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Deat Tom:

is  in  response to the meet ing
sunrmarize some points I made,
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gu i ck  zona  o f f i ce  on  March  10 .
a few additional thoughte.

at the
and add

boxed into a corner at the meeting, it was an
appreciate.  I  had expected just  you and PauI ,

meet ing,  against  ne.  The only th ing miss ing

At the outset I would l ike to make it clear that I greatly appreciate
Cadi l lac 's  select ion of  me aE thei r  dealer ,  and feel  an obl igat ion to
represent them well. I am proud to be a Buick and cadil lac dealer, and have
invested ny entire twenty-one year career with theEe products and their
people,  work ing some Iong hours through some very d i f f icu l t  t imes.  I  wish to
remain with them for at least another tetenty-one, and wiII not allow the
presrsuree currently placed on me to overshadow this long-term relationship.
I t  would be good business for  General  ! {otors to keep th is  in  mind as veI I .

the pro ject  2ooo program makes sense.  wi th SCt of  General  Motors
fac i l j - t ies bui l t  before 1950,  I  agree that  an overhaul  is  necessary.  And I
would l ike to emphasize that  I  understand your  desi re to resolve my re locat ion
issue, and regret that ongoing delays at the uall have dampened rny enthusiasm
to move blindly forward with architectual plans as I had intended at this
point .  ! ,  more than you,  want  to get  the pro ject  behind ne.  I  do bel ieve,
however, that due to expiring leases, the recent move of two dealers to the
t{all, and resolution of other problems, Bank Torian's groundbreaking in the
laall ie i.mminent, clearing the way for my move forward.

I have every intention of relocating to the Fremont Auto MaII when the
tirne is right and 'value pricing" concernsr are allayed. None of my comments
are intended to inply otherwise, but are only to share information that may
help you bet ter  understand the s i tuat ion.

rn the fo l lowing I  wi l l  sunmar ize d iscussions at  the meet ing:

cadi l lac.s  desi re for  a new fac i l i tv :  PauI  Thomagon gtated,  Cadi l lac 'e
posi t ion that  i t  would l ike a decis ion as to my p lans to re locate,  even i . f  i t
ig  a decie ion to do noth ing.  He etated that  Cadi l lac has been fa i r  in
a l lowing extensions beyond the or ig inal  re locat ion date,  a l lowing me to
operate in  my current  "cramped" fac i l i ty ,  which he acknowledged he had never
been in.  ( I t  should be noted that  rny current  fac i l i ty  has approxi :nate lybe

5 t Iarqer  than cM's proposed 16r000 eguare foot  Newark25 r  000  sq lua re  f ee t ,  5
fac i l i t y .  1

Newark property  proposal : Da Ia  o f  P ro jec t  2000  ( I  apo log i ze ,  r  dLdn ' t

joked about being
fee l i ng  r  d i dn ' t
ree others at  the
ight  in  ny face.
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rrrite down hig last nane) offered
previously-proposed Newark s i te .

to accommodate my mova to the
t ime,  th is  Newark proposal

a ne\rt pfOpOSal
For  the  f i rs t

inc luded Motors Hold ing fundj .ng.

-  The proposal  inc luded a 15rooo square feet  on 3 asres,  wi th a tota l  rent
factor no higher than my current one. Be stated that he would, offer me a-quick start" guarantee, by which my investmant would, be put into eecrow and
returned to me if for any reason r eranted out within aix nonthe. when r asked
about the $160rooo reinburse:nent for my Auto MalI expenses that had been
previously offered to me' he replied that the "quick staxt" offer took care of
tbat. ge state{ that he forecaet_-my _Lu_}_c.!_-1+Igr*_yoq!4 increaseg*e,a"1e bv 100 care
lga_yrg5_!1 y_i_5!ue of the Bovs.

Eistorv of Frenont Auto MalI: I reviewed my involvement of nearly six
yeilrs in the development of the MalI. I had involved cadil lac since tle
beginning in 1987, being told iuit ially that it was not yet read.y to appoint a
dealer  in  Fremont .  rn Apr i l ,  1989,  cadi l lac iegued,  m€ a le t ter  of  in tent  for
a franchise in tha Fremont Auto xall. r continued to pay tens of thousandg of
dollars into ltall development expenses. In June, 1990, cadil lac appointed me
its dealer in my current location.

r rrould l ike to add that r actively eought Buick, cadil lac, and, ceneral
uotorE assistance for purcbasing the real estate and building a facil i ty, but
rras declined. I then applied to uotors l lolding and was declined. When it
ca-ne ti-me to close on the Property in August, 1990, I was unable to s€cure
f iuancing.  To that  point ,  r  had invested approximately  g160,000 in the
p ro jec t .

Mv concern about  'va lue pr ic inq. :  Bto factors have changed s ince I
beca'ne a cadi l lac dealer .  F i rs t ,  the market  has decl ined considerably.
according to the Network Planning sunrnary, the state average conbined Buick
and cadi l lac regis t rat ions for  rny market  were 453 in tggo,  and 302 in 1991,  a
drop of one-third. When the 1992 registration nr:mbers becone available, they
will probably be about the same as 1991

The second, and most alarning, factor that has changed is the markup
available at MSRP. I gtated my ne$t (since the introduction of the california
Regal l  concern about  tak ing on the r iek of  a ne\{  fac i l i ty ,  based on Buick.s
new trend of "varue pricing." Bven with onry one moder eo priced, the
california Regal has already had a substantia). negative inpact on ny
profitabil ity. nith the appareDt probabil ity of the pricing policy epreading
across the board with ceneral Hotors in California in 1994, the econouric
viabil ity of my business ie eevarely threatened.

r furnished you and Paul an analysis of rny new car gales and gross
profits aince r becarne a cadil lac dealer in rdd-1990. The analyeis shojrg a
three-year  average gross prof i t  for  Buick of  91995,  and for  Cadi l lac of  $2701.
Tbe analyeis  a leo inc luded a pro ject ion of  the assuned groeseg under the 199{
'va lue pr ic ing '  pol icy of  $1500 for  auick (nora than g1o0 h igher  than the
total available markup in the current california Regal and 9Oth AnnJ.vereary
IcSabrel  and 52300 for  cadi l lac la l ight ly  h igher  than the grosses a l lowed for
ln  factory leaae promot ion adver t ie ing.  l  us ing thegeg groases and 1992 unl t
aales,  the tota l  gros: t  prof i t  reduct ion would be 9158,419.  Since my n6r f ,  car
department  only  made $13rooo in 1992,  the impact  would be devagtat , ing.
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I  s tated that  through February,  1993,  ny nuick sales were down by 3
un i t s ,  and  g ross  down  by  S2o r0oo .  r  asked  you  wha t  t o ta l  r e ta i l  Bu i ck  ga leg
bave been in cal i forn ia th is  year  versus last  y€ar .  You repl ied that  Buick
sales are down about the sane as the industry. This reinforces the realism of
ny  un i t  f o recas t ,  and  re fu tes  Bu i ck ' s  t heo ry  t ha t ' va lue  p r i c i ng 'w i I I
increase sales.  I t  a lso underscores my concern about  the gueet ionable
v iabi l i ty  and r isk of  a new fac i l i ty .  In  response to my statad concerDs,  paul
replied that I was using these facts as a "crutch" to avoid building a nevt
facil i ty, and that I wil l f ind a way to adjuet to the new lower groases. Ag
an experienced expens€-control-minded retail automobile dealer with gry capital
.g!.Ji_9!, I take strong exception to these il logical gtatementg.

It was stated to me that if r knew all the facte ef the "value pricing"
concept that f would see that my fears are unfounded. I reguested the details
of tbe p1an, but was told that due to conpetit ive Eecrecy, I could not obtain
theu. I was told, howaver, that retail prices would be. based on state average
grorrsr plus $200. Baeed oD my knowledge that etate avarage grosses are consi-
derably below tbe Bay Area average of approxi-uately 91800 according to the cElt
report, and even further below my grossresr Dy concerns appeax to be weII
fouaded.

Furthermore, the new average grosses with lower MSRP's $riII be worse, ae
It is impossible to bold full usnp forever when there is competit ion. To my
knowledge, no industry has ever defied this basic law of eupply and demand.
saturn has come close due to territorial dealer rights and a shortage of
product. But even with these unique advantages, saturn dealers in some areasr
of the country are nor.r discounting. This wil l epread when supply catches up
with demand as it always does eventually. It should also be noted that
saturns carry a 17t markup including holdback, rnore than double the markup on
our -value priced' cars, and saturn dealers average approxirnately 70 new units
per month, rn€rny ti:ores that of Buick or cadil lac dealers.

In a short discusgion with you and Dale after the neeting, you indicated
that r arn free to price the "value priced" cars at whatever I wish, and that
gome dealers are roarking them up 1we do not. ) From a customer satisfaction
(and possibly legall point of view, additional dealer markup would be a
dangerous thing to use. with such heavy factory and ad association
advertising emphasig now being placed on MSRP, narking it up fl ies right in
the face of  Gu'e,  and my,  goal  of  exceeding customer expectat ions.
Traditionally, we bave been able to exceed customer expectations by sell ing
most  cars for  less than HSRP.

uv current performance: r indicated that I sti l l  plan to move to the
1treeont euto ttall when I see definit iva progress in tha construction of the
Autoere s t a tore s, as a umin g H_l-o. Ilggg_r_s__ 3!.99!':glgg_Pr}g
eat igfactor i ly addressed. I  gut r  algo indicated that Icated that  I  don' t  be lieve General
Motors is  guf fer ing whi le  I  operate in  ny current  fac i l i ty .  uy fac i l i ty  wae
bui l t  for me in 1980, conforming to auick's faci l i ty etandards for the new
point.  I t  remaing the newest Buick faci l i ty in the Bay Area. As mentioned
ear l ier ,  i t  is  551 larger  than GM deeme necessary for  Buick aql tggi l fac
todav,  and ie located in  the beet  rs ta i l  locat ion in

ae been d iv to separate Buick and cadi l lac.
The ghowroom
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I referred to the Dealer Network Planning surrmary furnished to m€ at the
Pro jec t  2000  mee t i ng .  r  po in ted  ou t  t ha t  my  ac tua l  1991  Bu j - ck  re ta i l  ea lee
were 279 verstus the 1BB shovrn on the Network p la sulunarv to be st
ave rage ,  148 t  o f  s ta te  ave rage .  lAc tua l  cad i l l ac  re t i i l  aa les  we ra  fo r ,

am not happy with cadil lac belolr average
g o t  o f

and
don' t  p lan to remain there,  but  1991 was my f i rs t  fu I I  year  as a cadi l lac
dealer. Furthermore, I have an inherent handicap as a new dealer, ag cadil lac
relies heavily on rapeat buyers, ae evideneed by the extensive olrner loyalty
direct nail progra.lns. We have no otrler body before JuDe, 1990, to rely on.
At thE time of the ternporarily closed Dublin point, try requost for a
geographical  redis t r ibut ion of  Doty cadi l lac 's  Gold rey l is t  was denied.

out most recent Buick csl l2-nonth gcors ig 95, with a 3-uronth acor€ of
99. I believe that the 95 ranks second or third among.the top 20 retail
vo lume dealers in  the zone.  our  cadi l lac l2-month score is  88,  wi th a 3-month
acore of 100. While I have boen unable to deterrnine why our cadil lac score
fe l1 so far  below Buick 's ,  r  an not  sat is f ied wi th the l rcore.  we made some
personnel changee in August, L992, and have enjoyed five straight scores of
100 s ince that  t ime.

vorn woodley indicated that tbo sales expectations for me were well above
the averages shown on the Network Planning sunmary, that dealer performance
wae judged against  nat ional  averages.  I  s tated that  our  1991 ef fect iveness
was 99t ,  and f i rs t  hal f  1992 was 1038,  wel l  above the state average of
probably 67t .  Dale stated that  99$ to 103t  is  just  average,  that  I  was a "c
playar . "  r  asked you hov many Bay Area Buick dealers were above 99t  in  1991,
and  you  responded  tha t  none  were .  r  may  be  a ' c  p laye r r "  bu t  r .m  appa ren t l y
the best  you've got  in  th is  market .  Eow does cM ta lk  to i ts  lesser  p layers?

When suggesting that some recognition of my performance be taken into
account when putting ne into this unconfortable pressure situation, you
responded tbat perfoltnance has nothing to do with it. rnterestingry, in
addi t ion to our  sales evaluat ion d iscussed above,  the new cM serv ice
evaluat ion ig  based sole ly  on csr ,  wi th a l l  fac i l i ty  evaluat ione. .of  the past
e l in inated,  which,  inc identa l ly ,  we had a lwayg met etandard. .

Mv p lans for  fe locat ion:  As hae been the case s ince the beginning of  the
Auto HaI l  pro ject  in  1987,  t  p lan to re locate there.  r  have uo in tent ions of
walk ing away f roro the Sl6or000 and count lesg hours I  have inveeted,  the noney
for which r can receive credit toward my purchase in the ltall. But, as r
etated at the meeting, it would benefit nobody for me to succunb to current
pressure and relocate in the Mall before the Autowest etoree, thue reducing
the chance of  guccegs.  Buick,  cadi l lac,  and r  would a l l  suf fer .  r  resent
Dale 's  comr€nt  that  r  need to take contro l  o f  my l i fe  and not  re ly  on othere,
rn tha concept  of  a 'Ha11,  -  by def in i t ion bueineesee re ly  on on€ another .
Furthernore, it is the nutual reliance on the draw of other buginesgeg that is
the  ve ry  bas i s  o f  l r o j ec t ,  2OOO.

Conclueion:  I t  ehould be c lear  that  I  bel ieve the meet ing r ras not
conducted in  a way that  ie  conducive to rat ional  d iscuesion.  one of  the bagic
conpla int - resolut ion steps taught  us dealers by General  Hotors is  to  l ie ten to
and acknowledge the cugtomer 's  point  of  v iew,  and empathize wi th h i rn.  In  our
meeting on l larch 10, there wasr an abaenca of €ven an acknowledgment of the
val id i ty  of  any of  the points r  brought  up.  In  fact ,  conetant  l -nval idat ion
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was at tempted as noted above,  and through statements of 'maybe i t 'g  t j -ne \de
ge t  a  d i vo rce r ' and  "we ' l l  f i nd  you  a  buye r r -  backed  up  w i th  a ' qu i ck  s ta r t '
guarantee tc  get  me out .  The approach was of fensive,  and raminiscent  of  the

one the General Hotors Board of Directors used with straight-talking Ross

Perot. By the way, f vi l l  accePt the gane offer mada to Ross.

Ag I bave etated, it is ny intent to relocate in the Fremont Auto Mall

when the time ig right. I have a coruritnent from Catellus to build the

building on very favorable terms. Eowever, I an wil l ing to consider a move to
tbe Newatk eite if i t ie econonically better for me than the Fremont eite. If
I am juet ae well off and tho gite better f itg Gt{'e network plan, eo much the
better.

So far, proposale made to m€ on the Newark site have besn vaglue at beet.

The only written proposal I have received to date is nereJ.y a conceptual one
involving
included a
not allow

a complicated joint-ownership, double leaeeback arrangement. It
gizable monthly markup to paid by ne to General ltotors, and would

me to evsr own it 100t. It appears on.the surface that the new
proposal ie simpler, but r have many questions

I wouid be wil l ing to meet with a cN representative lnot f ive at once)
who is able to give ne details of the proposal .nd answer my guestione.
Eowever, if the confrontational atmoephere of March 10 develops, uy interest
in your propoeal wilt be l lone. I believe I have dona a good job for General
ltotors for many years, and wish for a bealthier -partnership" approach toward
reeolut ion of  the re locat ion issue.

Please contact me at your convenience to arrange a time for me to meet
with your representative.

Sincerely,

Certif ied Hail - Return neceipt nequested

c c !  u r ,  P .  A .
l , t r .  A.  L.
l { r .  . t .  P.

Preeident

Thomason, Cadillac Northwest, Zone Manager
RoBan, Buick western Area llanager
Eetzer, Cadillac western Regional Hanager


