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IMPORTANT NOTICE

Purpose of Manual. This California Auto Dealer Finance and Insurance Compliance Manual has been
authored by Manning, Leaver, Bruder & Berberich, Attorneys, Los Angeles, California, for the use by the
California New Car Dealers Association and its Members. Its purpose is to assist California vehicle
dealers with legal compliance in dealership finance and insurance (F&I) areas.

Not Legal Advice. This publication is not intended, nor should it be received, as legal advice or a
substitute for legal advice. It is intended as a source of guidance to California vehicle dealers and as an
aid in recognizing and dealing with legal issues. The law is subject to constant change and there may have
been developments since this publication was last published or revised. This publication should not under
any circumstances be considered as a substitute for consultation with your attorney. Neither the authors
nor California New Car Dealers Association make any express or implied warranty with regard to the use
of this publication. The reader and his or her attorney must depend upon their own knowledge of the law
and expertise in the use of this publication.

Copyright. © Copyright 2006-2012 by Manning, Leaver, Bruder & Berberich, Attorneys/California New
Car Dealers Association. All rights reserved. Printed in the United States. No part of this Manual may be
reproduced or distributed in any form or by any means — graphic, electronic, or mechanical, including
photocopying, recording, taping, or incorporating into any information storage and retrieval system —
without prior written permission of the copyright holders. No claim to official US Government works.
Material attributed to National Automobile Dealership Association (NADA) in this manual, including
Chapter 1, GLB Privacy Notices, Chapter 7, Credit Decisions & Adverse Action Notices, and Chapter 21,
Credit Score Disclosure/Risk-Based Pricing Rule ©2012 National Automobile Dealership Association
(NADA) (all rights reserved) is used with permission from NADA. Reynolds and Reynolds Law®
California F&I library forms ©2012 (all rights reserved) are used with permission from The Reynolds and
Reynolds Company.

USING THIS MANUAL
Table of Contents. Use the Table of Contents at the beginning of the Manual to find a particular section of the Manual.
Index. At the end of the Manual there is a detailed index for help in finding particular subjects.

Glossary. Throughout this Manual you will see some abbreviations and acronyms which refer to various statutes, regulations, and other
words commonly used in F&I departments. For example, the California Automobile Sales Finance Act is described as ASFA. This
Manual has a glossary, which describe these abbreviations and acronyms.

Text of Statutes and Regulations. The Manual sometimes refers to various California and federal statutes and regulations by their title
and section numbers. You can read the full text of the statutes and regulations on various Web sites as follows:

California Statutes: An example of a reference to a California statute would be California Civil Code Section 2982. Go to
www.leginfo.ca.gov/calaw.html. Put a check mark in the particular California Code you want to use by clicking in the box in front
of the Code. Then click the “Search” button toward the bottom of the page. (Do not enter any search term.) You will be brought to a
Table of Contents page for the Civil Code. Then scroll down to the particular Code section you want to see and click on it.

California Regulations: An example of a reference to a California regulation would be: 13 CCR 272.00. Go to
http://government.westlaw.com/linkedslice/default.asp?SP=CCR-1000. Click on the “Search” button’ then enter the title of the
Code and the section number. In the example, the title is 13 and the section number is 272.00. Then click on the number in front of the
code section to see the text of the code section.

Federal Statutes: An example of a reference to a federal statute would be 15 U.S.C. § 6809. Go to
http://www.findlaw.com/casecode/uscodes/. Enter the title of the Code and section number; then click “Search.” In the example,
the title is 15 and the section number is 6809. To see the Code section that follows, click the “Next” button on the bottom of the page.

Federal Regulations: An example of a reference to a federal regulation would be: 16 CFR 682.1. Go to
www.findlaw.com/casecode/cfr.html. Then follow the search instructions.



Table of Contents

Chapter Part A. Intake and Credit Processing Page
1. GLB Privacy NOTICES . ..coieeeieeeieeeieeeieeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens 5
2. Red Flags Rule/Verifying Customer Identity.........ccccovvvveeieeeeiiiiniiieneeennn. 13
3. OFAC SCreening ........ccccccvvviiiiiiiiiiiiee 19
4. Form 8300 Cash RePOrtS .........uuuueeireeiueiiieiiieiiiirireeiieeiieesresreressrsssnrsreee... 21
5. Credit APPLCATIONS .uei e et e e e e e e e e e e aaaaaans 29
6. Credit RePOrtS ..ot 41
7. Credit Decisions & Adverse Action Notices...........ccccoiiiiiiiiii . 45
8. Retention of Credit Records ...........ccccoeiiviiiiiiiiiiieeee, 53
9. Disposal of Credit Records ..........coooiiiiiiiiiiiiii 57
10. Registered Domestic Partner Law ..........ccccovvvviiieiiiiiiiiiiiiiiieeeeeeeeeeee, 59

Part B Deal Negotiation
11, Trade-In ISSUES. . ... e e e e e e e e e e e e e e e e e e e e e e eeeeeans 63
12. ANti-PaACKING TULES ..uuuiiiiceceeceeecceeeceecceecceeeeeeeeeeeeeeee e e 67
13, Deceptive PractiCes ..o 71
A = o G U T 77
15. Worksheets and IMENUS ........ociieeiiieiiciicccieess e e e e e e e e e e e e e ee e 83
16. Finance Income Limitations........cccoeeeiiiiiiiiiiiiiiieeeeeeeeiiiiieeee e e e eeeeeens 87
17. Hidden FInance Charges ..o ocoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e eeee e e e eeeeeee e e 93
18. SEIVICE COMNTIACES coeieeeiieeieeeeeeeieeeeeeeeeeeeeeeeeeeeeee ettt e e e e e e e e e e e e eeeeeeeeeeas 95
19. GAP CONETACES .uvvvviviiiiiiiiiiiiiiiiiiititiieetiretrreereeereerrearrrarrrrerrerra——————————————.———————. 99
Part C Deal Documentation
20. Pre-Contract Disclosure Statement.........cccccveeeeeeeieiiiiiiiieeeeeeceiieeeeeeen, 105
21. Credit Score Disclosure/Risked-Based Pricing Rule...........ccccoeeeeeeeennnnnn. 113
22. Conditional Sale Contracts .......ccccceeviviiiiiiiiiiiiii 119
23. Vehicle Lease Agreements ......ccccevvvviiiiiiiiiiiiiii 143
24. Single Document Rule .........ccccciiiiii 157
25. Deferred Downpayments...........cveeeiiiiiiiieiiiiiee e e e e 165
26. Disclosing Negative EQUILY ........oeeeiiiiiiiiiiiiiieece e 169
27. Used Vehicle Contract Cancellation Option Agreement ......................... 173
28. CO-SIZNET NOTICE ...uuvvviiiiieeeeeeiiiiiieee e e e e et ee e e e e e et e e e e e e e s naraaeaaeeens 181
29. Spanish and Asian Translations........cccccvveeeeeeiiiiieeiiiieeee e 185
30. Condition/History DiSClOSUIES ........ccovvviiiiriiieeiiieiieieeeeeeeeeeeereeeeeeeeeereseennenns 189
31. Lemon Law DisCloSUTES.....ccccciiiiiiiiiiiiiieeiiieeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeenenes 199
32. Certified Used Vehicle Documentation ...............cccccccceviiiiiiiiiiiiniieeeeeeee, 203
33. Trade-in History Report and Other Trade-in Documentation ................ 207
B4, DUE BlIS . uuuuiiiiiiiiieiee e e 213
35. Customer Copy and Disclosure Requirements..........ccccccooovvvviiieeeeeennnnnnn. 215

© 2012 Law Firm of Manning, Leaver, Bruder & Berberich &
California New Car Dealers Association



36.
37.
38.

39.
40.
41.
42.

43.
44,
45.
46.
47.
48.
49.
50.

Payment By Credit Card........c.ccceeiieeeeiiiiiiiiiiice e 219
OffS1t€ DEIIVETIES ..vvvvivviiiiiiiiiiiiiiiiiiitti s nnnnnnnnnns 221
Final Closing ChecKIist .........uuuuuiuiiiiiiecieeeeeeeeeennenns 225
Part D Post-Contract Issues
Buyer’s Exercise of Contract Cancellation Option.........cccccccvvveeeeeeeennnnnns 237
Inability to Assign Contract or Lease .......cccooovvveiiiieieeieiiiiiiiiieeeeeeeeeeeeennn 243
Contracts Held By Dealer .........cccoivvvviiiiiiiiiiiiiieiiieeee e 261
Dishonored CRECKS ..........uuvviiuiiiiiiiiiiiiiiiiiiiieiiiiiiiiiiieiiareeererenereeneaneenenenaean—.. 265
Part E F&I Policy Considerations
Consumer Arbitration Agreements ........ccccceevvvviviereeerieieeeereeeeeeeeeeerreeeeeen. 269
Retail Dealer Agreements .......cccooeeeeeeeieeeiieeieee e 271
Use of Supplemental Stickers ......ccoooeeeieeiieeiiieiieeeeeeeeeeeeeeeeeee e, 275
Safeguards Rule Compliance ..........cccccuvviiiiieiiiiiiiiiiiiiiieee e 277
KSR Requester CompPliance ............ueeeuueeunerunnnnnnnnnnieiieesieesieeeseesseeeennns 281
Licensing Requirements for F&I Personnel .........ccccooeiiiiiiiiiiiiiiiiiiiiennnnn. 289
Posted Signs in the F&I Department........cccccvvevvvvvieeiiiniieenieniiiirinnninnnnnnn, 293
Video of Customer Transactions ........cccccceeeeeciiiiiieeeeeeeseiiieeeee e 295
GlOSSATY .o 299
| 50T 1= PP PPPPPPPPPRPR 303

© 2012 Law Firm of Manning, Leaver, Bruder & Berberich & CNCDA F&I Compliance Manual

California New Car Dealers Association



