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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 (January 2021)

Part II: Deal Documentation Compliance (Today)

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

Part IV: Post-Contract (April 2021)



Today’s Agenda
1. Overview

2. RISC

3. Downpayment Issues

4. Leases

5. Trade-Ins

6. F&I Products

7. Single Document Rule



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



Retail Installment Sale Contract
(RISC)



RISC
◦ Key Document – contractual agreement 

with required disclosures
◦ No blanks; signed/initialed by customer
◦ Show contract to customer and allow 

him or her to possess contract before 
signing

◦ Give customer signed copy
◦ 7-year record retention requirement



Vehicle Description and Primary Use

◦ DEMOS/LOANERS are always used vehicles
◦ MAKE SURE PROPER MODEL & TRIM PACKAGE ON CONTRACT
◦ Primary use – Personal or Commercial
◦ Verify odometer reading on contract rewrites



Vehicle Price - RISC
◦ Section 1.A1 Cash Price of vehicle as 

equipped
◦ Section 1.A2 Cash price of accessories 

requested by customer



Blank Box

Can be used to add 
additional terms to 

RISC to avoid 
violating Single 
Document Rule

However, lender 
approval required

Do not leave blank 
if unused



DOWNPAYMENT
ISSUES



Downpayment Issues
◦ Rebates - Manufacturer/captive 

finance company/utilities/ government
◦ RISC/553 

◦ 6E – Manufacture/Finance 
Company Rebates

◦ 6F – Other-Clean Vehicle 
◦ Credit Card Payments 

◦ Lender Issues 
◦ Dispute Remedies 



How To Handle Deferred 
Downpayments

◦ Must Be Collected No Later Than Due Date of 
Second Regular Monthly Payment

◦ Do Not Use Hold Check Agreements
◦ Must Be Disclosed In RISC

◦ Itemization Section
◦ Payment Schedule Section
◦ Total of Payments Box

◦ No Authority for Them in Leases



LEASES



Leases ◦ Key document – contractual agreement and required disclosures
◦ Follow same process as RISC
◦ No blanks
◦ Show to customer
◦ Give signed copy to customer
◦ Personal vs. Business designation
◦ Record retention



Leases
Gross Capitalized 
Cost Itemization

Agreed-Upon Value 
is the vehicle price

Advertised price 
issue



Leases
Blank Box
• 8 point font
• Signature/initials recommended
• Get lender approval

• 10-day right to rescind
• Lease Return Rights



Leases
Amount Due 
at Lease 
Signing or 
Delivery
• Itemization required 

by Federal Law
• Capitalized cost 

reduction is the 
“downpayment”

• No way to properly 
document a 
“deferred 
downpayment”



TRADE-INS



Trade-ins
◦ Disclose Properly – Designated section RISC/Leases
◦ Confirm pay-off – Trade-in payoff agreement
◦ Wait to pay-off – Required within 21 days
◦ Avoid over allowance  
◦ Lease Returns
◦ Make clear what is happening

◦ Retained equity situation
◦ Delay payment



Negative Equity
Exists Only After Application of Downpayment

Amounts
Know How to Disclose

◦ Prior credit or lease balance line on RISC or
◦ Similar line on lease form (itemization of gross capitalization cost section)
◦ Don’t bury in the cash price or agreed value of vehicle
◦ Red Flag 

◦ Pay-Off Matches Vehicle Value



Arbitration 
Clause

◦ Important to Understand – Customer 
Review

◦ 553 Version – 553-CA-ARB
◦ Must ensure customer signs on front

◦ Class Action Waiver - Key
◦ Lease Forms - Version



Dealership 
Right to Cancel

◦ AVAILABLE ONLY IF PROVISION IN CONTRACT
◦ RETAIL SALES: Provision on back of RISC – only 

applies if customer signs section on front - key
◦ LEASES: Not included in all forms

◦ If not, type into blank box and have customer 
initial

◦ If too many contracts cancelled, can lead to Yo-Yo 
financing allegations



E-Contracting
◦ Follow normal process for both RISC/Lease
◦ Not clearly authorized by California law; allowed under 

federal law
◦ CNCDA introducing legislation this year to resolve this 

issue and clearly allow electronic contracting under 
California law.

◦ Customer – Meaningful chance to review
◦ Should be able to see screen
◦ Provide copy before signing



F&I PRODUCTS



Optional F&I 
Products

◦ Theft Deterrent Devices
◦ Surface Protection Products
◦ EV Charging Station
◦ Debt Cancellation Agreement
◦ Used Vehicle Contract Cancellation Option Agreement



Optional F&I Products (Continued)
Disclose Properly in Forms
◦ Section 1 in 553

◦ ”Paid to” issue
◦ Match Pre-Contract Disclosure Form (Only for Sales)
◦ Lease – Optional Products and Services Section – Disclose each product

◦ Clear Disclosure Key
◦ NADA option product program

◦ Overlaps with pre-contract disclosure requirement
◦ Consult legal counsel



SINGLE 
DOCUMENT RULE

Different for Retail vs. Leases



Retail
Single Document 
Rule
◦ The contract must contain all of the 

agreements of the buyer and seller with 
respect to the total cost and the terms of 
the payment for the vehicle



Leases
Single Document Rule
◦ The lease agreement must contain all of the agreements 

of the lessor and lessee with respect to the obligations of 
each party.



EXAMPLES 
OF SINGLE 

DOCUMENT 
RULE 

VIOLATIONS

◦ Hold Check Agreements
◦ Pay Off Adjustment Forms
◦ Trade-In History Disclosure Forms
◦ Export Agreements
◦ Incorporate By Reference Solution
◦ Get Lender Approval



Due Bills
◦ Should be used as a “to-do” list
◦ Not to be used for making disclosures 

regarding warranties, vehicle history, etc.
◦ Time limitations can violate the single 

document rule



Documents Not 
Subject To The SDR
◦ Express warranties, service contracts, 

insurance policies, debt cancellation 
agreement, theft deterrent devices (e.g.
Lojack, etc.), other third party
documents describing properly 
disclosed aftermarket goods or 
services



Co-Signer Notice

◦ Required for both retail contracts & 
leases BEFORE contract/lease signed

◦ Foreign language issues
◦ Consequences – neither dealer nor 

lender can sue co-buyer or co-lessee if 
notice not signed.



Autobroker Fee Disclosure
◦ Must be disclosed on 553 Sale Contract



Other Documents
◦ Translated Contract Acknowledgment

◦ Credit Application

◦ Credit Score Disclosure

◦ CPO Checklist (if applicable)

◦ Buyers Guide (if applicable)

◦ Dealer Warranty (if applicable)

◦ Used Vehicle Contract Cancellation Option (if applicable)

◦ F&I Products – Debt Cancellation Agreement, Service Contract Forms



Best Practices

◦ Contract or lease should be the last 
document signed by customer

◦ Customers should be provided with 
copies of any documents signed



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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