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Disclaimer
This presentation is not meant to provide you with legal 

advice. Please consult your attorney for legal advice. 



F&I Compliance 
Training Series: 
From Deal 
Negotiation to 
Post-Contract

Part I: Compliance When Negotiating (Today)

Part II: Deal Documentation Compliance (February 2021)

Part III: Warranty, CPO and Vehicle History (March 2021)

Part IV: Post-Contract (April 2021)



Today’s Agenda
1. Overview

2. Advertising Issues

3. Foreign Language Negotiations

4. Oral Negotiations

5. Credit Applications

6. F&I Products

7. Privacy and Other Concerns



OVERVIEW



Overview
F&I Compliance: Daunting Task

Multitude of applicable federal and state laws 

CALIFORNIA

Consumers Legal Remedies Act

Unfair Competition Law

Automobile Sales Finance Act

Vehicle Leasing Act

Vehicle Code & Regulations



Overview
F&I Compliance: Daunting Task

(Continued)

FEDERAL

Reg. Z

Reg. M

Fair Credit Reporting Act

Equal Credit Opportunities Act

Fair Credit and Accurate Credit Transactions Act

Gramm Leach Bliley Act

Red Flags Rule

Safeguards Rule

OFAC Statutes

Federal Trade Commission Act

Truth in Lending Act

Consumer Leasing Act



Overview
(Continued)

Resulting Process
• 553 Contract

• Over 2 Feet Long
• F&I Manual

• 200+ Pages
• Numerous Forms
• Time-Consuming Process
• Mistakes Easy to Make



Overview
(Continued)

Resources Available

◦ NADA Compliance Guides

◦ Legal Counsel

◦ CNCDA Legal Hotline

◦ CNCDA F&I Compliance Manual which is 
available on our website (www.cncda.org) 
under the “CNCDA Comply” tab.

◦ Reynolds & Reynolds Forms



Compliance Goals
◦ Avoid lawsuits
◦ Rescission / attorney fees

◦ Avoid enforcement actions
◦ Penalties / fines
◦ License revocation

◦ Avoid dealership being forced to hold deals
◦ Bad business



How to Attain 
Goals

◦ CONSISTENT THEMES

◦ Treat Customers Honestly
◦ Treat Customers Fairly
◦ Give Required Disclosures
◦ Give Customers Copies of Documents



How to Attain Goals
(Continued)

◦ CONSISTENT PROCESS
◦ Have Good Communication Among 

Dealership Personnel
◦ Use Good Forms and Know Their 

Content
◦ Periodically Review Forms / Consult 

Legal Counsel
◦ Review Customer Complaints 

Immediately and Thoroughly
◦ Be Resourceful to Resolve



ADVERTISING 
ISSUES



Advertising Law 
Violations

◦ Most Common is Failure to Sell at 
Advertised Price or Terms 

◦ Statutory Duty - Vehicle Code §
11713.1(e)

◦ Duty Applies Even if Buyer Doesn’t Know 
Price

◦ Dealership Required to Display List of 
Advertised Vehicles

◦ DMV Will Enforce



Supplemental Sticker 
Issues

◦ Specific Statutory Restrictions - Vehicle Code §
11713.1(q)/DMV Guidelines

◦ Confirm Form Used Complies (Not part of 
Monroney Sticker)

◦ “Added Mark-Up” Designation
◦ Dealer Added Accessories – Installed and 

Operative
◦ Price on Sticker is Advertised Price

◦ Only Exclude Governmental Fees and 
Taxes, Any Finance Charges, Any Dealer 
Document Processing Charge, Any 
Electronic Filing Charge And Any Emission 
Testing Charge



FOREIGN LANGUAGE 
NEGOTIATIONS



Spanish & Asian Language 
Transactions

◦ Statutory Requirement to Provide Translated Contract When 
Negotiations Primarily in Spanish, Chinese, Tagalog, 
Vietnamese or Korean – Civil Code §1632

◦ Provide Translated Copy of RISC or lease filled in (Not Signed) 
◦ To All Contract Parties

◦ Must also give to co-buyers (2021 requirement) 
◦ Not Applicable if Customer Has Own Adult Interpreter (Not 

Dealer Employee) 
◦ Applicable to Other Documents, Optional Products Disclosure 

Form, GAP, Used Vehicle Contract Cancellation Option, Buyers 
Guide (Spanish), 10-Day rescission notice, any other 
notices/documents that enforce or change rights or 
obligations



Spanish & Asian Language 
Transactions
(Continued)
◦ Use an Acknowledgment Form to best protect the 

dealership
◦ CNCDA and Reynolds & Reynolds are developing an 

updated Translated Contract Acknowledgment form to 
include co-signer signature line.
◦ New form should be available in the next few weeks. 



ORAL 
NEGOTIATIONS



Key Legal Concept: 
Negotiations

◦ Oral Statements can lead to lawsuits
◦ Lawsuits Against Dealers typically allege some form of 

misrepresentation
◦ Avoid Potentially Misleading Statements



Statements to 
Avoid

◦ Inaccurate Description of Purchase vs. 
Lease Options

◦ Demonstrators – described as New
◦ No Prior Damage Representations 

◦ Third Party Vehicle History Reports 
can be Inaccurate/Slow to Update

◦ Inaccurate Description of Factory 
Programs 
◦ Qualifications/Deadlines



Statements to Avoid
(Continued)

◦ Financing Representations 
◦ APR - Best Rate
◦ Financing Contingent on Buying F&I 

Products
◦ Refinancing Prospects

◦ Trade-In / Lease Return Treatment
◦ Negative Equity
◦ Over Allowance

◦ Service Contract/Warranty Descriptions
◦ Bumper to Bumper Coverage



CREDIT 
APPLICATIONS



Credit Applications
◦ Key Concerns:
◦ Covered by Many State and Federal Laws
◦ No Discrimination Against – Applicants – Protected Basis 

(Race, Color, Religion, etc.)
◦ Best Practice: Customer Complete in Their Own 

Handwriting (Especially Income Information) – No Blanks
◦ Electronic Version - Follow Process/Confirm Income 

Information



Credit Applications
(Continued)

◦ Make Sure Customer Signs/Gets Copy
◦ Authorization for Credit Report

◦ Phone applications problematic
◦ Record Retention

◦ No Sale = Minimum of 25 Months
◦ Sale = Minimum of 7 Years



Credit Reports
◦ Need Permissible Purpose

◦ Written Authorization 
by Customer best

◦ Payment by Check
◦ Debt Collection
◦ Other Purposes Risky 

to Rely on
◦ NOT PERMITTED

◦ For Test Drive
◦ Before 

Negotiations
◦ For General 

Interest



Credit Score 
Exception Notice 
Form

◦ Handles Both Federal and State Law 
Requirements – Vendors Provide

◦ Required for Purchases and Leases
◦ Required For Every Credit Score 

Obtained
◦ Required for Both Husband and Wife



Adverse Action 
Notice
◦ STATE AND FEDERAL LAW REQUIRE
◦ Adverse action notices to be given when:
◦ Denial of credit following customer’s 

application
◦ Refusal to grant credit on terms requested by 

customer
◦ (See NADA chart & guide; Chapter 7 of 

CNCDA F&I Manual)



Adverse Action Notice
(Continued)

◦ When 10-Day cancellation of contract – prudent to give 
notice

◦ Long term – Gives specific reason for credit denial
◦ Short form notice – provides for consumer to ask reasons



F&I PRODUCTS



Menus/
Worksheets

◦ Includes Four-Squares and Even Handwritten Notes
◦ Content/Impact Should Not Be Misrepresented

◦ Incomplete or Misleading Product Descriptions
◦ Realistic APR Examples
◦ Binding Commitment Issues

◦ Customer Signature
◦ Purchase Order Status
◦ Copy to Customer
◦ Document Retention Requirements

◦ Required Disclosures Not Included
◦ Potential Single Document Rule Violation



Anti Packing 
Rules

◦ Statutory Prohibition Against Packing – Vehicle 
Code § 11713.19

◦ General Rule – Prohibits Disguising Charges for 
Goods and Services

◦ Inflated Payments
◦ Extending Contract Term

◦ Consent Rule - Prohibits Adding Charges for 
Goods/Services

◦ Unless Disclosure of Goods/Services to be 
Added and Customer Consent Obtained

◦ Best Practice – Disclose Basic Terms for Vehicle 
Purchase Before Any Goods/Services Added



Written Disclosure 
Requirement for F&I 
Products
◦ Statutory Disclosure Requirement – Civil Code §2982.2

◦ Applies to Purchases/Not Leases
◦ Six F&I Products

◦ Service Contracts
◦ Debt Cancellation Agreements
◦ Insurance
◦ Theft Deterrent Devices
◦ Surface Protection Products
◦ Contract Cancellation Option Agreement



Optional Products 
& Services 
Disclosure Form
◦ Make Sure Numbers Match Those 

Shown in RISC
◦ Confirms Disclosure of Other 

Goods/Services Provided and Customer 
Consent
◦ Example - Dealer Document 

Processing Charge



SERVICE 
CONTRACTS

◦ Statutory Definition – Insurance Code §12800
◦ A contract for a separately stated charge and a specific 

duration of time that covers the repair, replacement or 
maintenance of a vehicle

◦ Specific Disclosure/Inspection Requirements:
◦ Contract must be available for inspection prior to 

purchase
◦ Contract or brochure describing the terms, conditions, 

and exclusions must be provided at or prior to 
purchase

◦ Contract must be delivered to buyer within 60 days of 
purchase date

◦ Avoid describing service contract as “warranty”
◦ Full Refund available if cancelled within 60 days for new 

vehicles, 30 for used



Optional Debt 
Cancellation 
Agreements

◦ Should Not Be Referred to as GAP Insurance
◦ Important: To avoid violating Reg Z and ASFA, the 

following should occur: 
◦ Customer understands the product is optional
◦ The optional nature of the product is disclosed in 

writing
◦ Customer signs a request for the product

◦ If complete properly, the LAW-553 contract satisfies the 
required written disclosures



Contract Cancellation 
Option Agreement
◦ Must Offer Used Vehicle Buyer Right to Purchase Contract 

Cancellation Option Agreement
◦ Statutory Requirements - Vehicle Code § 11713.21 

◦ Applies to Used Vehicles – purchase price under 
$40,000

◦ Cap on Amount Charged
◦ 2 Day Deadline / Up to 250 miles
◦ Cap on Restocking Fee

◦ Should complete form and document Customer decision 
to Decline



PRIVACY AND 
OTHER CONCERNS



Privacy Policy / Red 
Flags Rule / 
Safeguard Rule

◦ MAKE SURE PRIVACY NOTICES ARE ACCURATE AND 
CONSISTENT – CNCDA CCPA Compliance 
Handbook/New Law – Proposition 24

◦ RED FLAGS RULE
◦ Make sure ID theft prevention policy in place 
◦ Make sure policy followed

◦ SAFEGUARD RULE
◦ Make sure information protection policy in 

◦ place to protect customer information
◦ Make sure policy is followed



Other Screening/Reporting 
Requirements

◦ OFAC – Federal Requirement 
◦ Restricts Business with Terrorists 
◦ Credit Reporting Agencies/Vendors Provide Screening 

Service
◦ 8300 Cash Reports – Federal Requirement 

◦ More Than $10,000 Cash Payments 
◦ IRS Form 8300 Reference Guide



QUESTIONS?

Anthony Bento

Director of Legal and Regulatory Affairs

California New Car Dealers Association

www.cncda.org

916-441-2599

abento@cncda.org

Brent W. Smith

Partner

Manning, Leaver, Bruder & Berberich, LLP 

www.manningleaver.com

323-937-4730

BSmith@manningleaver.com

Gary H. Prudian

Partner

Manning, Leaver, Bruder & Berberich, LLP 

www.manningleaver.com

323-937-4730

GPrudian@manningleaver.com
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