubt
about the competition and its product. Feel free to

When shopping
for an IT vendor
to meet your
dealership’s busi-
ness objectives,
beware of a few
key points.

Continued on next page
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2020 Main Street, Suite 600
Irvine, CA 92614
949.975,7500

www.DealersAdvocate.com



ask direct questions as to what the vendor can
deliver that its competitors cannot match.

Ask the Expert — In many situations, the sales-
people have only a superficial understanding of the
software. They rely on technical people to actually
demonstrate and answer technical questions. It is
always best to focus on the technical person in a
presentation and direct questions to that person.
The technical person is there to demonstrate what
the package can and cannot do. He will have to
install and support the software so is more likely to
foresee ongoing problems you might have.
Contract Surprises — Make sure you get a copy
of the contract before you make a commitment to
buy and have your legal people review it. The con-
tract is open to negotiation until it is signed.

Not in the Contract — Do not rely on verbal
assurances. Deal with vendors on the basis that if
it is not in the contract, it does not exist.
Swapping Technical Staff — Begin the evaluation
period with the same technical people who will be
responsible for implementation. Have the imple-

mentation team specified in your contract.
Conclusion — At the end of the day, you want to
be partners with the vendor. A partnership is not
achieved by either side
trying to win points
against the other.

This article is excerpted
from A Dealer Guide to

S
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Selecting IT Vendors _ A _
(BM40), which can be N Jar Y

: el Iw o
ordered online at www. /- P
nada.org/mecatalog or B i :

by calling NADA at

800-252-NADA, ext. 2.

Members can log in at www.nada.org/ITguide to
download the guide for free before June 15,
2009. m

Expericnce the Moss Adams difference.
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Fight Fraud One Byte at a Time

By Rod C. Bauer, Bank of America Dealer Financial Services

losses reaching nearly $20 billion per year,

it's no wonder that fighting fraud ranks high
among dealerships’ concerns. As thieves become
more sophisticated, the risks and probability of
fraudulent activity impacting your business
increases. In this article, I highlight a few electron-
ic tools and solutions that can beef up your fraud-
tighting arsenal.
Tap into Positive Pay for early “intel”

Positive pay is an electronic solution for your
disbursement accounts that acts as a valuable tool
in the war on fraud. Early intelligence could go a
long way in helping prevent certain types of check
fraud and positive pay is one way to achieve that
objective.

Here’s an example of how one type of positive
pay works: Send your financial institution your
check issue information via data transmission in
the required format. When checks are presented
for payment, the positive pay service compares the
dollar amount and check number of each item
with your issue information. Checks that do not
reconcile with your issue information are present-
ed to you as exceptions. You view the exceptions to
provide first-level approval of pay or return deci-
sions including a reason code for the return, or
research the exceptions further.

In the past, system compatibility issues between

With identity theft on the rise and check fraud

dealer management systems and banks prevented
some dealers from being able to utilize certain
types of positive pay to help fight fraud. Several
years ago, Bank of America took the lead in work-
ing with three dealer management systems provid-
ers in the automotive industry to address compati-
bility issues. After extensive work with these pro-
viders, positive pay programs are now compatible
with many dealers’ accounting systems and can
provide valuable fraud-prevention tactical support
through early alerts.

Take better command of your accounts receiv-
able with remote capture solutions

When it comes to accounts receivable, move
“command central” to your dealership’s back office
with a remote deposit/capture solution. Remote
deposit service online can turn the Internet-
connected PC on your desk into an on-site bank.
This electronic solution can offer several key bene-
fits: better control, time savings, faster access to
your funds, and improved fraud controls with
robust security features.

With remote deposit service online, you can
scan and deposit up to 500 paper checks right
from your desktop, which can help to eliminate the
need to transport paper checks to the branch
everyday. And if your electronic deposit is trans-
mitted to the bank by 10 p.m. Eastern time, it will
post to your account the very same day, allowing

Powerful Advertising Solutions

One call can deliver to an audience that spends

With a combo buy of Long Beach and South Bay's four major

newspapers, you can target your audience from LAX to Orange County.

Call 562-499-1301 or 310-543-6695
PressTelegram Daily Breeze

www.presstelegram.com | www.dailybreeze.com
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As thieves become more
sophisticated, the risks and
probability of fraudulent activi-
ty impacting your business

you access to your cash
sooner.
The service can also

ALTOC LT

Officer Adam M. Sciacca, and you’ll get an earful. “A
cleared check is like a time bomb. Keeping cancelled
checks in files or storage is one of the biggest risks I

help you improve your
check fraud controls
through automatic
duplicate item detection, expedited returns processing
through electronic channels and client-defined tables
that will identify items you have flagged for review.
What’s more, every electronic file you send is protect-
ed by 128-bit Secure Sockets Layer encryption, digital
certificates and double firewalls.

Getting started generally requires minimal invest-
ment of time or money. Typically, the only equipment
you need is a small plug-and-play scanner that you
buy, rent or lease from your financial institution.

Check transformation with remote deposit service
online is fast, easy, convenient and can put you in bet-
ter command of your receivables. Its fraud-fighting
benefits are an added bonus that can give you a tacti-
cal advantage against certain types of potential losses.
Defuse the cancelled check time bomb with image
solutions

Every month, your bank statement comes in with
copies of cancelled checks. You or your office manager
check the statement and balance the books, and file
the cancelled checks. When you close out the year you
box them up and store them.

What's wrong with this approach? Ask Treasury

increases.

Celly Services, Inc

Heolping Dealers Comply with
EPASOSHA Rogulations For 20 Years

* Hazardous Waste Managementl

= linesas & Injury Prevention

* Safety Inspection & Training

* Respiratory Protection

* Haz Mat Relcase Response

: Phaso | Environmontal Asscossmont

* Hazardous Waste Cost Recovery

= Newslatters on Emerging EPA/OSHA Issues

see clients take on a regular basis. Not only does a
cancelled check have all the account information, but
it includes something even more dangerous - a signa-
ture.”

For a would-be thief, a cancelled check may be like
hitting the lottery. Consider all the information pro-
vided on a cancelled check: Serial number, range, your
account number, the account number for the person
to whom you wrote the check, and your signature.
That's often a winning combination for certain types
of check fraud.

Image solutions are a picture-perfect alternative for
many to physically storing cancelled checks. Through
image solutions, physical checks are replaced by elec-
tronic images. You can retrieve and archive images of
account transactions through a variety of electronic
options, which can help eliminate the hassles and
expenses associated with check storage, while still
retaining a required proof of payment. There are sev-
eral image options available including images via the
Internet, CD-rom or bulk transmission.

Moving to a check imaging solution may go a long
way toward helping defuse the cancelled check time
bomb and can also deliver added efficiencies for your
dealership. Whether you are a single-point dealership,
or a multi-point franchise, there are imaging solutions
that can be customized to fit your
needs.

These are just a few electronic
solutions that can help take the bite
out of fraud, one byte at a time. To
learn more about fraud-fighting tools
and terms and conditions that apply,
please contact Rod Bauer at (310)
328-1054. =

= Spill Prevention, Control, Counlermeasures

* Represantation in OSHA Enforcemeant Cases

SAM CELLY, MS JD

Registered Environmental Assessor
Certified Safety Professional

Cartified Ealaty Proleasionals & Regisiered Envirenmenial Aaseasara
Momber DCADA, SMCDA, AICHE & AIHA
A444 Waal Ocaan Blvd,. Suite 1402
Leeng Baach, TA BOBO2-4517

Phone: 562.704.4000 -
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By Jan. R. Kelly, Kelly Enterprises

Kelly’s Korner: F&l Functions in the Current Economy

Would you advise that we outsource our F&I
until the economy turns around?

always an alternative, although it is not
something I would recommend. That is a
discussion for another day.

Keeping your dealership and the business man-
ager capitalized is dependent upon sales. F&I man-
agers need deals, sales managers need deals, and
sales consultants need deals. The F&I manager is a
key position and should be able to earn their own
way. It is a commission position, not a salaried posi-
tion.

F&I manager should work in concert with the
sales manager to make every deal possible. The F&I
manager today needs to be flexible enough to fill in
for the sales manager, to close a deal when needed
and to possibly sell the unit. Be aware when you let
go of a talented F&I professional, your dealership
will suffer a severe brain drain in the management
and income producing areas.

Be clear about your production expectations for

AI realize that outsourcing the F&I process is

the manager, provide the needed tools and pro-
cesses, and monitor the results. Most will rise to the
level of expectations. Economic down turns present
dealers with an opportunity to reevaluate their
staffing. The three “T”s rule comes to mind: train
them; transfer them; or terminate them.

When times are slow the professional uses the
time to skill up - to practice, to follow-up on lost
income opportunities. If your F&I team member
does not wish to skill up, maybe there is another
position in the dealership for them. If so, transfer
them.

If education is not the answer, transferring them
will not be the answer, then you are faced with
option three, termination. Then you will have an
opportunity to replace the manager with someone
who does want to learn, and grow.

Are your sales consultants prospecting for busi-
ness or are they showing up waiting for the next
walk on to arrive? Perhaps the entire sales depart-
ment could use some education. H

Article written by: Jan Kelly, President of Kelly
Enterprises. Visit her online at www.JLKelly.com.

Supercharge Your Education

Earn a Bachelor’s Degree in Business
on the Cerritos College Campus

* Degrees for working aduits
* Year-round enroliment
* All classes taught on campus

The Business University at Cerritos College

Learn more at www.cerritos.edu/northwood
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Seeking Dealership Loans

How can a dealership seek a loan under
SBA's (7a) guarantee program?

A Contact lenders you already do business

with. Local and regional banks and credit

unions often do 7(a) loans. It’s suggested

that you have your principal lender contact talk
to the SBA loan expert (if any) and, if seeking
floor plan, the floor plan expert (if any).

Contact the 7(a) loan expert at the SBA district
office in your state. These SBA employees often
have first hand knowledge of which lenders are
actually making 7(a) guaranteed loans in the
state. See: http://www.sba.gov/localresources/
index.html

Contact state and local lender associations and
the lenders your association has a relationship
with and outreach on SBA 7(a) program in gen-
eral, and the new floor plan pilot in particular.
The National Association to Guaranteed
Government Lenders (NAGGL) also is a good
point of contact: www.naggl.org

Go to the SBA 7(a) preferred lender list but
realize that it is no panacea. See: http://www.sba.
gov/services/financialassistance/7alenderprogra
ms/index.html Whether any particular lender

presently is in
the game is
largely a func-
tion of its capi-
tal liquidity, its
cost-of-funds,
and its risk tol-
erance. Even
with little back
end risk, lend-
ers need to
have the $ available to lend at a decent profit.

NADA is developing an outreach program
aimed at lenders. We intend to partner with SBA,
with floor plan administrators, and with other
interested parties with the goal of getting more
lenders to drink from the SBA 7(a) well. Note
that NADA continues to work for a legislative
increase to the SBA 7(a) program’s statutory $2.0
million loan cap, and on strategies to revitalize
the securitization market for SBA 7(a) loans and
for floorplan loans generally.

As always, please feel free to contact Todd
Leutheuser at SMCDA if you have any questions
or suggestions. M

..... HELPING DEALERS REMAIN PROFITABLE IN AN INCREASINGLY COMPETITIVE MARKET

OPERATIONAL REVIEWS

BUY/SELL AGREEMENTS

ACCOUNTING AND AUDITING SERVICES
FINANCIAL STATEMENT PREPARATION

TAX PLANMING, COMPLIANCE AND PREFPARATICN
INTERIM REVIEW OF INTERMAL CONTROLS

LIFO COMPUTATIONS AND COMPLIANCE
MANAGEMENT ADVISORY SERVICES
EXECUTIVE COMPENSATION ISSUES

MLC

CERTIFIED PUBLIC ACCOUNTANTS

(909) 946-7207 - FAX (909) 946-7786

MICHAEL L. COX & ASSOCIATES

5541 ARROW HWY., SUITE A
MONTCLAIR, CA 91763-6600

WEBSITE: www.mlccpa.com
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Cerritos College Provides Interns at No Cost

erritos College is coordinating a summer The program runs The Summer Youth
youth work program that connects students from May 4, 2009 Program subsidizes
and employers. The program is a win-win for ~ until August 31,2009  the students’ wages,
all parties, as the students’ pay is government and focuses on youth allowing employers
subsidized, allowing employers to hire ages 18 to 24 years to hire interns at
interns at no cost. The program is fund- old. All participants no cost,.
ed through the Southeast Los Angeles must meet specific
County Workforce Investment Board income requirements
(SELACO/WIB). and fall into at least one of the program identi-
The Summer Youth Program was cre- fied target groups.
ated to provide young adults with work Program participants can work up to 250
readiness training and work experience hours. They will be paid a minimum of $8.00 per
to help prepare them for a successful hour by the program, which allows employers to
entry into the workforce. All students hire interns at no cost. If you are interested in
must first complete a short work readi- hiring a student or would like to place an ad with
ness training course and then shortly the program for specific job opening, please con-
thereafter will be placed in internships tact Danylle Williams-Manser in the Pathway
which correspond in some way with the student's  Programs Department at (562) 860-2451, ext.
future occupational interest. 2517, or email dmanser@cerritos.edu. M
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® @ What if one strategic move makes all

—
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the difference in your dealership’s success?

Contact Rex Lyon

800-435-8842

Regional Sales Manager

We have the knowledge to help your

dealership move in the right direction.

Offering a combination of benefits you won't find in any other
insurance package, Zurich is positioned to provide your dealership with
the specialized protection it deserves in today’s changing business
environment. Let us help to keep your dealership moving towards
success. Property & Casualty e Binding Arbitration Program e Dealer Risk
Management Training ® Discrimination: Zero Tolerance Training Program
www.zurichna.com/zdu

Because change happenz "

Z

ZURICH

Insurance coverages and non-insurance products & services are underwritten and provided by member companies of Zurich in North America, including Universal Underwriters Insurance Company and Universal Underwriters
Service Corporation. Certain coverages and products and services are not available in all states. ©2006 Zurich American Insurance Company.
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Must be a
Los Angeles Times

reader.

= More than half of SoCal
new-vehicle buyers
read The Times.

Our readers buy a lot of cars, and they're willing to go
the distance to do it. Most Times readers traveled more
than 10 miles to purchase their last vehicle and more
than 850,000 Times readers plan to buy a new or used

vechiele in the next 12 months.

PE {fos Angeles Times | latimes.com.

THARK
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