COVID-19

SHORT TERM ACTION PLANNING
FOR DEALERS

COVID-19

Potential disruptive impact on Motor
Dealers and the immediate need for
proactive Business Continuity planning
We are unfortunately experiencing very significant
disruption now in both our private and business
lives as a result of the outbreak of the Coronavirus or
COVID-19.

Inevitable impacts on the day to day operation of a
dealership will potentially include a reduction in the
volume of dealership site footfall as we are seeing
in Europe as well as an effect on the workplace
with the increasing likelihood of stay at home
remote working. The speed at which the picture is
deteriorating is taking many people by surprise.

crucial pinch points for dealers where very large tax
and other payments are required to be made in the
next couple of months and being proactive ahead
of any downturn is crucial. The potential financial
support is there for UK businesses as the note
explains. It is very important to identify whether this
might be required and to make plans to realise this.

MHA Motor Advisory team have been
“ The
responding to these events by considering

This expected market downturn at this crucial
time of the year for dealers could quickly create a
liquidity and funding crisis. There are a number of

the key areas which are likely to impact
dealers and ways in which we can offer
guidance and support to help them navigate
through these very challenging times over
the next few weeks and months.

“

Over the weekend just past we have seen a number
of developments regarding both the spread of the
virus and the UK and other countries governments
responses and from this it is becoming very
clear that this is going to have a significant,
albeit hopefully short term, disruptive impact on
businesses in most sectors, including Motor Retail.

THIS PAPER COVERS THE FOLLOWING:
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The critical key focus areas

Dynamic cashflow forecasting and communication with funders
Temporary increases in funding facilities, deferral of mortgage payments
and/or interest rate holiday requests from banks and other funders
Working capital management

Maximising vehicle sales and aftersales revenues, adapting to a short
term change in customer behaviors and their physical mobility
Continuing to utilise employees efficiently and potentially reducing
the total people cost in the short term
Potential ways to reduce or defer property and related costs and
protect the value of your property assets
Tax savings and deferrals including VAT

Dynamic cashflow forecasting and
communication with funders
Whereas regular, accurate and dynamic
cashflow forecasting should be a part of
everyday business for a dealer group, its
importance with the current and potential
short term business disruption cannot be overemphasised. Cash flow forecasting needs to
become an absolute priority for the business to
enable proactive management of relationships
with banks, OEM’s and their finance companies
and other funders and should include:

• Forecasting regularity to cover daily cash flows as well as monthly to ensure any peaks or troughs are
highlighted on a daily basis;
• Sensitivity analysis to be factored in to cash flows to reflect potential different short term scenarios in key
areas of the business and cash flow cycle;
• Enhanced reporting and monitoring processes for the resultant cashflows including the downside scenario
resulting from the sensitivities;
• Identification of any funding shortfalls or covenant breaches in the forecast period (for the downside
scenario) and proactive communication and management of funding relationships as a result;
• Identification of potential profit and cash flow upsides from other short term action planning for separate
reporting and communication with funders; and
• Regular monitoring of actual cashflows versus forecast and revision to forecast model as appropriate.

To underpin the effectiveness of the cashflow
assumptions and forecast preparation there will
be an increased level of rigor, depth and regularity
needed in relation to the forecasting of both the key
profit and loss account items and also the working
capital within the dealer’s balance sheet and the

identification of the KPI’s which will be needed to be
met to achieve the forecasts. Additional focus will
also need to be given to the key drivers of each KPI
and which are likely to be affected by the disruption
and also to the levers which can be pulled to
potentially overcome the impact of the disruption.

Temporary increases
in funding facilities,
deferral of mortgage
payments and/or
interest rate holiday
requests from banks and
other funders

It may also be advisable to enter
into immediate discussions with
bankers and other funders with
a view to establishing whether
dealers can obtain:
• A temporary increase in funding facilities;
• A deferral of mortgage payments in line with the
arrangements which the sector took advantage of
during the 2008/9 recession; and / or
• An interest rate holiday
This could either provide the dealer group
with the headroom necessary to deal with any
contingencies and downside sensitivities from the
cashflow forecasting exercise and/or an additional
level of headroom taking into account the severity
of the uncertainty from a business forecasting
perspective.
We know from the public announcements which
government and the banks are making that they are
prepared to provide additional temporary funding
to SME businesses, however as part of these
negotiations the bank or other funder will be keen
to understand.
• The outputs of the revised cashflow forecasts
including the downside contingency case; and
• The level of focus on ways to reduce costs and
the likely impact of both of these measures.
Consideration should be given to how this is
presented to the funder in advance of any meeting
in order to maximise the chances of obtaining a
facility uplift, a mortgage deferral and/or an interest
rate deferral during the period of the additional
borrowing.

Working capital
management

In a difficult trading
environment and particularly
also where a business has a
higher debt leverage, it is crucial
that measures are taken to
place an increased emphasis on
working capital management,
including potential short term
changes to normal working
capital management policies
and practices.
In essence consideration should be given
to ways to defer payments to all or specific
suppliers or creditors and to accelerate or
at least maintain the time period for the
collection of amounts owed to the business.
Within the motor dealer working capital cycle,
consideration should be given to key working
capital areas such as:
• Receipts from OEM’s for bonuses and the potential
for requesting accelerated timeframes;
• Agreement to the deferral of potential tax payments
to HMRC, including quarterly VAT amounts;
• Consideration of the deferral of payments to
shareholders (dividends), directors and senior staff
(salaries and bonuses);
• Reduction or deferral of other costs and payments
in areas such as non-permanent staff costs,
mortgage payment deferrals, leasehold property
holiday periods and reductions in facilities costs;
• Potentially deferring any other current one-off
project related costs; and
• Making other supplier payments on a prioritised
basis should it be necessary.

Maximising vehicle sales and
aftersales revenues, adapting
to a short term change in
customer behaviors and their
physical mobility
The most successful dealer groups are
already very good at focusing on the
customer journey whether it relates to
new cars, used cars or aftersales.

This has meant that they have been able to adapt
to the changing customer demands over time
relating to on-line sales and even more broader
e-commerce developments.

This virus however and the upcoming short term
disruptive impact on the mobility of customers and
resultant level of footfall will present one of the
biggest challenges to dealers. But there are still ways
in which this may be overcome, including:

• Contacting all existing CRM leads to potentially bring forward any vehicle sales.
• Making the option to purchase a car fully online even more attractive to customers in the short term
through a combination of special on-line only deals and pricing;
• Offering additional short term guaranties to customers who are prepared to purchase the vehicle without
seeing it first, coupled with extra time and care to vehicle preparation to reduce potential returns;
• Additional focus on stock pricing and management to turn stock over more quickly using data and IT tools
more effectively;
• Providing an enhanced logistics service which enables customers vehicles to be taken to and from the
dealership (for sales and aftersales);
• Ensuring a proactive focus on the whole supply chain and particularly for parts to ensure business
continuity in all areas where possible; and
• Combining these short term offerings with a proactive communication to a dealer’s customer database
about the steps the dealer is taking to ensure a safe and clean environment for those who are able to
come into the dealership (cleaning protocol, physical distance requirements, hand sanitisers, visitor
questionnaires etc..).

Proactive communication to customers needs to
happen as a priority as other retailers are already
doing this!

“

“

Continuing to utilise
employees efficiently and
managing the total people
cost in the short term

Many dealers will already have established policies
and procedures relating to their workforces and/
or be following Government and Public Health
England Guidance (the Guidelines) to govern

principles such as self-quarantine by employees.
We recommend that authorisation processes
should be set up involving line managers for all
absences relating to this.

Should the Guidelines change and it
becomes necessary for full workplace
closure, consideration should be given to:

Consideration should also be given to ways
to reduce the total short term payroll cost
where possible to reflect the exceptional
circumstances. This is likely to include
actions to be taken in relation to:

• Ensuring that the dealer has full contact details
for all staff and have assessed their ability to

• Temporary staff and non-permanent staff being

work remotely and to access the relevant IT

reduced where possible;

systems;
• Actions needed to be implemented to ensure

• Communication with staff regarding the potential

full GDPR and Cyber risks and compliance are

for accrued or holidays to be taken or voluntary

covered in this working from home assessment;

time off;

• How each employee can be gainfully employed

• Discussion with senior staff and Directors in

and retain the ability to work at home, this might

relation to the deferral of salaries, bonuses and

include accelerating on-line or remote training

other benefits;

programmes; and

• Other short term cost saving deferral and
hardship support packages dealers could

• Managers should be assigned to teams they
are responsible for in this scenario and provide
appropriate remote supervision and monitoring.

implement and;
• Consideration of payroll taxes and the potential to
reduce or defer these costs.

We would advise that contingency planning
is carried out on this scenario as soon as
possible if this has not already been done

“

“

Potential ways to
reduce or defer property
and related costs and
protect the value of your
property assets

Controlling the cost of operating a dealer’s
properties is also a key area to be focused
on if the Coronavirus trend towards
lockdown continues and in effect a dealer
effectively ceases to operate from a site for
a short period of time. Property costs could
potentially be reduced or deferred in the
following areas:
• Requesting a rent holiday from the Landlord for
the exceptional circumstances. In fact tenants
may actually be obliged to ask landlords for a rent
holiday in this circumstance with the key date
being the rent quarter date of 24th March;
• Offering in return an extra 3 months on the lease
term to the Landlord; and
• Taking a very critical look at other facility and
maintenance costs, including electricity, gas
and rates and pursuing reductions in any fixed
elements of the cost.
It will be crucial for dealers to take advice from
property and tax experts in this period as they will
potentially be able make a big difference. For
example if the rent deferral has been carefully
structured it should be possible to avoid a VAT
charge. The last thing a landlord wants is to defer
payment of the rent and yet find they have a VAT
liability to HMRC.
In addition, dealers should also consider the
structuring of their owned property assets and how
they are protecting the value of this asset against
the “risks of the trade” through structuring or other
means.

Tax savings, deferrals and
accounts matters
Finally, one of the other short term
cost areas which dealers may not
be immediately prioritising is in
relation to the total amounts paid
in taxes to HMRC and the timeline
for submission for tax returns and
accounts. HMRC are encouraging
businesses to contact their
Coronavirus help line.

Taking each of these taxes in turn:
VAT

Corporation tax

• Most dealers submit VAT returns for the quarter
ending 31st March. Their pinch point for this
payment will by May 7th when that return needs
to be submitted to HMRC. Due to the level of
March registrations this is usually a very heavy
return and hence this payment could be critical
and dealers could potentially be looking at HMRC
support to manage this by proactively utilsing the
HMRC support helpline.

• Last weeks budget outlined the governments
response to the impact Coronavirus may have
on businesses. Key measures included loans for
SME sized businesses and abolishing business
rates and offering a cash grant for retailers with
property that has a rateable value below £51k.
HMRC are encouraging businesses to contact
them if they anticipate any issues paying their tax
on time due to the virus. We recommend action
is taken before the usual payment date.

PAYE

Accounts filing

• People and tax costs are a key expense
to businesses, and dealers may be able to
implement necessary short-term measures to
manage and mitigate these costs and impacts on
their cash flow. This includes liaising with HMRC
to defer necessary PAYE payments.

• Companies House are accepting requests for
accounts filing extensions if Coronavirus has
impacted the ability to file accounts on time. Note
– action should be taken ahead of the usual filing
deadline.

The Team
Meet the Motor Specialist MHA
Advisory Team to help you navigate
through the uncertainty

Steve Freeman
Head of Motor, Partner
M: +44 (0)7795 476651
E: steve.freeman@mhllp.co.uk

Guy Ainsley
Business Planning Lead
M: +44 (0)7793 848142
E: guy@ffdl.co.uk

Jon Pollock
Electric Vehicle Consultancy Lead
M: +44 (0)7738 756177
E: jon.pollock@mhcl.uk

Jon Beveridge

OEM Consultancy Lead
M: +44 (0)7970 740625
E: jr.beveridge@btconnect.com

Nigel Morris

Motor Tax Head, Director
M: +44(0) 7718 340 634
E: nigel.morris@mhllp.co.uk

Steve is the Head of our National Motor Sector practice. He
works with a significant number of dealer groups and acts as
their Trusted Advisor providing support regarding business
strategy and planning and helping dealers interact with OEM’s,
banks and other funders. Steve leads our team of Motor
Advisory professionals including turnaround/crisis management/
consultancy specialists.

As Operations Director of a listed dealer group, Guy previously
had extensive hands-on experience of business planning and
cash flow forecasting and modeling. He also has experience
in developing action plans to improve performance including;
revenue and cost management; restructuring; acquisitions and
disposals; portfolio development; and strategic management.
Guy has worked with retailers and manufacturers on multiple
development projects.

Jon leads our Automotive Consultancy business with a key focus
on supporting dealers readiness for Electric Vehicles. He also
has extensive experience in improving sales performance for
the dealers he worked with whilst in senior sales role at Nissan,
McLaren and Toyota.

Jon is advisor to a number of larger dealer groups and
particularly focuses on interactions with manufacturers and
leveraging OEM support in times of need. Jon can offer specific
advice on property related financing, savings, and restructuring
as well as balance sheet management derived from assisting
many entrepreneurial OEM sponsored dealers grow into
significant groups.

Nigel leads our Motor tax advisory services and assists
dealers and others in the sector with their tax challenges and
opportunities. As a Motor industry specialist he has worked on
a large number of consulting and advisory projects, including the
development and design of bespoke arrangements, including
ECOS, salary sacrifice and car fleet arrangements.

Ways in which this
support can be delivered
to dealerships taking into
account the likely upcoming
physical constraints.
Our MHA Motor Advisory team
recognise that the task facing dealers
to act and deliver on this action
planning to help them to overcome
the significant short term challenges
which the disruption will bring is
onerous.

However we hope that by providing this help-sheet
and access to our subject matter experts in all of the
areas we are confident that we can provide dealers
with some essential guidance to help them navigate
through this very uncertain period.
Our advice is intended to be action oriented and
practical and immediate term focused as we believe
that this is crucial for dealers. We are keen to
support dealers in any way possible to enable you to
trade through this period and are keen to hear from
any dealers who would like to discuss this further
and utilise our support.
Like every business, we are also likely to be faced

with constraints and challenges in serving our
clients in the next few months however we are
confident that we can tailor and deliver a service
to every dealer who needs our support through a
combination of remote communication and work
sharing means which will include:
• An initial conference call;
• Sharing of plans, documents and forecasts via IT
enabled solutions (Microsoft Teams and Zoom);
• Access to one of our team to replace your
existing finance or other resource if you have
constraints; and
• Video conferencing.

We will find a way to help our clients
and look forward to hearing from you

“

“

