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Focus of CATA seminar on Oct. 20
Dealers developing strategiesto
reach their Hispanic consumers

The country’s Hispanics
number more than 39 mil-
lion, and they are expected
to comprise 25 percent of the
U.S. population by 2050.

That phenomenon could
greatly impact the automo-
bile market; Hispanics in
2003 spent $163.5 billion on
new and used cars.

Dealers are developing
new strategiesto target His-
panics. An Oct. 20 seminar
at the CATA, presented by
Telemundo Chicago, Hoy
and 107.9 Lal ey, examines
the topic. See the seminar
registration form in this
newsl etter.

A study by J.D. Power
and Associates indicates
Hispanics account for 8 per-
cent of al new-vehiclesales,
afigurethat could riseto 13
percent by 2020.

Dealers are making

strides to get Hispanic cus-
tomers to their showrooms,
but experts warn of pitfalls
if Hispanics are approached
like other minority groups.

M ore than thinking about
language on dealer Web sites
and during the sales, F&lI,
and closing process, dealers
areurged tolearn which par-
ticular dialect of Spanish
their Hispanic patrons use.

Says dealer consultant
Mauricio Espinosa: “There
are 17 different Hispanic
words for ‘wheel’ or ‘tire’
Your translated flyer may
not make any sense if it is
tranglated in one dialect and
your customers come from
another dialect.”

Also, newly arrived His-
panic customers may have
no credit history, making it
hard to find a lender. Cash
sales are common.

Under stand Polygraph Protection Act

By EbwarD DRuUCK AND
DesiRee WILLIAMS

Franczek Sullivan P.C.
CATA Employee Relations Counsel

The Employee Polygraph
Protection Act (“EPPA”)

prevents most private em-
ployers from giving poly-
graph tests to employees or
potential employees to
screen for promotion or em-
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Areadealersprep for NADA's
Booster Seat Safety M onth; seat
belt use reachesrecord 80%

Dealers nationwide will
hold child seat installation
eventsat their dealershipsin
October as part of the
NADA's campaign, Booster
Seat Safety Month.

The promotion is an ex-
pansion of the association’s
ongoing “Boost for Safety”
movement.

Tom Hawkes, president
of Hawk Lincoln-Mercury in
Oak Lawn, will on Oct. 24
repeat the safety seat pro-
gram he has held the last
three or four years. He ex-
pects 60 to 70 people.

“We set the shop asidefor
them on aSunday, and that's
really what they want,”
Hawkes said.

Charley Smith, NADA
chairman, said such events
are a good opportunity for
dealers to reach out to their
communities.

“Asdedersand leaders,”
Smith said, “we can play a
vital rolein making theroads
safer for children of all ages.
Thiswill not only help save
lives, it will also help im-
provetheimage of dealers.”

The NADA produced re-
sources to help dealers host
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safety events. All the mate-
rials can be ordered at 703-
760-7562 or downloaded at
www.nada.org/
boostforsafety/

Meanwhile, federal offi-
cialssaid thismonth that seat
belt use among American
motorists continues to rise,
with a record 80 percent of
people now buckling up.

Transportation Secretary
Norm Minetacredited the 21
statesthat have laws permit-
ting police to stop motorists
simply for not buckling up.

The new survey found
seat belt use to be highest in
the West, at 84 percent, and
in the South, at 80 percent.
Usewaslowest intheNorth-
eadt, at 76 percent, and inthe
Midwest, at 77 percent.

When the National High-
way Traffic Safety Adminis-
trationin 1983 first surveyed
seat belt use, the national use
rate was 14 percent.
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ployment, or, more common, as a basis for disciplinary action. Indeed, as many
employers seek ways to identify and combat theft and dishonesty, the use of
polygraph tests is often considered.

The use of polygraph tests generally is prohibited, but there are certain nar-
row exceptions. Most relevant to Dealersis an exception allowing employersto
regquest an employee to submit to a polygraph test as part of an ongoing investi-
gation involving economic loss or injury to the employer’s business.

Such investigations include incidents of theft, embezzlement, misappropria-
tion and acts of unlawful industrial espionage or sabotage.

For an employer to administer a polygraph test, the employee must have had
access to the property that is the subject of the investigation, and the employer
must have a reasonabl e suspicion that that particular employee was involved in
the incident. That prevents employers from testing all employees or employee
groups solely on the basis that it suffered some loss.

An employer who asks an employee to take a polygraph test as part of an
ongoing investigation must strictly comply with the requirements of the EPPA
regarding (1) notice of the testing and information the employee must be pro-
vided prior to examination; (2) methods of testing and the limitationg/prohibi-
tions of certain questions; (3) licensing and reporting of the examiner; and (4)
use and disclosure of test results.

With respect to Item 1, the employer must provide the employee with a state-
ment that identifies the specific incident or activity being investigated, including
an identification of the specific economic loss or injury to the employer’s busi-
NEss.

The statement also must assert that the employee had access to the property
that is the subject of the investigation, as well as the basis for the employer’s
reasonable suspicion that the employee was involved in the incident being in-
vestigated. The statement must be signed by an authorized representative and be
retained by the employer for at least three years.

The employer also must inform the employee of the date, time, location and
conditions of the test. An explanation of the testing conditions must include a
description of the instrumentsinvolved, whether the testing area contains atwo-
way mirror or camera and whether any recording or monitoring devices will be
used. Finally, the employee must be permitted to stop the test at any time.

Consequences for failure to strictly comply with the EPPA can be severe.
Violations of the law can result in civil penalties up to

TheYear of the Lease

Faced with slowing sales,
automakers are offering the best leas-
ing deals in nearly a decade, the Wall
Street Journal reported this month.

Carmakers are both subsidizing
lease payments outright and shorten-
ing thelength of contractsto entice new
drivers. Inashift, they also areincreas-
ingly allowing customers to get out of
leases early if they sign up for a new
lease.

Genera Motorsthismonth unveiled
anew leasing program that allows cus-
tomersto get out of their current leases
ahead of schedule if they decide by
Sept. 30 to buy or lease a new vehicle
using GMAC, itsfinancing unit.

DaimlerChrydler is offering an ad-
ditional $1,000 rebate if customers
lease their car through its financing
unit. Toyota and Honda are lowering
monthly lease payments by subsidiz-
ing the costs to the leasehol der.

Toyota has a new leasing deal on
2005 Camrys, which Toyota Financial
Services Steve Gordon calls“very ag-
gressive.” Under theleasing deal, cus-
tomerswill pay $199 amonth on a 36-
month |ease. The average paymentson
athree-year |ease would be about $300
amonth, auto industry experts say.

But with the rush of new incentives,
automakersare regulating dealsby be-
ing more selective about which ve-
hiclesand marketsreceiveleasing sup-

port.
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$10,000 per violation. In addition, an employer who vio-

lates the law may be liable to the employee or prospective
employeefor legal and equitable relief, including being re-
quired to hire, reinstate, or promote the individual and to
pay lost wages and benefits.

In certain limited circumstances polygraph tests may be
an appropriate and effective tool to identify employee theft
and misconduct.

However, because the law is so restrictive, extreme cau-
tion should be exercised when Dealers seek to use poly-
graph tests during ongoing investigations and they are ad-
vised to consult with their attorney before doing so.

the Editor.

Erik K. Higgins
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10 tipsto spot warranty problems—before the auditorsdo

Warranty auditstypically areaswel-
come as running out of gas in the
middle of nowhere or getting a flat
without a spare. Worse, they often
sneak up without warning and leave a
six-figure chargeback in their wake.
But the pain of a warranty audit, like
other dreaded events, can be prevented
or minimized with preparation.

“The best control (adealership) can
have over warrantiesisafinancial per-
son who makes sure the i’s are dotted
and the t's are crossed,” said Walt
Ginther, who specializes in warranty
administration for deal erships. Ginther,
a CPA who spent 13 years as a Ford
auditor, figuresthat all theaverage-size
dealership hastodois*“get doppy,” and
it could easily have a $100,000 audit.

Getting sloppy is not uncommon.

“In many dealerships warranty is
likeastepchild that thefinancial people
don’t want to deal with,” Ginther said.
“Most financial people just make sure
the warranties get paid.”

For those who don’t pay much at-
tention to warranty claims, or who are
unsure how to dot those i’s and cross
those t's, Ginther offers some advice
on how to handle 10 “red flags'—be-
fore the auditors come knocking.

Add-on repairs. Make sure add-on
repairs—repairsfor problems detected
that don’t match the customer’s com-
plaint—are authorized by service man-
agement in writing. Ginther recently
wasinvolvedin an $80,000 audit which
resulted largely from inadequate add-
on documentation. While the
dealership’s day management had au-
thorized add-on repairs, its night man-
agement had failed to do so.

Comeback repairs. Have service
providers ask each customer three key
guestions: Did you have this problem
before? Was it OK when you left the
shop? When did the problem reoccur?
Record the answers on therepair order
and get the customer to initial it. If the
customer saysthe vehicleworked when

he left the shop, but the problem is
back, it should be handled like a new
problem and not a comeback.

Technician’stimerecording. Make
sure technicians remember to consis-
tently punch on and off individua re-
pair orders. If they fail to do so, espe-
cially when taking breaks, they’ll fre-
guently exceed |abor time standards—
and that catches the eyes of auditors.

Payroll recor ds. Make sure techni-
cians clock in each day. The payrall
time clock has to match each
technician’srepair orders, or the result
is discrepancies.

Goodwill. Remember to document
the reasons why goodwill adjustments
were offered beyond the warranty pe-
riod, and make sure the reasons are
acceptable. Extending goodwill is OK
for repeat customersor customerswho
may beinthemarket for anew vehicle.
On the other hand, don’t appear to of -
fer an “extended secret warranty” to
al customers who have recently ex-
ceeded their warranty mileage, said
Ginther.

Partsavailability. Warranty repairs
require the use of factory parts pur-
chased from the factory or from an af -
termarket source. Make sureinventory
records clearly state beginning physi-
cal inventory plus purchases from all
sources (which can be checked against
the accounts payabl e records). Ginther
advises to indicate on the accounting
record of a repair order if a part was
purchased elsewhere.

Fluids. Dealer who don’'t use the
factory’s fluids (e.g. engine ail, trans-
mission fluid, power steering fluid,
coolants) can invalidate the repair and
void the warranty. And the auditor can
charge back the fluid or the entire re-
pair. Purchase enough factory fluidsfor
warranty repairs from either the fac-
tory or a wholesale distributor—and
keep the documentation to prove this.

Technical assistance. Whenever
technical assistance is received from

the manufacturer, it is critical for ser-
vice people to document who they
spoke to, when they spoke to them,
specific recommendations provided,
and the case number. Thetechnical as-
sistance worksheet, if available, should
be attached to the work order.

Return of scrap parts. Any part
that came off arepaired vehicle should
stay inthe parts department until claim
payment is made. A stamp on the re-
pair order should indicate the part num-
ber and the date received. The partsde-
partment employee who received the
part should initial the repair order.

Record retention. Make available
for auditors any required repair order
records (up to 12 months beyond war-
ranty claim payment for Ford; 24
months for GM). Stash older records
out of sight in a separate storage area,
away from auditors.

To guage how warranty expenses
stack up, Ginther says to review a
manufacturer’s monthly expense re-
porting forms, which compare dealers
warranty expenses. That helpsadealer
to identify areaswhereit isdifficult to
maintain costs and to work on them
prior to the pressure of an audit. Re-
member, audit exposure is usually in-
fluenced by the dollar amount claimed
in warranty repairs.

Dealers, Ginther said, who dot their
i's and cross their t's come out of the
audit owing nothing. That happened a
few years ago to one of his Midwest
clients—and the auditor didn’t like the
clean slate he found. The deal er appar-
ently tried to charge back a diesel en-
gine repair merely to have something
to report. Ginther helped to appeal this
charge, and the manufacturer ended up
reversing it.

Most dealerslearn from their costly
warranty mistakes. But, Ginther said:
“Some learn fast and become good-
documented deal erships. Othersjust go
on their merry way and don’t do any-
thing about it.”
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Northwood U.’s auto
show Oct. 8-10

More than 450 cars, trucks, RVs, vans
and experimental and specialty ve-
hicleswill bedisplayed at what ishilled
as the world's largest annual outdoor
new-car show, the Northwood Univer-
sity International Auto Show.

Show hours at the Midland, Mich.,
campus are 1-6 p.m. Oct. 8, 9 am.-6
p.m. Oct. 9, and 10 am.-5 p.m. Oct.
10. For more details, visit the univer-
sity Web site at www.northwood.edu/

L ease
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Ford spokesman Dave Reuter said:
“Ford Motor Co., for example, is of-
fering special lease deals in select re-
gionsand only on certain models. None
of those programs are widespread.
They are used sparingly and are tar-
geted to specific regions, depending on
where we are at with our specific
sales.”

Also, automakersare shortening the
leases terms. Deal ers and manufactur-
ers prefer shorter leases because the
contracts get consumersto sign up for
new cars more frequently.

Three-year leases now represent
about 37 percent of all leases, com-
pared with 31 percent ayear ago, while
four-year contracts represent about 27
percent of all new vehicleleasestoday
compared with 34 percent a year ago,
according to CNW.

In addition, the shorter leases in-
creasethevalue of the car when placed
in the used-car market, and limit the
costs needed to “recondition” the car.

Attorney advises how to lessen risk of ID theft

A corporate attorney sent thefollow-
ing advice to his company’s employ-
eeswho travel. Security istantamount!

1. The next time you order checks,
have only your initials (instead of first
name) and last name put on
them. A thief who takes the checkbook
would not know if the checks are
signed using just initials or with the
first name, but the bank would know.

2. When writing checks to pay on
credit card accounts, indicate only the
last four digits of the account number
onthe“For” line. The credit card com-
pany knows the rest of the numbers,
but anyonewho might handlethe check
as it passes through the processing
channels won't have access to it.

3. Indicate awork phone number on
checksinstead of a home number, and
a post office box number or work ad-
dressinstead of a home street address.
Never print Socia Security numberson
checks.

4. Photocopy both sides of all con-
tents of awallet. That will confirm the
wallet’s contents and indicate all ac-
count numbers and phone numbers to
call and cancel, if necessary. Keep the
photocopies in a safe place.

My wallet was stolen last month.
Within a week, the thieves ordered an
expensive monthly cell phone package,
applied for a Visa credit card, had a
credit line approved to buy a Gateway
computer, received a personal identi-
fication number from the Department
of Motor Vehicles to change my driv-
ing record information on-line, and
more.

But here’ssome critical information

to limit any damage:

 Cancel credit cards immediately.
The key is having the toll-free num-
bers and your card account numbers
handy, to know whom to call.

* File a police report immediately
in the jurisdiction where it was stolen.
That proves diligence to
credit providers, and itisafirst stepin
any investigation.

But perhaps most important:

* Call the three nationa credit re-
porting organizations immediately to
place a fraud aert on your name and
Social Security number. | had never
heard of doing that until advised by a
bank that called to tell me an applica-
tion for credit was made in my name
over the Internet. The aert means any
company that checksyour credit knows
your information was stolen and they
haveto contact you by phoneto autho-
rize new credit.

By thetime| was advised to do this,
almost two weeks after thetheft, all the
damage had been done.

Therearerecordsof all credit checks
initiated by thieves' purchases, none of
which | knew about before placing the
alert. Since then, no additional dam-
age has been done, and the thieves
threw my wallet away this weekend.
(Someoneturneditin.) It seemsto have
stopped them in their tracks.

The credit reporting agencies are:

Equifax: (800) 525-6285

Experian (formerly TRW): (888)
397-3742

Trans Union: (800) 680-7289

Social Security Administration
(fraud line): (800) 269-0271

Mar ketplace

Title & License Meticulous recordkeeping; exceptional organizational, communication, problem-solving skills.
Experience with training, supervising. Jim Hepner, 630-268-9758.

Controller CPA with expertisein GM, Mercedes-Benz and Mazda deal ership financial management, forecast-
ing, reporting, analysis, inventory control, more. R& R and ADP accounting systems. James McCallister, 219-924-
2400 ext. 121. Résumés of both candidates on file at the CATA.




