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L
ooking back on the headlines that 
made an impact on the automotive 
F&I space over the course of 2019, 
we see many of those same topics 
in the issues of P&A that made their 

way to your homes and offices. 
As always, our first issue of the year 

was dedicated to Industry Trends. With 
the help of executives from around the 
country we collected their thoughts and 
ideas on new technology, evolving regula-
tions and hot products and gathered them 
all in one place. Where else can you find 
that quality of information and opinion 
that, at the end of the day, could better 
your business?

In early 
spring, the issue 
targeted the in-
crease of merg-
ers and acquisi-
tions within the 
market, with 
a focus on the 
newly created 
StoneEagle F&I. 
Cindy Allen and 
David Trinder 
reflected on the 10-year courtship that 
led to the merger of F&I Administration 
Solutions LLC and StoneEagle Inc. They 

offered us an in-
side look at the 
transaction, the 
discussions that 
preceded it, and 
the new com-
pany’s future 
plans.

Our previous 
issue covered an 
issue currently 
in the hot seat: powerbooking. P&A spoke 
with executives to learn how industry in-
siders and outsiders are tackling vehicle 
overvaluation, an archaic practice that de-
ceives customers, puts perpetrators at risk 
of criminal charges, and erodes profits for 
finance sources and F&I product providers 
and administrators. The solutions they of-
fered were worth the read!

So if you 
missed any of 
these issues or 
are new to P&A, 
you can check 
out our website 
for digital ver-
sions of all your 
favorite articles.

I now ask that 
you all join me 
in thanking the 
individuals that fill these pages with their 
own words, because without their contin-
ued contributions of industry insight and 
advice, P&A would not be possible.

And a special thank you to our two 
columnists who not only take the time to 

write articles for each issue, dedicated to 
compliance in the F&I space, and keep-
ing us up to date and in line with current 
rules and regulations … they are also fre-
quent speakers at Summit events; Reyn-
olds and Reynolds’ director of compli-
ance, Terry O’Loughlin and Jim Ganther, 
president of Mosaic Compliance Services 
and co-founder of Automotive Compli-
ance Education. 

As we begin to look ahead to 2020, I would 
like to offer a challenge to all of our read-
ers: If you find yourself with a few minutes 
to spare, share with me what you want to 
see printed on the pages of P&A. What 
trends should the industry be paying at-
tention to? Whom should we interview 
next? What executives’ names would you 
like to see in the bylines of these articles? 
We need your input to keep P&A as the 
industry’s leading source for F&I product 
providers. 

From the entire team here at P&A, we 
wish you a wonderful holiday season and a 
successful year-end. 

By: Kate Spatafora

DEPT: Letter from the Editor

The magazine’s editor 
looks back on the past 
year of P&A, highlighting 
some of the hit articles 
and honoring the writers 
that make it all possible.

365 Days of P&A
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DEPT: Summit Updates

Can You Sell More Aftermarket 
Products by Going Online?
(From L to R) Rony Maalouf and Roger 
Hilterbrandt, F&I Express

2019 PALS Master of Ceremonies
Bob Harkins, American Guardian Warranty Services

Executive Leadership Panel
(From L to R) Patrick Brown, IAS; Dave Duncan, Safe-Guard Products 
International; Arden Hetland, American Financial & Automotive 
Services; Will Green, Louisiana Automobile Dealers Association

Consolidation Trends 
In the F&I Industry 
Gina Cocking, Collonade Advisors

Resilient Leadership: Prepare 
Today – Prevail Tomorrow
Lt. General Russel L. Honoré (Ret.)
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Customer Experience: Its Impact and 
 Opportunity In Our F&I World
Cindy Allen, StoneEagle F&I

Lender F&I Product Review and Approval 
– What You Need to Know
Stephen McDaniel, F&I Sentinel, PLLC

Shaping the F&I Landscape 
In the Digital Age
(From L to R) Matt Bitler, 
SouthwestRe; Lori Church, 
Holman Automotive; 
Gerry Gould, Gerry Gould 
& Associates; Rick 
McCormick, Reahard 
& Associates; Luis 
Garcia, AVID Insurance; 
Jonathan Hutchins, Fabre 
Automotive Group

F&I Product Selling In a Digital Marketplace
(From L to R) Ken Murer, APC Integrated Services Corp.; Matt Weinberg, Drive Motors; Jonah Cole, Dealer Inspire; Carl 
Ciaramitaro, Provider Exchange Network; Joe St. John, AutoFi; Daniel Lievrouw, American Guardian Warranty Services
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DEPT: In the Industry

REPAIRPAL SHOPS TO PERFORM 
DOWC SERVICE CONTRACT REPAIRS

RINGWOOD, N.J. — F&I product provider and administrator Deal-
er Owned Warranty Company has partnered with RepairPal, a pro-
vider of automotive service and repair, the companies announced. 
RepairPal-certified shops will now provide covered repairs to 
DOWC service contract holders.

“We are thrilled to partner with RepairPal to provide a network 
of well-vetted auto repair shops to our service contract customers,” 
said Michael LaMotta, founder of DOWC. “The combination of a 
quality protection plan and quality repair facilities will help get ve-
hicles fixed and back on the road seamlessly for our customers.”

Executives said automobile owners with DOWC service con-
tracts are now referred to the RepairPal Certified network for their 
repairs when returning to the selling dealer is not an option. Con-
sumers can find RepairPal Certified shops at that company’s web-
site and through the sites of many DOWC partner dealers.

“We are honored to work with DOWC,” said RepairPal Vice President and General Manager Kathleen Long. “We’ve done the work to find and 
verify high-quality shops across the country and, together, we can ensure consumers have convenient and quality repair experiences when they need 
to get their cars fixed.”

AUTO LOAN AND LEASE ACTIVITY 
SLOWS AS BALANCES GROW

ATLANTA — U.S. banks, fi-
nance companies, and credit 
unions funded 12.3 million 
auto loans in the first half of 
2019, totaling $286.2 billion 
and growing outstanding 
balances by 2.6% year-over-
year. But the number of loan 
originations declined by 
0.6%, and the number of new 
leases fell by 3.9%.

New loans and leases for 
subprime borrowers were 
down 3.1% and 7.2%, respec-
tively, compared with the 
first half of 2018. Subprime 
loan balances grew by 1.3% 
while subprime lease balances declined by 4.1%. In September, Equifax 
reported subprime auto loans accounted for 22.7% of the total market in 
April, an eight-year low.

Average loan amounts for all purchases increased 6.6% to $24,134 
and the cost of a new lease increased 1.9% to an average of $16,779.

“According to this data, the number of loans originated is relatively 
stable, yet loan balances continue to increase. This is slightly different 
from leases, which are showing a falling number of lease originations 
but a more moderate rise in balances issued,” Jenn Reid, Equifax’s vice 
president of automotive marketing and strategy, said in a release.

“These numbers indicate that the automotive market in financing 
originations has been stable while the amount financed has increased 
throughout 2019 heading into the final months of the year,” Reid added. 
“The rising balances are most likely a result of a stronger shift to trucks/
SUVs when shopping.”

DEALERTRACK F&I STREAMLINES 
LEASE CONTRACT WORKFLOW

NORTH HILLS, N.Y. — Dealer-
track F&I announced an ex-
panded integration with CDK 
Global Inc. that brings together 
CDK Drive DMS and Dealer-
track uniFI  platform  to enable 
faster funding for more dealers. 

Through the integration, 
dealers leveraging both sys-
tems can now “seamlessly” 
import their lease deals from 
CDK Drive into uniFI’s Digital 
Contracting workflow, helping 
reduce manual data entry, con-
tract errors, and the frustra-
tions of recontracting, accord-
ing to a press release.

“Every extra step a dealer must take in the contracting process can 
cut into efficiency and detract from the car buying experience.” 

The integration was designed to assist dealers and finance sources 
reduce the time spent filling out paperwork and contracts — a major 
pain point, executives stressed, citing statistics from the 2019 Cox Au-
tomotive Car Buyer Journey Study. Surveys found only 42% of consum-
ers were satisfied with how long the process took at the dealership, and 
nearly half of that time was spent negotiating and filling out paperwork.

“Every extra step a dealer must take in the contracting process, from 
switching between systems to reentering data, can cut into efficiency and 
detract from the car buying experience,” said Cheryl Miller, senior vice 
president and general manager of Dealertrack F&I and Titling Solutions. 
“Through the integration with CDK, we’re able to better connect data 
between systems to ensure dealers can drive the more accurate, stream-
lined workflow that today’s customer expects.”

VISIT WWW.PROVIDERS-ADMINISTRATORS.COM FOR UP TO DATE INDUSTRY NEWS.

The RepairPal Certified network includes  
more than 2,500 U.S. auto repair shops. 

Sales of trucks and SUVs, such 
as the Audi Q7, have helped auto 
finance sources grow balances 
despite fewer originations.

A new integration was designed 
to simplify the lease contract 
submission process by auto-
matically populating deal data 
from the CDK Global DMS in the 
Dealertrack uniFI platform.

Photo courtesy Audi USA

Photo courtesy Dealertrack

Photo courtesy Dealer Owned Warranty Company
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DEPT: In the Industry

FORD CREDIT TOPS ALL 
FINANCE SOURCES IN 
CUSTOMER SATISFACTION

COSTA MESA, Calif. — According to the J.D. Power 2019 U.S. Con-
sumer Financing Satisfaction Study, the number of consumers who 
research financing options online prior to visiting a dealership is up 
significantly this year, and overall satisfaction with the consumer fi-
nance experience is significantly higher when customers have a good 
online experience.

“Auto finance customers are more educated than ever and, as a 
result, they have a much higher expectation for a seamless digital ex-
perience that enables them to effortlessly search for vehicle features 
and local inventory as well as financing options and terms,” said Jim 
Houston, senior director of automotive finance intelligence at J.D. 
Power. 

“The benchmark for a good digital experience is no longer other 
auto finance companies; rather, it’s consumer-facing sites like Ama-
zon and Netflix that recognize what users are looking for and deliver 
the right information within one or two clicks,” Houston added.

Analysts found more than half (52%) of consumers research auto 
financing options prior to visiting a dealership, an increase of 5 per-
centage points from 2018. Overall satisfaction with the auto financing 
process is 23 points higher (on a 1,000-point scale) when research for 
auto finance options is conducted online in advance.

Lexus Financial Services, Lincoln Automotive Financial Ser-
vices  and  Mercedes-Benz Financial Services  rank highest in a tie 
among financiers of highline buyers, each with a score of 867. 

But Ford Motor Credit ranks highest among all auto finance sourc-
es with a score of 873. Capital One Auto Finance (860) ranks second 
and GM Financial (854) ranks third.

The report is based on a survey of 14,850 customers who financed 
a new or used vehicle through a loan or lease within the past four 
years.

PWI ADDS RIDESHARE 
COVERAGE TO SERVICE 
CONTRACTS

CARMEL, Ind. —  Preferred Warranties Inc. 
(div. KAR Auction Services) announced the 
addition of rideshare coverage to its vehicle 
service contract offerings. The news coincides 
with the announcement of a new underwriting 
partnership with Assurant.

“Expanding into the mobility space is a 
strategic priority for KAR Global, and PWI’s 
new rideshare coverage helps solidify our in-
vestment in this growing market space,” said 
Edmund Field, president of PWI. “Now backed 
by Assurant, our enhanced protection plans 
give dealers more reasons to choose PWI for ve-
hicle service contracts that provide confidence 
and peace of mind to consumers and a critical 
revenue stream to dealers.”

“The ridesharing economy relies heavily on 
well-maintained vehicles and drivers who have 
the resources they need to keep their cars on 
the roads.”

Rideshare coverage is available on all prod-
ucts except Preferred Truck or Powersports. 
PWI has added various term and coverage en-
hancements to its Plus Plan, Premier Plan, Pre-

ferred Truck Plan and Base Plan vehicle service 
contracts, all according to the announcement.

“The ridesharing economy relies heavily 
on well-maintained vehicles and drivers who 
have the resources they need to keep their 
cars on the roads,” said Rich Howse, senior 

vice president of mobility solutions for KAR 
Global. “We are making investments across 
the enterprise at KAR Global to support the 
changing nature of car ownership and use — 
creating the tools and solutions for the evolv-
ing mobility landscape.”

VISIT WWW.PROVIDERS-ADMINISTRATORS.COM FOR UP TO DATE INDUSTRY NEWS.

Steve McBride, executive director of Detroit’s Pewab-
ic Pottery, poses with a recently purchased Ford Transit. 
Ford Motor Credit’s customer satisfaction score of 873 out 
of 1,000 made the captive finance company No. 1 in J.D. 
Power’s latest rankings of U.S. auto finance sources.

PWI has expanded into the mobility space with new 
coverage options for rideshare vehicles.

Photo courtesy Ford Motor Co.

Photo by Elvert Barnes via Flickr
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The seventh annual  
P&A Leadership Summit 
offered three days of high-
level discussions among the 
executives and thought leaders 
driving the advancement 
of the F&I industry. 

P&A LEADERSP&A LEADERS

By Tariq Kamal
©gettyimages.com/Martin Barraud

I
t’s educational. It’s informative. It’s important. It’s the annual 
P&A Leadership Summit, the only meeting dedicated to — 
and organized by — executives working at the highest levels 
of the F&I industry. 

PALS was held in New Orleans for the first time this year, hav-
ing followed the F&I and sales training, compliance, and technolo-
gy-focused Industry Summit from its longtime home in Las Vegas to 
Dallas in 2017, then Orlando in 2018, then to the Crescent City. 

At every stop, a dedicated and growing group of industry pro-
fessionals has shown up ready to work. Unlike most conferences, 
PALS attendees aren’t there to sit back and listen. 

“They’re engaged,” said David Gesualdo, PALS and Industry 
Summit show chair and group publisher of Bobit Business Me-
dia’s Dealer Group of publications, including P&A, after the event. 
“They’re asking questions, giving presentations, sitting on panels. 
And they are getting business done.” 

NEW ORLEANSNEW ORLEANS

WENT TO WENT TO 
WORK INWORK IN
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Since PALS replaced the annual Ve-
hicle Service Contract Administrators 
Conference in 2013, the event’s advisory 
board has been led by David Trinder of 
StoneEagle F&I. Their primary task is to design an agenda that 
reflects the P&A segment’s most urgent concerns. Here’s how it 
played out. 

P&A TAKES A STEP FORWARD
The event kicked off on the evening of Monday, Nov. 4, with the 
PALS and Industry Summit evening keynote address. George 
“The World’s Greatest Closer” Dans took the stage to deliver an 
impassioned plea for every member of the industry to “grow for-
ward” by promising to take a big STEP — for sacrifice, training, 
effort, and producing profits. 

“Everyone who is going to grow forward needs to change in 
some way, shape, or form,” Dans said. “Hence, you need to take 
the first step — not much is accomplished if you are not moving 
forward.”

After a Sunday evening welcome reception and the opportuni-
ty to participate in Automotive Compliance Education (ACE) cer-
tification Monday morning, PALS and Industry Summit resumed 
with the presentation of the second annual Edward J. Bobit Life-
time Achievement Award. Last year’s winner was legendary sales 
trainer, dealer consultant, and industry firebrand Jim Ziegler. This 
year, the award went to Dwayne Hawkins, chairman and CEO of 
Florida’s Crown Automotive Group; his brother, Terry Hawkins, 
was introduced by Randy Crisorio of United Development Sys-
tems, a longtime friend and colleague, and accepted the award on 
Dwayne’s behalf. 

Dwayne Hawkins is known throughout the Sunshine State as 
a man who has employed thousands of hardworking employees 
and sold cars to millions of satisfied customers. But he is also 
a legendary philanthropist, having donated time and money to a 
long list of charitable causes from the moment he was able. 

“That’s all part of just what you have to do,” he told F&I in 
a recent profile. “Just helping people, helping organizations do 
good work. And some of these guys are in charitable organiza-
tions that are doing good work. And we share what we know with 
other charitable organizations and help them improve too.”

Terry Hawkins’ poignant acceptance speech was followed by a 
much-anticipated keynote address: “Customer Experience: Its Im-
pact and Opportunity in Our F&I World.” Delivered by StoneEagle 
F&I CEO Cindy Allen, the presentation focused on changing cus-
tomer expectations and how, in many ways, auto retail and finance 
— among other industries — have failed to keep up. 

“We’re entering a new era in the automotive industry. You can 
see it everywhere, from the evolution of the car buying experi-
ence to rising consumer expectations around service delivery af-
ter the sale and how that drives either deep loyalty to dealerships 
and our products or a consumer’s resolute choice to do business 
with someone new,” Allen told F&I and Showroom shortly before 

the event. “We can’t afford to stick with 
‘what’s always worked’ and expect it to 
be good forever.”

After a break, PALS and Industry 
Summit attendees gathered for the second annual Technology 
Challenge, an opportunity for representatives of five companies 
on the leading edge of F&I tech to present their wares in hopes 
of winning bragging rights via audience vote. And two days later, 
at the Industry Summit Honors that closed the show, Your Deal-
er Experience was announced as the repeat winner, edging out 
700Credit, AutoFi, Line\5, and Reynolds and Reynolds. 

For more on Technology Challenge, including an interview 
with YDE’s Steven Apicella, turn to Page 20 of this issue. 

CONSOLIDATION, GAP, AND DIGITAL F&I 
Tuesday’s schedule concluded with a featured presentation, 
“Consolidation Trends in the F&I Industry,” and the annual 
PALS and Industry Summit Executive panel. 

“Consolidation” was presented by mergers and acquisitions 
expert Gina Cocking of Collonade Advisors, appearing for the 
second consecutive year to tackle a topic of ongoing concern. She 
broke down the factors driving the trend toward consolidation 
at the P&A, agency, and dealership level and offered insight into 
how and why prospective deals succeed or fail. 

For more, check out Cocking’s article on the topic, “Trends in 
M&A for F&I Administrators,” on Page 12. 

I had the honor of moderating this year’s executive panel. I 
was joined by three leading P&A executives — Patrick Brown 
of IAS, Dave Duncan of Safe-Guard Products International, and 
American Financial & Automotive Services’ Arden Hetland — 
and a special guest, Will Green, president of the Louisiana Auto-
mobile Dealers Association. 

In an interview that appeared in the special Industry Sum-
mit edition of F&I, Green told me that, whether new car sales 
remain strong or consumers continue to gravitate toward pre-
owned and CPO units, the value of protection products will re-
main unassailable. 

“You want to protect that asset. It’s the second most import-
ant purchase most people make. When you buy a home, you buy 
insurance, warranties, protect it any way you can,” Green said. 
“Why wouldn’t you do that with the vehicle you purchase? That’s 
why the F&I office so important.”

Our discussion ranged from GAP losses and digital F&I to 
plateauing new vehicle sales and the U.S. and global economies. 
We also touched on the emergence (and cost) of F&I Sentinel — 
more on that in a moment — and the dealer protection bill passed 
at the end of California’s last legislative session. 

“We often say you can’t replicate the content and value of-
fered by PALS, and Tuesday afternoon proved it,” Gesualdo said. 
“Where else can a P&A executive get up to speed on the sheer 
number of trends and topics our speakers covered in the space 
of two hours?” 

“We can’t afford to stick 
with ‘what’s always 

worked’ and expect it to 
be good forever.”



10  |  P&A  4TH QTR 2019

WHO WILL TAKE 
THE LEAD? 

Wednesday began with a motivational 
keynote delivered by Lt. Gen. Russel 
L. Honoré (Ret.), a decorated military 
officer whose 37-year U.S. Army career 
was highlighted by his role as com-
mander of Join Task Force Katrina following the devastation 
visited upon the New Orleans and the Gulf Coast by Hurricane 
Katrina in 2005. 

In “Resilient Leadership: Prepare Today — Prevail Tomorrow,” 
Lt. Gen. Honoré outlined the critical role of strong leadership in 
every endeavor. “From global and domestic terrorist threats to 
natural disasters, we face new risks to 
our individual, community, and eco-
nomic security each day,” he said.

F&I Sentinel’s Stephen McDaniel 
was next with “Lender F&I Product Re-
view and Approval — What You Need 
to Know,” a deep dive on F&I product 
review from the perspective of auto fi-
nance sources and regulators. 

“Since the creation of the CFPB, we 
have seen a significant increase with 
respect to the scrutiny placed on the 
financing of F&I products,” said Mc-
Daniel. “To address that scrutiny, auto 
finance companies are implementing 
review processes for F&I products 
prior to agreeing to finance them.  We 
have worked with some of the largest 
auto finance companies in the country 
to implement a web-based solution to 
address this risk.” 

To learn more about McDaniel 
and F&I Sentinel, turn to the Q&A on  
Page 14. 

Next up was “Shaping the F&I 
Landscape in the Digital Age,” a pan-
el session led by Gerry Gould of Gerry Gould & Associates and 
featuring Holman Automotive Group’s Lori Church, Luis Garcia 
of AVID Insurance, Fabre Auto Group’s Jonathan Hutchins, Rick 
McCormick of Reahard & Associates, and SouthwestRe’s Matt 
Bitler. The panel discussed the industry’s efforts to keep pace 
with evolving customer buying habits and their effect on the F&I 
training and presentations that fuel product sales. 

A second panel, “F&I Product Selling in a Digital Market-
place,” followed. Moderator Daniel Lievrouw of American Guard-
ian Warranty Services was joined by panelists Carl Ciaramitaro of 
Provider Exchange Network, Jonah Cole of Dealer Inspire, APC 
Integrated Services Group’s Ken Murer, AutoFi’s Joe St. John, and 
Matt Weinberg of Drive Motors. 

To no one’s surprise, the panel en-
gaged in a spirited debate over the best 
way to protect F&I — and car buyers, 
by extension — during a period of rapid 
technological advancement. For more 
detail and insight into the panel and a 
range of other topics, check out this is-

sue’s edition of Meet the Executive, “An Interview With Daniel 
Lievrouw,” on Page 22. 

“There are many perspectives about online shopping and buy-
ing. Not all agree about online buying, but everyone now agrees 
that consumers will most likely shop online for their next auto pur-
chase,” said PEN’s Ron Greer, a PALS advisory board member who 

organized the panel. “OEMs and dealers 
are pouring money into consumer shop-
ping solutions. For the past few years, 
digital retailing companies have learned 
the importance of F&I products to the 
dealer’s overall sales process. Success-
fully including products like vehicle 
service contracts and ancillary products 
is an industry challenge. Providers can-
not completely rely on dealers and their 
vendors to effectively present products 
in this new arena.”

The discussion over digital F&I 
continued with the final session on 
the PALS agenda, “Can You Sell More 
Aftermarket Products by Going On-
line?” This tag-team presentation was 
hosted by Roger Hilterbrandt and Rony 
Maalouf, both of F&I Express. Their 
goal was to establish the P&A’s seg-
ment role in delivering on the promise 
of online product sales by introducing 
the core concepts of F&I at critical 
junctures in the shopping and buying 
process. 

“Three sessions, one common re-
frain: The world is changing and so must F&I,” Gesualdo said. 
“And that simply can’t happen until we as an industry decide how 
to proceed. It’s a great responsibility held by a powerful group of 
executives, and we are proud to have hosted them in New Orleans.”

StoneEagle F&I’s Trinder concurred. 
“This year’s P&A Leadership Summit was one of our best 

yet,” he said. “Each of our speakers and panelists delivered great 
content and the attendees were engaged throughout. It is clear 
that PALS continues to play a critical role in the advancement of 
our industry. I would like to thank all who helped with the con-
tent preparation, all those who presented, and, of course, the at-
tendees. We look forward to meeting you all again at next year’s 
event.”  

©gettyimages.com/ImageGap

Where else can a P&A 
executive get up to 
speed on the sheer 

number of trends and 
topics our speakers 

covered?
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A flurry of mergers and acquisitions among F&I product providers and administrators 
has many executives wondering whether and when their company could be next. 

TRENDS IN M&A FOR 
F&I ADMINISTRATORS

M
ergers and acquisitions are top 
of mind for many in the indus-
try as administrators are being 
acquired at a rapid pace. In the 
last three months, it has been 

announced that Portfolio Group is being 
acquired by Abry Partners, American Auto 
Guardian was acquired by Amynta, and 
Spectrum Automotive Holdings (d.b.a. 
Vanguard Dealer Services) was acquired 
by Cornell Capital. 

Over the past three years, more than 10 
administrators have been acquired by stra-

tegic and private equity firms … and more 
deals are in the market. 

Across all sectors of the economy, pri-
vate equity has ample funds to be deployed, 
which, coupled with historically low-cost 
debt, is driving competition for deals. As of 
June, there was $1.5 trillion of private equi-
ty that had not yet been invested. 

A noticeable trend in private equity 
investing is that, according to Pitchbook, 
add-on investments now account for 68% 
of all deals. Add-on acquisitions average 
down the aggregate acquisition multiple 

over time and drive growth for the orig-
inal platform. There are numerous ex-
amples of add-on acquisitions in the F&I 
industry, including Madison Dearborn 
Partners-backed Amynta’s aforementioned 
acquisition of American Auto Guardian.

WHAT DRIVES THE VALUE 
OF ADMINISTRATORS?

There are multiple factors driving value, 
but the most important are persistence 
of and growth opportunities for revenue, 
such as:

By Gina Cocking

©gettyimages.com/Martin Barraud
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• Distribution channels: Distribution 
through a direct sales force is more valu-
able than distribution through indepen-
dent agents. When an administrator owns 
the relationship with the dealership, there 
is a higher certainty that those sales will 
continue.

• The stickiness of relationships with 
dealerships: Buyers evaluate the strength 
and persistence of relationships. Relation-
ships built on more than product sales 
— such as income development, private 
label products, reinsurance, compliance 
training, and website development — are 
stronger. 

• Client diversification: Higher diver-
sification insulates administrators from the 
volatility arising from the loss of a client. 
Note that revenues by client are measured 
at the dealership group, not store, level. 
Generally, the minimum threshold per 
dealership group is 20%.

• Scale: Larger companies trade for 
higher multiples. At scale, administrators 
likely have more diversification and effi-
ciency.

• New vs. used mix: Private equity buy-
ers have concerns about declining new car 
sale forecasts and currently prefer a mix of 
more product sales on used vehicles.

• Financial performance: Continu-
ously improving historical and projected 
profits.

HOW CAN AN 
ADMINISTRATOR 

PREPARE TO SELL?
First and foremost, a company should have 
its financial house in order. The financials 
should be audited and a sell-side quality 
of earnings on modified cash financials 
should be completed. The finance team 
should have a fast monthly close (15 days 
or less) on both cash and modified cash fi-
nancial statements.

Second, a third-party actuarial report 
is a necessity. The insurance company 
providing the CLIP evaluates an adminis-
trator’s reserves, however, this will not be 
sufficient in a buyer’s diligence process. 

If the seller does not have a third-party 
report, the buyer will bring in an actuari-
al firm to review the portfolio, which, can 

past few years, and valuations are higher 
than we have seen.   

GINA COCKING IS A MANAGING DIRECTOR AND PARTNER AT 
COLONNADE SECURITIES, A BOUTIQUE INVESTMENT BANKING 
FIRM THAT SPECIALIZES IN MERGERS AND ACQUISITION 
AND CAPITAL RAISING ADVISORY SERVICES FOR CLIENTS 
IN BUSINESS SERVICES AND FINANCIAL SERVICES.

take several months and delay the close of 
a deal. Even with a seller report, the buyer 
may bring in its actuarial firm to review the 
portfolio.

Why sell now? Well, there is a signifi-
cant level of buyer interest resulting from 
the deals that have been in market over the 
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Attendees got a crash course on the F&I product review and approval process 
from F&I Sentinel’s Stephen McDaniel at the 2019 P&A Leadership Summit. 

WHAT P&A 
NEEDS TO 
KNOW ABOUT 
F&I PRODUCT 
REVIEW

D
uring the 2019 P&A Leadership Summit, F&I Sen-
tinel’s president and CEO, Stephen McDaniel, pre-
sented “Lender F&I Product Review and Approval — 
What You Need to Know,” a discussion of the review 
process from the perspective of auto finance sources 

and federal regulators. 
We caught up with McDaniel post-Summit, switching gears 

from the PALS stage to the pages of P&A, to hear about his pre-
sentation and gain an in-depth understanding of the process.

Stephen, can you tell us about yourself and the 
career path that led you to F&I Sentinel?
I became an attorney in 2004 and since that time I had a stop-
over at the Florida Supreme Court clerking for Justice R. Fred 
Lewis and then went right to work for an insurance regulatory 
law firm. Based out of Tallahassee, Fla., my entire legal career, 
Florida historically has been one of the most difficult states for 
extended warranty service contract obligor companies to do 
business in, so my legal practice gravitated towards these F&I 
products, primarily because it was difficult for those companies 
to do business in the state. 

Prior to going to law school, I was a CPA and worked for 
KPMG. I graduated undergrad in 1999 with a finance and account-
ing degree, so I have a background in the finance world as well. As 
a result of that it seems like my practice started to focus on these 
F&I products, and as I began to work with manufacturers to help 
develop their F&I product programs. 

Fast forward to 2010 when Congress enacted the Dodd-
Frank Wall Street Reform and Consumer Protection Act and 
the advent of the Consumer Financial Protection Bureau, and 
my manufacturing clients began to inquire of me as to how 
they could address the risks associated, real and perceived, 
with the financing of F&I products. Finance companies were 
beginning to see CFPB consent orders referencing these prod-
ucts and were struggling with the best way to put in place a 
comprehensive compliance plan surrounding the financing of 
the  products.

So for 10 to 15 years now, my practice has been primarily fo-
cused on F&I products, which would include anything from GAP 

waivers and service contracts to vehicle protection products. 
Anything under the umbrella of what P&A Leadership Summit 
covers is what I do, day in and day out, as an attorney. 

And that led you to present at this year’s 
conference. How was that experience? 
I enjoyed the event. I like the opportunity to see everybody. You 
guys have a good group that we typically deal with off and on, so 
it was good to chat with them, and I think they got some of their 
questions answered that could help them long-term. 

I’m a frequent speaker on the conference circuit. The Warran-
ty Chain Management conference, they’ve had me there … Oh, 
man, a long time now. I also speak at the conference that GPW 
and Associates puts on in Arizona, and there is a warranty con-
ference in Nashville I will also speak to. Anything warranty, GAP 
waiver, or service contract related, over the years, I have probably 
touched those conferences one way or another. 

So share with us what you’ve spoken at all these conferences 
about. What is it that product providers need to know about 
the way finance sources review and approve F&I products? 
The lender F&I product review model really captures multiple 
finance sources, and that’s why the term “lender” is used. Be-
cause it’s not just captive finance companies, it’s also depository 
institutions and non-depository, non-captive finance sources, 
that, over the years, since Dodd-Frank was enacted by Congress 
in 2010, have had more scrutiny placed on F&I products and the 
financing of F&I products. 

Lenders that are financing automobile purchases — and 
these products, as a result — have really started to take a look 
at the risks they are seeing, both in connection with state ex-
aminations of their business as well as at the federal level. In 
doing so, lenders have realized that they need to ensure that 
they have a comprehensive compliance system in place so that 
they’re not financing these contracts blindly, and that they are 
doing some minimum level of review to make sure that con-
sumers are getting something of value and that the products 
are compliant with state law, and to the extent applicable, 
 federal law. 

By: Kate Spatafora

Q&A:
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You referenced the CFPB’s Automobile Finance 
Examination manual throughout your presentation. 
How does that play into this process?
Under Richard Cordray, who was the prior director of the CFPB 
when the original Automobile Finance Examination manual was 
published, we noticed that there was a specific module that relat-
ed to the financing of these products. 

Fast forward to the Trump administration and Director Kathy 
Kraninger overseeing the CFPB and the bureau rewriting the man-
ual. I think part of what the F&I industry expected to see was may-
be a lessening of the guidelines directed towards these products as 
well as the overall scope of the examination. I think many in the 
industry felt like the Cordray-led CFPB was overreaching and over-
broad in terms of what they were doing with their examinations. 

So it was interesting to see when the newly appointed director 
published a revised version of the Automobile Finance Examina-
tion Manual, that it was identical if not more detailed with re-
spect to processes and questions in place regarding the financing 
of F&I products that are required of these examiners. The manual 
is a good example of the fact that the scrutiny remains in connec-
tion with the financing of these products. 

Talking to people at these conferences is one of the reasons 
we believe that the lender product approval process is probably 
not going anywhere. The risk still exists. We see the CFPB con-
sent orders and blogs that address these products and the financ-
ing of them. So I think because of that, finance sources have no 
choice but to stand up and take notice and make sure they’ve got 
things in place to address those risks. 

And again, that exam manual, that’s not a suggestion for these 

examiners. Those are the processes that they are directed and re-
quired to go through.

Knowing the process isn’t going anywhere, what 
does that mean for F&I product providers? 
First and foremost, always make sure you are having someone, ei-
ther internally or externally, conducting legal compliance reviews 
in all of the states where you offer products, or where the products 
could potentially be sold. Regulatory compliance is key, obviously. 

The other thing I would say, that at least for the F&I compa-
nies that we are working with, we always tell the registered users 
and the F&I product providers to pay attention to what we call 
“minimum business requirements.” Those are the finance com-
panies’ minimum requirements in order for an F&I product to be 
eligible for financing. These minimum business requirements, or 
MBRs as we refer to them, try to address UDAAP risks — for Un-
fair, Deceptive, or Abusive Acts or Practices — identified through 
a review of CFPB consent orders and state examination findings 
in connection with the financing of F&I products. 

These MBRs are typically created through the finance com-
panies’ evaluation of what is going to result in value to the con-
sumer, and in reviewing consent orders from the CFPB and state 
examinations and trying to create rules to address risks identified 
through the review of those consent orders and exam findings. 

So paying close attention to those MBRs is key for F&I product 
providers because, in some instances, you might have a product 
that complies with a state law, but maybe that state law doesn’t 
have a lot on the books with respect to what types of disclosures 
need to be in a contract. 

©gettyimages.com/sesame
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But if a CFPB consent order has illuminated a risk to a finance 
company, as a result that finance company might adopt a mini-
mum business requirement applicable to the product. Which is 
why we at F&I Sentinel make sure that those business require-
ments are posted at all times on our website, so product provid-
ers who are submitting for review and approval for funding can 
always see them prior to doing so.

Are these requirements continually evolving? 
We certainly try to keep them consistent. We tell everyone that 
submits through the web portal that they should always pull 
down the most recent minimum business requirements. They all 
have a revision date on them, and they could change. A good ex-
ample is the Santander consent order issued by the CFPB. That 
was in connection with a GAP waiver and Santander paid a hefty 
fine for some marketing and sales practices. 

As a result of that, finance companies had to take a hard look 
at GAP waivers and determine what an acceptable level of risk 
was for them. That resulted in some of the finance companies we 
are working with creating new minimum business requirements 
to address the risk that was identified in that consent order. They 
do not change frequently, but if there is a consent order or some 
new exam finding, they will certainly be updated to reflect and 
address those new risks. 

What happens on the occasions when a product does not pass? 
During the review process, if a provider submits a product to 
F&I Sentinel that either does not comply with a state law or does 
not comply with the finance company’s minimum business re-

quirements, that filing of the product will be rejected and a note 
will go to that provider informing them their product did not 
pass the test for whatever reasons. 

That product provider can come back to us, correct those is-
sues and resubmit the product, and hopefully receive approval 
upon resubmission. If the products do not fully comply, F&I Sen-
tinel’s job is to ensure they are not in an approved status, so they 
would not be eligible for funding.

It sounds like F&I Sentinel plays a crucial role.
Yes, I would say for the finance companies that are using us, it is 
definitely a crucial part of the process. And it’s why we wanted 
to come out and speak at conferences like yours, so product pro-
viders are able to ask questions, that they are aware of the web 
portal and that they know how to use it. Because at the end of 
the day, in order to receive funding from the finance companies 
that are using the portal, it’s important that they are able to get 
that product approved. 

From a finance company’s perspective, I think looking to that 
Santander consent order is a good example. We don’t work with 
Santander so I do not know what process they might have in 
place, but one of the items that was addressed in that consent 
order was the CFPB directing Santander to come up with and im-
plement what they called a “comprehensive compliance plan.” It 
was intended to ensure that the marketing, offering, and provid-
ing of GAP products does not run afoul of the UDAAP prohibition 
found in Dodd-Frank. 

So part of that comprehensive compliance system can be a 
review process. And our understanding is that having a review 

Stephen McDaniel 
presented “Lender 

F&I Product Review 
and Approval — 

What You Need to 
Know” on Nov. 6 
at the 2019 P&A 

Leadership Summit 
in New Orleans.
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process in place certainly goes a long 
way towards an examiner saying this 
company is doing something to address 
the risks that the regulator has identi-
fied in relation to the financing of the 
products. 

Has there always been a set  
product review process? 
I think the reviews really began when 
finance companies started to see that 
there were examination findings pop-
ping up in state exams on the financing 
of these products, and then with the 
creation of the CFPB the urgency to 
have a review process in place probably 
increased. 

From my perspective, I think many 
finance companies, they’re in the busi-
ness of extending credit to consumers so consumers can pur-
chase a vehicle. They’re not experts in these products. So I think 
many times lenders will struggle to figure out how to address 
these risks, and that’s where we saw an opportunity to be helpful 
by assisting the finance companies in creating a process that is 
consistent from state-to-state, product-to-product provider and, 
hopefully, creates a process that is efficient and fast. Helping pro-
viders get dealers the F&I products they want to offer in their of-
fices, ensure that those products are compliant with all applicable 
laws, and not create unnecessary risk for the finance company. 

Quite frankly, I think at the end of the day, everyone involved 
in the distribution of these products wants a compliant product 
because every step of the way — be it the product provider, the 
dealer that’s selling it, or the finance company that’s financing 
it — everybody has some skin in the game and it should be every-
one’s goal to ensure that these products are being sold compliant-
ly with state and federal laws.

What led to the development of your web portal? 
Myself and Matt Nowels, my partner in the company, started 
working on lender product reviews in the background at first. It 
used to be that there were emails sent to us, we reviewed them 
and sent them back to the finance company. And then the fi-
nance company would turn those reviews around to the product 
provider. 

So I think once we got involved, we took a step back and said 
there’s a better way to do this. We thought we could streamline it 
and make it more effective. So we worked to create this web por-
tal, got that set up and began accepting submissions in February 
of this year. 

We oversee that web portal and the attorneys working for the 
company that conduct the reviews. We train the attorneys that 
are doing the reviews and work with the finance companies as 

they develop their minimum business 
requirements to make sure that we edu-
cate them on the risks that are out there 
and how the industry operates. 

I think that is one of the benefits we 
bring to this process. … We’ve worked 
with the industry over the years in our 
regulatory compliance role, and we un-
derstand how it works, so we are able to 
educate the finance companies on that 
and hopefully develop a process that 
meets everyone’s goal of getting a com-
pliant product to the market — and to 
do it as efficiently as possible. 

Did PALS attendees ask any memorable 
questions following your presentation 
that P&A readers may be thinking as 
they read this?

You know, I’m a little longwinded, as you probably already know 
from this call. So I probably took up a lot of the air in the room, 
but there was one question that was asked by a participant: 
“How are the reviews conducted?” 

I think it’s important to note, and we also talked about it at the 
conference, all of these reviews are conducted by attorneys. There 
is not a checklist that a paralegal or assistant is going through to 
review the forms. There is an attorney looking at the contract and 
applying the minimum business requirements and the state laws. 
That’s how the reviews are conducted. 

Another question posed was, “Once these approvals are re-
ceived, then what happens?” The important thing for providers to 
know is that approvals for the finance companies that currently 
utilize the company’s services are good for five years and then a 
provider would need to come back and refile the form or file for 
whatever new product they’ve got in the market at that time. And 
that is, of course, unless there is a state law change that might 
drive a new disclosure or a revised disclosure within a product 
form in which case approvals would be turned off and a form 
demonstrating compliance with the new law would be required. 

I also shared this with the folks that were at the conference: I 
think one of our goals is for this process to be as transparent as 
possible. What we have found since we went live with the web 
portal is that you’ve really got two buckets of companies. You’ve 
got companies that will pick up the phone and call us to make 
sure they understand the process and the rules that apply to the 
process. And then you’ve got companies that I think, for whatever 
reason, are a little reticent to do that. 

So what we try to tell everyone we talk to, is there is a help 
email address on the website and our phone number is available 
on the website. Don’t hesitate to call for clarification if you have 
questions. We like to help folks understand the process when we 
can, and I think it’s important for users to know that.  

I think at the end of the 
day, everyone involved 

in the distribution of 
these products wants 
a compliant product 
because every step 

of the way, everybody 
has some skin in the 
game, and it should 
be everyone’s goal 

to ensure that these 
products are being sold 
compliantly with state 

and federal laws.
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DEPT: Compliance

S
o sayeth gentle Juliet to Romeo: “What’s in a name? That which 
we call a rose / By any other name would smell as sweet.”

Obviously, Juliet didn’t understand marketing and never 
worked in the car business. Words matter. The terms em-
ployed by dealers can evoke respect or derision. They can 

distinguish a professional from a crass sales agent. In advertising, 
an image of a product or a service can be enhanced, or minimized, 
depending upon the language used in the advertisement. 

People who earn their livings laboring in vehicle retail should 
be cognizant of the terms they utilize on a routine basis. The terms 
should be technically accurate, represent the most favorable status 
of the product or service, and provide legal defenses if possible. 

Diction or phrasing can elevate the terms of the dealer offerings. 
On the other hand, using pejorative terms can sully what should be 
a respected product or service. 

Providers, agents, and dealers should make a conscious choice 
to use the following preferred terms — and insist that those that 
work with them do the same. 

VOLUNTARY PROTECTION PRODUCTS 
VS. ANCILLARY PRODUCTS

This recent example comes directly from NADA. For many years, 
most dealers referred to additional products sold in the finance 

and insurance department as “ancillary products.” Dealers may 
sometimes refer to them as “soft adds.” Worst of all, however, is 
using the term “add-on products.” 

This writer attended a conference recently and an FTC repre-
sentative kept using the term add-on products and not providing 
the respect these products deserve. Dealers need to use the pre-
ferred term and educate government regulators, and those in the 
media, as to which terms are preferred. 

The NADA’s new term, “voluntary protection products” encap-
sulates, in an extremely positive way, what these products repre-
sent. Consumers voluntarily choose to buy a product that will pro-
tect their extremely valuable new acquisition, an automobile. No 
one has ever complained about the value of a service contract or a 
GAP product when its benefits have been provided. These products 
are, indeed, voluntary protection products. 

SPOT DELIVERY VS. YO-YO DEALS
There is no better example of this matter than contrasting a spot 
delivery and a yo-yo transaction. Even major industry publications 
have adopted the term “yo-yo deals,” which is damaging to the in-
dustry’s reputation. Consumer advocates generally avoid using the 
term “spot delivery” and prefer the term “yo-yo deals.” 

This writer recalls meeting with a prominent consumer attorney 
who alleged that all spot deliveries were deceptive and were yo-yo 
deals. He failed to recognize that thousands of vehicles are retailed 
daily as spot deliveries, an entirely legitimate manner to deliver a 
vehicle. 

The use of the term “spot” simply means originating, or done on 
the spot, or for a particular purpose such as “on-the-spot news cov-
erage.” Alternatively, it means “available for immediate delivery.” 
There is nothing derogatory concerning this word or the practice 
at dealerships.  

 AVERAGE CASH VALUE VS. 
ACTUAL CASH VALUE

Regulatory audits of deal jackets often note the possible disparity 
of the “actual cash value” as opposed to the value accorded to the 
consumer for his trade-in. It’s not the government’s role to ques-
tion these details but it may encourage further examination of that 
transaction by a regulator, which is never a good development. 

An NADA attorney expressed concern about this matter several 
years ago and asserted that dealers should use “ACV” to represent 
“average cash value,” not “actual cash value.” It may help to use this 
definition for legal defense purposes. 

KICKBACK VS. RETAIL MARGIN
Several years ago, a consumer advocacy organization, which ad-
dressed financial matters, issued a study that asserted that billions 
of dollars were being kicked back to dealers for arranging financ-

A Rose by Any Other Name Doesn’t Smell as Sweet

Every member of the F&I industry can 
help protect its reputation by sticking 
to the terms that elevate, rather than 
denigrate, this important part of the 
car buying and ownership process.

BY: Terrence J. O’Loughlin,  
J.D., M.B.A.
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ing for vehicle sales. The study was quite flawed and the use of the 
word “kickback” implied the alleged deceptive practice this con-
sumer advocacy organization meant to convey. 

There is, indeed, a buy rate and a sell rate in these transactions. 
But the correct term should be “yield spread premium” or, even bet-
ter, “retail margin.” There is nothing unwarranted about profiting 
from the retail margin when selling retail installment sales contracts. 
Dealers should object to regulators, or the media, if they employ the 
term kickback when they should be describing retail margin. 

As an aside, banks have a cost of capital, which is synonymous 
with a buy rate. Banks grant loans, based upon the sell rate, just as 
dealers do. There is no true difference.  

CAR LOAN VS. RETAIL INSTALLMENT 
SALE CONTRACT

The CFPB uses the term “car loan,” so why shouldn’t every dealer? 
Many dealers use this term as well. If a dealer wants to be licensed 
as a bank and undertake all the regulations that accompany banks, 
then a dealer should use the term car loan. Nevertheless, it is sim-
ply wrong. 

Dealers transact with consumers by agreeing with them to en-
ter a retail installment sale contract that is not a car loan. A retail 
installment sale contract is addressed in the Truth-in-Lending 
Act and Regulation Z and state retail installment sales acts. When 
consumers borrow money from a bank and promise to repay the 
amount borrowed, with interest, it is called a loan. If consumers use 
this money and buy a car, it remains a loan, albeit a car loan. 

When consumers sign a retail installment sale contract, they are 
agreeing to buy a car and pay for the car over time in installments 
that include interest. Dealers can keep the retail installment sale 
contract in-house or they can sell the retail installment sale contract 
to a financing source. Dealers should call them what they are: retail 
installment sale contracts.

BIRD DOG VS. BUSINESS REFERRAL 
In some states, it is legal to refer someone to a dealer and receive 
a finder’s fee if the referral leads to a sale. The common term for 
this referral fee is a “bird dog fee,” with the referring party being 
a bird dog. It is an analogy derived from hunting dogs. 

The preferred term should be a “business referral” with a paid 
commission because of the referral. The term bird dog is uncom-
plimentary, and somewhat crass, whereas the alternative accurately 
describes the transaction without sounding akin to a scheme.  

DEAL VS. TRANSACTION 
It is a sad observation, but an accurate one, that consumers general-
ly do not enjoy the vehicle selling process. The term describing this 
process is “car deal,” which conveys some of this unpleasantness. 

The preferred term should be “vehicle transaction.” Engaging in 
a business transaction is devoid of any deprecating sales baggage. 
Acquiring a vehicle through a vehicle sales transaction provides a 
degree of professionalism. Certainly, sales transactions of $30,000 
demand nothing less. 

DOING THE PAPERWORK VS. CLOSING 
Neither the consumer nor the dealer likes “doing the paper-
work.” The only people who like paperwork are attorneys and ac-
countants. However, these humble documents can provide great 
legal support for dealer transactions. They should be thoroughly 
understood and treated as valued dealer tools. 

In order to take title and possession of an automobile, a consum-
er must undergo a signing ceremony. As in the real estate business, 
it is a “closing.” It should not be denigrated by disparaging terms 
and should be elevated.  

USED VS. PRE-OWNED 
“Pre-owned” simply sounds better than “used.” The word “used” 
implies old, weathered, secondhand, or worn. Conversely, the 
term “pre-owned” suggests that the vehicle was merely previously 
owned. It is a mild difference but as part of a marketing strategy 
characterizes the transaction more favorably. 

When taken together the choice of words can have a strong ef-
fect. Consider the difference in these two paragraphs based upon 
the choice of traditional modes of expression as opposed to utilizing 
the recommended preferred ones:

• Traditional: A dealer worked with a bird dog and paid a bird 
dog fee for the referral of a new customer. The customer agreed to 
the car deal terms for the used vehicle and financed the vehicle by 
signing a loan. The dealer received a kickback as part of this process. 
Since it was on a Sunday, the dealer could not finalize the deal but 
allowed the consumer to take custody of the vehicle as a yo-yo deal. 
The consumer agreed to add-on products, as well, while doing the 
paperwork. There was a trade-in and the dealer credited the cus-
tomer with less than the actual cash value (ACV). 

• Preferred: A dealer received a referral for a new customer and 
paid a finder’s fee to the referring party. The consumer agreed to the 
transaction’s terms for the preowned vehicle and financed the vehi-
cle by signing a retail installment sales contract. The dealer received 
a retail margin as part of this process. Since it was on a Sunday, the 
dealer could not finalize the transaction but allowed the consum-
er to take custody of the vehicle as a spot delivery. The customer 
agreed to purchase voluntary protection products, as well, at the 
closing. There was a trade-in and the dealer credited the customer 
with less than the average cash value (ACV).

The two paragraphs are markedly different in tone but, essential-
ly, state the same facts. However, in a news report, the “preferred” 
paragraph would portray a dealer far more favorably, and that’s the 
whole point: Words matter.

For many years, the Gallup Survey has ranked professions based 
upon trustworthiness. Nurses are consistently at the top of the 
rankings and car salesmen are unfailingly at the bottom. Profession-
alizing the language could help change this result and help advance 
the profession in numerous ways. 

Govern yourselves accordingly.   

TERRENCE J. O’LOUGHLIN IS DIRECTOR OF COMPLIANCE  
FOR THE REYNOLDS AND REYNOLDS COMPANY.
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The second annual Technology Challenge 
gave Industry Summit attendees a chance 

to learn about a series of new products 
and services and vote for their favorite. 

F&I TECHNOLOGY 
IN THE SPOTLIGHT

A
t the 2019 Industry Summit, five F&I technology compa-
nies competed in the second annual Technology Chal-
lenge, an interactive session featuring rapid-fire presen-
tations followed by an audience vote.

“Technology Challenge is a competition in the truest 
sense of the word,” said David Gesualdo, Industry Summit show 
chair and publisher of Bobit Business Media’s Dealer Group. “Pro-
viders get a chance to demo their wares, and attendees get to recog-
nize their favorites.”

This year’s lineup of competitors included both technology and 
service providers. First to take the stage was Line\5’s business de-
velopment specialist, Jennifer Richter. Immediately following, we 
heard 700Credit’s pitch by Bob Lettis, the company’s vice president 
of strategic alliances and business development. Presenting on be-
half of AutoFi, head of digital retail, Joe St. John, captivated attend-
ees during their portion of the Challenge. Next up, reigning winner 
Your Dealer Experience (YDE) was ready to take on their compet-
itors with a presentation by Steven Apicella, president of Strategic 
DX, home of the YDE platform. Last, but certainly not least, Reyn-
olds and Reynolds’ director or product planning, Ed Pontis, closed 
the show with his presentation.

A STEP AHEAD OF THE COMPETITION
“For AutoFi, that means being a trusted partner that delivers on 
our vision of becoming the industry standard digital shopping and 
purchase experience,” AutoFi’s St. John said.

He added that as a company they are staying ahead by in-
vesting in the dealer success organization that takes care of our 
customers so they realize the value and benefits from embracing 
AutoFi, and, a product purchase experience that reduces friction 
and creates trust between the customer and dealer.

Leading up the event, P&A spoke with a few of this year’s 
competitors to see what they are doing to stay a step ahead of 
the competition and if they had any tips or advice for companies 
working to develop and, subsequently, integrate new products 
and services into the F&I industry.

Your Dealer Experience’s, Apicella, said their company takes sig-
nificant pride in observing and learning from the many important 
perspectives that are touched by their solution. Looking through 
the eyes of the customer, dealer, agent, service provider and TPA, he 
added, helps them engineer and deploy solutions with meaningful 
and unique value. 

 “The Achilles heal of seizing opportunity is when a solution is 
only measured by how it selfishly helps the one delivering it. There 
is tremendous currency when we deliver solutions based on how it 
will truly serve the needs of others.”

Lettis of 700Credit believes companies should continue to try 
new ideas and concepts to see what works for a particular dealer-
ship. Find a company with a product, idea, or concept that will stand 
behind their product or recommended process by offering a free tri-
al with vendor support to prove that their concept will work for the 
dealer. 700Credit offers this and, reportedly, dealers are much more 
willing to try new concepts if it is a win-win for all.

“Dealers should start to take notice of the changing customer 
preferences driven by the online solutions that are creating a more 
rewarding car shopping experience. It is not something to be feared 
but it should be embraced and included into brick and mortar expe-
rience. The solutions are already here and waiting for the dealers.”

Line\5 provides financing outside of the auto finance deal to help 

By Kate Spatafora

Edward Pontis, Reynolds 
and Reynolds

Joe St. John, AutoFi

©gettyimages.com/d1sk
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dealers sell F&I products. Richter said the company builds systems 
that work for everyone involved, listening is the most important 
thing they do, and they always take feedback very seriously. If users 
request something or have an idea to make something better, they 
make those changes for them to have a great user experience. To 
remain accommodating and a team player, they 
have an in-house engineering team that develops 
their own proprietary software but can also ac-
commodate every dealership request. 

“I love going to these events as well as pre-
senting in front of the F&I industry. When the 
Tech Challenge was offered, I thought to myself, 
‘Wow! A room full of people wanting to learn 
more about what we love to do.’ Doesn’t get bet-
ter than that.”

A WINNER IS CROWNED
Industry Summit attendees had the opportu-
nity to cast their votes digitally as event orga-
nizers tracked the progress. On the final day of 
the event, attendees and Technology Challenge 
competitors gathered for the results. And, for 
the second consecutive year, Your Dealer Expe-
rience would be retuning to the office on Mon-
day morning with another win!

For those of you who were not able to attend, 
P&A spoke with the company’s presenter, Steven 
Apicella, to get a brief explanation of what went into the winning 
presentation. 

“Our presentation highlighted our dealer/customer engage-
ment platform and how it fuels the modern ‘experience’ of own-
ing an F&I product. Since the introduction of the iPhone in 2007, 
and the subsequent advancements in the modern smartphone era, 
the F&I portion of the automotive industry has not fully leveraged 
these powerful devices and their mass adoption across all gener-
ations,” he said.

Apicella then posed some questions, that he said really got at-
tendees thinking during his presentation: Should a customer or ser-
vice advisor be able to engage with all their purchased F&I products 
in one modern app with the ability to fully process a claim when 
service is needed, even when multiple F&I third-party administra-
tors exist? 

Further, should they be able to have full transparency of their 
agreement details in one app, especially when multiple TPAs exist? 
Should the selling dealer be able to engage their customers with 
push notifications and stylized messages for a post sales connection 
in the same app where their customer can engage with their pur-
chased F&I products? 

“This is a wakeup call for our industry,” said Apicella. “Millen-
nials and Gen Zs aren’t coming, they’re already here. Truth is, Gen 
Xs and Baby Boomers expect the same simple accessibility and con-
venience. YDE is a transformative, organic pathway to solve this 
significant industry problem. We’re not asking the dealer or TPA to 
change their current admin software as a requirement to engage. 

YDE is a pure customer experience horsepower 
plug-in, powered by the TPAs, for all F&I products 
including mechanical, limited warranty, ancillary, 
GAP/DAP, theft, roadside assistance, and whatev-
er else is offered or can be imagined in the F&I 
world.”

Apicella said he believes the multiple TPA envi-
ronment is a reality and asked us to think about it 
from their perspective. 

“Deploying an app today that only connects 
to one F&I TPA’s products or that only process-
es certain types of claims contributes to the cur-
rent customer/dealer engagement nightmare, it 
doesn’t solve it. With YDE, we didn’t just digitize 
the claims process, we’ve dramatically improved 
it to the betterment of all. The F&I TPAs gain a 
simplified user experience to intelligently improve 
claim processing speed, data accuracy, increased 
loss control, TPA managed auto adjudication and 
significantly reduced call volume.” 

During the presentation, Apicella noted that it 
is just as important that the TPA, agent, and deal-

er gain a significant sword to wield on the emerging battlefield of 
customer experience, exceeding the expectations of today’s cus-
tomer. The service advisor also improves their customer engage-
ment strength with a logical process to deliver F&I product service, 
overcoming the maze of disconnected TPA pathways that today 
distracts from a positive retention opportunity. And lastly, by en-
dorsing the dealer in this unified platform, it transforms outdated 
private branding methods into the next generation dealer/customer 
private experience.

“We’re proud to have won the Industry Summit Technology 
Challenge in 2018 and 2019, said Apicella.  “Thank you to all that vot-
ed and who support this important mission. Leaders have emerged 
and more continue to engage, leveraging the power of Your Dealer 
Experience. It’s cliché, but always true: By strengthening others, we 
strengthen ourselves.”  

Jennifer Richter, Line\5

Steven Apicella, Your 
Dealer Experience

Bob Lettis, 700Credit
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A
t November’s P&A Leadership Summit, Daniel Liev-
rouw served as moderator for “F&I Product Selling in 
a Digital Marketplace.” The executive vice president 
and CIO of American Guardian Warranty Services 
was joined by Provider Exchange Network’s Carl Ci-

aramitaro, Jonah Cole of Dealer Inspire, Ken Murer of APC 
Integrated Services Group, Joe St. John of AutoFi, and Drive’s 
Matt Weinberg. 

P&A caught up with Lievrouw shortly after the event to 
learn how he forged a career at the intersection of F&I technol-
ogy and operations, how new advancements are accelerating 
the evolution of the digital F&I space, and how to get your kids 
into classic rock. 

DAN, YOU WENT FROM IT DIRECTOR 
TO EVP AND CIO. LOOKING BACK, 

HAS IT ALL GONE TO PLAN? 
In the grand scheme of things, it has somewhat all gone to 
plan. I went to college for an operations management and in-
formation systems degree. They called it OMIS. I don’t even 
know if that degree exists anymore. Coming out of school and 
early in my career, I was more focused on the operations side, 
but I got pulled into the technology side more and more. 

WHY WAS THAT? 
I think it’s because I was able to take the business case and 
translate it to what we needed to do. I had the operational 
mindset. I’m not a developer, but I can envision it and trans-
late it and help manage that process from incubation all the 
way through. 

And to be honest, I enjoy it. Operations can get a little dry 
at times. And understanding the technology end allows you to 
look at things with a focus on how to leverage technology to do 
things better. 

HOW DID YOU CONNECT WITH 
AMERICAN GUARDIAN? 

I worked with Rogers Freedlund, our CEO and founder, in a 
past life, at North American Warranty Services. We were at 
a conference around 2006 and he asked if I could come in as 
a consultant. They needed help with their website presence, 
needed to make sure their phone systems worked. So I came 
in as a pure technology consultant, not even a systems con-
sultant. 

We were at this point in time when the industry was trying 

An Interview With Daniel Lievrouw

Look at the change happening in 
dealerships today. Everything is 

speeding up exponentially.

P&A brings the F&I industry forward with Daniel Lievrouw, executive vice 
president and CIO of American Guardian Warranty Services Inc. 

By Tariq Kamal

Lievrouw is the vice president and chief information 
officer for AGWS and president of American Guardian 
Systems Inc. Since joining the company in 2008 he 
has continued to create opportunities and technology 
tools that are key to the growth of the company.
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to evolve. We were on a hosted AS/400, an old green screen 
information system. It was very fast, but only from a form con-
nectivity standpoint. Econtracting and erating were not even 
part of the equation at the time. 

Our systems provider at the time wanted AGWS to bring 
an AS/400 in-house. Rogers asked if I wanted to come in and 
manage the process. I said I would only come on full-time if I 
could look at other options. I was not sure an AS/400 sitting in 
a closet at American Guardian was the best decision. 

So I did demos of administration systems and we found F&I 
Administration Solutions, formerly NAT — this was before Da-
vid Trinder and Kumar Kathinokkula owned it — and ended 
up going with them. It took 18 months to do the conversion 
the right way and then we immediately started building other 
tools. We had the industry’s first online graphical appearance 
protection claims portal. We gave the consumer the ability to 
go online and “place” dents on their 
vehicle. That was about 10 years ago. 

We also started to build our first 
menu, Turbo Rater, and go electron-
ic. Now we’re about 98% electronic 
and we’ve been there for about the 
last three years. 

WHO ARE THE 2%? 
We have a handful of dealers who are pure paper, but that 2% 
also includes dealers who just signed on and wrote a contract 
over the weekend. Or it’s a dealer whose internet was down. 

And we’re not going to complain about 98% electronic. Our 
executive team and I have spent years in this industry, watching 
the technology evolve. We saw erating and econtracting coming 
down the pike. Back then many people said it would never work 
and the industry was slow to adopt even the simplest thing. 
Look at how long it took for dealers, agents, and even adminis-
trators to wrap their arms around it, ultimately understanding 
it was a necessity and a benefit to all involved. 

Now look at the change happening in dealerships today. Ev-
erything is speeding up exponentially.

IS THE INDUSTRY WHERE IT NEEDS TO BE?
The industry has to be where it needs to be. Dealers and agents 
aren’t going to tolerate anything less. 

THE QUESTION KEEPS COMING 
UP AT INDUSTRY SUMMIT AND 

PALS: HOW MUCH INFORMATION 
ABOUT F&I PRODUCTS, UP TO 

AND INCLUDING PRICING, SHOULD 
BE ON DEALER WEBSITES?

Even my team, internally, has a different view of that. When 
I moderated the panel on online F&I, I had many of my sales 
team there watching. We had the executives from AutoFi, 
Dealer Inspire, and Drive. We had Carl from PEN to tell us how 
the data moves in these models and then Ken from APC was 
there to give us the post-sale digital marketing perspective. 

I started by giving everyone five minutes to tell their story. 
My story was that, six years ago, I met with two companies that 
were doing equity mining. They would take the dealer’s DMS 
data, scrub it, and find customers that were in an equity posi-

tion. They would put together a beau-
tiful presentation and email or mail 
it out to the consumer: “Here’s your 
current vehicle, your current month-
ly payment, and your factory warran-
ty expired. Here’s the new make and 
model and all the benefits, and here’s 
your new, lower monthly payment.” 

But they were never going back to verify that the payment 
only included the right rebates. When you set it up, you’re go-
ing to apply every rebate you can. And it never even considered 
F&I. Yes, your new payment was going to be cheaper, but it was 
also guaranteed to change. 

I ended up working with those guys for several months. How 
can we work together so that, when we do this presentation, 
we can say “Here’s your vehicle with full coverage”? We want 
to make sure that monthly payment is as accurate as possible 
and you’ve started the conversation over products. Because in 
my mind, all this tech is hopefully there to make the F&I office 
something other than a secondary sales office. 

It was a very impassioned panel and we actually ran out of 
time. I had to skip from the first question to the last question: 
“How do administrators work with you guys? How do we en-
gage you? How do you manage the process and how do you set 
up rates?” What we learned was there is a process, but it’s kind 
of disengaged. The two sides aren’t talking to each other. 

But the irony was, at the end of it, I sat down and talked with 
my sales team. And they said, “You can’t put pricing online.” 
And I said why would you not? And they said, “Well, it breaks 
the entire F&I discussion.” 

It’s amazing the disparity in the understanding of how these 
tools work. Had we made it to question No. 2 with the panel, 

There simply isn’t a 
technology platform 

today that can replace a 
good F&I person.
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it would have been: “Is this tool there to solve the shopping 
experience or the buying experience?” Meaning, are we taking 
the F&I experience out of the dealership and completely on-
line? Or can we change the shopping experience and make F&I 
a secondary experience at the dealership? 

I think the majority of people hope the latter is the answer. 
You have to have someone there to answer questions. That is 
critical to maximizing profitability and the consumer’s under-
standing of what they’re buying. There simply isn’t a technolo-
gy platform today that can replace a good F&I person. 

These solutions allow the customer to review and help un-
derstand what the F&I process and products are. Give them a 
chance to think about it and come up with some questions. The 
F&I professional can answer those questions and spend more 
time engaging that consumer rather than selling the customer. 

AND THE MORE CONFIDENT THE 
CONSUMER FEELS IN THEIR DECISION, 

THE FEWER CHARGEBACKS. 
I would think so because the consumer is making an educated 
decision. There are plenty of studies out there proving that, 
if you allow the customer to research F&I, your PVR will go 
up. I’m a believer in that. Once you’ve gone through the sales 
process, waited around, then landed in the F&I office, you have 
no idea what’s going to be thrown at you. Control that better, 
make it a more engaging situation, and I absolutely think the 
consumer will make a better decision. 

WHAT ABOUT PRICING? 
I absolutely believe we have to get to the point where we are 
willing to disclose pricing, but we need the tools and processes 
in place to ensure that this pricing is uniform across all plat-
forms and presentations, online or in the F&I office. 

AND IF THE DEALER WANTS TO DO THAT 
TODAY, HOW ACCURATE CAN IT BE?

The hurdle is trying to figure out the continuity of that. We still 
have different people in the dealership managing those pricing 
points. If the consumer has made it all the way through, what 
price points have they already agreed to? You can’t start the 
menu presentation over, so there is this potential disconnect 
between the consumer experience — the sales cycle — and the 
transition to the F&I office. 

AND IF IT ISN’T SEAMLESS, AND 
THE NUMBERS CHANGE, THE 
CUSTOMER’S TRUST IS LOST. 

Once you’ve done that, they start questioning every step. So 
getting that right hopefully will change the way consumers 

think about the car buying experience. People like Carvana. 
It’s not that Carvana is better than a dealership. They don’t 
offer half the services a dealership does. Why would you want 
to buy a car that way, other than it’s easy and hassle free? 

So how can we make the purchasing decision easy and not 
frustrating? How do you do that? Transparency is the key. Con-
sumers are not dumb. Just assume they’re smarter. If you don’t 
offer the price, they’ll go hunting for it. 

WHAT’S ON YOUR AGENDA FOR 2020?
We’ve got a number of things. We’re coming out with a new ver-
sion of our menu. It’s been in the pipeline for probably two years. 
It’s designed to allow dealers to disengage the F&I experience. 

DISENGAGE HOW? 
To be able to engage the consumer at home, on their couch, 
anywhere they’re at, and allow the F&I process to start in an 
engaging and controlled manner. If we can get that piece tied 
into the sales process, that can be very powerful. 

Disengage can also mean bringing F&I into the sales process 
— one place to store all your rating, all your product informa-
tion, and unify the online sales process with a transition to F&I. 
And we expect that to be available in early 2020.

We also have a fully online claims tool we’ve been using in-
ternally for about six months that will be released to the public 
in Q1 as well. It will have a level of AI built into it for decision-
making so we can assist in the claims process, help make auto-
mated decisions. Consumers can go online, see their vehicle, 
see coverages, and submit a claim and in some cases they can 
fully facilitate a claim. 

DOESN’T SOMEONE HAVE TO REVIEW IT? 
In certain cases, we will allow the tool to do self-authoriza-
tion. We always talk about the end user experience, but it’s 
about the dealer’s experience as well. Making it easy for the 
consumer makes it easy for the dealership, and that puts us in 
a better competitive spot. 

We are also always looking for ways to make the agent ex-
perience better. It’s up to the agent to decide who they want to 
work with today. My goal is to make it easier to pick American 
Guardian. 

HOW’S THE FAMILY? 
My oldest, the boy, is getting ready to graduate college. As is 
my second, a girl. She’s caught up with her brother. She’s a 
year younger but she’s going to graduate in a month. She wants 
to be a lawyer. She is the planner of the family, the executor 
— everything documented, knows where she’s going to be to-
morrow. And my son is the consummate salesman. He can talk 
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to anybody; he’s fantastic at that. If the two of them were to 
partner up, they would be unstoppable. 

And then my younger daughter is a junior in high school. 
She’s getting ready to launch into college. She wants to be a 
doctor. So I’m trying to do as much as I can with them before 
they’re gone. Right now I’m in Vegas, getting ready to surprise 
my older daughter with tickets to the Aerosmith concert. 

SHE’S AN AEROSMITH FAN? 
She is a huge Aerosmith fan. It’s the strangest thing. We’re big 
into Disney and it all started with the Rock ’n’ Roller Coaster. 

WORKING IN A SEGMENT OF THE 
AUTO INDUSTRY THAT OTHER 

PEOPLE IN THE INDUSTRY OFTEN 
DON’T FULLY COMPREHEND, DID 
YOUR KIDS UNDERSTAND WHAT 

YOU DID, GROWING UP? 
I’m still not sure they totally understand. People would ask, 
“What does your father do for a living?” To listen to them 
explain, it’s kind of funny. They understand the surface. “He 
works with car dealerships.” Beyond that, it gets kind of vague. 

I have brought my son to conferences. He’s got an idea of 
what’s going on. He loves talking and working with people, 
loves that aspect of it. My older daughter did an internship with 
American Guardian, on the legal aspect. She has a game plan, 
and it’s not in the auto industry, but if she changes her mind, I 
would like to work with all my kids. Ultimately, I want them to 
be happy and engaged in whatever they’re doing.  

To be able to engage the 
consumer at home, on their 

couch, anywhere they’re at, and 
allow the F&I process to start 
in an engaging and controlled 

manner. If we can get that piece 
tied into the sales process, that 

can be very powerful.
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I
n an age of tightening front-end gross, 
dealers search for ways to reserve 
profits on the vehicles they sell. One 
such tactic is the practice of includ-
ing the price of products or services 

on every vehicle sold before a customer 
walks on the lot. The products or services 
are thus called “preloads.”

Is preloading legal or illegal? The an-
swer, of course, is “Yes” — it just depends 
on how you do it.

Before we parse this topic, let’s remind 
ourselves of the “Guiding Principles of 
Compliant F&I”:

1.Be truthful.
2. Be transparent.
3. Be reasonable.
4. Document every step of the process.
5. Befriend a lawyer.
What follows is how we follow those 

guiding principles when it comes to pre-
loads.

NOT WHAT MONRONEY 
HAD IN MIND

Because preloads need to be disclosed 
somewhere, let’s begin with the adden-
dum sticker. In the beginning (1958, any-
way) was the Monroney label, that man-
datory factory-installed sticker on every 
new car that sets forth MSRP, standard 
equipment and options, and average fuel 
economy. 

Sometime later, the first dealer 
thought of adding an addendum sticker 
that looked just like the Monroney label. 
The idea, one assumes, was to create the 
illusion that the addendum sticker was 

factory mandated, and the products listed 
thereon were somehow as mandatory as 
the engine displacement identified on the 
Monroney label.

See Guiding Principles 1, 2, and 3, above.
To be clear, in order to be transparent, 

any preloads need to be disclosed right up 
front and in a manner that is not confus-
ing or misleading. An addendum sticker is 
a fine way of doing that. Just be sure the 
sticker doesn’t look like a continuation 
of the Monroney label. Different colors, 
fonts, and the dealership logo are ways to 
accomplish this. Better still, use all three.

Preloaded products should be indi-
vidually listed and priced. Price them as 
if they were being sold individually in the 
F&I box, then, include a discount for pur-
chasing the bundle (if allowed in your ju-
risdiction). You need to build value. This 
is one way to do so.

Here’s an example: 

Add a final disclosure that states the 
obvious: “Items listed are optional and 
subject to negotiation.” Do not horn-
swoggle customers by implying the pre-
loads are mandatory. This is a car deal 
— everything’s negotiable! Don’t try to 
hide behind a sneaky tactic; build value 
instead. And never, ever, try to lever the 
preload into sales pressure. (“Sure, you 
can get the truck without the bedliner, but 
it will take 16 weeks for delivery.”)

Preloaded products may be either 
“hard adds” or “soft adds.” What’s the 
difference? Hard adds are items actually 
attached to the vehicle, such as a spray-
on bedliner on a pickup truck or a Bose 
eight-speaker stereo system. Hard adds 
increase the value of the vehicle itself. 
Soft adds do not. The distinction is 
 crucial.

Because soft adds, such as service con-
tracts, etch, and key replacement, do not 

Preloads, Profits, and Payment Packing

The F&I industry 
continues to be plagued 
by malfeasance at the 
retail level. Attorney and 
compliance expert gets P&A 
executives up to speed.  

BY: Jim Ganther Stock No. 8239324
VIN 123456789101112

Make Ford
Model Mustang Ecoboost Premium Coupe
Year 2020

Manufacturer Retail Price: $34,000.00
Dealer-added Options
TruWarranty $750.00
 Lifetime Powertrain service contract
TruIdentity $120.00
 1 year of fully-managed ID restoration and Dark
 Web monitoring for entire family
TruPaint $169.00
 1 year of external appearance protection
TruKey $180.00
 1 year key fob return and replacement protection
TruPPM $180.00
 2 oil change services and 2 tire rotations in first year
Subtotal $1,399.00
PACKAGE DISCOUNT $400.00
Subtotal $999.00
TOTAL $34,999.00
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enhance the value of the vehicle itself, 
their cost should not be included in Line 1 
of the retail installment sale contract. 

Why? Because Line 1 sets forth the 
cash price of the vehicle, plus accessories 
(meaning hard adds), taxes and mandato-
ry fees. In other words, the value of the 
collateral. 

BANK FRAUD AND 
PAYMENT PACKING

Overstating the value of collateral, once 
the RISC is purchased by a finance source, 
can be construed as bank fraud.

Don’t do bank fraud.
Soft adds belong in Line 4, “Oth-

er Charges Including Amounts Paid to 
Others on Your Behalf,” unless you’re in 
California. In California amounts paid to 
others goes in Line 5.

What about “squishy adds,” like paint 
and fabric protection? Something — a 
chemical treatment — has actually been 
added to the vehicle. Because the bulk 
of the value is the guarantee backing up 
the chemicals’ performance, I would treat 
them as soft adds. 

But in case of doubt, contact your 
bank rep and ask. Document the response 
(Guiding Principle 4). And once docu-
mented, run it past your lawyer — who 
wants to trust legal advice from a bank 
rep? See Guiding Principle 5.

Why the care to properly disclose pre-
loads? Because if you don’t, your preload 
program could be construed as payment 
packing.

Don’t pack payments.
The most succinct official definition 

of payment packing goes back to a 1999 
resolution of the National Association 
of Attorneys General: “‘Packing’ is the 
deceptive practice of misrepresenting 
monthly payments to consumers during 
auto sales and lease negotiations in order 
to facilitate the sale of automobile related 
products and services.”

Implicit in NAAG’s definition of pack-
ing payments is the necessity of an accu-
rate monthly payment. And that payment 
must be based on the actual cost of the ve-
hicle, plus taxes and mandatory fees. If the 
vehicle includes preloaded products, those 

products must be unambiguously under-
stood and agreed to by the customer.

ACCURATE AND 
DEFENSIBLE

If there is one fixed star in the F&I heav-
ens, it is this: Customers must be present-
ed with a payment that is accurate and 
based upon a representative term and APR. 

What term? Your dealership’s actual 
current average term is best. The national 
average is also defensible (69 months as 
of this writing). Reasonable and common 
terms can work (say, 60 and 72 months). 
But using a 36- or 48-month term when 
no one in your market finances at those 
terms is not defensible, and creates a de-
ceptively high monthly payment quote.

What APR should you use for first 
pencil quotes? Either the 90-day rolling 
average for your store (which can become 
unwieldy and fall into disuse) or, more 
simply, your captive finance source’s Tier 
2 rate. Of course, once a customer’s credit 
is pulled (with the customer’s express per-
mission, duh), the actual APR for which 
the customer qualifies should be used.

Assuming the APR and term are ac-
curate and representative, what is the 
amount to which they are applied? In a 
transaction with no preloads, that’s easy: 
the vehicle alone (with taxes and fees). 
But in a transaction with preloaded items, 
the base payment would include the price 
of those items. The inclusion of those 
items and their price must be clear and 
unambiguous. 

It is a best practice to get the customer’s 
signature near that disclosure to confirm 
understanding and consent. In the absence 
of a clear disclosure and evidence of under-
standing and consent, you have — at least 
— the appearance of payment packing.

How can you demonstrate that a 
transaction was on the up-and-up? One 
way, is to list two payments on the first 
pencil: “base vehicle only” and “vehicle as 
offered,” (which would include the pre-
loaded products). Don’t fear the payment 
differential; embrace it and build value. 

But two payments at the same APR 
and term could itself seem confusing, and 
confusion is the very thing we’re trying 

to avoid. One large dealer group permits 
a customer signature on the addendum 
sticker, buyer’s order, or worksheet to 
demonstrate understanding and consent. 
The point is to unambiguously confirm 
that the customer knew exactly what the 
customer was getting.

Once the process gets to the F&I menu 
presentation, be sure to (accurately) list 
the vehicle price with the preloads (if ac-
cepted by that point) as the starting point. 
On any accept/decline acknowledgement 
sheet the customer signs at the end of 
the menu presentation, be sure the ac-
cepted/declined options are identified as 
additional options. This will highlight the 
fact that the preloads were included in the 
transaction before the menu presentation 
began.  

JAMES GANTHER IS PRESIDENT OF MOSAIC COMPLIANCE 
SERVICES AND CO-FOUNDER OF AUTOMOTIVE COMPLIANCE 
EDUCATION, A TRAINING AND INDUSTRY CERTIFICATION COMPANY.

APPLYING THE 
GUIDING PRINCIPLES 
OF COMPLIANT F&I 

Here are the specific steps to take to re-
duce the risk of packing payments when 
preloading products:

•  Disclose that the preloaded products 
are dealer-added options and subject 
to negotiation. 

•  DO NOT include soft adds in Line 1 
of the RISC until you’ve checked with 
your bank rep and local attorney.

•  Clearly disclose the inclusion of the 
preloaded products in the first pencil 
— and get the customer’s signature to 
document understanding and consent 
early in the process.

•  Don’t gouge. Be sure the preloaded 
products are priced appropriately, per-
haps at a meaningful discount below 
what they would cost individually if 
purchased separately.

•  If the product is a hard add and it’s on 
the addendum sticker, be sure it’s actu-
ally on the vehicle!

•  Review the Guiding Principles of Com-
pliant F&I.

•  Memorize Guiding Principle 5.



If you missed the certification exam
at Industry Summit 2019, you can still 
register and certify online!

Congratulations to the new
ACE CERTIFIED

Automotive Compliance Specialists!

Thank you to everyone who visited us in New Orleans!

Automotive Compliance Education is the affordable compliance
certifcation that can have a big impact on your career.

ACE trains, certifies, and annually updates dealership and industry personnel. 
Role-specific, online and affordable, ACE certification proves your 
commitment to compliance.  

Invest in you.

AceCert.org | info@AceCert.org




