
AFTERMARKET TECHNOLOGY GROUP 
Moderator: Mary Ryan 
10-28-09/9:00 am CT 

Confirmation # 3193664 
Page 1 

 
 
 
 
 
 
 
 
 

AFTERMARKET TECHNOLOGY GROUP 
 

Moderator: Mary Ryan 
October 28, 2009 

9:00 am CT 
 
 
 
Operator:  Welcome to this ATC Technology Corporation Third Quarter Earnings conference call and 

Webcast.  Currently all lines are in a listen-only mode.  If you should need any assistance during 

this call, please press star 0 and someone will assist you.   

 

At this time, I'd like to turn the conference call over to your host for today's agenda, Mary Ryan. 

 

Mary Ryan:  Thank you.  Good morning thank you to all of you for joining us.  With me today are Todd 

Peters, our President and CEO, Ashoka Achuthan our CFO, and John Pinkerton our Chief 

Accounting Officer.   

 

Please turn to slide 2.  Our agenda for today includes a brief overview of the company's third 

quarter 2009 results, as well as a report on each segment’s performance and new business 

opportunities presented by Todd.  The financial review will be presented by Ashoka.  Todd will 

then present our updated 2009 guidance.  At the end of Todd's comments, we will open the floor 

for questions to a pre-approved list of analysts, money managers, and institutional holders. 

 

Please turn to slide 3.  Before we go to the substance of or our call today, I would like to point out 

that many of our comments are considered to be forward-looking statements under the Federal 

Security Laws.  These forward-looking statements generally include all statements other than 
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statements of historical fact, including statements that are predictive, that depend upon or refer to 

future events or conditions, or that concern future financial performance or positions including 

future revenues, expenses, earnings, growth rates or margin.   

 

You are reminded that forward-looking statements are a subject to numerous risks and 

uncertainties that could cause future results to differ materially from those stated or implied by our 

comments today.  Those risks and uncertainties are fully described in our 2008 annual report on 

Form 10-K and our other SEC filings. 

 

Please turn to slide 4.  For those of you who are unfamiliar with the ATC story, this slide presents 

a brief description of each of our businesses. 

 

Please turn to slide 5.  At this time, I would like to turn the call over to our President and CEO 

Todd Peters. 

 

Todd Peters:  Thank you, Mary.  Good morning.  I'd like to thank all of you who have joined us today.  My 

comments will cover the following topics.  First, I will provide a brief overview of the company's 

third quarter results.  Second, I will highlight the factors that impacted each of our business 

segments.  And third, I will provide a summary of our new business opportunities in each 

segment.  And after Ashoka presents additional details on the third quarter, I will then discuss our 

guidance for the balance of the year. 

 

Please turn to slide 6 for the company's third quarter performance.  Overall, our third quarter 

performance was right within our range of expectations.  Total sales of $127.7 million for the third 

quarter were down 8.1% from third quarter 2008.  However, on an adjusted basis we reported 

earnings per diluted share from continuing operations of 64 cents versus 48 cents in the third 

quarter of last year.   
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There are two primary drivers related to the declining revenues that are a continuation of factors 

we discussed during our second quarter call.  First we experienced ongoing weakness in our 

Drivetrain business.  And second, our revenues with TomTom were significantly less than the 

prior year as we faced a difficult comparison following the ramp up of new service offerings for 

TomTom in the third quarter of 2008. 

 

On the positive side, our success was driven by three factors.  First, our ongoing (lien continuous) 

improvement program, and other cost reductions and efficiencies in our logistics and Drivetrain 

businesses, two, the contribution from new program ((inaudible))  logistics, and three, a favorable 

mix of services including services related to our customer new product launch and one-time 

special project with customers on our logistics segment that were completed during the quarter. 

 

 

As we near year end, I want to remind you that are engine remanufacturing program wins and 

Drivetrain will only partially mitigate the loss of the Honda remanufactured transmission program.  

And this program loss will impact the fourth quarter.  We recently won $11 million in new business 

bringing our year to date wins to $58 million.  Our liquidity position remains strong with $130 

million in cash as of September 30, and $79 million of availability on our $150 million credit 

facility. 

 

Now let's review performance for the logistics business so please turn to slide 7.  Our logistics 

segment was once again key to our results, delivering a solid quarter with revenue of $89.7 

million down 4.9% from the $94.3 million with segment profit of $17.3 million up 21.8% from $14.2 

million.  Our business with AT&T was down a nominal 1.3% quarter over quarter to 62.6 million.  

The comparison of AT&T revenues was impacted by the difference in timing of the iPhone 

product launches.  In 2008, the 3G iPhone was launched in July, and in 2009 the 3GS was 

initially launched in June.  Overall our business with AT&T has been strong with year to date 

revenues up 12.7 million or 7.6%.  Despite the tough economic environment, demand for AT&T's 
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customer's product and service offerings remain relatively strong due to the strength of their 

brand. 

 

Our business with TomTom decreased 8.7 million or 45.1% quarter over quarter, although 

sequentially revenues increased 3.9%.  Our TomTom revenue for the full year is expected to be 

down as a result of a difficult comparison in 2008, when we are engaged in a ramp up of services 

and system fill of TomTom's finished goods inventory for the retail channels.   

 

As we explained last quarter, the significant ((inaudible)) results are complicated by a 

combination of factors, such as seasonal impact, new product introductions, and more importantly 

retail inventories and ordering patterns.  These factors make for difficult quarterly comparisons.  

This will be true again as we are anticipating increased revenues in the fourth quarter to coincide 

with the holiday selling season.   

 

I am particularly pleased that revenue of customers other than AT&T and TomTom increased $5 

million or 43% compared to the third quarter of 2008.  And other good news during the quarter, 

we renewed contracts with two smaller existing customers.  Finally we continue to deliver in cost 

reduction initiatives and coupled with an overall favorable mix of services, including a customer 

new product launch and one-time special project; these help deliver an operating margin of 

19.3%. 

 

Shifting to Drivetrain please turn to slide 8.  Although our Drivetrain business continues to 

struggle, we have had some recent successes.  This quarter we did experience across the board 

softness in volumes with the declining sales of 14.8% quarter over quarter.  The recently awarded 

Engine programs contributed $2 million revenue in the quarter, less than half of what we had 

anticipated.  As the launch schedule has been pushed back to ensure quality transition for our 

customers.  However, it is worth noting that the adjusted segment margin of 8.4% is up from the 
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3.4% last year, due to the benefits beginning to be realized from a consolidation and restructuring 

efforts that we initiated late last year and that are now essentially complete. 

 

As you know the production of remanufactured transmissions for Honda is expected to be 

substantially completed by year end.  We have essentially finalized the details of the program’s 

wind down, and do not anticipate any other charges related to this activity.  The remaining 

working capital position related to the Honda transmission remanufacturing program is expected 

to wind up in the first quarter of 2010.  The loss of the Honda transmission business will 

significantly impact results beginning in the fourth quarter.  The reduced revenue and contribution 

margin are reflected in our full year guidance.  However, Honda will remain a customer with other 

product and services ((inaudible)) on a modest scale. 

 

On the positive side, I am pleased that we've begun to launch the recently awarded Engine 

programs with Chrysler and Subaru, and had been awarded a small program with Suzuki to 

supply remanufactured transmission that will launch in early 2010.  Collectively, these programs 

will strengthen our product portfolio in North America, a platform from which will continue to grow 

over time.   

 

So given the current market environment (corresponding) challenges, on a go for basis once we 

complete our remaining restructuring actions and ramp up our Engine remanufacturing in North 

America, we expect the Drivetrain business to achieve an adjusted segment profit, in the lowest 

single digit range.  We are aggressively working to grow a business over time as demonstrated 

by the Chrysler, Subaru, and Suzuki wins. 

 

Now to our new business pipeline for both segments, please turn to slide 9.  I would like to remind 

you that when we review our new business pipelines, these represent a snapshot of qualified 

opportunities with both existing and new customers.  As you might expect, these pipelines 

fluctuate as customers aboard, modify, or withdraw opportunities for any number of reasons.  As 
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you see on the left for the logistics business we currently have $110 million of annual revenue 

opportunities across 12 unique customers.  Year to date, we have won $37 million in annual new 

business with existing and new customers.  This business has been launched and is included in 

our full year guidance.  We (expanded) our ((inaudible)) services to now include transportation 

management and foreign trade zone operations.  These services will allow us to help our 

customers reduce cost in our supply chain. 

 

Our new business pipeline continues to reflect a diversified range of customers and products, 

expanding the wireless broadband cable and high-end consumer electronics markets.  We have 

solid existing customer relationships, and our team remains actively focused on expanding these 

opportunities.  Looking at the right side for Drivetrain, we currently have $58 million in new 

business opportunities across 11 unique customers after winning $21 million in annualize 

revenue year to date.  Companywide we are pursuing a total of $168 million in new opportunities 

with 23 customers.  I continue to feel confident about our ability to generate and land new 

business opportunity. 

 

At this time, I'd like to turn the call over Ashoka and he will present additional detail for the second 

quarter, please turn to slide 10. 

 

Ashoka Achuthan:  Thank you, Todd.  My comments today will cover the following:  our consolidated 

results of operations for the 3 months ended of September 30, 2009, and our consolidated cash 

flow (net) that highlights.   

 

Please turn to slide 11 where we show our operating results for 3 months ending September 30, 

2009 compared to the 3 months ending September 30, 2008.  Net sales decreased $11.2 million 

or 8.1% to $127.7 million for the third quarter of 2009, from $138.9 million for the same period last 

year.  This decrease was mainly due to three factors, lower sales to TomTom primarily as Todd 

mentioned, due to the system (fill) of inventory and to the distribution channels that benefited the 
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third quarter of 2008.  Our reduced demand for remanufactured transmissions is due to a variety 

of factors including a reduction in the size of (in warranty) ((inaudible)) (fleets), due to declining 

new car sales. 

 

Improved quality of new OEM transmission and macroeconomic factors have resulted in a 

reduction in the number of miles driven and the deferral of repairs and third, scheduled price 

concessions to certain customers primarily in our logistics segment, granted in connection with 

previous long term contract renewals.  These decreases were partially offset by increased sales 

related to a customer product launch and special projects completed in the third quarter in our 

logistic segment. 

 

Moving on to operating income.  For the third quarter of 2009, we had operating income of $21.5 

million compared to 15.7 million for the same period last year.  Included in this quarter's results is 

a net pretax benefit of 1 million, largely relating to the pending wind down of the Honda 

transmission program.  Excluding this benefit, adjusted operating income of $20.5 million, 

increased $4.8 million or 30.6% from $15.7 million in the third quarter of 2008.  This increase is 

primarily attributable to our delivering on our cost reduction targets with our (lien) and continuous 

improvement programs, other cost reduction initiatives, and a favorable mix of services, including 

our customer product launch and certain special projects in our logistics segment that were 

completed in the third quarter.  Partially offset by the impact of reduced volumes primarily the 

Drivetrain segment, which continues to be impacted by negative operating leverage and as 

mentioned earlier, scheduled price concessions to certain customers in our logistics segment, 

granted in connection with previous long term contract renewals. 

 

Moving on to income continuing operations.  Income from continuing operations (worth) $13.4 

million or 67 cents per diluted share compared to $10.2 million or 48 cents per diluted share in 

2008.  Excluding the one-time benefit of $0.6 million net of tax or 3 cents per diluted share, 

adjusted income for continuing operations was $12.8 million or 64 cents per diluted share, 
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compared to $10.2 million or 48 cents per diluted share in 2008.  These changes were given 

primarily by the factors that impacted operating income.  (Equations) from the reduced number of 

outstanding shares subsequent to last year's stock repurchase program, benefited the guidance 

for the quarter, by 3 cents per share, compared to the third quarter of 2008.  As an update to our 

Drivetrain restructuring, I would like to advise that as of the end of third quarter, we are accrued 

for all expenses with no additional expenses expected for the rest of this year. 

 

Now please turn to slide 12 where we show cash flow and net debt highlights for the 9 months 

ended September 30, 2009.  Adjusted cash flow from operation was a source of $46.2 million and 

for the first ((inaudible)) 9 months of 2009, as compared to $22.6 million for the same period last 

year.  An increase of $23.6 million primarily attributable to the buildup of working capital to new 

business growth in 2008, and include operating performance in 2009.  Capital spending for the 

first 9 months of 2009 was $5.4 million, primarily related to maintenance, cost reduction 

initiatives, and new business, both in our logistics and Drivetrain segments.  This compares with 

$9.9 million in the prior year, which reflected investments of (other) new business launches in 

logistics. 

 

Our full year projection for capital spending is now between 8 and 9 million as compared to $11.3 

million in 2008.  Cash provided by financing activities of $71.5 million essentially reflects the pre-

emptive draw on our credit facility to (renounce) our liquidity possession against uncertainties in 

the credit markets.  (Post) draw (we) have ($39 million) of borrowing capacity remaining on our 

credit facility resulting in total liquidity of $209 million.  The prior year use of $32.9 million reflects 

the impact of the 2008 stock repurchase program.  We closed the quarter with a net cash 

possession of $59.7 million.  The net cost of our credit facility draw on has been nominal and is 

factored into our guidance.  Given our free cash flow position and the underlined strength of our 

business, we expect to repay the $70 million drawn on our credit facility by year end. 

 

At this point, I would like to turn the presentation back to Todd to discuss 2009 guidance. 
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Todd Peters:  Thanks Ashoka.  Please turn to slide 13 for our outlook for the balance of the year.   

 

While we expect the balance of 2009 to continue to be challenging for our business given the 

ongoing uncertainty in the economy, especially considering the (mix) data related to consumer 

confidence.  We remain cautiously optimistic in our outlook from the last quarter of the year, and 

large measure driven by the anticipated end use of demand for logistics customer's product and 

services.  I am proud that we have the financial flexibility to adapt quickly to changes and to 

invest in new opportunities.  Our disciplined approach to cost management continues to deliver 

result as we have repeatedly demonstrated.  Based on what we foresee for the balance of 2009, 

we are updating our full year guidance. 

 

Our full year revenue guidance is now $485 to $492 million with adjusted income from continuing 

operations of $42 to $43 million.  Our logistics full year revenue guidance is $345 to $352 million.  

The low end of the range includes the benefit of recent new business wins and adjustments to 

base demand including an anticipated seasonal increase in connection with the holiday season 

for certain customers.  The high-end of the range includes a more optimistic view of the base 

demand and contribution from new business wins.  We expect a strong segment of profit of $62 

to $64 million, although in the fourth quarter we do anticipate a significant shift toward a mix of 

services, (quick) packaging will require a higher material content.  Our team continues to push 

hard to drive growth and diversification. 

 

Our Drivetrain (employer) revenue guidance is $139 to $140 million with adjusted segment profit 

of approximately $6 million.  The reduction of $8 to $10 million from the prior revenue range is 

due to two factors.  One, the revive launch schedule for Engine remanufacturing has reduced the 

revenue range by approximately $3 to $4 million.  And two, the balance of the reduction is from 

continued contraction in our base volumes.  A loss of Honda transmission business will 

significantly impact our fourth quarter result as well expected inefficiencies related to the launch 
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of our new engine programs.  As a result, we are expecting the Drivetrain business to be break-

even in the fourth quarter.  I am excited about our ((inaudible)) and engine business, as I believe 

that this will be a real plus in terms of stabilizing our business. 

 

Our guidance for GAAP earnings per diluted share from continuing operation is 67 cents to 73 

cents, including net charges of $1.45 per share for goodwill impairment and restructuring in our 

Drivetrain business.  Our earnings per share guidance for 2009, (kind of) adjusted basis is $2.12 

to $2.18.  We expect to generate free cash flow for the year of $50 to $53 million.   

 

Our 2009 guidance is dependent on the following:  fourth quarter seasonal strength and 

consumer electronics markets that we serve, realizing post restructuring efficiencies and 

Drivetrain, an efficient launch of our new engine and transmission programs, successfully 

converting pipeline opportunities in the new business plans, and no additional macroeconomic 

shocks and finally our guidance includes a continued disciplined focus on cost reductions. 

 

I would like to thank you for your time today, and Bill we are now available to answer questions. 

 

Operator:  Thank you, Mr. Peters.  The question and answer will be conducted electronically.  If you 

would like to ask a question, you may do so by pressing the star key followed by the digit 1 on 

your touchtone telephone.  If you are using a speakerphone, we ask that you please make sure 

your mute function is turned off to allow your signal to reach our equipment.  Once again, ladies 

and gentleman, that is star 1 for questions.  We'll pause just a moment to assemble our roster.   

 

And we'll take our first question from Alex Brand with Stephens. 

 

(Sterling Blanca):  Good morning guys this is actually (Sterling Blanca) in for Alex. 

 

Todd Peters:  Hi (Sterling). 



AFTERMARKET TECHNOLOGY GROUP 
Moderator: Mary Ryan 
10-28-09/9:00 am CT 

Confirmation # 3193664 
Page 11 

 

(Sterling Blanca):  Hey.  First question is just for clarification; can you talk about the Drivetrain business 

again?  In the fourth quarter you were saying adjusted segment profit will be approximately $6 

million for the year but the Q says we're expecting segment profit to be break-even in Q4.  How 

should I look at that? 

 

Todd Peters:  Yes, let's go over that again.  We're approximately $6 million dollars year to date, our full 

year estimate $6 million, which implies a break-even for Q4.  So basically what we're having is 

((inaudible)) contraction in revenues that will result in negative operating leverage because of a 

Honda wind down.  And we'll have some cost related to engine and transmission programs that 

we're launching in Q4. 

 

(Sterling Blanca):  OK, OK thank you.  And so does that mean that non-Honda business isn't profitable?  

Or is that … 

 

Todd Peters:  Yes, what we've talked about is the post Honda that we're targeting low single digit margin 

in the Drivetrain business. 

 

(Sterling Blanca):  OK, thanks.  And as far as 2010, can you help us think about how we should look at 

project in that profit growth in the years essentially being driven by cost-cutting?  Are you 

assuming you can grow revenue and that's going to drop to the bottom line, or is you know is it 

revenue growth that’s going to drive profits in 2010? 

 

Todd Peters:  Yes we're really – (Sterling), we're not prepared to talk about 2010 today; we typically will 

do that when we report year end results, and we'll do that in February.  But I'll take you back to 

my remarks; part of our profit growth was driven by new business wins and launches this year.  

And we have $158 million worth of business year to date.  So we're dealing with both sides of the 

equation, both revenue growth and cost containment. 
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(Sterling Blanca):  OK, great thanks.  Just one more if I may, the special projects in the quarter, can you 

quantify how much does it help revenue or how much they added to margin, and was that other 

logistics customers? 

 

Todd Peters:  Yes the special projects were – yes they were in the logistics segment, and no we're not at 

liberty to discuss the margins on those.  The reason why we highlighted those was that they're 

(non recurring major). 

 

(Sterling Blanca):  OK, so but other logistics customers meaning not AT&T, not TomTom? 

 

Todd Peters:  No they are just logistics customers.  I have not said who are they're for. 

 

(Sterling Blanca):  OK, thanks for the time. 

 

Todd Peters:  (It's really unnamed). 

 

(Sterling Blanca):  Thank you. 

 

Operator:  And we'll take our next question from Craig Kennison, Robert W. Baird. 

 

Craig Kennison:  Good morning and congratulations to your entire team. 

 

Todd Peters:  Yes, thank you, Craig. 

 

Ashoka Achuthan:  Thank you, Craig. 
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Craig Kennison:  On TomTom, I wanted to clarify a point you made earlier.  Do you expect an increase in 

Q4 sequentially or year over year? 

 

Todd Peters:  I think if you look at our numbers and what we were difficult of last year the answer would 

be both. 

 

Craig Kennison:  OK.  And is that now that you're through the process of the ramp up, is that reasonable 

run rate going forward adjusting from some seasonality? 

 

Todd Peters:  Like I said in my remarks, if you go back to what TomTom's reporting and what they're 

thinking about, they're expecting you know their able market share you know modest unifying 

growth for the balance of the year.  So it appears as of today, that we've reached a balance 

between supplying demand in the retail channels. 

 

Craig Kennison:  OK, thank you.  And then with respect to the transportation management in foreign trade 

zones services, can you tell me what's involved in that?  And is that something that you can offer 

as a service to other customers?  In other words, it might be a service category where there's a 

growth opportunity. 

 

Todd Peters:  Yes, we're doing this – and thanks Craig for the question; we're doing the transportation 

management it's really about optimizing routes and rates.  And we're doing that with existing 

customers and we see that is augmenting our overall service capabilities.  And we expect to 

(better) grow with other customers for over time.  And the foreign trade zone operation is really 

valuable for people that are importing into the U.S. to give them a chance to have a lower land 

costs or maybe they would take product into the U.S. and then export to other markets.  So again 

we're doing that with existing customers and we see that as the ((inaudible)), especially if you 

look at the consumer electronics business and value over time. 
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Craig Kennison:  And to what extent are you competing with some of the larger transportation companies 

that also provide these services and they would presume also ultimately provide the physical 

transportation of the products? 

 

Todd Peters:  I think it's a really huge market.  And I think (we are I’d say a) niche offering at this point. 

 

Craig Kennison:  Got it.  Now with respect to your backlog that high-tech backlog appeared to fall, is that 

where your new business win was in logistics?  Is there anything else you can tell us about the 

new business wins that you ((inaudible))? 

 

Todd Peters:  I have told you about as much that I can, at this point is about $8 million.  Like you said, 

that backlog fluctuates all the time, so it's not as easy ((inaudible)).  (We're happy)… 

 

Craig Kennison:  Is there anything – I'm sorry, Todd. 

 

Todd Peters:  We're really happy with where the pipeline is now, we could always like it to be more but 

our (rate) of new business when giving the economy were wrong. 

 

Craig Kennison:  Is there anything in the pipeline or anything more recently in the wins that you have 

announced that has the potential to be the 10% customer like a TomTom, I suppose all of them 

do, but something that in let's say 2010 could be that significant? 

 

Todd Peters:  Yes, potentially because and it depends on future wins.  But we've told you that there is at 

least three household names that we've added to our roster of customers, that definitely have the 

bandwidth to be 10% customers over time.  And I haven't put a timeframe on that, but obviously 

they have that kind of (run lane). 
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Craig Kennison:  And then finally would you mind commenting on the acquisition environment and it looks 

like you plan down debt, so maybe I should presume from that you don't see anything in the 

immediate future, in the acquisition front. 

 

Todd Peters:  Well let's talk about the debt pay down first.  I want to go back to what we said earlier in the 

year.  We did the (pre-nup) of draw because of the uncertainty in the credit markets and the 

overall environment as you can think back to the environment we were living in February '09.  

Over the course of this year, we've continued to generate significant cash.  And have got nearly 

$60 million of the cash on the balance sheet.  If you factor in what's happened in the credit 

markets and especially some of the names that we deal with, there seems to be some stability 

coupled with our cash generation, so that we don't need to take the extra ((inaudible)) $150 

million credit facility.  So just like we said that $70 million ((inaudible)) brought on with just that.  

(Checking) aside and looking at acquisitions, yes we are looking – I think the market is starting to 

pick up a little bit in terms of interest.  And I'd say other than that it's too early to comment further. 

 

Craig Kennison:  OK, thank you very much. 

 

Todd Peters:  Thanks Craig. 

 

Operator:  And we'll take our next question from Gary Prestopino with Barrington Research. 

 

Gary Prestopino:  Good morning everyone. 

 

Mary Ryan:  Good morning. 

 

Todd Peters:  Good morning. 

 

Ashoka Achuthan:  Hey Gary. 
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Gary Prestopino:  Todd, am I correct in assuming that when you're talking about Drivetrain in the low 

single digit margin range, that that would be attainable in 2010, or is that more of a, you know, 

couple of years out target?  I guess where I'm getting at is the reason why the Drivetrain going to 

be zero, a break-even operating profit.  Is it a combination of the fact that that’s a seasonally 

weak quarter for the company coupled with the loss of the Honda business? 

 

Todd Peters:  OK Gary thanks for the question.  You got two of the factors right, relatively the fourth 

quarter 1, seasonally our fourth quarters had lower volume, two the Honda transition will have 

something to do (as a trade), remember we're launching the Engine programs, and so there's 

inefficiencies related to that.  So that's why we think fourth quarter is approximately break-even, 

and our low single digit, target margin range is for 2010. 

 

Gary Prestopino:  OK, thanks, that's good.  And then in terms of the logistics segments, I mean your 

operating margin was about 19%, 19.3%, obviously you do high there.  Now I would assume that 

some of that was driven by some of these special projects or you know we just reached an 

entirely new level here. 

 

Todd Peters:  No, I think if you reflect back in our guidance and our margins for the year, we're in the 17-

ish percent plus range.  And that’s why we try to (call out that) we don't think the 19% is a, you 

know, (a forbidden) number to model. 

 

Gary Prestopino:  OK.  All right, and then can you give us some idea how big this transmission of 

businesses with Suzuki?  I mean is it a couple of million dollars or… 

 

Todd Peters:  I can't tell you exactly but you can (infer) by our new business when it's between Q3 and 

Q2, that wasn't the only thing we want ((inaudible)), it’s relatively small which you might expect for 

the – there's still a (base closer to the year) in North America. 
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Gary Prestopino:  All right, thank you. 

 

Todd Peters:  Thanks Gary. 

 

Operator:  And we'll take our next question from Bill Dezellem, Tieton Capital Management. 

 

Bill Dezellem:  Thank you.  We had a couple of questions here.  First of all, circling back to the Drivetrain 

business, I think that we now understand this, but will there be any adjustments to your business 

for that division required post Honda to achieve those low single digit margins? 

 

Todd Peters:  Thanks for the question Bill.  As Ashoka said we've incurred the cost ((inaudible)).  We 

think at this point in time that we have some activity to do that will pay out on a cash basis, but we 

think they got the charges in place to take care of that. 

 

Bill Dezellem:  And then also relative to Drivetrain, you had mentioned that you recently launched a 

couple of these Engine programs.  (Do you think) those actually begin in the third quarter or are 

those really a fourth quarter this month when those have started up? 

 

Todd Peters:  In my comment I think I mentioned that we had about $2 million of revenue in Q3 related to 

the you know ((inaudible)) launch activities and that will continue to build over time. 

 

Bill Dezellem:  OK, my apologies for missing that.  And then relative to the logistics business the special 

projects that were executed, I understand that you don't want to talk about the individual 

customers and who they are.  But, what can you share with us about what type of work it was that 

you were doing to help us understand some of the capabilities that this division has when called 

upon? 
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Todd Peters:  Yes, again if I talk – that's a great question if I talk about the specific capabilities you might 

be able to narrow down what we've done.  But you know our major services are around for 

distribution including packaging (a fulfillment) in reverse which includes you know taking care of 

product back off the market, cleaning ((inaudible)).  And then we also do some product 

qualifications work, and be public with (tough) capabilities.  So there's a whole host of things that 

we can do outside the core transactional work that we do.  And we're just pleased that we're able 

to get that worked on to our customers in Q3. 

 

Bill Dezellem:  And any further detail you can provide relative to what the work was that you did in Q3 and 

maybe why it ends up being a little higher margin type work? 

 

Todd Peters:  No, it's mostly – the reason why it's more of a higher margin, typically because it's all 

contribution and done on a short term basis. 

 

Bill Dezellem:  Great, thank you. 

 

Operator:  And once again, ladies and gentleman, that is star 1 for questions.  We'll go next to Torin 

Eastburn, CJS Securities. 

 

Torin Eastburn:  Hi, good morning. 

 

Mary Ryan:  Good morning. 

 

Todd Peters:  Good morning. 

 

Torin Eastburn:  I first wanted to confirm an answer you gave to a question earlier about TomTom 

revenues.  You said they would be up sequentially in year over year.  And that would imply 



AFTERMARKET TECHNOLOGY GROUP 
Moderator: Mary Ryan 
10-28-09/9:00 am CT 

Confirmation # 3193664 
Page 19 

almost a doubling in TomTom revenue sequentially.  I just want to make sure that's what you 

meant. 

 

Todd Peters:  I did absolutely say that our guidance implies that our revenues would be up sequentially, 

and up year over year.  Absolutely, that ((inaudible)) on the consumer demand in Q4, which I 

think if you go on TomTom report at this point, I think if you look at their numbers you'll see why 

we were thinking that way. 

 

Torin Eastburn:  OK, that's excellent thank you.  And then as Gary mentioned you've done an excellent 

job cutting back costs and your margins kind of gone up and up.  Is there anything that you did 

this year that was kind of one time in nature and it was a cost you would have to add back going 

forward, if you grew off of the base you're at this year? 

 

Todd Peters:  No because we had typically try to call that out so we don't set expectations in the wrong 

place.  I'd like to think really it would base in the mix that we have this year and the work that 

we've done logistics will serve the ((inaudible)).  Now you do have the impacted year over year 

schedule (pricing) sessions with respect to long term contracts that detect margins on an annual 

basis.   

 

On the Drivetrain side, you know, our Drivetrain team has done a wonderful job of the 

restructuring that we initiated last year, late 2008 that we completed in early 2009.  If you go back 

for a second and think about what we said before the Honda announcement we talked margins 

approaching 10% segment margin, and we actually get 8.4 in Q3, which is our best percentage 

quarter in the last summit.  So I think we are on the right path there, and we're going to have to 

work harder to now to get our margins back up post Honda. 

 

Torin Eastburn:  OK, thank you. 
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Operator:  And Mr. Peters, we have no other questions standing by at this time.  I'd like to turn the 

conference back over to you for any additional or closing remarks. 

 

Todd Peters:  All right, thank you Bill.  Thank you for your questions and continued interest in ATC.  Our 

logistics to business continues to ((inaudible)) expectations and I am proud of our Drivetrain team 

for their efforts to professionally transition the transmission remanufacturing business to Honda, 

while they have simultaneously begun to gear up for new programs with Chrysler, Subaru, and 

Suzuki.  We continue to get our fair share in business wins despite the current market 

environment due to our growing reputation and the markets we serve.  I look forward to updating 

you in February as to our year end performance and our plans for 2010. 

 

Operator:  And this does conclude today’s conference.  Thank you for your participation. 

 

END 


