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I
In times of crisis, you see the true 
strength of the nation we live in, the 
businesses that drive our livelihood, and 
the communities of neighbors and co-
workers that keep it all together.

As a result of the coronavirus 
pandemic, the automotive industry 
has seen an unprecedented loss in 
sales over the past few months and 
F&I departments are facing serious 
challenges amidst these losses. It has 
been amazing to watch the automotive 
industry come together in this perilous 
time. From technology providers 
offering dealers complimentary 
services, to training companies 
setting up virtual sessions to keep the 
momentum going.

There is one specific effort I would 
like to focus on today, and that is the F&I 
Providers Relief Fund for F&I Managers. 
National Auto Care’s CEO, Tony 
Wanderon, saw the dramatic impact the 
coronavirus pandemic was having, on not 
only his own company but the dealers 
and their F&I departments, that he does 
business with. 

“The F&I professionals are the people 
who have taken care of us and our 
companies for quite some time,” said 
Wanderon. “They support us every day 
when business is  normal. Now in their 
time of need, we are here to support 
them.”

With that thought, he chose a select 
group of colleagues with whom to share 
his initiative, and they made up the 
newly established fund’s executive board. 
“As word spreads, donations follow,” 
he said. “In fact, F&I providers are 
anxious to show their commitment to 
F&I professionals during this economic 
downturn.

Although there are many relief 
programs for others within and outside 
the auto industry, Wanderon realized 
that aid is not readily available to F&I 
managers. “There’s just never been 
anything that I’ve seen that specifically 
was there to help fund F&I managers 
through these hard times,” he said, 
noting the potential donor pool is deep. 
“That number [of founding contributors) 
probably makes up less than 5% of the 
overall industry, maybe 20% just from a 
sheer volume perspective.”

The seven Relief Fund board 
members are representatives from an 
array of organizations. That was done 
purposefully, so that bias towards a 
certain automaker, dealership group or 
region would not come into play when 
relief is extended.

Once an application has been 
approved by the board, the process is 
something akin to a pre-qualification for 
a mortgage; the prospective recipient’s 
information will be verified, and money 
will be distributed.

As I write this, the fund has generated 
$450,000 in donations and is actively 
working to distribute the funds to those 
who have applied. 

If you have any of your own ideas 
for ways in which Agent Entrepreneur 
can continue assisting the automotive 
community in this time of need, I ask 
that you please reach out to me. As 
always, I wish you and your families’ 
good health and prosperity, both now 
and in the days to come. 

D O N E  D E A LD E P T
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To all, 

I hope all of you, your families and your teams are well. I am sure each of you are dealing with similar 
challenges and opportuni9es. Last week, I was thinking of the drama9c impact this is not only having on 
us, but the dealers and their F&I employees who have supported our companies and our livelihood for 
years. Like each of our companies, they all are facing serious challenges and having to enact layoffs, 
furloughs or make deep cuts in pay for the F&I managers na9onwide. While we are all focused on our 
companies, I feel that as a group we could make a difference for many F&I families. I know that giving at 
a 9me like this may be a challenge, but by doing this, we can show just how commiCed we are to the 
industry.  

Since launching this ini9a9ve last week, we have had overwhelming responses from many in our 
industry, raising over $200,000 with a goal of $1 million in only five days. AS part of this outstanding 
progress, we have partnered with Kelly Price at NAE to use her 501c3 charity “Changing Lives” (EN 
number 83-1369892) to administrate this effort. In addi9on, we have established an advisory board of 
five industry leaders who represent a wide range of services including administrators, underwriters, 
roadside assistance and technology. Their objec9ve will be to help raise funds, oversee where they will 
go, and decide how they can be best distributed to have maximum impact. Our commitment would be to 
give 100 percent back to as F&I many professionals as possible.  

And, we have established clear guidelines on individual grants with no personal informa9on being 
shared with the board (dealership name, geographic region, etc.). This will ensure that we are making 
the best decision for each based on need. Our grants will range from $500 to $2,000 per family. While 
this is not a lot of money, it will help defray some of the hardship they are being faced with every day.  

I have personally commiCed $10,000 along with a $10,000 match from our company. I would ask each of 
you to make a similar commitment, but I know that for some, this may not be possible, and that is 
fine. But I would ask you to think about the good we can do as a group for the people who have always 
supported us.  

There is s9ll much work to be done, but with the passion and determina9on of this group, we will get 
this done quickly. I know that as a common voice, united in our efforts, we can be more impac^ul than 
as individuals and can show that our commitment runs deep.  

Thank you for your 9me and please let me know if you have any ques9ons. 

Sincerely,  

Tony Wanderon 

Making a difference for F&I families 

208 Ponte Vedra Park Drive 
Ponte Vedra Beach, FL 32082
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BLACK BOOK USED VEHICLE RETENTION 
INDEX SEES LARGEST DECLINE EVER IN APRIL

Black Book released its Used Vehicle Retention Index for April 2020 (114.6), a 
-7.9 point change from March (114.6). 

“Compact Cars and Compact SUVs led the decline with record drops due 
to continuing decreases in gasoline prices,” said Alex Yurchenko, senior vice 
president, Data Science. “On the other hand, the SUV/Crossover segments 
fi nished the month especially strong due to low fuel prices. Due to changing 
economic conditions, we do not expect this strength to continue, and we 
project a drop in values in April.” 

The Black Book Used Vehicle Retention Index is calculated using Black 
Book’s published Wholesale Average value on two- to six-year-old used 
vehicles, as percent of original typically-equipped MSRP. It is weighted based 
on registration volume and adjusted for seasonality, vehicle age, mileage, and 
condition.

The Index dates to January 2005, where Black Book published a bench-
mark index value of 100.0 for the market. During 2008, the index dropped 
by 14.1%, while during 2016 the index fell by just 6.4%. During 2011, the 
index rose strongly from 113.3 to 123.0 by the end of the year as the econ-
omy picked up steam and used vehicle values rose higher. It continued to 
remain relatively stable, rising slightly until May of 2014 when it hit a peak 
of 128.1.

ASSURANT ACQUIRES 
AMERICAN FINANCIAL 
& AUTOMOTIVE 
SERVICES

Assurant, Inc. announced it has 
acquired American Financial & 
Automotive Services, Inc. (AFAS).  
AFAS CEO and founder, Arden Hetland, 
along with the AFAS management team, 
will join Assurant upon the closing of 
the transaction.

“Following our acquisition of The 
Warranty Group, our agreement to 
acquire AFAS further underscores our 
confi dence in the long-term growth 
potential of the global automotive 
market,” said John Laudenslager, 
president of Assurant Global 
Automotive. “Having Arden and 
his team join Assurant gives us the 
benefi t of their years of experience 
and expertise, which we will count on 

as we continue to grow the business 
together.”  

With nearly two-million vehicle 
service contracts in-force, AFAS will 
provide greater scale and operating 
effi  ciencies, and the ability to benefi t 
from long-term favorable market trends 
that support increasing vehicle service 
contract attachment rates. Hetland will 
lead the AFAS business, focusing on 
delivering an even more superior client 
experience. 

“Joining Assurant enables AFAS to 
benefi t from the global expertise, scale 
and breadth of an industry leader,” said 

Hetland. “Having partnered with us for 
so many years, they clearly value our 
team’s depth of experience and high-
touch relationship approach, which are 
key factors in our shared commitment 
to servicing clients and growing the 
business.”

AFAS will retain its brand and 
continue to operate as a separate 
direct-to-dealer channel under Assurant 
Global Automotive, throughout a multi-
year transition process. The transition 
will focus on building a seamless 
customer experience that integrates the 
best of each company’s off erings.
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Patrick Manzi, NADA Chief Economist: 
New light-vehicle sales fell sharply in 
April to a SAAR of 8.6 million units, the 
lowest monthly selling rate in almost 30 
years. The April SAAR represents a drop 
of 47.6% compared to April 2019, with 
declines across the country. Yet many in-
dustry watchers believe auto sales have 
bottomed out and are showing signs of 
recovery. Those states where there were 
fewer restrictions on selling vehicles tend-
ed to outperform markets that banned all 
vehicle sales outright or where online sales 
were allowed with home delivery. And 
while certain states restricted any vehicle 
sales whatsoever for the first part of April, 
online vehicle sales were finally allowed 
nationwide by the end of the month.

For their part, the automakers have 
been offering generous loan terms, with 
zero-percent financing for up to 84 
months. The programs are so popular that 
18% of customers chose an 84-month loan 
during the last week of April, according to 
J.D. Power. Such long-term loans, which 
provide consumers with increased buy-
ing power and the ability to chose from a 
wider selection of vehicles, helped bolster 
pickup sales in April. Pickups represented 
25.9% of all new vehicles sold last month 

and were only down 24% compared to 
April of last year. The light-truck segment 
as a whole remained popular, representing 
76.9% of all vehicles sold in April and 74.6% 
of all vehicles sold this year.

In May, many states will end their lock-
downs and dealerships will reopen—but 
with enhanced safety, sanitation and so-
cial-distancing guidelines. We expect pent-
up demand from customers who were 
forced to delay their lease returns or who 
are looking for excellent finance terms 
and enhanced discounts. Sales will likely 
continue to be down relative to 2019 in 
the short term. But our forecast for 2020 
remains unchanged from last month, with 
new-vehicle sales between 13 million and 
13.5 million units.

IHS Markit downwardly revised its forecasts for global light vehi-
cle sales and production as the impact COVID-19 impact has de-
pressed demand. According the new analysis, global light vehicle 
sales are now forecast to be 69.6 million units this year in the wake 
of the pandemic. IHS Markit forecasts a similar decline for glob-
al light vehicle production, falling to 69.3 million units. Auto sales 
forecast to drop 22.0 percent, with risk for further deterioration.

Impacts to global auto demand in the wake of COVID-19 have 
rapidly progressed to severity levels higher than the 2008-2009 re-
cession, and significant uncertainty around prospects for a mean-

ingful recovery remain. Global light vehicle sales in 2020 are now 
forecast to drop to 69.6 million units, 22.0 percent lower than in 
2019, with risks to the forecast still skewed to the downside. 

North America is forecast to see sales drop 26.7 percent y/y in 
2020. In the U.S. a consumer-led recession looks inevitable for 
2020 and autos face a bleak demand slump. There is no nation-
al consistency on rules relative to sales activity or duration for 
stay-at-home orders; there remains risk of another increase in in-
fections, which could result in another wave of state or local-level 
restrictions, changing the dynamic again. IHS Markit expects that 
the known monetary and fiscal measures are not enough to prevent 
a collapse in auto sales, and in 2020, the U.S. market sales forecast 
is 12.5 million units. 

In recent weeks, Mainland China is seeing green shoots of re-
covery, while much of the rest of the world remains in lockdown. 
The IHS Markit forecast for Greater China sales in 2020 sees vol-
ume at 21.4 million units, a drop of 15 percent from 2019 levels. 
Though government incentives could help underpin a more order-
ly recovery profile, these are not yet indicated. 

In Europe, COVID-19 lockdowns remain firmly in place for It-
aly, Spain, France and the UK, though show signs of easing in Ger-
many. Europe will see mixed recovery cycles, as a result of local 
restrictions and varied economic support and stimulus. Planning 
is further plagued by varied containment restrictions across the re-
gion, and recovery strategies are a work in progress. The forecast is 
for Europe to see sales fall 24.6 percent to 15.5 million units.
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COX AUTOMOTIVE 
RETAIL SOLUTIONS 
COVID-19 ASSISTANCE 
PROGRAM

Cox Automotive provided an update 
for the month of June to the Cox 
Automotive Retail Solutions COVID-19 
Assistance Program.  As the initial 
impact of COVID-19 was being felt, 
Cox Automotive announced a 50% 
discount on our Retail Solutions Dealer 
Subscription Product fees for the 
months of April and May.  

As we work our way to a recovery 
as a country and an industry, it is 
critical to focus on driving consumers 
back to your showrooms and virtual 
properties. The following product 
enhancements and limited-time free 
off ers remain available. These have been 
developed to give you the extra virtual 
and online functionality that consumers 
expect and dealers are fi nding vital to 
their operations: Autotrader Dealer 
Home Services; vAuto Market Days 
Supply Trend Report; Xtime Self 
Check-in, Online Bill Pay & Intra-Dealer 
Chat; Dealertrack F&I Assisted Remote 
Signing; HomeNet SnapLot 360.

AUL CORP. launched a new vehicle service 
contract product covering the increasingly complex 
technology systems found in today’s vehicles. 
Aptly named ‘AUL-Tech’, this new vehicle service 
contract provides comprehensive coverage for a 
vehicle’s technology systems, including intelligent 
cruise control, lane departure warning, navigation, 
display screens, Bluetooth, audio systems and 
more. Being focused solely on technology, AUL-
Tech is also affordable, providing dealers with 
a cost-effective policy delivering more safety and 

convenience to their car buyers. Auto manufacturers provide particularly long 
powertrain warranties, especially so with electronic and hybrid vehicles, leaving 
opportunities for F&I providers such as AUL to cover items and systems that are 
equally costly to repair. 

To provide regulated and non-
regulated fl eets with 24/7 visibility 
to their vehicles’ GPS location, 
speed, and status, J.J. KELLER
has launched Encompass® 
Vehicle Tracking. This expansion 
of the Encompass® Platform 
also provides signifi cant mapping 
enhancements, including robust 

traffi c and weather views, so that fl eets can plan more effectively. Encompass® 
Vehicle Tracking pairs with the easy-to-install Geotab GO9 device. The solution 
works in all vehicle classes, requires no driver interaction, and provides a robust, 
cloud-based platform that allows businesses to manage Federal Motor Carrier 
Safety Administration (FMCSA) driver and vehicle compliance. 

DEALER OWNED WARRANTY COMPANY introduces 
NitroShield, a complete tire and wheel protection product. 
As part one of a complete tire and wheel protection system 
to improve car safety and effi ciency, NitroShield begins 
with replacing the tires’ conventional air with 99% pure 
nitrogen. NitroShield benefi ts include extending the overall 
life of the tire, better fuel effi ciency and improved handling of 
the vehicle - all due to tire-pressure retention. Because tires and 
wheels work together, NitroShield is bundled with WheelShield, 
a class-leading, professionally applied wheel treatment which 
protects the painted and clear-coated surfaces of alloy and steel wheels. Both 
NitroShield and WheelShield are backed by warranties that provide for the repair, 
refurbishment, cleaning, and/or replacement of any covered parts.

OLD REPUBLIC INSURED AUTOMOTIVE SERVICES, INC. announces the 
successful launch of the Hybrid Model Program, created by Re Imagined, Inc. 
ORIAS has added private label versions of the Re Imagined Core and Hybrid 
Model Program to its product line, which are available now to agents and dealers 
nationwide. In coordination with Re Imagined, Inc; the private label program 
of the Core and the Hybrid Model Program offered are a part of ORIAS’ strong 
commitment to offering the fi nest products and services in the market today.  
These programs are available nationwide to agents and dealers for convenient 
installation effective immediately.

N E W  R E L E A S E S

As part one of a complete tire and wheel protection system 

life of the tire, better fuel effi ciency and improved handling of 
the vehicle - all due to tire-pressure retention. Because tires and 
wheels work together, NitroShield is bundled with WheelShield, 
a class-leading, professionally applied wheel treatment which 
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If the COVID-19 crisis has taught dealers anything, it is that they have a fiduciary duty to their shareholders, 
employees, and customers, to remain well capitalized in order to survive the next crisis. Stay the course, tweak 
where necessary, but don’t be so quick to fix what isn’t broken, despite what the disruptors might urge. 

BY LEONARD A. BELLAVIA, ESQ.
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COVID-19 CHANGES EVERYTHING – EXCEPT
HOW AMERICANS 
WILL BUY CARS

and technological advances. However, the 
common refrain is that the franchised 
dealership model is everlastingly resilient 
despite all of the frontal attacks, some 
intentional or cyclical, and others, like 
COVID-19, unplanned. 

There are not many dealer principals 
active today  that operated dealerships 
through the Arab oil embargo of the early 
’70s. Gas was rationed, and most vehicles 
got eight miles per gallon. Showrooms 
remained empty for months. Dealers sur-
vived because the population ultimately 
needed new cars. 

In response to the oil crisis, Honda, 
Datsun, and Toyota came to the U.S. with 
fuel-efficient vehicles. The industry ex-
perts predicted the demise of domestic 
dealerships, as consumers would only buy 
subcompact cars. The domestic manu-
facturers pivoted, and while their market 
share diminished, many of those same do-
mestic dealerships that were handed down 
or sold, still exist today. 

The next unfounded prediction came 
with the advent of the internet. According 
to the pundits, dealerships would become 
extinct as the internet replaced dealers. 
The reality was that buyers still wanted to 

©gettyimages.com/kzenon

test-drive vehicles and see the colors and 
options firsthand. The internet supplanted 
the due diligence process, but fell short of 
replacing dealers. 

You may recall the radical transforma-
tion that was forecasted to finally eradicate 
the private capital dealer: factory-owned 
stores. There was the Ford Collection ex-
periment. It flopped largely because the 
OEMs discovered too late that knowledge 
of a local market is best left to local dealers. 

Then, GM concluded that the buying 
public would prefer fixed-price selling. 
Dealers would need to adapt to the Saturn 
business model or fail. They didn’t adapt 
and they didn’t fail. Saturn did. 

In 2009, I found myself in the role of 
co-lead counsel in the Chrysler bankruptcy 
proceedings, representing many of the 789 
rejected dealers. I cross-examined every 
self-proclaimed expert from Harvard and 
Yale who posited how increasingly fewer 
dealers were necessary to save Chrysler. 
Fast-forward 11 years, and those theories 
have been proven wrong, as more than 400 
dealers have been added to Chrysler’s net-
work. 

The next death knell, according to the 
disrupters, was the factory-direct-selling 

BBefore I became a car dealer lawyer, I 
worked summers at my family’s Buick deal-
erships on Long Island and in Rye, New 
York, and East Rutherford, New Jersey. 
Starting as a lot boy, then working as a ser-
vice writer, I graduated to auto salesperson 
before I began law school. My father and 
uncle encouraged me to become a lawyer 
for the industry, purportedly because very 
few attorneys specialized in representing 
dealers. Perhaps they were giving me good 
career advice, or maybe they just wanted to 
keep me far away from the family business. 
I’ll never know. 

So, I was relegated to learning the busi-
ness from beyond the family dealerships 
by representing dealers across Long Is-
land, throughout New York, and, eventual-
ly, over the ensuing 35 years, in the other 
49 states. Learning the fabric and trends of 
the business became just as important as 
knowing the law. 

To be sure, the auto retail sector has 
changed over the years. Occasionally, I 
will run into dealers that I represented in 
the ’80s and ’90s who are either retired or 
working as a sales manager or consultant. 
It’s never a quick hello, as we lament the 
changes, new brands, evolving ownership, 
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model of Tesla, which would surely evis-
cerate the franchise system. These  indus-
try outsiders mused that the general public 
had no use for local dealers. How wrong 
they were. Recently, Tesla vacillated over 
whether to shutter all of its “galleries.” 
Moreover, since Tesla came on the scene, 
the number of traditional franchised deal-
erships actually increased. 

More recently, electric and autono-
mous vehicles, as well as ride sharing, have 
come to the forefront, only to be relegated 
to the background as consumers continue 
to stay the course within the traditional 
culture of two cars in every driveway (both 
with combustion engines, thank you very 
much). It is still early, but electric vehicles 
don’t seem to have that “vroom” quality, 
that appeals to consumers. 

By now, you can guess where this 
is going. Franchised dealers have suc-
cessfully emerged from game-changing 
events and crises, and the business mod-
el has remained substantially intact, the 
predictions of industry mavericks not-
withstanding.

Of course, no one predicted or advocat-
ed for the COVID-19 pandemic. However, 
the firestorm rages over how it will revo-
lutionize selling. Dealers are being deluged 
with marketing advice and solicitations 
from vendors, along with invitations to we-
binars that promote and facilitate remote 
digital selling. Virtual test drives and home 
deliveries are the flavor of the month. 
Adapt to the “new norm” or become ex-
tinct, they caution. I wonder if these are 
the same armchair experts who warned 

franchised dealers about subcompact cars, 
the internet, factory-owned stores, fixed-
price selling, reduced dealer footprint, 
factory-direct selling, electric vehicles, and 
ride sharing. 

After COVID-19 ends and becomes 
a horrific memory, life will go on. In my 
opinion, complete remote-selling will not 
be embraced by the majority of the public. 
To the contrary, I predict “end-to-end” on-
line selling will be utilized by only 5-10% of 
consumers, and even less if talented sales-
people convert these customers to hybrid 
online buyers. It is impersonal in an inter-
personal world. The purchase of the fam-
ily vehicle does not lend itself entirely to 
remote interaction. The process is not that 
sterile. The human senses come into play 
with respect to test drives, color choices, 
comfort, and the need to understand fi-
nancial options. Innovators and vendors 

will resist the notion that customers will 
continue to prefer to visit the dealership 
and become comfortable with the product, 
along with the people selling and servicing 
the product. Relationships matter. That is 
not to say the process doesn’t need to be 
materially streamlined. That is a topic unto 
itself. 

Maybe it’s all as simple as customers 
not wanting to part with their money and 
sign on the dotted line until they sit in their 
new vehicle, test drive it, and on delivery, 
smell it, feel it, and check for scratches. Or 
perhaps it’s as wholesome as customers 
clinging to the multi-generational tradi-
tion of visiting the dealership to select the 
next family vehicle. 

Industry pundits, along with vendors 
seeking relevance, blindly envision a world 
where dealers will double or triple their 
workforce and hire “runners,” whose sole 

C O V E R  S T O R Y

It is up to  
dealers to maintain 

control of their 
economic destinies.

©gettyimages.com/Thinkstock Images

AE_0520_CoverStory.indd   16AE_0520_CoverStory.indd   16 5/12/20   3:15 PM5/12/20   3:15 PM



job is to drop off  and pick up vehicles at 
consumers’ homes for test-drives, ap-
praisals, deliveries, and service. Such an 
endeavor would require several hundred 
round trips a day. When pressed over the 
absurdity and impracticability of such a 
model, they recommend that dealers leave 
vehicles overnight for consumers to test 
drive to lessen the strain. However, this 
will only add further risk, cost, and expo-
sure to those dealers. 

It is up to dealers to maintain control 
of their economic destinies. Unrestrained 
legal liability and added insurance and pay-
roll costs solely to accede to the remote 
selling model beyond this pandemic will 
preclude any notion of sustained prof-
itability. That is, unless consumers are 
willing to suddenly pay list price for such 
white-glove service. If the COVID-19 crisis 
has taught dealers anything, it is that they 

Bellavia Blatt, PC is a nationally recognized authority in the field of automotive franchise law. Leonard 
Bellavia, the firm’s founding partner, is a regular speaker at national automotive trade events and has 
served as chairperson of the Litigation Section of the National Association of Dealer Counsel and 
member of its board of directors.
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have a fi duciary duty to their sharehold-
ers, employees and customers, to always 
remain well capitalized in order to survive 
the next crisis for the good of all constitu-
encies. In my 35 years of representing deal-
ers, the clients that survived the longest 
were the ones that resisted the temptation 
to be all things to all people. Besides, cus-
tomers have a newfound appreciation for 
getting out of the house. Staying home and 
buying online has worn out its welcome 
during COVID-19. 

  Every few years on the way back from 
JFK Airport, I take a short detour and pass 
by the dealership that my father and uncle 
owned. I pause in front of the showroom, 
unnoticed, and observe salespeople and 
customers transacting business largely 
the same way it was done when I worked 
there 40 years ago. My legal advice is to 
stay the course, tweak where necessary, 
but don’t be so quick to fi x what isn’t bro-
ken, despite what the disruptors might 
urge. 

Legal Disclaimer: This article does not constitute legal advice. You should consult an attorney for any 
matters discussed herein.
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opportunity to sign it, and it is then placed 
in the employee’s personnel fi le. Often, the 
employee performs acceptably for the next 
few weeks or months, but then gradually 
drifts back to their old ways. The cycle 
repeats itself with no sustained positive 
outcome.  

This approach is certainly better than 
doing nothing, and it allows the manager 
to answer, “yes” to the question, “is there 
anything in their fi le?” But it is unlikely to 
change the employee’s behavior, and may 
in fact simply create animosity between 
the manager and employee. This potential 
dynamic is one of the reasons many 
dealership managers, especially those on 
the sales side where a positive attitude is 
key, are reluctant to write up anyone. Many 
managers believe that if they write up an 

To many employees, being written up is 
perceived as another way of being told 
that someone is the boss of them – “do 
this or I will fi re you.” They have no voice 
in this “my way or the highway” dynamic. 
And reminding an employee that you are 
the boss is unlikely to fi x performance 
problems – it may even make matters 
worse.

Rinse and Repeat, 
Rinse and Repeat
A typical employee disciplinary process 
unfolds this way. A manager develops 
a write-up, including a warning that a 
disciplinary action, “up to and including 
termination,” may follow if the problem 
reoccurs. The manager presents it to the 
off ending employee, who is then given an 

The goal in disciplining  
employees is not to punish 
but rather to affect a 
positive change in the 
employee’s conduct or 
performance, and should 
remain compatible with 
that goal and reduce the 
number of times someone 
says, “you’re not the boss 
of me.”

BY TILLMAN COFFEY

I N D U S T R Y
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employee for their eff orts, cooperation, 
and improvement. If performance does 
not improve, meet with the employee to 
remind them of the commitments and ask 
for an explanation. If the employee does 
not off er a satisfactory response, consider 
terminating the employee for failing to 
live up to the commitments.

The Better Approach
There are some key advantages of the 
“interactive” counseling approach. It 
might reveal a misunderstanding or a skills 
gap that can be remedied through training. 
If the problem is with the employee’s 
performance, they will be hard pressed to 
later deny a problem if they have already 
acknowledged it in their own handwriting, 
or that expectations were set too high if 
they themselves helped craft them.

Moreover, the act of taking the time to 
complete the plan will force the employee 
to understand that their job may be in 
jeopardy. Employees worth retaining will 
think seriously about what changes they 
should make and create a meaningful plan. 
Employees worth losing will self-select 
their way out of the job by not putting in 
the right eff ort.

Valuable employees are more likely to 
view this process as constructive and not 
as punitive in nature as the typical write-
up. But if things don’t improve, you will be 
left in an excellent position to prove with a 
single document that you did your job as a 
manager – and it could make for a crucial 
exhibit if the employee later fi les a lawsuit 
against your dealership.

The goal in coaching or discipling 
employees is not to punish but rather to 
aff ect a positive change in the employee’s 
conduct or performance. The interactive 
process is compatible with that goal and 
designed to reduce the number of times 
someone says, “you’re not the boss of 
me.”   

the following day. When they return it, 
take some time to study the employee’s 
comments before you meet again to 
determine:
•  Did the employee acknowledge the 

problems you listed?
•  What kind of explanation did the 

employee off er?
•  Did the employee list three specifi c things 

they will do to correct the problem and 
improve their performance?

•  Did the employee take this process 
seriously?

•  Did the employee accept responsibility 
for their actions or performance?

If the employee’s plan does not 
adequately address your concerns, you 
should tell them that you need additional 
information and instruct them to add any 
additional steps or missing information 
to the plan. If that’s the case, meet 
with them a second time to go over 
their supplemental responses. Have 
the employee add any additional steps 
you feel are necessary to address your 
concerns. Then have the employee sign 
the plan, confi rming their commitments.

Fourth, monitor the employee’s 
performance over the next few weeks. If 
it improves, acknowledge it and thank the 

employee, the employee’s head will not be 
right, and performance will suff er. 

How to Bring 
About Real Change
Utilizing an “interactive counseling” ap-
proach, where the employee is involved in 
the process more eff ectively, may be more 
likely to bring about an actual change in 
behavior. In the dealership setting, this 
process should reduce the number of 
times a manager has to “put an employee 
back together,” because it’s less confron-
tational. It works like this:

First, the manager identifi es the 
problem or problems in a way that the 
employee will understand. The more 
objective and tangible the explanation, 
the better. Rather than saying the 
employee has a “poor attitude,” you may 
want to say: “We’ve had complaints from 
customers and coworkers;” “You have 
been tardy four times in the last two 
weeks;” or “You refused to follow these 
directives.” Including specifi c examples 
also helps clarify the concern.

Second, the manager prepares a memo 
to the employee based on an existing form 
that explains the problem – describing 
what they are doing or not doing – and how 
this conduct or performance is aff ecting 
the company. The memo has a space for 
the employee to provide their response 
to the following questions: “Do you agree 
with my assessment of the situation? If 
yes, please explain why your conduct or 
performance shortfall is happening. If you 
do not agree, please explain why.”

Below the space for the employee’s 
response, the employee will be asked 
to respond to the following instruction: 
“Please list three specifi c things that you 
will do, and three commitments you will 
make starting tomorrow, to address my 
concerns and to perform to expectations.”

Third, meet with the employee fi rst 
to explain the performance or conduct 
problems as you see them, and then to 
provide the interactive counseling memo 
you prepared that mirrors the issues 
you just discussed. Tell the employee 
to take it home overnight, give it some 
thought, complete it, and return it to you 

I N D U S T R Y

Tillman Y. Coffey is a partner at Fisher Phillips, a national workplace law firm representing employers, 
where he counsels and defends auto dealers on a wide range of employment law issues, including claims 
of discrimination and harassment, wage and hour laws, and family and medical leave laws.

The goal in coaching or 
disciplining employees 

is not to punish but 
rather to affect a 

positive change in the 
employee’s conduct or 

performance.
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by far the most eff ective way to prevent 
a data breach. 

It’s also critical that every dealership 
has a set of written policies and standards 
regarding its IT operations. These include: 

• Incident Response Plan: If a data 
breach or cyberattack occurs, do you 
know how to respond? This plan details 
the steps that should be taken, the people 
that need to be involved, and what should 
be communicated to whom.

• Acceptable Use Policy: This set of 
rules establishes guidelines for how the 
IT environment may be used.

• Minimum Access Policy: This defi nes 
the minimum-security requirements for 
devices and user access to the network, 
including rules for password complexity, 
authentication standards, and specifi cs 
around patching and anti-virus software. 

• Data Classifi cation Standards: A list 
of data and assets that are sensitive and 
critical to the organization (such as cus-
tomers’ personal and private informa-
tion, fi nancial data and any trade secrets), 
where this data resides, how it should be 
handled, and who requires access. 

Additionally, every dealership should 
purchase some type of cyber liability or 
data breach insurance, which off ers fi nan-
cial protection in the event of a successful 
breach or attack. 

Just because auto dealers are prime 
targets for cybercriminals, doesn’t mean 
your dealership has to become their next 
victim. Take the necessary steps today to 
protect your customer data, your bank ac-
counts, and your reputation.  

is wire fraud. This is most often perpetrat-
ed by a sophisticated phishing scheme, 
where a cybercriminal poses as a senior 
executive and sends someone in the ac-
counting offi  ce a “spoofed” email con-
taining a wire request. To the accounting 
person, the email and request appear to 
be legitimate, so they wire the money.

Cyber criminals can also gain access to 
a dealership’s bank accounts by installing a 
type of malware that tracks the keystrokes of 
computer users. If a user has access to your 
dealership’s bank account, the cybercrim-
inal simply waits until they login and cap-
tures the login credentials. Once they have 
this information, the cybercriminal transfers 
money out of your account. Fortunately, this 
type of theft is becoming less common with 
the increasing usage of two-factor authenti-
cation to verify all bank logins.

Outdated IT Systems 
and Policies
As a whole, auto dealers tend to lag be-
hind other industries when it comes to in-
vesting in their IT systems, making them 
more vulnerable to attacks. According to 
Total Dealer Compliance, only 30% of 
dealers employ a network engineer with 
computer security certifi cations or train-
ing, and more than 70% of dealers are not 
up to date on their anti-virus software.

Many dealerships also use outdated 
software, such as the Windows 10 oper-
ating system. This makes them incredibly 
vulnerable to cyberattacks, since Micro-
soft is no longer issuing security patches 
for Windows 10, making it easy for hack-
ers to gain access to your network.

Since 91% of all data breaches start 
with a phishing attack, it’s essential for 
dealers to train their employees on how 
to identify and avoid phishing emails. 
Enrolling employees into an automated 
security awareness training program is 

I 
I’m often asked how many dealerships 
have experienced a data breach, hack, 
or cyberattack. The answer is, “no one 
knows for sure.” Because, understand-
ably, most dealers that have experienced 
this type of attack don’t want to talk 
about it publicly. 

But whenever I’m speaking some-
where, multiple dealers reach out to me 
afterwards to tell me their stories about 
how they have, in fact, experienced a 
breach or cyber theft. Just recently, I 
heard about a dealership employee who 
was scammed into wiring $75,000 to a cy-
bercriminal’s bank account.

My belief is that cyberattacks are hap-
pening fairly frequently, and auto dealer-
ships are prime targets because they have 
exactly what cybercriminals are looking 
for, and because their information tech-
nology (IT) systems and policies tend to 
be outdated, or not a top priority.

What Do Cybercriminals Want? 
Like most criminals, cybercriminals are 
motivated by money, and go about getting 
it in one of several ways.

One way is to steal your customer data 
and sell it on the dark web. Auto dealer-
ships have vast amounts of customer data 
contained in their technology systems, in-
cluding credit applications, credit scores, 
bank account information, and social secu-
rity numbers. 

Another common way to steal money 

Cyberattacks are happening fairly 
frequently, and dealerships are 
prime targets because they have 
exactly what cybercriminals are 
looking for. Take the necessary 
steps to protect your dealership.

BY ERIK NACHBAHR
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 How has menu selling, and when 
it occurs in the deal making process, 
evolved over the past 10 years? 

Miller: Over the past few years in 
particular, new technology has been 
coming to the market that has radically 
changed the F&I process for the better. 
Dealers today have the capability to drive 
one paperless F&I workfl ow and deliver 
aftermarket presentation on any device. 
While menu selling has traditionally been 

of all dealers plan to shift more activities 
online in the near future. 

Cheryl Miller, vice president of 
operations for Dealertrack F&I Solutions, 
and Phillip Battista, chief executive offi  cer 
of Darwin Automotive, recently sat down 
with AE to discuss the evolution of menu 
selling, the need to bridge the traditional 
F&I sales model with digital retailing, and 
best practices for agents as they adapt to 
this new normal.

W 
While the shift to online car sales has 
been underway for some time now, 
many agents and dealers have been 
understandably hesitant to bring more of 
the F&I process and product presentation 
experience online, out of fear of lost profi t. 
But now, consumers and dealers alike 
have turned to digital retailing in spades 
as we have all had to adapt to being virtual 
during these challenging times. In fact, 
according to the 2020 Cox Automotive 
COVID-19 Consumer Impact Study, 50% 

Consumers and dealers alike have turned to digital retailing in spades as we all adapt to being virtual 
during these challenging times. Two digital experts sat down with AE to discuss the evolution of menu selling, 
the need to bridge the traditional F&I sales model with digital retailing, and best practices for agents.
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gross profit for the past two years for both 
the new and used vehicle department 
coming from protection products. 
Dealerships simply cannot afford to lose 
out on these sales. Consumers these days 
have become used to a simple click-to-buy 
process. If F&I is not part of the dealer’s 
digital retail process, then long-term 
prospects and profitability are at risk. 

The challenge, and where the menu 
process comes in, is when the consumer 
goes from the salesperson with whom 
they have built a relationship with into the 
F&I office. Here, they are confronted with 
a stranger. There is a real barrier to entry, 
as the customer does not know who the 
F&I manager is. And, in most cases, the 
F&I manager knows nothing about the 
customer in front of them. A menu helps 
bring down the barrier, and the customer 
can feel more engaged with the process. 

 How can agents and dealers bridge 
the traditional F&I sales model with 
digital retailing to better meet the 
needs of today’s consumers?

 Battista: Simple – put F&I into the digi-
tal retailing application. The same way as 
offline – include transparency, education 
and provide personalization. In digital re-
tailing, offering too many choices will con-
fuse the consumer. Ultimately, dealers want 
to control profitability and differentiation. 
Online, they may offer a service contract 
personalized to the consumer with a $100 
deductible. If the customer comes into the 
store, the dealer can offer them that $100, 
plus a $50 or $0 deductible, which may work 
better for them.

Keep it simple on the web, with one 

of the dealership. Agents can be catalysts 
for helping dealers adjust to this new 
reality by working with them to maximize 
each step of the menu-selling process.

 Battista: The concept of consumers 
doing research online isn’t new. And in 
today’s market where we are required to 
be virtual, many more consumers have 
turned online for all kinds of purchases 
and related research. What has evolved 
even further is how dealers interact 
with consumers online. The fact is, if 
they start to educate customers about 
F&I protection products as part of the 
process earlier in the sales cycle, the 
take rate is dramatically higher, and the 
number of products purchased increases 
significantly. 

Today, success in F&I depends mainly 
on three things: transparency, education, 
and personalization.

As Cheryl also points out, dealers must 
be transparent and provide education. 
Then, what makes the real call-to-action 
is to have the presentation personalized 
specifically to the individual customer; to 
their vehicle, driving habits, etc. For most 
dealerships, the F&I process now starts 
with the consumer completing a simple 
ownership survey. This information is 
then merged with DMS information, 
including purchase history when 
applicable, and external data to identify 
the F&I products most likely to resonate 
with each customer. All products are 
presented to ensure compliance, but the 
presentation order changes based on the 
individual customer’s needs. 

Why is F&I so important? The proof 
is in the data – NADA market data to be 
exact. It shows a 39.6% increase of overall 

pushed to the end of the process, emerging 
technology and system integrations are 
enabling dealers to introduce and educate 
consumers about aftermarket products 
significantly earlier in the deal-making 
process both online and in-store.

 Battista: Ten years ago, electronic 
menus were created. At that time, 
however, the industry looked to menu 
selling for compliance and protection 
from lawsuits rather than selling product 
more effectively. Over time, menu selling 
became a key part of the F&I process. 
Everyone is doing it now, and it has grown 
from a compliance tool to a core tool to 
help drive revenue. 

As far as the current digital age and 
looking to the future are concerned, 
electronic menu selling is an important 
part of the process to better engage 
with consumers the way they want to be 
engaged. The next phase, which is already 
in motion today, is a mobilization to 
smartphones, tablets, and online for the 
customer. The process has grown from a 
piece of paper, to electronic, to mobile, 
and to online on the dealer’s website, 
where the consumer is aware of options 
prior to walking in the door or purchasing 
online.

 Why is moving menu selling, earlier 
in the deal-making process, so critical 
to F&I profitability? 

 Miller: Moving menu selling earlier 
in the deal-making process is a game 
changer, as it gives dealers the opportunity 
to increase transparency and become a 
more consultative figure to consumers. 
While F&I aftermarket products can be 
an important source of profitability for 
dealers, pushing it to the end of the car-
buying journey, after consumers already 
think the final price has been locked in, 
is no longer a viable option. Today’s car 
buyers expect transparency throughout 
the entire process and want to be able 
to learn about the available products on 
their own time. In fact, according to the 
2018 Cox Automotive Future of Digital 
Retail Study, 71% of consumers prefer to 
get information about the deal – including 
aftermarket add-ons – online and outside 

D I G I TA L

Agents are already some of the strongest  
subject matter experts for the F&I process and 
menu selling. Add subject matter expertise on 

top of digital retailing with menu products to help 
dealers and partners make a profitable shift.
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option personalized for each customer, 
but protect the dealership’s ability to 
build gross profi t with other options that 
can be talked through at the dealership.

Miller: Now more than ever, it’s 
important for dealers to make the move 
to digital retailing. Agents will play a 
vital role in helping dealers navigate the 
learning curve to optimize each step of 
the digital retailing process. In order 
to sell more cars at greater profi ts, the 
consumer must be able to interact with 
menu choices to see the complete all-
in price inclusive of trade-in, monthly 
payments and any aftermarket products 
under consideration. 

 How does the unifying of technology 
providers help agents and dealers bet-
ter personalize the F&I selling process 
and enable a more seamless workfl ow? 

Battista: From an agent perspective, 
you will miss out on sales if you are 
not including F&I in digital retailing. 
Customers are doing more and more of 
the transaction online. If dealers do not 
off er F&I up front as part of this process, 
they just become a place for the delivery 
and lose the protection product sales. 

Miller: The way we see it, the more that 
technology solutions and providers can 
come together to bring greater fl exibility 
to dealers’ workfl ows, the better. With 
greater integration, agents can work with 
dealers to fi nd the solutions that map 
best to their processes. When aftermarket 
menu selling can connect to the rest of the 
F&I process, it gives dealers more data to 
work from to personalize the experience, 
understand which aftermarket products 
the customer wants, and how those 

choices will infl uence the terms of the 
deal. 

 What are some best practices agents 
can leverage as they adapt to this shift-
ing F&I sales model?

Battista: Just be open to new concepts. 
Don’t be afraid as the F&I sales model 
continues to transform over the next few 
months. It will move more-and-more 
online, and agents and dealers need to be 
fl exible to that dynamic and change with it. 

Miller: The industry is going virtual, 
and we all need to grow, adapt, and 
deliver to meet consumer needs. Agents 
are already some of the strongest subject 
matter experts for the F&I process 
and menu selling. Add subject matter 
expertise on top of digital retailing with 
menu products to help dealers and 
partners make a profi table shift. 

WE ARE HUMBLED
AND HONORED. AND HONORED. 
The past few months have been uncertain, confusing and painful for us all. Our sincere thanks goes out to our community 
- and the product/service providers tirelessly adapting to the new norm to ensure we’re able to provide essential 
information. Your continual involvement gives us something far more powerful and long-lasting than any virus...

HOPE. 

YOUR COVID-19 INFO ZONE

PRECAUTIONS RESOURCES WHAT YOU NEED
TO KNOW

SPECIAL
REPORTS

www.agent-entrepreneur.com/covid-19

We want to ensure we’re giving back...

A VERY SPECIAL THANKS
To the supportive partners of our COVID-19 educational content and webinars!
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systems (CMS) can be considered PPE for 
businesses to protect against the various 
compliance threats such as fraud, data 
security, and phishing attacks, to name a 
few. Using your CMS to train your staff  to 
recognize compliance issues and address 
those issues in a consistent, repeatable 
fashion, before the compliance meltdown 
occurs, is just what you expect from PPE. 
A CMS can stop or help lessen the impact 
of compliance issues arising in the cur-
rent and future challenging legal/regula-
tory landscape.

3Be a Leader 
Leaders own their roles and they do not 

shirk responsibility. Does your leader value 
compliance preparedness? Does your lead-
er allocate resources to compliance pre-
paredness? Businessman Arnold Glasow 
stated, “one of the tests of leadership is the 
ability to recognize a problem before it be-
comes an emergency.” 

As noted above, the leader sets the tone 
for the business and validates the priority 
to be given to anticipating future threats 
to the success of the business. A CMS in-
cludes policies and procedures, but leaders 

W
While COVID-19 has taken the lion’s 
share of current event reporting, you 
would be excused for wondering what 
connection it has with compliance. In 
fact, there are many parallels as both are 
diff erent varieties of disaster that require 
planning and foresight to address. There 
is a saying in the parental playbook, which 
invokes the “5 Ps”: Proper preparation 
prevents poor performance.  

1  Be Prepared 
Best practices include having emergen-

cy protocols and an emergency prepared-
ness team in place before the emergency. 
In compliance, this means having policies 
and procedures. These policies anticipate 
the compliance issues the business may face 
(e.g. privacy, data security, or other regula-
tory requirements); assess the risk based 
on the size and nature of the business; and 
develop procedures to detect, protect and, 
if necessary, respond to compliance attacks. 
Preparedness requires engagement from 
senior management to validate the priority 
to be given to emergency preparedness and 
the eff ort expected of all team members. 
While a compliance failure is not a matter of 
life or death like the COVID-19 crisis, it can 
represent a fi nancial and reputation “life 
or death” disaster for aff ected businesses, 
spawning fi nes, penalties, investigations, 
and possibly class action lawsuits.

2 Stock Up on Personal 
Protective Equipment 

Personal protective equipment (PPE) is a 
critical tool in your arsenal to fi ght antic-
ipated threats. Compliance management 

There are many parallels 
between COVID-19 and 
compliance, as both 
are different varieties of 
disaster and require planning 
and foresight to address. 
Lessons learned during this 
pandemic apply with equal 
force to compliance issues.

BY ROBERT J. WILSON, 
ESQUIRE

L E G A LD E P T
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also need to implement audit functionality 
to test the systems in place. Are the com-
pliance lessons being followed by each and 
every employee in the dealership? Are the 
compliance policies being implemented 
from the initial customer greeting through 
the sale process to the F&I offi  ce, the ac-
counting offi  ce, the service department, 
the parts department, and by the dealership 
vendors? If just one employee, department, 
or vendor is not properly trained, prepared, 
or vetted, the entire dealership will be ex-
posed to a preventable disaster. 

COVID-19 has been the biggest public 
health crisis of our lifetimes. The ensuing 
social isolation has fundamentally changed 
the way we interact and the way we do 
business. While we are all looking forward 
to the phased recovery from the COVID-19 
mandated sheltering in place, one can’t 
help but wonder about the impact on cli-

ent-facing businesses such as dealerships. 
Will we see a transformation of the sales 
process from a personal touch approach to 
a strictly digital approach?

Through the COVID-19 experience, we 
now know the fear and uncertainty of an 
invisible enemy which can strike us down if 
we are not vigilant. The importance of com-
pliance failures are dwarfed in comparison 
to the awful loss of life and freedom brought 
upon by COVID-19, but the same principles 
apply. Businesses must plan for disaster and 
must equip their team with proper tools 
such as a CMS, to detect and prevent disas-
ter before it happens. We can and will over-

come this challenge and grow stronger for 
the future ... just remember the “5 Ps”! 

Content provided in this article is intend-
ed for informational purposes only and 
should not be construed as legal advice 
and should not be relied upon or acted 
upon without retaining counsel to provide 
specifi c legal advice based upon your par-
ticular situation, jurisdiction and circum-
stances. No duties are assumed, intended 
or created by this communication. No at-
torney-client relationship is being created 
by your review or use of this material.  
© 2020 Robert J. Wilson, All Rights Reserved.

Robert J. Wilson, Esquire (Bob) is a Philadelphia lawyer and is General Counsel for ARMD Resource Group. Bob 
is the principal of Wilson Law Firm and has over 30 years  of experience both as a counselor and as a litigator in 
State and Federal Courts. Risk management, problem solving and dispute resolution are his core competencies. 
Bob’s practice is largely in the consumer finance space and he regularly consults with Lenders and contributes 
articles on various compliance related issues. 
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more people wish to spend less time at a 
dealership, and some would desire not to 
visit a showroom at all. While many F&I 
offi  ces have software that is capable of a 
total off -site delivery, few F&I managers 
know how to do this. Many others don’t 
know how to present menu options or 
properly present a customer with options.

We must take the time to connect with 
our dealership’s menu company and set 
up training opportunities that maximize 
the capabilities of our F&I team. More 
customers going forward will seek an on-
line option and later come to the dealer-
ship for transaction completion. This cri-
sis has undoubtedly accelerated the trend 
for online options, and we can no longer 
aff ord to ignore it. So it’s critical to ready 
your dealerships to this retail shift to get 
the competitive advantage over slower 
adapters. This foresight will make you an 
even more valuable partner.

Are We Ready for the 
Customer Whose Credit 
Has Been Adversely 
Affected by This Crisis? 
This crisis has done a lot of damage to 
many customers’ credit scores. Despite the 
preventative measures put in place to tem-
porarily limit the economic damage, many 
will still face a long-term fi nancial struggle.

This struggle will also lead to a more 
sub-prime customer base. Some dealer-
ships have shied away from the sub-prime 
customer in the past, but now anyone can 
fi nd themselves in this fi nancial situation. 
Now is the time to have this discussion 
with lenders and start new relationships 
that can appropriately handle these cus-
tomers. Have that conversation with your 
dealer partners and be the catalyst to nec-
essary change.

We have experienced a retail reset. 
We need to help our dealerships adapt 
and change because we are the “change 
agents” they trust.  

T
These past few weeks we have experi-
enced much more than a business inter-
ruption. We have experienced a complete 
retail reset. Likely, none of us will escape 
without some eff ect on how we buy things. 
Our customers will also change in the 
ways they buy vehicles and the products 
designed to protect them. The dealerships 
that you serve will be looking for more 
than a way to regain profi ts – they will be 
looking for answers. Here are a few of the 
questions you need to be ready to answer. 

Do We Have the 
Right Products?
Now is the perfect time to evaluate the 
products each dealership has and deter-
mine what should be added or reconfi gured 
to give the necessary level of coverage. Not 
all products were considered useful at one 
time, such as the antimicrobial protection 
in most environmental products. However, 
after this epidemic, can you imagine a cus-

tomer not being interested in a benefi t that 
sanitizes the interior of a vehicle against 
virus-causing germ build-up? That benefi t 
is extremely relevant now.

Review if the disappearing deductible 
is being utilized eff ectively when a service 
contract is sold. The diff erence in the cost 
to the customer of a disappearing deduct-
ible as opposed to a standard $100 de-
ductible is minimal. However the benefi t 
to both the dealership and the customer 
is magnifi ed in our current environment.  
Driving service-business back to the deal-
ership has never been more critical than 
now to the bottom line. The agent that 
presents the dealership with answers to yet 
unasked questions will be viewed as proac-
tive and a valued partner.

Does My Team Know How 
to Complete an Offsite 
Delivery Effectively? 
A symptom of the current reset is that 

As a result of the coronavirus pandemic, dealerships have experienced 
a complete retail reset, and the dealerships you serve will be looking 
for more than a way to regain profi ts – they will be looking for answers.

BY RICK McCORMICK
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Rick McCormick is the national 
account development manager at 
Reahard & Associates Inc.

“Bad companies are destroyed by crisis. Good companies survive them. 
Great companies are improved by them.” – Andy Grove
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the latest A.M. Best rating, visit www.ambest.com.

SouthwestRe.com
866-414-3867

SouthwestRe Has the 
Strength to Weather

This Storm

Winner of the Dealers’ Choice 
Gold Award for Service Contract 
Reinsurance 3 Years in a Row!

And we’ll be ready for the 
inevitable turnaround. Join us!
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government-issued ID to purchase and fi-
nance a vehicle. When the Red Flags Rule 
was implemented in 2008, it was uncom-
mon for an identity thief to successfully 
forge a government-issued ID. Such is not 
the case today. 

I’m aware of a vendor that has the abil-
ity to vet a government-issued ID, essen-
tially using the same machine that TSA 
uses at the airports. This vendor cannot 
currently vet the driver’s license informa-
tion with the state DMV to confirm it is a 
valid license.

Another reputable vendor is prepar-
ing to come to market with a process that 
does not require additional hardware, 
vets the driver’s license or passport, pro-
vides optional facial recognition telemat-
ics, and can confirm the driver’s license 
information with many state DMVs.

One of these company’s product 
should be used on every retail sale.

Off-Site Signing Service
There are a couple of national docu-
ment-signing services that use local nota-
ries to contact the customer, obtain signa-
tures, confirm identification, and notarize 
the documents. These should be employed 
on every non-digital remote delivery.

Fingerprinting
A few of my dealer clients obtain the right 
and left thumbprint of every person con-
tracted on a vehicle sale. The dealer re-
ports that each month there are a handful 
of times when a consumer finds a reason 
to step out of the F&I office when asked 
to provide a thumbprint and disappears. 
The dealer believes that the potential loss 
of an identity theft disappeared on that 
transaction as well. He also tells me about 
the time he did have an identity theft, pro-
vided the thumbprint to the police officer, 
and the thief was ultimately apprehended.

Stay tuned, and as always … Stay safe, 
good luck, and good selling. 

S
Since 2008, the Federales require that 
dealers have policies, procedures, and 
processes in place to reasonably detect 
and prevent an identity thief from using a 
victim’s identity to purchase and finance a 
vehicle from a dealership.

Most dealers set up sufficient processes 
when the law became effective, but some 
have let the process stagnate. I suspect that 
many dealers have not met the additional 
requirements of completing an annual re-
port or an update to their Red Flags policy 
to address new threats (such as synthet-
ic identity fraud). Agents can assist their 
dealer-clients to ensure these updates are 
completed and solutions implemented.

We must continually remind ourselves 
and our dealer clients that as the identity 
thieves continue to get better at their pro-
fession, we must ramp up our processes 
to detect them.

Today’s Lockdown Reality
Many dealers’ Red Flag vetting processes 
were fairly standardized before the corona-
virus pandemic lockdowns. Dealers relied 
on a third-party vendor to vet the credit ap-
plicant who provides the dealer with a basic 
pass/fail report after they enter the credit 
application information into the vendor’s 

software and obtain a credit bureau report.
With a thumbs-up, the sales manager 

continues with the sale. If the vendor’s 
report shows a thumbs-down, some sales 
managers resolved the potential discrep-
ancy, some ignored the finding, and oth-
ers manually updated the report to erro-
neously state the potential discrepancies 
were vetted and resolved.

The lockdown has dealers transition-
ing to a digital remote delivery process 
and they are so focused on this, the Red 
Flags vetting process may have been over-
looked or taken for granted.

Here are some “Red Flags on steroids” 
solutions that agents can bring to their 
dealers.

Risks in Remote 
Digital Deliveries
Some might say that the risk of identity 
theft does not necessarily increase with 
remote deliveries, whether digital or pa-
per-based. I submit that identity thieves are 
generally non-confrontational. Many do not 
want face-to-face contact and would prefer 
to steal a victim’s identity from afar. This 
preference for an identity thief in Chicago 
to purchase and finance a vehicle on a Flor-
ida dealer’s website, passing over hundreds 
of similar vehicles available locally, has al-
ways been a red flag of identity theft.

Out-of-Area Policy
A dealer should have an out-of-area pro-
cedure in place to handle any delivery 
not completed in the showroom. I do not 
know of any dealer who dedicated a por-
tion to out-of-area deliveries in its origi-
nal Red Flag policy.

Government-Issued ID Vetting
Any valid Red Flags policy must also re-
quire that the consumer provide a valid 

Law requires that dealers have 
policies, procedures, and 
processes in place to reasonably 
detect and prevent identity 
theft. Agents can assist their 
dealer-clients to ensure these 
updates are completed and 
solutions implemented.

BY GIL VAN OVER

A C E  S PA C ED E P T

Inject Red Flags 
with Steroids

Gil Van Over is the executive director of 
Automotive Compliance Education (ACE), 
the founder and president of gvo3 & 
Associates, and author of Automotive 
Compliance in a Digital World.
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Invest in you.
Automotive Compliance Education is the a�ordable compliance 
certi�cation that can have a big impact on your career. 

ACE trains, certi�es, and annually updates dealership and industry 
personnel.  Role-speci�c and online, ACE certi�cation proves your 
commitment to compliance.  

Leave the textbooks on the shelf. 
Video-based modules make it easy to certify without the need
to pore through the law books. ACE certi�cation is accessible 
online, anytime you are ready.

Want to take the next step?
Visit AceCert.org
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