Collection Services of NC, LLC

Hello, this is John Huddle with Collection Services. Today, we bring you another Collector’s Minute.  This time, we take up the topic: “How to Avoid Repossessions”. 

Do a Google search for “credit union repos for sale” and you will find several CUs advertising repossessions for sale on their website. I would venture to say more today than just two years ago. Recently, a Collection Manager of a large CU told me that they had about twice as many as they normally would have. So many that they had put up a website just to sell the repos! 
Certainly selling repos can be a tough job. We will take up that topic another day. Today, let’s talk about ways to avoid repossessions and at the least – added repossession costs. 

During the mid-1980s I worked as an outside repo man for a large auto finance company in SC. We had contests that were company wide and part of the criteria being judged included our branch taking only a certain number of repos per month.  Our number was “21”. Before the end of the previous month the repossessions were being planned for the next month. We all knew the quota. The contest was for the whole year. The “best branch” for the year won an expense paid trip to home office in West Palm Beach, FL which included the company jet as the mode of transportation. The incentives were high and the pressure was greater as the year went on. We were in the top three every month. We became very creative in who we “allowed” to either turn in a car or have their car/truck repossessed. Right from the very start of a customer even hinting they may turn their car in – there were scripts we were trained to use. Here are some of the lines we used:
1. Customer: I may turn in my car. 

      Collector: “We are not accepting repos this month; you will need to sell it  

      yourself”.  

2. Customer: I have not been able to sell the car. 

       Collector: What have you tried? Have you tried the newspaper?, the local

       trader paper? (Internet not available then..)  

3. Customer: I had an offer, but it was not enough. 

      Collector: Can you borrow the difference to pay-us off in full? That would 

       help save your credit and besides, we are still not accepting repos this    

       month. We are not sure we can next month. You need to pay-off the loan 

       some how. Do you have a relative that can help? Do you have any 401K 
       you can use? Your credit is worth it. 

4. Customer: I have not found a buyer. 
      Collector: Where did you advertise? What kind of sign did you use? (most
      customers are not aggressive when selling a car/truck, they need help) 

      Where did you park the car? Did you have it cleaned?
You get the idea. We went to great lengths to motivate the customer to sell the unit themselves, or finance it some where else, or get a relative to buy it until they could take it back again, or what ever we could imagine. Many would only think about the BIG loan amount. They needed help in getting what they could for the car and learning where to get the difference and how much it would help them to go the extra step to save their credit. They may need to sell the car and another asset to cover the loan. Help them see how it is VERY important not to turn in a car. Have a yard sale, sell some land, ask for your inheritance early.... Ask you employer for an advance on your pay...
Today, there are more avenues open to the average person. I would encourage listing the unit online with pictures and maybe even copy what some used car dealers are doing. Offer a free gas card for the buyer- $100! 

Who would pay for it? Well, if the member could not, I would consider the CU stepping up to add an incentive to help get rid of the car!!! I have not had to yet, but I would consider having the CU pay for the gas card or some other incentive to get the unit sold before you had to take possession. What is the marketing department doing for new car loans? Maybe you could get some ideas from them. Yes, have them put it on any website they can. Craigslist, Ebay, Local – Auto Trader Online. ANYTHING! Signs at the laundry mat, with pictures! What ever it takes! Help them help themselves (and you)! 
What is it worth? How much is your average repo balance? If you avoided one a year using this method – what would it be worth to your CU? Recently, it could be something that has been affected by the way cars are financed, but I see the average balance going up!! Used to be $2500 to $3000 or so, now I have seen repo balances averaging $5,000 to $6,000 ++++! If you approached 20 or even 25 members a year with this strategy, then you only helped 2 to sell before repossession, then you just saved at least $10,000! So, lets think about repos another way. We really don’t want them and we really should not make it easy to get them. 
Here is another thing, if they just have to turn one in, get them to drive it themselves to the nearest branch. Tell them they will save themselves embarrassment and fees if they turn in the unit- cleaned, tag and registration removed with two keys and a spare with the jack in the car. Tell them to check above the sun visor and the in the console. Help them cut the costs by letting them know that you pass on many costs and add it to the repo balance. 

Remember, if you saved or avoided only one a year, it would help a member and help your CU. How much? Well, more than the money it costs to stay a little longer on the phone and work through the issues. It is well worth even writing down some responses you are comfortable with and practicing them. When it just rolls out of you, the member will be able to see it as normal that you don’t want the car. Make it tougher for you and your CU to accept a big loss. Be sure they know you need to loan paid in full. The CU does not want the car; they would rather have the money. “We are not used car dealers, we loan money for people to buy cars” 

By the way, our branch won the contest and took the trip to FL on the jet!
This has been John Huddle with Collection Services. We hope you have enjoyed this “Collectors’ Minute”. You will find this file and the text version on our new website- www.auto-dialer-solution.com. We appreciate you sharing them with others if they have been a help. We are making some long needed changes to our product offerings. www.auto-dialer-solution.com is our new home page and site for our accudialer service and for Collector’s Minute audio and text. . We will announce more changes soon. All of these will be to better serve you and your needs. 
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