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A
s the year has progressed, there 
have been countless develop-
ments within the P&A arena. 
New regulations have come into 
play and emerging trends have 

captivated executives. It is these ideas and 
issues — and the opinions and solutions 
offered by the writers in these pages — 
that hold P&A magazine to the standard 
of being the industry’s leading source for 
product providers and administrators. 

P&A wanted to know what actions 
members of the auto finance industry are 
taking to combat the dishonest, and illegal 
act, that is powerbooking. We spoke with 
five executives, to learn how the industry 
can solve this problem and what specific 
actions need to be taken. 

Gil Van Over of Automotive Compli-
ance Education; Automotive Development 
Group’s Bill Kelly; Ron Greer of Provider 
Exchange Network; and Black Book’s Jared 
Kalfus and Kyle Luck offered up their solu-
tions to an issue that is putting dealerships 
at risk and costing F&I product providers 
and administrators valuable profits on a 
short- and long-term basis.

How much thought do you give to over-
all efficiency of the systems and programs 
you provide for your clients? It seems as 
though every day we are introduced to new 
technology, intended to make business 
easier, but if all these new technologies 
are not streamlined into one, user-friendly 
experience, will your customers really uti-
lize them? In his article, MaximTrak (div. 
RouteOne)’s Imran Mussani is advocating 
the use of single sign-on to improve the on-
line retail experience. 

Communication gaps within the F&I 
product origination process are an all too 
common occurrence, and one that leaves 
customers hanging, without the products 
and services they thought they had already 
covered. Gary Peek of F&I Express is ad-
vising providers to mind the gap when an 
F&I product is purchased by a consumer 
and funded by an outside source. These 
missteps can cause regulatory issues for 
finance sources and providers. Read on to 
learn what Peek recommends as your next 
steps to remain proactive about this issue. 

Should dealers self-report legal viola-
tions within their own business? Former 
regulator Terry O’Loughlin recommends 
that dealers take action to curb illegal ac-
tivity, but it does not always need to result 
in reporting it on the regulatory level. Op-
erations within dealerships are complex, 
and daily checks and balances can help de-
ter this kind of activity. 

A regulation originally released in 2014, 
and more recently applied to private com-
panies this year, ASC 606, has the poten-
tial to have major impacts on companies 
within the P&A environment. ASC 606 can 
impact any entity that reports under GAAP 
accounting standards, which is not an in-
surance company. If you think this may ap-
ply to you, or companies you do business 
with, check out Kerper and Bowron’s arti-
cle to learn when this rule will take effect, 
why this is happening, and how to stay in 
the clear.

For this issue, P&A had the chance to 
meet with PCMI Corp.’s president and 
CEO, Mark Nagelvoort. By constantly 
providing ongoing efforts to improve 

technology for product administrators, 
and channeling his entrepreneurial spirit, 
Nagelvoort continues to lead PCMI within 
the industry. Learn about the challenges 
PCMI has faced since its inception, how 
the company provides around-the-clock 
service, and what the future holds for F&I.

DealerBuilt is a company that was built 
by dealers to manage dealership manage-
ment system software and data services 
for dealerships spread across the country. 
That’s a lot of dealerships — 320, to be ex-
act. So what happens when there is a breach 
and consumer data from these 320 loca-
tions is released? Automotive Compliance 
Education’s Jim Ganther offers a review of 
the FTC’s proposed consent order to settle 
the charges brought against DealerBuilt for 
this loss of customer data, and how com-
pliance responsibilities need to be handled 
by everyone in the P&A segment.

As always, if there are any articles 
you want to see or executive you want 
to hear from, please reach out to me at 
 kspatafora@mgigmedia.com.  

– Kate Spatafora

By: Kate Spatafora

DEPT: Letter from the Editor
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DEPT: Summit Updates

W
hat if you could attend a conference tailored to 
exactly what you see as the automotive F&I in-
dustry’s most pressing issues? Well, we want to 
make that a reality at Industry Summit, which 
will take place at the New Orleans Marriott, No-

vember 4–6, 2019.
The event is comprised of three sep-

arate educational tracts: Compliance 
Summit, P&A Leadership Summit, and 
Industry Summit. While industry Sum-
mit tackles high-level issues pertinent 
to the general automotive F&I environ-
ment, Compliance Summit and PALS 
break it down to focus on compliance and 
the provider and administrator segment, 
respectively.

LEADING THE WAY 
Tasked with building the agendas 
are two individuals who have be-
come well known members of the 
F&I and product provider space.

Tariq Kamal, the associate pub-
lisher of Bobit Business Media’s 
Dealer Group, will lead a team of advisory board members in 
developing the content for Compliance Summit and Industry 
Summit. 

“The industry and the people who drive it have great expecta-
tions for Industry Summit, and I look forward to doing my part to 
meet them,” Kamal said. “I appreciate the opportunity and look 
forward to meeting this unique challenge.” 

David Trinder, the executive director at StoneEagle F&I, will 
work with a team of executives and thought leaders to create an 
agenda specific to the P&A realm.

“It has been and remains a great honor to lead the con-
tent discussion for this unique and important event,” said 
Trinder. “Much work lies ahead, but I look forward to work-
ing with the advisory board to develop an agenda that exceeds 
 expectations.”

FIRST ONSTAGE
Set to lead PALS and Compliance Summit attendees through 
three days of educational sessions, networking events and re-
ceptions is the American Guardian Group of Companies’ vice 
president of training, Bob Harkins. Returning to the stage once 
again as master of ceremonies, Harkins will offer insight and 
guidance while connecting attendees and speakers. 

“The importance of these events continues to grow with 
each passing year as trends evolve, regulations change and new 
products and services are introduced to the playing field,” said 
Harkins. “I am looking forward to leading the discussion once 
again.”

Tasked with the role of manning the Industry Summit agenda, 
including the second annual Technology Challenge, an executive 
from American Financial & Automotive Services  has risen to the 

challenge. In previous years, executives 
from American Financial have succeeded 
in creating an atmosphere where attend-
ees return to their seats ready to take on 
the next presentation, and this year will 
be no different.

OPENING THE SHOW
For the second year in a row, StoneEa-

gle F&I CEO Cindy Allen will de-
liver the event’s opening keynote 
address on Tuesday morning. All 
attendees are encouraged to attend, 
as Allen’s address is a cant-miss 
event designed for everyone in the 
F&I industry.

“We are grateful that Cindy has 
decided to return to the Industry 

Summit stage to share her experience and insight in relation to 
the current F&I environment with us all,” said Gesualdo.  

WE WANT TO HEAR FROM YOU
Event organizers are asking for your help in deciding on topics 
and speakers for this year’s agenda. If there are issues that you 
need help tackling, let us know! If there is an executive who’s 
advice you think could help your business, let us know! Please 
feel free to reach out to me directly at kspatafora@mgigmedia.
com to let me know what information you want to see in New 
Orleans this November.

Keep an eye on the events websites, IndustrySummit.com and 
PA-LeadershipSummit.com for news and updates regarding the 
agenda, registration, and special events. 

We can’t wait to see you in New Orleans!  

Industry Summit Is Designed for … You

Industry Summit, Compliance 
Summit and PALS return for 2019 
with new speakers, events and ideas. 
Planning is well underway and event 
organizers want to hear from you.

By Kate Spatafora

mailto:kspatafora@mgigmedia.com
mailto:kspatafora@mgigmedia.com
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DEPT: In the Industry

RECORD GROWTH PROMPTS 
USEA TO EXPAND HQ

ORLANDO, Fla. — Citing record growth in both en-
rollment and staffing,  US Equity Advantage  has ex-
panded its Orlando, Fla., corporate headquarters by 
40%, the company announced.

Executives said the move, which creates a total of-
fice space of 12,000 square feet, comes in response to 
increasing demand for the company’s AutoPayPlus F&I 
service. USEA realized an approximate 50% increase in 
AutoPayPlus enrollments in 2018 and is on pace to do 
the same in 2019. In addition, the company’s sales sup-
port team has tripled in size over the last 12 months, all 
according to the announcement.

“Our office expansion supports USEA’s growing 
sales, dealer services, and customer support teams and 
was imperative for us to continue providing the level 
of service our dealership partners and customers have 
come to expect,” said USEA CEO Robert Steenbergh.

CALIF. DEALER 
WINS $15.8M IN 
TOYOTA LAWSUIT

SANTA ANA, Calif. — Southern California 
Toyota dealer Roger Hogan has prevailed in a 
lawsuit against the factory, which was ordered 
to pay $15.8 million for breach of contract with 
his Claremont and San Juan Capistrano stores.

Hogan sued the automaker in December 

2017, alleging retaliation following his efforts 
to remedy a defect in the electric power sys-
tems of the 2010–’14-MY Toyota Prius. He also 
petitioned the National Highway Traffic Safety 
Administration to force the manufacturer to 
replace the systems’ inverters, claiming facto-
ry-issued software failed to properly address 
the issue, which could lead to overheating un-
der normal driving conditions.

Hogan’s relationship with the factory be-
came contentious in 2011, when he developed 

Autovation, a safety recall notification system 
he said improved upon the factory’s. Toyota 
opposed Hogan’s and other dealers’ use of Au-
tovation, claiming it relied on proprietary data 
and, as a related and for-profit side business, 
the system represented a violation of Hogan’s 
dealer agreements.

Hogan said the system worked too well, 
costing the factory millions of dollars in war-
ranty work it wanted no part of. In retaliation, 
the dealer said, his dealerships received the 
bare minimum allotment of inventory for a 
two-year period leading up to the lawsuit.

“This is very disheartening to me that this 
company has come to this point,” Hogan told 
City News Service. “It breaks my heart. … My 
philosophy is never put a customer in a car you 
wouldn’t put your own family in. There’s no 
amount of money in the world to compensate 
for a lost family member. It’s just unconsciona-
ble, so we drew a line in the sand and the jury 
found we were justified in our actions and that 
Toyota concealed certain material facts to us.”

The jury did not find Toyota liable for fraud, 
which could have incurred punitive damages 
well in excess of the $15.8 million award. In a 
statement, factory spokeswoman Christine 
Henley did not rule out an appeal.

“While we respect the jury’s decision, we 
remain confident the evidence and testimony 
clearly demonstrated that Toyota abided by its 
contractual obligations to the Hogan dealer-
ships and has been transparent with its dealers, 
regulators and customers regarding the vehicle 
issues raised at trial. We will consider our op-
tions moving forward,” Henley said.

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

US Equity Advantage’s Central Florida office space now covers 12,000 square feet. 

A jury sided with Toyota dealer Roger Hogan, who pushed for a mechanical 
solution to an electric power system issue in the third-generation Prius, 
finding the automaker owes him $15.8 million for breach of contract.

Photo courtesy US Equity Advantage

Photo courtesy Toyota Motor Sales USA

https://www.ocregister.com/2019/07/15/toyota-dealer-wins-15-8-million-verdict-against-company/
https://www.ocregister.com/2019/07/15/toyota-dealer-wins-15-8-million-verdict-against-company/
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DEPT: In the Industry

KBB.COM NAMES 10 
MOST AWARDED CARS, 
BRANDS OF 2019

IRVINE, Calif. — Kelley Blue Book has released its 
list of the 10 Most Awarded Cars and 10 Most Awarded 
Brands of 2019. The rankings are based on the compa-
ny’s own award programs, including its Best Buy Awards, 
Best Auto Tech Awards, Best Resale Value Awards, 5-Year 
Cost to Own Awards and Brand Image Awards.

Various car accolade lists created by KBB.com’s ed-
itorial staff this year — including the  10 Coolest Cars 
Under $20,000, Best Family Cars, 10 Best SUVs Under 
$30,000, and many more — also were factored into the 
final count.

“Kelley Blue Book’s expert editors drive and review 
nearly every new car on the road each year, so we have an 
abundance of knowledge that fuels our editorial awards 
and accolades, while our analysts evaluate tremendous 
amounts of data to help determine which vehicles make 
the cut for Kelley Blue Book’s awards,” said Matt De-
Lorenzo, senior managing editor for Kelley Blue Book. 
“Kelley Blue Book’s Most Awarded Car for 2019 is the 
Jeep Wrangler, a recently redesigned icon and perenni-
al favorite that excels in many categories, while Honda 
leads as the Most Awarded Brand for 2019.”

DeLorenzo noted that Honda earned the top brand 
spot based in part on recognition earned for a number of 
individual models.

“The Accord, Fit, Civic, HR-V, Odyssey, Pilot, Clari-
ty, CR-V, and Ridgeline all earned accolades this year — 
including six Best Buy Awards — for an incredible total 
of 31 Kelley Blue Book awards in 2019,” he said.

FORD, VW REACH DEAL ON GLOBAL 
TECHNOLOGY PARTNERSHIP

NEW YORK — Ford Motor Co. and Volkswagen AG announced they are expanding 
their global alliance to include electric vehicles and will collaborate with Argo AI to in-
troduce autonomous vehicle technology in the U.S. and Europe.

Executives said the move positions both companies to better serve customers while 
improving their competitiveness and cost and capital efficiencies.

Volkswagen CEO Dr. Herbert Diess, Ford President and CEO Jim Hackett, and Argo 
AI CEO Bryan Salesky announced Volkswagen is joining Ford in investing in Argo AI, 
the autonomous vehicle technology platform company. Argo AI’s self-driving system 
will be independently integrated into purpose-built Ford and VW vehicles.

Ford and Volkswagen will have an equal stake in Argo AI, together owning a “sub-
stantial majority,” according to the announcement, with the remainder allocated to an 
incentive pool for Argo AI employees.

“While Ford and Volkswagen remain independent and fiercely competitive in the 
marketplace, teaming up and working with Argo AI on this important technology allows 
us to deliver unmatched capability, scale and geographic reach,” Hackett said. “Unlock-
ing the synergies across a range of areas allows us to showcase the power of our global 
alliance in this era of smart vehicles for a smart world.”

Company leaders also announced Ford will become the first additional automaker to 
use Volkswagen’s dedicated electric vehicle architecture and Modular Electric Toolkit 
to deliver a high-volume zero-emission vehicle in Europe starting in 2023. Ford expects 
to deliver more than 600,000 European vehicles using the MEB architecture over six 
years, with a second all-new Ford model for European customers under discussion.

“Looking ahead, even more customers and the environment will benefit from Volk-
swagen’s industry-leading EV architecture. Our global alliance is beginning to demon-
strate even greater promise, and we are continuing to look at other areas on which we 
might collaborate,” Diess said. “Scaling our MEB drives down development costs for 
zero-emissions vehicles, allowing for a broader and faster global adoption of electric ve-
hicles. This improves the positions of both companies through greater capital efficiency, 
further growth and improved competitiveness.”

The alliance, which covers collaborations outside of Volkswagen and Ford’s joint in-
vestments in Argo AI, does not entail cross-ownership between the two companies and 
is independent from the investment into Argo AI. The alliance is governed by a joint 
committee led by Hackett and Diess and includes senior executives from both compa-
nies. Executives said the companies also are on track to deliver medium pickup trucks 
for global customers, aiming to start in 2022, followed by commercial vans.

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

The Jeep Wrangler is Kelley Blue Book’s 
No. 1 most awarded vehicle for 2019.

Volkswagen AG CEO Dr. Herbert Diess (left) and Ford Motor Co. 
President and CEO Jim Hackett announced the factories’ new joint 
technology ventures at a press conference in New York Thursday. 

Photo courtesy Fiat Chrysler Automobiles

Photo courtesy Ford Motor Co.

https://www.fi-magazine.com/356828/kbb-com-names-10-coolest-cars-under-20-000
https://www.fi-magazine.com/356828/kbb-com-names-10-coolest-cars-under-20-000
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POWERBOOKING:
By Tariq Kamal

©gettyimages.com/fredgoldstein



3RD QTR 2019  P&A  |  9

N
o member of the auto finance 
industry is unaware of the 
scourge of intentional vehicle 
overvaluation, commonly re-
ferred to as “powerbooking.” 

It is a dishonest practice undertaken 
for selfish and shortsighted purposes, typically to secure fund-
ing for an inflated loan amount. 

Powerbooking is also bank fraud. Whether prosecuted by state 
or federal authorities, it’s a crime that can and has resulted in 
serious ramifications for F&I managers and dealers, up to and in-
cluding prison time. 

Overvaluation is typically discussed in terms of the harm it 
does to auto loan underwriters and the liability it creates for deal-
erships. But F&I product providers and administrators also can 
be victims of powerbooking. 

Those who sell GAP waivers and vehicle service contracts — 
and insurance companies that sell GAP insurance — are willfully 
deceived when dealership personnel engage in vehicle overvalu-

ation. GAP and VSC claim payouts are based on the value of the 
vehicle, accurate or otherwise. At a time when GAP losses in par-
ticular are mounting, providers can’t afford to overpay. 

Writing for the Q2 2018 issue of P&A, attorney, compliance 
expert, and former regulator Terry O’Loughlin, now an executive 
with Reynolds and Reynolds, cited a dealer and finance source 
consultant who concluded nearly 70% of the sales he reviewed 
were powerbooked. 

How can the industry solve this problem? Our sources offer 
three distinct but complementary approaches: 

SOLUTION NO. 1: DEALERSHIP-LEVEL  
TRAINING AND DISCIPLINE

Gil Van Over has uncovered countless instances of powerbook-
ing throughout his career as a compliance expert and dealer con-
sultant. The executive director of Automotive Compliance Edu-
cation and founder of gvo3 & Associates counts overvaluation as 
one of several potential bank fraud issues ACE vets with every 
dealership visit. 

“We find differing types of poten-
tial powerbooking, including nonexis-
tent options, misstating mileage, mis-
stating model or engine type, or using 
like invoices with a higher model se-
ries,” Van Over says. 

The consequences are discipline — up to and including ter-
mination — and retraining for F&I managers. Offenders are in-
formed of the many risks their behavior could have brought to 
bear on their employers. 

“These risks include potential chargeback from the finance 
source, the filing of a secret Suspicious Activity Report against 
the business and possibly managers, consumer litigation, and 
governmental inquiries,” says Van Over, adding that, in his ex-
perience, powerbooking rates are at least on the decline — for 
the most part. 

“We will terminate a dealer relationship if they refuse to 
correct the behavior or improve their processes,” Van Over 
warns.

Bill Kelly, executive vice president of Automotive Develop-
ment Group (div. Brown & Brown Insurance), says his com-
pany “constantly” monitors dealers, performing regular spot 
checks to uncover and discourage powerbooking. 

For certain stores, Kelly’s team takes things a step further, 
requiring photos of the vehicle in every deal jacket. 

“I will say making people add pictures of any adds to a ve-
hicle really helps curb any chance at powerbooking,” he says. 
“You have to inspect the process on a consistent basis.”

Kelly agrees with Van Over that the frequency of power-
booking appears to be decreasing — and that there is no good 
reason to maintain a relationship with a dealership where the 
culture fails to support real and lasting change. 

“I think that enough dealers have been stung that they un-
derstand that they have to have a zero-tolerance policy, so in 
the stores that we work with, I am not seeing it as much,” Kelly 
says. “So less frequent, but absolutely something that we need 
to continue monitoring or it will creep back.” 

Learn how industry insiders and outsiders are tackling vehicle overvaluation, an archaic 
practice that deceives customers, puts perpetrators at risk of criminal charges, and 
erodes profits for finance sources and F&I product providers and administrators. 

We will terminate a 
dealer relationship if 
they refuse to correct 

the behavior.

3 SOLUTIONS TO A 
PERVASIVE P&A PROBLEM
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SOLUTION NO. 2:  
ELECTRONIC 

CONTRACTING
Can technology succeed where training 
and discipline fails? It already has, says 
Ron Greer, vice president of provider 
services at Provider Exchange Network 
and a longtime proponent of electronic 
rating and contracting. 

“An econtract is the result of a con-
firmed rating process that produces an agreement within the 
provider’s system. There is no way a dealer could sustainably get 
away with powerbooking because of the audit trail,” Greer says. 
“You can do almost anything you want with paper.” 

An example could be listing and charging for a nonexistent 
product for which the F&I manager pockets the premium, then 
prays the customer never makes a claim. Put the same deal 
through the checks and balances that occur throughout the econ-
tracting process — all designed to promote if not ensure accuracy 
in every facet of the agreement — and “faulty practices” will soon 
be sniffed out, Greer says. 

“Without econtracting, the purchase agreement may disclose 
GAP, VSC, and roadside assistance and the price for each, but 
with no data behind it.”

SOLUTION NO. 3: BIG DATA
In June, Black Book announced the launch of its proprietary As-
set Verification Tool. Built by a team led by Director of Product 
Management Kyle Luck, AVT was designed specifically to detect 
overvaluation at loan origination for Black Book’s auto finance 
clients. But it soon became clear the technology could be applied 
to other markets, including GAP insurance. 

“There is an additional risk to the GAP insurer if the vehicle 
is not properly verified or described,” Luck says. “If the asset is 
overvalued during financing, powerbooking exacerbates the gap.” 

Just like banks and finance companies, insurance and F&I 
product providers will likely never “touch” the vehicle, increasing 

their reliance on accurate data. 
“Let’s say the vehicle is really worth 

$25,000, and you’re insuring it for 
$28,000. To be off by $3,000 on day 
one? That’s a lot of money,” says Jared 
Kalfus, Black Book’s executive vice pres-
ident of revenue. “We’ve been providing 
data to GAP insurers for years. Now 
we’re able to get a more precise VIN de-
code that leads to a more precise value.”

Kalfus stresses the need for accurate valuation starts but does 
not end at underwriting. GAP insurance and GAP waiver provid-
ers may have hundreds of thousands of covered vehicles on the 
road. In case of catastrophe, the combined loss on a book of over-
valued GAP claims could be staggering. 

In an effort to reduce that risk, Kalfus says, Black Book’s insur-
ance company clients are using AVT to “refresh” their portfolios 
— not just once, but constantly — to ensure they are depreciating 
vehicles correctly. 

“If you’re a GAP waiver provider, shouldn’t you be doing the 
same thing?” Kalfus asks. “Those companies have millions of GAP 
policies on the street. What are they on my books for and what 
are they worth today?”

Executives note the datasets that feed AVT — some of which 
are new to market — are also available to dealers through Black 
Book’s Cherry mobile app. Many are using it in the auction lanes. 

Kalfus predicts that dealers investing in new equity-mining 
tools for sales, service, and buy-back offers will soon find power-
booking has a negative downstream effect. Sales managers do not 
want to tell a visiting customer they have $3,000 in equity only to 
discover their trade-in was overvalued at purchase. 

After all, “They’re trying to sell another car,” Kalfus says. 
Overvaluation puts dealerships at risk and can cost F&I prod-

uct providers and administrators and finance sources on a per-
deal and long-term basis. It may take a combination of new tech-
nology and good old-fashioned thought leadership to finally put a 
stop to this destructive and costly practice. 

Cover Story

An econtract is the result 
of a confirmed rating 

process that produces 
an agreement within the 

provider’s system. You 
can do almost anything 

you want with paper.
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F&I product providers and administrators — and the dealers you serve — will 
benefit from the growing reach and influence of single sign-on technology.

I 
recall an industry event, years ago, 
where the speaker rooms, exhibit 
hall, conference rooms, restrooms, 
and lounge were all in different lo-
cations throughout an expansive 

convention center — with some areas 
on separate floors! 

The traffic flow for that event was a 
nightmare. 

Traversing the maze meant the peo-
ple you hoped to speak with could be 
anywhere. Attendees spent consider-
able time walking from place to place, 
searching out networking opportunities. 
What’s worse, time for personal needs 
meant racing between sessions. 

I remember wondering if any thought 
had been given to attendee efficiency for 
that event, which brings me to digital 
retailing. 

THE DIGITAL LANDSCAPE
Digital retail entrepreneurs and their 
dealership clients — including those 
who pioneered digital retailing — offer 
systems that feature enhanced benefits. 
If these systems and their combined 
features do not connect into a single, 
streamlined experience, no matter how 
convenient within themselves, they fall 

short of expectations.
The automotive tech industry is re-

sponding in meaningful and significant 
ways to the change in digital retail. One 
example is the emerging digital retail au-
tomotive ecosystem that helps dealers de-
liver an end-to-end digital sales and F&I 
experience.

In the landscape of financial technol-
ogy, or “fintech,” there are many amaz-
ing innovations to bring convenience, 
accessibility, and control to consumers, 
 including:

•  Credit application apps.
•  Trade appraisal apps.
•  Payment calculators.
•  Affordability apps.
•  Finance and leasing apps.
•  F&I product apps.
•  Cars as a Service (CaaS) apps.
•  End-to-end smartphone apps for 

buying, selling, and financing. 
As the industry brings these and oth-

er online tools into a single sign-on (or 
“SS0”) practice, the industry will deliver 
a complete customer experience — for 
the dealership, participating vendors, and 
their customers. 

A study by Roadster, the online retail 
sales and leasing platform, offers insight 

into why SSO convenience would im-
prove the online retail experience. 

Roadster’s study showed that nearly 
25% of consumers said the dealership 
asked them for information they already 
had completed online. Furthermore, 
41% were asked to resubmit basic con-
tact information, 43% were asked to 
recomplete their credit applications, 
33% were asked to restate their desired 
payment terms, and 25% were asked to 
restate their vehicle of choice.

Plug-in apps, whether as attachments 
to the dealer’s website or loaded onto 
consumers’ smartphones, are a favorite 
convenience. They perform the “road to 
the sale” and qualifying tasks that were 
once in the domain of the dealership 
sales staff. 

Considering that, according to eMar-
keter, the average consumer spends 
more than three hours per day on their 
smartphone, dealers who want to be seen 
must make some effort to compete here.

The benefits and challenges these 
apps present are not strictly technical 
ones. They deliver what consumers have 
been asking dealers to provide for years 
— convenience, transparency, and expe-
rience satisfaction.

By Imran Mussani
©gettyimages.com/SvetaZi
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Roadster’s Express Storefront seems 
to deliver on that request. The in-store 
app empowers salespeople “to assist a 
consumer through the entire car buying 
process by placing [the] dealership’s in-
ventory, pricing, incentives, and finance 
plans at their fingertips,” according to a 
company press release.

CONNECTING THE PIECES
SSO technology eliminates duplicate and 
redundant data entry, reduces screen 
flip-flop, and keeps the deal active and 
moving forward. 

SSO saves steps and time, eliminates 
errors, and puts the focus of better en-
gagement squarely on the customer. 

SSO organizes the exhibit hall — and 
the dealership — so everyone spends less 
time running from place to place, giving 
them more time for meaningful human 
interactions.

Techopedia defines SSO as “an au-
thentication process that allows a user 
to access multiple applications with one 
set of login credentials. SSO is a common 
procedure in enterprises, where a client 
accesses multiple resources connected to 
a local area network.” 

SSO, Techopedia notes:

•  Eliminates credential reauthenti-
cation and help desk requests, thus 
improving productivity.

•  Streamlines local and remote appli-
cation and desktop workflow.

•  Minimizes phishing.
•  Improves compliance through a 

centralized database.
•  Provides detailed user access re-

porting.

THE DIGITAL SHOWROOM
SSO, while a critical component of our 
ability to deliver an authentic end-to-end 
retail experience, is only the technical 
side of the challenge it seeks to address. 
The less quantifiable part is human inter-
action and human satisfaction.

So, while robust digital technology 
enables salespeople to run credit, value 
a trade-in, scan a driver’s license, and get 
a customer’s price or financing approved 
right at their fingertips, customers still 
seek face-to-face interaction with sales 
associates.

“Technology can be an incredibly im-
portant part of the car buying transaction, 
but it takes more than just good software 
to achieve significant efficiency gains,” 
said Andy Moss, CEO of Roadster, in a 
press release.

In a recent article, “Industry Disrup-
tion: What’s Affecting Auto Retail,” Mi-
chael Arcure of Citrin Cooperman offered 
advice for dealers wanting to stay con-
nected to their customers and transform 
the dealership experience. Among other 
pointers, the author advised dealers to 
enable online test-driving scheduling and 
stretch the maximum demo time to two 
hours, employ “personal shoppers” (or 
“product specialists”), and offer online 
sales, a virtual purchase assistant, vehicle 
subscription services, and waiting-room 
kiosks. 

Cox Automotive noted in “Making Car 
Buying Cool Again,” that online retailing 
is demanding that dealers up the ante on 
how they play in the physical showroom.

“After all, when 89% of consumers 
still want to sign final paperwork at the 
dealership, but 83% want to take at least 
one step online during their purchase, the 
message seems clear: The way to make 
car buying cool again is to integrate the 
power of digital retailing with the consis-
tent service of knowledgeable dealership 
staff,” Cox analysts wrote, in part.

WHAT PROVIDERS 
NEED TO KNOW

Through one login, SSO brings togeth-
er all data essential to work a deal, in-
cluding inventory selection and vehicle 
build, trade appraisal tools, payment 
calculator, credit bureau, F&I apps, and 
more. 

SSO helps bring together the seamless 
end-to-end transaction that digital retail 
has promised for years. 

We see this being accomplished in one 
respect today, with digital F&I tools, by 
delivering SSO functionality throughout 
the emenu, erating, eremittance, and 
econtracting phases of a deal.

Your ideal partners to help you bring 
your dealers SSO simplicity will bring to 
the table:

•  Deep digital experience with end-to-
end sales and F&I channels.

•  A senior-level working knowledge of 
changing consumer behaviors, life-
styles, and purchasing needs, inter-
ests, and how they want to engage 
with you and other retailers.

•  The track record, platform, apps, 
and tools necessary to fast-track 
your infrastructure and culture to 
deliver highly functional, custom-
er-interactive, predictive analysis–
based consumer applications that 
help you brand your store along the 
customer journey to pull in more 
consumers’ transportation dollars.

•  A broad industry perspective cou-
pled with a clear vision of how to 
help you utilize the fintech provid-
ers that make sense for you — and 
how to put into place their technolo-
gies and focus them to your win-win 
advantage.

SSO is about removing barriers in your 
processes. It provides a command-center 
perspective over all the retail tools on 
which you now rely. This being the case, 
advise dealers not to neglect established 
digital retail technology vendors who 
continue to innovate in their space, who 
embrace good ideas wherever “invented,” 
and who are stable, organized, and smart 
— these are their best SSO partners to 
help them carry their own SSO digital re-
tail experience forward.  

IMRAN MUSSANI IS VICE PRESIDENT OF MAXIMTRAK 
OPERATIONS FOR ROUTEONE HOLDINGS LLC.

©gettyimages.com/SvetaZi
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The P&A segment can play a pivotal role in closing the communication 
gaps that can leave car buyers unprotected and undo the work of the 

dealer, their finance source, and their F&I product provider. 

I
t’s a common occurrence. The cost of F&I and aftermarket 
products sold by a dealership ultimately becomes part of 
the consumer’s monthly loan payment when financing a car 
purchase. The finance source paid the dealership upfront to 
ensure the consumer has the safety, security, and comfort 

afforded by the aftermarket products purchased.
But what happens when the consumer looks to use these prod-

ucts and services only to find out their policy doesn’t exist? All 
too often, a situation occurs where the consumer has no coverage 
in effect when it’s needed. Both the consumer and the financier 
have paid their part for a policy they expect to be in effect. How 
could this happen? Why would this happen? Who’s responsible 
and who’s going to fix it? 

MIND THE GAPS
Consumers, banks, and finance companies aren’t the only 
ones looking for answers; so too are the U.S. Consumer Fi-
nancial Protection Bureau and the Office of the Comptroller 
of the Currency, and they are joined by the governing bodies 
of many states.

The information gap in the contract origination process can 
feel almost impossible to understand, let alone solve. A break-
down in communication between the dealer, finance source, and 
F&I product provider often starts the moment a consumer pur-

BY: Gary Peek

Faced with both federal and state 
regulations, these knowledge and 

communication gaps can put lenders 
in jeopardy of steep fines and 

damage their reputation in market.
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chases a F&I product from the dealer-
ship and can derail the entire lifespan of 
a contract. 

This misalignment is further fu-
eled by a commonly manual, disjointed 
contract and remittance process, mak-
ing it easy for the contract or payment 
to never achieve activation by the F&I 
product provider. 

A communication gap regularly 
bubbles up at two key points during 
the origination process: The first is when an F&I product is pur-
chased by the consumer and funded by an outside source, the 
dealership must in turn remit the payment to the F&I product 
provider. Unbeknownst to the consumer and lender, if a prob-
lem occurs with remittance — for any reason — coverage is nev-
er activated. 

Similarly, there are cases where a contract is voided, for vari-
ous reasons, and a corrected version is submitted by the dealer-
ship (usually within 30 to 60 days of contract origination). If the 
aftermarket product contract is never resubmitted along with 
payment to the product provider, no policy or coverage will be 
in effect when the consumer needs it most. 

REGULATIONS AND NEXT STEPS
Faced with both federal and state regulations, these knowledge 
and communication gaps can put lenders in jeopardy of steep 
fines and damage their reputation in market. At the federal lev-
el, both the CFPB and the OCC keep a sharp eye on how lenders 
handle the refunds due on F&I products — and many states are 
now putting their own regulations in place. 

Amid rising regulatory scrutiny, any gap or breakdown is 
exacerbated by a current lack of transparency in the market, 
making compliance an uphill battle for lenders. To consumers, 
it can feel like lenders and dealers are deliberately misleading 
them — which is far from the truth. Dealers, lenders, and prod-
uct providers are looking to correct this misconception using 
technology; helping them work better together to deliver a more 
open, accurate, and seamless experience for the consumer. 

The stakes are high for all parties. Lenders understand the 
need for consumer protection in this regard, and lenders are 
trusting that the products they are funding on behalf of con-
sumers are indeed in effect. Without consumer trust, people 
will stop buying these products, and the whole system will fall 
apart; hurting dealer, financier, and product provider profitabil-
ity as a byproduct.

So, how do you close the communication gap in the origina-
tion process? 

It starts with F&I product verification, arguably the most im-
portant step for both finance sources and F&I product provid-
ers in a broader compliance management program. Lenders can 
leverage new digital verification tools to confirm all their funded 
policies are activated and will result in coverage for the consumer. 

Verification requests are typical-
ly initiated 60 to 180 days after origi-
nation, allowing enough time for the 
contracting process between the deal-
ership and product provider to be fi-
nalized. Once the verification request 
is sent, the product provider is able 
to determine whether the dealership 
has remitted the wholesale cost of the 
product to activate the policy. The ver-
ification process promotes a collabora-

tive environment that enables dealerships, product providers, 
and finance sources to share data, helping drive greater market 
transparency, compliance, and consumer trust. 

At the end of the day, whether you’re a dealer, finance ex-
ecutive, F&I product provider, or regulator, it’s all about using 
technology to work better and deliver an enhanced experience 
to keep consumers happy and business thriving. With the right 
verification processes in place, all parties can work together to 
overcome the current gap in communication that’s threatening 
their profitability and negatively impacting consumers.  

GARY PEEK IS VICE PRESIDENT AND GENERAL MANAGER OF F&I EXPRESS.
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DEPT: Compliance

A
t the 2019 Agent Summit, a person of high rank posed the 
following question:

If a dealer discovers that one of his employees is engaging 
in illicit activity, such as payment packing or powerbooking, 
should that dealer report it to a government agency? 

In the vast majority of cases, the answer is a firm “No.” In 
fact, it should be “Hell no.” There are rare exceptions to this as-
sertion, however. 

WHAT MOTIVATES GOVERNMENT 
REGULATORS?

Government regulators are rewarded for making cases, especially 
state attorneys general. In fact, promotions and salaries are often 
based upon how much money is brought into the agency. In addi-
tion, some regulators do not trust the private sector and seek to 
discipline businesses, believing that they exploit the public. This 
view of regulators is especially true regarding car dealers. 

If regulators benefit from sanctioning dealers and do not, on bal-
ance, trust dealers, would such regulators be, in any way, sympathet-
ic to dealers should they self-report? The answer is no — govern-
ment agents do not like dealers and they are not friends to dealers. 

There are exceptions to this central point. 
The first exception is if the dealer is being audited, or is au-

dited routinely, by a government agency and the infraction might 
be uncovered. For example, if a dealer has been prosecuted be-
fore, and the settlement provides that the government agency 
will be conducting periodic audits to enforce that settlement, the 
dealer should consider self-reporting. Alternatively, if the dealer 
operates in a state where there are routine audits, and the illicit 
transgression will be uncovered, this course of action should be 
considered as well. 

The second exception would be if a dealer knows that he will be 
audited, or there is a high probability that an audit or investigation 
will be undertaken, and the problem will be identified. For example, 
if the dealer has received a subpoena, or expects a subpoena, that 
dealer should be prepared to redress the infraction. 

The third exception is when a dealer wishes to defend himself 
and is being targeted along with a number of other dealers regarding 
similar infractions. It may be wise to seek clemency and be a cooper-
ative witness regarding the announced investigation.

Many years ago, this writer, on behalf of the Florida Attorney 
General’s Office, was involved in a statewide investigation of a 
particular group of dealers. This dealer group’s strategy was to of-
fer one of its members as the sacrificial lamb to resolve the state-
wide investigation. 

Should Dealers Self-Report Legal Violations?

Self-reporting compliance issues is an 
honorable notion and one propagated 
by CFPB guidance. Former regulator 
suggests dealers take such matters 
seriously but stop short of reporting 
— with certain exceptions. 

BY: Terrence J. O’Loughlin,  
J.D., M.B.A.
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To defend himself, this sacrificial dealer decided to help the 
attorney general’s office in its investigation, revealing all the vio-
lations in which many of the stores across the state were engaging. 
By doing so, that party received better treatment by the attorney 
general’s office than it would have otherwise. If any dealer is placed 
in this situation, it should follow this example, but should do so ju-
diciously. It would be a rare exception. 

If a dealer decides to self-report, he should do so only after he 
has had the opportunity to fully study the problem and fashion a 
complete remedy as explained below. 

It bears repeating that dealers will always know their businesses 
far better than any regulator regardless 
of how diligent that regulator might be. 
Never assume that regulators know fully 
what violations have been made. This is 
another reason not to confess your sins 
to the state. 

TO THE CONTRARY
The U.S. Consumer Financial Protec-
tion Bureau takes a different view. The 
CFPB’s Bulletin 2013-06, “Responsible 
Business Conduct: Self-Policing, Self-Re-
porting, Remediation, and Coopera-
tion,” strongly encourages supervised 
entities to self-report their violations. 
Salient portions of this bulletin are 
worth quoting:

“… Prompt and complete self-reporting to the Bureau of significant 
violations and potential violations is worth special mention.” 

 “Specifically, a party may proactively self-police for potential viola-
tions, promptly self-report to the Bureau when it identifies potential vi-
olations, quickly and completely remediate the harm resulting from vio-
lations, and affirmatively cooperate with any Bureau investigation above 
and beyond what is required.” 

“It must be emphasized, however, that in order for the Bureau to con-
sider awarding affirmative credit in the context of an enforcement investi-
gation, a party’s conduct must substantially exceed the standard of what 
is required by law in its interactions with the  Bureau.”

In other words, a business is being asked to self-report a vio-
lation, but it may not necessarily receive special treatment in ex-
change for this self-reporting. There is no assurance that it will be 
treated better. In fact, it may be disciplined and fined in the same 
manner, as if the CFPB unilaterally identified the problem. Finally, 
the business must “remediate the harm” and cooperate “above and 
beyond what is required.” This is a very high standard to surmount. 

This writer recalls an attorney, who formerly worked for the 
CFPB, who argued that businesses should welcome their routinely 
visiting regulators since businesses could work through problems 
with these routine visitors. That attorney must have never heard 
or understood the proverb, “Never let a camel get his nose under 
your tent. If the camel once gets his nose in the tent, his body will 
soon follow.” 

Dealers should try their best to avoid having anyone from gov-
ernment visit their stores. Regulators will constantly be monitoring 
for any other violations at the store, which may be totally unrelated 
to their announced purpose. In an era where dealers are incredibly 
regulated, it’s daunting for dealers to meet all compliance require-
ments. Something may go amiss and woe to that dealer who allows 
a visiting regulator to discover it. 

The good news for franchise dealers is that they are not subject 
to the CFPB’s direct supervision, a point of angst for many in gov-
ernment. The same cannot be said for buy here, pay here dealers 
and many independent dealers. Nevertheless, the CFPB’s rationale 

would apply to state agencies as well. 
Finally, dealers who gain a market-

ing advantage by not following the law 
should not disadvantage honorable deal-
ers who do follow the law. For example, 
dealers who deceptively advertise their 
vehicles may attract potential customers 
at the expense of dealers who advertise 
honestly. 

Honest dealers should consider noti-
fying a government agency, such as the 
state attorney general, about this decep-
tive advertising or other violations. They 
can do so anonymously, which would be 
prudent. When this writer worked at the 
Florida Attorney General’s office, he re-

ceived numerous anonymous examples of these violations in the 
mail. These violations were rectified to the betterment of the indus-
try, especially honest dealers. 

REMEDIES
If a dealer discovers that someone at the store is engaging in illegal 
activity, and consumers are harmed, the dealer should fire that em-
ployee and provide complete restitution to the harmed consumers. 
This is a case where the dealer’s attorney should be consulted. The 
consumers should sign a release indicating that they will not pur-
sue any further legal action and, as a condition of the settlement, 
these consumers will agree to keep the matter private. 

Such settlements would not be a bar to attorney general action, 
or other government action, unfortunately. Nevertheless, should a 
government agency investigate the matter, after these settlements 
are struck, there would be far less reason for that government agen-
cy to continue its action and seek damages and restitution. 

Periodic internal audits and audits by independent third parties 
are always advisable. Dealer operations are complex and certain 
transactions should be reviewed in order for intentional acts or neg-
ligent acts to be isolated and redressed. As always, dealers should 
remain alert. 

Govern yourselves accordingly.    

TERRENCE J. O’LOUGHLIN, J.D., M.B.A. IS THE DIRECTOR OF 
COMPLIANCE AT REYNOLDS DOCUMENT SOLUTIONS 
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T
he Financial Accounting Standards 
Board’s ASC 606 will have a major 
accounting impact for any entity 
which receives contingent commis-
sions, or “retros.” In general, you 

will be required to recognize any estimat-
ed future commissions or retrospective 
payments as revenue at contract inception.

It may also apply if you have an excess 
contractual liability policy and place the 
funds in a trust account in which the trust 
account is not part of the assets of an insur-
ance company.

For private companies, “Accounting 
Standards Update 2014-09: Revenue from 
Contracts with Customers and created 
Accounting Standards Codification Sec-
tion 606” (as it is formally known) is ef-
fective for annual reporting periods begin-
ning this year.

For example, suppose you have a ret-
roactive commission for a block of service 
contracts. The commission is defined as 
100% and loss ratio as 10%. Therefore, the 
insurance company is allowed a 10% mar-
gin before paying commissions. Typically, 
deals such as these have formulas on paying 
these commissions, such as the book must 
be 50% earned.

The actual accounting standard relates 
to a five-part accounting test:

Part 1: Identify the contract. This part 
is easy; it is just the service contract.

Part 2: Identify the separate perfor-
mance obligations within a contract. 

Typically, the performance obligations 
would be paying claims, issuing refunds, 
and perhaps claim adjustment expenses. 
When these occur, they will generally not 
be uniform over the life of the contract.

Part 3: Determine the transaction 
price.

Part 4: Allocate the transaction price 
to the performance obligations.

Part 5: Recognize revenue as each 
performance obligation is realized. This 
would typically be done using an earnings 
curve to recognize revenue in proportion 
to losses.

With all that in mind, let’s address a few 
frequently asked questions: 

WHOM DOES THIS IMPACT? 
ACS 606 will impact any entity reporting 

under GAAP accounting standards, which 
is not an insurance company. For exam-
ple, if you are an administrator and have 
a contractual liability reimbursement pol-
icy, the underlying loss experience might 
be reinsured into a controlled reinsurance 
company. This would be exempt. 

However, if you receive a retrospective 
commission or hold the funds under an ex-
cess contractual liability policy, you would 
likely be subject to this  guidance.

WHEN IS THIS EFFECTIVE, 
AND WHAT ABOUT MY 
EXISTING CONTRACTS? 

 For private companies, this standard is ef-
fective for annual reporting periods after 
Dec. 15, 2018. Therefore, if your fiscal year-
end is Dec. 31, 2019, it would be effective 

DEPT: Actuary

Will ASC 606 Impact Me?

Released in 2014 and in 
effect private companies 
as of this year, the FASB’s 
ASC 606 will have a 
significant impact on the 
P&A segment. Actuarial 
experts break down 
the new standard and 
answer your FAQs. 

By Lee Bowron and 
John Kerper

POLICY YEAR 2019 SERVICE CONTRACTS

Year
Percent 
earned1

Expected 
loss ratio2

Actual loss 
ratio3

Retro 
received4

Expected 
retro5

Revenue 
reported6

1 5% 61% 70%  n/a $290,000  $290,000 

2 35% 60% 60%  n/a  $300,000  $10,000 

3 45% 58% 55%  n/a  $320,000  $20,000 

4 65% 55% 52%  $247,000  $350,000  $30,000 

5 85% 56% 55%  $50,500  $340,000  ($10,000)

6 98% 57% 57%  $25,900  $330,000  ($10,000)

7 100% 54% 54%  $36,600 $360,000 $30,000 

$360,000 $360,000 

1 Percent earned as determined by formula
2 Estimate of the ultimate loss ratio for this policy year, as of year-end
3 Actual loss ratio of policy year
4 Retro formula: If percent earned is less than 50%, then zero else (100% minus actual loss 
ratio minus margin) multiplied by premium multiplied by percent earned. Result is not less 
than zero and less any prior amounts paid. 
5 Formula: (100% minus expected loss ratio minus margin) multiplied by premium
6 Difference in expected retro for current year
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for this annual reporting period. There are 
transition rules which provide different 
options for contracts which originated un-
der the prior  standard.

WHY IS THIS HAPPENING 
AND HOW IS THIS 

DIFFERENT?
Under U.S. GAAP accounting standards, 
revenue recognition was often complex 
and there were different rules for different 
industries. ASC 606 is more “inline” with 
international standards and provides a 
principles-based approach for revenue rec-
ognition across various industries.

In the past, most companies simply 
recognized this type of contingent revenue 
when received.

CAN YOU GIVE ME 
AN EXAMPLE?

 The table on Page 18 is a hypothetical ex-

ample of revenue recognition under ASC 
606 compared to actual received pay-
ments, assuming a premium of $100,000, 
a 10% margin, a retro of 100% minus loss 
ratio minus margin paid when 50% is 
earned, and an initial expected loss ratio 
of 60%: 

In this example, most of the revenue is 
received in Year Four, but the entire esti-
mated retro is recognized in Year One. The 
revenue in future years simply reflects a 
“true-up” between the initial estimate and 
the revised estimate and actual results. 

Actual receipt of contingent revenue does 
not impact the revenue reported. After all 
contracts have expired, the total revenue 
recognized and received is the same.

Audited GAAP financial statements 
will need support on assumptions regard-
ing retrospective revenue. As a practical 
matter, revenue will increase for the first 
few years until prior contracts have ex-
pired.

Since insurance entities are exempt 
from these requirements, it may make 
reinsurance or other risk transfer mecha-
nisms more favorable.

And, of course, any individual situation 
will be fact dependent and you should rely 
on your accountant and actuary for appro-
priate advice on your situation.   

LEE BOWRON, ACAS, MAAA AND JOHN KERPER, FSA, 
MAAA ARE CO-FOUNDERS OF ACTUARIAL AND INSURANCE 
CONSULTING FIRM KERPER AND BOWRON LLC.

Under U.S. GAAP 
accounting 

standards, revenue 
recognition was 

often complex and 
there were different 

rules for different 
industries.
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A
n entrepreneur by nature, Mark Nagelvoort has always 
bet big on F&I. As the president and CEO of Chica-
go-based PCMI Corp., he wages an ongoing effort to 
provide technology to help automate processes for ad-
ministrators and insurers. P&A caught up with Nagel-

voort to ask how he got his start, where the industry is headed, 
and why the ability to provide around-the-clock service is the 
secret to his company’s success. 

Mark, are you originally from Chicago? 
Yes, I grew up on the South Side of Chicago and earned my BS 
and MS in math and computer science from Northern Illinois 
University. I started my first company, NAT Inc., at 23. And ever 
since then, I’ve always had an office in Chicago. 

You started your first company at 23? 
I did. My inspiration derived from when I was a consultant in 
the advanced practices of a Big 6 accounting firm, which I joined 
right out of college. My first major client was an insurance com-
pany in Chicago who was the insurer for American Warranty 
Corp., an F&I administrator. They were an early pioneer in this 
space, which really piqued my interest. I wound up spending sev-
en years with that one customer. 

Along the way, I had the opportunity to meet many third-par-
ty administrators and agents, which resulted in learning the ins 
and outs of their business. I realized there was a tremendous op-
portunity to automate and streamline the full lifecycle of a TPA’s 
administration processes. That is why I started NAT Inc. in 1980.

At NAT, we built out some great administration system capa-
bilities. We actually built the SCS Auto platform, which was later 
acquired by Dealertrack. I stayed on as president of the NAT divi-
sion of aftermarket services for a couple years, then left. Dealer-

track kept most of what we built but spun off the administration 
system.

Why leave Dealertrack? 
I’m an entrepreneur. I’ve always been passionate about the deal-
er space and using technology to improve administration, so 
while I waited for my noncompete to expire, I was constantly 
evaluating the marketplace. 

Then, in 2012, I saw an opportunity to reenter the space with 
our new and improved platform, Policy Claim and Reporting 
Solutions. I brought along two key players from NAT Inc. — Greg 
Kasprzycki as COO and Eduard Zilberg as lead developer — who 
are experts in the industry. Since they developed our original 
platform, we learned from the limitations of that system and used 
that to form a vision for the PCRS system that would set us apart 

An Interview With Mark Nagelvoort

I realized there was a tremendous 
opportunity to automate and 

streamline the full lifecycle of a 
TPA’s administration processes.

P&A keeps up with the needs of a 
demanding market with Mark Nagelvoort, 
president and CEO of PCMI Corp.

By Tariq Kamal

Mark Nagelvoort is president and CEO of PCMI 
Corp., the company he founded in 2012. 

Photos courtesy PCMI Corp.
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from our existing competitors. It gave us the opportunity to do 
everything we didn’t get to do the first time around. 

What’s a good example? 
One of the main limitations we identified was that large custom-
ers, like OEMs and big administrators, wanted to implement a 
system in phases. Also, we knew that everyone already had a pack-
aged or in-house platform, so we created a modular system. This 
modular approach allowed customers to utilize each module in-
dividually to enhance their current systems or phase out a legacy 
system, as well as to implement all at once as a complete solution. 
For example, we can take our reinsurance module and attach it to 
any administration platform to help get additional revenue. 

We also don’t believe in a “one-size-fits-all” solution. That is 
why our tagline is “Your Technology Partner.” We see ourselves 
as more than just your software provider. We really take the time, 
energy, and effort to customize our system in order to meet our 
clients’ needs and understand their business. We have a real pas-
sion and commitment to technology.

Sounds like an easy sell. 
It is. We’ve been able to attract some of the leading players in the 
space. Our system has helped so many different types of compa-
nies from major corporations to small companies. We even have 
clients that are comprised of just four employees. They’re just 
starting out and need something that’s 
prebuilt, so they can get products out in 
a 90-day window without hiring more 
 personnel. 

We designed our system to empower 
our customers and give them the ability 
to build and define their own products 
without even talking to PCMI. Since 
customer buying habits are constantly 
changing, it is imperative for F&I ad-
ministers to configure and launch new products rapidly in a sys-
tem that automates the full lifecycle of their products. Our sys-
tem can do this and help improve dealer relations and customer 
experience by our focus on dealer participation programs such as 
reinsurance, to give more visibility into their financial reporting. 
We also have tools that focus on accounting, billing, reporting, 
automation of claims, and integration to 70-plus industry plat-
form partners.

Any challenges along the way? 
Well, we didn’t expect to grow so quickly. With growth comes hir-
ing. The company started with just me, Greg, and Eduard and has 
now grown to 98 staff members in our Chicago, Europe, and Asia 
offices. The biggest strength we have at PCMI is our people and 
the extensive experience and knowledge they have of the industry, 
which allows us to understand our clients’ needs. One of the most 
rewarding parts of this growth is being able to watch my staff 
learn and grow, not only professionally, but personally as well. 

Why open more than one office?
We believe that our global presence in the U.S., Europe, and 

Asia is essential to our continuous around-the-clock innova-
tion and customer support. So, at the end of our day in Chicago, 
a team member in Asia can pick right up on a project, pass it 
along to Europe, and it’s completed by the time we come back 
in the next morning. We are literally working around the clock 
to meet our clients’ needs much faster. 

We also have customers who are 
growing internationally. We have a 
large penetration in the U.S. and Can-
ada and we recently launched our soft-
ware in Brazil. We knew that having 
offices on different continents would 
allow us to provide support for cus-
tomers who wanted to expand global-
ly. This was also one of the things we 
decided from the start, to be able to 

support our clients in any language, with any currency, for any 
product. 

We look forward to helping our customers explore new mar-
kets both domestically and globally. 

How do you ensure your software 
is running smoothly?
We decided to take advantage of SaaS cloud technology and 
partnered with Rackspace, the leader in managed hosting 
services. They built us a customized system infrastructure, 
which receives 24/7 white-glove datacenter support from their 
team of experts. This allows our team to focus on continually 
enhancing PCRS while giving our customers what they want 
— speed and reliability. 

What will the near future bring? 
It’s an extremely exciting time and there is a lot of opportunity 
for the industry. We will continue to see that F&I products are 

We see ourselves as 
more than just your 
software provider.

PCMI started with Lead Developer Eduard Zilberg, 
Nagelvoort, and COO Greg Kasprzycki. 
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essential for retaining customers and building out the dealer-
ship experience. It’s clear that people in the U.S. and around the 
world are going to be shopping for cars online. Making sure F&I 
products are properly presented is vi-
tal and as an industry, I think we need 
to focus on getting F&I earlier in our 
process to provide customer with all 
they need from the start. So the indus-
try expectations overall are only going 
to increase, and technology is going to 
become more and more important.

We are constantly aligning our 
development efforts to keep up with 
these changes. We’ve expanded our offering to now include 
Platform as a Service, which means you can write your own 
applications on top of our software or extend our platform be-
yond what we envisioned. For example, one client decided they 
wanted to insert credit life into PCRS. Others want to create 
smartphone apps for claims. We also have APIs that allow you 

to connect with other platforms that are driving the industry. 
These are the types of things we invest in to make sure we are 
always staying up-to-date and being innovative. 

Has the challenge 
been worth it? 
Absolutely. I owe a lot of this to my 
wife, who truly understands me. Back 
in 2012 when my noncompete expired, 
she said, “You need to get the team 
back together and start again. Then 
you’ll be happy.” It was a challenge 
to come back and open three offices 

without a single customer and it was a massive personal finan-
cial risk. But I realized we had to do something great or it just 
wouldn’t work. So I’m grateful to my wife, those customers 
who trusted us in those early years, and to our team who made 
it all happen. I’m just trying every day to build an organization 
they can all be proud of.  

We are literally working 
around the clock 

to meet our clients’ 
needs much faster.

PCMI’s growth has been steady and, at times, surprising, even to its founder. 
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APCO APPOINTS 
MCKENNA TO 
SVP ROLE

NORCROSS, Ga. — Automotive in-
dustry veteran  Matt McKenna  has 
joined APCO Holdings LLC, home 
of the EasyCare and GWC Warranty 
brands, as senior vice president over-
seeing its GWC Warranty business 
unit and APCO Holdings marketing 
efforts.

McKenna spent 15 years with Au-
totrader, now part of Cox Automotive, 
where he helped grow the business from a startup into a leading provider 
of third-party car-shopping sites, including Autotrader as well as KBB.
com, with more than $1 billion in annual revenue.

McKenna is a graduate of Michigan State University and the Harvard 
Business School Advanced Management Program. Prior to joining Au-
totrader, he served in leadership roles with major automotive marketing 
agencies Campbell-Ewald and J. Walter Thompson, focused on the Chev-
rolet and Ford brands, respectively.

“Matt brings with him a track record of success as a leader and strate-
gist, and as our company grows, so does our need for executives of his cal-
iber,” said Finbarr O’Neill, Chairman & CEO of APCO Holdings. “We are 
extremely happy to have him onboard at this critical time leading GWC 
Warranty and our marketing efforts for APCO Holdings.”

Citing a Federal Reserve study that found four in 10 Americans would 
struggle to cover an unexpected vehicle repair expense of as little as $400, 
McKenna said he recognized the opportunity to join a company dedicated 
to helping consumers mitigate the financial risk associated with vehicle 
ownership.

“I’m excited to help grow the APCO business. All I had heard about 
APCO, EasyCare, and GWC has proven to be true. The people here care 
about each other and work together to deliver value to our clients, our 
dealers, and the ultimate end user: the car owners.” McKenna said. “Well 
before joining the company, I was a user of APCO product offerings — the 
value just made sense.”

AUL PROMOTES 
GARNER, 
MCCARTHY TO SVP

NAPA, Calif. — Citing rapid growth 
and expansion into a full-service  F&I 
provider, AUL  Corp. solidified its 
top-tier  executive team with the pro-
motions of Jason Garner to senior vice 
president of strategic product develop-
ment and Paul McCarthy to senior vice 
president of agency and dealer sales, 
the company announced.

Garner will now  provide  leader-
ship on enhancing  the firm’s offer-
ings, including new products, partic-
ipation programs, and key initiatives, 
said Jimmy Atkinson, AUL’s president 
and CEO.

“Jason’s vast industry knowledge 
will be key in anticipating changes in 
the market and addressing them pro-
actively,” Atkinson said. “From the 
advancement in technology to con-
tinued expansion as a full F&I prod-
uct provider, he will be instrumental 
in identifying opportunities for AUL 
to continue driving the industry 
 forward.”

McCarthy’s promotion is testament his demonstrated expertise and 
leadership as AUL’s vice president of national sales, a position he has held 
since January, Atkinson said.

“Since joining us in January, Paul has had a substantial impact on our 
sales growth and with his two decades of dealership management experi-
ence, he brings a wealth of knowledge and experience to his national lead-
ership role. As SVP of agency and dealer sales, Paul is ideally positioned 
to grow our two largest customer bases.”

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

Photo courtesy of APCO Holdings LLC

Photos courtesy of AUL Corp.

AUTO/MATE ADDS FAN AS REGIONAL SALES MANAGER
ALBANY, N.Y. — Auto/Mate Dealership Systems has hired Victor Fan as regional sales manager, the company an-
nounced. Based in Jacksonville, Fla., Fan will be responsible for cultivating and managing relationships with franchise 
auto dealerships in the Florida territory, which includes Puerto Rico and the U.S. Virgin Islands. Fan reports to East 
Coast District Sales Manager Mike Siomacco.

“I look forward to helping Auto/Mate expand in the southeastern U.S.,” said Fan. “I’m a proven problem-solver and 
eager to help current and new clients to maximize their operational performance.”

Executives described Fan as an accomplished technology sales leader with a 17-year track record of delivering 
results in the retail auto industry. Prior to joining Auto/Mate, Fan worked at Dominion Enterprises, TrueCar, Dealer-
track, and Reynolds and Reynolds.

Photo courtesy of Auto/M
ate 
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LIEBERT OUT, MILLER IN 
AS AUTONATION CEO

FORT LAUDERDALE, Fla. — AutoNation Inc.  announced that CFO 
Cheryl Miller has been appointed president and CEO, replacing Carl Li-
ebert, who joined the company in February. Miller, a 10-year AutoNation 
veteran, will also join the company’s board of directors. She becomes the 
first female CEO of a publicly traded automotive retailer.

“Cheryl has extensive knowledge of automotive retail, having been 
with AutoNation since 2009, and served as CFO since 2014,” said Mike 
Jackson, the group’s former CEO and current executive chairman. “In ad-
dition, her broader career, including at JM Family Enterprises and Alamo/
National Car Rental brands, will bring outside, industry-leading, automo-
tive experience to the role, as AutoNation continues to build its core busi-
ness and brand extension strategy.” 

Miller has led several key strategic initiatives, including the build-
ing and cultivating of AutoNation’s partnership with Waymo. Under her 
leadership, AutoNation has achieved a number of significant milestones, 
including the reorganization of the company’s operational and financial 
footprint, which consolidated the region structure and implemented a 
cost savings plan, according to the announcement.

“AutoNation is the industry leader, and we remain focused on our core 
business while looking to the future with our brand extension strategy 
and strategic alliances. I am proud to continue our great work and to sup-
port my 26,000 colleagues, who provide a peerless customer experience 
every day.”

Executives said Liebert and AutoNation’s board “mutually agreed” to 
part ways.

“On behalf of AutoNation, I would like to thank Carl for his service, 
including the passion and enthusiasm he brought to the company,” Jack-
son said. “We wish him all the best in his future endeavors.”

PEAK 
PERFORMANCE 
ADDS COFFEY, 
MARTIN

VICTOR, N.Y. — Peak Performance 
Team announced the addition of 27-
year industry veteran Tina L. Coffey to 
its staff of sales and training experts. 
Coffey will serve as regional sales di-
rector for the Southeast and will serve 
as PPT’s product and services expert 
and liaison to Georgia dealers.

Coffey has spent time in sales and 
as an F&I director in new and used 
dealerships from Honda to Lambo-
rghini; she has also served the in-
dustry in the areas of online market-
ing, technology sales, and warranty 
 administration.

Coffey said she feels she is respon-
sible for providing and implementing 
ancillary products as a value-add to 
offerings in the finance menu, but 
that’s not all. “Learning how I can 
position dealers and assist in their 
success is key, that’s where the rela-
tionship-building comes in. That’s the 
commitment I intend to make to every dealer I partner with.”

Also joining the PPT team is Serena Martin, who brings eight years of 
automotive industry experience to her position as business development 
manager. Her experience includes sales, title work, and service contract 
and GAP sales. She has also contracted with dealers as a buyer, through 
vAuto and Stockwave, and as a new dealer mentor working alongside the 
American International Auto Dealers Association.

“The director for the AIADA told me that I really needed to connect 
with PPT because their service contract plan was the best! Little did I 
know that this would lead me to joining them,” Martin said. “It has been 
a wonderful journey so far, and I am looking forward to helping a larger 
number of Alabama dealers find even more success and provide the very 
best options to their customers.”

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

Photo courtesy of YouTube

Photos courtesy of Peak Performance Team

Cheryl Miller and Mike Jackson appeared on CNBC’s “Squawk 
Box” to announce Miller’s promotion from CFO to president 
and CEO of AutoNation, America’s largest dealer group.

Serena Martin

Tina L. Coffey

Cheryl Miller & Mike Jackson

https://www.autodealertodaymagazine.com/356012/autonation-usaa-exec-to-succeed-jackson
https://www.youtube.com/watch?v=cbLIWyAyqIQ
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T
he Federal Trade Commission recently issued a proposed 
consent order against LightYear Dealer Technologies, bet-
ter known as DealerBuilt. By the time you read this, that 
consent order will probably be finalized. What did it say 
and what does it mean for dealers — and for F&I product 

providers and administrators?

THE HACK
DealerBuilt is a company that was, well, built by dealers. It devel-
ops and sells dealership management system software and data 
processing services to automobile dealerships across the country. 
That DMS tracks, manages and stores both customer and em-
ployee data, including an enormous amount of nonpublic person-
al information.

The customer and employee NPI that routinely runs through 
the DealerBuilt DMS includes:

•  Name
•  Gender
•  Physical and mailing address
•  Phone number
•  Email address
•  Date of birth

•  Social Security number
•  Driver license number
•  Vehicles owned (identified by license plate number, VIN, 

and key code)
•  Credit card numbers

The DealerBuilt DMS is used in approximately 320 dealership 
locations. Dealership customers licensed the DMS software and 
either had DealerBuilt host the data or hosted it locally on their 
own servers. For those that hosted the data locally, that data 
would be regularly backed up to the DealerBuilt servers. Thus, in 
either case, DealerBuilt would have virtually all of its users’ data 
present on its servers. 

The FTC’s investigation revealed all of the NPI was stored in 
clear text, without any access controls or authentication protections 
(such as passwords). DealerBuilt routinely transmitted the data be-
tween servers at the dealership and its backup servers in clear text.

In the spring of 2015 — in order to increase capacity — Dealer-
Built personnel added a large storage device to its existing backup 
network. Unfortunately, that device was not configured securely, 
and created an open connection port for approximately 18 months.

And what, exactly, is an “open connection port”? It’s a little 
like a screen door on a submarine: Pretty much anything can get 
in — and out. 

For those 18 months, DealerBuilt did not perform any vulner-
ability scanning or penetration testing that could have discovered 
the open connection port. Eventually it was exploited, resulting 
in a major loss of customer and employee NPI.  

In late October 2015, and for at least 10 days, a hacker gained 
access to the DealerBuilt backup database through the open con-
nection port. That database included the NPI of 12.5 million con-
sumers. During that time, Mr. Hacker successfully downloaded 
the NPI of 69,283 consumers, representing the entire backup di-
rectories of five dealership customers.

In a nutshell, the FTC concluded that DealerBuilt’s failure to 

What the DealerBuilt Hack Means for P&A

The FTC’s proposed consent order with 
dealer software provider DealerBuilt 
settles charges relating to a major loss 
of customer data, but the conversation 
over the compliance responsibilities of 
‘service providers’ — including those in 
the P&A segment — is just beginning. 

BY: Jim Ganther
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provide reasonable security for consumer NPI caused substantial 
harm to consumers (and the dealerships that used the Dealer-
Built DMS) in the form of fraud, identity theft, monetary loss, and 
time spent remedying the problem.

THE SAFEGUARDS RULE
Here’s where things get interesting. Since May 23, 2003, “finan-
cial institutions” have been subject to the federal Safeguards Rule. 
Most dealerships are “financial institutions” because they originate 
“covered accounts” such as installment sale contracts and leases.

What’s interesting from DealerBuilt’s perspective is that it, 
too, falls within the rule’s definition of financial institution. Why? 
Because it processes data, and if “the data to be processed, stored 
or furnished are financial, banking or economic; and the hardware 
provided in connection therewith is offered only in conjunction 
with software designed and marketed for the processing, storage 
and transmission of financial, banking, 
or economic data,” you’re a “financial 
institution” within the meaning of the 
Safeguards Rule.

So why is that interesting? Because, 
DealerBuilt also fits the definition of 
“service provider” under the rule. Enti-
ties covered by the rule are required by 
its terms to only do business with ser-
vice providers that can, and are bound by 
contract to, follow the Safeguards Rule.

So if the FTC viewed DealerBuilt in 
its capacity as a service provider, the 
FTC would not have gone after Dealer-
Built — but it could have gone after the 268 dealership locations 
that violated the rule by using DealerBuilt without confirming it 
was complying with the rule. Instead, the FTC viewed DealerBuilt 
in its role as a financial institution to which the Safeguards Rule 
applied in the first instance. 

Obviously, the FTC chose one action against a single respon-
dent rather than 268 against individual dealerships. We call that 
“judicial economy.” But there are lessons to be learned from the 
case beyond just who got sued, and why.

THE BIG TAKEAWAY
Here’s the big takeaway: 

1.  If DealerBuilt was a service provider; and
2.  It failed to follow the Safeguards Rule; then
3.  Every dealership that used DealerBuilt could be liable for 

failing to follow the Safeguards Rule by using a non-compli-
ant service provider.

Let’s take this logic one step further:
1.  If product providers and administrators are service provid-

ers; and
2.  They fail to follow the Safeguards Rule; then
3.  Every dealership that uses that provider or administrator 

could be liable for failing to follow the Safeguards Rule by 
using a non-compliant service provider.

Most providers and administrators aren’t “data processors” in 
the sense DealerBuilt is. Thus, most providers and administrators 
aren’t “financial institutions” directly covered by the Safeguards 
Rule. But all are service providers.

As service providers, the DealerBuilt case demonstrates that 
product providers and administrators are in a fine position to 
expose their dealership clients to extremely costly legal liability.

WHAT TO DO
As the DealerBuilt case implies, providers and administrators 
can be the cause of tremendous liability on the part of their 
dealership clients. This is obviously bad for business. What 
should providers and administrators do?

The first step is to ensure that you 
are, in fact, following the terms of the 
Safeguards Rule. And while you’re at 
it, review the proposed revisions to 
the Safeguards Rule, available online at 
GovInfo.gov. Depending on your per-
spective, the new version will be either 
more effective or more onerous, and 
probably both. But that new version is 
likely to become effective not long after 
you’ve read this, so prudence dictates 
preparing for it now.

The second step is to confirm that 
your dealer agreements include a clause 

obligating you to comply with the terms of the Safeguards Rule. 
You might also want to include in the “representations and certi-
fications” section of your dealer agreement a representation that 
you do, in fact, follow the rule. You might even enumerate some 
of the steps you take in furtherance of that representation.

Better yet, you could have a separate, standalone “data securi-
ty agreement” that spells out exactly what you will do to meet the 
requirements of the Safeguards Rule and otherwise protect client 
and customer data. 

This topic is important enough to have its own contract, rather 
than just a passing mention in your dealer agreement. But wheth-
er it’s a small mention in a dealer agreement, or a more thorough 
discussion in a document of its own, it must be addressed by con-
tract. It’s not an option — it’s the law, and you have an obligation 
to help your dealerships comply with it.

Finally, be aggressive with respect to data security. The Safe-
guards Rule is designed to make that posture mandatory, but it’s 
tough to legislate “tone from the top.” The senior levels of provid-
ers’ management need to be passionate about this. The downside 
for your client dealerships is too serious for anything less.  

JAMES GANTHER IS PRESIDENT OF MOSAIC COMPLIANCE SERVICES AND CO-FOUNDER OF 
AUTOMOTIVE COMPLIANCE EDUCATION, A TRAINING AND INDUSTRY CERTIFICATION COMPANY.

Mr. Hacker successfully 
downloaded the NPI 
of 69,283 consumers, 

representing the entire 
backup directories 
of five dealership 

customers.
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