****Challenge*** Take aways…pick one of what I learned that I think is the most important.  On Friday pick one of the final 5 and do the 4 disciplines of execution.
Then when I get back make it personal…relevant to my dealership.
Discipline, intentional and important


Who do you represent?
Sponsor
Nada
Dealer
Dealership
Self

#1 business concern—too busy reacting.  Not planning
Open RO list…why open, why no hours?

4 disciplines
 
Service customer test drives….have a salesperson test drive vehicles while service customers are waiting for their vehicles.  Give the salesperson a goal per week.  Create sales with what is there
PIGS-pretty important goals….goals that represent the many good things you can do

WIG-simple, make it action, measure….realistic
_____________  ______________ from this to that by when
i.e.: We will decrease expenses by 5% by September.


Policy write offs-
Should go to COS if current month.  If not it needs to go to policy.  Same for N/U department

Biggest Expenses
Payroll/Advertising/Floorplan
Review all payplans!  Make sure they are adequately compensated and challenged













SWOT---Strength weaknesses opportunity threats
BOC-best of class

Contra accounts go against the ‘usual’ credit/debit rule
Contra assets: LIFO, allowance for doubtful account, accumulated depreciation

Allowance for doubtful accounts
Review historical data for bad debts
Change the way we are posting current write offs!!!!
Entry: debit bad debt/ credit allowance  **will be monthly standard entry** Can adjust amount based on what is standing out and old.
Review receivables—move anything over 3 months to bad debt
Review incentives
Don’t delay the managers gross….must hit the department monthly.  But if there is a surplus in the reserve at the end it is fair to also give it back to department


Direct bad debt method
Should write off to bad debt account.  But we use the cost accounts to write off.
Dad..should we us this?  Why haven’t we??  It would increase expenses but then it wouldn’t affect the sales/cost accounts as it does now

LIFO—tax deferral
Deferred tax on used cars
IF you are approved for LIFO at a new store…must wait 1 year to apply.  If you pay off the LIFO amount you must wait 5 years to re-apply
Should be a 13th month entry

TALK TO DAN ABOUT 13TH MONTH.  We never used it before and always hold until calendar year end


Contra Fixed Assets
Not for sales…used to run business
Depreciated based on useful life.
Must watch age
Have to pay personal property tax on fixed assets
Remain on balance sheet until sold/stolen/disposed
LeaseHold imp…..money spent on building.  Since we rent from ourselves

Check fixed assets…physical inventory.  May be time to write off or sell. Check Dan’s folders for listings
Put a process in place to tag and monitor the asset.  Set up tag numbers or barcodes
Need to count and make sure all fixed assets are accounted for!!!!
Need to look to replace equipment.

Cash days supply:
Cash + Contracts + Vehicle Receivables = net cash available
Average month expense + Average monthly Cost of labor = average expense
Net Cash Available / Average monthly expense= Months’ supply 
Months’ supply x 30 = Cash days supply


[bookmark: _GoBack]
Floorplan
Out of trust!  Owe more than we have
Look into 310 memo account.  Would that help with being in trust?  Move pending payoffs (310A) to a memo account instead?

Loss dollars
Only retaining 1.08% of all sales.  If we lose $1000 on a deal we need to sell $100,000!!  Works the same in reverse…if you cut $1000 its like selling $100,000
*no more policy

Put out letter annually to re-bid services.  Uniforms, cleaning, supplies
*remove overtime!  Talk to Pat and Bob

Gross/Net Profit
Gross profit is 13.2% but Net 1.09%
Need to move inventory and decrease expenses

Watch expenses.  Break down how much we need to generate in gross per day to cover expenses.  Review with each department. 

GP profit standards
New Car 5%
Used Car 12%
Service 73%
Parts 38%
Body Shop 55%

Average Operating profit should be 20% for all departments.


Service
Give goals in service…put up board to give them a goal of hours to turn for the day.
Need to train advisors more!  They can average .73 on a dollar
Look at product or process to increase GP retention.
Specials, pricing, open hours
Look into submitting customer pay RO’s to GM to try and increase our warranty rate
Set up Quick service RO’s.  Set up RO type in service and set up account numbers and controls in accounting.  Need new labor op 
Set up in customer notes to indicate customer loyalty.  Can use that for upselling

Service 
Find the average tech cost to find how many hours are sitting in WIP per tech

Months/days supply: WIP inventory$ / average month COS = # months supply of inventory
YTD labor sales-YTD GP= YTD COS / # months = average month COS

Accruals---check against service WIP report.  Make sure its set up for the correct amount as calculated.


Break even point..take total expenses/months=average month expenses / total GP retention % = service sales needed 

Should have 8 techs per advisor

Warranty---how many days to submit to GM
· Check last time there was a warranty rate increase**  but look at your customer pay effective labor rate.  If CP effective labor rate is high than warranty labor rate you will have a better chance of getting increase from factory




Pay plans need to have pain and gain
Run standard enteries at the beginning of the month!


Receivables day supply
Receivables / current months sales= months supplies x 30 			

Review unapplied time.  Monthly adjustment: 
 Need 3 accounts:  665RD = reconciling difference
		     665TB = tech bonus
		     665TG = tech guarantee

Parts
Manage inventory and keep an eye on old parts

Remove back counter.  Keep techs in the bay and order from there.  Turn more hours

Wholesale parts: look at all expenses, and factor in bonuses.  If you have high wholesale sales you will not be profitable.  Keep a standard for all vendors you sell to, do not lose money on the deal.
Internal sales-look at what your percentage is then look into how they are being posted.  Are they being changed when posted?  Should they go to policy at that rate and not decrease the sale price?
Don’t chase them down…sell if they come to you.

Do random parts bin audit.

Need to track loss sales in DMS so you know what needs to be purchased/ordered in future.  Service advisors/scheduling needs to write down all loss sales for the day.  Parts manager then decides which of those parts should be marked within the DMS so it can be suggested in future ordering.
Emergency purchases should be stocked into parts system with a prefix so you can track.  When posted you must post it for the manufacturers cost then post any difference to the adjustment account.


Every month count 1/3 of the bins.  Physically count and compare to parts bin report.  

Turns—Watch months supply and compare to guide.  If you have too much inventory and don’t turn it, it will cost more in the long run.  Review guides for each department.

Months’ supply guides:
  
Price changes…need to make monthly entry in ‘parts adj.’ account
     Do not compensate parts manager for manual changes. Only pay on actual sales/gross
Discounts do not affect gross profit…use a separate account for discounts


Talk to Bob about his B&I invoices….the his posting the wrong cost amount!!

GROI- gross profit return on investment
Phase in: # demands in # months then the department is recommended to stock part.  i.e.- 3 demands in 6 months
Phase out:  0 demands in # of months
    This is determined by the parts manager.  Check for all loss sales

 BSL- Best stocking level – Is in the system.  Run report to see what is need
BRP- Best Reorder point. Best time to order stocking level




Sales
Margins are small.  No way to hold any gross.  *need to use F&I as your gross*  
Need to improve website information.  Possibly sell online….finance and all
** review pay plans.  

Charge sales department for cleaning up used cars.  $75 per unit

Park different model years separate.  In line but try to sell down older year first

Pre-owned days in stock to break even…GM standard is 30 days or more
 Daily pre-owned vehicle holding cost should be around $70

If you have a high holding cost and low break even you need to look at the expenses and reduce

Keep an eye on what the demand is…don’t stock vehicles that won’t sell.

Used vehicles—look price buckets monthly so you can match demand and stock what sells


Pre-paid Expenses

It is money out of your count but the expense is “waiting” until later.
You debit this account when you have to pay for something before being able to expense it…or you ‘lessen the blow’  
 Example:  you have to pre-pay for a quarterly subscription.  Then every month you make and entry to credit that pre-paid control # and debit your expense for that month. 

Expense absorption… you want to have fixed ops be at 100% absorption so you do not rely on vehicle sales
Fixed absorption is back end only
Total is fixed plus used cars



Accruals

Expense is posted now and being posted to an accrual account until the bill comes in to pay.
Taxes—when you have to make payment you need to hit the accrual account.  NOT prepaids!!!

Frozen Capital

TOE- turn your inventory, nothing gets old, watch expenses

