CAR DEALER

The Auto Dealer's Management Briefing I c [.’i I |] 1 ﬂ

Implementing Best Practices:
Eric Chase’s Legal Audit Checklist for Auto Dealerse

This checklist is a suggested guide for all automotive dealers (1) 1o use in their ongoing efforts to assure their
files and operations are current in matters of legal importance; ( 2) to provide reminders for ongoing and peri-
odic legal requirements; (3) to have a simple, handy way of auditing their legal “health;” and (4) to trigger
action(s) that might otherwise be overlooked. The checklist does not constitute legal advice.

Annual/Quarterly Internal Legal Audit
Done by:
Date:

STATUS'
OK Follow up N/A
l. Franchise Relationship Files

A. Current Sales and Service Agreement, with all amendments and modifications a a O

i. Should be up-to-date in every dealership

ii. Keep in a nearby, easy-to-access file drawer

iii. Alternate Dispute Resolution (ADR) provisions, if any. Be sure to read and know when
you have alternatives to the courtroom. (Note: Federal Law prohibits auto franchisors from
imposing mandatory binding arbitration for all disputes as part of a dealer agreement.)

B. Factory Bulietins, Announcements 0 O |

i Watch for “zingers” in otherwise routine correspondence (sometimes references to these
show up in termination notices)

ii. Carefully review any communications that refers to any change(s) in the brand’s dealer
agreement.

C. Possible or Actual Disputes or Disagreements: correspondence, memos, notes and other documents regarding
actual or potential controversy, or other communications addressing items that are specifically applicable to your
dealership. Keep copies of all correspondence that's addressed directly to you on all these subjects:

i. Sales .} O O
ii. Service and CSlI O O O
iii. Allocations O | 0
iv. Warranty a a g

" OK (i.e., no action required)
Follow-Up (should specify whatyou need to do and when)
N/A (not applicable to dealer at this time)

© Eric L. Chase, 2009: Author gives permission to reproduce this checklist, as long as name attribution remains.
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DealersEdge Car Dealer Insider

C. Minutes

D.

Licenses

IV. Real Estate
A. Ownership
B. Lease

C. Acquisition Documents (e.g., buy-sell)

D. Other Realty Records: Taxes; environmental issues

V. Financial Records/Business Insurance

A. Monthly Statements, submitted to factory, and all accounting tax files.
B. Tax related files

VL.

VIL.

i. What kind of an entity is your dealership and why? LLC? C-Corp? S-Corp?
if. LIFO

iii. Assurance of timely sales tax payments

iv. Withholding for employees

File Destruction Policy: Make it clear, and in writing. Assure consistency with legal
retention requirements. Keep everything related to ongoing or imminent litigation. Insure all
employees instructed not to delete electronic information related to dispute. Do it in writing.
Insurance
i. Periodic audit/update with agent
ii. Coverage adequacy
(1) Check coverage for consumer disputes defense, and liability coverage
(2) Business interruption

Loan Documents/Bank Relationships

i. Mortgages, credit lines, cap loans, but, especially, floor plan(s)-
ji. Bank account files and statements
iii. Bank/Lender correspondence

Consumer Relations/Sales Practices

Complaints from your customers
i Written procedures to follow
ii. Follow-up
Litigation/Arbitration Records
Required Recordkeeping/Customer Privacy/identity Theft/Loan Actions and Notices
(Excellent publications available from NADA)
i. Security measures/limiting access
ii. Safeguarding Customer Information/Deal Jackets: Written policy and employee
confidentiality agreements
iii. Consideration in referrals of credit applications of the requirements of the Equal Credit
Opportunity Act (ECOA) and the Fair Credit Reporting Act (FCRA): ~ Does dealership
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