


Claim Summaries

Sometimes the Good

Guys Win

A group of car thieves broke into the
building of a dealership and stole all
the vehicle keys. They then proceeded
down the street to the next dealership,
which happens to be our insured.
They rammed the building with a
stolen truck to break the glass
window. This set off the video securi-
ty that was being monitored off-site.
The security company notified local
law enforcement of a crime in
progress. Police arrived just in time to
capture all four thieves with hundreds
and hundreds of keys in their posses-
sion from several different locations.
Although there was damage to the
building, the loss was minimal
compared to replacing all those keys,
key fobs and stolen cars due to their
effective security measures.

Stick ‘Em Up!

The following loss occurred in a
small rural town (population 5,000)
where “everyone knows everyone
else.” Each day at about 9 a.m. the
same dealership employee would

walk across the street to the bank and
pick up a money bag with enough cash
to operate the dealership that day. One
morning as the employee exited the
bank an unidentified man stuck a gun
in his face and told him to hand over
the money. Several people witnessed
the event on this bright sunny day.
Fortunately, the money bag was all that
was taken and no one was hurt. Total
loss was approximately $15,000.

The exposure from having such an
obvious routine cannot be overempha-
sized. When everyone in the area
knows the employee and the schedule,
it will be just a matter of time before
an incident occurs. Make sure you vary
your pickup schedule and the
employees you send. Sending two
trusted employees rather than one is
also a good deterrent.

HOT Popcorn

A customer reached into the popcorn

machine with a scoop and received a
bloody third-degree burn when her
hand touched the metal frame around
the door. Please take care in deciding
who uses your equipment to make
sure this doesn’t happen to you.

All’s Well That Ends

Well

Avehicle was returned to the
dealership at the end of its lease. Two
weeks later, a transport truck arrived
to pick up that vehicle for auction.
The following week another transport
truck showed up to pick up the same
vehicle. This was the usual driver and
he had all the proper documentation.
It was determined that the first
transporter had obtained the vehicle
under false pretenses. Interestingly,
the dealership could not produce any
paperwork from the first transporter,
nor recall the name of the transport
company. The loss reserve was set for
$20,000. Two months later the lender
contacted the dealership to tell them
the vehicle had been sitting at
auction...the whole time. PDP
recommends dealerships get proper
ID or documentation before releasing
a vehicle.

Driving Facts Did You Hear...

According to the National Highway Traffic Safety
Administration, 11% of drivers on the road at any given
moment are using handheld cell phones.

The Harvard Center of Risk Analysis says cell phone use
is contributing to 6% of all crashes a year, resulting in
2,600 deaths and 342,000 injuries.

The National Safety Council reports several hundred
companies have banned employees from using their cell
phones while driving.
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\]IRGINIA BEACH, Va. — Friday morning a customer
brought in her luxury vehicle for service work because it
would not accelerate. Since the car was not running well,
the keys were left in the ignition. When the technician went
to retrieve the vehicle, it was nowhere to be found. The
dealership concluded it had been stolen.

Monday morning, a man who had been seen hanging
around the lot on Friday showed up with the stolen vehicle.
He said it was running poorly and wanted to have it fixed.
The staff quickly called the police and kept the car thief
busy until help arrived. The vehicle was recovered without
damage and the customer was pleased to get her vehicle
back.

What Can We Say?
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Got Cash? Employee Dishonesty

Employee dishonesty claims have
increased over the past year in the
dealership program. Have employees
become more dishonest as the
economy has slowed down, OR have
dealers become more vigilant since the
economy tightened, looking at
numbers closely enough to detect
fraudulent activity?  When three
dealers were asked at different times,
they all gave the same answer without
hesitation: “Both.”

Three elements need to come together
for an employee to steal; opportunity,
motive and rationalization. These are
referred to as the fraud triangle.
Employers have control over only one
of these factors — opportunity. A recent
loss illustrates this very well.

A woman worked as a controller for a
dealership that grew steadily year after
year and is considered very successful
by every measure. She worked very
hard, was well thought of, always
helpful, and hardly took any time off.
After 22 years she suddenly
announced that she was retiring. She
gave two weeks’ notice on a Monday
morning, said she had seven vacation
days coming and would only be
available through Wednesday. The
dealer was totally caught by surprise,
but due to the reputation of the dealer-
ship he quickly found a replacement.

After settling into the position, the new
controller could not reconcile the
books. A thorough investigation by an
outside auditing firm determined that
the former controller had siphoned off
approximately $50,000 a year for the
last 20 years. Yes, she stole one million
dollars! By creating payables to
different companies who supposedly
performed work for the dealership, she
had taken small amounts here and
there that went unnoticed. The author-
ities made a visit to her home to “talk”
to her. The house was empty and she
was nowhere to be found. Months
later, neither she nor the money has
been located.
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When we think of employee theft,
many of us picture cash being stolen
from a safe or cash register. Although
this frequently occurs, this type of
crime is not the most typical, and is
usually quickly identified and stopped.
According to the Association of
Certified Fraud Examiners, there are
four common ways money is stolen
from employers. The most common
and most expensive loss is from
employees submitting bills for
nonexistent goods and services or
inflating the bills. Second is expense
account reimbursement, third is check
tampering, and fourth is payroll fraud.
All these losses can be avoided or at
least quickly detected with proper
checks and balances.

To prevent these types of theft, it is
necessary to have different people
perform the various functions of relat-
ed activities. Take for example the
large loss related above. If one person
had to submit a purchase request,
someone else had to order the
purchase, a third person was assigned
to approve the order, and a fourth
person verified receipt, multiple
people would have to be involved to
commit fraud, which is unlikely.
These extra steps would avoid kick-
backs, fictitious invoices, and the
purchase of items for personal use. Be
aware that losses occur more often at
small businesses and the amounts
stolen are just as much as larger busi-
nesses. Multiple steps are more
difficult to implement at smaller
dealerships but are essential for
preventing fraud.

Similarly, make sure you have checks
and balances built into each account-
ing function. In addition to having
multiple people process cash and
payables, here are some simple steps
to protect against internal fraud:

¢ Reconcile the bank statement each
month.

¢ Review all cancelled checks.

* Personally hand out paychecks
occasionally to identify ghost
employees (if someone is not
present when you visit the
department, have the manager send
the employee to you to pick up their
check so you can “meet all the
employees and shake their hand”). If
your payroll is electronic, make sure
everyone on your payroll currently
works for you.

¢ Have an outside auditor review the
books each year.

* Contact vendors occasionally to
make sure payments are satisfactory.
Overpayments may indicate a
problem. Overpaying a bill forces
the vendor to write a check to return
the overpayment. The return check
can then be cashed instead of
entered in the books and the theft
goes undetected.

* Make sure employees who handle
the money and the books take time
off — at least a week straight; two
weeks is preferable. While they are
away, ensure a competent person
fills in for them. Don’t just wait for
the same person to return and
resume the job.

There is a great deal of money and
valuable inventory flowing through
dealerships. Anyone can be tempted
to take what does not belong to them.
By maintaining good controls we
won’t tempt our employees to steal.
As the saying goes, “Locks keep hon-
est people honest.”
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Good Ethics Make Good Business Sense

Dealerships make decisions every
day about how much time, money,
and effort they’ll spend to assure the
safety of employees, customers and
the public. These decisions are
determined by their own standards of
conduct — their personal ethical
system.

In visiting thousands of businesses
over the years and evaluating their
performance, I’ve noted three levels
of response to safety and loss control.

A few businesses do almost nothing
to address safety issues. They focus
strictly on sales, and take their
chances paying claims, losses and
fines. They assume the extra sales
generated by not being distracted by
“details” will more than cover any
loss-related expenses, which they
consider simply a cost of doing
business. In taking this approach, they
overlook the chance of major
incidents that can cost them both
profits and local goodwill.

Most businesses do the minimum
and hope they won’t get slammed
with a large loss, fine, or lawsuit.
They’re thinking, “What do I need to
do to get by?” As a result, they slow-
ly lower their guard until they are hit
with a large claim. At that point they
raise the bar again with time, money,
and effort — for awhile. Then the cycle
starts all over again. Their claims
record often reflects this, with losses
fluctuating up and down.

Some businesses develop a culture
of safety, lowering risk, expenses
and personal stress. Senior man-
agers do not want employees to take
unnecessary chances and make it
clear the consequences for doing so
can be severe. Employees know that
safety really is the first priority,
raising morale by sending the mes-
sage that people — not just profits —
count. You know you have encoun-
tered this type of business when a
manager starts explaining how dealer-
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ships can avoid losses. And their
exemplary loss record, year after year,
speaks for itself.

How do we develop a “culture of
safety” and not have our employees
walking around wearing blanket suits?

Robert G. Kennedy, director of Social
Thought and Management at the
University of Saint Thomas in
Minnesota, suggests four cardinal
virtues — courage, discipline, wisdom,
and fairness.*

Courage is controlling fear without
slipping into foolhardiness. Cowardly
people exaggerate danger and
foolhardy people minimize it. We
cannot let fear paralyze us into doing
nothing; conversely, we can not throw
away all common sense. Owners and
managers must make solid decisions
for the good of the business, even if it
costs money or brings criticism — from
those who dislike following
procedures, for example.

Discipline can be defined as finding
the balance between enjoyment
[excess] and denial. It is required in
business to overcome pressure to be
frivolous and spend money on
luxuries, and to be excessively frugal
and not spend any money, or to play
favorites. We must make good
decisions about allocating scarce
resources to achieve a well-ordered
professional life.

Wisdom can be thought of in the
business sense as competence. The
competent professional knows what is
worth pursuing AND how to reach the
goal. Both are equally important. The
incompetent person may see the goal,
but lack the ability to attain it. The
competent person not only sees the
goal, but applies practical strategies to
get there — for example, finding
common-sense ways to ensure safety
while controlling costs.

Fairness can be thought of as giving

others what they are due. In the broad
sense, it addresses the responsibility
we all have to support the good of the
community. From a business
standpoint this includes everyone
affected by our decisions: employees,
customers, neighbors, the general
public, our banker, vendors, and so
on. Fairness has the practical
advantage of generating trust and
goodwill and avoiding suspicion and
mistrust.

No one is born with these virtues.
They must be practiced. How to
develop them? Make strong values a
priority. Watch others who apply high
standards and learn from them. Get a
second opinion from a respected
source  before making tough
decisions.

It’s the managers who set the safety
standards for an organization. If it’s
important to those who assign the
tasks, it will be important to those
who carry them out. If, however,
safety is just a slogan or something to
be done when it’s convenient,
employees will take more and more
risks until a loss occurs.

Balancing risk and reward requires
thoughtful decision-making. Every
safety decision has both intended and
unintended consequences. We must
all make our choice: Do we say “stuff
happens” or do we act in the best
interests of everyone involved?

*Virtue and Corporate Culture by
Robert G. Kennedy
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