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The following is a collection of Saturday Morning Messages from George Angus. These

messages were originally only sent to a group of Team One training graduates who had attained
theF&IMast er sE designation st ar,sincetheniwehaveebr uar y
opened up the messages to anyone who would like to receive them and the subscriptions now
number in the thousands.

New subscribers can sign upvatw.teamonegroup.com/saturdayneegshtml.

Get more information about Team Onevatw.teamonegroup.com

Due to the popularity of Georgeodsdthoeestttages an
missed the Saturday Morning Messages in 2009, we have published this compilation for public
distribution, free of charge.

The messages begin in February of 2009 and progress by date to the Jan 2, 2010 message.

Feb 28, 2009

For those of you F&I MastersE who are new to the program, this is your first Saturday morning
message from me. What | try to do is give you something to think about on the weekend and tell
you whatés goi ng on liaalanalyjab sambtimesand wa wantyo.let ybu&

know webre thinking about you.

Remember, you may possibly be the most important person in your dealership today. Whatever

deal s those fAprofessional sales associaggoaEasd can m
you make them. Today, you will probably take some guy with marginal credit, no down payment

to speak of, who owes more than his trade is worth, and somehow pull an approval out of a hat

and deliver a car. Oh, and as an added bonus, probably make more on the back end than they

did on the front. And wil/l anybody thank you? No.
in your office and theyo6ll forget to save you a p
pros.

It 6s i ncr odthedV mewsmahdanthie siews papers right now. | get a kick out of the TV

news people who report all the negative stuff. They first act like they feel really bad to have to

report this bad news, but then, in their most sincere voice, seem to relish telling us the sky is

falling. | donodot | isten to them. | went through t
now. Dondét believe me? How about 19.5% prime | end
we had in stock for 450 days and NO MONEY for car loans. What did we do? We went to work

every morning, made every deal we could, and survived. The important thing about that time, as

| reflect 30 years later, is the reputation the people in the business earned through that crisis.

Those people in the business that toughed it out, helped their dealership survive, and showed

their true character in that tough time were reme
for a major F&I product supplierds agatihad meet i ng.
when | was an F&l manager in 1978-1980 who stuck with us and provided service and training

through that period when | knew he wasnét making

later, when | was a GM at a big store, he got our huge account, not because he was any better
than any other agent, but because of what he did for me when times were rough. This is a small
business.


http://www.teamonegroup.com/saturdaymessage.html
http://www.teamonegroup.com/

You wi ||l be forever remembered for what you do du
opportunity you may never have again to show your true character, who you really are, a
professional. Anfi F & | Mastero.

Mar 07, 2009
Good Morning! Just a couple of things for you to read:
OFAC Hit! What should You Do?-

OFAC checks might seem tedious, but not complying could mean real trouble for the dealer.

What are dealers suppose to do when their compliance solution indicates a positive hit? The

answer is simple, but it may also confound dealers who get OFAC hits. The OFAC office

advises business owners who think they have a hittoc ont act t he gover-nment ag:¢

number to verify their customerds personal i nform
customerés first and | ast name. I f there is not a
business with the customer. However, if there is a match, then the representative will ask for

more of the customerds personal i nformati on, such

SSN number, date of birth, place of birth, former names and aliases, until the hit is verified. The
process is straightforward and low-tech. Aside from asking a series of questions, the
department does not employ any other method for v

agencyds credit, its staff i s ingfnhncial mstituatisneahd on ¢ o mp
other businesses, but only provides limited service to dealers with questions. Although software
solutions and online databases provide deal ers wi

name, it never hurts to ask a few questions. What F&l managers need to remember is that the
dealership and its profits are vulnerable, which is why F& managers must be vigilant and use
every tool available to them. The agency takes thousands of calls each year from businesses
nationwide, but has no record of how many of those businesses included automotive
dealerships.

(Note: We have a free compliance Power Point and PDF compliance guide and sample forms at
www.teamonegroup.com/freecompliancepresentation.html

Credit Unions Move On The Auto Industry- Taking advantage of the current tightening of lending

by auto dealersd conventional | ender s, credit uni
financing market. In the first quarter of 2008, credit unions represented only 14.7 percent of all

auto loans. By October of 2008 they were at 21.6 percent, posting a startling six-point market
increase over seven months. Current i nldaresaser y anal
to the 30-40% range by the end of 2009. One loan processing service reported that four out of

their top five conventional lenders privately report that they are essentially lent out, except for

prime borrowers. Credit unions, on the other hand, are buying deeper and financing more 72-

month loans than conventional financial institutions. For this reason, dealers are seeking out

direct lending agreements with individual credit unions or group credit union buying services.

Most credit unions limit aftermarket products in 110 percent to 125 percent range. As for

reserve, most credit unions pay around 1 percent of the loan amount, but dealers can negotiate

special plans. While many dealers are reluctant to hand their customer base over to credit

unions, the reality is that they need lending sources to sell cars, and the credit unions have

money to lend.


http://www.teamonegroup.com/freecompliancepresentation.html

Mar 16, 2009

You may have noticed |I didndt send my nor mal Satu
you didndt noti ce, tadaaedhp ok pne ofthe SoatserniStatesall Ho n d
weekend. | was working with the F&l managers and Director on their presentation and some

advanced techniques. I even got to do a few deal s
otherwise | starttobecome one of those fAexpertsd who havenbt

This Honda store posted new F&I income records every month for the last several months.

Their Finance Director is an F&l Masters graduate and he had me out about six months ago to

conduct training for the F&I managers and they have done a good job of using our process.

Their average per retail unit delivered is about $1300 and every one of their F&l managers is

over $1000 per <car. That 6s pretty gtheydref or a big
leading their zone with Honda.

So, why would they spend the money to have me come out and do more advanced training?
Business is off for everyone and dealers are watching their money, right? They could easily rest
on their laurels and just cruise along.

The first thing | noticed about the F&l managers at this store was their attitude. They were very
upbeat and positive, but more than that, they really wanted to learn what | was teaching them.
They know that | work with top performers all over the country and they wanted to get every
idea those top performers had to share. They wanted to get better at their jobs.

To me, that is the mark of a true professional. No matter how much they learn, they always want
to get better. Look at Tiger Woods, the best golfer on the planet. Yet, he pays to get lessons
from the two top golf teaching pros in the country, every week. He wants to get better.

You are one of those pros. You took the time out of your busy schedule to sign up for the F&I
Masters program. An i nt er eusprdgmamnis thabtherpgoplévthe e not i ce
sign up are probably already pretty good at their job. They want to get better.

Mar 21, 2009

I had an interesting week. | got back from the onsite training | was doing and had four different
meetings set up for me during the week.

(By the way, the Honda store | worked with last weekend is posting huge numbers since | did

their private training. | love hearing that. Our program works). Anyway, one of the meetings, on

Monday, was with one of the bigger F&I product providers in the country. They wanted to give

their clients a special deal for our basic, ($139) online training program. They have their own in

house F&I training and menu software but their internal numbers showed that the majority of

their top performers were using our process and they wanted to offer our course for under $100.

They would pay us to set it up and subsidize the program. However, we do not sell any F&l

products or software so my position was that if there was to be a special pricing, it had to be

made available to everyone, not just their clients. Remember, we work for you. After several

discussions back and forth, they agreed to subsidize the program for a one month trial and

evaluate the results. The result is we will be offering the basic program for one month at $99.

While this program is not as comprehensive as you
numbers for those who use it. As you become succe
may have a friend who wants to learn what you are doing. This is a chance for them to get the

basic program for the lowest price we will ever offer. They can access the information at
www.teamonegroup.com.



I f you havendét already, go to the special Masters
watch. One is about product motivations of buyers and the other is about menu science. Take

some time to review them both because we will be building on that information in the near

future. They are at the following link: www.teamonegroup.com/masterswebinars09.html

Mar 28, 2009

This week | want to give you some information on products. More specifically, which ones our

F&l MastersE tell us are wor ki ng hadnadotofvdquéstiohs ar e no
in the past few months about which products you s
any products or endorse one company over another;
really working.

I had the research team include this topic in a current project we are conducting with some of
our top performers over the last few weeks and the results are below. These results are from
only 24 F&I departments and so they are not, scientifically, the ultimate answer. However, they

arethe feedback from 24 nationally ranked F&lI manag
a pretty good handle on product s. Believe me, if
canébét either. On the ot herobdbywakforyo. it wor ks for

Rating of product performance:
The response above has some elements you would expect.
The clear winners are:

Service Contracts: Everybody sells them and do well with them.

Life and A&H (disability): These products do wellwherepre sent ed, using our pr oceée
believe the rumors that <credit insurance is dead.
GAP: Great product. I f you donét have it, get it.

Window Etch, Tire and Wheel Coverage, Paint and Fabric protection: These tangibles are doing
very well . |l should note that iif you are | ooking
that many of our top performers are using.

I D Theft: This intangible is gaining acceptance.
The big losers:

Bi-Weekly Payment programs: This one was kind of a surprise. The basic idea seems good.

The product has a benefit to the customer, etc. However, our F&l managers cited two major

problems with this product. First, they said it takes too much time and detail to explain properly.

One of our top performers, (and -Anhnutsstolpeseytour s good
products. This thing took me too |l ong to explain
Secondly, there was an incredible amountof fiheat 6 associated with this
lot of complaints and upset customers down the road. Given the small profit associated with this

product, our managers are replacing it with other products. This one needs some work.

GPS Systems: These expensive systems are not doing very well for our group.


http://www.teamonegroup.com/masterswebinars09.html

Summary:

Take a look at the chart above and draw your own conclusions. Remember, you need a range
of products to sell. Make sure you have the right tangibles and intangibles.

Apr 04, 2009

This week | was with a group of dealers holding a conference. | do some consulting work for
larger dealer groups and the topic this week centered on making changes to adjust to
decreased unit sales and volumes.

The primary areas discussed were in fixed operations and ways to increase absorption
percentages. (The percentage of dealer overhead paid for by service, parts, and body shop,
etc.).

As we reviewed the financial statement analysis for several dealers, the F&I department income
quickly became paramount in terms of profitability, (in some cases survival). In almost every
case, there was a direct correlation between Finance department success and dealership
profitability. Yet, for many of the dealers in attendance, they had not really made that
connection.

| was asked by one of the dealers in attendance why | thought that correlation existed. | told him
that the Finance Department probably just reflects the management and attitude of the entire
dealership. Dealers with successful F&I operations tended to be successful in other
departments. However, our observation in the field seems to show that it is more than just that.

The message for F&l MastersE is that you have a m
success, not just in terms of profit, but in other more subtle ways. There is insecurity in the

industry today, certainly in the dealership. In many cases, the F&I professional is seen by fellow

deal ership managers and empl oypewelss eats ohfa vwhnagt G sh eg ori
the industry. Think about it. You know more about the industry trends than almost anybody in

the store.

Your attitude, performance, and professionalism can have an impact on the entire dealership.
You can be a leader in guiding your dealership through the next year by setting the right
example. Whether they show it or not, your fellow employees and managers look to you for
leadership and confidence.

You are t he, 0 Betysurbearihg andnatitude eeflett that. Be a leader. Show a
positive attitude today and watch how your fellow employees react. It's kind of fun.

Apr 11, 2009

One of the most important areas of the F&I Manager's job these days is getting deals approved.
We are faced with some new challenges in the current market. We have more marginal credit
buyers than ever before and a wide range of customer situations to contend with. To deal with
this ever changing set of rules, the F&lI Manager must become more sophisticated and adept at
understanding their lenders and maximizing the financing options and reserve profit potential
the current market offers.



As we study the way top performing F&l Managers operate in this area there seem to be some
common, but important things to keep in mind.

First, you need to have a larger number of indirect lending sources than ever before. To be
successful in obtaining favorable results with a wide array of customers, you will need a wide
array of lenders to meet your needs. The minimum effective amount of lending sources seems
to be:

-At least one factory lender

-At least four banks with dealer lending programs
-At least two special finance lenders

-All the Credit Union Indirect lenders available
Why all these lenders?

The fact of the matter is that you need as many sources as is practical because lenders will

have different buying criteria, buy rate structure, money supply, and willingness or ability to help

you put deals together. Many factors influence a lenders buying decisions. Lenders tend to

move into and out of the auto finance market and you cannot allow one or two lenders to control

your business. While we do not recommend shot-gunning, or sending every deal to all your

l ender s, it is imperative that you know amkbti ch | en
to know where to send certain types of deals. It used to be that being loyal to one lender and

developing a relationship with a single buyer was an effective strategy. The lenders would then

all ow you to package some mEhis,didwevarl hasdbecarhedesswi t h t he
and | ess true in todayo6s market. Remember, you wo
finance program, and your job is to get deals approved, not to just accept whatever your lender

feels like buying today.

Second, INFORMATION. LENDERS WANT TO BUY YOUR DEALS!

That 6s what they are in business for but you have
approving the deal. A real rookie mistake in F&lI is to try to cover up or hope the lender will miss

information about a customer. Your buyer is an expert at recognizing a story with holes in it. If

your lender calls and asks where your customer was from 2001-2007, you had better have an

answer. If your customer had late payments during a specific period, find out why and tell the

|l ender. One | arge bank dealer center director put
approved if | know everything about them. Tell your F&I Managers that information is power.

Tell us the truth and we will find a way. Coverup or hideso met hi ng and we doné6t wa
Period. o

One practice that will help you greatly in this area is getting a credit application or a five liner in

advance of seeing the customer so that you can look at the total story and get the answers you

needtofl I in the customerds history. Another technigq
before you send in the deal and tell them you are sending them a deal that you have further

information on and would appreciate a call back when the deal hits their desk to discuss it. They

will still point out the deal, but, you will have a chance to discuss it before the final decision is

made.

Third, understand the point system. Lenders use an automated point scoring system to approve
deals and establish rate tiers. Many factors such as income, credit background, time on the job



and residence, home ownership, etc., are factors in establishing the total score. You need to
know how the scoring system works and be sure you have the proper information regarding
these areas. It is amazing how many applications go to a lender with a take-home pay amount
in the gross income block thereby inflating the debt to income ratio. Your lender will be glad to
show you how their system works if you just ask. A good idea is to visit the dealer center and
have them show you around. You will be amazed at what you can learn by visiting your lender
and asking questions. You also establish yourself as a credible, professional manager in the

eyes of the I ender and that couldndét hurt.

The bottom line is: Learn all you can about the process of getting deals bought and dealing with

l enders. This is becoming one of the most i mpor
much money you made on a deal i f you canot get
Apr 18, 2009

This morning | want to touch on the issue of compliance. I'm sure you have been getting the
very scary and threatening letters and emails regarding the "looming" Red Flag deadline. (I
noticed that most of them come from companies that sell some kind of compliance program, but

anyway..).

While | don't want to downplay the importance of complying with the new rules, it should be
noted that compliance with these rules is fairly simple and easy. The main requirements seem
to be implementing a process to identify Red Flags, staff education, and a written program for
dealing with compliance, approved by the Board of Directors. All of this can be accomplished
fairly easily.

First, there is a good resource for Red Flag guidelines at F&I Management and Technology
magazine online at http://www.fi-magazine.com/Channel/Red-Flags/Article/Story/2009/01/Red-
Flag-Rules.aspx. The editor, Greg Arroyo, has done an excellent job of laying out some
guidelines.

Second, we have posted a free Power Point or PDF presentation online that you can download
at www.teamonegroup.com/freecompliancepresentation.html and use it to update your
knowledge of the rules and for training meetings with dealership personnel.

Third, at the same location, www.teamonegroup.com/freecompliancepresentation.html , are two
templates for you to use to create the required written program quickly and easily.

| suggest that if you haven't completed your dealership's compliance program that you look
these resources over and implement a basic program. It's not that difficult and you can do it
yourself.

In the mean time, remember, you are the "Best of the Best".

Apr 25, 2009
This morning | want to talk about your agent. More specifically, How To Use Your Agent.

You probably have one or two agents that visit the dealership and sell you products. | suggest
that you take a look at some ways you can use those agents to help you do your job.

t
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We have figured out the elements that create the top F&I departments and one important factor
in that success is the ongoing support of that agent in the field. We work with, (we believe), the
best network of General Agents in the US and Canada to provide training to their dealers. We
also supply them information, research, and support. They want to serve you. After all, they
donét make money unless you make money.

The constant follow up and support from your agent can help you in some significant ways.
Here are just a few:

1. Training.

I know, some of you hate training. I dondt bl ame
takes up your time, costs way too much money, and a lot of it just rehashes the old

ficonvieonnal wi sdomdé. Thatés why | try to make our t
fact is, you need training to hone your skills and stay on the cutting edge of your profession. |

have a lot of agents tell me they provide training events andthe F& 1 manager s donét sh

your agent know you want all the training you can get. | will be doing several agent sponsored,

regional seminars for the next several months. When your agent sets one of these up, make

sure you attend. | promise it will be worth your time. If no live training is available, stay on top of

the online lessons and links we provide. Call me if you have questions. One F&I manager told

me this week that he couldnét believe how easy it
those were the most important phone calls | get. We exist only to help you.

2. Make your agent your lobbyist.

I get questions all the time from F&I managers | i
Manager said that o, T teshipdsdilelatamily.tEveiybodydves hi sd. A d
together and once in a while you need an outsider to come in and help you communicate with

your fellow managers and your dealer. When your agent got your business, they established a

relationship withthe dealeran d management that has some credibild.i
account. Discuss what is going on in your store with your agent. Let them help you by telling the

dealer and management what you need. Sometimes they can get a point you have been trying

to get across for months through to the dealer in one meeting. Put them to work.

3. Products

You need a range of products to offer. | constantly run across dealerships that only sell service
contracts and GAP and c an 6t pefformgra. Ttey neventwilltbehly t hey a
dondt care how fistrong6 the F&I manager is. You n
process allows you to be successful with several products, not just one or two. Go over the

products your agent offers. Make sure you have at least four or five good products to sell. If your

agent doesnod6t have them, tell them you want them.

May 02, 2009

| got this letter last week from a dealer that | have known for over 30 years. He was a mentor to
me and several others and his insights and perspective are well worth reading in the current
"economic downturn”.

"Geor ge, l 6m finally retiring for good after all
little tough right now, butbecaus e | just dondt have the energy any



asked me for my thoughts as | leave the business. | heard the talk you gave at the dealer

meeting last month, (my son recorded it), and | was pleased to hear you talk about the good that

came out of the Il ast #Acrisiso in the business rath:
in the media right now.

| was reflecting yesterday about the end of the Pontiac line, among others. It always amuses

me that my fellow eéaedl efstaet worked whés t@whéabel g
changed much. As you know, my father was a Studebaker dealer, my uncle was an

International Truck dealer, but my cousin was the smart one. He bought an Oldsmobile

dealership but sold off the Hondafranchis e i n 1977 because they woul dno:
motorcycles. Yet they al/l died rich. The only fra
t he heck, I 61 | try to sell some of these l|little ¢
There will always be a car to sell and somebody to buy it. You might be surprised to know that |

still remember a sales meeting you gave in the | a
to the highway and pointed at the cars going by andsaid, 0 Look at a.lTheywihab se car s
wear out in the next few years and need to be rep
webdbre the ones that sell themo. | 6ve used that |

Wedbre in the greatest wodl i gyedtvte bsisi niewssdi nhé hé|
World War Il, 5 recessions, (two worse than this one), and every law, regulation, media attack,

and manufacturer goof-up you can imagine. We will survive this and come out better and

stronger, like we always have. No doubt about it.

Tell your young people that they will survive and the only thing that will be remembered 10-20
years from now is how they performed in this fAeco
people coming into the industry and they will be better than we were.

| hope to see you sometime when you are in town. Thank you for your friendship over the last
30 years,"

Name Withheld (He asked not to be identified)

May 09, 2009

First, congratulations to our Fa&dsealtapsofjecdforasE! Thi s
major lender, (remember, they help subsidize your training). Those of you in this particular

group that have completed our training programs are, again, leading the way in every category

of F&I performance. | cannot overstatethei mport ance to your deal er b6s fi
your profit production in the current market. For many dealers, the F&l income has made the

difference between profit or loss.

Free Cash Conversion Training

The one area that | am getting a high volume of inquiries about is cash deals. There are still a

lot of cash buyers out there and it is affecting your numbers. As you know, we have studied

cash conversion techniques for years. The cash conversion techniques that a lot of these F&l
managers have been taught just dondt work so they

Because our process is having some success for our graduates in converting these buyers to
financing, and due to overwhelming requests for information about our technique for cash



buyers, we have put a quick, simple, and free guide on the internet, for a limited time. Many of
you have completed the training in this area but a quick review is always good.

For those of you who haven 6 tugglingwith ¢ash dgals,gothharve a fr
send them the link at: http://www.teamonegroup.com/freecashprocess.html

, Simple and &b&n otf hdtuthgh tiitmegnliy 6wBortkhse D
d anything thhfrsttokmown. ks better, youdll be

6s easy
fin

May 16, 2009

Wow, what a week, huh?

Chrysler and GM are cancelling dealers, the economy is still tanked, and every Automotive

News update is worse than the | ast. I'tés hard not
p e opl &nowndovyears being affected by all of this and, through no fault of their own, being
forced out of business. And ités not just deal ers
me tell you that everybody, agents, F&I product suppliers, advertizing sales, (and yes, even F&lI
trainers), are scrambling to make ends meet in 20

car business stand-by tactic of denying the problem and spouting positive messages is wearing
a little thin.

OK then, what should we be doing and thinking through all of this. Sometimes, when things get

tough for me, I think of my Grandfather. (OK, those of you who know me are thinking, oh boy,

itdéds another one of Georgeds message storsoes. Yea
bear with me).

My Grandfather had a farm in lllinois that | used to go to in the summer when | was young. |

could never figure out why anyone would want to be a farmer. It was hard, brutal labor from

dawn to dusk and there was always something going wrong. It seemed like all of the forces of

nature were trying to put him under. I f it wasnot
machines didndét work or there were sick animals o
an emergency. Yet, my Grandfather never seemed to be affected negatively about any of it. As |

look back on it now, his great talent was the ability to separate the things he could do something

about from the things he coul dnodt e loejustvent . He nev
around them. If it was too wet to plow, he would work on the machinery. If the feed harvest was

low, he would trade his labor to another farmer who had a surplus. And no matter what

happened, he would never quit or be defeated. He just kept working, and he was one of the

most contented and happy people | 6ve ever known.
will work out all right. | know that because, soo0
The message her e, f or hite manufacturerk, thé ecamemy,ovhan thet contro

government does, the weather, and for the most part, how many people will buy cars this

month. What we can control, however, is our attitude, our professionalism, and what we do with

the customers who do buy a car. If we just keep focused on doing our job the best way we know

how and stop worrying about the things we canodot c¢
right. You know how | know that? Because it always does.

May 30, 2009



This week | want to touch on something that is working. But first, let me tell you, it seems like
everything in this business is changing on a d
industry since 1975 and have never seemiakang®
an overstatement to say we are entering a trul
industry. We are getting real time information from all over the US and Canada and are
watching what is working and wimdotmake & oudjagbtokdep have t
you up to date with changes, but more importantly, the practical ideas that are successful and,

someti mes, t he ones that arenot .

il
I i
i

< n o

One thing | am running into is some F&I pros who have just a couple of products to sell and our
reporting shows that this is limiting their income. Many of you have dropped Credit Insurance
and so you only have Service Contracts and GAP as your intangibles. That will be alright as
long as you have some good tangible products to fill in the gaps in the income distribution pie.
These would include the chemical packages, window etch or some theft deterrent, etc. Also, if
your lenders are capping your amounts, you can sometimes get these tangibles into the deal
easier.

One of the products that is selling in impressive penetration numbers, (50-75%), is the Wheel
and Tire protection programs. Our reporting is showing that this is a product that is easy and
quick to explain, the customers see the value in it immediately, and it gets sold on many deals
where the customer rejects the other products.

I f you dondét have a tire and wheel product, you ¢
without doing much other than getting this product and offering it in your tangible blocks.

Jun 06, 2009

Now that the manufact ur er s are quite publicly declaring bani
guestions from dealers and General Managers about service contracts, coverage, security, etc.

Recent publicity regarding the insurance inndustry
in the marketplace about insurance products that dealers sell, most especially service contracts.
As we now know, the credibility that the factory programs used to have is gone.

We do not sell any F&I products or endorse any particular product or company so our dealer
clients are confident that we can be objective in that advise. This seems like a simple question
but the answer gets a I|little bit involved and 1| 06l

There are three types of service contract suppliers that make up the majority of the service
contract industry. (A fourth type are dealer owne
address them here because only the dealer knows how secure their internal finances are).

The first type of service contractsaret he manuf acturersd programs. Thes
secure programs for the dealer. However, with the recent news of major automakers going to
the government for bailouts and help, one could be concerned that even the manufacturers

could have troublepayi ng c¢cl ai ms. A dealer recently told me,
make any difference to me anywayo. This isndét nec
the deal ersd personal and business fsenticacostracbn t he

claims is never acceptable. In our experience, the major reason dealers stray from their
manufacturers service contract has to do with cost. If there is a significant price/benefit



difference between the factory program and a secure independent, a little quick math sends the
dealer looking.

The second type of service contract is the type that service contract companies provide the
forms, cost sheets, and the dealer sells the product, keeps the commission, and the service
contract company pays the claims. The dealer has no involvement in claims, losses, and cost
setting. The important security issue here is not the service contract company, but rather, the
insurance underwriter.

To point out how i mpor t antte. (Tthdre ase more rederd éxhmplgso b ac k
t o | 61l1

but here may stil!] be Ilitigation pending s
company in Seattle called Northwest Underwriters. They were well known for the best service
contract pricing, coverage, and claims handling. They became very large, very quickly, and
dealers just loved them. They advertised that they were insured by a B rated, stable insurance
underwriter and no one ever gave it another thought. They enlisted the best general agents they
could find and became a major player in the service contract business.

Then it happened. One day the phones stopped being answered at the corporate office in
Mercer Island. No one could reach the claims department and the dealers were in a panic. But
wait, they were re-insured, right? Well, as it turned out, the secure, B rated company that re-
insured them was owned by the same people that owned the service contract company. The
reserves were nowhere to be found and the dealers contracted with other service contract
administrators to handle claims that the dealer had to pay out of their pocket. | was a young
general manager then and | can tell you it was painful.

In contrast, everyone remembers General Warranty, right? If you are new to the business,
General Warranty was, by far, the service contract giant for several years. They put on the
huge, elaborate displays and parties at the NADA conventions, flew around in private jets, and
gave not only the appearance of stability, but success. They were the big players and everyone
knew it.

Then it happened. One day the news started spreading that General Warranty was going under.
Again, dealers started to worry. However, General Warranty was backed by a huge A rated
insurance company that had the financial power to assume all of the claims, losses, refunds,
and administration of the huge book of business that General Warranty had amassed. There
was some discomfort but nobody lost their shirt. The point here is that a dealer has to examine
and research the underwriting insurance carrier, assess the underwriting agreement, and make
an informed decision about the risk involved.

What are A and B ratings? The ratings | refer to are the financial rating published by AM Best
Company. They are basically a credit bureau for insurance companies; however, they go into
much greater detail and investigate insurance carriers thoroughly. You can find out all you want
to know about an insurance company there. You can access the information for free at
www.ambest.com.

The third type of service contract is the dealer participation or reinsurance program. In this case,
the dealer participates in the loss ratio of claims to reserves. That just means that if there is any
money left after all the claims have been paid, it goes to the dealer. The service contract
company handles administration for a fee and there is usually an insurance carrier involved to
pick up the slack if claims far exceed the reserve amounts. This program is generally adopted
by larger dealerships that can amass large enough reserves to cover losses and earn significant
enough investment income to make it worthwhile.



While the service contract company and insurance underwriter need to be chosen carefully,
(after all, they will be dealing directly with your customers), it is important that the dealer knows
exactly where their reserves are being held, closely monitors investment income and claims
ratios, and has direct access to those reserves in case of default of the service contract
company.

To sum it all up, exercise due diligence in choosing your service contract programs. Just

|l istening to the service contract companyds sal es
company is they can have problems and the dealer will ultimately be on the hook to their

customers. Run an AM Best report on every insurance carrier you use. Look as hard at your

service contract supplier as closely as you would a new business partner. In many important

ways they are just that.

June 20, 2009

| first want to congratulate our Honda F&I managers around the country for their outstanding

performance in this goofy market. | have gotten some feedback from a very reliable source

within the Honda organization that our managers using the Team One F&I process are leading

North America in production and performance and it is drawing a lot of attention from Honda.

Good Job! (Who says Honda buyers dondét buy F&lI pr

Next, get a chemical program!!!

Many of you stil!/l donét have the single highest p
protection. You are missing substantial income potential, especially in those buyers who pass
on service contracts or GAP.

Finally, there are big changes coming at Team One. The automobile business is changing and

will never be the same again, this is clear. You need to adapt to these changes. Period. Those

deal ers that don't adapt to this new market proba
help. We are more active than ever in the market and will be bringing you some answers in the

next couple of weeks. We are, among other things, about to offer a two day F&I plus sales

training, "Two Day Tune-Up" that will share what is working in the new marketplace and how

you can increase sales and maximize F&I income. | will be doing all of this training myself and

so | am getting my frequent flyer card out. | can promise you that this two day program will be

inexpensive, yet, the most effective spark to ignite your dealership's front end. | suggest that

you reserve your dates as soon as you get the announcement because it | ooks | ik
However, | am really looking forward to coming to your dealership for two days and working with

you and your staff in person. Don't worry, we will get you the answers you need.

June 27, 2009

This week | ran into an old friend who is an executive for one of the manufacturers. He came out
of college with me in the '70's. There was a group of us out of Michigan in the mid '70's that got
recruited right out of college into the car business. Most of them went to the manufacturers but |
was one that went into retail. He asked me what | was doing and | told him | was still doing what
I do, training F&I managers. He said, "Aren't you getting tired of flying all over the country doing
that?" | thought about it for a second, then told him a little story about a recent experience with
an F&I manager, the kind | have all the time.



I tell this story without the subjectds permissio

illustration of my common experience in the field working with F&l managers, all over the
country.

This particular F&I manager 6s Dealer Principal h a
dealer 20 group that has a couple of our clients who were at the top of the group in F&l income,

(about triple what his was), and he called me to ask about training. After a few discussions, he

decided to bring me to his location for the Two Day "F&I Tune-Up". It cost him about four

thousand bucks for me to come, with everything included, and | know he had a hard time

spending that money. | had the feeling he was tapping his kid's college fund to pay for it. But he

needed to make more money on the cars they were selling to offset reduced volumes.

So, here's the story I told my friend. See if any
March 25, 2009- (the night before the training)

F&l Manager: (1611 call him Bob), AWhat are we go
Me : il &m going to teach you an easy, simple way o
work for youo.

Bob: AWell, o@wvei gos bhadtlkRédey We are getting mor
paying cash and wedre not selling anything anyway
Me : i No, he didn't mention you. How are your numb
Bob: Al wused to do better. Wedre at about $550 per
thatdés pretty good. Pl us, our customers are a | it
Me : AReal l vy, how so0?090

Bob: iYeah, these pe agedueated. Tleyall coméir witle their cost mo
figures. |l 6ve got to really grind them to sell an
and they already know about F&lI 0.

Me : AHow are you presenting your products?o9

Bob: iWebve gowartehitsh antetnsu psroefttt y cool . I went 0

this software came with it. The dealer pays a lot for it so | make sure | use it on every deal. And

|l &m doing everything they told me to at the F&I s

showroom to meet them, | do a really thorough qualifying interview, and | am really good at
going over the service contract. See, | have this chart that shows them how much the average

car needs in repairs and gives all the benefitso.
Me: MfAHowoOki mdhaftomwoyou?o
Bob: AiPretty good. What time do we start in the m

March 26, 2009- (4 PM, after a full day of training)

Bob: AwWow, this is all di fferent. You know| you c

school. Are you sure this will work? | think our full color menu looks a lot better. You know, |
need to make money. |l 6m not sure | want to do

t hi



A

Me : il under st and. |l tdéds different. I had to rel ea
have spent the time, will you go ahead and try it

Bob: il guess so. I need to do something to make

April 2, 2009- (One week later)

Telephone call from Bob: AGe &Krsd e, holy **** this
Me : AfGood, | told you it would work; you just had
Bob: ABut no, you doné6t wunderstand. |t is really
bunch of customers and they |l ove it!o

Me : AGreat, what products are you selling?bo

B o bAll offihem! You were right, they will choose this stuff if you just let them. | can't believe

how easy it is. I just wanted to |l et you know t ha
Me : Awell good Bob, but remember, youbregthe one
new. Pat yourself on the back and | et us know if

June 5, 2009- (After two full months on the program)

Telephone call from Bob: fAGeorge, did you get the
Me : AYes | did. As a mattehisefmbanitng apdkbebs po
youo.

Bob: AWell he should be. In February we did $489
$1180 per car and webre selling everything. I jus
took the preferredpack age, $3200 buckso.

Me: fAnGood jobo.

Bob: iYeah, you know ités funny, we are selling a

more money than | did last year when we sold twice the units. Hey, does that make us one of
those top performers you keeptal ki ng about ?0

Me : AYoubre getting there Bob. Just keep doing wh
know i f we can be of helpo.

This story, and all of them like it, is why | keep doing what | do. | love this business.

Jul 04, 2009
What's going on out there?

That s the question 6ve been ge
S I

| from the wh
manufacturers, |l ender , and F& t

providers



with the dealers and F&I professionals every week and they are trying to keep abreast of the
mar ket. They want to know what youodre thinking. (

Of course what some of them are really looking for is what they can sell you and your Dealer
Principal. That 6s ofdvar¢he sefimbna keépspreaching tothe j o b . H
manufacturers, lenders, and F&I product providers is that they need to be doing everything they

can to help the dealers during this Aeconomic cor

When the money was flowing and you had a showroom full of customers, (all of whom you
could get bought somewhere), they made a ton of money from you. Now is the time they should
be giving back.

I was a dealership manager in the | ate 06706s and
correctiono i ndugtnh erememberptotbisday, tee F&Iproduct and service
providers who got in there and helped us and thos

elephants; we never forget.
The next time your agent or product provider comes in or calls you, look for whether they say
iwhat can we do to help you?6 or AWhat can we sel

That will help you separate the companies that have your best interests at heart from those that
are just predators.

I can tell you that the agents and F&I product companies we work with that host our one day

training seminars for you are reaching in their pockets to do it. The companies that advertize on

our website do it to support the help we give you. They are working with less income but are
committed to helping their dealers. Weodve reduced
They are the good ones.

And weol | remember, wonot we. Have a great 4t h of

Jul 18, 2009
Free Cash Conversion Training

The one area that | am getting a high volume of inquiries about is cash deals. There are a lot of

cash buyers out there and it is affecting your numbers. Because our process is having some

success for our graduates in converting these buyers to financing, and due to overwhelming

requests for information about our technique for cash buyers, we have put a quick, simple, and

free guide on the internet, for a limited time. Many of you have completed the training in this

area but a quick review is always good.

For those of you who havenodot, or if you have a fr
send them the link at: http://www.teamonegroup.com/freecashprocess.html

simple and &bén otf h d thgh Hesttone avekinogv 6fgo rt khse 2

6s easy,
find anything that works better, youdoll be

Jul 25, 2009



Il &m sure youbve heard the clich®, "Attitude | s Ev

|l tds become kind of a hackneyed phrase in ,bBales t
try to remember that sometimes clichés become clichés for a reason. While attitude might not

really be "everything", it may be the single most significant factor of success that we have the

power to control.

This came to mind this week as | spent a couple of days training at a dealership in the Denver A
area. I was helping |l aunch the User FriendlyE pro
suburb of Thornton, CO.

You may recognize the name Pro Chrysler Jeep. John Schenden, the Dealer Principal, was the

2008 F&l Magazine Dealer of the Year. (Wouldnot vy
Tuscan of Dealer Commitment Services, is one of our authorized agents for the Package

OptionE process and provided supporwardtThe hel p t hem
successful relationship between the dealer and agent in this instance are a model for the

industry.

| am constantly in dealerships all over the country and | am always watching and learning from
the very best dealers what ideas and strategiesare wor ki ng. Then | pass them
what we do.

What struck me most about John Schendendés operat.
have there. I f | wasndédt so informed and aware of
industry, | would never guess it by visiting this store.

It starts with the boss. When you walk through the door into the showroom, the first glass office

you see is the Dealer Principalbés. John is right
speaktohim.(He | ater told me his home number is I|isted
afraid of his customers).

The greeting and attitude of everybody in the dealership was upbeat, relaxed, and positive.
When | held training sessions with the staff, they were not only receptive to learning all they
could, they were exited and motivated to do their jobs better.

Some of the quotes | heard over two days were:

From salespeople:

il made some calls and | 6ve got an appointment to
ifiCan we use this to call some people that have be
ioOh yeah, this is the best place in town to work?o
ifiCan you go over that once more? | want to be sur

From Managers:

Awhat can | do toelaél?”Pp you make that d
ifiLet 6s make sure this runs smoothly and is easy f
AiYou get to a | ot of dealerships, is there anythi



AfiwWhatever it takes to i mprove, l etbs do it! o

Never once in two days did | hear a negative comment about the dealership, the business, the
customers, or the changes we were implementing.

How do they do it? Well, first, it starts with the dealer. John has garnered every award the

industry hastoofferand i s obviously a quality guy. But itéds
convinced his entire staff that they are the best
the sky rhetoric, they work hard at this place and they expect, and get, results. They are an

example of the type of dealership that wil!/ | ead
correctiono. And much of it comes down to attitu
I dondét presume to know the inner workings of Joh
upever y morning and makes a conscious decision abou
heard this from winners in every walk of |ife and
What can you do to create that winning attitude?

First, make a conscious decision of what attitude you want to have, and then adopt that attitude.

I f that sounds simple itbs because it is. Frequen

attitude dramatically.

The immediate benefits of choosing the attitude you want are that you automatically change:
1. Your perspective

2. The way you interpret things

3. The decisions you make

4. The actions you take

5. The results you get

Changing your attitude can get you there quickly, but it can also get you there in style, enjoying
the ride more fully.

Even if you have a great attitude already, it could always be better. It doesn't matter if you have
a little goal or a massive dream, a small annoyance or a huge problem, shifting your attitude will
help, and it might just radically transform your situation.

Some tips:

Break Your Pattern: If you catch yourself with a bad attitude, it can be useful to do something

radical and surprising to break your pattern: jump up and down, dance in a circle, tell a stupid

joke, callyour momandtellheryou | ove her (sheodl |l al so tell you
hurts), whistle a silly tune, or whatever to break your pattern. Then create a fresh attitude.

Ask Yourself Questions:
Here are a few to get you started:

1) How can | turn this situation into an opportunity?



2) What would I do if | was already very successful?
3) Who do | need to be to achieve my dream?
4) What would my future (successful) self do?

Fake It Till You Make It: If adopting a new attitude feels difficult or awkward, just fake it till you
make it. It really works. Act as if you have that attitude. Walk like someone with that attitude.
Talk like they would talk. Breathe like they would breathe. Make the decisions they would make,
etc.

The bottom line is; you are the one in control of your attitude. And your attitude is the first step
to your success.

Donodt beli eve me?

Just ask the 2008 F&I Magazine Dealer of the Year. It seems to be working for him.

Aug 01, 2009

Wow! What a week. | have been in dealerships from coast to coast this last 10 days and the
"Cash for Clunkers" program has been amazing! | haven't seen anything produce such universal
response since the first sub-vented rate programs in the early 1980's. The same managers that
told me they thought this was a stupid program 10 days ago were too busy to talk on the phone
because they were working with "Cash for Clunkers" customers. Who knew?

| doubt that it was a bunch of marketing geniuses in Washington that came up with this idea.
Some bureaucrats just stumbled onto something that worked beyond anyone's imagination. It
confirms what our research group has been telling us. There is a market out there! We just have
to figure out how to tap into it.

While the price incentive was the catalyst for the program, getting the buyers into the dealership

was the key. When the final numbers wash out, there will be a tremendous amount of new

vehicle sales recorded to customer sorwhbdaecidddtdndt qu
buy a used vehicle instead. One of the added bonuses of these "Cash for Clunkers" deals is

that the F&I income, for those F&I managers using our Package OptionE  me t , nas been

terrific.

Even though these customers are somewhat sales resistant, and the amount financed per deal
is somewhat smaller, the Package OptionE me t of prelsenting F&I options has produced
some impressive F&l numbers. Remember, these are, for the most part, qualified customers.
Our F&I managers are discovering that, if presented properly, people with good credit will buy
F&I products in big numbers.

The truth seems to be that we are entering a phase where we are going to have to sell cars,
(and F&l products), to qualified buyers. You are seeing that the days of selling to people with
marginal credit and rolling everybody that walks through the door are over, at least for a while.

It is truly a new and different market, and custo
going to take new ideas. The old, comforta bl e, r el i abl e way of marketing
anymore.



As the market makes a comeback, (and it will), an
be monitoring and tracking whatodos working, (and w
Just be sure you are ready to make the changes you will need to as the market evolves. As the

sign in my office says, ANever Marry an | deabo.
Aug 08, 2009

Here's an an idea someoneds using that you might

One of the frequently asked questions we get from dealership management is;
Who should quote the rate and payment to the customer, and when?

In dealing with questions like this, our research philosophy is a simple one. We address each
issue and area with no preconceived ideas. We simply measure the results of different
techniques and methods, and share them with our dealer partners. The quoting of rate and
payment is always one of the more controversial areas we work with.

Experienced professionals in the business seem to hold strong differing views in this area. Most

Sales Managers just use the system they were taught from their previous Sales Managers,

simply because thatés what they know and feel sec
investigated some different methods from above average closing ratio performing dealerships

and the results are reported below. Many of you w
This study deserves a little attention, however, because facts are facts and this information may

be of great help to those of you who face a problem in the area of qualifying and closing on

payments.

There are many ways that a payment can be quoted to the customer. As we measured some of
these different techniques it became immediately clear that more and more customers are
buying cars with the payment as the major decision factor. This makes it imperative that
payment discussion and agreement become part of the actual sale of the vehicle. It also
became clear that the salesperson must be able to address the payment issue during the
gualifying stage of the process.

Customers express a very negative opinion of the sales process when the payment question is
not answered quickly and honestly. Customers were very astute at recognizing any attempt to
avoid this question. Therefore, we need a method that allows for the salesperson to deal with
the payment question immediately. Even though this idea goes against much of the
conventional wisdom, the results are overwhelmingly in favor of a system that allows the
salesperson to openly address payments. The question is how do we do it?

Some surprisingly effective results came from using a simple method we found in some
dealerships that are consistent top performers in sales, customer satisfaction, and F&lI
penetration and income. They provide a card for the salespeople or closers to use that gives
approximate payments for different amounts financed. In one example, the payments are based
on 9% A.P.R. for 48, 60, and 72 months for new vehicles and 12% A.P.R. for 36, 48, and 60



months for used. The card looks like the one below:

When the payment is discussed the salesperson tells the customer that this payment is based

on a standard rate and that the rate will vary depending on credit criteria. These payments do

not include additional products or services. (As you know, quotingafil oaded o6 payment ha
determined to be a deceptive practice).



