HAYWARD CHEVROLET PURCHASED IN 17 DAYS

Bud Allan, owner of Hayward Chevrolet, announced to his employees on Wednesday, September 24, 2008, that he would be closing the dealership on September 30.  His plan was for GM to buy back current model new vehicles and parts inventory per the GM Dealer Agreement, then to whole​sale used vehicles and past model new vehicles.  Following the closure announce​ment, on Friday, September 26, Inder Dosanjh’s Saturn of Fremont partner, Rick Corso, Jr., con​tacted Mr. Allan for an appoint​ment to meet with him.  On Saturday, September 27, Mr. Corso and Mr. Dosanjh met with Mr. Allan at the dealership to discuss the purchase of vehicles, parts inventory, and fixed assets, and a one-year lease on the facility.  Having reached a tentative agree​ment that after​noon, Mr. Dosanjh e-mailed a buy-sell agreement to Mr. Allan that evening.  The following day, Sunday, Sep​tember 28, Mr. Allan and Mr. Dosanjh met to finalize the details.  At 3:30 Pacific Time (6:30 PM Eastern Time), Mr. Dosanjh called an apparently high-ranking GM executive at his home in Detroit to inform him of the agreement he had just made.

On the following Friday, October 3, Mr. Allan received verbal commitment that GM had approved the deal.  On the following Saturday, October 11, a parts physical inventory was taken in preparation for closing.  On Tuesday, October 14, the transaction was closed and Mr. Dosanjh presented Mr. Allan a check for his fixed assets, the full amount of his entire new and used vehicle inventory, most of his parts inventory.  The used vehicles were purchased at dealership book value, which was considerably more than the current wholesale value of the aged inventory that had dropped in value considerably as a result of the devastated market.  Additionally, many of the new vehicles purchased, including older stock 2008’s and some 2007’s, were purchased at full net invoice less final pay incentives where applicable.  The older stock new vehicles would otherwise have been sold at a substantial loss had Mr. Dosanjh not bought them.  Thus, Mr. Dosanjh paid Mr. Allan considerably more for the inventory than Mr. Allan would have received in the termi​nation he had planned.  

The 17-day speed with which Mr. Dosanjh negotiated, closed, and fully funded the deal is virtually unheard of.  From reports I hear, factory approvals and GM processing of transactions of this type would normally take several months to complete once the buy-sell is submitted, assuming GM approvals go smoothly.  Astound​ingly, Mr. Dosanjh virtually simul​taneously completed the purchase of Crown Chevrolet-Cadillac in Dublin.

In searching for a motivation for what would appear to be a reckless waste of money in the Hayward purchase, it seems that Mr. Dosanjh and/or GM viewed the purchase as a stopgap measure to cover a Chevrolet representation void in the adjoining Fremont and Hayward markets that would result from a 2006 agreement in which GM would buy Fremont’s Central Chevrolet, presumably by the end of 2008.  GM’s plan was to relocate Chevrolet, along with the other GM brands, to the Fremont Auto Mall site GM purchased in December 2007.  No progress had been made toward construction of the facility, presumably in large part because GM had not yet successfully induced my exit.

As no reasonable dealer would waste even part of the most likely hundreds of thousands of dollars lost in the Hayward transaction, and the purchase of the dealership was negotiated and closed with unbelievable speed, it can only be assumed that GM was the driving force behind the deal, and provided most or all of the risk capital.  This is my opinion only, but no other scenario I can think of makes sense.  One thing is certain; the transaction was absolutely not a normal dealership buy-sell.

Bud Allan was the source of the Hayward Chevrolet transaction information contained herein. 

