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With automotive OEM's expanding
their Electric Vehicle (EV) offerings
with ever more attractive models and
range extending capabilities that allow
consumers to drive ever farther, the
market is poised for significant growth.
With US governmental incentives
reaching more than $180 billion in
2022, and private investors pumping
in more funding, automotive dealers
need to start rethinking their business
models and dealership platforms to
support the new market need. So
how do they prepare for the broad
cultural shift underway alongside the
rapidly evolving retail model? Will the
avoidance to change cause traditional
thinkers to become laggards and lose
market viability?
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The EV Market Overview

DEMAND FOR EVS

It's important to ground these questions by first understanding
the increasing consumer demand for EV. The International
Energy Agency reported that 60% of U.S. drivers are
considering buying an EV today. However, those same
drivers admit to largely not knowing what is required to

own an EV and importantly the looming issue — the charging
infrastructure required for EVs. This is not just the public
infrastructure, but the infrastructure needed at home or
within the workplace. Equally important is the infrastructure
at the dealerships to support “at the ready” delivery and
maintenance of EV inventories.

EVS AS THE NEW PRODUCT

Today internal combustion engine (ICE) vehicles are well
understood by the public and have been for almost 100 years.
There are thousands of vehicle choices supported by millions
of service stations, no range limitation other than finding
the next gas station, and a massive public infrastructure
already in place. Dealers can store thousands of vehicles for
“at the ready delivery” with as little as a short delivery prep
and a top off of the gas tank. Other than large plots of real
estate, dealers only need to focus on their sales, delivery, and
service infrastructures to support their customer long term
value goals.

EVs change that considerably. Yes, the idea that we can get in
and go with a new green conscious is wonderful, but the need
for an ever-expanding EV charging infrastructure(s) starting at
the dealership, expanding to the owner’s home, and into the
highway network must become a central strategy and impetus
for today'’s retail dealerships. Doing so ensures consumers have
available product, know how to adapt to the new requirements
of EV and can build new confidence in the product shift.


https://www.thezebra.com/resources/research/electric-vehicles-report/#1-in-5-people-have-considered-purchasing-a-fully-electric-vehicle
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Understanding the EV Charging Infrastructure

To promote the adoption of EV, it is very important a proper
infrastructure is provided to customers for recharging the
vehicle. The technology should be convenient, reliable, and
fast. Optimization of the EV charging infrastructure requires
proper planning in terms of location and size of the charging
station. A large charging station can have a higher number of
chargers to serve more EVs but at the same time, it will require
higher electrical energy and construction cost.

Planning and operation management of the charging stations
are crucial for understanding costs including the level of
charging, number of charges, space requirement, type of
charging station, and energy storage technologies to be used.
Analytics of the charging station network enables charging
scheduling to support grid operation, minimizing the waiting
time for charging, leading to a smooth charging operation for
the dealerships

Software tools are very useful in planning and designing, and
for simulation and optimization, of the EV charging station
infrastructure, including the distribution system and charging
demand, as well as reducing construction cost. These tools
can rationalize costs and potential profits by determining the
station capacity and EV fleet size.

* source: MDPI/ US Department of Energy

EV INFRASTRUCTURE REQUIREMENTS"

Even as dealerships have added Hybrid and full EV models,
many lack the knowledge of how to plan for the requirements
of EV charging. It isn't simply adding a few charging stations.
Rather, a broader consideration of the need for hundreds

of networked stations across inventory lots that extend

into service bays and into dealership sales floors is required.
Understanding the complete EV charging infrastructure means
dealerships can ensure available inventory for a frictionless
sales process, long-term ownership, and service availability
for consumers.

An electric vehicle supply equipment (EVSE) is an integral part
of EV charging infrastructure. It supplies electrical energy to
EVs for charging from different energy sources. Its classification
depends on a wide variety of factors including the type of
power supply, type of integration of the charging station

with the power grid, power levels used for charging, type of
charging infrastructure, mobility, direction of power flow and
OEM requirements of the EV vehicles a dealer has in inventory.

An EVSE port provides power to charge only one vehicle at a
time even though it may have multiple connectors. The unit
that houses EVSE ports is sometimes called a charging post,
which can have one or more EVSE ports.

Example of an EV Charging Station Location

4 CONNECTORS
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Based on the type of integration of the charging station with the power grid, EV chargers
can be classified into five types:

Only grid-connected charging
station — the electrical energy is from
the main public power grid system.

Grid and renewable
energy integrated
charging station with
energy storage —an
energy storage system
is also included in a
grid and renewable
energy integrated
charging station.

&

A

Grid and renewable energy
integrated charging station —
the electrical energy is supplied
by a coordinated energy sharing
between the main public

power grid and a renewable
energy system.

Off-grid renewable
energy powered

Off-grid renewable energy powered
charging station with energy storage —
the electrical energy is powered by a
combination of a renewable energy
system and energy storage system.

charging station
without energy
storage - the
electrical energy is
only generated by 2
or more renewable

energy resources.

Based on power levels used for charging, these options can be deployed in four ways:

LEVEL 1 CHARGING

Normal charging
use of standard power
outlets that are
mostly available in

residential installations.

LEVEL 2 CHARGING

Semi-fast charging
current levels exceed
the standard domestic
outlet but can be set up in
residential and commercial
areas or buildings.

LEVEL 4 CHARGING

LEVEL 3 CHARGING

Fast charging
power levels are very high
compared to standard
industrial or domestic
socket outlets and a
specific infrastructure
is required.

Ultra-fast charging
voltage rating is higher
than fast charging.
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EV CHARGING STATION INSTALLATION COSTS

The average upfront cost of installing a single Level 2 EV charger is about $6,000. Multiply this by 5, 10, or 20 chargers and a
commercial station may have a price tag of $30,000 - $120,000.

However, due to numerous incentives across the nation, the property owner may not have to pay the full price. The federal

EV tax credit offsets up to $30,000 of these costs, and local incentives can chip off more. For example, a publicly available
station installation in Michigan can qualify for up to $5,000 off per charger. For a 10-charger installation, that's $50,000 off the
original price.

Preliminary design requirements, site prep, and installation

&

Preliminary Design Site Installation
Requirements Preparation Requirements

The first steps to evaluating your Prepping a commercial EV charger Once all necessary changes are
EV charging infrastructure include: site involves several expenses made to the site, it's time to get
such as: the chargers there and working.

» Underground Surveying
Like solar installations, the cost of

» Electric infrastructure to power
this varies by:

» EV Permit Drawings
the charging stations

» Interconnection Drawings . .
BV Eno _ & » Wire conduits and connectors Electrical service
> ngineering
fve C (tine & » Pouring new concrete Number of chargers
> onsulting . . Location
Project Management » Parking lot restriping
> Signage Material quantity and type

Labor
Required permits

Associated taxes

vV Vv vV v v vy

Applicable state and
local initiatives

» Networked Charging
Stations with Analytics
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Charging Up The Sales Strategy

THE EV INFRASTRUCTURE PITCH

Building out the EV infrastructure on a retail lot can provide
a physical anchor around which dealership staff can develop
a sound sales pitch. Once the salesperson has the customer’s
attention, the salesperson can highlight every feature of the
solution while answering frequently asked questions. Giving
customers the opportunity to ask questions and receive
answers in real-time is a critical part of the sales process that
internet research can't duplicate.

REMOTE MONITORING OF EV INVENTORY
AND CHARGE LEVELS

Managing inventory is always a challenge for auto dealers.

A typical dealership might rely on porters for many out-lot
management duties, such as performing routine vehicle checks
and bringing vehicles to the retail lot as needed. A charging
infrastructure can adopt vehicle location and charge analytics
that help dealerships remotely identify a vehicle and monitor
its charge level while in service or in storage all through a
mobile app or dashboard. Having a smart, comprehensive,
integrated charging station ecosystem on your lot is a good
way to make sure customers have a full charge whenever they
pick up their vehicles. The ability to monitor EV charging for
vehicles being serviced can also help dealerships manage costs
associated with charging and determine how much of the cost
to pass along to customers.

VEHICLE READINESS

Once a customer makes a decision about a car they want to
test drive, much less buy, it's critical for that vehicle to be in
a drivable condition. Dealerships can use analytics to identify
when they see a spike in test drives and make sure they have
a bank of cars charged and ready. The last thing a customer
wants is to wait 30 minutes or longer while an EV charges. A
wait time as short as 10 minutes could mean the difference
between a $50,000 sale and a lost customer.

CHARGER REVENUE OPPORTUNITIES

As a dealership starts selling more EVs, they could shift
resources from their existing service department to a new EV-
focused service department that installs branded residential
chargers at their customers’ homes.

Offering EV chargers for sale can open up a number
of opportunities:

» Retain or increase service revenue: Depending on the
volume of EV sales, a dealership could find that installing
branded EV chargers for customers could more than offset
the loss of traditional service revenue.

> Increase brand awareness: Having more branded EV
charging stations around town is a great way to increase
brand awareness and establish a dealership as a local
EV authority.

> Expand local EV infrastructure: The more charging
stations people have in their homes in a given region, the
more familiar and comfortable people in that region will be
with purchasing EVs, thus creating a rise in EV ownership.

Building out the EV infrastructure on a retail
lot can provide a physical anchor around which
dealership staff can develop a sound sales pitch.
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Working With
Public Utilities

LEVERAGING LOCAL UTILITY PARTNERSHIPS

Like any business, dealerships should always look for creative
ways to reconfigure their operations and optimize profits.

For example, a dealership might engage with their electricity
utility to offset the cost of installing EV charging stations and/
or the increased electricity usage. Many utility companies offer
deals and incentives for businesses that install EV chargers—
but it's important to note that networked chargers are required
for certain utility incentives. “Networked” chargers are those
that integrate with utility companies and have the capability
to monitor power and other data.

USAGE ANALYTICS

Dealerships can further reduce electricity costs associated
with EV charging by carefully measuring electricity usage
and monitoring electricity costs. Certain regions experience
electricity usage spikes that increase electricity costs. It's
important to reconcile EV charging needs with fluctuating
costs by developing strategies to charge EVs at times when
electricity is cheapest. Analytics can alert a dealership when
electricity prices approach peak load demand, giving the
dealership the opportunity to reconfigure their power usage
(e.g., temporarily switch to a standby generator during hours
of peak usage or adjust their charging schedules to non-
peak times).
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Paying for EV
Infrastructure Investment

Dealerships can cover up to 100% of their construction costs
through all sorts of initiatives, at the federal, state and local
levels. Below are a few examples of the various programs
dealerships can take advantage of to offset the cost of

EV infrastructure.

At the federal level, the Alternative Fuel Vehicle Refueling
Property Tax Credit (or 2020 30C Tax Credit) will offset up to
30% of an EV charging station’s total purchase and installment
cost, up to $30,000 through the end of 2021. It’s predicted
this credit will be extended past 2021 and may even increase.

More and more states are offering tax breaks for businesses
that install EV charging stations. Currently 45 states,
Washington D.C., and many utilities incentivize EV charging
station installations with EVSE) programs. Additional
incentives may be available and vary by state. For example,
in Michigan, the Consumers Energy PowerMIDrive program
provides a rebate for businesses that install publicly accessible
EV charging - up to $5,000 per Level 2 charger, and $70,000
per DC fast charger. In New York, the Charge Ready NY
program provides a rebate of $4,000 for each installed

port. In California, PG&E covers the costs and manages

the construction of electrical infrastructure needed for

Level 3 chargers.

Local municipalities and private interests offer EV grants for a
variety of reasons. For example, entities like the Mojave Desert
Air Quality Management District, offer an electric vehicle
charging station program that can cover up to 80% of EV
infrastructure costs.

Identifying incentives is one thing—applying for and being
awarded grant funding is another. The process of securing
funding can be overwhelming to a dealership otherwise
focused on normal business operations. For example, a
dealership may need to produce and submit documentation
like one-line electrical diagrams for funding consideration.

How BDO
Can Help

At BDO, we have a wealth
of experience helping
dealerships understand

the future of the industry
and the impact of their
current operating models,
while guiding them to make
meaningful changes aligned
to their business goals.

From EV, to customers, to
data and digital, to grants
and tax credits, we help
clients create strategies

and solutions that uniquely
position dealerships to serve
the needs of their customers
and communities.
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People who know Auto Dealerships, know BDO.
www.bdo.com

HAVE QUESTIONS OR WANT TO LEARN MORE? CONTACT US!

CONTACT:

MEGAN CONDON, CPA
Tax Partner, Auto Dealerships Practice Co-Leader
mcondon@bdo.com

JORDAN ARGIZ, CPA
Audit Partner, Auto Dealerships Practice Co-Leader
jargiz@bdo.com

ROSS FORMAN
Managing Director, Corporate Real Estate Advisory Services
rforman@bdo.com

ROBERT BROWN
Senior Client Executive
robert.brown@bdo.com

ABOUT BDO'S AUTO DEALERSHIPS PRACTICE

BDO is a valued business advisor for auto dealerships, bringing a wealth of experience on traditional and emerging accounting, tax, and advisory issues. The firm's Auto
Dealerships industry practice works with a variety of companies across the dealership sector, including automotive, motorcycle, marine, RV, rental equipment and
more. We help dealerships of all sizes achieve their desired business outcomes.

ABOUT BDO

BDO USA, LLP is a professional services firm providing assurance, tax, and advisory services to a wide range of publicly traded and privately held companies. For more
than 100 years, BDO has provided quality service through the active involvement of experienced and committed professionals. The firm serves clients through more
than 70 offices and over 750 independent alliance firm locations nationwide. As an independent Member Firm of BDO International Limited, BDO serves multi-
national clients through a global network of more than 95,000 people working out of more than 1,700 offices across 164 countries and territories.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms. www.bdo.com

Material discussed in this publication is meant to provide general information and should not be acted on without professional advice tailored to your needs.

© 2022 BDO USA, LLP. All rights reserved.
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https://www.bdo.com/contact
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