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I would like to welcome you all to the first issue of 2019 and 
take this opportunity to thank all our readers, advertisers, and 
speakers who attended the 2018 P&A Leadership Summit. This 
past October was our most successful event to date, and we owe 
that to you! 

After two days packed with motivational keynotes, executive-
level discussions, and knowledgeable debate with some of the 
F&I product provider’s leading members, attendees returned 
home with fresh ideas and new strategies. If you weren’t able to 
attend, don’t worry! This issue is filled with articles from some 
of those same speakers.

StoneEagle’s Cindy Allen delivered a compelling keynote to 
both PALS and Industry Summit attendees, on the challenges 
we are facing as a result of continued digitization of technology 
and processes.  Providers and administrators who are resistant 

to these new trends will fall behind. Allen wants the industry to 
take action by keeping the increasingly mobile end user in mind.  

Kristen Gruber of Dealers Assurance Company led a panel made 
up of industry experts: American Financial & Automotive Ser-
vices’ Arden Hetland, Dave Duncan of Safe-Guard Products 
International, and Nobilis Group’s Stan Starnes. “The Inside 
Scoop” focused on the uncertain future of protection products 
and how to keep your company ahead of the game. 

I hope the photos below give you a glimpse into the event, 
and all the other sessions not recapped in this issue — and 
if you didn’t attend, audio recordings and presentations are 
still available for purchase. Please contact me directly at  
kspatafora@mgigmedia.com. 
 

By: Kate Spatafora

DEPT: PUBLISHER’S PAGE

Not only does this issue delve into the information shared at PALS, it features 
the 2019 P&A Industry Trends article! Each year, we reach out to members of the 
F&I product provider arena and ask them to share their predictions for the year 
ahead. The following pages are filled with insights and ideas from 18 of the indus-
try’s most accomplished executives and thought leaders. 
 
Whether in person or in print, our goal is to deliver information you can’t get 
anywhere else. With thanks to everyone who made it possible, enjoy this issue! 

Photos by Kate Spatafora

Cindy Allen delivered the Industry Summit Keynote,  
“No Human Necessary: Emerging Tech and Impactful Trends.”

Brent Allen; joined by Jardon Bouska, Stephen Fort and  
Garret Lacour made up the panel session, “Can Online Claims 
Help Your Organization Achieve Efficiency and Scalability?”

“The Reinsurance Climate: A Look at NCFCs and  
DOWCs” panel was staffed by Greg Petrowski,  

Richard Irvine, and David Kaseff.

Lee Bowron and Ben Woods discussed current  
GAP trends during, “Rising GAP Losses: A 2018 Update.”Kristen Gruber was joined by Arden Hetland, Dave Duncan, and Stan Starnes for 

a panel discussion, “The Inside Scoop: Straight Talk from Industry Leaders.”

TrueCar’s Chip Perry took to the stage 
to present his keynote address,  
“The Future of Transparency.”
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VISIT WWW.PROVIDERS-ADMINISTRATORS.COM FOR UP TO DATE INDUSTRY NEWS.

LoJack Launches 
Integrated Inventory, 
Connected Car Solution
IRVINE, Calif. — LoJack (div. CalAmp) 
announced the launch of a fully in-
tegrated, single-device solution that 
combines the company’s stolen vehicle 
recovery technology with an integrated 
telematics core to support lot manage-
ment for auto dealers and connected-
car services for consumers. LoJack is 
also kicking off new business models 
and sales incentives to help dealers 
increase customer penetration, drive 
greater per-vehicle revenue and im-
prove customer satisfaction.

“The all-in-one LoJack solution makes 
it easier than ever before for dealers 
to streamline inventory management 
while delivering nationwide, best-in-
class SVR and connected car services to 
their customers,” said Stephanie Cassi, 
vice president of sales for LoJack. “With 
LotSmart, dealers can actively monitor 
the location and operational status of 
their inventory to improve the custom-
er buying experience. That same tech-
nology sold through to their customer 
as SureDrive provides peace of mind 
with SVR and advanced driver safety 
capabilities that help build a long-term 
customer relationship and drive greater 
revenue potential.”

The new integration allows dealers 
to offer driver safety micro-services 
through SureDrive, including Crash-
Boxx instant crash alerts, speed alerts, 
multivehicle tracking, and trip history, 
according to the announcement.

Hudco Releases Eighth Edition of CARLAW
HANOVER, Md. — CounselorLibrary.com announced the release of an updated CARLAW F&I 
Legal Desk Book. Winner of the Axiom Business Book Award, the 390-page eighth edition of 
CARLAW gives readers 363 things to know about auto, marine, and RV dealer finance laws and 
regulations.

Authored by Thomas B. Hudson, Michael A. Benoit, Ralph J. Rohner, and the attorneys at Hud-
son Cook LLP, this new edition reflects the latest updates to the federal laws and regulations 
affecting F&I practices. Using a straightforward “Q&A” design, the book seeks to address many 
of the everyday compliance issues dealers face and includes links to the actual laws and regula-
tions discussed in each chapter.

The book has been designated as the official textbook for the Association of Finance & Insur-
ance Professionals and endorsed by the Reynolds and Reynolds company, which will host a book 
signing featuring Hudson and Benoit at NADA Show 2019. Reynolds and Reynolds’ director of 
compliance, Terrence J. O’Loughlin, described the book as “indispensable” to anyone working in 
an F&I-related segment of the auto industry.

“Doctors have the Physicians’ Desk Reference, lawyers have Black’s Dictionary, and engineers 
use the Fundamentals of Engineering,” O’Loughlin wrote. “For practitioners involved in finance 
and insurance, the F&I Legal Desk Book is just such a book and is a must for a true F&I profes-
sional. I personally keep it close at hand.”

DEPT: IN THE INDUSTRY

Auto/Mate Integrates With Jaguar Land Rover
ALBANY, N.Y. — Auto/Mate Dealership Systems has successfully completed all DMS integrations with Jaguar Land Rover’s (JLR) dealer communi-
cations platform, the company announced. Executives said the interfaces allow JLR franchise dealerships to expedite critical transaction processes 
to and from the manufacturer, while significantly reducing data errors.

“These integrations streamline OEM communications and will save JLR dealers valuable administrative time,” said Mike Esposito, president and 
CEO of Auto/Mate. “Additionally, the integrations will greatly enhance the appeal of our DMS to JLR dealers who are exploring alternative options.”

JLR dealers can now seamlessly transfer and receive OEM communications through their DMS, including repair orders for warranty claim transmit, 
parts order and parts return transmit, and financial statements, among others, and the completed interfaces connect AMPS modules to JLR via a 
web-based portal, expediting the transfer of business-critical information, all according to the announcement.

Darwin Online Gets ‘Buy It Now’ Functionality
ISELIN, N.J. — F&I software provider Darwin Automotive has added “Buy It Now” functionality to its Darwin Online digital retailing application, 
creating a “true, Amazon-like checkout experience” for car buyers anywhere in the U.S., the company announced.

Darwin’s “Buy it Now” technology allows the consumer to pay for 100% of the vehicle online and to electronically sign all the required docu-
ments in one single signing ceremony without having to leave their home or workplace, including finance and insurance documents, according to 
Darwin CEO Phillip Battista, who said no other company has provided this functionality in the marketplace to date.

“We view this as a huge opportunity for all our auto dealer clients, especially with pre-owned vehicles, where the customer understands the 
uniqueness of the vehicle they are purchasing,” Battista said. “Most dealerships know that 20% of their business is cash transactions. Cash cus-
tomers represent five times the number of new-car customers that are willing to do an entire transaction electronically, so why not provide them 
with the convenience of an electronic transaction inclusive of F&I products?”

VISIT WWW.PROVIDERS-ADMINISTRATORS.COM FOR UP TO DATE INDUSTRY NEWS.

Ford, Mercedes-Benz Top  
Cox Factory Rankings
ATLANTA — Cox Automotive has released the results of its 
inaugural Retail Brand Scorecards study, compiled in partner-
ship with  Automotive News. The comprehensive study was 
designed to measure and compare core brand attributes that 
most impact dealer performance.

Top honors were given to Ford and Mercedes-Benz in the non-
luxury and luxury categories, respectively, with BMW, Chevro-
let, and Toyota also earning an A or A- in all six categories: Best 
Customers, Range and Age of Offerings, Digital Traffic, Shop-
per Loyalty, and “Attitudinal,” referring to key attributes that 
most drive purchase behavior, including reputation, durability, 
affordability, and safety. The 34 graded brands also had the 
opportunity to earn extra credit for Geographic (i.e. market-
share) Consistency and OEM Mandates and Restrictions.

“This study represents a comprehensive review of brands from 
a unique perspective — how well they support the success 
of dealers,” said Cox Automotive Chief Economist Jonathan 
Smoke. “As we assembled the data and began to see how the 
brands performed differently, we started looking at the results 
as grades in high school, where the most well-rounded and 
high-achieving students are those who perform well across a 
wide range of disciplines. With that scorecard framework, we 
found a clear set of brands that are honor-roll worthy, as they 
are in essence the hardest-working, most successful students.”

Ford was best-in-class in the non-luxury category, earning an A 
or A- in every subject, with its highest finish at No. 4 in Range. 
Extra credit for Geographic Consistency and OEM Mandates 
and Restrictions pushed Ford to the No. 1 spot, followed by 
Toyota. Toyota’s Lexus marque was No. 2 among luxury 
brands, trailing only Mercedes-Benz.

Survey: F&I Was Bright  
Spot for Dealers in 2018
CHESTERFIELD, Mo. — F&I programs, services, and reinsurance pro-
vider Protective Asset Protection released the results of a late-Decem-
ber 2018 online survey it commissioned to gauge how dealers leveraged 
F&I programs and opportunities last year.

The majority of the more than 150 dealers who completed the survey 
said their overall gross margins in 2018 were flat from the prior year, yet 
sales for F&I products were up more than 10%. In fact, 35% of dealers 
said their 2018 gross margins were unchanged compared to 2017 figures.

Roughly 32% of dealers said their F&I product sales were up more than 
10% in 2018; another 30% said their F&I product sales were up 5% to 
10% compared with 2017. Nearly 42% of dealers said vehicle service 
contracts were their biggest seller, followed by maintenance programs 
(38.9%).

Analysts noted that VSC and maintenance programs are becoming 
more popular as more car buyers turn their attention toward used ve-
hicles. Used-car sales are estimated to have reached 39 million in 2018, 
compared with just 17.3 million new-vehicle sales. In 2019, sales of new 
vehicles are expected to dip down to 16.8 million, according to NADA 
forecasts. And with cars now representing just 30% of overall vehicle 
sales, many consumers must rely on VSCs and maintenance programs 
for upkeep on their higher-priced trucks and SUVs.

“We believe the demand for many F&I products will continue to grow in 
the coming years, especially as more consumers turn to pre-owned ve-
hicles to combat affordability sticker prices on new vehicles,” said Rick 
Kurtz, senior vice president for Protective Asset Protection. “What’s 
more, the continued trend of off-lease volume will place additional fo-
cus on used vehicles, where VSCs and maintenance programs will sig-
nificantly help ensure consumers keep their vehicles on the road and 
running. Also, we see dealer-owned warranty company programs, in 
particular, helping dealers offer branded F&I products designed to meet 
the needs of their customers.”

Zurich Advantage and Zurich University Debuted at NADA
SCHAUMBURG, Ill. — F&I products and training provider Zurich North America showcased 
new direct-marketing and service-lane technology and updates to its training portal at the 2019 
NADA, the company announced.

The new solutions include a “robust” direct marketing program to help auto dealers sell vehicle 
service contracts and other F&I products to car buyers who did not elect to purchase at the time 
of sale or whose existing vehicle service contracts are approaching expiration. The company also 
has created Zurich University to house its entire menu of interactive online training modules for 
auto dealership employees. On the portal, they can find new offerings such as F&I sales training 
and the online components of “Service Advisor Training with Steve Shaw” as well as existing 
compliance training modules, all according to the announcement.

“Our customers have asked for multiple training platforms,” Santivasi said. “In response, we 
are delivering with online opportunities. Our in-person ‘Service Advisor Training with Steve 
Shaw’ and our renowned F&I seminars also add value for our automotive dealer customers.”

DEPT: IN THE INDUSTRY
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INDUSTRY 

TRENDS 
FOR

By: Tariq Kamal

Leaders in the P&A segment put their 
collective brainpower and forecasting 
abilities to the test as they face the most 
pressing questions facing the automotive 
industry and the F&I segment this year. 

The past 12 months have shown few signs of slowing for auto 
dealers or the industry partners who support them. In 2018, 
new-vehicle sales topped the 17 million-unit mark for the fourth 
straight year, joining a long line of positive economic indicators. 
To get a sense of what to expect over the next 12 months, P&A 
reached out to 18 leaders in the providers and administrators 
segment to learn about their plans and predictions for 2019. 

THE ECONOMY

The U.S. economy remains healthy through a protracted boom, 
at least as far as the automotive industry is concerned. New-
vehicle sales closed at 17.33 million units on a strong December 
in 2018, despite the reintroduction of federal interest-rate hikes 
that could threaten affordability and drive more buyers to the 
used-car side, which remains flush with inventory. 

As attorney and compliance expert Jim Ganther noted, the Na-
tional Automobile Dealers Association forecasted sales of 16.7 
million new units in 2018. NADA has predicted 16.8 million new 
vehicles will be sold this year, and Ganther believes they will be 
surprised again. Why? 

“First, the Trump tax cuts will not be repealed, despite some 
rhetoric, suggesting a Congressional effort to do so. The fact is, 
those lower tax rates are putting more money into consumers’ 
pockets while at the same time increasing our total income tax 
revenue. People with more money buy more cars,” said Ganther, 
the president and CEO of Mosaic Compliance Services. “Sec-
ond, the job creation numbers we saw in December surprised 
everybody. That means even more people with more money 
buying more cars — and paying those lower taxes.”

Oil prices are down as well, Ganther pointed out, encouraging 
more customers to opt for larger, less efficient SUVs and trucks. 
However, he warned, consumer confidence could easily be shak-
en by further activity at the Federal Reserve and a recently vola-
tile stock market. 

“I see no reason for the Fed’s recent rate increases. Inflation? 
What inflation? But every increase makes financing a vehicle 
more expensive. That will create a needless drag on demand,” 
Ganther said. “Bottom line: annual sales in 2019 of 17 million-
plus. Unless the Fed screws it up.”

Jim Maxim Jr., president of MaximTrak Technologies and chief 
digital officer for RouteOne, noted the Fed indicated that in-
terest rate increases will “taper off ” this year. He believes such 
restraint will be imperative for sales volume and production, 
which he predicted will be similar to 2018. 

Maxim has been tracking trade negotiations with China and 
the government shutdown, which was more than 30 days old at 
press time, as well as the performance of the stock market. 

“The stock market is key, now that we have had a major rebound 
in early 2019, and if the economy continues to grow, we will have 
a good year,” he said. 

“The economy is very strong and has a positive outlook,” said 
Scott Craigmile, vice president of sales and marketing for South-
westRe. “Many industries are achieving elevated financial results, 
including banking, technology, and my favorite, automotive.”

Craigmile credits tax cuts, cheap gas, and low unemployment as 
the chief contributors to a successful 2018. If the job and stock 
markets remain strong, so will the industry. 

“Consumer spending, which contributes to 70% of the GDP, will 
continue to funnel profit into the automotive industry, indicat-
ing a strong sales forecast and a positive year for the automotive 
industry as a whole,” Craigmile said. 

Glen Tuscan, president of Dealer Commitment Services, pre-
dicted a 5% compression in 2019. He noted that fleet sales and a 
spike in Tesla sales — which delivered more than 180,000 new 
units in 2018 after selling fewer than 50,000 the year before — 
may have artificially inflated last year’s numbers. Tuscan also 
worries slowing interest in some bellwether vehicles could spell 
trouble for sales in general. 

“What concerns me at the early stage of 2019 is the slowing of 
popular models in the SUV segment, such as FCA’s Wranglers 
and other popular models,” Tuscan said. “Affordability due to 
rising interest rates will be a big part of the departure from the 
retail numbers that we have enjoyed the past few years. Rising 
rates will also impact affordability of F&I products.”

To maintain product levels in the business office, agents and 
dealers may need to look at the F&I presentation from a new 
perspective, according to Greg Kasprzycki, COO of PCMI Corp. 

“The younger generation is definitely open to the idea of ex-
tended warranty and ‘worry-free’ ownership of the car. Howev-
er, the selling process will need to change. They will be looking 
for a total monthly payment, which will give them peace of mind 
that will include the mechanical coverage as well as appearance 
protection products,” Kasprzycki said.

“Research shows that F&I is going to be a prime growth area 
in 2019 — if dealerships can adjust to rising interest rates, sell 
more product, and connect with millennial buyers like never be-
fore,” concluded Neil Brennan, vice president of sales and mar-
keting for Vanguard Dealer Services. 

THE INDUSTRY 

Michael Tuno will track a number of trends affecting the auto 
retail and finance industry this year, starting with the effect 
changing consumer tastes will have on dealer inventories and 
factory support. 
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“The trends to be watching are likely to 
be in the areas of how manufacturers deal 
with the shift away from cars to trucks 
and SUVs when the retailers have car in-
ventory sitting on the lots and consum-
ers know that these will 
be obsoleted. The profit 
margins for this segment 
of the industry will likely 
be under extreme pres-
sure for profit margins,” 
said Tuno, the president 
of ARMD Resource Group. 

The U.S.-China “tariff 
wars” also bear close mon-
itoring, as do class-action 
suits against DMS provid-
ers, Tuno added. Specific 
to F&I, growing consumer demand for a 
transparent, technology-driven experi-
ence will in turn increase demand among 
agents and dealers for advanced compli-
ance technology. 

“There will likely be an increasing re-
quirement for the F&I distribution sys-
tem to deliver products to the retailer 
that bring compliance resources and so-
lutions to the table. This added require-
ment is likely to be central for the entire 
distribution system to remain viable in 
the industry,” Tuno said. “This compli-
ance solution may be supported by the 
administration side of the industry, as 
the legal system is sure to drag them into 
the compliance world, either willingly or 
unwillingly.” 

“The F&I industry in the U.S. will con-
tinue to move forward, making the F&I 
process more consumer-driven. How 
that plays out towards the traditional 
F&I process is still is in question,” said 
Brian Reed, president of F&I Express 
and Intersection Technologies Inc. (div. 
Cox Automotive). “One thing I feel is for 
certain is F&I will remain a key compo-
nent of dealer profitability. Consumers 
want transparency. Dealers who have 
consumer-driven processes will continue 
to be successful, while dealers who rely 
on smoke and mirrors will have a much 
tougher time and ultimately will be not in 
the consumer’s consideration set.”

SouthwestRe’s Craigmile pointed to con-
solidation as an ongoing trend affecting 
multiple industry segments, led by many 
of the nation’s largest retailers. 

“We’ve seen publicly traded companies 
like AutoNation, the Asbury Automotive 
Group, and Berkshire Hathaway Automo-
tive acquire many companies over the 
past few years, and there are also larger 
private groups gaining acquisitions. It’s 
not unusual for dealers who only owned 
two stores just five years ago to now own 
12 to 15 stores,” Craigmile said, noting 
that his company was acquired by iA Fi-
nancial Group in January 2018, and four 
months later, the Minneapolis-based Au-
tomotive Development Group was pur-
chased by Brown & Brown. “It’s a trend 
affecting every aspect of the business, 
and I expect it to remain a game-changer 
throughout 2019.” 

Asked which trends he would be watch-
ing in 2019, John Braganini, principal of 
Great Lakes Companies, offered “Contin-
ued consolidation at the dealership, prod-
uct provider, and insurance carrier level. 
Improved customer service at all levels, 
stemming from continued advances in 
technology performance. Reduced profit 
margins in all channels driving value to 
the user.”

Mickey Quinn, general manager of Van-
guard Dealer Services, also listed con-
solidation as a top-of-mind trend. He also 
predicted further advancements in the 
pursuit of a fully online transaction. 

“As the digital arm of the industry contin-
ues to  grow, the customer will continue 
to have more control of the deal pro-
cess while sitting on their sofa at home,” 
Quinn said. 

Returning to instore pro-
cesses, compliance expert 
Gil Van Over warned that 
a downturn in sales can 
sometimes cause dealer-
ship personnel to cut cor-
ners. 

“Some managers who have 
been compliant in their 
sales and F&I processes 
start taking compliance 
shortcuts or return to 

kinky deceptive practices,” said Van Over, 
who serves as executive director of Auto-
motive Compliance Education (ACE). 
“If the industry does face a slowdown 
as some predict, I fear that the gains we 
have made in the compliance arena will 
also backslide.”

Line\5 CEO Justin Lane said he will be 
monitoring interest rates, sales reports, 
and new rules and regulations through-
out 2019. “But one thing we’ll definitely 
be keeping a close watch on is the trend 
of vendor integration, especially as it per-
tains to dealership management. That 
could prove to be very beneficial for both 
F&I and the dealerships,” he added. 

“I will be watching all of the new players 
in the technology space,” said Joel Kan-
sanback, executive vice president of ADG/
Brown & Brown Dealer Services. “Digital 
retailing is a reality. There will be winners 
and losers in the race to meet customer 
demand for speed and transparency in 
every part of the car-buying process.”

MaximTrak’s Maxim said adoption of 
digital retail by new-car buyers could fi-
nally begin to accelerate in 2019. He also 
suggested industry members keep a close 
eye on fintech providers, not all of which 
are likely to survive an increasingly fierce 
competition. 

“We will see who has the funding and for-
titude to hang on — especially given that 
digital retail is not taking hold in terms of 
real deal volume yet. There is a lot to still 
be proven out and whether the econom-
ic model will gain traction and whether 
their innovations are profitable,” Maxim 
said. “An interesting trend to watch is 
that fintechs are now starting to devolve; 
in other words, fintechs are starting to 
engineer what was meant to be online 
and consumer-driven into dealer systems 
and tools for the showroom. This means 
that the harsh realities of the new-car 
dealer franchise model has started to hit 
home with a few starry-eyed startups.”

F&I PRODUCTS 

For 2019, Line\5’s Lane predicted an up-
tick in F&I products designed to enhance 
“convenience” for the customer. “Things 
like windshield protection, dent-and-ding 
protection, and  roadside assistance are 
all offerings that help make a driver’s life 
easier. In the event that something goes 
wrong with their vehicle, people want a 
solution that is both conve-
nient and affordable. 

“F&I is unique in that it’s 
able to offer both of these,” 
Lane added. 

“If, as everyone seems to 
agree, customer conve-
nience and experience are 
going to become increasing-
ly important, then F&I product providers 
will increasingly tailor their products to-
wards convenience and a better customer 
experience,” said Kumar Kathinokkula, 
COO of F&I Administration Solutions 
LLC. “This will likely lead to fewer prod-
ucts with more comprehensive coverage 
such as complete protection packages 
that include tire-and-wheel, appearance 
protection, and service contracts, that 
are offered as subscription services with 
perhaps even the ability to add or remove 
coverage on a monthly basis. There is still 
the thicket of pesky state legislation that 
might make this a complicated process to 
structure, but providers are already figur-
ing out ways to do so effectively.”

“I believe any product that keeps the con-
sumer ‘dependent’ on our dealers will be 
a large focus for 2019,” said Tuscan of 
Dealer Commitment Services.  “Planned 
maintenance  products provide the most 
immediate benefit for the consumer and 
our dealers while creating  dependency 
throughout their customers’ ownership 
experience.”

Tuscan also believes bundled products 
for lease deals will provide value for cus-
tomers and high penetration rates for 
dealers in 2019. Lee Bowron, a partner 
with John Kerper in the actuarial firm of 
Kerper and Bowron, anticipates increased 
adoption of “embedded” products pur-
chased by dealers and provided to every 
customer. 

Vanguard’s Quinn noted that sales of 
lease products could benefit from ongo-
ing OEM initiatives to get lease custom-
ers back in the store before their term ex-
pires. “Pull-ahead programs will be very 
prevalent, which is a mirror of the factory 
program that was very successful when it 
was first introduced.”

Bowron noted that the proliferation of 
“choose-your-warranty” options offered 
by factories — exemplified by General 
Motors 2018 introduction of an “ex-
tended bumper-to-bumper warranty” — 
could hurt sales of aftermarket service 
contracts. 

Vehicle appearance protection and all 
ancillary coverages will prove popular in 
2019, said Braganini of Great Lakes Com-
panies. 

“The cost of repairing wheels, replacing 
key fobs, dents, and windshields continue 
to skyrocket. Add the cost of repairing 
interior and exterior environmental and 
lifestyle damage and you have a fertile op-
portunity for sales,” Braganini said. 

Finally, “I’m expecting that GAP will see 
declines,” said ADG/Brown & Brown’s 
Kansanback. “With rising pricing, high 
chargebacks, and little-to-no underwrit-
ing profit, it’s likely that many dealers 
will begin to put more focus on tire-and-
wheel and combo products. They repre-
sent a tremendous value to the consumer 
and should move up on the menu for 
greater penetrations.”

F&I TECHNOLOGY 

F&I Admin’s Kathinokkula believes that 
the predicted consumer buying shift to a 
wholly online car buying experience has 
encountered the wall of reality: A major 
purchase such as a car is hard to shift 
completely online. 

“Case in point: There was a lot of hype 
about physical mattress stores dying be-
cause of the launch of online-only sales 
models. The tables have truly turned with 
nearly all online mattress retailers now 
launching physical stores. If most cus-
tomers can’t even be persuaded to buy 

a mattress online, how can 
we expect cars to be bought 
fully online?” Kathinokkula 
asked. “Another example 
is that of Amazon opening 
book stores. The technol-
ogy shift is in providing 
a seamless customer ex-
perience between online 
and the showroom. Dealers 
and technology providers 

who enable that seamless experience will 
see a lot of success in 2019 and beyond. 
Technology that enables F&I providers 
and dealers to provide such an experience 
— not just in upfront selling, but also in 
post-sale relationship management — 
will see a big uptick.”

Braganini said electronic rating, con-
tracting, and remittance will separate the 
players from the pretenders in the race 
to F&I profitability. “Paper checks will be 
replaced with ACH and the claim process 
will move to a mobile app. Providers that 
can deliver in all areas will continue to in-
crease market share.”

Dealers who have consumer-driven 
processes will continue to be  

successful, while dealers who rely on 
smoke and mirrors will have a much 

tougher time and ultimately will be not 
in the consumer’s consideration set.

If the industry does face a slowdown 
as some predict, I fear that the gains 

we have made in the compliance  
arena will also backslide.
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“2019 will take off where 
2018 left us, with lots of 
dealers trying to under-
stand what exactly digital 
retailing means and how 
to provide the consumer 
a better online experience 
prior to going into the deal-
ership,” said F&I Express’ 
Reed, who sees reduced customer wait 
times as a key benefit. “The online expe-
rience will include sale and presentation 
of F&I products, with the sale happening 
at the dealership.”

For all the advances in digital retail and 
finance, car buyers may not be as eager to 
leave the dealership as some may think. 
Cox Automotive’s latest study of car buy-
ers, released in early 2018, found only 11% 
of respondents wanted to take delivery 
and sign their paperwork remotely. 

“Everyone wants a frictionless transac-
tion process and to be able to provide a 
track for consumers to run on when buy-
ing their car, but the realities are mixed. 
The bottom line is that consumers are 
not comfortable yet and they still want a 
tangible touch on the vehicle,” said Max-
im, adding that the human touch remains 
an “essential” part of the transaction. 
For that reason, among others, “Dealers 
will remain strong, and there are a lot 
of opportunities to enhance the experi-
ence and build technology that will serve 
people seamlessly inside and outside the 
dealership.” 

Maxim described the ongoing advance-
ment and integration of a wide array of 
dealership systems as “building an eco-
system.” ACE’s Van Over has taken notice 
as well, and he believes a more fully real-
ized ecosystem could pay dividends dur-
ing the next downturn. 

“Digital solutions have so many benefits 
that a growing number of dealers and 
managers are discovering,” Van Over 
said. “Since efficiency is one of the ben-
efits, if sales slow down, dealers should 
look at digital solutions to save money.”
Mosaic’s Ganther noted that service con-
tracts, like any other financial commod-
ity, are distinguished by price and face 
inherent downward pressure. 

“Technology can change all this. If a ser-
vice contract is unique because of tech-
nology that supports it or connects it to 
consumers, it ceases to be a commodity 
at all. If you want it, you can only get it 
from the technology’s owner. This sup-
ports higher margins,” Ganther said, us-
ing EasyCare’s SAVY, a mobile app-based 
suite of dealer- and customer-facing solu-
tions, as an example. “Will SAVY take off? 
It’s too early to tell. But if I were in the F&I 
product business, rather than just watch-
ing from the press box, I’d keep an eye on 
its fortunes. It could be the first ‘cyborg’ 
F&I product, and a game-changer.”

Kasprzycki noted that, to drive progress 
forward, “Administration systems need 
to be able to support all parties and give 
them real-time access to the information, 
via computer and, of course, mobile de-
vices.” Kerper and Bowron’s John Kerper 
agreed that more of the F&I process will 
take place online in 2019, adding that, 
“For dealer reinsurance, we see interest 
in ‘onshore’ domiciles replacing offshore 
domiciles.” 

ARMD’s Tuno said that he will keep an 
eye out for solutions that introduce car 
buyers to F&I earlier in the sales process. 
“‘Earlier’ may mean changing when F&I 
is introduced to the consumer during the 
sales process and how it is introduced. I 
call this a shift from a linear process to 
a concurrent process. This will likely be 
one area to observe in 2019 in addressing 
the trend in F&I, whether through the use 
of technology or not.”

“Dealerships need to adapt to these 
changes  or risk falling behind,” Lane 
said. “It’s very important for the finance 
division and dealership division to be in 
sync to exceed profit goals and lead to 
more satisfied customers.”

Those that fail to keep up 
will face a competitive dis-
advantage, Kansanback said, 
and the days of springing 
F&I on customers only after 
they’ve picked their vehicle 
are numbered. 

“I believe a few years from 
now, we will look back at how we handle 
that information today, and we will be 
stunned,” he said. “Penetrations will be im-
pacted, so we are going to have to be smart 
and strategic every step of the way.”

RULES AND  
REGULATIONS

The Trump administration has brought 
some relief to the heavily regulated au-
tomotive industry, including a restruc-
turing of the federal Consumer Financial 
Protection Bureau. But our experts urged 
caution. Attorney and accountant David 
Kaseff pointed to reinsurance as one seg-
ment that will continue to face adjust-
ments following the passage of President 
Donald Trump’s signature tax reform leg-
islation. 

“The major changes in tax law are affect-
ing the F&I space and reinsurance and 
will continue to have an impact — es-
pecially when it comes to the structures 
and participation of dealers in their F&I 
programs. It’s important for dealers to 
understand how the changes to the in-
ternational rules relating to tax deferral 
will affect them not only in 2019 but be-
yond as well,” Kaseff said. “As the IRS and 
Treasury issue more guidance, the land-
scape will continue to change.”

Tuno said a Democrat-led House of Rep-
resentatives will make the regulatory 
landscape more challenging in 2019, as 
will increased activity among state regu-
lators and class-action attorneys. A na-
tional law to follow the European Union’s 
General Data Protection Rule and stricter 
Unfair, Deceptive, or Abusive Acts and 
Practices standards could also be on the 
horizon. 

“The need for transparency and accuracy 
in the industry will be critical to avoiding 
this legal issue,” Tuno warned. 

“One regulation I’d like to see disappear 
is the Department of Defense’s ‘reinter-
pretation’ of the Military Lending Act. 
It restricts military personnel and their 
dependents from a valuable service for 
no discernable upside,” Ganther said. 
“How many military families lost their 
cars to Hurricane Michael last October? 
How many were in a negative equity po-
sition? Given its unholy genesis and ef-
fect, I remain guardedly optimistic that 
this travesty will be repealed. It’s just 
that there are so many bigger fish to fry 
in D.C. this year!”

Van Over also would like the see the MLA 
reinterpretation rescinded. He doesn’t 
see any additional regulations on the ho-
rizon; however, “I do fear that the Federa-
les will step up their enforcement actions 
against dealers for bank fraud, mislead-
ing advertising, and payment packing. I 
also see the finance sources continue to 
aggressively file litigation against 
dealers for violating the terms of 
the dealer-lender agreement.”

Excluding the change to MLA rules, 
Tuscan said, the past few years have 
provided a “silent period” among 
regulators, and the industry has 
regulated itself “remarkably well.” 

“The political landscape has 
changed for 2019, and I believe 
that we will see an uptick in lend-
ing institution  regulation due to 
the bad acts of a few that will have an 
overall impact on regulation in lending,” 
Tuscan added. “The CFPB seems to be 
more consumed with whether or not they 
should change the name of the institu-
tion than imposing their own  disparate 
impact claims.”

Reed noted that, in his home state of Tex-
as, an Austin regulator has stepped up to 
enforce jurisdiction over the same finance 
companies once strictly regulated by the 
CFPB. “Over the past year, auto finance 
companies governed by the Texas Office 
of Consumer Credit Commissioner have 
seen a significant level of additional over-

sight related to the sale and cancelation 
of GAP and other credit products.” 

“The current administration has less of 
an appetite to go after dealers, and so law-
suits have subsided,” Maxim said. “But 
we know that similar restrictions could 
be imposed on F&I products, regulating 
margins on profits on products. It has not 
happened yet, but that could change.”

“We do not see any major changes com-
ing from the trends we are looking at, but 
it is still a very difficult landscape to navi-
gate,” Quinn said. 

THE SUBSCRIPTION  
ECONOMY 

As a primary mode of transportation, 
subscription services still represent only 
a fraction of the potential car-buying 
public. But their influence should not be 
underestimated, Lane said, who urged in-
dustry members to “stay tuned.”

“To a certain extent, the subscription 
economy has put the F&I industry on 
notice,” Lane said. “That is, there’s a 
need for new, innovative offerings or else 
trending new models of vehicle owner-
ship could cause F&I departments some 
headaches. … We see this as an ongoing 
challenge — yet a big opportunity — for 
F&I departments moving forward.”

Kathinokkula noted that autonomous ve-
hicles, increasing adoption of rideshare 
operators, and the subscription economy 
are converging with several manufactur-
ers offering subscription services. 

“While most of these services are still 
confined to premium brands and price 
points, the momentum is towards more 
of these services launching in the next 
few months. Inevitably, F&I products 
must also become subscription products. 
F&I product providers who tailor their 
offerings to be subscription products are 
going to see a competitive advantage. We 
will see more of these products offered 
as subscription products in 2019,” Kathi-
nokkula said.

Maxim noted that, as companies such as 
Fair and Flexdrive gain experience while 
fighting for market share, OEMs appear 
to be pulling back. But whatever the 
source, the P&A segment will be affected. 

“Subscription models also threaten to 
displace the F&I product business, un-
less you are providing to the subscription 
companies. With coverage fully baked 
into the payment, customers will pay a 
premium so they don’t have to worry 
about aggravation of maintenance, break-
downs, wear and tear, or insurance,” 

Maxim said. 

Reed agreed, noting that, “As sub-
scription services grow, it will have 
an impact on the traditional F&I 
process. Many of the companies 
that are offering the subscription 
service will buy their products di-
rect from the administrator, by-
passing the dealership, as with 
Fair.”

Vehicle subscriptions are “not own-
ership plans,” Craigmile stressed, 

but more akin to a short-term lease. In 
2018, Cadillac closed its “Book” program 
(purportedly for retooling) and “Care by 
Volvo” was labeled a payment-packing 
and unfair-competition scheme by the 
California New Car Dealers Association. 
He believes subscriptions will gain more 
traction when dealers begin to participate 
in force. 

“However, the impact on F&I profitability 
will be severe,” Craigmile said. “Monthly 
product subscriptions will provide high 
acceptance rates but will fall short of the 
revenue recognized by F&I departments 
currently.

When trying to predict the behavior  
of the automotive industry, the real 

challenge is in the ‘wild cards.’

I think the consumer buying  
process will remain the  
continued focus and the  
area where we will see  

the most changes,  
especially in technology.
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Braganini said it’s “too early to tell” what 
impact subscription services will ulti-
mately have, “but the trend is coming 
for sure. … Ridesharing will continue to 
replace vehicle ownership and alternate 
methods of transportation will begin to 
take shape.”

“We believe the subscription economy 
will have little impact in 2019, and as the 
trends show, it could start to have influ-
ence in the coming years,” Brennan said. 
“I see product development administra-
tors getting more aggressive in address-
ing this change in the market,” Craigmile 
said. “Credit unions, direct lenders, call 
centers, and dealerships would all benefit 
from long-term profit opportunities and 
greater customer relations provided by 
the subscription model.”

Craigmile noted that the underwriting 
piece is “still complicated” but will be-
come easier to structure in time. Kerper 
said the industry may have to break its 
addiction to single-premium products to 
make that happen. “There seems to be a 
lack of suitable products for customers 
that aren’t financing, so development of 
these products will expand.”

Kansanback offered a different prospec-
tive, challenging the industry to see the 
subscription model as a new revenue 
source. 

“One of the dealership’s biggest challeng-
es is retaining customers for their service 
departments. I absolutely believe there is 
a market for a flat monthly fee program 
that entitles the customer to all the key 
services they’d like from the dealership,” 
Kansanback said. “Why couldn’t we have 
$19, $29, and $39/month packages that 
have a variety of services included?”

BOLD PREDICTIONS

Ganther noted that, when trying to pre-
dict the behavior of the automotive in-
dustry, the real challenge is in the “wild 
cards”: What unforeseen forces could 
materialize to disrupt or derail auto sales 
or finance in 2019? Will President Trump 
exert more control (or complete control) 
over the Federal Reserve, a “messy” pros-

pect, in Ganther’s words? Is impeach-
ment a realistic possibility, and what ef-
fect might that have on the economy? 

“House Democrats have vowed to im-
peach President Trump, but the odds of 
their getting a two-thirds vote of a Re-
publican-controlled Senate are zero. Re-
ality notwithstanding, an impeachment 
process will grind D.C. to a halt for the 
duration,” Ganther said. “By itself, an 
impeachment effort shouldn’t be a drag 
on the economy. Other pending investi-
gations, however, might be. What if Spy-
gate generates high-level indictments? Or 
Uranium One? Or Hillary’s emails? Or 
Benghazi? Or all of the above? The fallout 
could impact the economy in unforesee-
able ways, none of them good.

“Again, I’m not saying any of this will 
come to pass,” Ganther added. “But the 
best way to win March Madness is to 
predict the upsets. Remember what hap-
pened last year when No. 1 seed Virginia 
met UMBC in the first round? So predict-
ing that politics will negatively impact 
the economy and with it the retail auto-
mobile segment is my long-shot pick.”

Van Over predicted that, if sales slip in 
2019, “the efficient, process-driven, com-
pliance-focused dealers will be better-po-
sitioned to continue to be profitable with 
a lesser number of vehicles out the door.” 
Brennan said dealers will push back 
against the “strong arm” of the factory, 
noting that “The manufacturer partici-
pation programs are designed to make 
the manufacturer the lion’s share of the 
money.”

“I think the consumer buying process will 
remain the continued focus and the area 
where we will see the most changes, espe-
cially in technology, said Craigmile, who 
believes the industry is a “long, long way” 
from a shared goal of delivering a sold 
vehicle within an hour. “Many changes 
being made in F&I and in the dealerships 
are to address that challenge and to get 
more and more of the process done on-
line ahead of time, or to make better use 
of the customer’s time while they are 
physically in the dealership waiting to go 
into the F&I office. 

“That brings us to the subtopic of how we 
profitably sell F&I products online and do 
it consistently,” Craigmile added. “We’re 
getting there.”

Kathinokkula predicted that 2019 will see 
more dealers take the steps toward ulti-
mately becoming fleet operators. 

“They no longer want to sell vehicles. 
They will allow consumers to subscribe 
to worry-free subscription vehicle experi-
ences,” he said. “Inevitably, there will be 
winners and losers, but we will definitely 
see a winning formula take shape by the 
end of the year. Menu selling will start to 
become obsolete as we know it, because 
the focus will shift to offering just enough 
products to the customer from the start 
of their online journey and end with the 
actual purchase at the dealership. 

“To be clear, this will actually empower 
the new generation of F&I managers, not 
— as some would fear or predict — re-
move them from the equation,” Kathi-
nokkula added. 

Nagelvoort predicted increasingly high 
expectations for accessing and process-
ing agreements in real time. “This in-
cludes agent commissions,  consumers 
wanting streamlined processes, and deal-
ers requiring real-time reporting. There 
are more products to manage and bun-
dles are expected. People want to access 
this at home or on their phones in addi-
tion to the computer at their office. With 
over 250 million registered vehicles in the 
United States, we see a lot of opportunity 
as long you have the right technology.”

“The longer-term trends are away from 
retail and towards online, towards elec-
tric, towards autonomous vehicles, and 
towards less ownership,” Bowron said. 
“While it is doubtful any of these will 
be significant in 2018, strategic thinkers 
need to be considering the long-term im-
pact of these shifts on the F&I market.”

In conclusion, Quinn said, “F&I is  
tantamount to a dealership’s success and 
profitability. If F&I is not performing 
at a very high level, every other depart-
ment in the entire dealership is adversely  
affected.”
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Providers and administrators who are 
stubbornly resistant to new technology 
and processes will fall behind those 
who acknowledge their appeal to 
an increasingly mobile end user. 

The inception of digital retailing has changed the face of con-
sumer purchasing. Amazon’s hyper growth has put many brick-
and-mortar retailers out of business, and now automotive new-
comers are pursuing the entire new-car purchase online. 

Tech like Apple CarPlay and lane-keeping assistance not only in-
fluence how I think about my next vehicle purchase but are also 
gaining driver trust like a gateway drug, drawing us into accep-
tance of autonomous car tech, validating the $1 billion bet Uber 
waged. As if that’s not enough, future generations are more 
interested in the convenience of a particular vehicle than they 
are in ownership, propelling the subscription services trend and 
taking a segment away from new auto sales. Is your playbook 
ready for this critical playoff round?

The Digital Retail Game

Walmart has managed to thrive even while retailers like PAC-
SUN, RadioShack, JCPenney and Toys R Us have tanked in the 
wake of the online retail surge. In fact, in Q4 of 2018, the giant 
retailer reported that in U.S. stores open for at least a year, sales 
rose 4.5%. This is the highest growth Walmart has seen in a de-
cade. Despite the threat of people staying home and ordering 
their stuff online — probably from Amazon — Walmart says it 
recorded more shoppers going to its stores and spending more 
per trip than in previous quarters. 

So how did they do it? They listened to consumers and made 
the necessary changes to deliver what they asked for instead of 
arguing the current retail model was sufficient. The company 
not only invested to expand its grocery delivery service to cover 
40% of the U.S. population but updated their ecommerce sales 
approach based on customer feedback. The result was an over 
40% increase in sales in the first three months it came online. 
Bottom line: They listened and adapted.

So how do we copy this resilient example in automotive? Use 
that same playbook and listen. According to Capgemini’s annu-
al Cars Online study, 35% of consumers in 2015 followed by 42% 

in 2017, said if it were possible, they were “likely” or “very likely” 
to buy a car entirely online. By 2018 that number had grown to 60% 
based on Deloitte’s latest global automotive consumer study. Car 
companies like Tesla and Genesis Motors Canada have already cre-
ated the technology pathway for the online purchase process, but 
is that all it takes? No, not at all. 

There’s a balance we’ve got to provide between the virtual and the 
physical. Purchasing a vehicle, like many things, is such a personal-
ized decision. How do we “try things on” online? 

According to a 2017 study by Capgemini, 71% of car buyers still 
want to take a test drive and see the car in real life. Digital retailing 
is about far more than just ecommerce, and simply adding a “buy 
now” button to your website is not a solution that will succeed. 

According to the  Bain Global’s 2017 Automotive Consumer Sur-
vey, the average car shopper will switch between online and offline 
channels four times before buying. This means solutions that don’t 
seamlessly connect the consumer’s online experience with their 
instore journey are not following the winning playbook. Keeping 
in mind the “why” factor is critical when drafting your new plan. 

You can probably guess why consumers don’t enjoy their instore 
vehicle purchase, but data from aforementioned Deloitte study 
tells us the aspects they dislike the most are that it requires too 
much paperwork, it takes too long, and they don’t like price hag-
gling. Essentially, the statistics point to evidence that consumers 
consider a car purchase a major investment. And yet they still want 
the ease of process and lack of negotiation afforded by the existing 
online retail model.

So what does the winning play look like?

It’s available. Digital retailing happens 24/7. Implement 
technology solutions based on proven infrastructure, be-
cause you can’t afford to be “down” in a digital world. 

It’s thorough. A “buy now” button is not enough. We have 
to both provide reliable payment estimates and incorpo-
rate F&I product offerings to further facilitate the paperless 
transaction. 

It’s transparent. Today’s consumers demand online access 
to information to truly educate themselves on available op-
tions and also seek out reviews and feedback from other 
buyers. 

It’s frictionless. Shift waiting time to the couch at home. 
Don’t you love that you can register online to go to your lo-
cal doctor and get to wait at home, rather than in a tiny lobby 
full of sick people for hours? 

It’s seamless. It incorporates an omnichannel ap-
proach with both technology and people processes, 
incorporating both the online and offline experi-
ence. In other words, care enough to keep track of 
data the customer has already given you, where 
they were in the process and who they were 
talking to last time they interacted with you. 
In short, the winning play decreases the most 
painful aspects of the customer experience. 

NO HUMAN NECESSARY: 
Emerging Tech and Impactful Trends

SHIFTING 
PERCEPTIONS

On Feb. 7, 2018, Forbes published Ford 
Explores Alternatives to Car Owner-

ship with Canvas Vehicle Subscription, 
followed by Your Next Car Could be a 

Flexible Subscription Model on July 30, 
2018. In September, they highlighted 

the transition from only high-end 
brands to a wide variety of dealerships 

in “Are Subscriptions the Prescription 
to Cure Sagging Car Sales?” Then a 

prediction that the subscription model 
is something every business should be 

looking at: “Is a Subscription Model in 
Your Company’s Future? It Had Better 

Be!” (Nov. 25, 2018). Then, boom: a dec-
laration that Vehicle Subscription Ser-
vices Doomed to Fail!  (Nov. 26, 2018). 
Finally, another change of heart with 

this one: “Want a Tesla Model S But Not 
Sure You Can Afford It? Just Subscribe 

for 3 Months.” (Dec. 23, 2018). 

@
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The Digital Driver Influence

I love that, as soon as I plug my phone into my car and Ap-
ple CarPlay connects, it tells me the best route to the of-
fice and how long it will take. I love it so much that there 
was this absolutely gorgeous dream car we were consider-
ing, and despite the stunning design and performance, I 
walked away from it because it didn’t offer Apple CarPlay. 

But digital driver tech goes way beyond the Android or 
Apple CarPlay experience. In fact, when you pause to 
consider where it’s headed (the driverless car), it may be 
a little scary. We’re being lulled into liking and trusting 
it, in its infancy, by things like semiautonomous driving 
and parking technology. 

Investors already believe in the autonomous car future 
to the tune of close to $100 billion in venture dollars, in 
the field, since 2015. And it’s not just Wall Street. Toyota 
invested $500 million in Uber to fund a partnership set 
to deliver self-driving cars by 2021. Forbes predicted 10 
million self-driving cars on U.S. roads by 2020 and the 
directors of Loup Ventures have stated that, “By 2040, 
we expect that over 90% of all vehicles sold will be ‘high-
ly’ and ‘fully’ autonomous systems.” Top off this self-
driving concept with the Uber/Lyft phenomenon and we 
are left with a new dynamic that should not be ignored. 

Subscription Deal  
of the Week

Observers of the U.S. economic engine oscillate between 
describing auto subscription services as “It’s a big deal!” 
and “It’ll never work!” (Check out the interesting pro-
gression of headlines from Forbes on page 15.) My daugh-
ter and her husband — along with many other young 

people I know — use subscription services for everything 
from TV and music to clothes and food. They are com-
fortable with this concept and are driving much of the 
demand for subscription automotive services. In fact, I 
recently cooked my first meal from a meal subscription 
service, and I loved the convenience, the quality, and the 
fun of actually making something whose name sounded 
hard but ended up being really simple! 

If you think the vehicle subscription service adoption 
curve may take a while, ponder this: When was the last 
time you bought a CD? How many in that industry didn’t 
see (or worse, respect) the coming of digital music ser-
vices like Pandora? 

I love this quote from Don Flow, CEO of Flow Automo-
tive, a North Carolina dealership group: “I can’t predict 
what the next 50 years is going to look like, but I can 
predict it’s not going to look like the past has looked. If 
that’s the case, we’ve got to open our minds to a lot of 
different possibilities.” He had just started a subscrip-
tion car service called Drive Flow. 

Back to Reality

Ultimately, we all want businesses that flourish, no 
matter the winds of change. And in most scenarios, 
nurturing a returning customer base can exponentially 
outweigh a brand-new customer base. So how does this 
new digital retailing twist on automotive sales impact 
customer loyalty? 

Funny, but that part hasn’t really changed at all. In 
“The Future of Auto Retailing,” Deloitte analysts 
shared their research revealing that Generation Y car 
buyers “value customer experience three times as 
much as vehicle design.” 

The bottom line is that customers come 
back to the places where they have had great 
experiences, whether those places are in the 
virtual/digital retail world or the hands-on 
world, like spa services. So far, I’ve had great 
experiences with Amazon, so I keep using 
them. I’ve had great experiences at my local 
grocery store too (they helped us build our 
Christmas meal baskets for everyone on the 
StoneEagle team) and so even though I love 
the Amazon experience and my new Sun 
Basket meal subscription, I still go down to 
Market Street for most of my groceries. 

So, while some observe all the dynamics of 
digital retail (autonomous driving tech, sub-
scription services etc.), and basically say, 
“It’s the end of the world as we know it,” I 
believe our buyer is simply changing. 

CINDY ALLEN IS THE CEO OF STONEEAGLE INC. 
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October’s P&A Leadership Summit included 
“The Inside Scoop,” a panel session staffed 
by leading executives and focused on the 
future of protection products — including 
how, where, and when they are sold. 

At the 2018 P&A Leadership Summit, held Oct. 9–10 in Orlando, 
Fla., a panel of experts convened to offer “The Inside Scoop” 
on the opportunities and challenges they faced throughout the 
year. Moderator Kristen Gruber, president of Dealers Assurance 
Company, was joined by Arden Hetland, president of American 
Financial & Automotive Services, Dave Duncan, president of 
Safe-Guard Products International, and Stan Starnes, COO of 
Nobilis Group.

The Elephant in the Room

The first and most pressing topic the panel tackled was GAP. 
The product has been part of at least one PALS discussion panel 
for three years in a row, and for good reason: Mounting losses 
are threatening the viability of a critical F&I product type. 

Hetland said the string of natural disasters that hit the U.S. in 
the 12 months leading up to the event had presented yet an-
other threat to GAP. If the industry is going to continue to sell 
it, he said, it has to figure out how to protect insurers. “We think 
there’s a very good opportunity to rate GAP basically the way 
you rate a service contract to control some of those losses.”

Duncan noted that, despite the challenges, Safe-Guard’s GAP 
penetration rates have never been higher. “If you go against all 
care delivered, it’s 30% to 40%. If you go against finance deals, 
it’s better than 50%, and in some stores, it could be as high as 
70% to 75% of true retail finance deals.”

He added that his company is seeing a higher percentage of col-
lisions that result in a total loss. In his experience, four out of 
every seven collisions now results in a replacement vehicle; in 
the past, two out of seven was the standard. And when advanced 
systems are present, even if it’s not a total loss, the cost to re-
pair is greatly enhanced. 

“The insurance companies have gotten very savvy at undercut-
ting the claims for the customer, which drives up the severity 
for the GAP company, especially when they know GAP is on the 
loan,” Duncan said. “Typically, the first question they ask a cus-
tomer is, ‘Hey, did you buy GAP?’ ‘Yes, I did.’ And I think it puts 
something in motion on the insurance company side to lower 
that appraisal.”

The Evolving Retail Experience

The next topic the panel addressed was the digital marketplace. 
Gruber said the topic is starting to get a lot more airtime among 
providers as digital sales and F&I platforms proliferate. The 
panel agreed, predicting less of a tidal wave and more of a grad-
ual evolution. By some estimates, as few as 1% of new-vehicle 
deals will be fully completed online this year. 

But as Duncan pointed out, next year, that number could dou-
ble, to 2%, then double again to 4% the following year. 

“If we don’t pay attention to it, when we put our head in the sand 
— and I’m talking about your dealers as well — they’re going to 
wake up one day and it’s going to be 10% or 20% of the deliver-
ies and they’re going to be behind the eight ball,” Duncan said.

Starnes told the story of his 77-year-old father-in-law, a re-
tired finance professor, who resolved to buy a vehicle online. 
He found the car he wanted and had Starnes call the dealership 
to negotiate the deal. The car was then delivered to his house. 
Starnes was impressed, having witnessed firsthand earlier at-
tempts at digital sales that failed to deliver a fluid online-to-
instore experience. 

“I think our job is to look at it as someone who is used to staring 
at a screen. They’re living in that world. How do you translate 
that experience when they step onto a car lot and who they run 
into? It’s our job to help manage that,” Starnes said.

Hetland noted that digital retail, for better or worse, is here to 
stay, and that it will likely only get more aggressive. He said that 
younger car buyers, in particular, want to go online, push a few 
buttons, and have a car delivered to them. Incorporating F&I 
into that process through training will be a critical step 
to success as the platform continues to grow.

What role will the F&I professionals 
today play in the auto finance world 
of the future? The panel agreed the 
advent of a dedicated “virtual” F&I 
manager — who works offsite 
and can connect 
with custom-
ers who are 
purchasing  
 

through unconventional channels — is very nearly a sure bet. 
Dealers just have to figure out how to ensure transparency and 
properly compensate finance personnel. 

Hetland predicted that, in stores that get it right, transparency 
could even be enhanced. 

We think there’s a very good  
opportunity to rate GAP basically 

the way you rate a service contract 
to control some of those losses.

“I do think that as a whole — especially for dealerships with 
underperforming F&I departments — their penetrations will go 
up with digital retailing,” he said. “Consumers will know what 
they want, what they need. And if the information is out there 
for them to understand what is open for them to buy, they’re 
going to buy without the pressure.”

The Bigger Tech Picture

Digital retail sales and virtual F&I managers aren’t the only tech-
nology changes impacting the industry. Starnes said he feels the 
pressure to make Nobilis’ platform more efficient, faster, accu-
rate, and automated. He noted that his company had the choice 
between building a custom solution or taking a pre-existing op-
tion and adapting it to fit their needs. 

“We chose the build,” he said. “I don’t know if that was the right 
idea. I mean, we’re getting closer to the right idea, but it’s been 
a long road. It’s a long and winding road.”

Part of the issue is coordinating the pieces that are being de-
veloped in different parts around the world. It may be difficult 
to effectively communicate with far-flung contractors and field 
staff about how the system works, what the products are, and 
how to sell them. Add to that the complexity of ensuring the 

right rates are available at the right time. 

From Industry
 Leaders

STRAIGHT TALK

By: Tariq Kamal
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Duncan put forth the example of econtracting, a practical pro-
cess but one that can breed complications and frustration for 
dealers who are partnered with multiple providers and lead 
sources. He noted that Safe-Guard has a dedicated team of ex-
perts who are sent to dealerships to address this very problem, 
helping them find the most efficient ways to streamline the pro-
cess and keep it as simple as possible. 

For dealerships with  
underperforming  

F&I departments, their  
penetrations will go up  
with digital retailing.

“Basically, it’s like being in this big old room, and there’s eight 
doors, and we don’t know whether that customer’s coming in 
through Autotrader — who by the way is going to have a ‘Click 
to Buy’ button,” Duncan said. “Or they’re coming in through 
the dealer website over there and they got Roadster and they’re 
going to click to buy, or they’re coming in through the Ford con-
figurator and, oh, by the way, they’ve got a click-to-buy button 
over there, or they’re coming in through TrueCar or KBB or Ed-
munds, and they’re all going to have a click-to-buy button.”

However, Duncan cautioned, locking into one technology for 
digital retail functions is not the dealer’s best way to go, even 
if it appears to be the simplest. They should be equipped to 
make the sale no matter where the customer is coming from, 
the products they are interested in, or the platform they want to 
use. It is going to be a mess for a while, Duncan noted, and it’s 
going to take time and education for things to settle down into 
a modus operandi everyone can agree on. 

DOWCs Are Picking Up Steam

Gruber moved the discussion to dealer-owned warranty com-
panies and non-controlled foreign corporations; the former of 
which has grown more popular since the Trump administra-
tion’s tax reform package went into effect in 2018. 

Duncan cautioned that there is no one-size-fits-all approach, 
with some dealers seeing a benefit to a DOWC, while others 
would see losses. He expressed concern for dealers who select 
structures with tax deferments built in, noting that, if the busi-
ness isn’t actually growing, those tax payments will come due 
much sooner than anticipated. Succession plans, among other 
financial concerns, could be adversely affected. 

“Do you want to be retired and on a golf course in Naples but 
still having to operate a business office somewhere because 
you’ve got 10-year contracts that still have to run out and some-

body’s gotta pay the taxes?” Duncan asked. “I just think that, be-
cause NCFCs suddenly fell out of favor for tax reasons, DOWCs 
have gone from a niche business to all of a sudden being the best 
solution sitting in front of a dealer. And I would tell the dealer, 
‘Just take a step back.’ Obviously, [DOWCs] have their own mer-
its. But if they were the greatest solution ever, why weren’t you 
looking at it the first time around?”

Hetland agreed, noting that, while that structure can certainly 
work for some dealers, anyone considering moving to a DOWC 
should think first about whether they are seeking a long- or short-
term solution, with particular care paid to the dealer’s estate. 

“As providers and administrators, we must always be looking at 
the liability. If you have sales personnel that are representing 
you — be it the independent base, employee base, whatever the 
case might be — and I get calls from our dealers saying, ‘Hey, 
I’ve been told I can go into this and never have to pay any taxes,’ 
we know that’s not right,” he said. “We know that there’s got to 
be something in there to make the dealer understand that there 
is a day of reckoning where they have to pay taxes. 

“But the liability that comes with us through this is, if we’re pre-
senting it and we’re providing it and that representation is out 
there, you don’t have to pay any taxes,” Hetland added. “My fear 
as an industry and as providers is they’re going to come back to 
us and say, ‘Your people represented you and said I’d never have 
to pay any taxes. Now I’ve got a big tax burden. Now you ante 
up and pay.’”

A Savvier Approach

During the panel’s question-and-answer session, an attendee 
returned to the topic of evolving in-vehicle technology. He 
wondered whether customers who spend more time getting ac-
quainted with advanced infotainment and safety systems would 
be less likely to have any patience for an F&I presentation. 

“That’s where we’ve got to be more savvy,” said Hetland, who 
pointed out that, as the landscape changes, dealers and provid-
ers are going to need to be more creative with how F&I products 
are presented and explained. Experimenting with the timing of 
the presentations is one approach, as is playing with such com-
ponents as the length of demonstration videos. 

Hetland also suggested tying the F&I pitch more organically 
into the process. The customer who opts for a high-tech ve-
hicle and options should know there is a way to protect them 
from unexpected repair or replacement costs. Duncan said that 
might require all involved parties to rethink their roles. Spring-
ing everything there is to know about protection products on a 
customer — including the cost — when they have been by their 
salesperson’s side since they arrived is still typical. It’s also anti-
thetical to a transparent experience. Duncan believes the indus-
try has to commit to making more information available online. 

“At what point are we going to let go?” Duncan asked.
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TERRENCE J. O’LOUGHLIN JD MBA IS THE DIRECTOR OF COMPLIANCE AT THE REYNOLDS AND 
REYNOLDS CO.

A code of ethics adopted by 
every dealership would go a 
long way toward improving 
the industry’s image and 
would likely result in 
increased F&I production.

Mark Twain once wrote that “Honesty is 
the best policy — when there is money in 
it.” If a consumer has a choice to purchase 
a vehicle from someone he trusts vs. 
someone he doesn’t trust, which choice 
will he make? If the attorney general in-
vestigates a dealer with a conspicuous 
ethics program, will that help the dealer?

These questions implicitly offer the an-
swers. Ethical practices are important 
to consumer purchasing behaviors. And 
they are significant factors for investiga-
tive government agencies and juries. Per-
ception is reality and it can be costly.

The Problem

Every December since 1977, the Gallup 
organization produces a list of American 
professionals rated by consumers based 
on honesty and professional standards. 
The sad news is that one of these profes-
sions consistently is rated at, or near, the 
bottom of these lists: car salespeople.

In 2018, car salespeople were ranked 
in 19th place, just above members of 
Congress. In 2017, car salespeople were 
ranked 21st, just above lobbyists. In 2011, 
car salespeople were ranked 19th, which 
was two places from the bottom of the 
rankings. (Gallup rankings vary from 20 
to 22 professions.) In the worst honesty 
and ethics ratings in Gallup history, car 
salespeople won this title in 1988, 1994, 
and 1995. Remarkably, attorneys are not 
typically ranked in the lowest tiers. For 

many years, nurses have been the most 
trusted professionals. 

Consider as well the fact that car deal-
ers may be the most heavily regulated 
industry in the U.S. Numerous federal 
and state regulations weigh heavily upon 
dealer operations. Much can easily go 
awry. An ethics program may help should 
something go wrong. 

Finally, each year, the Consumer Federa-
tion of America and the North American 
Consumer Protection Investigators As-
sociation publishes statistics regarding 
state attorneys general offices regarding 
which industries attract the most com-
plaints. Automobile complaints are al-
most always No. 1 on this list. 

Dealers can do far better than this. 

Ethics Is Good Business

There are various ways an adopted ethics 
program is good business:

It may eliminate or reduce an intensive 
investigation. When a federal or state 
agency is deciding to prosecute a dealer 
the key inquiry is whether the violation 
occurred in spite of the dealer’s protocols 
or because of a faulty or nonexistent pro-

gram. If a dealer has an ethics program, 
prosecutors are far more likely to prose-
cute the employee rather than the dealer-
ship as a whole. 

If an investigating agency sees that a 
dealer has an effective ethics program, or 
even one that isn’t fully effective, investi-
gators may decide to investigate an easier 
target. Dealers should note that regula-
tors have numerous targets to investigate 
and they choose ones that have ignored 
compliance and ethics.

It may reduce or eliminate liability. 
Damages are assessed based upon per-
ceived culpability. If a dealer is attempt-
ing to deal fairly with consumers, on 
balance, fewer damages will be assessed 
or possibly none. An ethics program is a 
testament to this fair dealing. Intentional 
or negligent fraud and deceit is punished 
particularly with punitive damages, which 
can be exorbitant. Judges and juries con-
sider these factors in assessing damages.

It may minimize or eliminate bad pub-
licity. Regulators attempt to be fair in 
choosing which organizations to inves-
tigate and report to the media by way of 
press releases. A dealer who is attempting 
to be ethical and compliant will increase 
its chances substantially, in avoiding neg-

Is There Money in 
an Ethics Program?

DEPT: COMPLIANCE

By: Terrence J. O’Loughlin

ative publicity, since the regulator will consider these attempts 
at ethical dealing. 

It can improve customer evaluations. Consumers who think 
that they have been treated ethically will report that experience. 

It can improve morale. Employees of a dealership which is at-
tempting to operate honorably will be happier working in that 
environment. Good morale at any business only improves per-
formance and profits. 

What Is Ethics? 

The U.S. Marine Corps’ maxim summarizes ethics in eight 
words: “Do the right thing, for the right reason.”

Economist Milton Friedman added to this maxim when he said, 
“There is one and only one social responsibility of business — 
to use its resources and engage in activities designed to increase 
its profits so long as it stays within the rules of the game, which 
is to say, engage in open and free competition without decep-
tion or fraud.”

Ethics are moral principles which govern a dealer’s behavior and 
should produce the greatest benefit for the greatest number of 
people and, quite importantly, the dealer himself. 

Codes of Ethics

Every profession has a code of ethics. The NADA has drafted 
one, which is an excellent exemplar as to how dealers should 
discharge their responsibilities.

NADA Code of Ethics Particulars: 

Operate this business in accord with the highest standards 
of ethical conduct.

Treat each customer in a fair, open, and honest manner, 
and fully comply with all laws that prohibit discrimination.

Meet the transportation needs of our customers in a knowl-
edgeable and professional manner.

Represent our products clearly and factually, standing fully 
behind our warranties, direct and implied, and in all other 
ways justifying the customer’s respect and confidence.

Advertise our products in a positive, factual, and informa-
tive manner.

Detail charges to assist our customers in understanding 
repair work and provide written estimates of any service 
work to be performed, upon request, or as required by law.

Resolve customer concerns promptly and courteously.

Put our promises in writing and stand behind them.

If dealers implemented this code of ethics, much would be im-
proved and, as a profession, dealers would significantly move up 
the Gallup rankings, profit more, and reduce their potential for 

liability. Every dealer should adopt such a code, post it where 
consumers can see it, and every dealer employee should sign it. 
Furthermore: 

Dealers should mandate ethics and compliance training.

Training and testing should be done routinely and periodi-
cally.

Training should be documented and attendance should be 
mandatory.

Pay plans should be reasonable, and dealership personnel 
should not have to resort to unethical tactics to achieve in-
centives.

Potential employees should be screened for ethical chal-
lenges in their employment histories. Unethical employees 
may yield early results, but they will create havoc and li-
ability eventually.

Dedicate a telephone line, or some other option, where em-
ployees may report unethical behavior, be sure reports are 
anonymous and accessible only by the compliance officer. 

Dedicate another telephone line for consumer com-
plaints that goes directly to the compliance officer.

Address all complaints promptly. 

Rogue employees should be disciplined and dismissed.

There should be stated penalties for violating company 
policies, including dismissal.

Beware of payment packing and other common deceptive 
practices.

Reward employees who follow rules.

Maintain product pricing variance reports.

Maintain menu log.

Maintain rate matrix of credit scores and interest rates.

Require a signed menu of the final transaction.

New employee orientation and training should include an 
ethics module and new employees should sign a commit-
ment to ethical behavior. 

An ethics program should simply be part of the business plan 
of a well-managed dealership. The cost of an ethics program is 
minimal, and its benefits greatly outweigh its implementation. 
Ethics is good business.

Govern yourselves accordingly. 
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JOHN LUTMAN IS VICE PRESIDENT AND HEAD OF THE AGENT CHANNEL AT IAS. 

The forces that compel car buyers to invest 
in protection products aren’t changing 
anytime soon, but the experience those 
customers demand already has.

At NADA last month, we heard from numerous leaders and in-
novators, all talking about the changing landscape of our indus-
try. We can argue about timing, but there’s no doubt that our 
industry will undergo a period of rapid change at some point 
soon. The rise of electric and autonomous vehicles, increasingly 
connected vehicles, and a changing retail experience are all con-
verging at once, leading to extensive and rapid changes in the 
years ahead.

The Starbucks Effect

Changes to the vehicles themselves — more electric, more au-
tonomous, and more connected — will force providers and ad-
ministrators to make changes to our products. We’ll need to get 
ahead of these growing trends and tailor our products to these 
new types of vehicles. But our industry has been doing this for 
years and will continue to do so. Constant product tweaking will 
continue, but the underlying reasons that consumers buy them 
will not change. Consumers want their vehicle to be in working 
condition at all times, they want it to look good, and they want 
to be covered from the financial risks that vehicle ownership 
creates. And they want these things at a reasonable price. Those 
key tenets don’t change.

The emerging retail experience, on the other hand, has the pos-
sibility of impacting our industry more than any changes you can 
make to the vehicle. Let’s draw a comparison to a cup of coffee 
from Starbucks. When they were growing at a rapid pace in the 

F&I Enters a World of Mobile Ordering

DEPT: TECHNOLOGY

By: John Lutman

2000s, Starbucks focused on bringing a coffee experience to 
consumers across the world. Consumers wanted a quality 
cup of coffee, but they were also looking for a place to hang 
out while relaxing, meeting with friends, or working. As part 
of the experience, people chat with the cashier, and then the 
barista, while sipping their lattes and cappuccinos.

If we don’t build the value of  
our products when consumers 

are gathering information,  
they will dismiss them.

But with the changing consumer expectations, Starbucks 
now does 13% of their transactions through their mobile 
ordering capability, up 44% since 2017, and they just an-
nounced that 80% of their new stores will have drive-thru 
lanes. When customers use the mobile ordering capability, 
they can have as much or as little interaction as they want. 
In many cases, the customer walks up to the counter, grabs 
the drink, and leaves the store in less than 30 seconds. … 
Yes, a growing number of customers prefer this experience.

Cars and coffee are vastly different goods, but we see this 
trend happening in many industries, and we’ve already ex-
perienced it in ours. Consumers want their stuff, and they 
want to get on with their day.

Sell the Vehicle, Not the Appointment 

So how do we sell F&I products in a world where people 
prefer drive-thrus and mobile ordering?

In looking at the products themselves, nothing needs to 
change, simply because of the way they are sold. As men-
tioned above, we will always offer new products based on 
changes to the vehicles, and we will always look for innova-
tive ways to protect the value of their vehicles.

What will likely change is how we have to offer our prod-
ucts. Not only do customers prefer quicker transactions, 
they want to make informed decisions whenever possible. 
As other industries offer consumers more information, they 
will demand it in ours, and they will demand it upfront, 
gathering information on their own time before they swoop 
in to make a purchase.

The days of selling the appointment are coming to an end. 
Dealers must now sell the vehicle, the dealership, and any 

additional products, all on the web. Imagine an Amazon-like prod-
uct coverage page where potential buyers can see reviews from cus-
tomers who have purchased the products, and even show product 
recommendations based on previous purchases or items that have 
been placed into a shopping cart. We’re not far away. It’s more than 
building intrigue; we must create information and content that 
builds value and leads directly to product sales. 

If we don’t build the value of our products when consumers are 
gathering information, they will dismiss them. We must equip our 
consumer-facing clients with the information and resources needed 
to bring this information to the forefront of the car-buying process, 
whether online, in-person, or even through a mobile order app.
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P&A hits the road with Bill Kelly of 
Automotive Development Group, a 
division of Brown & Brown Insurance. 

Last year, Brown & Brown Inc., the sixth-largest independent 
insurance brokerage firm in the nation, acquired Automotive 
Development Group, the Minneapolis-based agency founded 
by Joel Kansanback in 2002. Bill Kelly joined ADG as a partner 
in 2004. P&A met with Kelly to ask how the deal went down, 
discuss the values that underpin ADG’s success, and learn why 
knocking on doors will never go out of style. 

P&A: Bill, were you looking to sell your agency or did the 
opportunity come out of left field? 

Kelly: We really weren’t looking to sell but the opportu-
nity wasn’t totally out of left field. I had met Mike Neal from 
Brown & Brown at an industry event. He contacted me a few 
months later to see if he could come sit down with Joel and my-
self to talk about how we could grow our agency and they could 
grow their distribution business. 

P&A: What did they like about your agency? 

Kelly: I think they liked the way Joel and I operated the 
business. We take a much different approach to F&I than a lot of 
agents out there. We put an emphasis on income development 
and training and doing a true needs analysis for every dealer-
ship. We represent a number of administrators and we’re able to 
look at which administrator will work best for each dealer. 

P&A: Does that complicate things? 

Kelly: At the beginning, some administrators would have 
preferred we only use them or work with a smaller number. But 
our partners were all doing well. They saw Joel and I had great 
income development in the dealerships. We were leading year-
over-year growth among all agencies for a number of different 
companies and they started to realize maybe they shouldn’t be 
too upset. 

And that’s where Brown & Brown saw us, moving up the rank-
ings with our carriers at the same time, including carriers they 
were representing. It was a natural fit for us. Joel and I were op-
erating in 16 states and wondering how to get our training rec-
ognized on a national level. Doing a strategic partnership with 
Brown & Brown made the most sense for us, our employees, and 
our dealers. 

We now have more resources in all aspects, everything from em-
ployee benefits to garagekeepers insurance. We can introduce 
ourselves as having the ability to give the dealership total cov-
erage. That’s the best part about it, really. Brown & Brown has 
gone out and made other acquisitions, but they’re being very 
selective. It’s not about trying to get the biggest dollar but trying 
to find the best fit. 

As the F&I world and the automotive world evolve, we need to 
look at where it’s going to go. How are we going to get ready 
for the changes coming up? We felt the best way to be ready 
for whatever comes at us is being part of a bigger organization. 
With Brown & Brown, we can handle larger dealer groups and 
megadealers all the way down to single-point stores. We already 
had some groups that operate in four or five different states. 
But the strategic purchases Brown & Brown has made in Texas, 
Boston, Minneapolis, and Ohio are really giving us a larger foot-
print. 

P&A: Does having to answer to new partners change the 
way you run the business? 

An Interview With Bill Kelly
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By: Tariq Kamal
Kelly:  As you transition into working essentially as an 

employee of a big company — they now have about 10,000 em-
ployees across the country and I think they were at just under 
9,000 when they started talking to us — you realize it’s fun to be 
part of a growing organization. And we really don’t feel we gave 
up our independence. We still have the freedom to run our busi-
ness the way we want to run it. The people we answer to at 
Brown & Brown are not interested in running our day-to-day 
business. 

It’s a very competitive marketplace out there. Anything we can 
do to set ourselves apart and do more for our dealers will be 
a real advantage. In our training initiatives, we work with the 
BDC, sales, sales management, F&I, and service. We really com-
plete the whole circle. 

P&A: What’s your secret to effective training? 

Kelly: One thing we are doing differently is all the trainers 
we use are employees of ADG/Brown & Brown and they all have 
real-world experience. Our fixed operations trainers are people 
who worked as mechanics and became advisors and service di-
rectors. They can really get in and roll up their sleeves and iden-
tify areas that can be fixed and trained on. 

We felt the best way to be ready  
for whatever comes at us is being 

part of a bigger organization.

A lot of our employees have been general managers, finance di-
rectors, and even partners in dealerships. We go out and find the 
best of the best. We’re not just going in on ideas and thoughts. 
We live in a practical world, so we’ll keep plucking people out of 
retail. They’re used to long hours. And I don’t think they work 
less when they move into consulting, but the hours are certainly 
different. 

P&A: You mentioned your training touches every depart-
ment. Where do you stand on selling F&I in the service lanes? 

Kelly: There’s a lot of chatter about selling F&I products 
in the lanes. Right now, we don’t do a whole lot of product sales 
in the lane. We do have more product awareness in the service 
lane, very similar to the sales side of it. It’s the meet-and-greet 
and the process it takes to identify the needs of potential F&I 
customers when they come into the service drive. It’s more 
about creating an experience where service is aware of the prod-
ucts being sold. Will we see more products sold in the drive? 
Eventually. Right now, it’s such a small amount, it’s not even 

trackable. A lot of people have tried service-drive service con-
tract plans. Some have had success with it. Most have not. Will 
we have to get there? I think so. 

P&A: Why so? 

Kelly: The more opportunities we have to tie our custom-
ers back to the dealerships where they’re servicing and purchas-
ing cars, every touch we have with the customer at the dealer-
ship, there’s a need to find way to earn that customer’s business. 
That retention will help keep dealerships going. So, it will be 
natural to find the right products and services to offer in the 
service drive. We just need to create a service-drive plan. 

P&A: What about sales and F&I? Trainers are telling deal-
ers to tear down their silos, for the sake of compliance if not 
production. 

Kelly:  I’m a firm believer that sales and F&I have to work 
hand in hand and that you do tear down the silos and you do 
start the F&I process the moment the customer walks into the 
showroom, onto the lot, and even onto the website. If that 
means introducing F&I products earlier, introduce them earlier. 
But it’s all about retention. 

P&A: How did you get into this business? 

Kelly: I grew up in the car business. I started working in 
dealerships as a porter. My father was an attorney. He repre-
sented dealers and he wrote the Illinois Motor Vehicle Franchise 
Act, which is still in place today. I worked for some of his clients 
and one of them suggested I talk to Western Diversified, who 
was purchased by Protective. At the start of my ninth year with 
Protective, I decided to leave them and join Joel at ADG. To-
gether we spent 15 years building the agency one dealership at a 
time, always with an emphasis on income development. We 
wanted to give dealers the professionalism of “big box” estab-
lished trainers but with all the flexibility you get with a smaller 
agency. 

P&A: How did you connect with Joel? 

Kelly: A family friend of mine had worked with Joel and 
said, “You should meet Joel Kansanback, he’s doing what you’re 
looking to do.” Joel and I met up and the rest was history. It took 
a lot of work, but it was good, hard work. It’s not easy to repre-
sent the number of administrators we represent and represent 
each extremely well. That’s just a testament to our core values 
and what we do. 

P&A: What advice would you give to agents who want to 
follow your lead? 

Bill Kelly is a partner with Joel Kansanback in Automotive 
Development Group, a Minneapolis-based agency that now 
enjoys the financial backing of Brown & Brown Inc. 

Photo courtesy Automotive Development Group
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Kelly: You have to have good work-
ing relationships. You don’t beat up your 
product providers. You lean on them to be 
the best they can be. Be open and honest. 
Let them know what you’re thinking. 
When you bring a deal to them, don’t just 
shotgun it. Margin compression is a huge 
concern. We all have to be cognizant of the 
fees and costs. But ultimately the best 
working relationships are being honest 
with your provider about what you’re look-
ing for. You also have to know the strengths 
of each provider and where they’re com-
fortable. 

We feel we put providers in a position 
where they can succeed with our clients. 
You get a good idea of what each provid-
er is good at. We just have to continue to 
do what we do best. Cold-calling is still a 
big part of our business. Knock on enough 
doors and turn over enough stones, and 
you’ll find more dealers. Service the deal-
ers and take care of the providers that take 
care of us. 

P&A: Any predictions for 2019? 

Kelly: I think we have to be equipped 
and ready for change. We have to be able to 
listen to and identify new trends. We have 
to rely on our expertise and knowledge, 
but not get so wrapped up in how we used 
to do things. We have to be nimble enough 
to help our dealers today. There’s going to 
be ridesharing, there’s going to be electric 
cars — all sorts of things that will slow car 
sales down to a point where we’re not go-
ing to see the big growth we saw from the 
depths of 2008 and 2009 to now, where we 
went from 12 million to 17 million SAAR. 
But we are going to see consistency in 
small, year-over-year growth. 

Will we see more 
products sold in the 

drive? Eventually. 
Right now, it’s such a 
small amount, it’s not 

even trackable.

But there are a number of dealers out there 
who could be doing better. For them, we 
need to focus on the fundamentals. So 

we’re not totally abandoning everything that got them where they are or got us where 
we are. We’re keeping an eye out for the things that may change and we will be quick 
to change when we have to. We’re still in some exciting times in the industry. I’m 
looking forward to being here for the long haul. Through our partnership with Brown 
& Brown, we will add more dealers and take care of more people. 

P&A: How’s life outside the office? 

Kelly: Well, my wife and I have twin daughters, 14 years old, freshmen in high 
school. My wife owns a retail clothing store in a local mall here in Minneapolis. We’re 
kind of a retail family. We like to embrace the outdoors and travel. We like to ski in 
the winter and explore in the summer as a family. My wife runs a lot of marathons. I 
did two and stopped. She’s up to 12 now, just completed Berlin and training for her 
fourth Boston marathon. 

P&A: That’s impressive. Do you recommend marathoning? 

Kelly:  No! It was a great thing we started doing together. I had to stop, I just 
didn’t have the time with all my travel. It’s just like anything else. It’s preparation. 
You need to properly prepare in order to do anything. I still try to work out and main-
tain a little bit of fitness in my life.

P&A: At least you can say you ran a marathon. 

Kelly: Well, I had to run two before I stopped. My wife said anyone can do 
something once. If you persevere and do it again, you get to count it. We are a very 
competitive family, but we have fun with it. We work hard, play hard, and sometimes 
just hang out at the house. The four of us have a lot of quiet nights at home. I’m on 
the road two or three days a week. In retail, they’re open seven days a week. It’s im-
portant to take a step back and get some family time. 

P&A: I’m impressed you’re still doing all that traveling and still knocking on all 
those doors. 

Kelly: There’s no better way to stay relevant. There could be nothing worse 
than meeting a dealer and not knowing what’s going on in their world. 

Bill Kelly enjoys a Greek vacation with wife Caryn and twin daughters Addie and Belle. 

Photo courtesy Kelly family
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VISIT WWW.PROVIDERS-ADMINISTRATORS.COM FOR UP TO DATE INDUSTRY NEWS.

AUL Names McCarthy  
VP of National Sales
NAPA, Calif. — Vehicle service contracts ad-
ministrator AUL Corp. has appointed auto-
motive industry veteran Paul McCarthy to the 
position of vice president of national sales, the 
company announced. McCarthy brings more 
than two decades of retail automotive experi-
ence to his new role and is expected to provide 
focused  leadership to the firm’s outreach to 
large opportunities in the franchised automo-
tive  dealer space, according to Jimmy Atkin-
son, AUL’s president and CEO.

“Paul allows us to expand our bandwidth and 
diversify our sales  approach by placing key 
verticals under the leadership of our industry 
experts,” Atkinson said. “Paul complements 
Bryan Nieves, our vice president of national 
accounts, whose  outreach centers  primarily 
on lenders and reinsurance, and Jason Garner, 
senior vice president of sales and business de-
velopment, whose group is  focused on  agent 
growth. As a team, they provide AUL with su-
perior depth, allowing for a  higher degree of 
personal interaction and attention to detail.”

McCarthy most recently served as vice presi-
dent of sales at Warranty Solutions, a national 
provider of vehicle service contracts and deal-
er warranties, among other products. Prior to 
Warranty Solutions, Paul spent nearly 20 years 
with the Stevenson Automotive Group, one 
of the largest automotive dealer groups in the 
greater Jacksonville and Wilmington, N.C. re-
gion, as corporate general manager.

“When you combine Paul’s exceptional experi-
ence in dealership management and F&I sales 
with his personal approach and team building 
skills, our sales teams have a proven  founda-
tion from which to succeed,” Atkinson said.

Michael Boyle Joins NAC Board
PONTE VEDRA BEACH, Fla. — F&I products provider National Auto Care announced the 
appointment of Michael Boyle to its board of directors. Boyle currently serves as a managing 
partner for Ecliptic Capital and Optimal Symmetry, both based in Austin, Texas. He is also an 
advisor for multiple companies in the finance, insurance, and automotive industries and has 
previously served on various boards for companies with an emphasis in technology.

“As National Auto Care looks to grow and continue to expand through innovation, we are 
thrilled to have Mike join our board,” said NAC CEO Tony Wanderon. “His knowledge and 
experience in the marketplace in the technology space as well as his overall business acumen 
will be invaluable to us as we look to offer more cutting-edge products and programs to our 
agents and clients for years to come.”

NAC announced its acquisition by Lovell Minnick Partners in August 2018. Executives said 
the parent company plans to help NAC pursue acquisitions that fit the needs of its clients and 
will help grow the business strategically.

“Adding Mike Boyle to the Board of Directors further demonstrates the company’s commit-
ment to maintaining its leading technology position in the market,” said Trevor Rich, a part-
ner with Lovell Minnick Partners. “Mike will be influential in assisting the company with its 
technology strategy over the coming years.”

In addition to his current roles, Boyle served as a senior vice president at Aflac and Allstate 
Financial and as director of technology for Merrill Lynch. He earned a B.S. in economics from 
the University of South Carolina. Boyle is the fifth member to join NAC’s board of directors, 
which already includes Tony Wanderon, Trevor Rich, Steve Pearson of LMP and Steve Verney, 
formerly of NAC.

DEPT: ON THE MOVE

Fiore Joins UDS Development Team
CLEARWATER, Fla. — United Development Systems Inc. announced the addition 
of  Doug Fiore  to the company’s growing development team. Fiore will serve as a 
retail operations specialist in the Southeast region. 

“Doug has spent over 30 years in the automotive retail environment, with the bulk 
of that time spent training and developing front-end retail operations,” said UDS 
President Randy Crisorio. “Adding the wide scope of knowledge Doug brings, specifi-
cally in technology, further enhances our ability to deliver on our value proposition.”

Fiore transitioned to the service side after more than a decade in retail. He has led de-
velopment teams in the F&I space, both with independent and factory providers, and 
ultimately branched into lending and, most recently, technology, as national desking 
manager with RouteOne. He is expected to have wide-ranging interactions with UDS 
dealer partners throughout the Southeast.

VISIT WWW.PROVIDERS-ADMINISTRATORS.COM FOR UP TO DATE INDUSTRY NEWS.

Miller Wins Cox Woman of the Year Award
ATLANTA — Cox Automotive presented its annual Barbara Cox Woman of the Year 
Award to Gail Miller, owner and chairman of Larry H. Miller Group of Companies, by 
Cox Automotive President Sandy Schwartz during the Northwood University Dealer 
Education Award annual breakfast on January 26 at NADA Show 2019.

This honor is awarded to women who demonstrate business leadership and commu-
nity advocacy, as well as a commitment to advancing the automotive industry. The 
award was presented The award is named after the late Barbara Cox, a Cox Automotive 
owner and the mother of chairman Jim Kennedy.

Gail Miller and her late husband, Larry, started their business with a single Toyota 
dealership in 1979. The Larry H. Miller Group of Companies has grown to include 
more than 60 car dealerships throughout the West, the Utah Jazz, the Salt Lake City 
Stars, the Salt Lake Bees, theatre complexes, and a variety of other automotive, finan-
cial, and real estate companies. Today, the privately-owned Larry H. Miller Group of 
Companies employs more than 10,000 people.

“Gail exemplifies this award by sharing many of the qualities and values that we ad-
mire in Mrs. Cox,” said Schwartz. “In addition to growing from one Toyota dealership 
to more than 60 dealerships today, Gail is a renaissance woman with her business 
influence spanning multiple industries including professional sports. I am honored to 
present this award to Gail in recognition of not only her business acumen but also her 
strong support of charitable giving and community service.”

Binary Auto Names Adcock EVP
BEDFORD, Texas — Binary Automotive Solutions announced that J. David Adcock has 
joined the company as executive vice president. Adcock comes to Binary with more 
than two decades of industry experience, working with automotive dealerships as well 
as manufacturers.

“We are thrilled to have David join us. I’ve known David for many years and he shares 
the Binary Auto commitment to helping dealerships find and develop their value prop-
osition in an increasingly competitive marketplace,” said James E. Binkley, founder 
and CEO of Binary Automotive Solutions. “David has a proven track record as a dealer 
trainer and understands what it takes to help a dealership increase CSI and grow its 
profit.”

Earlier in his career, Adcock served as a national sales trainer for Pat Ryan and Resource 
Automotive Group.  He left that position to join AutoNation Texas as regional devel-
opment manager. More recently, Adcock served as founder and president of Adcock 
Dealership Solutions, a Dallas-area dealer services agency.

“Binary Auto is currently experiencing tremendous growth in the market and have 
some exciting client announcements and programs coming out in 2019,” said Adcock. 
“After seeing what they have planned for this year and beyond, I couldn’t wait to jump 
in and help them expand their services out to future dealerships and groups. It’s going 
to be a big year.”

DEPT: ON THE MOVE

AIADA Names Hakes 
2019 Chairman
SAN FRANCISCO — The American 
International Automobile Dealers 
Association announced that Cali-
fornia dealer Howard Hakes will 
serve as its 2019 chairman. Hakes, 
who is the president of Hitchcock 
Automotive Resources in the City 
of Industry, Calif., officially accepted 
the position at AIADA’s 49th Annual 
Meeting and Luncheon, held today in 
San Francisco. During his remarks, 
he emphasized the need for dealers 
to engage in the legislative process 
that impacts their businesses.

“If we want our stores to survive and 
thrive in these next crucial years, we 
need to be involved,” said Hakes. 
“We need to speak out and let our 
collective and our individual voices 
be heard, and we have to do so be-
fore too much more time passes.”

Hakes is a 28-year veteran of the 
auto retail industry, an active mem-
ber of his local community, and an 
engaged participant in local, state, 
and national politics. He is a certi-
fied drug and alcohol counselor, 
serves on the board of the California 
Republican Party, is Vice-Chairman 
of the Republican party of Los An-
geles County, and was appointed 
by the president to serve on the 
Department of Health and Human 
Service’s Drug and Alcohol Preven-
tion Board.

Hakes named threats to global trade 
as the greatest challenge facing in-
ternational nameplate dealers today: 
“Protectionism is the biggest threat 
to us today and we need people to 
stand up and do something about it.”

Serving alongside Hakes in leader-
ship positions on the 2019 AIADA 
Board of Directors are Immediate 
Past Chairman Brad Strong (Salt 
Lake City), Chairman-Elect Jason 
Courter (Bellevue, Wash), and Vice-
Chairman Steve Gates (Richmond, 
Ky.). Also during its Annual Meeting, 
AIADA presented Newport Beach, 
California dealer  Dave Conant, 
owner and CEO of the Conant Auto 
Retail Group, with the 2019 David 
F. Mungenast Sr. Lifetime Achieve-
ment Award.
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JAMES S. GANTHER ESQ. IS THE PRESIDENT OF MOSAIC COMPLI-
ANCE SERVICES LLC AND CO-FOUNDER OF AUTOMOTIVE COMPLI-
ANCE EDUCATION (ACE).

The P&A segment must 
follow the same path 
traveled by dealers who, 
15 years ago, found 
themselves suddenly 
operating under the same 
privacy standards as other 
‘financial institutions.’

The Safeguards Rule went into effect on 
May 23, 2003, and brought with it a raft 
of new obligations for dealerships. Hav-
ing lived through that event, I can attest 
to the consternation it caused. The Safe-
guards Rule applies to “financial insti-
tutions,” and dealerships, because they 
originate financing, fall within the defi-
nition of financial institution. Having to 
learn how to act like banks did not come 
easy to most of the industry.

Fortunately for providers and administra-
tors, they do not originate financing and 
therefore are not considered financial in-
stitutions. Thus, the burdens of the Safe-
guards Rule do not fall upon your shoul-
ders, right?

Wrong. 

The Safeguards Rule obligates dealerships 
to both follow its requirements and only 
use service providers that also follow the 
terms of the Safeguards Rule. What is a 
“service provider,” you ask? 

“Service provider” means any person or 
entity that receives, maintains, processes, 
or otherwise is permitted access to cus-
tomer information through its provision 
of services directly to a financial institu-
tion that is subject to this part. In other 
words, providers and administrators of 
service contacts, among others, by virtue 
or receiving customer data. Why is this 
important? Because dealerships are re-
quired to “Oversee service providers, by:

(1)  Taking reasonable steps to 
select and retain service providers 
that are capable of maintaining 
appropriate safeguards for the cus-
tomer information at issue; and

(2)  Requiring your service pro-
viders by contract to implement 
and maintain such safeguards.”  
16 CFR 314.4(d)

In other words, dealerships may only do 
business with providers and administra-
tors that follow the Safeguards Rule as 
well, at least to the extent appropriate for 
the data at issue.

While providers and administrators rou-
tinely receive, maintain, process and 
otherwise have access to customer infor-
mation, it rarely involves such sensitive 
data as Social Security number, financial 
account numbers, or mother’s maiden 
name.

Yet even more mundane customer infor-
mation can be misused to a customer’s 
detriment. Consider the following phone 
conversation:

Caller: Hello, Mr. John Smith?

Customer: This is he. 

Caller: Mr. Smith, this is Tom Jones 
from Oconomowoc Motors. You 
purchased a 2019 Queen Pea Fam-
ily Truckster from us on Oct. 12 for 
$37,500, correct?

Customer: That’s right.

Caller: A routine audit of our records 
indicated that you were overcharged 
for the service contract you purchased 
in connection with that transaction. 
We intend to reimburse you $750, 
plus interest. If you just give us your 
bank account information, we will 
transfer that amount immediately.

All the information needed for an identity 
thief to “spoof ” a customer and obtain 
the customer’s bank account information 
is typically part of the customer’s file held 
by the provider or administrator. 

At a practical level, what does this mean? 
What must providers and administra-
tors do to comply with the Safeguards 
Rule? Essentially, what dealerships must 
do, providers must mirror. In a nutshell, 
those obligations are seven:

Conduct a risk assessment, specifi-
cally considering employee training 
and management, IT systems, and de-
tecting, preventing, and responding to 
attacks or system failures.

Design and implement safeguards 
that address the risks identified.

Oversee your own service providers.
 

Evaluate and adjust your informa-
tion security program in response to 
regular audits of its effectiveness and 
performance. 

Sound like a lot? It is, but it’s impor-
tant. If a dealership’s service contract 
provider is not in compliance with the 
Safeguards Rule, the dealership is not in 
compliance, either. Putting your dealer-
ship clients in a position of legal peril 
is not a good business plan. Conversely, 
assuring your clients (and prospective 
clients) that you’ve thought this through 
for their protection can only help solidify 
your relationship.

Providers, Administrators, 
and the Safeguards Rule

DEPT: ACE SPACE
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