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The Essentials of a Compliance Process
by : Gil Van Over

Signs are everywhere. Some give directions, others provide insights. Some warn, some warm. Some
greet, some forbid. Bumper stickers are signs that are usually enlightening. | saw one on a minivan the
other day that warned, “My other car isabroom.” The lady driver certainly looked the part, with curlers
in her hair, a cigarette lodged between two front teeth, a cup of coffeein one hand and a cell phone ear
bud beeping blue. Her bumper sticker came to life with her non-verbal sign letting me know | was
number one when | looked her way.

| only hope her boyfriend/fiancé/husband got the warning before he committed.

“Don’t come a-knocking if thisvan is a-rocking,” was on the back of full-sized travel van. | wonder
what their grandchildren think when they visit? Too much information.

The feds are not in the bumper sticker making business, but if they were, they could issue these to car
dedlers.

“Pay attention or pay the consequences.”
“Theworld isour oyster; you'rejust living init.”

Thefedsaregiving ustheinfo
The feds could also print this one: “We're telling you what you need to do. Just do it!”

Dedlers have seen two federal rules promulgated on them in the last five years along with an update to
another federal guideline.

The Safeguards Rule (2003) and the Red Flags Rule (2008) both require that dealers adapt processes that
most did not have in place prior to the requirements.

The Safeguards Rule, of course, requires that dealers protect consumers personal, non-public
information from being fleeced by identity thieves.

The Red Flags Rule mandates that deal ers escal ate their responsibilities to help detect and prevent
identity theft.

The Federal Sentencing Guidelines (2004) are a set of rules that judges must follow when imposing
sentences on guilty parties. With agood compliance and ethics program in place, a judge can reduce
potential fines and penalties by up to 95 percent.

All three (Safeguards Rule, Red Flags Rule, and Federal Sentencing Guidelines) provide a dealer with
insight of what the federal government considers to be an effective compliance process.

Safeguards Rule
The Safeguards Rule contains five elements a dealer must follow to be in compliance:
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» Name a compliance officer

» Conduct arisk assessment
 Develop apolicy and procedure
* Provide employee training
 Conduct periodic audits

Red Flags Rule

Compliance with the Red Flags Rule requires six elements.
» Name a compliance officer

 Conduct arisk assessment

 Develop a policy and procedure

* Provide employee training

 Conduct periodic audits

» Write an annual report on program'’s effectiveness

Federal Sentencing Guidelines

The sentencing commission has outlined the elements it considers necessary for an effective compliance
and ethics program:

» Standards and procedures to prevent and detect criminal conduct

* Peonnrsel screening related to program goals

e Training

* Auditing, monitoring and evaluating program effectiveness

» Non-retaliatory internal reporting systems

* Incentives and discipline to promote compliance

» Reasonabl e steps to prevent further offenses upon detection of a violation

The elements of a compliance program
Not surprisingly, adealer looking to establish a compliance process in sales and F& | should follow the
model the government provides.

Name a compliance officer — Put someone in charge. Depending on your size, it can become the
additional responsibility of the person responsible for your risk management functions, or it can be a
newly created position. Either way, make it someone’ s responsibility to devel op the processes, the
procedures, and the policies and report to you.

Conduct a risk assessment — Figure out where your compliance shortcomings are. It could be an
Inconsistent payment quoting methodology, or the inconsistent use of a menu, or the inconsistent
completion of forms. It could be alack of safeguarding consumer information, or the lack of a
crosschecking process to detect employee fraud or the lack of buyer’s guides on used cars. The
compliance officer isto conduct athorough risk assessment to determine where your risk is.

Develop a policy and procedure manual — Once the compliance officer has determined where the risks
are and how the processes are supposed to work, he or she should develop policy and procedure manuals
for both sales and F& . These manuals must define and describe the organization’ s expectations on how
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an employee is to compl ete certain tasks.

Provide employee training — Now that you have a manual on how the employees are expected to
perform their jobs, let them know. Give them a copy of the manual aweek before starting the training so
that they have ample time to review the material. Then provide the training and have the employees sign
an acknowledgement form certifying that they have read the material and agree to abide.

Conduct periodic audits— Ah...the trust but verify stage. Thisiswhy | call this a compliance process,
not a program. A process must be continually monitored and refined as new information becomes
avallable. A program is like amanufacturer’ sincentive, it comes and goes and no one remembersit a
year later. Y ou must conduct periodic audits and document any shortcomings and corrective actions you
took, including disciplinary. Y ou must also refine your policy and procedure manuals to reflect your
actual processif the employees find a better way to do something.

Put a compliance process in place and you will want to start a bumper sticker printing business of your
own:

“1 made more money doing it right.”

“No sleeping pills required.”

“My other car isagolf cart.”

Gil Van Over isthe president of gvo3 & Associates, a nationally recognized dealer compliance
consulting firm. He assists dealers with F& | and sales compliance.
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