
No Carve-Outs for Auto Dealers  

Auto dealers are heading to Capitol Hill seeking a special carve-out from the Restoring 
American Financial Stability Act of 2010 (S. 3217), which aims to put an end to the reckless 
practices of Wall Street and the abusive and discriminatory tactics by finance companies of all 
stripes.  In their search for a loophole, auto dealers claim that the bill will restrict affordable car 
loans and result in a hike in fees.1  However, their arguments ignore key facts about the bill and 
how new rules governing consumer finance would work.  It is time to set the record straight.  

The auto dealers say:  We will be urging senators to support an amendment offered by Senator 
Sam Brownback, R KS., which would prevent the proposed Bureau of Consumer Financial 
Protection [CFPA] from over-regulating Main Street dealerships that had nothing to do with last 
year's credit meltdown.

  

Get the facts:  A key feature of S. 3217 is to consolidate the consumer protections currently 
scattered across several federal agencies under one roof by creating a Consumer Financial 
Protection Agency (CFPA).  The CFPA would be charged with monitoring the financial 
marketplace and structured to react quickly to new tricks, scams, and abuses.  In the case of auto 
dealers, the CFPA would not regulate the sale of the car or financing when the borrower obtains 
their financing from their bank or credit union.  Dealers would only be subject to regulation as 
they are now when they affect the terms and conditions of auto loans.  Even then, the bill will 
not impose onerous new rules, regulations, or supervision but will merely give the CFPA the 
authority that the Federal Trade Commission (FTC), the primary regulator of most auto dealers, 
currently possesses:  to address unfair or abusive lending practices wherever they occur.    

A majority of dealer profits are derived not from the sale of the car itself but rather from their 
finance and insurance departments.  As in the mortgage industry, some predatory or abusive 
financing practices have occurred.2  Auto dealers are consistently the top source of consumer 
complaints to the Better Business Bureau and state and local consumer protection agencies.  If 
those abuses spread nationwide, the CFPA would be able to adopt new rules and auto lenders 
and their partner dealers would comply the same way they abide by requirements set forth in the 
Truth in Lending Act.  

The auto dealers say:  Including auto dealers in the Wall Street reform bill is redundant.  The 
Federal Trade Commission, the Federal Reserve and state consumer protection agencies already 
effectively govern dealer-assisted financing and that would not change.

  

Get the facts:  Under S. 3217, the CFPA will be given the authority to identify unfair and 
predatory lending trends nationwide.  In the event that the CFPA acts to protect consumers, only 
the largest auto dealers would come under its jurisdiction.   Smaller auto lenders and dealers 

                                                

 

1 All quotes from auto dealers are taken directly from the media advisory issued by the National Auto Dealers 
Association, April 26, 2010.  
2 2009 F&I Statistics, F&I Management & Technology, Dec. 30, 2008, at 28, stating, After experiencing slight 
declines in 2005, F&I s contribution recaptured some ground in 2006 and continued to rise in 2007 and 2008, 
representing more than half of total profits. Lower gross margins on the sale of new units has helped increase the 
importance of F&I contributions. Source: CNW Market Research." 
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