
Find your footing in retail automotive’s
shifting buy-sell market .................. 2

Situation:

◗More auto dealers are thinking about exiting the indus-
try due to advanced age, frustration with factory capital
demands, and/or the increasing difficulty of remaining
profitable. But finding buyers for a growing supply of
dealerships on the block could be tough, especially since
the public consolidators are pulling back from substantial
acquisitions.

Solutions:

◗Dealership financial advisor Sheldon Sandler says deal-
ers will need to be more flexible, particularly with regard
to real estate, when they plan their exit strategies.

◗Selling your dealership operations and holding onto
your property – perhaps through a sale/leaseback ar-
rangement – may be the best solution.

◗For big deals, private equity transactions may be the
only exit opportunity – but be sure to find the right part-
ner because they’ll probably want to retain your manage-
ment team.

◗Familiarize yourself ahead of time with the tax and es-
tate consequences of any deal.

Dealerships blast off into blogosphere . 3

Concept:

◗Dealer interest in web logs, blogs for short, is picking
up as they begin to recognize that it’s a way to build rela-
tionships with customers and make their dealerships
more visible to search engines used by consumers.

Execution:

◗Blogging can complement pay-per-click advertising, the
practice of purchasing clicks based on specific search
keywords.

◗Blogs can help give dealers a constant presence at all
points in the buying process – reaching beyond just ac-
tive buyers.

◗Include everything you would out in a dealership news-
letter – including store news and events – to help build
community.

Blogging drives new traffic to auto
dealer website ................................. 4

Development:

◗Checkered Blog, started by the Checkered Flag Automo-

EXECUTIVE SUMMARIES tive Group of Virginia last April, has boosted the dealer-
ship’s organic search engine placement and is generating
positive feedback and repeat visits from readers.

Details:

◗The blog, based on an analysis of the keywords people
are searching for, is attracting some visitors who may not
be looking to purchase a vehicle right now – but who
could be down the road.

◗Content areas on Checkered Blog include information
about the dealership, manufacturer news, spotlight inter-
views with customers and employees, regional happen-
ings, and more.

◗Checkered Blog is written by the auto group’s director
of e-commerce and two members of its PR agency. Cus-
tomers are encouraged to post their comments, ques-
tions, insights and photos and employees are asked to
share their expertise in different articles.

Dealership gives struggling military
families a boost each year .................. 5

Act of kindness:

◗More than 130 employees from Santa Margarita Ford in
Rancho Santa Margarita, Calif., donated $2,605 last
month to a Marine family down on its luck. The dealer-
ship adopts a needy military family each year.

Getting started:

◗The service manager calls the chaplain’s office at the
Marine’s Camp Pendleton each year. The chaplain puts
him in touch with the commanding officers, who submit a
family to the dealership.

◗The managers from each department present the
money they raise from their departments to the family.

Strategies to aid attention deficit
disorder benefit all employees ......... 6

Good news:

◗Managers can help employees with problematic ADHD
symptoms (including distractibility and trouble with orga-
nizational and time management skills) channel their
strengths and become more productive.

Details:

◗More than 8 million adults have ADHD – and 80% of
them don’t even know it.

◗Employers may not discriminate against employees with
ADHD and may be required to provide accommodations
under the Americans with Disabilities Act. Work with em-
ployees to find mutually acceptable solutions.
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Trend spotting

Used vehicle spotlight: With franchised

car dealers relying more heavily on their

used vehicle departments these days,

Car Dealer Insider has been trying to

gather more market intelligence to pass

along.  Tom Kontos, from ADESA, notes

that November 2007 used vehicle

wholesale prices were slightly down

relative to a weak October.  While auc-

tion industry conversion rates (sold

volume as a percent of offered volume)

rose by an estimated 100 basis points

in November, they remained in the mid-

fifties – well below the customary in-

dustry average of 60%.  Thus, a large

number of vehicles were not sold at

auction, presumably because prices

were insufficient to meet the expecta-

tions or requirements of sellers.  Auc-

tion industry inventory levels also con-

tinued to rise during the month and

were an estimated 20% above last year’s

levels, which puts downward pressure

on wholesale prices.  Retail sales of used

vehicles were a bit of a bright spot in

that they rose in November.  More ve-

hicle supply is coming in the form of

off-rental units kept in longer-than-usual

service, along with projected increases

in off-lease volumes – not to mention

possible growth in repo volumes as

economic conditions grow more tenu-

ous.  This growth in supply, coupled

with relatively weak retail demand, will

put downward pressure on prices for

quite some time.

BMW has decided to pull back on plans

to produce a crossover similar to the

slow-selling Mercedes R-class.  Instead,

BMW will develop a new crossover

based on the net-generation 5-series.

Internally, BMW calls this new model a

“Progressive Activity Sedan,” and may

be designated the CS5.  It will feature

the following elements:  a roof that is 2

inches higher than a 5-series wagon, a

191-inch overall length, and seating for

4 or 5 people.  The MSRP is expected to

be in the same range as today’s X5.
That’s the message we get from
Sheldon Sandler, founder of Bel
Air Partners, LLC, a financial ad-
visory firm that over the past de-
cade has assisted automobile deal-
ers in the purchase or sale of 125+
franchises whose total transaction
value exceeds $1 billion.

 “I think this is the tipping point,” continued on page 7

Find your footing in retail
automotive’s shifting buy-sell
market
By Jerilyn Klein Bier

Should I stay or should I go? Many dealers will be
asking themselves that question in the New Year,
contemplating an exit from an industry that is get-

ting increasing difficult to remain profitable in. Some will
find out that they are indeed better off selling than own-
ing. But if staying in is tough, getting out could prove to
be even tougher.

After a dozen years of a sellers market that kicked off in
1996, the tides are changing. We’re shifting into a buyers
market – and it won’t be too long before we see dealer-
ship supply outstrip demand.

Sheldon, well-regarded for his
Wall Street and automotive indus-
try insights, tells Car Dealer In-
sider.

Don’t panic yet
Fortunately, Sheldon doesn’t ex-
pect gloom and doom for every
seller.

So long sellers market!
Surging supply

A growing number of aging dealers are
considering their alternatives for exiting
the auto retailing business. Younger
dealers faced with big facility improve-
ment demands from the factories are also
asking themselves if they should sell.
Challenges like margin erosion, stiff com-
petition, overproduction, and economic
and political uncertainties have them
wondering if making such improvements
will ever pay off for them from an invest-
ment perspective. Looming capital gains
increases also have more dealers think-
ing about getting out sooner rather than

later.

Shrinking demand

Public consolidators, hampered by slid-
ing stock prices and stiff framework
agreements from the factories, have been

pulling back from substantial acquisi-
tions. Private equity buyers are showing
interest – but they’re pretty picky and
generally unloved by the factories so
don’t expect an easy time. They’ll also
generally want you to stay involved with
managing operations and often have
just a 5- to 10-year holding period in
mind.

Seller survival tactics

Selling dealers should be flexible, par-
ticularly with their real estate.  Selling
your operations but holding onto your
property will make the most sense in
some cases. Have a weaker dealership?
You may find a better non-dealership al-
ternative use for your property. Seeking
a private equity suitor? Find a partner
you think you can have an ongoing rela-
tionship with since they don’t plan to

manage your business.

Source: Sheldon Sandler, Bel Air Partners
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continued from page 2

“In the right locations, with adequate real estate, the
thirst for top five brands (BMW, Mercedes, Toyota,
Honda and Lexus) remains very strong,” Sheldon re-
cently told dealer members of the New Jersey Coali-
tion of Automotive Retailers (NJ CAR). In fact,
“we’re seeing real high prices for very desirable
deals,” he tells CDI.

Sheldon says he’s also now seeing more interest for
high line dealerships – particularly BMW, Mercedes
and Lexus – beyond the Sunbelt, such as in the right
markets in the Northeast and the Midwest.

In general, though, dealers – particularly larger auto
groups and those with domestic franchises in over-
dealered markets – will have to be more flexible and
creative when planning their exit strategies. Not only
are an increasing number of sales imminent, the
buyer profile is also changing (see “So long sellers
market!”)

Public pull-back
Although the public consolidators have snapped up
hundreds of auto dealerships in recent years, don’t
count on them to come knocking on your door with a
really appealing offer – even if you have a great deal-
ership.

The low multiples their stocks are trading at don’t
give them much room to buy good private deals and
they have to answer to Wall Street, says Sheldon.
(Editor’s note: Consolidators AutoNation, Lithia Mo-
tors, Asbury Automotive Group, Sonic Automotive, and
the Penske Automotive Group were all trading near
their 52-week lows at press time).

“It has to be really juicy for them to pay that kind of
money to buy better dealerships,” says Sheldon.
They’re also facing tough framework agreements –
documents between the factory and the Publics
which spell out, among other things, benchmark per-
formance the Publics must achieve before they may
acquire additional stores, he says.

For big deals, private equity transactions may be the
only exit opportunity, says Sheldon – but that too has

its challenges. Successful transactions depend very
much on pairing up with the right partner since they’ll
generally want your management to stay involved.
Private equity also typically looks for fairly substantial
cash flow and a sizeable deal.

“If you don’t have $500 million in revenue or $10 mil-
lion in pretax profits, private equity probably won’t be
interested in you,” says Sheldon.

Think strategically
So what’s a dealer with selling aspirations to do?

For starters, Sheldon suggests evaluating with your
lawyer, accountant, and financial consultant if it
makes sense to sell your dealership operations and
perhaps continue to own the real estate to generate
rental income that can help you maintain your
lifestyle.

Sheldon was recently involved in a deal where his pri-
vate dealer client did a sale-leaseback transaction
with a public consolidator. His client sold his dealer-
ship and real estate to the consolidator, which paid to
put up a new building. The consolidator, who didn’t
want the hassle of owning the real estate, then sold
the property back to his client, which took out a mort-
gage and now collects lease payments from the con-
solidator.

“It was a sweet deal for the client,” says Sheldon.
The client sold the business at a high price and gets a
nice profit on the real estate (the lease payments ex-
ceed its mortgage payments.)

Some of his other suggestions for selling dealers: set
a realistic preemptive bid price (don’t overprice);
don’t get trapped with one buyer; know tax and es-
tate consequences ahead of time; highlight growth
opportunities; and build confidence and eliminate un-
certainty with clearly displayed financials that include
audits, benchmarks to show upside, and normalized
adjusted results. ❖

Bel Air Partners is headquartered in Skillman, NJ.
Sheldon Sandler can be reached at 609-252-1125
or ssandler@belairpartners.com.

Employees with ADHD have also told Dealer Busi-
ness Briefing of their success with: using timers,
highlighters, sticky notes, and daily to-do lists; e-
mailing themselves deadline and appointment re-
minders; setting up files for each day of the month to
help organize their workload; and jotting down com-
ments during meetings instead of blurting out, or
waiting and forgetting, what they’d like to say at a
more appropriate time.

Employers may not discriminate against employees
with ADHD, but a diagnosis does not guarantee that
an individual is entitled to accommodations under the

ADA. A good source of information for ADHD and
the ADA, Dr. Nadeau tells DBB, is the Job Accom-
modations Network (www.jan.wvu.edu).

Bear in mind that “ADD is an explanation, not an
excuse,” says Dr. Nadeau. Although it may account
for missed deadlines and other problems, “both em-
ployer and employee must recognize that ADD does
not become a justification for these problems, only
an explanation.” Work with your employees to find
mutually acceptable solutions. The silver lining: cre-
ating an ADD-friendly environment can help all em-
ployees become more productive, she says.  ❖
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