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Solving Your Challenges,
Together

An Automotive Industry Authority
For over 40 years, Ferruzzo & Ferruzzo, LLP has been a leading authority in the Automotive
Industry. Our team of auto-focused attorneys provide a spectrum of legal services to support
every aspect of running and owning your new car and/or truck dealership.

Business Transactions Tax
* Buy-Sell Agreements * Property tax planning, audits and appeals
+ Entity formation and structure + EDD audits
+ Shareholder Agreements
* Manufacturer approvals and relations Business Litigation
« Consumer Legal Remedies Act lawsuits

Employment Practices - Sales and Service Agreements
+ Arbitration agreements + Disputes before the CA New Motor Vehicle Board
* Wage and hour class action lawsuits + Manufacturer audit disputes
+ Private Attorneys General Act (PAGA) claims + Hearings before the AQMD, RWQC and OSHA
* Employee handbooks and compliance

Real Estate
Estate Planning - Dealership site acquisitions and lease agreements
+ Succession planning for business continuation * Lender opinion letters

+ Family estate planning (wills and trusts)

BUSINESS LAW | LITIGATION | ESTATE PLANNING | REAL ESTATE | TAX | EMPLOYMENT PRACTICES
FERRUZZO & FERRUZZO, LLP | A Limited Liability Partnership, including Professional Corporations
FERRUZZO.COM | CALIFORNIA | TEXAS


http://ferruzzo.com/

Anticipate every. turn

In an industry that’s always evolving, your dealership can rely on our Dealer Financia

Services team’'s 90 years of experience to see what’s around the corner, forward-thinking

insights to prepare you, and technology to keep you ahead of the curve.

What would you like the power to do?®
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Crystal- Moreno, crystal.e.moreno@bofa.com

business.bofa.com/dealer

BANK OF AMERICA %

“Bank of America” and “BofA Securities” are the marketing names used by the Global Banking and Global Markets divisions of Bank of America Corporation. Lending, derivatives, other commercial
banking activities, and trading in certain financial instruments are performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., Member FDIC. Trading

in securities and financial instruments, and strategic advisory, and other investment banking activities, are performed globally by investment banking affiliates of Bank of America Corporation
(“Investment Banking Affiliates”), including, in the United States, BofA Securities, Inc., which is a registered broker-dealer and Member of SIPC, and, in other jurisdictions, by locally registered
entities. BofA Securities, Inc. is a registered futures commission merchant with the CFTC and a member of the NFA.

Investment products offered by Investment Banking Affiliates: | Are Not FDIC Insured | Are Not Bank Guaranteed | May Lose Value

©2024 Bank of America Corporation. All rights reserved. DFS-699-AD 6942528
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Sign up and get $2,500*
openlane.com/NCDA

OPENLANE

We kick the
tires so you
can kick back

Easy. Online. Wholesale.

Trade those work shoes for a pair of flip-flops. OPENLANE’s 24/7 digitall
wholesale marketplace lets you buy or sell vehicles with total confidence
from anywhere—even the beach. Tropical drink not included.

*Terms and conditions apply.
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It is with both excitement and gratitude that | write to you again as
chairman of the board for the New Car Dealers Association — a
role | last held 10 years ago. When | completed my previous term, |
knew our industry would continue to evolve rapidly, but none of us
could have fully predicted just how much would change.

From electric vehicles and advanced driver-assist technologies to

new regulatory requirements and threats to the franchise model,

the past decade has challenged us to adapt and innovate like never
before. Through it all, the New Car Dealers Association has remained
a trusted advocate and resource for our members — keeping us
connected, informed and prepared for whatever comes next.

| am honored to return to this position at such a pivotal time.
Working alongside our association president, Scott VWebb, and his
dedicated team, | look forward to building on the progress we've
made and continuing to strengthen our collective voice. Whether it’s
representing you in Sacramento or providing the tools and education
you need to run your dealerships successfully, our mission remains
the same: to support the dealer community in every way we can.

SAN DIEGO DEALER

' Chairman’s Letter

By Paul Dyke, Chairman, New Car Dealers Association

| also want to stress how important the San Diego International Auto
Show is to our collective success. Beyond exciting the public about
new vehicles and cutting-edge technology, it is the most effective
opportunity we have each year to influence purchase decisions. This
is why your participation is so critical — whether through ad group
involvement or stepping up to display vehicles when a manufacturer
chooses not to exhibit. The Auto Show’s strength depends on the
commitment of our dealer body, and when we all invest, the entire
market benefits with stronger traffic and more sales. Together, we can
ensure the show remains a must-attend event that drives results for
every brand and every store.

It is truly a privilege to serve you once again. | encourage every
dealer member to engage with the association — take part in events,
stay connected to our legislative efforts and make the most of the
resources available to you. Together, we can ensure that the next
chapter for new car dealers is as strong and successful as ever.

Sincerely,
Paul Dyke
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Paul Dyke was born and raised in St. Louis, Missouri. As a child, his
neighbor was big into the auto business, and Paul detailed cars for him.
Paul became accustomed to being around cars and grew to love the
industry. When Paul turned 18, he sold cars briefly, then opened up his
own detail shop. But Paul wanted more.

“Even as a young man, | had goals. | needed to figure out how to move
out of Missouri. | wanted to end up in California,” Paul said. By the time
he was 21, Paul was working as the used car manager at El Cajon Ford in
El Cajon, California. He’s been there for 36 years and currently holds the
title of president and dealer.

El Cajon Ford has one location and recently added a Ford Pro Elite
Service Center right down the street. The new service center has 30
bays and works on commercial trucks and fleets, which greatly benefits
the local business community.

Paul is just beginning his term as the 2025-2026 NCDA chairman.
This is the second time he’s served as NCDA chairman; the first was
in 2015-2016. We recently had the opportunity to sit down with
Paul and learned more about his career, the industry and what he'd
like to accomplish as chairman. The following are excerpts from our
conversation.
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When | moved to California, my first boss was Art Dorin. He was
interesting, strong and to the point, but fair. He had an old-school
mindset and liked that | was committed to the business, working
29 days out of 30, 12 hours a day. Art is the one who brought me
on at El Cajon Ford, where | met my other mentor, Paul Leader.
His personality was similar to Art’s. He was grumpy and gruff, but
he had a huge heart and was very loyal to his customers.

Under their guidance, | learned how important it was to be loyal
to your customers and employees. The number one lesson |
learned was that when people screw up, move on. If they screw
up too much, well, you've got to do something different, but
usually they don’t screw up twice if you handle the matter right.
Another lesson they taught me was to do things the right way the
first time. Things are so much easier that way.

Probably working with my employees, the customers and
interacting with the community. We have almost an 80% repeat
customer business, which is unheard of. And we're now selling
cars to second and third generation families, which is really cool.
We have a very loyal customer base. | am also really proud of the
tenure in my store. My sales department averages about 15 years
of tenure. The service department’s average tenure is over 25
years. My problem is | have employees who should have retired
five years ago, but they're still hanging on. They have been here for
35-40 years and are incredible mentors to people coming up in
the service department. It really works out well. They don’t have
to do all the hard work. They make the younger employees pull
the engines and transmissions, and then show them how to work.
We build our team from within.

It is important to us to support our community. Ve do a lot for

local youth, donating to the Lakeside Boys and Girls Club and the
Lakeside Optimist Club. We sponsor just about anything they ask
us to do because the money goes right back into the community,
where it is needed to help the well-deserving youth.




| have been chairman of the San Diego
County Ford Salute to Education Scholarship
program for the past five years. The San
Diego County Ford dealers have supported
this program for 27 years. We have given
away $4.7 million in scholarships and 33

new Ford vehicles to graduating San Diego
County high school students.

And then of course, with 150 employees,
everyone’s got a little leaguer, a cheerleader,
a wrestler or a child doing some sort of
activity. We try to take care of them and
sponsor the teams. And that pays back too.
But you know, some of the teams really need
the money to make things happen. We have
some challenging areas here in El Cajon and
Lakeside in East County, and | like to support
those areas.

| think it’s dealing with all the laws that
California puts out against the dealerships.
[t makes it really tough to do business

in California — many people are leaving
California because it's such a challenging
environment to do business in. | hope
that at some point, that changes. We can't
handle any more pressure, so something’s
got to give.

My primary focus will be on addressing the
laws and increasing member engagement.

Each year, we hold Dealer Day at the Capitol,
where we meet with elected officials and let
them know what challenges we are facing —
trying to get our foot in the door with them
to help address what is happening. We have
a solid group of leadership that always goes,
but | wish we could go with a bigger force
comprised of our member dealers.

When May comes around for the 2026
Dealer Day, I'd like to have 20+ people to
go in addition to the five or six who usually
attend. We need to have our message
heard. The most important thing for the
car business in California right now is for
legislation to loosen up on us a little bit.
Legislators need to understand what we

do in our communities, how many people
we employ and the tax dollars we put into
California. Sometimes they act like they don’t
understand it or see everything we do. That
can only happen if we show up and share
our story.

Additionally, we could use more support
from the dealers. The association does some
amazing things. You can meet other dealers
and build a network by attending events

and actively participating in the association.
Having a relationship with other members,
where you can pick up the phone and say,
“Hey, | need some help here,” is invaluable.

| would also encourage members to talk

to fellow dealers who are not currently
members about the benefits of joining. There
is power in numbers.

Believe it or not, | work 9-5, Monday-Friday.

[ trust my employees; they know what their
jobs are and what needs to be done. If | go
away for a week or two, | know the place is
on cruise control and everybody’s doing their
job. That's what’s so nice about having tenure
and very little employee turnover.

I've been married for 33 years. My wife,
Michelle, and | have two sons. P works

with me here at the dealership. Justin used
to work at the dealership, but he chose a
different career path and is doing really well.
PJ gave us a grandson a year and a half ago.
And then there’s another baby boy coming in
December. | am very blessed to have such an
amazing family.

N\ Y

There is nothing I'd rather do than spend
time with family, especially my grandson.
With one more on the way, grandchildren
are going to be a big part of my life.

My son PJ and | race stock cars all over
California. In fact, | just became the Southern
California IMCA Stock Car Champion, which
| am very proud of. | also enjoy boating and
fishing. Every year, our family takes the boat
to Catalina Island around Labor Day. It’s a
fun tradition. Additionally, my youngest son
and | go salmon fishing in Alaska once or
twice a year.

| feel very lucky and cherish all the people I've
met because of the car business. Whether
that’s employees, other dealers or customers,
you'll often find me sitting on the sales

tower welcoming customers, with 80% of
our business being repeat customers. | want
them to walk in, see me, and then see their
salesman, who they had five years ago.
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2025 NCDA Golf Tournament,

Annual Meeting & Luncheon

Thank you to our sponsors and participants for making this such a memorable event! VWe hope you enjoyed your day at the
Maderas Golf Club, and we look forward to seeing you again next year on May 6. €@
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Introducing
New NCDA Board Members

MAX JOHNSON

Max was born and raised in Southern California. He started his
automotive career with Hoehn Motors as a lot porter at their Honda
store. Since then, he’s worked for Penske Automotive Group, a
service tech startup, and returned to Hoehn Motors in 2019 at Audi
Temecula as the CPO manager. Max has worked for Audi for 11
years and absolutely loves the brand. He is a recent graduate of the
NADA Academy #450 and served as the class president. Max also
holds a bachelor’s degree in criminology but never used it because he
fell in love with the car business while in school. He has been married
to his wife, Ana, for six years, and they have one daughter. Max
enjoys doing projects around the house, camping, off-roading, riding
his bike and generally anything that gets him outdoors.

PAUL FILLMORE

Paul Fillmore is a seasoned automotive sales and operations leader

who currently serves as general manager for Kearny Mesa Chrysler
Dodge Jeep Ram, San Diego Chrysler Dodge Jeep Ram and VinFast
San Diego — all part of the Sunroad Automotive Group. He
brings broad dealership oversight and a customer-first approach to
multi-franchise operations. Paul played a visible role in Sunroad’s
launch as VinFast’s first authorized dealership partner in California,
stressing the opportunity to shape a new chapter in EV retail for
the region.

Paul is a native of Texas and studied at Texas A&M University,

where he earned a degree in systems management. Paul’s career in
automotive retail began in Fort Worth, Texas, in 2005, and he arrived
in San Diego just before the COVID-19 pandemic to take on the GM
role at Subaru of El Cajon and South County Buick GMC.

Paul, his wife, Tanette, and all four of their children live, work and play
in their amazing new hometown of San Diego. @
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Diana Sweitzer

Celebrates 10

lease join us in celebrating the 10-year work anniversary of
Diana Sweitzer at the New Car Dealers Association San
Diego County. Diana joined the NCDA in June of 2015
and has proven to be a dedicated professional, specializing
in accounting management and administration. Known

for her strong attention to detail and commitment to operational

excellence, Diana plays a key role in supporting the financial health
and administrative functions of the organization.

Years at NCDA

Outside of her professional life, Diana is a fitness enthusiast and

avid lover of the outdoors. At her gym, Diana is known as Wonder
Woman, and she inspires others to embrace healthier lifestyles
through fitness and community. She often organizes hikes with friends
and family and participates in challenging fitness events.

Diana exemplifies strength, discipline and leadership, both inside and
outside of the office. Congratulations, Diana! 4
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When millions are at stake,
you need confidence in your team

In the wake of breaches and breakdowns, one
lesson is clear: your counsel needs to anticipate
risk and deliver results.

At Scali Rasmussen, litigation isn’t a formula, it’s
an art, requiring precise and strategic application
of the law.

Avoiding litigation when it's possible.
Protecting you when it isn't.

And that precision makes all the difference when
your business is facing high stakes litigation.

That’s why we're proud to welcome shareholder
Franjo M. Dolenac to our team of litigators
trusted to defend you in complex, high-exposure
disputes.

VISIT US ONLINE
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Dealer Management Systems

Lessons From a Cyberattack

{3 SCALI RASMUSSEN By Scali Rasmussen

he June 2024 ransomware attack on CDK disrupted
dealership operations nationwide. For nearly two weeks,
many dealers could not process sales, repair orders or
routine management tasks. Staff resorted to
pen-and-paper record keeping. Transactions stalled,
warranty submissions backed up and communication with
manufacturers slowed. Anderson Economic Group later
estimated that dealers suffered more than $1 billion in direct
losses during the outage.

The event underscored a reality every dealer knows: The Dealer
Management System (DMS) is not a back-office tool; it is the
backbone of the business. Manufacturers require dealers to maintain
a DMS for reporting new vehicle sales, warranty claims and service
work. Dealers depend on it for financial reporting, payroll, inventory
tracking and customer communications. The DMS also houses
sensitive information, like customer contact details, Social Security
numbers, financial records and other confidential business data.

Because of the sensitivity of this information, both federal and state
laws impose privacy and security obligations. Dealers and their
vendors must use reasonable safeguards to protect records and, if
records are compromised, comply with notification and reporting
requirements to regulators and affected consumers. Recognizing
how central the DMS is to compliance, some states adopted dealer
protection statutes. These statutes confirm that dealers own their
data, require vendors to maintain safeguards and prohibit contractual
terms that prevent dealers from meeting their obligations under
privacy laws.

Even with these protections, many dealers learned after the
CDK event that their contracts left them exposed. Typical
provisions include:

e Liability limits that cap damages at the cost of services. For a
dealer, this means the vendor’s liability for a weeks-long outage
may equal little more than the monthly fee, while the dealer
bears the financial and reputational harm.

* Termination fees that impose heavy costs if a dealer seeks to
move to another provider, even after a significant outage.

* Gaps in coverage for compliance costs. Dealers may have
to pay for consumer notices, regulatory filings and third-party
claims, even if the trigger was a cyber event affecting the vendor.

To be clear, most DMS providers strive to maintain secure systems
and strong contractual relationships. However, the lessons of 2024
highlight the need for dealers to evaluate contracts and coverage
with care.

PRACTICAL STEPS FOR DEALERS

Dealers can take several steps to reduce future risk:

1. Negotiate liability provisions. Push to eliminate broad
limitations of liability or, at a minimum, carve out business
interruption losses tied to outages outside the dealer’s control.

2. Expand indemnity clauses. Ensure the contract requires the
vendor to cover costs associated with regulatory compliance,
consumer notices and third-party claims linked to a vendor
cyber event.

3. Secure termination rights. Add language confirming that
a significant outage or compromise of data constitutes a
material breach that allows early termination without penalty.

4. Review insurance coverage. Cyber and business interruption
insurance should cover primary losses and secondary costs
like forensic investigations, customer communications and
reputational repair.

5. Establish a response plan. Work with counsel to
create a playbook for how the dealership will respond to
vendor-related outages, including communication with staff,
customers and regulators.
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Dealers that treat their DMS agreements and insurance coverage as part of their
risk-management program will be better positioned to withstand future disruptions.

QUESTIONS TO ASK YOUR VENDOR ensure business continuity. Contract negotiations like the ones
Dealers should also engage in proactive dialogue with DMS providers.  suggested here only benefit and protect both parties, aligning risk
Helpful questions include: with responsibility and promoting long-term trust.
* What cybersecurity frameworks and third-party audits do The CDK incident is not the last cyber event the industry will face.
you follow? Technology will continue to evolve, as will the threats. Dealers that
* How often are backups tested and how quickly can service treat their DMS agreements and insurance coverage as part of their
be restored? risk-management program will be better positioned to withstand
* What is your incident notification process and timeline? future disruptions.
* How will you support dealers in complying with federal and
state privacy laws in the event of a breach? CONCLUSION
* What contractual flexibility exists if a major outage occurs? If the events of 2024 taught dealers anything, it is that a DMS
contract is just as critical as a floorplan financing agreement or
These questions foster transparency and demonstrate a dealer’s franchise document. Take the time to review your contracts and
commitment to partnership. insurance policies with experienced auto industry counsel. Doing so
now helps ensure that when the next challenge comes, dealers and
LOOKING FORWARD providers can move forward with resilience. @

The DMS is indispensable to every dealership. Providers and dealers
share an interest in resilient, secure systems that protect data and

LSL*E

“We have a fantastic relationship with the LSL team.
They keep our interests top of mind and maintain a
positive reputation in the industry.”

—Craig Whetter, President | David Wilson Automotive Group
(relationship since 1983)

David Myers, MST, CPA, Partner Adam Odom, CPA, Partner Donald Slater, CPA, Principal
Tax & Advisory Assurance & Advisory Consulting & Advisory
dave.myers@Islcpas.com adam.odom@Islcpas.com donald.slater@Islcpas.com

E— B e —— o

LSL | CPAs & Advisors | Irvine & Sacramento, CA | The Woodlands, TX | Islcpas.com/automotive | 949.829.8299
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Vacations

Tips for Creating
Supportive PTO Policies

QUIET.
LOUD

By Fisher Phillips

he trend for workers to hide their time off from their managers — known as “quiet vacationing” — has taken a sharp
turn. Employees are now “loud vacationing” by openly sharing their travel plans and using their paid time off (PTO)
without hesitation. While this should be a welcome shift for employers, it also highlights the importance of creating
supportive policies that balance employee well-being with workplace productivity. How can you help your employees
and your business thrive this summer and beyond? Here are seven tips to help you refresh your PTO policies.

1. START BY REVIEWING THE LATEST EMPLOYEE TRENDS

Here’s why you should consider revisiting your organization’s approach to PTO and start encouraging loud vacationing;

+ 85% of employees believe that vacations boost their happiness."
* 46% don't use all their allotted PTO in a year.?

« 47% feel guilty about taking a vacation.?

* 68% say they work during vacation.?

Why Employees Aren't Using Their PTO

Among workers who take less paid time off than offered, % saying each is a reason why:

Don’t feel they need to take more time off
52
Worry they'll fall behind at work

49

Feel badly about coworkers taking on additional work

43
Think taking time off can hurt their chances of advancement
19
Think they're risking losing their job
16
Fisher

Manager discourages taking time off Ph[ll]ps
1 2 SOURCE: Pew Research Center
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2. CREATE A PLAN TO REVAMP YOUR

PTO PROGRAM

There’s no one-size-fits-all PTO plan, and your policies will depend on the
unique needs of your business. However, as you consider updating and
modernizing your program, you can start by asking yourself the following
questions:

* How do your PTO policies stack up against offerings from your
competitors and other businesses in your area?

* Are you providing enough time off each year for employees to
disconnect as needed?

» Do you have an adequate system for tracking and
approving PTO use?

* Do you have clear procedures for handling requests at popular times
or during your busy season?

* Have you asked employees for feedback about their experience
requesting or using PTO?

* Have you identified any patterns of underuse organization-wide or in
particular departments?

* Do you have a legally compliant cap on accrual of paid time off or a
legally compliant PTO policy?

* Do your policies comply with all applicable federal, state and local
leave laws?

3. CONSIDER DIFFERENT TYPES OF PTO MODELS

To embrace loud vacationing, you may need to think outside the box. But
first, let’s talk about unlimited PTO models, which have become popular
in recent years. Under these plans, employees don’t have a set number of
PTO days, accruals or caps. Instead, they request paid time off as needed or
desired, and managers use their discretion to approve or deny such requests.
These policies place no cap on the amount of time an employee can take off.

The benefits of an unlimited PTO policy include:

» More flexibility for employees to take the time they need, when they
need it, rather than waiting for PTO to accrue.

* May be a good recruiting and retention tool, as it promotes
autonomy over the employees’ own work-life balance.

* May avoid employee burnout.

* Reduced administrative costs for employers in tracking PTO.

» Cost savings, as in some states there is no need to pay out unused
PTO days at the end of the employment relationship if the employer
truly has an unlimited PTO policy.

But watch out for these potential pitfalls of unlimited PTO policies:

* You may have employees who prefer to “earn” accruals rather than
use their discretion in taking time off.

* Some employees may request less time than they need, while others
may request excessive time off.

» Managers may not apply and enforce policies consistently, which
could lower morale or lead to discrimination claims.

» Although the purpose of a vacation allowance is to encourage
employees to disconnect and recharge, they may be frustrated if they
can’t cash out unused vacation time upon separation — especially
if your old policy allowed it or state law requires you to pay out
accrued vacation at termination.

» Combining vacation and sick time off may run afoul of various state
and local sick leave laws.
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Some states may still classify unlimited PTO as “earned wages” depending on
how the policy is structured and applied — so check with your attorney on the
legal nuances for your locations. For example, scan the QR code to read about

California-specific issues.

https://www.fisherphillips.com/en/news-insights/unlimited-pto-

great-resignation-concerns-practical-tips-policy.html

To address some of the concerns with unlimited vacation
programs, some employers are setting “minimum PTO” or
“mandatory vacation” policies — meaning they require employees
to take at least a certain amount of time off a year.

The benefits of this type of policy include:

* Helping prevent burnout and encouraging better work-life
balance by ensuring employees take breaks from work.

* Helping managers plan for absences and schedule work
assignments accordingly.

* May be a good recruiting and retention tool.

* You can be flexible in your approach. For example,
an unlimited policy can be combined with a minimum
requirement to reap the benefits of an unlimited PTO
plan and address some of the pitfalls (like the fear of
taking time off that’s not “earned”). You can also combine
minimum PTO with accruals or other policies that provide
a set number of earned vacation time per year to avoid
high cash-outs or rollovers at the end of the year if
offered by your company or required in your jurisdiction.
However, be vigilant of state-specific requirements, such as
California-specific issues relating to accrual caps and payment
of PTO at separation.

* You can still award employees with extra time off based on
tenure, for example, by raising the minimum for employees
with seniority.

A word of caution: You'll want to ensure your written policy
is developed and implemented carefully so that the minimum
doesn’t unintentionally become the maximum. We'll discuss
corporate culture in more detail next.

4. WORK WITH EMPLOYEES TO

REDUCE ANXIETY

According to Glassdoor’s research, 77% of employees feel
anxious about the workload they’ll face when they return from
vacation. You can help assuage their fears by:

» Scheduling a 1:1 meeting prior to their vacation to go over
any projects or tasks that will need to be reassigned to
other employees during their absence.

* Encouraging them to truly disconnect while on vacation and
reassuring them that you have an adequate work-coverage
plan in place.

* Following up when they return to work to help prioritize
tasks and manage their workload.

» Offering words of encouragement to enjoy their time off and
welcoming them back when they return.


https://www.fisherphillips.com/en/news-insights/unlimited-pto-great-resignation-concerns-practical-tips-policy.html
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5. CREATE METRICS FOR MANAGERS

You'll certainly want to train your managers on your PTO philosophy
and policies. But you can go a step further in the spirit of loud
vacationing by developing performance metrics for managers based
on time-off objectives for their teams. Consider doing the following:

* Analyze team PTO use to ensure sufficient time is being taken by
all employees.

* Address patterns of underuse. Is the manager discouraging
vacation use, or are employees hesitant to take time off for
some reason?! Get to the root of the issue.

+ Assess whether PTO is being approved and used equitably
across the team. If not, find out why and address any disparities.

* Ask employees for feedback. You can periodically survey
employees to find out what is and isn’t working for them.

Just remember that if you ask employees for their input, it’s
important to follow up and address their concerns.

6. DON'T FORGET THE LEGAL STUFF

 Ensure your PTO policies align with all applicable federal, state
and local leave laws — including paid family leave, paid sick leave
and accrual requirements. Note that some states have banned
“use-it-or-lose-it” PTO policies or require employers to pay out
accrued but unused PTO at the end of employment.

* Employers with multiple locations may need to make
jurisdiction-specific adjustments.

* Be sure to create a clear and objective process for approving
or denying vacation requests, whether based on performance
issues, busy seasons or seniority during popular vacation times.

* Document your legitimate business reasons for denying
requests. Make sure decisions are made consistently and fairly
to reduce the risk of discrimination claims. Consult with legal
counsel, if needed, to ensure the denial doesn’t interfere with
protected leave.

* Train managers on PTO policies and basic leave-law compliance
and let them know who to contact on your HR or legal team
when issues arise.

7. LEAD BY EXAMPLE

We'll end with one of the most important aspects of a thriving
workplace culture: Remember that your senior leadership team sets
the tone for the entire organization. To embrace loud vacationing,
your leaders must prioritize and value their own time away from
work — and they should let your employees know about it.

To set the tone, think about taking these actions:

* Encourage senior leaders and all managers to mention in their
internal out-of-office message that they are on vacation and
disconnecting while away. Be sure they designate a point person
for critical issues in their absence.

+ Talk about PTO in team meetings. Give space for employees to
share their vacation plans or post-vacation stories — but also be
sure to respect their privacy.

+ Create a space on your internal portal or team site where
employees can voluntarily share their vacation photos. (You can
designate someone in HR to upload submissions and ensure
professionalism.)

CONCLUSION

Fisher Phillips will continue to monitor developments in this area and
provide updates as warranted, so scan the QR code to subscribe

to Fisher Phillips’ Insight System and get the most up-to-date
information. For further information, contact your Fisher Phillips
attorney. @

https://www.fisherphillips.com/en/Subscribe.html

Sources

1. https://www.empower.com/the-currency/work/pursuit-of-pto-research

2. https://www.pewresearch.org/short-reads/2023/08/10/
more-than-4-in-10-u-s-workers-dont-take-all-their-paid-time-off/

3. https://www.glassdoor.com/blog/why-employees-dread-returning-to-work-after-pto/
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Iceberg Effect
The Hidden Costs of Acc‘ige |

By Sam Celly, MS, JD, CSP, Celly Services Inc.

orkplace accidents
can be expensive

for any corporation.

Management often can brush

away accidents and injuries by stating that
it is just part of doing business. Some may look at accidents in
terms of the dollar costs of treating injured employees, replacing
injured employees, replacing broken machinery, etc. Accident-related
expenses often go much deeper than what meets the eye. Hence, the
iceberg effect.

The visible tip of an iceberg represents only a tiny fraction of its true
impact, just like the immediate costs of an accident. Managers understand
the acute impact of workplace injuries — medical bills, damaged equipment
and downtime — but the hidden costs lurking beneath the surface are even
more devastating.

Accidents come with substantial costs that often go unnoticed until they start piling
up. Here are some common ones.

* Loss in Productivity: VWhen an accident happens, work slows down or stops
entirely, resulting in delays and inefficiencies. For example, your only transmission
mechanic breaks an arm and is gone temporarily for six weeks on disability. You must find
a substitute. For calculation purposes, the tech was paid $40/hr. Your labor rate is $240/
hour. The $200 differential at 40 hours/week is $8,000 weekly. For six weeks of downtime,
you lost $48,000. Lost time is serious money!

* Employee Replacement Costs: If the employee is permanently disabled, you need to hire
another mechanic. Lube techs may come easily; a master mechanic is likely more difficult to
lure to your store. According to the 2023 NADA Dealership Workforce Study, the average
cost to recruit and onboard a new hire is $5,000. Time to fill is another factor, impacting
overall costs. According to DHI Group’s Hiring Indicators 2017 Report, the retail industry
had a time-to-fill average of 25 days. That’s 25 days of customers waiting for a specialist to
repair their vehicle.

* Training Costs: Companies spend significant time and money training new hires in the
company standards and their way of conducting business. According to the NADA Study,
the average training cost for dealership employees is $1,200. These can spin upward of
$10,000 per employee, depending on their skill level and job, according to CBTNews!
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Legal Fees and Fines: Companies may face lawsuits, regulatory
fines or settlements, which can be financially draining. OSHA
fines and penalties are $16,500 per violation and $165,000 for a
willful violation. With nearly 40 years of experience in workplace
safety, | am confident that OSHA will find a code violation for a
serious accident, roping you into a regulatory morass of appeals,
hearings and penalties. Trial lawyers are lurking in the waters,
too. If they smell employer culpability that caused a serious
accident or harm, they will bypass the workers’ comp judge
under some novel theory and head to the Superior Court.
Equipment and Property Damage: Repairs and replacements
for damaged tools, machinery or infrastructure can be costly.
Downtime for equipment can create a backlog and loss of
productivity. If a customer’s vehicle is damaged during the
incident, associated costs may follow, such as providing a loaner
until repairs are made.

Increased Insurance Premiums: Insurance costs often rise
after an accident, adding immediate and long-term financial strain
to the dealer.

Emotional and Psychological Impact: Accidents can lower
morale, increase stress and lead to long-term emotional effects
on employees.

Reputation Damage: A serious accident can hurt a company’s
public image, making it harder to attract employees and even
customers. Customers may demand a buyback if a vehicle is
damaged during an accident at the dealership.
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~ “helping automobile dealers compl
IIP and OSHA regulations. Let
you a new approach for managj
at your dealership.

Spend less time on compliance issues

and more time running your dealership.

Celly Services, Inc

your bottom line.
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This is an excellent framework for understanding why proactive
workplace safety measures are a financial necessity and not merely
compliance. Preventative measures like rigorous safety training,
regular equipment maintenance and fostering a safety-conscious
workplace culture can significantly reduce these risks. Companies
that invest in safety upfront often find that their return on
investment (ROI) outweighs the costs of handling accidents
after they occur.

DISCLAIMER: The contents of this article are for informational purposes
only and are not to be considered as legal advice. Employers must consult
their lawyer for legal matters and EPA/OSHA consultants for matters
related to environmental health and safety. The article was authored

by Sam Celly of Celly Services Inc., who has been helping automobile
dealers across the United States comply with EPA and OSHA regulations
for over 38 years. Sam is a certified safety professional (No. 16515)
certified by the National Board of Certified Safety Professionals. Sam
received his BE (1984) and MS (1986) in chemical engineering, followed
by a JD from Southwestern University School of Law (1997). Sam is a
member of the American Chemical Society (No. 31176063), American
Industrial Hygiene Association (No. 124715) and National Association of
Dealer Counsel (NADC). Sam also serves on the Board of Orange County
American Industrial Hygiene Association and on the California Industrial
Hygiene Council (CIHC). Celly Services newsletters can be accessed

at www.epaoshablog.com. Your comments and questions are always
welcome. Please send them to sam@cellyservices.com.

-
-

(562) 716-6100

cellyservices.com

LET’S
. TALK!
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ASK ALISN

Healthcare Trends Impacting
Your 2026 Benefits Strategy

By Alison McCallum, Principal, EPIC Insurance Brokers and Consultants

ealerships face the crucial challenge of balancing
compelling employee benefits with sustainable healthcare
cost management. Effectively attracting and retaining
talent means looking ahead and adapting to an evolving
landscape.

To help you prepare for 2026, here are seven critical trends defining
2026 benefits strategies:

1. Accelerating Cost Increases: The rampant reemergence of
healthcare trends continues to outpace inflation, with medical
costs rising 8%, pharmacy 10%, dental 5% and vision 4%.
These steep increases are putting unprecedented pressure on
benefits budgets and causing dealerships to explore alternative
strategies.

2. Innovative Plan Structures: Forward-thinking dealerships
are exploring alternatives to traditional plans, including
Health Reimbursement Accounts (HRAs), Health Savings
Accounts (HSAs), variable copay designs and captive insurance
arrangements to better control costs while maintaining
competitive benefits.

3. Compliance Concerns: Compliance challenges for employee
benefits programs continue to stress HR departments.
Evolving state absence laws and fiduciary liability continue to
be challenging areas.

4. Stop Loss Markets: Stop loss costs are exploding, led
by cancer, and high-cost drugs and procedures. Employers
are seeing a significant increase in large claims, particularly
for cancer treatments, with costs ranging from $250,000
to $750,000. While cell and gene therapies remain on the
horizon, uptake is slower than initially anticipated. These
therapies promise significant advancements but also come
with high costs, which will impact stop loss insurance.

2 sanDiecoDeaLer 4 4 4 4

5. Weight Loss Medication Impact: The increasing demand for
GLP-1 medications is transforming both healthcare utilization
patterns and costs. With growing employee demand and
an average annual cost of $12,000 to $15,000 per patient,
dealerships must develop thoughtful coverage strategies that
balance access with cost containment.

6. Specialty Medication Pipeline: The specialty medication
landscape continues to evolve with breakthrough treatments
entering the market. While these medications offer hope for
previously untreatable conditions, their six-figure price tags are
creating significant financial challenges for self-funded plans.

7. Mental Health Access and Equity: Expanding mental health
services remains a top priority, with employers focusing on
eliminating barriers to care and ensuring equitable access
across diverse employee populations. Virtual care options and
specialized EAP programs are becoming standard components
of comprehensive benefits packages.

As you plan your 2026 benefits strategy and budget, partnering with
an experienced broker who is well-versed in the unique dealership
industry is indispensable. If you would like more information or a
benefit strategy and cost review, EPIC will provide details to NCDA
San Diego members at no cost. @

EPIC ranks among the top 15 retail insurance brokers in the United States
and is the largest insurer of auto dedlers in the state. Alison McCallum has
been in the employee benefits industry for over 20 years and personally
works with more than 80 California dealerships. She is a principal with EPIC
Insurance Brokers and Consultants. EPIC offers unique dealership expertise
and services available to NCDA San Diego dealer members at no cost. If
you have questions or would like further information, please feel free to
contact her at alison.mccallum@epicbrokers.com or (949) 417-9136.
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New Associate Members!
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San Diego « Los Angeles » Phoenix

Western Pump proudly serves the vehicle maintenance, fueling, EV charging and transportation infrastructure
industries. We are the only fully integrated company in the southwest to offer comprehensive construction, service,
maintenance, compliance and equipment distribution services. With a commitment to customer satisfaction, for over
75 years, Western Pump has delivered trusted solutions that keep businesses running efficiently and reliably. To learn
more, visit the Western Pump website at www.westernpump.com. You can also contact Ryan Rethmeier, president,
by emailing ryanr@westernpump.com or calling (619) 578-2182.

&

Dave Cantin Group (DCQG) is a leading automotive M&A advisory company specializing in acquisitions, divestitures,
intelligence and other advisory services. The company is the M&A services provider of choice for North America’s
top automotive dealership groups, advising on approximately 40 transactions annually. DCG is differentiated by its
advisory approach, long-term lens on client relationships and commitment to market intelligence tools that inform
DCG and client strategies. In 2023, DCG became the only retail automotive M&A company with a significant strategic
investor, welcoming Kaltroco to the DCG family.

Through its M&A intelligence division, DCG produces automotive content and delivers relevant, timely marketing
intelligence, including the automotive industry Market Outlook Report (MOR). With CBT News, DCG produces the
“Inside M&A” studio show and podcast to share stories, news and trends impacting the retail automotive industry.
DCG's proprietary Al-enabled software, Jump 1Q, anchors its advisory services that support retail automotive dealers
in developing informed M&A strategies and making smarter M&A decisions.

The company’s nonprofit initiative, DCG Giving, funds child and adolescent cancer research and treatment in
communities nationwide and other worthy charitable initiatives. DCG team members regularly feature on the
industry speaking circuit and are often cited by top national and global news outlets. For more information, please
visit www.davecantingroup.com.
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FORMULAAUTO

Formula Automotive is a hands-on, boutique consulting firm specializing in warranty
reimbursement rate submissions for auto and heavy truck dealers. This is one of the
most overlooked and under-optimized areas in fixed ops profitability.

While others rely on automated systems and cookie-cutter processes, Formula
Automotive takes a high-touch, deeply personalized approach. Every analysis is
conducted by a dedicated team of experienced analysts who are not simply reliant
on software to drive results. They roll up their sleeves, dig into the data and provide
context-rich insights that reveal hidden opportunities and prevent costly oversights.

Their analysts work with you to make sure you're getting every dollar you're entitled
to. For a no-cost analysis to determine what rate you qualify for; contact Nick
Brunotte by emailing nick@formulaauto.com or calling (614) 551-4615.

. SPROCKET
POWER

Sprocket Power helps businesses reduce utility costs by as much as 90% through

a powerful combination of technology, data and strategy. We design and optimize
comprehensive on-site energy systems that integrate solar, battery storage, EV
charging and advanced building controls — putting you firmly in control of your
energy costs and directly improving your bottom line. Our cloud-based monitoring
and Al oversight take the headache out of facility management, keep your operations
running through power outages, and prevent costly demand charge spikes — even
as EV charging becomes a bigger part of daily operations. Each month, we deliver
detailed performance reporting and economic analysis, along with recommendations
for additional savings opportunities. And because we track and measure your
greenhouse gas reductions, you can proudly highlight your commitment to
sustainability and community leadership. You can contact Ryan Berglas, VP of Business
Development West, Sprocket Power Inc., by emailing rberglas@sprocketpower.com
or calling (650) 439-8371.
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Meriplex delivers managed cybersecurity and IT services tailored to automotive dealerships. It helps to protect
customer data, keep DMS and showroom systems running and support multi-location operations with a 24/7
U.S.-based help desk, NOC and SOC coverage. From compliance guidance to network modernization and
endpoint management, Meriplex keeps sales, service and fixed-ops teams connected and secure so dealers can
focus on customers — not outages. To learn more, visit meriplex.com/auto. You can also contact Gary Veselka
by emailing gary.veselka@meriplex.com or calling (408) 887-0587.

FERRUZZO

For nearly 45 years, Ferruzzo has served as the preeminent law firm in representing new and used motor vehicle
dealerships. Whether buying or selling an existing dealership or opening a new point, our attorneys collaborate
with clients to achieve optimal results. We have represented clients in dealing with virtually all automobile
manufacturers. We assist our clients in understanding the ins and outs of the manufacturer’s requirements. With
our deep history with the manufacturers, we have established long-term, productive and invaluable relationships
with them.

To date, we have represented clients in the purchase and sale of hundreds of dealerships throughout California
and the United States. In each case, we work with your certified public accountant to structure the transaction
in a tax-efficient manner. We also regularly work with clients to prepare partnership, operating and shareholder
agreements that ensure all owners’ interests are protected. Ferruzzo is a full-service law firm that services
automotive dealerships in employment practices and compliance, succession planning, real estate transactions
and tax strategy planning for a disposition or acquisition of dealerships, with a deep understanding of the unique
challenges of doing business in California.

You can contact the managing partner, Timothy J. McElfish, by emailing tmcelfish@ferruzzo.com or calling
(858) 392-8250.
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Baker

Electric

N Established 1938

Baker Electric’s Commercial Solar Group helps auto dealers drastically reduce energy
expenses with turnkey solar, microgrid and storage solutions designed for long-term
savings and sustainability. Leveraging the full capability of the One Baker multi-trade
approach, we can design an energy solution that maximizes the benefits of federal

and state incentives, delivering high-performing systems on time and on budget. From
rooftops to carport canopy installations, we provide complete design, permitting,
construction, utility coordination and financial guidance. Our team’s proven expertise
and deep industry knowledge make us the trusted partner, for reliable, cost-effective and
future-ready energy solutions.

To find out if solar is right for your dealership, visit www.bakercommercialsolar.com or
call Tom Holbrook, senior energy consultant, at (858) 245-5055 or email
tholbrook@baker-electric.com.
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California New Car Deabers Assaciation Insurance Brokers &
Consultants

LET'S BE EPIC TOGETHER

EPIC Insurance Brokers & Consultants is proud of its partnership with more than 300 California dealerships and is the
CNCDA'’s only licensed broker for health insurance and employee benefits.

As the dealers’ consultant, experience what EPIC can do for you, including:
A team producing significant results with decades of experience understanding the specific needs of dealerships
Fully insured and unique alternative funding options to best fit your dealership’s needs and provide the most
significant savings
Full compliance services and HR support for your team

FOR A BENEFIT COST ANALYSIS AND COMPLIANCE CONSULTATION, PLEASES CONTACT:

Alison McCallum
(949) 422-6431
alison.mccallum@epicbrokers.com

EPICBROKERS.COM

©2025 Edgewood Partners Insurance Center. All rights reserved. | CA License: 0B29370
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San Diego Outlook Reloased by

Dealers Association
Covering the San Diego County automotive market Data thru August 2025 San Diego County

San Diego County New Retail Car and Light Truck Registrations

Most Recent Two Months YTD thru Aug. YTD Market Share
7/24 & 8/24  7/25 & 8/25 % change YTD '24 YTD '25 % change YTD '24 YTD '25 change
Industry Total 23,736 23,990 1.1% 96,207 98,390 2.3%
Cars 5,857 5,298 -9.5% 24,132 23,111 -4.2% 251 235 -1.6
Light Trucks 17,879 18,692 4.5% 72,075 75,279 4.4% 74.9 76.5 1.6

Data sourced from Experian Automotive. Figures for August 2025 are partially estimated.

Percent Change in County Registrations by Manufacturer Percent Change in County and U.S.
YTD 2025 thru Aug. vs. YTD 2024 New Retail Light Vehicle Markets
6.3 YTD 2025 thru Aug. vs. YTD 2024
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The graph above shows the percent change in new car and light truck registrations by =~ The graph above compares the change in new retail car
manufacturer during the first eight months of this year versus the same period a year ear-  and light truck registrations in both the county and U.S.
lier. Data sourced from Experian Automotive. Note: MB is Mercedes-Benz. markets. Data sourced from Experian Automotive.

BEV Share of San Diego County New Retail Light Vehicle Registrations
Year earlier period (blue line): Sep-23 thru Aug-24
Most recent period (orange line): Sep-24 thru Aug-25
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The graph above show 24 months of history for BEV (battery electric vehicle) market share in San Diego County. The most recent 12 months are
shown by the orange line, and the year-earlier 12 month period is shown by the blue line. Data sourced from Experian Automotive.

Data Information

Data presented in Auto Outlook measures new retail vehicle registrations in San Diego County. Monthly recording of registrations occurs when vehicle
title information is processed, which may differ from date of sale. Title recording can occasionally be subject to processing delays by governmental
agencies. For this reason, the year-to-date figures will typically be more reflective of market results.




San Diego Auto Outlook Data thru August 2025

County Market Share for
e Top 15 Selling Brands

San Diego County YTD 25 thru August vs. Year Earlier
New Retail Light Vehicle Registrations
Registrations Market share Toyota . ;9-3
YTD 24 YTD 25 %| YTD'24 YTD 25 :

thru Aug. thru Aug. change| thru Aug. thru Aug.
Acura 494 711 44% 0.5% 0.7% Honda
Alfa Romeo 46 33 -28% 0.0% 0.0%
Audi 1,550 1,519 2% 1.6% 1.5% Tesla
BMW 3,625 3,752 4% 3.8% 3.8%
Buick 159 186 7% 0.2% 0.2%
Cadillac 605 686 13% 0.6% 0.7% Ford
Chevrolet 5,057 5,894 17% 5.3% 6.0%
Chrysler 172 124 -28% 0.2% 0.1%
Dodge 384 136 -65% 0.4% 0.1% Chevrolet
Ford 7,352 8,003 9% 7.6% 8.1%
Genesis 313 337 8% 0.3% 0.3% ,
GMC 1,369 1,575 15% 1.4% 1.6% Kia
Honda 10,698 10,666 0% 11.1% 10.8%
Hyundai 4,719 4,719 0% 4.9% 4.8% Hyundai
Infiniti 215 176 -18% 0.2% 0.2%
Jaguar 9 44 51% 0.1% 0.0%
Jeep 1,706 1,643 -4% 1.8% 1.7% Lexus
Kia 4,979 5,482 10% 5.2% 5.6%
Land Rover 805 940 17% 0.8% 1.0%
Lexus 3,588 3,047 10% 3.7% 4.0% BMW
Lincoln 251 206  -18% 0.3% 0.2%
Maserati 39 25  -36% 0.0% 0.0% Mercedes
Mazda 2,402 2,636 10% 2.5% 2.7%
Mercedes 2,774 3,504 26% 2.9% 3.6% =YTD '25
MINI 260 286 10% 0.3% 0.3% Nissan 2 thru Aug.
Mitsubishi 98 118 20% 0.1% 0.1% ' =YTD '24
Nissan 3,340 3,396 2% 3.5% 3.5% 34 thru Aug.
Polestar 153 82  -46% 0.2% 0.1% Subaru 34 —
Porsche 696 792 14% 0.7% 0.8%
Ram 811 778 -4% 0.8% 0.8% Mazda 7
Rivian 806 807 0% 0.8% 0.8% 5
Subaru 3,267 3,352 3% 3.4% 3.4%
Tesla 12,810 9839  -23% 13.3% 10.0% Volkswagen
Toyota 16,999 18,948 1% 17.7% 19.3%
Volkswagen 2,234 1,820 -19% 2.3% 1.8%
Volvo 723 773 7% 0.8% 0.8% Jeep
Other 618 455  -26% 0.6% 0.5%

Top ten ranked brands in each percent change category are shaded

ray. Data sourced from Experian Automotive.
gray P Brands On the Move

Largest % increase in registrations
i during past 3 months (Jun ‘25 thru Aug 25) vs.
preceding 3 months (Mar ‘25 thru May ‘25)
Among top 20 selling brands in past three months

Rivian
This report is sponsored by the New Car Dealers Association San 27.9%
Diego County (858-550-0080) and produced by Auto Outlook (610- Tesla
640-1233). Any material quoted must be attributed to San Diego Auto 19.6%
Outlook, published by Auto Outlook, Inc. on behalf of NCDA San
Diego County. Data source must also be shown as “Data sourced
from Experian Automotive.” Please contact the Association with any
questions or comments regarding the publication.

Nissan
5.8% Chevrolet GMC

I 1.5% 0.2%
——

Copyright September 2025.
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Own the Night

With Color-Changing Roofline Lighting

==l -
B BERL

v" Draw in traffic and increase visibility

v" Celebrate holidays without paying for temporary lights
v" Match your brand colors & highlight special events

v" Celebrate community & local sports teams

v~ Smart app control with automated schedules

v” Energy-efficient and built to last 15-20 years

Call/Text for Free Estimate

MODERN| 760-456-5006

.. '_-'G_HTSCAPES www.ModernLightscapes.com

' SCANME

CA License #1110598



https://www.ncda.com/
https://modernlightscapes.com/commercial-lighting/
https://modernlightscapes.com/commercial-lighting/
https://modernlightscapes.com/
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