
Topics in F&I Compliance
How “Rate Sheets” can help drive fair  
and equitable treatment of credit applicants

Background   
When a customer seeks to purchase a  
vehicle from Dealer – unless the customer is 
purchasing the vehicle for cash or with the 
proceeds of a loan obtained outside of the 
dealership – the customer will be purchasing 
the vehicle on credit from Dealer. Dealer is 
the original creditor in the transaction.  
Most times, Dealer will sell the resulting 
credit instrument (i.e., the retail installment 
sales contract) to a third party finance source.  
This is a separate commercial transaction 
between Dealer and the finance source.

To purchase the vehicle, the customer will 
apply for credit. In connection with this 
request, Dealer will consider the applicant’s 
credit application and creditworthiness.  
With respect to every aspect of the credit 
transaction, Dealer must treat all applicants 
in a fair and equitable manner.

Applicable law 
Dealers are considered “creditors” under  
the Equal Credit Opportunity Act (ECOA)  
and among other requirements, Dealers  
are required to comply with the non- 
discrimination provisions of ECOA and  
its implementing regulation, Regulation B 
(collectively referred to as ECOA). The ECOA

   
prohibits discrimination in any aspect of  
a credit transaction based on race, color, 
religion, national origin, sex, marital status, 
age (provided the applicant is old enough to 
enter into a binding contract), the fact that 
any of a customer’s income is derived from 
any public assistance program, or the fact 
that a customer has, in good faith, exercised 
any right under the Consumer Credit 
Protection Act. These categories are called 
“prohibited bases” and persons that are the 
subject of these prohibited bases are referred 
to as “protected classes.”

Additionally, states and localities may  
have laws that contain additional prohibited 
bases such as: ancestry, gender identity or 
expression, genetic information, learning 
disability, matriculation, military status, 
personal appearance, physical or mental 
disability, political affiliation, pregnancy, 
parenthood, order of protection status, 
religious creed, sexual orientation, status  
as a victim of intra-family offense, or 
unfavorable discharge from the military. 
Thus, Dealer should understand what its 
state and local laws require.

With respect to every aspect  
of  the credit transaction,  
Dealer must treat all applicants  
in a fair and equitable manner.” 

“



Sample dealer policy 
Dealer strictly prohibits discriminating against 
any consumer with respect to any aspect of a 
credit transaction on prohibited bases. Dealer 
further strictly prohibits violating laws that 
prohibit unfair and deceptive credit practices.  
In this regard, Dealer has the following 
policies, among others that may exist  
outside of this policy:

1. Making credit available to qualified 
applicants, including credit involving 
dealer participation, without 
discriminating on a prohibited basis;*

2. Not discouraging an applicant for 
completing or submitting an application 
for credit on a prohibited basis;

3. Making all necessary ECOA disclosures, 
and if applicants seek joint credit, 
obtaining evidence of their intent to 
apply for joint credit at the time of 
application;

4. Providing all notices required under  
the ECOA, including notices of adverse 
action, as applicable.

5. With respect to all aspects of the credit 
transaction, treating, and offering 
assistance and service to customers  
in a fair and consistent manner;

6. Providing consumers with the 
information necessary to understand 
product terms and conditions to make 
informed decisions;

7. Not engaging with any unfair, deceptive 
or misleading credit practices;

8. Ensuring all employees involved in the 
credit-granting process are appropriately 
trained in Dealer’s policies and 
procedures related to fair credit laws; and

9. Ensuring that any complaints related to 
fair credit, or unfair or deceptive acts or 
practices are escalated to Dealer’s 
management to ensure that they are 
promptly and appropriately addressed.

Sample dealer policy rate sheet
In accordance with the above policy, Dealer 
uses a Rate Sheet to set the dealer participation 
to determine the final APR offered and charged 
to a credit applicant. The Rate Sheet is used  
as follows:

• The applicant must be told that “all 
rates, terms and payments are subject to 
credit approval by the dealership and the 
finance company that will purchase the 
retail installment contract.”

• The rates on the Rate Sheet must not be 
deviated from without the prior approval 
of the head of F&I Managers or the 
General Manager.

• Once the prior approval has been 
received, to deviate from the Rate Sheet 
the following process must be followed:

– The Rate Sheet Deviation form must 
be (1) completed identifying with the 
rate applied and the reason for the 
deviation, which must be selected 
from an approved list of  deviation 
reasons; (2) signed by the  head of 
F&I Managers General Manager; (3) 
filed in the deal jacket (the original); 
and (4) provided (a copy of it) to the 
Office Manager to be logged in the 
Rate Sheet Deviation Log.

– The Office Manager shall maintain  
a file with copies of the Rate Sheet 
Deviation forms, together with the 
Rate Sheet Deviation Log.

– The following information shall be 
logged in the Rate

 Sheet Deviation Log:

• Name of the salesperson  
who sold the vehicle;

• Name of the F&I person who 
worked on the transaction;

• Name of the head of F&I 
Managers or General Manager 
who approved the deviation;

• Rate that was applied;

• Reason for the deviation  
(selected from the list of 
approved deviation reasons  
on the form); and

• Date of the deviation.



• The Dealership Manager shall review  
and evaluate the information recorded  
in the Rate Sheet Deviation Log on a 
weekly/monthly basis to ensure that the 
deviations are appropriate and consistent 
with Dealer’s fair and responsible credit 
policies and other operational policies.  
As necessary, the Dealership Manager 
may review the underlying Rate Sheet 
Deviation forms.

– The Dealership Manager may/will 
consider the following factors:

• Number of deviations;

• Personnel that are involved  
in and using the deviations;

• Reasons for the deviations;

• Amount (i.e., measure) of the 
deviations and rates applied; and

• Ensure that the Rate Sheet 
Deviation Log and Rate Sheet 
Deviation forms are being 
completed properly.

– The findings will be used to 
determine: (i)  if dealer personnel 
need coaching, training, additional 
guidance regarding how to use the 
Rate Sheet and/or the Rate Sheet 
Deviation form, or corrective action; 
(ii) whether changes are needed to 
the Rate Sheet, the Rate Sheet 
Deviation form, or this policy; (iii) 
whether any of Dealer’s other policies 
need change; or (iv) whether any 
additional internal controls or other 
action may be necessary.

• At no time should a customer be 
promised that the dealer will obtain  
the “best rate available” or words to  
that effect.

• If a customer demands to know exactly 
what their APR or monthly payment will 
be before submission and approval of  
the credit application, F&I Manager  
must be involved.

• Examples of acceptable reasons for 
deviation include:

– The finance source has imposed a 
dealer participation cap that does  
not permit the designated dealer 
participation amount;

– The customer’s monthly payment 
constraints won’t allow for the  
dealer participation;

– The customer has stated that he  
or she has an equal or more 
competitive rate;

–  There is a special or promotional 
offer made available to all customers  
on the same terms; and

– Reduction of inventory 
considerations, with the 
substantiation of such noted  
in the Rate Sheet Deviation form.

Patricia E.M. Covington is a partner in the 
Virginia office of Hudson Cook, LLP. Patty 
has significant experience in the areas of 
dealer, credit, and privacy law.

She can be reached at 804-212-1201  
or by email at pcovington@hudco.com. 

Hudson Cook, LLP practices in the area of 
consumer financial services and privacy 
law. The firm, founded in 1997, offers a 
full range of legal regulatory and 
compliance services in all areas and 
aspects of extending credit to consumers 
at the federal level, all 50 states and the 
District of Columbia, including auto sales, 
finance and leasing, mortgage financing 
and home equity programs, credit cards, 
boat financing, e-commerce, and other 
consumer credit services. In addition,  
the firm maintains a robust practice  
in the areas of privacy, data security,  
and marketing compliance.
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* Dealer participation is the amount of finance charge income you earn from 
originating retail installment sale contracts. It is the difference between the 
contract APR and the buy rate quoted to you by the finance source buying  
the contract.

 Regulators and customer attorneys sometimes refer to dealer participation  
as “mark-up”. Zurich recommends you avoid using this term because it does  
not accurately describe the transaction. You and the customer establish the 
contract APR. The “buy rate” is part of a separate commercial transaction in  
which you sell the contract to a finance source. The term mark-up suggests  
it is all one transaction.

 Dealer participation is also sometimes called “dealer reserve”.

The information in this publication was compiled from sources believed to be reliable 
for informational purposes only.  All sample policies and procedures herein should 
serve as a guideline, which you can use to create your own policies and procedures.  
We trust that you will customize these samples to reflect your own operations and 
believe that these samples may serve as a helpful platform for this endeavor. Any 
and all information contained herein is not intended to constitute legal advice and 
accordingly, you should consult with your own attorneys when developing your 
programs and policies.
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Are you ready for an F&I proposal from Zurich?
Contact your Finance & Insurance Executive or submit   
your request using one of the following options:

Phone: 800-840-8842 ext. 7449
Email: zdm.management@zurichna.com
Online: www.zurichna.com/proposal

For more information visit: www.zurichna.com/automotive


