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Disclaimer

This presentation 1s not meant to provide you with legal

advice. Please consult your attorney for legal advice.
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F&I Compliance
Training Series:
From Deal
Negotiation to
Post-Contract

Part I: Compliance When Negotiating (Today)

Part |l: Deal Documentation Compliance (February 2021)
Part lll: Warranty, CPO and Vehicle History (March 2021)
Part IV: Post-Contract (April 2021)




Today’s Agenda

Overview

Advertising Issues

Foreign Language Negotiations
Oral Negotiations

Credit Applications

F&I Products
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Privacy and Other Concerns

ATTORNEYS AT LAW







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
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Overview
F&I Compliance: Daunting Task

(Continued)
FEDERAL

Reg. Z Red Flags Rule

Reg. M Safeguards Rule
Fair Credit Reporting Act OFAC Statutes

Equal Credit Opportunities Act Federal Trade Commission Act
Fair Credit and Accurate Credit Transactions Act Truth in Lending Act

Gramm Leach Bliley Act Consumer Leasing Act
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Overview

(Continued)

Resulting Process

553 Contract

e Over 2 Feet Long
F&| Manual

e 200+ Pages
Numerous Forms
Time-Consuming Process
Mistakes Easy to Make
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Welcome to the CNCDA Comply Dashboard

The CNCDA Comply Dashboard contains helpful links to filter the compliance resources on our website. If you wan

to view all resources, click “All Publications.”

All Capitol
Publications Updates

VIEW & VIEW &

Overview

(Continued)

Resources Available

Legislative Monthly COVID-19
Summaries Bulletins Updates

o

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

o

(e]

o

o
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Compliance Goals

o Avoid lawsuits
o Rescission / attorney fees
o Avoid enforcement actions
o Penalties / fines
o License revocation
o Avoid dealership being forced to hold deals
o Bad business
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How to Attain
(Goals

o CONSISTENT THEMES

o Treat Customers Honestly

o Treat Customers Fairly

o Give Required Disclosures

o Give Customers Copies of Documents

CNCDA




How to Attain Goals
(Continued)

o 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
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Advertising Law
Violations

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

o Statutory Duty - Vehicle Code §
11713.1(e)

o Duty Applies Even if Buyer Doesn’t Know
Price

o Dealership Required to Display List of
Advertised Vehicles

o DMV Will Enforce
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Supplemental Sticker

Issues

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

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

o “Added Mark-Up” Designation

o Dealer Added Accessories - Installed and
Operative

o Price on Sticker is Advertised Price

o Only Exclude Governmental Fees and
Taxes, Any Finance Charges, Any Dealer
Document Processing Charge, Any

Electronic Filing Charge And Any Emission
Testing Charge

ATTORNEYS AT LAW







Spanish & Asian Language
Transactions

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

o Provide Translated Copy of RISC or lease filled in (Not Signed)
o To All Contract Parties
o Must also give to co-buyers (2021 requirement)

o Not Applicable if Customer Has Own Adult Interpreter (Not
Dealer Employee)

o Applicable to Other Documents, Optional Products Disclosure

L Form, GAP, Used Vehicle Contract Cancellation Option, Buyers
N o Guide (Spanish), 10-Day rescission notice, any other
/ notices/documents that enforce or change rights or
obligations
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Translated Contract Acknowledgment
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Foreign Language Transaction

The sale or lease of the Vehicle was negotiated primarily in one of the foreign hnguages below. You
achnowledge receiving a completely Olled-in, transhted version of the retail installment sale contract
{"contract”jor kease agreement (“agreement” ) before signing the Englis h-language version of the contract
or agree ment.

SPANISH/ESPANOL

La vents oarmendamenia del Yehiculo e nagaad principalmente en epafiol. Ustad scepts recihar ima versdan
cmmpletsds en espafiol del conirato de venia & plaros mmonda "conrain™) o conlrslo de smendsmeanin
{"scuerdo”™) anles de Frmor b versiin en mgks del conirain o scuendn.
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CHINESE/® 1

CHMERERER LD e, EEERNES IRRU T REREREAE ©
hREERT B RENEE (- SE ) wEEDE (- B ).

)

[FeE— ]

KOREANE=0

(=)

[—r—

A ¢ e Ul 48 A%HE obdl 94 € 712 del2 A FsiE T Ast s 4y
d el oAb (AN e Ao A AT o HoEE e el YRS
€ A Eie oFAel Mg & QA HY

VIETN AMESE/TIENG VIET

Vibc hin halc chothug Xe duge ddom phin chil yéu hing téng Vit Quy vi she nhin 43 nkdn dupe mid phisn
him (38ng Viet ddy 3 cim hop ddng mua hin ird gip (hop dng) hode thia thudn cho thus {thda thudn) tnsre
khi ky hop ddng hafic théa thugn bdng tisng Anh.
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Ang pagbebenia o pag-um sa Smakyan 2y meEogunshing mnzgkesundusn sa Tegaloeg Kmikilala mo =g
PEElangysn ng isng gamap na mepunan, nzisling bersyon ng kenrets ng hulugsng tingd na paghehenta
{kontrai2™) o kasunduem = peg-ope ("lesndoen”) bago imeeda s wikang Ingles n2 bersyon ng ontraiz o
lzsamduzn.
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English Language Transaction

The sale or lease of the Vehicle was negotiated primarily in English,

La venia o smendermenio del Vehicuk s2 negocid prncips menie en mglés.
Wi mEE N B AR .
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Ang paghehenia o pag-ups @ Ssakyan sy pangunshing pmagkssumduan = Ingles
Vidc hén hodc chothud Xe dirge ddm phén chil yéu bng tGéng Anh.

)

Spanish & Asian Language

Transactions

(Continued)

o Use an Acknowledgment Form to best protect the
dealership

o CNCDA and Reynolds & Reynolds are developing an
updated Translated Contract Acknowledgment form to
include co-signer signature line.

o New form should be available in the next few weeks.
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o QOral Statements can lead to lawsuits

Key Legal Concept: et At et come form o
NegotiatiOnS misrepresentation

o Avoid Potentially Misleading Statements

CNCDA




Statements to

Avoid

(¢]

(¢]

(¢]

(¢]

Inaccurate Description of Purchase vs.
Lease Options

Demonstrators - described as New
No Prior Damage Representations

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

Inaccurate Description of Factory
Programs

o Qualifications/Deadlines
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Statements to Avoid
(Continued)

o Financing Representations
o APR - Best Rate

o Financing Contingent on Buying F&l
Products

o Refinancing Prospects
o Trade-In / Lease Return Treatment
o Negative Equity

o Qver Allowance

o Service Contract/Warranty Descriptions

o Bumper to Bumper Coverage
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CREDIT
APPLICATIONS




Credit Applications

o Key Concerns:
o Covered by Many State and Federal Laws

o No Discrimination Against - Applicants - Protected Basis
(Race, Color, Religion, etc.)

o Best Practice: Customer Complete in Their Own
Handwriting (Especially Income Information) - No Blanks

o Electronic Version - Follow Process/Confirm Income
Information

CNCDA




Credit Applications

(Continued)

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

o Phone applications problematic

o Record Retention
o No Sale = Minimum of 25 Months
o Sale = Minimum of 7 Years

ML
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Credit Reports

o Need Permissible Purpose

o Written Authorization
by Customer best

(¢]

Payment by Check
Debt Collection

Other Purposes Risky
to Rely on

NOT PERMITTED
o For Test Drive

(¢]

(e]

(¢]

o Before
Negotiations

o For General
Interest




Excellent

Credit Score

Exception Notice

Form

o Handles Both Federal and State Law
Requirements - Vendors Provide

o Required for Purchases and Leases

o Required For Every Credit Score
Obtained

o Required for Both Husband and Wife

’mﬂf\% NBAE MANNING LEAVER




Adverse Action
Notice

o STATE AND FEDERAL LAW REQUIRE
o Adverse action notices to be given when:

o Denial of credit following customer’s
application

o Refusal to grant credit on terms requested by
customer

o (See NADA chart & guide; Chapter 7 of
CNCDA F&I Manual)

rse Action Notice

% MANNING LEAVER
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Law | AWCA-SCD 11/17

| Jor
ADVERSE ACTION NOTICE
Right to Request Specific Reasons for Credit Denial

s Name

Appicarts Address [Sres]] Tty Siie )
Crediior Name ("wa"ugs”) Tesephone Number
|Credior Andress (Sireet) Ty, EE) TP

Theank you for your credit application to finance the purchase or lease of a motor vehicle. After carefully reviewing your application,
we are sorry to advise you that we cannot offer you credit to finance or lease a vehicle at this time.

Our decision to take adverse action was basad in whole or in part upon information contained in a consumer cradit report. i you
would like a statement of specific reasons why your application was denied, please contact us (in wrifing or by telephone) within
80 days of the date of this notice. Please make your request to:

O Finance Director O Other
=
— =
T > T =
R —————

‘We will provide you with & ment of reasons within 30 days of raoaw{Ng your request. [f we provide thess reasons to you orally.
ycl.. have the right to make a written request to confirm them in writing. will provide the written statement of reasons within 30|

5 of receivin: ur written request for confirmation.
DEALER OBTAINED A CREDIT REFORT: [ ]YES [ jNu f————————

(] 11mis box is checked, we cbtained infrmation Fom one of Mone consumer fenoring agencies asga of our considemBion of your appiication. The
et o bawes checkad below show the namefs), addsmss{es), and lob-rea leephone number|g)4] e cansumer sporing agencyfies) thal provided
us with one or mare credit repons. The reporiing agency(es) played no pan b cur decision. andisiam unabie 1o supply speclc reasons why we
have denied cedt to you. You have a right under the Far Cmdi Reporing Act and Callgmia Consumer Credit Reporting Act b know he
niomation contained in your credit fe(s) a1l Me consumer BpoTing agencyfes). You have Seidht 1 atree copy of your repors) iom Me eparing
agencypes) and any and 2l oer consumer cadi reporting agency which compies Ind niainans fles on consumes on a nalbmwide basis, you
Afen no Bler Ban 60 days afer you moeke Mis noSice. n addiion, i yod S 575 any inkrmagion contained in he repanis) you mesived
neamgiete, you have e right 1o dispule he masisr with ha mpagihg Agencyfies). You can ind out aboul e informsason contained
il one of mom wae® used) by contacting:

O Experian [ €1 Fansnion O s
F.O. Box 740241 F.O. Box 2104 |) “PO. Box 2000 ——
Atlanta, GA 30374 Allen, TX 75013 {v Chester, PA 19022 1
(800} 685-1111 (888) 397-3742 (800) Ba8-4213 =
www.equifax.com WWW.EKDETIEN. Com WWww. fransunion.com

11 this box is checked, we also obtained yofr ciadit score from the consumer reporting agency checked below:
DO Equifax [JExperian DTransUnion/[ ="  and used it in making our credit decision. Your cradil
score is & number that reflacts the irformhation in your consumer report. Your credit score can change, depending on how|
the information in your consumer fegrt changes.

[Your credit score:

Date:

Scores range from a low of to a high of
Ky factors that adversely affected your credit score:

Number of recent inquiries on consumer report.
If you have any questions about your credit score, you should contact the consumer reporting agency checked below:

] Equifax CJExperian OTransUnion 0t the address or telephone number provided above.

DEALER OBETAINED INFORMATION FROM THIRD PARTY ABOUT CREDITWORTHINESS: [ ]YES [ 1NO

1 1f this box is checked, our credit decision was based in whole or in part on informafion obtained from an affiliate or from an
outside source other than a consumer reporting agency. Under the Fair Credit Reporting Act and California Consumer Credit
Reporting Act, you have the right to make a writien request, no later than 60 days after you leam of the adverse action, for
disdosure of the nature and substance of this information.

: DEALER SUBMITTED YOUR APPLICATION TO FINANCE SOURCE(S: [ IYES [ I1MO I—

IO I this box is checked, we referred your application to one or more banks or finance companies for consideration. We generally
make sales on credit or offer lease programs when we can find & bank or finance company that is willing to purchase the contract)
from us on terme that are financially acceptabls fo us. Unfortunately, we were unable to do that for your fransaction.

C11f this box is checked, we made the decision on your application Without referring it to a bank or finance company.

If you have any questions regarding this notice, please contact our Finance Director or other person designated in Section 1 above.

MNOTICE: The federal Equal Credit Opportunity Act prohibits creditors from discriminating agaeinst credit applicants on the basis of race,
color, religion, national origin, sex, marital status, age (provided the applicant has the capacity to enter into a binding contract); because
all ar part of the applicant’s income derives from any public assistance program; or because the applran\ has in good faith ‘xerclseu
any right under the Consumer Credit Protection Act. The federal agency that a with this law

craditor is the Federal Trade Commission at Federal Trade Commission, Equal Cradit Opportunity, Washington, D_C. 20580,

Date Creditor Representatiee’s Signature

JLAW SO L SE e e

Adverse Action Notice
(Continued)

o When 10-Day cancellation of contract — prudent to give

notice
o Long term - Gives specific reason for credit denial

o Short form notice - provides for consumer to ask reasons

’l '.nn
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Menus/

Worksheets

o Includes Four-Squares and Even Handwritten Notes
o Content/Impact Should Not Be Misrepresented
o Incomplete or Misleading Product Descriptions

(0]

Realistic APR Examples

(0]

Binding Commitment Issues
o Customer Signature
o Purchase Order Status
o Copy to Customer
o Document Retention Requirements

(0]

Required Disclosures Not Included

(0]

Potential Single Document Rule Violation




Ant1 Packing
Rules

o Statutory Prohibition Against Packing - Vehicle
Code § 11713.19

o General Rule - Prohibits Disguising Charges for
Goods and Services

o Inflated Payments
o Extending Contract Term

o Consent Rule - Prohibits Adding Charges for
Goods/Services

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

o Best Practice - Disclose Basic Terms for Vehicle
Purchase Before Any Goods/Services Added

ML
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Written Disclosure
Requirement for F&l
Products

o Statutory Disclosure Requirement - Civil Code §2982.2

o Applies to Purchases/Not Leases
o Six F&I Products
o Service Contracts

o Debt Cancellation Agreements

o Insurance

o Theft Deterrent Devices

o Surface Protection Products

o Contract Cancellation Option Agreement

ML
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PRE-CONTRACT DISCLOSURE
(Retail Installment Sale Contract)

[BEyer Hames) | o]

[ Andress: Strast City EE] p |C:I'III‘=.C! Date

Optional Products

Year Make |MI:‘-'JE€ WIN

Optional Goods and Services

[[1 Optional Theft Deterrent Deviceds):
) s
{2) s
3)

[[] Optional Surface Protection Product(s):
(1] -
2] 5

[[] Optional Service Contract{s):
1)
{2)
(3)
4
(5]

[[] Optional Debt Cancallation Agraement:
[[] Optional Vehicle Coniract Cancellation Option Agreement:
[[] Optional Insurance Product:

W o o e W W W

Total

Installment Payment EXCLUDING Listed ltems: 5
Installment Payment INCLUDING Listed ltems: 5

& Services

Disclosure Form

THE ABOVE INSTALLMENT PAYMENTS INCLUDE THE ITEMS DESCRIBED ABOVE, THE PRICE OF THE VEHICLE,
GOVERNMENT FEES AND TAXES, FINANCE CHARGES, AND THE FOLLOWING ADDITIONAL CHARGES:
Other Goods, Services and Miscellaneous Charges

Cash Price of Additional Accessories  § Emissions Testing Charga $
Othar (Nontaxable) Prior Credit or Lease Balanca &
k3
3
EV Charging Station % Other (to whom paid) 5
Electronic Vehicla Regisiration For:
or Transter Charge % Other (fo whom paid) 5
Document Processing Charge e For:

By signing below, you acknowledge:

= All of the charges described above will be included in the retail instalimant sale contract accompanying the purchase of the
abowve describad vahicle.

* The goods and services are nof raquired as a condition fo obiaining financing terms.

+ This document was prasented to you prior to signing the retail installment sale contract and you consent fo including all the
above chargas in the retail installmant sale contract.

e e

Dats BUYErE SIgnamse Co-BUyers signaiurs

M NO_ LAWCA-PCD
Tha Hayac
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o Make Sure Numbers Match Those
Shown in RISC

o Confirms Disclosure of Other
Goods/Services Provided and Customer
Consent

o Example - Dealer Document
Processing Charge

m '\Bﬁé MANNING LEAVER




SERVICE
CONTRACTS

o Statutory Definition - Insurance Code §12800

o A contract for a separately stated charge and a specific
duration of time that covers the repair, replacement or
maintenance of a vehicle

o Specific Disclosure/Inspection Requirements:

o Contract must be available for inspection prior to
purchase

o Contract or brochure describing the terms, conditions,
and exclusions must be provided at or prior to
purchase

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

o Avoid describing service contract as “warranty”

o Full Refund available if cancelled within 60 days for new
vehicles, 30 for used

B By B
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Optional Debt
Cancellation
Agreements

o Should Not Be Referred to as GAP Insurance

o Important: To avoid violating Reg Z and ASFA, the
following should occur:

o Customer understands the product is optional

o The optional nature of the product is disclosed in

writing
o Customer signs a request for the product

o If complete properly, the LAW-553 contract satisfies the

required written disclosures

’I l‘nn
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Contract Cancellation
Option Agreement

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

o Statutory Requirements - Vehicle Code § 11713.21

o Applies to Used Vehicles - purchase price under
$40,000

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

o Should complete form and document Customer decision
to Decline

ML
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PRIVACY AND
OTHER CONCERNS
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IDENTITY THEFT
RED FLAG
COmMPLILANCE

Privacy Policy / Red

Flags Rule /
Safeguard Rule

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

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

SAFEGUARD RULE
o Make sure information protection policy in

[e]

° place to protect customer information
o Make sure policy is followed

CNCDA




Other Screening/Reporting
Requirements

o OFAC - Federal Requirement
o Restricts Business with Terrorists

o Credit Reporting Agencies/Vendors Provide Screening
Service

o 8300 Cash Reports - Federal Requirement
o More Than $10,000 Cash Payments
o IRS Form 8300 Reference Guide

MANNING LEAVER
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QUESTIONS?

Brent W. Smith
Partner
Manning, Leaver, Bruder & Berberich, LLP
www.manningleaver.com
323-937-4730

BSmith@manningleaver.com

Anthony Bento
Director of Legal and Regulatory Affairs
California New Car Dealers Association
www.cncda.org

916-441-2599

abento@cncda.org

Gary H. Prudian
Partner
Manning, Leaver, Bruder & Berberich, LLP
www.manningleaver.com
323-937-4730

GPrudian@manningleaver.com
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