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A Note from Clark


Every day, we’re faced with a puzzling collection of choices. Which cell phone company should I choose? Where should I get my car repaired? What’s the best way to save for my child’s college education? It’s hard to know what to do.


My goal in Get Clark Smart is to help you find answers to these questions, to give you the knowledge and confidence to make smart choices. I want to help you gain more financial security today and more control over your financial future.


I hope I can give you the tools to avoid problems-because it’s much easier to avoid a problem than it is to solve one later.


A lot of people think I’m the cheapest person they know, and it’s true that I absolutely love a great deal. I once bought carpeting for $2.99 a yard, and it was excellent carpeting. Another time, the owner of a car dealership threw the keys to my new car at me because he was annoyed at how little I paid for it.


But my philosophy is more about finding value for your dollar than living a life of deprivation. To me, a bargain could be a $3 sweatshirt, but it also could be a $500 plane fare to Tokyo or a great rate at a nice hotel.


I believe you should spend less than you make-no matter how much you make-and do everything you can to avoid debt. That’s a great way to make yourself financially strong.


I don’t believe in instant gratification. Nothing gets us in more trouble in our spend-spendspend culture than buying things even when you don’t have the money. That’s why so many people are overwhelmed with debt.


But if you are having problems with debt, I can show you how to pay it off faster, and regain control over your finances.


I’ve learned my best consumer strategies from people like you. For fifteen years, I’ve had the privilege of speaking to consumers on my radio show, learning along the way how to avoid pitfalls and take advantage of the fantastic deals offered by a free, open, and chaotic marketplace.


I never set out to be a broadcaster or a writer. I started out in the travel business, and at one time owned a chain of travel agencies. I was very lucky in the business, in real estate, and in investing, and I spent a lot less than I made, so when I sold my travel agencies, I was able to retire at the age of thirty-one.


I never really intended to work again, and I really fell into what I do now. It started when I was asked to be the guest on a Sunday radio show, answering questions about travel. One guest appearance led to a second and third, then became routine. That led to the opportunity to do a daily consumer show, and today it’s grown into a kind of consumer conglomerate. In addition to my nationally syndicated radio show and this book, there’s my Web site, www.clarkhoward.com, the stories I do for television, a series of newsletters, and a newspaper column. My goal is to provide consumer information through whatever channel people find convenient.


Things have changed so much in America. A generation ago, people used to work for one company for thirty years, then receive a pension. There was one phone company, and almost all cars came from three auto makers, General Motors, Ford, and Chrysler.


I love all the competition and choice we have today, but I know it can be confusing. I hope Get Clark Smart helps you get the most for your money.


Clark Howard







CHAPTER 1
Cars



The most difficult calls I take on my radio show involve cars. We call them “razor blade” calls, which means the situation is awfully bad. A typical call involves someone who’s recently purchased a used car, sometimes for several thousand dollars, only to find it is riddled with problems. They’re faced with impossible choices. The vehicle often can’t be repaired properly, and the dealer won’t take it back. That could mean scrapping it, absorbing an expensive loss, and trying again.


It’s even worse if the buyer is making car payments on a useless vehicle. These situations are very sad, because in many cases nothing can be done to help the caller. It’s simply too late.


What I hope to do is educate you so that you can avoid the most common mistakes, and at the same time buy a car more effectively, with less stress, and probably get a better deal than you ever have before.


I want to teach you the right way to buy a new car or a used car, finance that purchase, and get it fixed if something goes wrong.


*Buying a New Car*


There are a lot of tools available today to help you buy a car. Unfortunately, most people don’t take advantage of them, because they get caught up in the emotion of buying. If money matters to you, put that emotion aside and be smart about your car purchase.


The first thing to do is to prequalify for a car loan, so you’ll know how much car you can afford and what type of monthly payment you will have to budget. It also means your purchase won’t collapse because you can’t get financing. The best place to prequalify is at a credit union, because they’re cheaper—credit unions usually will offer car loans at 1.5 percentage points below what a bank will charge. If you’re not a credit union member, check www.cuna.org, to see if there’s a credit union you can join. Or try online lenders such as www.eloan.com, whose rates usually will be at least a full point below those of a traditional bank. But even if you prequalify at a bank, that’s better than just walking into a dealership and trying to get financing there.


Once your financing is set up, decide what kind of car you want. One of the best times to look at cars is when a dealership is closed, so there’s no salesperson there to pressure you. It may sound strange, but a shopping mall parking lot also is a good place to look at a lot of different vehicles. Just don’t act like you’re trying to steal someone’s car.


Everyone wants a car that will run dependably and stay out of the repair shop. The best way to improve your odds of getting a trouble-free car is to check out the repair records of the models you like. Consumer Reports magazine is the best place to find repair data on cars. Each year, the magazine’s April issue is devoted to car buying, and it contains detailed ratings and data on a variety of models for several model years. Consumers Union, which publishes Consumer Reports, also publishes a car-buying guide that is available year-round in bookstores. Consumer Reports is available online for a monthly fee at www.consumerreports.org.


Of course, no repair data is available on newly introduced models. I don’t recommend buying a new or radically redesigned model, because if you do, you are the guinea pig for any problems the vehicle might have. After a few model years, you have a better idea if a car is well-made and worth purchasing.


Once you’ve narrowed your search to a couple of different models, call your insurance agent to find out how much it would cost to insure those vehicles. There may be a significant difference between your choices, even between two versions of the same model. The size of the cars’ engines, for example, could be one reason for a cost difference.


Become familiar with the various versions of a car. The Honda Accord, for example, might come in DX, LX, EX, and SE versions. Each version comes with a different package of options and standard equipment. The most expensive version of the car will cost several thousand dollars more than the least expensive version. It’s to your advantage to buy the least expensive version of the model that meets your needs. That’s because, over time, the value of those two vehicles converges. An initial gap of $8,000 between the cheapest and most expensive versions might dwindle to $1,000 in the resale value of the two cars after a few years of ownership. If you buy the most expensive version, you pay a higher price both up front and at resale time.


I don’t recommend test-driving a car at a dealership. You’ll only have a short time to check out the car, and the salesperson will be right there. The best way to test-drive a car is to rent it for a day or two. Car rental companies make most of their money on business rentals, so they offer great specials on the weekends, when volume is light. I actually check out cars this way on business, since I travel so much. I’ve rented cars I thought I might want to buy and changed my mind after driving them for a few days. It’s the ultimate test drive and it’s not expensive. After all, considering that you might spend $25,000 to buy a car, spending $25 to $40 to rent it is rather inexpensive.


If you do a test drive at a dealership, a representative may ask for your driver’s license. If you turn it over, make the dealership give you a signed release saying they will not pull a credit report on you. Dealerships like to check your credit while you’re on a test drive, and if you visit several dealerships, the credit inquiries could damage your credit rating.


The Internet has put consumers completely in control of the car-buying process. To get the best deal, you have to have Internet access. If you’re not online, find a friend who is and enlist their help, or go to a local library. It’s that important. In fact, using the Internet will save you so much on your car purchase that, even if you don’t have a computer or an Internet-only appliance, spending a few hundred dollars to buy one would be a bargain.


First, go to www.edmunds.com and www. kbb.com (Kelly Blue Book) and look up the actual dealer cost on the base vehicle and options you’re interested in. Add the dealer cost for air conditioning, automatic transmission, whatever you want, and calculate the total dealer cost for the car. Go to both sites, because they may show slightly different figures. If they are different, use the average of the two. Any negotiating you do with the dealer should start from the dealer’s cost, not the manufacturer’s suggested retail price (the “sticker price”), which could be thousands of dollars more. The price you pay will depend upon the popularity of a particular model. For a car everyone seems to want, you might have to pay several thousand dollars more than the dealer cost. But for less popular or unpopular cars, you could buy the car for just a few hundred dollars above dealer cost, or even below dealer cost.


At one time, you could get an instant price quote at a number of Web sites for the model you wanted to buy, then buy the car with no negotiation. I had thought this was going to become the popular way to buy cars. But instead of more and more companies selling this way, the number has shrunk to just one, www.carsdirect.com. With this site, you enter the model, equipment, and interior and exterior color you want, and within fifteen seconds, they give you a guaranteed price quote. It’s amazing. If you wish, you can then go through that process, as I have, and buy a car online. I did this at the late www. carorder.com for my mom, and was able to buy her car at $6,000 less than she had been quoted from two dealers. Maybe selling a car for $6,000 less than anyone else wasn’t a good way to stay in business.


Although most of the independent shopping sites have folded, dealers have discovered that selling vehicles via the Internet can be good for them. The giant national chain AutoNation reported that it sells 10 percent of its vehicles through its Web site. Even if you don’t buy on the Web, you should telephone dealers to get their best price.


If you choose to buy a car the old-fashioned way, by walking into a dealership and talking with a salesperson, be prepared for a difficult process. Some dealers still use a variety of tactics to snare you. They know you’re excited about buying a new car and will use that to their advantage. One strategy they’ll employ is delay. Dealers know that the longer they can keep you at the dealership, the more likely you are to buy a car. So they’ll try to keep you there for several hours.


One common tactic to delay you is to make your car unavailable. When you show up at a dealership, they ask to have the used-car manager check out your current car, to evaluate its trade-in value. While you’re test-driving a new car, they send somebody to look over your car and make sure you don’t get it back too quickly.


In the movie National Lampoon’s Vacation, Chevy Chase’s character, Clark Griswold, goes to a car dealer to buy his family a new station wagon, only to receive a hideous green “truckster” car with stacked headlights. When he asks for his trade-in back, he sees that the dealer has crushed it into the size of a coffee can for the local scrap yard. So he’s forced to take the horrible new car home. I hate to see anyone get ripped off, especially a guy named Clark.


One of the most despicable practices in the industry is “roofing,” in which the used-car people literally throw the keys to your car onto the dealership roof, then report that they somehow can’t find the keys. The purpose is to get you to drive home in the new car while they look for the keys.


I recommend that you discuss any trade-in only after you’ve negotiated the purchase of the new car. I’ll talk more about why in the next section. But if you keep the transactions separate and stay close to your car, you won’t be kept in the dealership any longer than you want to be there. The best way to protect yourself in a dealership is to be willing to walk out.


• Tips on Buying a New Car •


[image: image 1] Prequalify for a car loan (preferably at a credit union) or apply online. That tells you how much car you can afford and what type of monthly payment you will have to budget.


[image: image 1] Look at cars when a dealership is closed, so there’s no salesperson to pressure you.


[image: image 1] The best way to test-drive a car is to rent it for a day or two. It’s the ultimate test drive and it’s inexpensive.


[image: image 1] Start your research with at least two different vehicles in mind. Then check out the price, the reliability, and the cost of insuring each of the cars you’re considering.


[image: image 1] Use the Internet to find out the dealer cost of the vehicle and options you want. Begin negotiating from that cost.


[image: image 1] When you’ve narrowed the search to one or two vehicles and have the actual dealer cost for each, shop online for an instant price quote.


[image: image 1] If you prefer not to buy online, use online quotes as a guideline and call local dealers to see if they’ll match the best online price.


[image: image 1] If you go into a dealership to sign the paperwork and pick up a car, make sure the purchase agreement shows what you’ve agreed to pay. If it’s not the same, walk out.


[image: image 1] If you choose to negotiate in the traditional manner with a car dealer, be prepared for a difficult process.


• Reference •


Consumer Reports’ April Auto Issue or Car Buying Guide


• Internet •


www.autonation.com


www.bankrate.com


www.carsdirect.com


www.cuna.org


www.edmunds.com


www.eloan.com


www.kbb.com


www.lendingtree.com



*Trade-ins, Financing, and Extended Warranties*


If you have a trade-in, the time to discuss it with the dealer is after you’ve completed the purchase of the car. Do it as a completely separate transaction, because if you mix the trade-in with the purchase, you’ll never know whether a dealer is offering you a great price on the new car and making up for it by giving you a poor value for your trade-in.


Start by finding out what your trade-in is worth. There are several good Web sites to visit, including www.edmunds.com, www.kbb.com, and www.autotrader.com. Check out each to get a balanced idea of what your vehicle is worth (although the prices at www.autotrader.com are ultraretail prices that you’ll wish you could get). If you’re not Internet active, ask a friend to help. There also are car price books, available at most bookstores and libraries.


On all the sites but www.autotrader.com, there will be two prices listed: the trade-in price, which is what you can expect a dealer to pay you, and the retail or market price, which is the price a dealer may sell it to someone else for. If you sell the vehicle yourself, you’ll be able to charge a buyer about halfway between average trade-in and average retail. Once you’ve measured that gap, you can figure out whether it’s worth the bother of selling the car yourself.


Once you’ve shopped around and the dealers realize you’re a good shopper, their prices will be similar. You can help decide which dealer to buy from by seeing how much they’ll give you for the trade-in. Take the car to each dealer for a trade-in quote and use that as the decision-maker.


I always skip the trade-in process and sell my cars myself. A large number of people do sell privately, and they are able to get a better price. But most prefer to trade their car to the dealer because they don’t want to deal with the hassle of a private sale—classified ads, phone calls, and test drives.


If you do sell your car yourself, watch out for a costly scam. Because laser printers are so common, it’s become very easy for anybody to create a phony cashier’s check that looks authentic. There are criminals who will offer to buy your car, and stick you with a check that’s completely worthless. They may be friendly and well-dressed, and not push that hard a bargain with you. Once they leave with your car, you’ll never see or hear from them again. For some reason, it takes about six weeks for a phony cashier’s check to work its way through the banking system. So by the time you realize your car has been stolen, the trail is cold. The car could be in Central America, or cut up into parts at a “chop shop.”


I almost got caught by this one myself. We sold my wife, Lane’s, car a few years ago to a gentleman who bought it for his daughter to commute to school. He took delivery at night in a shopping center parking lot about twenty-five miles from my home. We picked that location because it was about halfway between his house and mine. He gave me a cashier’s check for $6,000 and drove the car home. I went to cash the check the next day, and it was no good. When I looked closely, I saw that the check was dated a couple of days after the date of the sale. And it was drawn on a bank in a different city from the one in which he lived. So there were a couple of red flags, and I figured I had ignored my own rules and been taken. As it turned out, he was such a good customer that the bank had fronted the check to him before his loan had gone through. That’s why the check showed as no good in the system, but it was good by the date on the check. I was lucky, but it taught me that I really need to listen to what I tell other people.


To protect yourself from this kind of scam, meet the buyer at his or her credit union or bank, and have an employee of the bank or credit union hand the money to you. It can be a bank check—because you’re in the bank, you know it’s a real one. Then you hand over the title, and you create two copies of the bill of sale. Each should have the vehicle identification number, mileage on the vehicle, buyer’s name and seller’s name, and date. Each copy should be signed by both the buyer and seller. The buyer gets one copy, the seller the other.


Another scam involves criminals who will come to test-drive your car. While they’re supposedly test-driving, they make a duplicate key to your car. Then they come back later, to your home or business, and use the key to drive your car away. As a precaution, do the test drive someplace other than your home or office, so they don’t know where to come back to steal the car.


Financing the Car


It’s critical to finance the purchase of a car in advance at a credit union, an online lender, or a bank—not at the dealership. By doing this, you’ll know the financing is set, and you can proceed to buy.


Some Web sites to consider for auto financing are www.eloan.com, www.lend ingtree.com, and www.bankrate.com. Bank rate.com is especially good, because you can search for a loan by city, and see rates from different lenders.


When you allow the dealer to arrange financing, all kinds of terrible things can happen. If you drive your new car home and give the dealer your trade-in, you’re in trouble if, as happens more and more, the financing later collapses.


Here’s what happens when the dealer calls you a few weeks later with the sad news that your loan didn’t go through. Because the loan and purchase are done separately, you may not be able to undo the sale. Even if you can, your old car may be long gone. So you either have to come up with a lot more money for a down payment, or pay an exorbitant rate of interest, so that a lender will accept the loan. You can try to get the dealer to undo the sale and give you the value of your used car in cash. But depending on the laws in each state, you may have to fight to reverse the deal.


I got an incredible call from a woman who financed with a dealer. She went to see a salesman she had bought a car from a few years earlier, this time to ask about buying an extended warranty (I’ll talk more about extended warranties later in this section). The salesman quickly convinced her to buy a new car, and roll the old loan into a new car loan. According to the salesman, she could turn the car in after three years if she didn’t want it any longer. The bad news was that, without realizing it, she had signed her name to a seven-year auto loan with a $6,000 balloon payment due at the end of the seven years. She wound up owing $10,000 more than the car was worth. When I get these calls, it’s like trying to fix a train wreck. The damage is already done.


You can also end up paying a higher interest rate on a dealer-arranged loan, because dealers will sell a loan to a customer at whatever rate they can get the customer to pay. A disgruntled finance manager told me the dealership may get the loan at 8 percent and mark it up to 14 percent or 18 percent if they can get the customer to pay that much. The spreads are scary. The finance manager gets the car buyer to pay a higher rate by pointing out blemishes on their credit report, scaring them into thinking they might not be approved. When they’re done psyching the customer out, the customer is ecstatic to get the loan at the high rate.


Some dealers actually have been sued for allegedly conspiring with manufacturers to overcharge buyers on loans. The dealer and manufacturer then split the proceeds. The lawsuits also involve charges of racial discrimination, with customers claiming dealers are charging black customers more for loans than they charge white customers.


Dealers want to do the financing, because that’s where most of the profit is in car sales today. If you take the extra effort to prequalify with your bank or credit union, you will steer clear of a lot of financial danger. If the dealer offers a better interest rate than your bank or credit union, it’s okay to go ahead and take the dealer loan, as long as you have a backup lender.


Car buyers care mostly about their monthly payment, and are more and more likely to opt for long loans. But you should finance a car for forty-eight months or less. The sixty-month loan is a poor financial choice because in that period, the value of the car declines much faster than the loan balance. So, for much of those five years, you’re “upside-down” in the loan—you owe more than the vehicle is worth.


Being “upside-down” can be a major problem. Let’s say you decide after a couple of years that you can’t stand your car. Selling it won’t generate nearly enough money to pay off the loan. Unless you can come up with several thousand dollars to pay off the balance of the loan, you’re stuck in the vehicle. If the vehicle is totaled in an accident, you could end up owing the lender thousands of dollars. You have to cover the gap between the amount the insurance company pays and what you owe.


The beauty of a shorter loan, particularly forty-two months or less, is that the loan tracks the value of the vehicle. For most people, forty-eight months is a good compromise. I know this sounds harsh, but if you go in for a car loan and the payments for a forty-eight-month loan are too high, you’re trying to buy too much car. Stretching it to sixty months is the wrong response.


Extended Warranties


I don’t like service contracts or extended warranties for computers or consumer electronics, but I’m neutral when it comes to cars. Automobiles cost so much money and many people feel better having one.


However, it’s more important to buy a car with a record of reliability than to worry about an extended warranty.


If you do buy, choose only the manufacturer’s extended warranty or one sold by your insurance company. Don’t buy any third-party warranty. Many third-party warranty companies go out of business before they ever pay a claim, and even if that doesn’t happen, the language in these contracts is so full of holes it will be virtually worthless.


I’ve had case after case of extended warranty companies selling cheap contracts to dealers and then going out of business without paying claims.


These rip-off companies sell service contracts to dealers for $90, and the dealers resell them to car buyers for $1,100. The pitch is that the dealer will make a fortune even if they sell the warranty for $600. After a few years, claims start coming in and there’s not enough money in the pool to pay the claims. The company collapses or vanishes, and the consumer ends up with a worthless service contract.


The price on extended warranties is highly negotiable. One of the manufacturer’s contracts that retails at $795 costs the dealer $180. The dealer may make little profit on the sale of a car, but on an extended warranty the markup may be from 400 to 1,000 percent, depending on the type of warranty.


The best way to negotiate is to call your auto insurance agent for a quote on an extended warranty. Then, compare the costs and coverages to those offered under the manufacturer’s contract.


It’s very important not to make a decision on an extended warranty from the dealer or anyone else until you’ve had time to think about it. This is not a decision that has to be made at the moment you’re buying your vehicle. In fact, that’s the worst time to decide because you’re not thinking clearly. You’re excited about buying a new car and you want to be done with the paperwork.


With most extended warranty providers, you have at least twelve months from the date you purchase the car to make the decision. One of the advantages to waiting is if the car turns out to be a lemon and you’re always having problems with it—then you know you should buy an extended warranty. During the first year, the manufacturer’s warranty protects you.



• Tips on Trade-ins, Financing, and Extended Warranties •


[image: image 1] If you have a trade-in, the time to discuss it with the dealer is after you’ve negotiated the purchase of the car.


[image: image 1] Find out what your trade-in is worth at www.edmunds.com, www.kbb.com, and www. autotrader.com. By selling the vehicle yourself, you’ll get a price about halfway between average trade-in and average retail. A dealer will give you the trade-in price.


[image: image 1] After you’ve negotiated a price for a new car, you can decide which dealer to buy from by seeing how much they’ll give you for the trade-in.


[image: image 1] Finance a car for forty-eight months or less. With a sixty-month loan, the value of the car declines much faster than the loan balance. So for much of the five-year period, you owe more than the vehicle is worth.


[image: image 1] Keep the financing separate from the car-price negotiation, too. When you allow the dealer to arrange financing, all kinds of terrible things can happen.


[image: image 1] Buy a manufacturer’s extended warranty or one from your own auto insurer. Don’t buy a third-party contract.


[image: image 1] Don’t buy an extended warranty from an automobile dealer or anyone else until you’ve had time to think about it and shop prices. You don’t have to make this decision at the moment you’re buying your vehicle.


• Internet •


www.autotrader.com


www.bankrate.com


www.cuna.org


www.edmunds.com


www.eloan.com


www.kbb.com


www.lendingtree.com



 *Leasing*


It’s almost impossible to talk to an auto salesperson without hearing a pitch for you to lease, rather than buy, a vehicle. That’s because leasing is a very profitable method of selling vehicles for dealers.


Car buying can be complicated enough. Leasing is much more complicated, and that makes it very difficult for you to compare prices, even if you’re a savvy consumer. With the sky-high financing costs built into most leases, you’ll almost certainly end up with a bad deal if you agree to lease.


A pair of California Toyota dealers wound up having to pay $2 million to settle a suit accusing them of false advertising and unfair sales practices. The state attorney general and two county district attorneys had accused the dealers of switching people from financed car purchases to leases and adding accessories to the price of cars without telling the buyers.


One of the most popular tricks of the leasing trade is for manufacturers and dealers to advertise very low monthly lease payments—$249, $299, or $349 a month. But what they don’t tell you, except in the fine print, is that you’ll have to pay a large, nonrefundable fee up front. This fee, sometimes called a capital cost reduction, or a capital acquisition fee, often amounts to $2,000 to $4,000. Essentially, you’re getting that low monthly payment by paying part of the lease in advance. The idea is to sell low payments, because a lot of consumers buy a car today by figuring out if a particular payment will fit into their budget.


The low monthly payment makes it seem as if you’re getting a good deal, but on the typical lease, you’re not. Let’s say you pay a $3,000 up-front fee for a thirty-six-month lease at $249 a month. If you spread the $3,000 over the thirty-six months, it amounts to more than $83 a month. So the actual cost of the deal to you is $332 a month, not to mention that you give up the use of the $3,000 right away. Clearly, not as good a deal.


Whenever you lease, you’re giving away your future. If you buy a vehicle and pay it off in four years, you own a vehicle that still has value. You can keep it and avoid making car payments for a while, or sell it and use the money to help buy a newer vehicle. But after four years of leasing a vehicle and making payments, you own nothing.


A lot of people use leasing to get more car than they can afford. The monthly payment for two similar cars will be cheaper for someone who leases than for someone who buys, so people will lease, foolishly, so they can have a more expensive car. Let’s say you buy an $18,000 vehicle with no down payment. Over four years, you’ll pay $18,000 plus interest, and your monthly payment will be based on the cost of financing $18,000. If you lease a vehicle, you may finance $8,000 and have a residual value of $10,000. Your monthly payments will be based on the $8,000 being financed, so the payments will be much lower. You’ll have the option of paying $10,000 to buy that car at the end of the four-year lease.


You also may owe sizable mileage penalties at the end of a lease. Most leases allow you to drive an average of 15,000 miles per year. If you exceed the limit, you have to pay a penalty of 8 to 15 cents per mile. If you lease a car for four years and drive a total of 80,000 miles, you might owe as much as $3,000.


Too often, people are not realistic about how many miles they’re going to drive each year. Or they may end up changing jobs and find themselves driving much farther than they originally intended. Before they know it, they’re near the end of the lease and tens of thousands of miles over the limit. If you owe a big mileage penalty, the best thing to do is buy the vehicle at the predetermined price specified in the lease. Then you won’t have to pay the penalty.


I had a call from one fellow who turned in his Mercedes-Benz at the end of his lease, not realizing he was way over the mileage limit. He wasn’t asked to pay any penalty. But two years later, he was told that he owed $8,000 in excess mileage costs. It would have cost him just $2,000 more, a total of $ 10,000, to buy the car outright. But the car had been sold long before and he no longer had the option to buy it.


If you’re going to pay a mileage penalty or buy the car, you’d better have some cash on hand. If the car has a lot of miles on it, a bank won’t lend you the money to pay off its residual value. You avoid all these problems if you just buy the vehicle in the first place.


A lot of people are getting hit with surprise fees over the condition of the car when they turn it in. One of my callers turned in her car and received an inspection report saying the car was in good condition. But later she got a bill from a bank for $ 1,850 for what the bank considered to be excessive wear and tear on the vehicle. The bank claimed the dealership was not officially charged with determining the condition of the car.


I’ll make essentially the same recommendation here that I do for people leaving an apartment. Before you turn in a leased car, hire an auto detailing service to get the car as clean as possible. If there’s something damaged on the car, get it fixed yourself. You’ll pay a lot less to have the repair done than you’ll be charged by the leasing company if you let it go. Then document what you’ve done by taking pictures of the interior and exterior of the car. Then, make sure you’re turning it in to the official source who determines the condition of the car.


Short-term leases can be bad enough, but a four- or five-year lease is a recipe for disaster. Many customers end up married to a vehicle they hate. Even if they like the car, most don’t keep it the full four or five years. Instead, they frequently end up paying severe penalties for early termination.


One woman I spoke with had leased a Honda Accord for five years at $400 a month. One year into the lease, she got a new job—a sales job instead of a desk job—that included a company car. But she had to keep the lease, because she couldn’t afford all the termination fees involved in paying off the lease. So the leased car just sits in her garage.


If you lease for five years and your car is totaled in an accident, you may have big problems. You could be responsible for a giant gap between the amount the insurance company will pay and the stated residual in the lease. It’s not unusual in these cases for the gap to be as much as $8,000. Some leases contain an automatic gap clause, which states that if the vehicle is totaled in an accident, the manufacturer’s financing arm accepts the insurance company payment and releases you from any further responsibility. Be certain any lease you sign covers this gap provision. Some car dealers, if you raise this issue, will offer you a separate insurance product called gap insurance. They should provide gap insurance for free as part of the deal.


You can tell how bad an idea leasing is by how good a deal you can get buying a vehicle someone else has leased. My wife and I bought a three-year-old car with just 16,000 miles on it for half the retail price. The people who leased it paid for all that depreciation.


There are two circumstances in which leasing a vehicle makes sense. The first is when someone likes to have a new car every two to three years. If that’s your goal—always to have a new car and get rid of it before the warranty is up—you’re a candidate for a short-term lease. You won’t have to deal with getting rid of the car.


The other circumstance in which leasing can be okay is when there’s factory-subsidized financing on the lease. If the manufacturer offers no-interest financing, your total cost to lease for two years and then buy the vehicle might be lower than if you bought it outright.


If the manufacturer subsidizes the lease by stating an unrealistically high residual value on the vehicle, you can lease for two or three years at a great price, but then you should walk away. In any case, don’t lease for more than three years. You can tell if the lease is factory-subsidized because the advertisement will be from the manufacturer, not the dealer.


• Tips on Leasing •




[image: image 1] It’s hard to compare prices on a lease, and the financing costs built into a lease are very high.


[image: image 1] Leasing may seem cheaper than buying, but you’re mortgaging your future when you lease. After a few years of leasing a vehicle and making payments, you own nothing.


[image: image 1] Manufacturers and dealers like to use up-front fees to create ultra-low monthly payments that mask the actual cost of a lease.


[image: image 1] Most leases allow you to drive an average of 15,000 miles per year. If you exceed the limit, you have to pay a penalty of 8 to 15 cents per mile.


[image: image 1] Before you turn in a leased car, have it detailed inside and out, and make any needed repairs. Then find out which company is officially responsible for determining that the car is in acceptable condition.


[image: image 1] A four- or five-year lease is a recipe for disaster. Many customers end up married to a vehicle they hate or end up paying severe penalties for early termination.


[image: image 1] If you lease for five years and your car is totaled in an accident, you could be responsible for a giant gap between the amount the insurance company will pay and the stated residual in the lease.





*Buying a Used Car*


Buying a used car is a lot easier than it used to be. The supply of high-quality used cars is way up, thanks to the popularity of leasing and America’s growing love of travel, making available a lot of former lease and rental cars.


It’s really smart to buy a used car because of the tremendous savings you get. Because new cars depreciate so quickly, a high-quality two- or three-year-old car might cost 40 percent less than a new car, which is a tremendous savings.


Just as with buying a new car, the Internet is your biggest friend in buying a used car. It can help you figure out what make and model to buy and how to finance it.


If you know the general amount you’ll need to borrow, go ahead and set up the financing first. See the section on trade-ins, financing, and extended warranties in this chapter for more information.


To help you decide what make and model to buy, check Consumer Reports’ April car issue. You can look at it at the library, or access it online at www.consumerreports.org. You’ll have to pay a subscription fee for the online service, but it may be worth the convenience. Consumer Reports has lists of the best and worst used cars. Don’t buy any car if it’s on the list of cars to avoid. Buying a used car is always riskier than buying a new car. Don’t do anything that worsens your odds.


The used cars on the recommended list are grouped by general price category: $10,000 to $12,000, $12,000 to $15,000, and so on. That can help you narrow your choices to fit your budget. But just because a make and model of car is on the list, don’t assume that an individual car you’re thinking of buying is going to be good. More about that later.


Once you have a make and model in mind, it’s time to figure out the price. Several Web sites can give you the average trade-in value of the car and the average retail price. You should pay between average trade-in and average retail, adjusting up or down for equipment and mileage. Pricing guides on the Internet and in the bookstore will show you how to do that. Two to try are www.edmunds.com and www.kbb.com (Kelly Blue Book). In the used-car market, price quotes may vary widely. Check multiple sources to get a good idea of likely prices. Another good source is www.autotrader.com, which tells you not what cars are selling for, but what prices owners are asking. Do nationwide searches first, then look for prices in your own area.


CarMax, a company that sells mostly used cars (but also some new cars), has proven to be a successful seller of cars using a no-haggle, dealer-backed warranty program on used vehicles. If you have a CarMax near you, it’s a good idea to see what prices they’re offering.


Many dealerships now have what they call certified used-car programs, which allow you to return a vehicle for a full refund up to three, five, or seven days after you purchase it. The vehicle also may come with a manufacturer’s or dealer’s warranty (the manufacturer’s warranties are preferable). But not all certified used-car programs are created equal. Some of the manufacturers are being chintzy with how long they’ll back up the supposed quality of these vehicles. A real certified car program will give you two additional years on the manufacturer’s warranty and a minimum of 24,000 miles additional coverage. If a certified used-car program doesn’t meet that minimum standard, it doesn’t mean much. You’ll pay more if you buy one of these reconditioned, certified vehicles, but a good program gives buyers assurance that someone is standing behind the purchase, and I like that.


I had a call from a fellow who had bought a BMW for $8,000 that had been certified. But in the negotiation, the dealer agreed to meet his price only if the certification wasn’t included. Some months later, the caller discovered that the car had been in a wreck. There wasn’t much we could do for him.


Even if you buy a “certified” car, it’s very important that within the three-, five-, or seven-day period, you have the vehicle inspected by an independent diagnostic mechanic. Look for someone with an ASE certification, an indication that the mechanic has the expertise needed to do a comprehensive evaluation. It’s well worth the $100 or so you’ll spend to make sure the vehicle has no major defects and hasn’t been in an accident. A wreck can cause a car to have tremendous operating problems as well as suffer a huge loss in value. The only way to know whether it’s been in an accident is to have it inspected.


The diagnostic tests aren’t pass or fail. Sometimes the mechanic will report that a part is worn, and you’ll have to make the decision whether to buy the car. You can also use the disclosure of certain problems as leverage to lower the price. Then you can use the savings to pay for repairs.


If you buy at a traditional dealership that doesn’t offer you the opportunity to return the car for a refund, make your deal for the purchase contingent on its passing an inspection by a diagnostic mechanic. Then have it inspected before you complete the purchase. If a seller refuses to allow the vehicle to be inspected, don’t buy it.


In addition to having a used car inspected, it’s a very good idea to pay about $20 to pull a report on the car at www.car fax.com. Carfax will run a history of the car’s title instantly, plus do a free check to see if the car has been part of a Lemon Law buyback. The title history can help you determine if the car’s odometer has been rolled back or disconnected.


Most used-car sales in the United States are still as-is sales, with no warranty to protect you. If you buy from an individual, as in 20 percent of used-car transactions, you don’t expect any warranty. But if you pay more to buy from a dealer, you have a right to expect some protection if the car doesn’t work.


The law is of minimal help. Only a handful of states provide any legal protection for used-car buyers. In many other states, you own the car as soon as you sign the papers.


Some unethical dealers still sell worthless cars salvaged from wrecks. The paperwork is washed, and you could buy a vehicle that actually is two or three cars sewed together. I once got a call from a couple who spent $2,800 on a used Honda Civic, only to find that they couldn’t get a title for it. The car had been wrecked in another state and shabbily repaired. The frame was bent in the crash and a plate was welded to the undercarriage in a halfhearted attempt to fix it. When my staff and I interceded, the dealer offered to buy the car back, but wanted a $600 fee for eight months of use.


I got a call from one guy who bought a used car from an individual, and the car turned out to be stolen. He didn’t find out for eight months, when the police told him and took the car away from him. So he lost the money he paid and the car. The way to protect yourself from that is by pulling a Carfax report.


To minimize the danger of buying a problem-ridden car, do not buy from old-style dealers who sell only used cars. When a new-car dealer takes a trade or a return from a rental company, it keeps the best vehicles on its lot and sells the rest through auction. The most troubled cars end up at used-car lots.


The worst used-car lots are the “Buy Here, Pay Here” lots. Almost always, the cars are incidental to the purpose of these places. They make their money on the loans they extend to you on your vehicle. They’re in the loan business, not the car business.


• Tips on Buying a Used Car •




[image: image 1] Arrange your financing first.


[image: image 1] Check Consumer Reports’ listings of car models that have performed well. Don’t buy any car on the magazine’s list of used cars to avoid.


[image: image 1] Find out what you should pay by checking prices at www.edmunds.com or www.kbb.com, or ask a friend to look for you.


[image: image 1] Have a used car inspected by a diagnostic mechanic, to see if it has been wrecked or has any major defects.


[image: image 1] Pay $20 for a report on the car at www.carfax.com.


[image: image 1] Don’t buy from an old-style used-cars-only lot.





• Internet •


www.carfax.com


www.consumerreports.com


www.edmunds.com


www.kbb.com


*Car Repairs*


Cars have become a lot more reliable over the years, but they’ve also become far more complex. The proliferation of car models, the advancement of technology in cars, and a lack of people who are properly trained to repair those vehicles have made car repair much more difficult.


So often when I hear complaints about car repair, the problem isn’t a repair shop trying to rip you off—it’s a lack of competence on the part of the mechanic. We fear the crook, but the reality often is that the mechanic doesn’t know enough about your car to fix the problem.


One of the best safeguards you can use when you take your car in for service—and especially if you have to return a car for the same problem—is to control what is written on the work ticket. Don’t let the mechanic list only a cure on the ticket; have him write out a description of the symptoms. If the car is stalling out at 30 miles per hour, that’s what should be on the ticket. You don’t want the ticket to say, “Do a tune-up,” because if the problem isn’t corrected, they will still be able to say correctly that they did a tune-up.


How you prepare the service ticket is a key strategy if you want to assert your rights under your state’s Lemon Law (see also the Lemon Law section). To claim benefits under most of these laws, you have to produce service tickets that show you attempted to repair the vehicle. Make sure the shop writes a service ticket and make sure you keep a copy. If the service tickets you receive do not show clearly that the vehicle was brought in several times to repair the same problem, you may not be able to provide the proper documentation in order to force the manufacturer to buy back or exchange your vehicle.


If you’re going to have an estimate done on the car, make sure the work ticket says it has been authorized only for an estimate. If you’re authorizing specific work, write down the exact dollar limit you are authorizing and don’t permit any work to be done beyond that dollar limit.


If the estimate is large, don’t accept it as the final word. Even if your car is not drivable, it would be wise to have it towed to another repair shop for another estimate of what is wrong and how much it would cost to repair. If the repair is $2,000 or more, it would not be overkill to bring it to three places for repair estimates.


Obviously the best circumstance is when the vehicle is still drivable. You’ll feel like the worst kind of sitting duck when the car isn’t drivable and you think you’re married to the first repair shop to which it is towed. But a $50 tow charge is money well spent when the alternative might be hundreds or thousands of dollars in unneeded repairs.


One woman I talked with was told by a mechanic that her car needed $5,500 in engine and transmission work. The car wasn’t drivable, but she had it towed to another repair shop anyway. The second shop diagnosed the problem as a broken timing belt, plus some transmission damage that could be repaired. She paid $1,500, and her car ran great. So by paying for a tow and getting a second opinion, she saved $4,000.


Estimates may vary because two different mechanics can come up with two different explanations for what is wrong, or different ways to fix it. One summer, my air-conditioning went out when a $550 computer module failed. I could have paid for a new module, but my car was four years old at the time and had 60,000 miles on it and that sounded like an expensive answer. But the mechanic had a great idea. The module’s job was to turn off the air-conditioning compressor temporarily when the car was started. The mechanic suggested a simple rewiring of the air-conditioning to bypass the module. I just had to remember to turn off the air conditioner before I started the car. Getting a second opinion in that case saved me hundreds of dollars.


If your car is towed to a mechanic, don’t allow the tow-truck driver to choose the repair shop. Quite often, he or she will be paid to steer your vehicle to a particular shop. You have no way of knowing if that shop is legitimate, honest, or competent. Make your own decision about where to take the car.


Don’t rely on a nationally famous name when you go for a car repair. Too often at a franchise location, the parent company fails to accept responsibility for a problem. A common response is, “We’re not responsible, but we’ll see if we can talk to them about an accommodation.” That doesn’t mean the national company is behind you. Make sure you know who backs the warranty. If the warranty is good only at that location, then taking your car to a chain or franchise means nothing.


Over the years, I’ve received a lot of complaints from people who’ve had their cars repaired at Goodyear and Firestone service centers. The regional offices for these companies have become infamous for backing away from anything their independent dealers do. Go to these centers only if you’re confident in the work of the individual dealer, because the company isn’t likely to help you if there’s a problem.


No matter which repair shop you use, always ask for the return of parts being replaced. That’s one of the best ways you can prove later that a repair shop didn’t make a repair it was supposed to make. At the very least, it gives you peace of mind that the shop made the promised repair. There’s always the risk they can dig out some old parts. If you’re dealing with true crooks, these precautions don’t really matter. That’s why word of mouth is so important in car repair. If you know someone who has been thrilled with a certain service facility, consider taking your car there.


I’ve taken my cars to an independent shop that works on nothing but my brand of car. They’ve seen all these problems hundreds of times, so it’s easier for them to make the correct diagnosis. Even if a specialty shop charges more for a repair, it’s valuable to know the repairs are done right. My mechanic knew about a potential engine failure on my car that could be avoided by replacing a belt. He recommended this preventive maintenance to make sure there was no catastrophe.


That’s a real benefit of using an independent shop. A dealer knows your make and model of car, but may side with the manufacturer and not disclose those kinds of problems. However, using an independent mechanic is no fail-safe method. You still have to make sure you’re happy with the work the shop does.


Another problem with dealer repairs is that you often don’t get to speak with the mechanic who works on your car. You speak to a service writer, who writes a note describing the problem to the mechanic. If you need to go to the dealer because your car is under warranty, or if you like going to that particular dealer, insist upon speaking personally to the mechanic if a repair is unsatisfactory. If you can talk to him directly, you can often explain the problem more completely.


I once had a Chevy Prism that was stalling out at any speed and the dealership couldn’t repair it after two tries. On the third trip, I demanded to speak to the mechanic and explained what was wrong. He hadn’t been able to understand the scope of the problem from a few perfunctory notes on the service ticket. But after I explained it to him, he realized what was wrong and fixed it in fifteen minutes.


Beware of repair shops advertising specials that are too cheap to be believed, particularly brake and muffler shops. I’ve heard hundreds of complaints about brake shops that advertise $99 or $129 “brake specials” and muffler shops that say they’ll replace your corroded muffler for $69. People at these shops are experts at working you into paying for an expensive repair. The $99 brake job becomes a $680 job. They’ll either give you the bad news ahead of time and convince you to have the work done, or go ahead and do the work and tell you afterward. In most states, a mechanic can seize your car until you pay for the repair. That’s why it’s critical that the service ticket says “estimate only” or “I authorize repairs up to $99.” If you don’t protect yourself through the service ticket, the mechanic is free to do whatever he wants.


The third place to watch your wallet is the oil change shops. Apparently, they can’t make a good living changing your oil at $21.95 a shot. So they improve revenues through their add-on services. You’ll be sitting in the waiting room reading a magazine, and a mechanic will come out and show you a part of your car—the air filter or fuel filter perhaps—that most of us have never set eyes upon, and tell you that it needs to be replaced. And he says he can replace it today for just $19.95. Most people, not having any idea what to do, just say OK, go ahead and replace it.


Instead of falling for that, I’d like you to visit a mechanic at least once a year for your regular maintenance, and go to oil-change shops, if you like the convenience, just to have your oil changed. Tell them you’re not interested in any of their add-on services. When you take the car in for your 15,000-mile annual checkup, tell the mechanic that the oil-change place recommended a new air filter or wiper blades.


There’s a great place to find out how often your car needs a tune-up or an oil change—it’s called your owner’s manual. I know people feel pretty much the same way about the owner’s manual as they do about flossing their teeth. But both are things you should do, lest you risk the consequences. I keep cars so much longer than I used to, that periodic maintenance is even more important. If you neglect it, you’ll shorten the car’s life and wind up with an expensive new-car payment.


You’ll feel a lot better about doing the periodic maintenance your car needs, and about repairs you may need, if you find a reputable, qualified service center before your car is in trouble. Ask people who have the same brand of car as you where they go, and whether they’re happy.


Another thing you should do is look up your car at www.alldata.com. It lists service bulletins for all cars, and you can tell from these what problems your car may be prone to have. Then you can have your mechanic keep an eye out before a small problem becomes a big one.


I have a built-in skepticism about general repair centers that claim to be able to repair all components of all vehicles. You’re asking a lot from a mechanic if you throw any number of different vehicles at him or her and say, “Fix this.” I don’t think that’s possible. I prefer a mechanic who specializes in a particular type of vehicle.


Most car owners have only rare encounters with an auto body shop, so they have no idea what to expect when they need body work. First, get an estimate of the cost to repair the vehicle. Many insurers require two estimates, so they can be sure the estimate is accurate. Some use their own adjuster.


The insurance company check may be sent to you or the body shop you select. If you have a collision deductible, usually $250 or $500, you may have to pay that as well. Some body shops will agree to do the repairs for the amount paid by the insurer, so you won’t have to pay the deductible. Check with a few body shops and see what kind of deal you can cut. If you don’t mind generic or used parts, you can agree to let the body shop install them to reduce the cost. But if you agree to generic or used parts, you should require that the insurer guarantee the repairs for the life of the car. More on this in the Accidents section.


You can have repairs done by any body shop you choose, even if the other driver’s insurer is paying for them. Ask friends or your insurer for a referral, or try a new-car dealer’s body shop. Since the dealer is likely to be a stable business, you know its body shop won’t be a fly-by-night operation.


• Tips on Car Repairs •




[image: image 1] Make sure the work ticket lists the symptoms your car is experiencing, not a recommended repair. If you have to bring it in again for the same repair, make sure the ticket lists the same symptoms.


[image: image 1] Write “estimate only” on the work ticket, or “I authorize repairs up to” a specific dollar amount.


[image: image 1] If the estimate is large, take your car to another mechanic for a second opinion.


[image: image 1] If your car is towed to a mechanic, don’t allow the tow-truck driver to choose the repair shop. He or she may be paid to steer your vehicle to a particular shop.


[image: image 1] Don’t rely on a nationally famous name when you go for a car repair. Too often at a franchise location, the parent company fails to accept responsibility for a problem.


[image: image 1] Beware of specialty repair shops, particularly brake and muffler shops.


[image: image 1] Having your oil changed at an oil-change shop is fine, but don’t authorize any other work.


[image: image 1] Take your car to a reputable mechanic every year, or every 15,000 miles, for periodic maintenance.


[image: image 1] Check www.alldata.com to see if your car is prone to any particular problems.






*Gasoline*


Americans are buying a lot more premium-grade gasoline than they need to buy. Only about 5 percent of cars in the country require premium gas, but 20 percent of all gas sold is premium. That’s quite a statement of the power of advertising


Even though most cars don’t need premium gas, people have become convinced that they’re taking better care of their car by buying premium, instead of the much less expensive regular unleaded gas.


Not only does premium gas not help your car, you could cause long-term damage to the engine by buying a higher grade than you need. Dig out that owner’s manual and see what it says you need. If your car is knocking or pinging even though you’re putting in the gas your manufacturer recommends, your car probably needs some adjustments, rather than highergrade gas.


The cost of buying more expensive gas can add up. Premium costs 20 cents more a gallon. For a fifteen-gallon fill-up, that’s $3 more every time you fill up, as much as $300 a year.


The coolest thing that’s happened with gas is a big change in the way retailers are selling it. In a few years, probably 15 percent of all gas will be sold at discount stores and warehouse clubs. Wal-Mart is adding gas pumps to its stores at a breakneck pace, as is Kroger, the nation’s largest supermarket chain. Warehouse clubs such as Sam’s Club, Costco, and BJ’s have become gigantic sellers of gasoline, so much so that while a normal gas station may require gas deliveries a couple of times a month, some of the warehouse clubs need three deliveries a day. In Arizona, which had a head start in this trend, some stations need two people to direct traffic to the gas pumps at one Costco location.


You’ll save about 15 cents a gallon buying gas from a discounter versus a branded location and about 5 cents a gallon off the price of a low-priced independent station. You can buy with even more confidence from a seller that guarantees its gas than a brand-name seller that won’t. I’ve never heard a complaint from someone who had a problem buying gas from a discounter.


I once visited a “tanker farm” for a major gasoline brand, and I was astounded to see tanker trucks from many different companies filling up at the same place. A relative who worked there told me that all the companies give each other gas. I had always believed each gas had a special secret formula. The oil companies dispute this, but there’s never been any independent verification that there are any significant differences in different brands of gas.



*Ads*


Is your car a status symbol to you, meant to impress all who see it? Or would you like to make some cash that could help you drive for free?


Two companies—www.autowraps.com and www.freecar.com—remain from a group of about eight that would provide you with a free vehicle, or subsidize your vehicle by paying you from $150 to $400 a month to have your vehicle wrapped in an advertising banner. It’s the same stuff you see on city buses, a film that covers your vehicle. It’s removable, and won’t damage the car’s paint.


The company puts a global positioning system (GPS) device in your car and tracks your driving movements to make sure you’re driving the number of miles and routes the company expects you to. They want to make sure enough eyes will see your car.


Autowraps pays you to do this and I see it as found money. Freecar gives you a car to drive around, or will pay you a monthly fee. You need a good driving record, and you may have a “How’s my driving?” sticker on your car.


A lot of drivers are interested in this. When I talk about this on the radio, these companies get thousands of sign-ups. One of my staffers did it and loved it, but her advertiser, an apartment rental agency, discontinued the plan. She was getting $260 a month—a great supplement to her income. They inspected her car once a month to make sure she was keeping it clean and the wrap looked good.


One of the companies is offering even more money to drivers if they’ll give out product samples to people who ask about the ad. Pringles, the potato chip brand, has Pringles-wrapped cars to promote a new flavor, and their drivers give out little sample cans of Pringles to people who ask. I think it’s great.


*Recalls*


If your brakes don’t work or your ignition system fails, it’s possible the trouble is due to a design or manufacturing error. Other car owners may have had the same trouble, perhaps prompting the manufacturer to issue a general recall or send a service bulletin to dealers detailing the defect. Unfortunately, the public usually receives no such notification.


The dealer often won’t know if a service bulletin has been issued or won’t disclose it to you. That’s where a great Web site, www. alldata.com, really comes in handy. Alldata has a centralized database that includes service bulletins and recall notices for most cars. Service bulletins are how-to notices to dealers and independent repair shops, telling them how to repair certain problems.


If your car has a serious problem and is in the shop, check alldata.com to see if there’s a technical service bulletin or a recall notice about that problem. If there is, you might not have to pay for a repair. A good time to check Alldata is before your manufacturer’s warranty expires. If you see there’s a bulletin or a recall notice on your transmission, you’ll have a much better chance of getting it fixed, for less or no money.


I got a call from someone who paid $1,600 to have a transmission problem repaired, then heard me talk about alldata.com and found a description on the site of the exact transmission problem he had just paid to fix. He was angry, and was planning to go after the manufacturer for reimbursement. But it’s a lot easier to get the manufacturer to pay for the repair up front than trying to be reimbursed later.


Even if your car is out of warranty, Alldata can tip you off to common problems. You may be able to prevent a much larger repair by being aware of a small modification your car needs. Or it may help you keep alert for symptoms.


The Center for Auto Safety, www.auto safety.org, is another good resource. It can tell you what other drivers have said are consistent problems with specific models. Combining that information with what you learn from Alldata can help you document a pattern that you can bring to the manufacturer.


And there’s www.nhtsa.gov, the Web site of the National Highway Traffic Safety Administration, the third place to check for recalls on your car. Or, if you have a problem with your car, file a complaint at the NHTSA site at the same time you file with the Center for Auto Safety.


Even if a manufacturer does its job well, many consumers are going to be unhappy. After all, things do break and need to be repaired. The manufacturer’s representative talks to unhappy people all day long. To get satisfaction, you have to stand out from the pack and justify what you want. You don’t want to be viewed as just another complainer who doesn’t like having to spend money.


Many callers over the years have told me about a tendency for the paint to flake on several car models. If you know the paint has flaked in certain paint colors on specific vehicles, you’ll have a lot more leverage if the same thing happens to your car. You might be able to convince the dealer to repaint the car for free, or for less than $100, whereas if you don’t know about the paint defect, you may have to pay the full cost of a paint job, more than $1,000. Or you may be able to negotiate some sort of cost-splitting deal with the manufacturer. Knowledge here is so important. If you know a particular vehicle has had a problem, you’re going to win.


The only way vehicle defects become widely known is by consumers being willing to stand up and complain. You can do that by contacting the Center for Auto Safety or the National Highway Traffic Safety Administration.



• Tips on Recalls •


[image: image 1] A breakdown in your vehicle may be a defect in the model that affects other car owners.


[image: image 1] You may be able to negotiate a lower repair price or receive a reimbursement for repair work if the vehicle has been cited in a recall or in a service bulletin.


[image: image 1] www.alldata.com posts service bulletins and recall notices for your vehicle.


• Contacts •


Center for Auto Safety


www.autosafety.org




National Highway Traffic Safety Administration


800–424–9393


www.nhtsa.gov


• Internet •


www.alldata.com


* The Lemon Law *


A lemon is a new car that breaks down repeatedly for the same reason and cannot be repaired. Lemons are not nearly as common as they once were, but it’s still a major headache if you get one.


Every state now has a Lemon Law to protect consumers by allowing the car buyer to exchange the flawed vehicle for a new one or have the manufacturer buy it back.


Lemon Laws vary widely by state, but in most, if the defect involves the major safety systems of steering and braking, the dealer will have one chance to fix the vehicle. If the dealer cannot fix it, the manufacturer will have one chance to make the needed repairs. In other safety-related systems, the law will allow two repair attempts for the dealer and one for the manufacturer. With any other component of the vehicle, it will be three repair attempts for the dealer, one for the manufacturer.


In most states, the Lemon Law applies to problems that arise during the first year or 12,000 miles of ownership. If you have a new vehicle with a serious problem, your best bet is to document everything. Keep records of every phone call, every repair attempt. That’s why it’s so important that the repair work tickets are written correctly. If they don’t show a persistent defect, you may have a hard time invoking your rights under your state’s Lemon Law.


You must follow other specific procedures in order to make a Lemon Law claim. For example, you might have to notify the manufacturer by certified mail. You can obtain the specific procedure in your state by calling the administrator of the state’s Lemon Law. Ask for a copy of the rules governing the law.


Under Lemon Laws in most states, the manufacturer figures out how much to pay to buy back your car by assuming it has a useful life of 100,000 miles. It takes your purchase price, and divides it by 100,000 miles, to come up with how much money it will charge you for each mile you’ve driven the car. Let’s say you buy an $18,000 car and drive 20,000 miles on it by the time the manufacturer agrees to buy it back. The manufacturer will charge you 18 cents a mile for each mile, or $3,600, for the miles you’ve driven, and give you $14,400 for your car. That seems like a big hit financially, but it really isn’t, mainly because of how much value your car loses in the first year of ownership. The manufacturer’s deal is better than you’d get by trying to sell it. In some states, you may be able to negotiate the mileage charge with the car maker.


One of the things I hear is that people are sitting too long on their Lemon Law rights. I’ll get calls from people who are saying, “I’ve had it in there seven times.” And they only needed to allow two, three, or four repair attempts. If you’re having a problem with your vehicle, and you give the shop chance after chance to repair it, you’re costing yourself time and money. The second you feel you’re in a pattern of problems with your car, contact your state office and get your state Lemon Law kit at www.autopedia.com. Follow the exact procedures under your state law. Once your dealer has reached the number of repair attempts called for under your state law, invoke the law. Suddenly, they may get more serious about fixing the vehicle, which may be all you wanted in the first place. Or you can start the process of the Lemon Law buyback.


You’ll have to pay the manufacturer to exchange your lemon for a newer model of your car. To figure a fair amount, take the dealer cost for the new model and subtract the dealer cost for the model you have. Generally, the manufacturer will ask for the difference between the suggested retail price of each vehicle, which will be a larger sum.


If you follow the steps under the Lemon Law and keep good records, the manufacturer often will offer to buy back your vehicle before you go all the way through the arbitration process. The sooner you execute the buyback, the less of a mileage charge you’ll incur.


The best way to guard against getting a lemon in the first place is to buy a car that has a good repair record. That won’t always work, but it will certainly improve your odds.



• Tips on the Lemon Law •


[image: image 1] Every state now has a Lemon Law to protect consumers. It allows the car buyer to exchange the flawed vehicle for a new one or have the manufacturer buy it back.


[image: image 1] In most states, the Lemon Law applies to problems that arise during the first year or 12,000 miles of ownership.


[image: image 1] You can obtain the rules and procedures to make a claim under the Lemon Law in your state by calling the administrator of the state’s Lemon Law.


[image: image 1] Don’t wait. As soon as you see a pattern of problems, invoke your rights under your state’s Lemon Law.


[image: image 1] Once you’ve established that the manufacturer is going to buy back your car, the battle will be over the vehicle’s value. You want the per-mile charge to be as little as possible.


[image: image 1] The best way to guard against getting a lemon in the first place is to buy a car that has a good repair record.


• Internet •


www.autopedia.com


www.autosafety.org


www.carlemon.com


www.nhtsa.gov


*Arbitration*


If you are unable to resolve a dispute with a car manufacturer, you have an option other than a lawsuit. Most manufacturers agree to participate in arbitration to help resolve disputes over cars still under warranty. The arbitration programs may be independent of state-sponsored Lemon Law programs or a provision of the laws.


Call the Council of Better Business Bureaus’ Autoline for details on how to file for arbitration in your area.


Arbitration in most cases is binding on the manufacturer but not the consumer. You still have the right to sue if you are unhappy with the arbitration decision. But you don’t want to sue. You want to solve it either through negotiations with the manufacturer or through arbitration.


Interestingly, just filing for arbitration often is enough to get the manufacturer to make a settlement offer.


As a consumer, you have to weigh what you might gain in arbitration versus what you might lose by not settling. If you believe your case is well documented, you might want to take your chances with the arbitration panel. If you think it could go either way, the best approach might be to file for arbitration, then cut the best deal you can before your case is heard. That’s really no different from what lawyers do.


You will not appear before the arbitrators. They will decide the case based on written arguments submitted by both you and the manufacturer. So you want to give a short, clear, and detailed explanation of what has gone wrong with your vehicle, what efforts you and the manufacturer have made to repair the problem, why you believe the problem has not been solved, and what remedy you believe is fair. You want to appear to be eminently reasonable and have strong documentation. It’s a good idea to organize your presentation carefully and make it easy to read. Include a short summary and then an index, with tabs that guide the reader to each area of specific documentation, such as your work tickets. It’s very frustrating to get a car problem fixed, but writing a novel won’t get you anywhere with an arbitration panel.


• Tips on Arbitration •


[image: image 1] If you are unable to resolve a dispute with a car manufacturer, arbitration may be an option. Most manufacturers agree to participate in arbitration to help resolve disputes over cars still under warranty.


[image: image 1] Arbitration in most cases is binding on the manufacturer but not the consumer. You still have the right to sue if you are unhappy with the arbitration decision.


[image: image 1] Just filing for arbitration often is enough to get the manufacturer to make a settlement offer.


• Contacts •


Council of Better Business Bureaus


800–955–5100


www.bbb.org/ (online complaint form)


Ford Consumer Assistance Center


800–392–3673



* Accidents *


I hope you’re never in a car accident. But if you are, even if it seems to be the most minor fender bender, don’t just drive away. Having the patience to take a few simple steps can save you some big headaches later.


First, wait for a police officer to write a report. It will be vital to you in case any claims are filed. Second, exchange information with the other driver about yourself and your insurance companies. You’ll have about a two-thirds chance that the other person actually will be insured. If the person is not, you’ll file the claim with your insurer.


Third, as soon as possible after the accident, report it to your insurance company, even if you don’t plan to make a claim. I realize this sounds like strange advice, particularly if the amount of damage is too small to make a claim. People rarely want to tell their insurance company about minor accidents, but you have to guard against the possibility of a lawsuit, even if the accident was only a fender bender. Many times drivers will consider an auto accident a chance to get rich. They’ll see a TV commercial for a lawyer who claims they can get a lot of money for accident victims. A lawsuit may seem absurd, but that doesn’t make it less serious. Normally, your insurer will defend you in a lawsuit. But if you failed to notify them, the company might not have to defend you or pay a claim if you lose.


On the other hand, if you have soreness or any injury following an accident, unless you’re sure it’s very minor and temporary, do not negotiate with an insurance company on your own. I sometimes make fun of personal injury lawyers, but if you have been injured, it’s very risky, financially and legally, to try to negotiate without a lawyer.


Most often, accidents cause some damage to a vehicle but no injuries. When that happens, getting your car fixed and being reimbursed properly is a real trick. In most cases, insurers will maintain that their insured driver was not at fault and try to force you to make a claim against your own insurance company. The best way to avoid being wrongly blamed for an accident is to get the names and telephone numbers of as many witnesses as you can at the time of the accident. That’s going to be very difficult in a highway accident. But most accidents occur on surface streets, and in many cases witnesses will be blocked temporarily by the accident and unable to scatter. While the accident is fresh in your mind and you’re waiting for the police, draw a sketch of the accident scene. If you think it was the other guy’s fault, it’s essential to have a police report. If the officer gives the other driver a ticket, it’s a very strong piece of evidence in proving fault.


Establishing fault is even more important if you have an older vehicle and no longer find it worthwhile to carry collision coverage. If you’re ruled at fault, you will have to pay for the repairs to your vehicle. Sadly, some insurers try to take advantage of drivers who don’t have collision protection. Be prepared to document every single phone call you have with that insurance company. Write down the date and time, who you talked with, and what was said. Be prepared to sue the company in small claims court, if necessary.


If you have no collision coverage and the other driver has no insurance at all, your only recourse is to sue the driver. But the odds are, if the person doesn’t have any insurance, he or she probably doesn’t have anything worth getting. When you choose not to carry collision coverage, you agree to live with the risk.


Contact both your insurance company and the other driver’s insurance company after an accident. Even in situations where there isn’t a shadow of a doubt about who was at fault, some unethical insurance companies will attempt to avoid you or avoid responsibility for the accident. Be persistent and use your state insurance department as a resource when another insurer fails to act in good faith. The state insurance department may not want to get involved in questions of fact, but they can help push an insurer to discuss the accident and try to reach some accommodation. If there’s a dispute about who is at fault, file the claim with your own company. The two companies will duke it out later over the amount each will pay.


I heard about one case in which a car was damaged in a collision and the other insurance company initially accepted responsibility for the claim. The car was fixed, but poorly, and the insurance company tried to duck out of its responsibility to pay for additional repairs. The victim was worried that she would have to pay for thousands of dollars in new repairs herself. But there was no reason at all to do that. Instead, she made a claim against her own insurance company and paid her deductible. Then her company went after the other company for the bill.


You pay premiums to your insurance company so you will have protection when you have a problem. When you buy insurance, see if your state insurance department can tell you which insurers do the best job of handling claims. You should expect your insurance company to provide speedy service and fair treatment, to make sure the body shop does the job correctly, to track down the other insurer if the company is eluding you, and to defend you if you are sued. You are their customer. I’m always disappointed when I hear callers say their insurer is treating them like the enemy, rather than as a valued customer.


Consumer Reports has evaluated insurers three times in a ten-year period, and in each of the studies, they rated the same insurers as the best in providing service: Amica Mutual Insurance, USAA, and Cincinnati Insurance.


If your vehicle is going to require some repair, insist upon being supplied with a rental car or reimbursement for a rental car. If it will take ten days to repair the vehicle, make sure the rental car is authorized for at least ten days. And insist on a rental that is equivalent to your regular vehicle. If you drive a minivan or a sportutility vehicle, don’t accept a subcompact car as a rental replacement.


Don’t agree to release the body shop or the insurer of final responsibility until you’re comfortable that the repairs are complete and that the vehicle operates properly. It’s typical with major body work that the first repair isn’t the final one and that more work will be required to finish the job.


Many insurers now have preferred-provider body shops, just as health insurers now have a network of doctors in their managed-care networks. In return for the volume they provide to a body shop, the insurer gets a lower price on repairs. But you have to make sure the lower price the insurer gets isn’t to your detriment. The shop may use inferior or used parts. Before you agree to take your car to the insurer’s preferred facility, insist that the insurer provide you with a lifetime guarantee on the repairs. USAA provides such a guarantee if you go to a preferred facility. That’s a win-win for me, because I don’t have to worry that they’re going to use an inferior shop or parts, and stick me with a car that doesn’t work. In fact, I had a bumper replaced for free when the parking lights integrated into an aftermarket bumper didn’t work right.


Another thing you can do to make sure the work was done correctly is hire an independent company to evaluate the repair and recommend changes that may be needed. The cost of using such services varies dramatically ($80 to $250). Even though you pay it out of your own pocket, it’s cheap compared to the cost of having your car repaired again later on.


Insurers and drivers sometimes disagree about whether a car is a total loss. One caller insisted her car was not damaged badly enough to be totaled. She had it towed to another body shop, who gave her a reasonable estimate to fix the car. She ended up saving the insurance company money and got her car back.


More often, the dispute is over how much the insurer is required to pay for a vehicle that has been totaled. No matter which insurance company you’re dealing with, this is an area of great frustration. Insurers tend to offer approximately 70 percent of the amount it would cost to buy your vehicle on the used-car market. But the initial offer is negotiable. To improve your odds of getting the best price, check www.edmunds.com, or look at a used-car price guide to see what your car was worth.


If you don’t know any better, you’ll take too little money for your car. Once the company realizes you’ve done your research, the negotiating usually gets to be more fair and honest. If the insurance company won’t budge, accuse them of failing to act in good faith and request a face-to-face meeting with the adjuster and the adjuster’s supervisor. Your state insurance department won’t get involved in determining fair market value of your car, but it will push the insurer to meet with you.


With many insurance contracts, you also have the option of hiring a third-party appraiser or public adjuster to be your advocate. That’s usually someone who has worked for an insurance company adjusting claims, and they know how to talk the insurance company’s language. Look for them in the yellow pages under Insurance Adjusters or Public Adjusters. If you’re arguing about enough money, it’s worth the several hundred dollars to hire somebody.


If the insurer still won’t budge, talk to them about “substitution of vehicle,” under which your car loan or lease remains in force and the insurer finds you a similar vehicle as a replacement. If they think the car is worth so little, let them find you a replacement vehicle for that price.


Substitution of vehicle is critical for people who have a long-term lease or loan. It may be the only way to keep a lease in force without being subjected to extremely large termination penalties. With a loan, it may prevent you from being left with a sizable loan balance and no car, because you owed more than the vehicle was worth. It’s very common for drivers with five-year loans to be “upside-down” in a loan, because with relatively small monthly payments, the car’s value drops much faster than the loan balance.


• Tips on Accidents •


[image: image 1] Don’t just drive away from an accident, even a minor fender bender. Wait for a police officer to write a report.


[image: image 1] Exchange information with the other driver. Get the names and telephone numbers of as many witnesses as you can.


[image: image 1] As soon as possible after the accident, report it to your insurance company, even if you don’t plan to make a claim. If you believe the other driver was at fault, contact his or her insurance company also.


[image: image 1] If there’s a dispute about who’s at fault, file the claim with your own company. The two companies will fight it out later over the amount each will pay.


[image: image 1] If your vehicle is going to require some repair, ask for a rental car or reimbursement for a rental car. Insist upon a vehicle that is similar to your vehicle.


[image: image 1] Don’t agree to release the body shop or the insurer from final responsibility until you’re comfortable that the repairs are complete and that the vehicle operates properly.


[image: image 1] If you agree to take your car to an insurer’s preferred body shop, insist that the insurer provide a lifetime guarantee on the repairs.


[image: image 1] To ensure collision work was done correctly, consider hiring an independent company to evaluate the repair.


[image: image 1] If your vehicle is totaled, don’t accept your insurance company’s first settlement offer. Check www.edmunds.com, or look at a used-car price guide to see what your car was worth.


[image: image 1] If you have a five-year lease or loan and owe more than the car is worth, ask for “substitution of vehicle,” in which the loan or lease remains in force and the insurer finds you a similar vehicle as a replacement.
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