"OMPLIANCE

double-check the actual form for accuracy
or the proper disclosures. :
Many F&I managers are under the false :
impression that they are off the hook for |
_any TILA violations on the retail install- :
ent sales contract if the deal gets funded,
and that’s not a good premise to operate
nder. Remember the class action lawsuitin
California last year regarding proper disclo- :
sure of negative equity? Some of the more
common issues are improper disclosure of
_products with corresponding payees, as well
as including products in the cash price (line
1) that should be disclosed in the contract. :
There are two common issues with
product enrollment forms: not disclos-
ing the price of the product and not |
roperly checking the terms and cover-
age. These lead to many handwritten en-
ies on the forms, which is not a recom-
ended best practice.

REDIT APPLICATIONS
If the sales process in your dealer- :
ship allows salespeople to take i
credit applications, you probably :
have more than your share of
ECOA, FCRA and Reg. B violations. Here |
e the most common ones: the boxes at
e top of the application indicating how
e customer is applying are rarely
ecked; income is altered with no cus-
tomer initials; income is altered after the
fact; income is not filled in; only collecting
basic five-liner information so the desk i
can run a credit report.
Another big no-no is having a customer
sign a blank credit application. What typi-
lly happens is that some of your finance
urces will not accept the dealership’s stan-
ard credit application (usually the cap- :
tive’s), so they tell you to just have the cus-
tomer sign a blank application and submit
with your standard application. Again, !
this is not a best practice, as it could give the
pearance of fraudulent activity. :

&I MEenus
You've heard this many times be-
fore — the F&I menu is not a :
legal document. However, prop-
erly used, it can provide an excel- :
nt defense if you are wrongly accused. It :
n also be a huge smoking gun if you are
| using it to manipulate the customer. We
_ find very few menus that meet the indus-

F& MENU PROBLEMS

ONLINE ELECTRONIC
MENUS 15%

5% MENUS INTEGRATED

i try standards for best practices, with !
manual or pre-printed menus being the
i most frequent violators.

FTC Usep Car BuYER’s GUIDE

Ever hear the phrase “too many !
cooks spoil the broth?” Today we
have the recon department, the :
cal, electronic and administrative co

trols to protect your customer’s non
i the butcher, the baker and candlestick |

lot boy, salespeople, F&I man-
agers, outside companies, the UPS driver,

maker, and, occasionally, the used-car man-
ager involved with the FTC U/C Buyer’s

i Guide. OK, the UPS driver was a stretch.

There are two areas we look at. The first is

i to see whether the guides are properly dis-
i played in the used cars and if they disclose
¢ will comply with the dealer’s privacy policy,
¢ but few dealers have documented that they |

the proper warranty information. The sec-
ond is to review the copy of the guide in the

deal jacket to see if it matches the one in the
i vehicle, and to check that it has been prop-

erly executed and signed by the customer.
Today, many dealers engage outside

companies to affix the FTC Buyer’s Guide
i to the used cars. Generally, these compa- i tronic risk assessment” and haven’t installed
nies do a great job. The problem is that they
: only visit your lot two or three times a | ablyfallingshortof the GLB requirements.
week. As a result, we find that an average of
15 to 20 percent of your inventory won’t :
: are maintaining physical, electronicand ad-
i ministrative controls to protect their per

i sonal non-public information. If you'r

i not, consider the risks if your customer’s i

i formation is compromised by a hacker o3

 identify thief.

have the guides in the vehicles. If the deal-
ership personnel are affixing the guides,

i then we find that in most cases the warran-
ity disclosures are incorrect.

We also find that most dealerships do
not use a two-part FTC Buyer’s Guide;

where one is attached to the used car
i and the other is put in the inventory file i guards, AFIP has a great safeguards kit tha
i until the car is sold. If you're creating a !
i new FTC Buyer’s Guide at the time of !
delivery, I can almost guarantee the |

¢ warranty information is incorrect, or

80%

WITH DMS

MANUAL OR
PRE-PRINTED MENUS

the back of the guide is not completed or
signed by the customer.

! SAFEGUARDS

In order to comply with GL
Safeguards, you must have an I
formation Security Program.
details how to maintain phys

public information.

‘What we find is that the dealers have n

conducted periodic evaluations, or docu-
! mented risks and corrective actions taken
: since their first attempt to meet the require-
! ments back in April 2003. Most dealers will

have new employees acknowledge that they

have provided them with formal training.
I also believe dealers feel a false sense of

! security that their DMS provider is auto- 4
i matically covering all of their electronic

safeguard bases. If you haven’t had an “elec-
intrusion detection software, you are prob-

Take the time to read the privacy notice
you give to every customer. It states that you

If you're not sure where you stand on safe

will guide you through GLB requirements.

Geta handle on these five issues and yo
will be well on your way to a complian
sales and F&I operation. H




