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FINANCIAL MANAGEMENT HOMEWORK — ACTION PLAN

e Specific @ Measurahle 0 Relevant ° Time bound

What is your goal? What do you want to achieve? From what metric? To what metric? By what date?
Example: “I will decrease my 5K run time from 30 minutes to 21 minutes by June 15, 2020.”

o000

We will increase parts margin from 26.7% to 30% by April 2023.

How does this goal align with or support your dealer’s vision?
What are the BENEFITS of achieving your goal? What are the CONSEQUENCES if you don’t?
Why is this goal important to you?

R

If we increased our margin to 30%, that would mean an extra $1,283,092 USD / year.

More net profit overall for the dealership. It will allow us to invest more money on developing/obtaining
technological softwares to better our logistics (by lowering delivery times) & customer service (by having a more
efficient answering service by Whatsapp, phone calls and emails). We currently take about 4-6 hours to deliver
an order to the customer, which is way too high. We want to bring it down to 2-3 hours, but are in need of hiring a
good logistics manager and a good logistic software.

Also, by doing this our absorption rate would certainly increase. Our current fixed operations absorption % is
91%. If we incremented our parts margin to 30%, our absorption rate would increase to 99% which is still far from
the 115% guide, but it’s a first step.

The consequences of not making this goal is that our absorption rate would stay at 91%. This means less net
profit for the dealership. Not only that, we will have to cut expenses which means worse customer service.

This goal is important to me and the dealership because one of our most important goals is to have a fixed

absorption rate above 100%. We have a history of having one of the lowest absorption rates in the Kenworth
Delaer Network in Mexico, despite being one of the biggest dealerships.
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What specific actions or steps will you take to accomplish your goal? What will you do differently or improve? e@ 0
For each, be sure to include necessary resources, who is accountable, the measurable result, and dates.

SPECIFIC ACTION/ NECESSARY WHO IS EXPECTED EXPECTED ACTUAL
STEP RESOURCES? ACCOUNTABLE? RESULT? COMPLETION COMPLETION CHECK OFF
DATE? DATE?

Negotiate vendoprice bulk buy Parts Director 0.5% margin 12/2022
Sell + thru service | IPK applications 100 [Parts/Service Director 1% margin 12/2022
Sell more TRP TRP specialist Parts Manager 1% margin 04/2023
Have less obsolete | software analyzer |Parts Purchase Mngr 1.5% obsolete 02/2023
Incentive to salesplp more margin Parts Manager 1% margin 11/2022
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How will you track your progress? Where will you find the information? How often will you check in?
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| will see it every month in the financial statement, but will have bi-weekly meetings with the Parts Director and

their team to see progress and actions taken.

Potential Obstacles?

Vendor/Paccar not giving us lower prices. Or that
they do and but want us to buy more, which will
make us have more parts in our warehouse.

Customers not wanting to buy propietary parts
like TRP because of higher cost or not the brand
they want.

Customers moving to a different vendor if we up
the prices.

Potential Solutions?

Negotiations and making short and medium term
sales plan.

Having a TRP embassador that only sells/gives
info about TRP brand.

It's OK if some customers go to the other
vendors. So long as we invest more in customer
service and up time which in turn will bring them
back.

BOTTOM LINE! What is the financial impact (expressed in dollars) of achieving your goal?

0000

If we increased our margin to 30%, that would mean an extra $1,283,092 USD / year.
Our current fixed operations absorption % is 91%. If we incremented our parts margin to 30%, our absorption

rate would increase to 99%

CONGRATULATIONS! You’ve accomplished your goal! You added or adjusted policies, procedures, and
behaviors. Now what? How will you ensure you and your staff do not fall back into the previous habits

that produced poor results? Be specific.

Bi-weekly meetings between parts director, service director, CEO and CFO so that they can monitor the margin

and course correct if something is going wrong.
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