
1 

 

California Dealer  
Pre-Licensing & Continuing Education 

Handbook 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Dealer Intel 
Dealer Educat ion Made Simple 

 

Dealer Intel is a DMV Approved Dealer Education Provider offering Pre-Licensing, 

and Continuing Education Courses since 2007. 



2 

 

CHAPTER 1 ........................................................................................................................................................... 10 

BASIC LICENSING REQUIREMENTS OF DEALERS ................................................................................................... 10 

DEALER APPLICATION REQUIREMENTS ................................................................................................................ 10 

VEHICLE DEALER LICENSE FEES ............................................................................................................................. 10 

DEALER LICENSE TYPES ........................................................................................................................................ 10 

RETAIL USED VEHICLE DEALER LICENSE ............................................................................................................................. 10 

WHOLESALE-ONLY USED VEHICLE DEALER LICENSE ............................................................................................................ 10 

AUTO BROKER ENDORSEMENT ............................................................................................................................ 11 

GENERAL INFORMATION ................................................................................................................................................ 11 

DEALER PRE-LICENSING EDUCATION PROGRAM .................................................................................................. 11 

DMV DEALER EXAMINATION ............................................................................................................................... 11 

RED FLAGS RULE—IDENTITY THEFT PREVENTION PROGRAM ............................................................................... 12 

PROGRAM REQUIREMENT .............................................................................................................................................. 12 

ELEMENTS OF THE PROGRAM ......................................................................................................................................... 12 

VEHICLE DEALER BOND REQUIREMENTS .............................................................................................................. 12 

BOND SUBJECT MATTER ................................................................................................................................................ 12 

BOND AMOUNT ........................................................................................................................................................... 13 

DEALER’S ESTABLISHED PLACE OF BUSINESS ........................................................................................................ 13 

GENERAL INFORMATION ................................................................................................................................................ 13 

ZONING ...................................................................................................................................................................... 13  

WHOLESALE-ONLY DEALER DISPLAY EXEMPTION ............................................................................................................... 14 

RESIDENTIAL OFFICE ..................................................................................................................................................... 14 

ESTABLISHED PLACE OF BUSINESS DISCLOSURES ................................................................................................. 14 

LICENSE AND SIGN ........................................................................................................................................................ 14 

POSTING OF BUSINESS HOURS AND DAYS OF OPERATION ..................................................................................................... 14 

INSPECTION OF VEHICLE SIGN ......................................................................................................................................... 15 

CONTRACT CANCELLATION OPTION SIGN .......................................................................................................................... 15 

DISPLAYED LIST OF ADVERTISED VEHICLES ......................................................................................................................... 16 

STATE BOARD OF EQUALIZATION SELLER’S PERMIT ............................................................................................................. 16 

BUSINESS LICENSE ........................................................................................................................................................ 16 



3 

 

BUSINESS RECORD RETENTION ............................................................................................................................ 17 

RETENTION PERIOD ...................................................................................................................................................... 17 

LOCATION OF BUSINESS RECORDS ................................................................................................................................... 17 

ELECTRONIC COPY OF BUSINESS RECORDS ......................................................................................................................... 17 

BRANCH LOCATION.............................................................................................................................................. 18 

GENERAL RULE ............................................................................................................................................................ 18 

BRANCH EXEMPTION .................................................................................................................................................... 18 

TEMPORARY BRANCH LOCATION ......................................................................................................................... 19 

GENERAL INFORMATION ................................................................................................................................................ 19 

NOTICES ..................................................................................................................................................................... 19  

AUTO BROKER ENDORSEMENT ............................................................................................................................ 19 

GENERAL INFORMATION ................................................................................................................................................ 19 

RULES APPLICABLE TO AUTO BROKERS ............................................................................................................................. 20 

AUTO BROKER’S LOG .................................................................................................................................................... 20 

VEHICLE DELIVERY ........................................................................................................................................................ 20 

BROKER’S FIDUCIARY DUTIES .......................................................................................................................................... 20 

BROKER TRUST ACCOUNT .............................................................................................................................................. 21 

BROKER AGREEMENT .................................................................................................................................................... 21 

UNLAWFUL BROKER ACTIVITIES....................................................................................................................................... 22 

RENEWAL OF DEALER LICENSE AND SPECIAL PLATES ........................................................................................... 23 

TIME REQUIREMENTS .................................................................................................................................................... 23 

CONTINUING EDUCATION PROGRAM ............................................................................................................................... 24 

AUTOMATIC CANCELLATION OF DEALER’S LICENSE AND SPECIAL PLATES............................................................ 24 

BUREAU OF AUTOMOTIVE REPAIR (BAR)—DEALER REGISTRATION ..................................................................... 24 

DEFINITIONS................................................................................................................................................................ 24  

ILLEGAL OPERATION OF AUTOMOTIVE REPAIR FACILITY ........................................................................................................ 25 

CHAPTER 2 ........................................................................................................................................................... 26 

VEHICLE SALE PROCEDURES ................................................................................................................................. 26 

RETAIL SALE APPLICATION DEADLINES ................................................................................................................. 26 

GENERAL RULE ............................................................................................................................................................ 26 



4 

 

APPLICATION ERRORS AND CORRECTIONS ......................................................................................................................... 26 

ADMINISTRATIVE SERVICE FEES (ASF) .................................................................................................................. 26 

GENERAL INFORMATION ................................................................................................................................................ 26 

ADMINISTRATIVE SERVICE FEE BILLINGS ............................................................................................................................ 27 

POWER OF ATTORNEY ......................................................................................................................................... 27 

GENERAL INFORMATION ................................................................................................................................................ 27 

CALIFORNIA TITLES .............................................................................................................................................. 27 

FEDERAL OVERSIGHT ..................................................................................................................................................... 27 

TYPES OF CALIFORNIA TITLES .......................................................................................................................................... 27 

Noncomplying Pink Title (“pink slip”) .................................................................................................................. 27 

Noncomplying Rainbow Title .............................................................................................................................. 27 

Complying Rainbow Title .................................................................................................................................... 27 

Complying Pink Title with Blue Border (New 12/03) ........................................................................................... 28 

Complying California Certificate of Title (New 6/2010) ...................................................................................... 28 

PROCESSING THE CALIFORNIA TITLE ................................................................................................................................. 28 

RUSH TITLES ................................................................................................................................................................ 28 

THE CALIFORNIA AUTOMOBILE SALES FINANCE ACT (CASFA) .............................................................................. 29 

CONDITIONAL SALE CONTRACT ....................................................................................................................................... 29 

Conditional Sale Contract Defined ...................................................................................................................... 29 

Conditional Sale Contract General Requirements ............................................................................................... 29 

Conditional Sale Contract Terms ......................................................................................................................... 29 

Conditional Sale Contract Required for Retail Sale ............................................................................................. 32 

Conditional Sale Contract Requirements ............................................................................................................ 32 

Conditional Sale Contract Not Executed ............................................................................................................. 32 

Rescission of Conditional Sale Contract—Third Party Financing......................................................................... 32 

Seller Breach of Conditional Sale Contract—Buyer’s Remedies For Trade .......................................................... 32 

Enforceability of the Conditional Sale Contract .................................................................................................. 32 

RECORD RETENTION PERIOD .......................................................................................................................................... 33 

ATTORNEY’S FEES FOR PREVAILING PARTY ........................................................................................................................ 33 

CRIMINAL LIABILITY ...................................................................................................................................................... 34 

CAPS ON FINANCE MARKUP ........................................................................................................................................... 34 

WRITTEN DISCLOSURE OF ADD ON ITEMS ......................................................................................................................... 34 

INTEREST RATE TYPES ................................................................................................................................................... 35 



5 

 

Simple Interest Basis ........................................................................................................................................... 35 

Simple Interest Loan Amortization Calculation Example .................................................................................... 36 

Simple Interest Amortization Chart ..................................................................................................................... 37 

Precomputed Interest Basis ................................................................................................................................ 38  

DEALER CARRY BACK FINANCING ......................................................................................................................... 38 

THE TRUTH IN LENDING ACT—REGULATION Z ..................................................................................................... 38 

FINANCE TERMS ........................................................................................................................................................... 38 

CONSUMER CREDIT SCORE DISCLOSURE .............................................................................................................. 39 

VEHICLE REPOSSESSION—CONTRACT DEFAULTS ................................................................................................. 40 

FEDERAL BUYERS GUIDE ...................................................................................................................................... 43 

DISPLAY REQUIREMENTS................................................................................................................................................ 43 

CUSTOMER COPY ......................................................................................................................................................... 43 

CONTRACT CANCELLATION OPTION AGREEMENT ................................................................................................ 44 

SEPARATE DOCUMENT REQUIRED .................................................................................................................................... 44 

PURCHASE PRICE .......................................................................................................................................................... 44 

RESTOCKING FEES ........................................................................................................................................................ 45 

REFUNDS .................................................................................................................................................................... 45  

TRADE-INS—FREE CANCELLATION OPTION ....................................................................................................................... 45 

TRADE-INS—CONSUMER PAYS FOR CANCELLATION OPTION ................................................................................................ 45 

30 DAY EXEMPTION RULE.............................................................................................................................................. 46 

VEHICULAR AIR POLLUTION CONTROL (SMOG) ................................................................................................... 46 

GENERAL RULE AND EXEMPTIONS.................................................................................................................................... 46 

DEALER RESPONSIBILITY ................................................................................................................................................ 46 

WHOLESALE TRANSACTIONS ........................................................................................................................................... 46 

SMOG FEE REIMBURSEMENT .......................................................................................................................................... 47 

RETAIL REPORT OF SALE (ROS) FORM .................................................................................................................. 47 

GENERAL INFORMATION ................................................................................................................................................ 47 

DISTRIBUTION OF THE REPORT OF SALE–USED VEHICLE (REG 51) ......................................................................................... 47 

Application Copy (upper original section) ........................................................................................................... 47 

Dealer’s Book Copy (upper duplicate section) ..................................................................................................... 47  

Purchaser’s Temporary Identification Copy (bottom portion of the original) ..................................................... 47 



6 

 

5-Day Dealer’s Notice (bottom portion of the duplicate) .................................................................................... 48 

OTHER REPORT OF SALE (ROS) PROCESSING INSTRUCTIONS ................................................................................................. 48 

Processing a Sale When The Original ROS Was Lost ........................................................................................... 48 

Processing Corrections on the ROS ..................................................................................................................... 48 

Processing a Completed ROS after Voiding a Sale .............................................................................................. 49 

Processing an ROS for a Vehicle to be Registered in Another State .................................................................... 49 

Processing an ROS when Buyer Demands the Certificate of Title ....................................................................... 49 

Processing an ROS after Consumer Returns Vehicle ........................................................................................... 49 

WHOLESALE REPORT OF SALE (WROS) ................................................................................................................. 49 

DISTRIBUTION OF THE WROS (REG 396) ........................................................................................................................ 49 

VOIDED WROS (REG 396) FORMS ................................................................................................................................ 49 

WHOLESALE ROLLBACK ................................................................................................................................................. 50 

STORAGE AND SECURITY OF REPORT OF SALE (ROS) FORMS ............................................................................... 50 

VEHICLE VERIFICATION (INDICIA VERIFICATION) .................................................................................................. 50 

GENERAL INFORMATION ................................................................................................................................................ 50 

AUTHORIZED VEHICLE VERIFIERS INCLUDE: ........................................................................................................................ 50 

DEALER RESPONSIBILITY FOR FEE COLLECTION .................................................................................................... 51 

GENERAL RULE ............................................................................................................................................................ 51 

CALCULATING REGISTRATION FEES ................................................................................................................................... 51 

CALIFORNIA REGISTRATION FEE EXEMPTION ...................................................................................................................... 51 

TRANSFER FEES ............................................................................................................................................................ 52 

DOCUMENT PREPARATION SERVICE FEES .......................................................................................................................... 52 

REFUND OF EXCESS FEES................................................................................................................................................ 52 

REPOSSESSIONS—WAIVER OF PENALTY FEES (DEALER AUCTION SALE) .................................................................................. 52 

SALES TAX ............................................................................................................................................................ 53 

COLLECTING SALES TAX ................................................................................................................................................. 53 

SELLER’S PERMIT .......................................................................................................................................................... 53 

SALES TAX CALCULATION ............................................................................................................................................... 53 

TAXABLE ITEMS ............................................................................................................................................................ 53 

NON-TAXABLE ITEMS .................................................................................................................................................... 54 

SALES TAX COLLECTION EXEMPTION ................................................................................................................................ 54 

USE TAX ..................................................................................................................................................................... 54  



7 

 

ONE TRIP PERMITS ............................................................................................................................................... 54 

NATIONAL MOTOR VEHICLE TITLE INFORMATION SYSTEM REPORT—NMVTIS .................................................... 55 

DEALER’S RESPONSIBILITY .............................................................................................................................................. 55 

CALIFORNIA BRANDED TITLES ......................................................................................................................................... 55 

COMMON TITLE BRANDS IN OTHER STATES: ...................................................................................................................... 56 

NEGOTIATING A VEHICLE SALE IN A FOREIGN LANGUAGE ................................................................................... 57 

GENERAL RULE ............................................................................................................................................................ 57 

TRANSLATION NOTICE TO CONSUMER .............................................................................................................................. 57 

TRANSLATION EXCEPTION .............................................................................................................................................. 57 

CONSUMER’S REMEDIES ................................................................................................................................................ 58 

BUY-HERE-PAY-HERE DEALER SALE REQUIREMENTS ............................................................................................ 58 

BUY-HERE-PAY-HERE DEALER DEFINED ........................................................................................................................... 58 

BUY-HERE-PAY-HERE (BHPH) DEALER DISCLOSURE .......................................................................................................... 58 

BUY HERE PAY HERE DEALER MANDATORY WARRANTY ...................................................................................................... 59 

BUY-HERE-PAY-HERE DEALER GPS AND IGNITION NOTICE .................................................................................................. 60 

CHAPTER 3 ........................................................................................................................................................... 62 

DEALERSHIP BUSINESS PRACTICES ....................................................................................................................... 62 

ADVERTISING ....................................................................................................................................................... 62 

ADVERTISING DEFINED .................................................................................................................................................. 62 

VEHICLE HISTORY ......................................................................................................................................................... 62 

VEHICLE CONDITION ..................................................................................................................................................... 62 

ADVERTISED PRICE ....................................................................................................................................................... 62 

RETURNED VEHICLES ..................................................................................................................................................... 62 

IDENTITY OF DEALER ..................................................................................................................................................... 63 

UNLAWFUL ADVERTISING ACTIONS .................................................................................................................................. 63 

ADVERTISING CERTIFIED VEHICLES ................................................................................................................................... 65 

SIMULATED CHECKS PROHIBITED ..................................................................................................................................... 65 

SIMULATED CHECKS DEFINED ......................................................................................................................................... 66 

DISCLOSING KNOWN MATERIAL DAMAGE ON NEW VEHICLES ............................................................................ 66 

CALIFORNIA VEHICLE CODE DEFINITION OF “NEW VEHICLE” ................................................................................................. 66 

DEALER RESPONSIBILITY ................................................................................................................................................ 66 



8 

 

MATERIAL DAMAGE DEFINED ......................................................................................................................................... 67 

ODOMETER DISCLOSURE ..................................................................................................................................... 67 

MANDATORY REPORTING .............................................................................................................................................. 67 

FEDERAL ODOMETER DISCLOSURE REQUIREMENTS ............................................................................................................. 67 

ODOMETER TAMPERING ................................................................................................................................................ 68 

SERVICE, REPAIR OR REPLACING THE ODOMETER ................................................................................................................ 68 

ODOMETER DISCLOSURE FOR REPOSSESSED VEHICLES ......................................................................................................... 68 

CALIFORNIA VEHICLE CODE—DIVISION 12 SAFETY REQUIREMENTS .................................................................... 69 

DIVISION 12 EQUIPMENT LIST ........................................................................................................................................ 69 

Lighting Equipment ............................................................................................................................................. 69 

Brakes ................................................................................................................................................................. 69  

Windshields and Wipers ...................................................................................................................................... 69  

Mirrors ................................................................................................................................................................ 69  

Horns ................................................................................................................................................................... 70  

Exhaust Systems .................................................................................................................................................. 70  

Safety Belts ......................................................................................................................................................... 70  

Tires ..................................................................................................................................................................... 70  

Odometers .......................................................................................................................................................... 70 

Bumpers .............................................................................................................................................................. 71 

LEMON LAW BUYBACK DISCLOSURE .................................................................................................................... 71 

DISCLOSURE OF NON-CONFORMITY BEFORE SALE .............................................................................................................. 71 

SERVICE AGREEMENT .......................................................................................................................................... 71 

DEALER SPECIAL PLATES ...................................................................................................................................... 71 

DISPLAYING ORIGINAL LICENSE PLATES ............................................................................................................................. 72 

UNPERMITTED USE OF DEALER SPECIAL PLATES ................................................................................................................. 72 

INDIVIDUALS WHO ARE PERMITTED TO USE SPECIAL PLATES ISSUED TO A DEALER .................................................................... 72 

LENDING DEALER LICENSE, SUPPLIES, OR BOOKS ................................................................................................. 73 

SALESPERSONS .................................................................................................................................................... 74 

DEFINITION OF SALESPERSON ......................................................................................................................................... 74 

SALESPERSON LICENSE ................................................................................................................................................... 74 

EMPLOYING OR TERMINATING SALESPERSON ..................................................................................................................... 74 



9 

 

SALESPERSON AND DEALER RESPONSIBILITIES .................................................................................................................... 74 

BIRD DOG FEES .................................................................................................................................................... 75 

CONFIDENTIAL DEALER COMPUTER RECORDS ..................................................................................................... 75 

DEFINITIONS................................................................................................................................................................ 75  

PROHIBITED ACTIONS .................................................................................................................................................... 75 

DMV ENFORCEMENT ACTIONS ............................................................................................................................ 76 

ADMINISTRATIVE .......................................................................................................................................................... 76 

CRIMINAL ................................................................................................................................................................... 76  

CIVIL .......................................................................................................................................................................... 76  

EXAMPLES OF DMV ADMINISTRATIVE ACTIONS .................................................................................................. 76 

MODIFICATIONS TO DEALER LICENSE .................................................................................................................. 77 

TIME REQUIREMENTS TO MODIFY LICENSE ........................................................................................................................ 77 

DMV MODIFICATION FORM—OL 21.............................................................................................................................. 77 

DEALERSHIP LOCATION CHANGE ..................................................................................................................................... 77 

MODIFYING OWNERSHIP STRUCTURE ............................................................................................................................... 78 

CORPORATION ............................................................................................................................................................. 78 

LIMITED LIABILITY COMPANY (LLC) ................................................................................................................................. 78 

WORKERS COMPENSATION INSURANCE .............................................................................................................. 79 

GENERAL INFORMATION ................................................................................................................................................ 79 

CONSEQUENCES FOR FAILING TO OBTAIN INSURANCE .......................................................................................................... 79 

DEALER PRACTICE EXAMINATION ...................................................................... ERROR! BOOKMARK NOT DEFINED. 

CHAPTER 1 ......................................................................................................... ERROR! BOOKMARK NOT DEFINED. 

CHAPTER 2 ......................................................................................................... ERROR! BOOKMARK NOT DEFINED. 

CHAPTER 3 ......................................................................................................... ERROR! BOOKMARK NOT DEFINED. 

EXAM ANSWER KEY ........................................................................................... ERROR! BOOKMARK NOT DEFINED. 

 

 

 



10 

 

Chapter 1 

Basic Licensing Requirements of Dealers 
 

Dealer Application Requirements 

DMV’s Application Checklist (Form OL 248B) provides specific instructions on how to apply for a vehicle 

dealer license in California. You can obtain the form online at:  

https://www.dmv.ca.gov/portal/dmv/detail/vehindustry/ol/dealer.  

 

Vehicle Dealer License Fees 

1. $175 for the original license, or an ownership change which requires a new application 

2. $125 for the annual renewal of a license 

3. $70 for a firm name change, address change, change in the corporate officer structure, or the 

addition of a branch location 

4. The fee for an autobroker’s endorsement to a dealer’s license is as follows: 

I. $100 for the original endorsement 

II. $75 for the annual renewal of the endorsement 

 

Dealer License Types 

Retail Used Vehicle Dealer License 

Permits the sale of used vehicles on a retail basis to the public and wholesale basis to licensed vehicle 

dealers. A “retail sale” is a sale of goods to a person for the purpose of consumption and use, and not 

for resale to others, including, but not limited to, an arrangement where a motor vehicle is consigned to 

a dealer for sale.  

 
Wholesale-Only Used Vehicle Dealer License 

Permits the sale of used vehicles solely to licensed vehicle dealers. 
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Auto Broker Endorsement 

General Information 

Permits licensed dealers to arrange, negotiate, assist, or effectuate, for a fee or compensation, the 

purchase of a new or used vehicle (not owned by the dealer) for a person(s). 

 

Dealer Pre-Licensing Education Program  

All persons who apply for a vehicle dealer license must complete a dealer pre-licensing education 

program. Completion certificates will be valid for submission with original dealer license applications 

for a period of only one year from the date of program completion. 

 
When a firm, corporation, association, limited liability company, or a partnership submits a dealer 

license application, at least one person who is part of the ownership structure and who is required to 

submit a personal history statement, and who will have primary responsibility for managing the day to 

day dealership business which is reliant on the subject matter knowledge contained in the dealer 

examination shall be required to complete a dealer pre-licensing educational program.  

 

DMV Dealer Examination  

Every person who applies for a dealer’s license is required to take and successfully complete a written 

examination administered by DMV’s Occupational Licensing Division before a license is issued. The 

applicant is required to pass the examination with a minimum score of 70%. The cost of taking or 

retaking the dealer examination is $16. 

 
When a firm, corporation, association, limited liability company, or a partnership submits a dealer 

license application, at least one person who is part of the ownership structure and who is required to 

submit a Personal History Statement, and who will have primary responsibility for managing the day to 

day dealership business which is reliant on the subject matter knowledge contained in the dealer 

examination shall be required to pass the dealer examination.  

 
At least one person who has passed the dealer examination must continuously be part of the ownership 

structure of all firms, corporations, associations, limited liability companies, or partnerships which are 

issued vehicle dealer licenses.  
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All dealer applicants must present a current California driver license (DL) or California identification 

card (ID) issued by DMV as personal identification prior to being allowed to take the dealer examination. 

Any applicant who fails the dealer examination will not be eligible to retake it for at least one week.  

 

Red Flags Rule—Identity Theft Prevention Program 

Program Requirement 

Each financial institution or creditor that offers or maintains one or more covered accounts must 

develop and implement a written identity theft prevention program that is designed to detect, prevent, 

and mitigate identity theft in connection with the opening of a covered account or any existing covered 

account. The Program must be appropriate to the size and complexity of the financial institution or 

creditor and the nature and scope of its activities. 

 
Elements of the Program 

The Program must include reasonable policies and procedures to: 

 
1. Identify relevant red flags for the covered accounts that the financial institution or creditor offers or 

maintains, and incorporate those red flags into its program; 

2. Detect red flags that have been incorporated into the program of the financial institution or 

creditor; 

3. Respond appropriately to any red flags that are detected to prevent and mitigate identity theft; and 

4. Ensure the program (including the red flags determined to be relevant) is updated periodically, to 

reflect changes in risks to customers and to the safety and soundness of the financial institution or 

creditor from identity theft. 

 
Dealers can find more information regarding the applicability of the Red Flags Rule and its specific 

requirements at www.ftc.gov and 16 C.F.R. (Code of Federal Regulations) § 681.  

 

Vehicle Dealer Bond Requirements 

Bond Subject Matter 

Before a dealer’s license is issued or renewed by the DMV to any applicant, the applicant must procure 

and file with the DMV a bond executed by an admitted surety insurer and conditioned that the 
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applicant shall not practice any fraud or make any fraudulent representation which will cause a 

monetary loss to a purchaser, seller, financing agency, or governmental agency.  

 
Bond Amount 

A dealer’s bond shall be in the amount of $50,000, except the bond of a dealer who deals exclusively in 

motorcycles or all-terrain vehicles shall be in the amount of $10,000. The bond amount of a dealer who 

sells vehicles on a wholesale basis only, and who sells fewer than 25 vehicles per year, shall be $10,000.  

 

Dealer’s Established Place of Business 

General Information 

A dealer’s established place of business consists of an office and a vehicle display area that is situated 

on the same property. The office must be established to the extent that its construction is not 

temporary, transitory or mobile in nature. A trailer coach office is acceptable provided it is not a part of 

the dealer's vehicle inventory and offered for sale while being used as an office of the dealership. 

 
The display area of the established place of business, of each branch location, and additional display 

areas shall be of sufficient size to physically accommodate vehicles of a type for which the dealership is 

licensed to sell. The display area must be clearly for the exclusive use of the dealer for display purposes 

only.  

 
Additional display areas are permitted within a radius of 1,000 feet from the principal place of business 

and any licensed branch location without being subject to separate licensing. However, such display 

areas must also meet the signing requirement of the established place of business as outline above. 

 
A dealer conducting more than one type of business from their established place of business must 

provide a clear physical division between the types of business involving vehicles or their component 

parts. The established place of business shall be open to inspection of the premises, pertinent records, 

and vehicles by any peace officer during business hours. 

 
Zoning 

The location of the dealer’s established place of business must comply with local zoning regulations. 

Specifically, an applicant must check with the city or county’s zoning authority to determine whether 

the land upon which the dealership will be situated is zoned for such usage. The applicant is required to 
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obtain the appropriate property use form completed by an official of the zoning authority and attach it 

to their application for processing.  

 
Wholesale-Only Dealer Display Exemption  

A dealer who is a wholesaler involved for profit only in the sale of vehicles between licensed dealers, 

shall have an office, but a display area is not required. 

 
Residential Office  

When a room in an apartment house building or single or multiple-unit dwelling house is used as an 

office of an established place of business, the room must be devoted exclusively to and occupied for the 

office of the dealer, be located on the ground floor, and constructed so as to provide a direct entrance 

into the room from the exterior of the building.  

 

Established Place of Business Disclosures 

License and Sign 

A dealer’s established place of business and branch location(s) must have posted in a place conspicuous 

to the public: 

1. The original or exact copy of the dealer license issued by DMV.  

2. The original or exact copy of each salesperson license issued by DMV.  

3. A sign or device providing the dealer’s name and address. The sign or device must be at least two 

square feet per side and readable from a distance of at least 50 feet. 

 
The sign or device must be of a permanent nature and erected on the exterior of the office or on the 

display area. A temporary sign or device may suffice when a permanent sign is on order. Evidence of 

such order shall be submitted to the DMV prior to issuance of a temporary permit or license. 

 
This section does not apply to a Wholesale-Only Dealer. 

 
Posting of Business Hours and Days of Operation 

Dealers are required to post a sign identifying their days and hours of operation in a conspicuous 

location. The sign should be placed inside the office and on the exterior door.    
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Inspection of Vehicle Sign 

Every dealer who displays or offers one or more used vehicles for sale at retail shall post a notice not 

less than 8 inches high and 10 inches wide, in a place conspicuous to the public, which states the 

following: 

 
 

NOTICE TO PUBLIC: INSPECTION OF VEHICLE 

The prospective purchaser of a vehicle may, at his or her own expense and with the approval of the 

Dealer, have the vehicle inspected by an independent third party either on or off these premises. 

 

  
This section does not apply to a Wholesale-Only Dealer. 

     
Contract Cancellation Option Sign 

Every dealer must display a notice, not less than 8 inches high and 10 inches wide, in each sales office 

and sales cubicle of a dealer’s established place of business where written terms of specific sale or 

lease transactions are discussed with prospective purchasers or lessees, and in each room of a dealer’s 

established place of business where sale and lease contracts are regularly executed, which states the 

following:       

 
 

NOTICE TO PUBLIC: CONTRACT CANCELLATION OPTION 

 

“THERE IS NO COOLING-OFF PERIOD UNLESS YOU OBTAIN A CONTRACT CANCELLATION OPTION” 

 

California law does not provide for a "cooling-off" or other cancellation period for vehicle lease or 

purchase contracts. Therefore, you cannot later cancel such a contract simply because you change your 

mind, decide the vehicle costs too much, or wish you had acquired a different vehicle. After you sign a 

motor vehicle purchase or lease contract, it may only be canceled with the agreement of the seller or 

lessor or for legal cause, such as fraud. 

 

However, California law does require a seller to offer a 2-day contract cancellation option on used 

vehicles with a purchase price of less than $40,000, subject to certain statutory conditions. This contract 
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cancellation option requirement does not apply to the sale of a motorcycle or an off-highway motor 

vehicle subject to identification under California law. See the vehicle contract cancellation option 

agreement for details. 

 

This section does not apply to a Wholesale-Only Dealer. 

 
Displayed List of Advertised Vehicles 

Every dealer must display in its showroom at its established place of business, in a place that is easily 

accessible to prospective purchasers, a listing of each vehicle that the dealer has advertised for sale if 

the vehicle meets all of the following requirements:  

 
1. The vehicle is advertised for sale in a newspaper or other publication of general circulation, or in any 

other advertising medium that is disseminated to the public generally, including, but not limited to, 

radio, television, or the Internet. 

2. The vehicle is advertised at a specific price.  

3. The vehicle has not been sold or leased during the time that the advertised price is valid. 

4. The vehicle does not clearly and conspicuously have displayed on or in it the advertised price. 

 
The listing may be satisfied by posting in the showroom a complete copy of any print advertisement that 

includes vehicles currently advertised for sale or by displaying in the showroom a list of currently 

advertised vehicles described by make, model, model-year, vehicle identification number, or license 

number, and the advertised price. 

 
State Board of Equalization Seller’s Permit 

Every licensed California dealer who intends to sell or lease a vehicle subject to sales tax sold at retail is 

required to have a seller's permit prominently displayed at the established place of business. 

 
Business License 

Every licensed California dealer is required to have a business license prominently displayed at the 

established place of business and any licensed branch location.   
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Business Record Retention 

Retention Period 

All business records maintained in the regular course of business relating to vehicle purchase, sale, 

rental or lease transactions shall be retained by the dealership for a period of not less than 3 years.  

 
Location of Business Records 

A dealer shall maintain all original business records at its principal place of business or branch location 

for at least 18 months after the purchase, sale, rental, or lease of a vehicle. If a dealer has a branch 

location, business records relating to transactions that take place at that branch location may be 

maintained either at the branch location or at the principal place of business. 

 
After the initial 18-month record retention period, a dealer may maintain the original business records 

at an offsite storage location within California, provided that the original business records are 

retrievable upon three business days’ notice and the business records are stored in a manner that meets 

any applicable safeguard requirements pursuant to 15 U.S.C. § 6801(b). 

 
Electronic Copy of Business Records 

A dealer may create an electronic copy of an original business record at any time. After the initial 18-

month record retention period, an electronic copy of an original business record shall satisfy the record 

retention requirements for the remainder of the three-year record retention period provided all of the 

following requirements are satisfied: 

 
1. The electronic copy is created in a non-alterable format; 

2. The electronic copy is retained in a format that permits the document to be readily accessible and 

retrievable; 

3. The electronic copy is a legible, complete and accurate reproduction of the original business record; 

4. A back-up of the electronic copy is retained at an on-site or off-site location in a manner that 

permits the business record to be retrieved upon three business days’ notice; 

5. Any access device, server, network device, or any internal or external storage medium used for 

storing the electronic copy or back-up copy has access controls and physical security measures to 

protect the records from unauthorized access, viewing or alteration. 
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A dealer that makes an electronic copy of an original business record may dispose of the original 

business record in a manner that meets the requirements of California Civil Code § 1798.81. Specifically, 

the dealer shall dispose of the original business records by shredding, erasing, or otherwise modifying 

the personal information in those records to make it unreadable or undecipherable through any means. 

Use of a third party to physically or electronically store business records shall not reduce a dealer's 

responsibility to produce a business record when required. 

 

Branch Location 

General Rule 

A dealer branch is any location, other than the principal place of business of the dealer, maintained for 

the sale or exchange of vehicles. A branch location must comply with the same licensing requirements 

of the principal place of business.  

 
Branch Exemption 

A dealer may display vehicles at a fair, exposition, or similar exhibit without securing a branch license, if 

no actual sales are made at those events and the display does not exceed 30 days. A vehicle displayed 

in this manner shall be identified by a sign or device providing information relating to the dealer’s name 

and the location and address of the dealer’s established place of business. A dealer who deals only in 

off-highway vehicles is prohibited from using this option.  

 
This option extends to public shopping areas, public shopping centers, autoramas and other similar 

locations or events open to the public and intended to merely bring the dealer's identity and product to 

the public's attention, provided that: 

 
1. No sales are offered, attempted, solicited, negotiated or otherwise transacted from such locations 

or at such public event, including the acceptance of cash deposits, trade-in vehicles or any other 

considerations from persons for the purpose of inducing or binding a sale. 

2. Such locations are available to all dealers licensed in this state without discrimination as to type of 

manufacture, make, or year of vehicle displayed. 

3. Every dealer participating at such locations or events shall post a sign on the vehicle or vehicles or in 

close proximity thereto, printed in letters of not less than three (3) inches in height, which shall 

show the dealer's name, location and address of his established place of business and the following 

statement: “No sales permitted, or deposits accepted at this location.” 
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Temporary Branch Location 

General Information 

A dealer intending to sell a vehicle at a site other than the principal place of business or a branch 

location must complete an application for a temporary branch location. Ten business days prior to the 

event submit the following to the inspector having jurisdiction over the temporary branch location: 

 
1. Completed Application for Temporary Branch location, OL 73 

2. $70.00 Temporary Branch Application Fee 

3. Copy of lease/rental agreement or copy of the promoter’s contract 

4. Property Use Verification (may be required for some locations) 

 
Notices 

The following notices must be displayed at a conspicuous location at the site: 

 
1. NOTICE TO PUBLIC: INSPECTION OF VEHICLE (See CVC § 11709.1 for specific disclosure) 

2. NOTICE TO PUBLIC: CONTRACT CANCELLATION OPTION (See CVC § 11709.2 for specific disclosure) 

 
The dealer must also follow the advertising requirements as outlined in California Vehicle Code § 

11709.3. If the application is approved, the dealer may operate the temporary branch location for no 

more than 30 days.  

 

Auto Broker Endorsement 

General Information 

An “auto broker” or “auto buying service” is a vehicle dealer who engages in the business of brokering 

vehicle sales. 

 
“Brokering” is an arrangement under which a dealer, for a fee or other consideration, regardless of the 

form or time of payment, provides or offers to provide the service of arranging, negotiating, assisting, or 

effectuating the purchase of a new or used motor vehicle, not owned by the dealer, for another or 

others.  
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A dealer cannot broker a retail sale transaction without obtaining an auto broker’s endorsement to the 

dealer’s license. Note that an auto broker’s endorsement will be automatically cancelled upon the 

cancellation, suspension, revocation, surrender, or expiration of a dealer’s license.  

 
Rules Applicable to Auto Brokers 

A broker is subject to all of the licensing, advertising, and other statutory and regulatory requirements 

and prohibitions applicable to a dealer, regardless of whether that dealer acts as the buyer of a vehicle, 

the seller of a vehicle, or provides brokering services on behalf of another for the purpose of arranging, 

negotiating, assisting, or effectuating the sale of a vehicle not owned by that dealer. 

 
Auto Broker’s Log 

Upon the issuance of an auto broker’s endorsement to a dealer’s license, the DMV will furnish the 

dealer with an auto broker’s log. The auto broker’s log shall remain the property of the department and 

may be taken up at any time for inspection. The auto broker’s log shall contain spaces sufficient for the 

dealer to record the following information with respect to each retail sale brokered by that dealer: 

 
1. Vehicle identification number of brokered vehicle. 

2. Date of brokering agreement. 

3. Selling dealer’s name, address, and dealer number. 

4. Name of consumer. 

5. Brokering dealer’s name and dealer number. 

 
Vehicle Delivery 

The California Vehicle Code does not prohibit a dealer with an autobroker’s endorsement from 

delivering, with the selling dealer’s written approval, motor vehicles that have been sold pursuant to a 

motor vehicle purchase agreement or obtaining a consumer’s signature on a selling dealer’s motor 

vehicle purchase agreement that has already been executed by the selling dealer. 

 
Broker’s Fiduciary Duties 

When brokering a retail sale as an agent of the consumer, selling dealer, or both, the brokering dealer 

owes a fiduciary duty of utmost care, integrity, honesty, and loyalty in dealings with its principal or 

principals.  
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Broker Trust Account 

A dealer who brokers a motor vehicle sale must deposit any purchase money, including purchase 

deposits, it receives from a consumer or a consumer’s lender in a trust account. A separate trust account 

for each brokered transaction is not required. 

 
Broker Agreement 

The brokering agreement shall be printed in no smaller than 10-point type and shall contain not less 

than the following terms, conditions, requirements, and disclosures: 

 
1. The name, address, license number, and telephone number of the auto broker. 

2. A complete description, including line-make, model, year model, and color, of the vehicle and the 

desired options. 

3. The following statement: 

 
“The following information shall be completed prior to the signing of this brokering agreement: 

Dollar Purchase Price of Vehicle: ______. 

Date this agreement will expire if a purchase agreement from a selling dealer is not presented for your 

signature:__________. 

Fee that you will be obligated to pay us, if any:__________.” 

 
4. One of the following notices, as appropriate, printed in at least 10-point bold type and placed 

immediately below the statement required in 3: 

I. “We do not receive a fee from the selling dealer.” 

II. “We receive a fee from the selling dealer.” 

 
5. The following notice on the face of the brokering agreement with a heading in at least 14-point bold 

type and the text in at least 10-point bold type, circumscribed by a line, that reads as follows: 
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6. The date the agreement is executed. 

7. The signature of the auto broker and consumer. 

 
Unlawful Broker Activities 

It is unlawful for any dealer to do any of the following when brokering a retail sale: 

1. Fail to execute a written brokering agreement pursuant to CVC § 11738 and provide a completed 

copy to both of the following: 

I. Any consumer entering into the brokering agreement—The completed copy shall be provided 

prior to the consumer’s signing of an agreement for the purchase of the vehicle described in 

the brokering agreement or, prior to accepting one hundred dollars ($100) or more from 

that consumer, whichever occurs first. 

II. The selling dealer—The completed copy shall be provided prior to the selling dealer’s entering 

into a purchase agreement with the consumer. 

NOTICE 

This is an agreement to provide services; it is not an agreement for the purchase of a vehicle. California 

law gives you the following rights and protection. 

 
Once you have signed this agreement, you have the right to cancel it and receive a full refund of any 

money paid, including any brokerage fee you may have paid, under any of the following circumstances: 

 
(1) The final price of the vehicle exceeds the purchase price listed above. 

(2) The vehicle is not as described above upon delivery. 

(3) This agreement expires prior to your being presented with a selling dealer’s purchase agreement. 

 

If you have paid a purchase deposit, you have the right to receive a refund of that deposit at any time 

prior to your signing a vehicle purchase agreement with a selling dealer. Purchase deposits are limited by 

law to no more than 2.5 percent of the purchase price of a vehicle and must be deposited by an auto 

broker or auto buying service in a federally insured trust account. If you are unable to resolve a dispute 

with your auto broker or auto buying service, please contact an investigator of the Department of Motor 

Vehicles. 
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2. Accept a purchase deposit from any consumer that exceeds 2.5 percent of the selling price of the 

vehicle described in the brokering agreement. 

3. Fail to refund any purchase money, including purchase deposits, upon demand by a consumer at 

any time prior to the consumer’s signing of a vehicle purchase agreement with a selling dealer and 

taking delivery of the vehicle described in the brokering agreement. 

4. Fail to cancel a brokering agreement and refund, upon demand, any money paid by a consumer, 

including any brokerage fee, under any of the following circumstances: 

I. When the final price of the brokered vehicle exceeds the purchase price listed in the brokering 

agreement. 

II. When the vehicle delivered is not as described in the brokering agreement. 

III. When the brokering agreement expires prior to the customer being presented with a 

purchase agreement from a selling dealer arranged through the brokering dealer that 

contains a purchase price at or below the price listed in the brokering agreement. 

5. Act as a seller and provide brokering services, both in the same transaction. 

6. Fail to disclose to the consumer and selling dealer, as soon as practicable, whether the auto broker 

receives or does not receive a fee or other compensation, regardless of the form or time of 

payment, from the selling dealer and the dollar amount of any fee that the consumer is obligated to 

pay to the auto broker. This arrangement shall be confirmed in a brokering agreement. 

7. Fail to record in the dealer’s auto broker log, for each brokered sale, all of the information specified 

in subdivision (c) of Section 11735. 

8. Fail to maintain for a minimum of three years a copy of the executed brokering agreement and 

other notices and documents related to each brokered transaction. 

9. Fail to advise the consumer, prior to accepting any money, that a full refund will be given if the 

motor vehicle ordered through the auto broker is not obtained for the consumer or if the service 

orally contracted for is not provided. 

 

Renewal of Dealer License And Special Plates 

Time Requirements 

A dealer’s license and special plates are valid for one year. Every application for the renewal of a dealer’s 

license and special plates must be made by presenting the completed renewal application form and 

payment of the full annual renewal fee for the occupational license and special plates. 
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If the renewal application is not made on time, it may be made within 30 days (grace period) following 

expiration of the license and special plates by paying the annual renewal fee and a penalty. If the 

license and special plates are not renewed during the grace period, the license will be automatically 

cancelled.  

 
Continuing Education Program  

Every licensee must successfully complete a continuing educational program every two years in order to 

maintain or renew their license. The dealer or a managerial employee can satisfy this requirement.  

 
A wholesale-only dealer who sells less than 50 vehicles in a one-year period is not required to take a 

continuing education course. To apply for this exemption attach DMV Form OL 257 with the renewal 

application.  

 

Automatic Cancellation of Dealer’s License and Special Plates 

The dealer’s license and special plates shall be automatically canceled upon the happening of any of the 

following: 

 
1. The abandonment or change of the site or location (address) of the established place of business of 

the dealer without notifying DMV. 

2. The failure of the licensee to maintain an adequate surety bond.  

3. The licensee’s voluntary or involuntary surrender of the license and special plates. 

4. Notification to the DMV that the person designated as licensee has changed. 

5. The suspension or revocation of the corporate status of the licensee. 

6. The suspension or revocation of the seller’s permit of the licensee by the State Board of 

Equalization. 

 

Bureau of Automotive Repair (BAR)—Dealer Registration  
Definitions 

The following definitions apply for the purposes of this section: 

 
1. “Automotive repair dealer” means a person who, for compensation, engages in the business of 

repairing or diagnosing malfunctions of motor vehicles. 
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2. “Repair of motor vehicles” means all maintenance of and repairs to motor vehicles performed by an 

automotive repair dealer including automotive body repair work, but excluding those repairs made 

pursuant to a commercial business agreement and also excluding repairing tires, changing tires, 

lubricating vehicles, installing light bulbs, batteries, windshield wiper blades and other minor 

accessories, cleaning, adjusting, and replacing spark plugs, replacing fan belts, oil, and air filters, and 

other minor services, which the director, by regulation, determines are customarily performed by 

gasoline service stations. 

 
Illegal Operation of Automotive Repair Facility 

It is unlawful for any person to be an automotive repair dealer unless that person has registered and 

obtained a repair license from the California Bureau of Automotive Repair. 
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Chapter 2 

Vehicle Sale Procedures 
 

Retail Sale Application Deadlines 

General Rule 

The dealer must submit an application accompanied by all fees and penalties due for registration or 

transfer of registration of the used vehicle to DMV within 30 days from the date of sale. Administrative 

Service Fees (fines) due for noncompliance with this requirement must be paid by the dealer. Further, 

the dealer cannot seek reimbursement from the purchaser for such fees. A dealer who violates this rule 

shall pay an administrative service fee of $5 for each violation. 

 
Application Errors and Corrections 

If an application is returned to the dealer which was first received by DMV within 30 days of the date of 

sale, the dealer must submit a corrected application to the DMV within 50 days from the date of sale of 

the vehicle or within 30 days from the date that the application was first returned by the DMV, 

whichever is later. A dealer who violates this rule shall pay an administrative service fee of $25 for each 

violation. 

 
If an application is returned to the dealer which was first received by DMV more than 30 days from the 

date of sale, the dealer must submit a corrected application to the DMV within 50 days from the date of 

sale of the vehicle. A dealer who violates this rule shall pay an administrative service fee of $25 for each 

violation.  

 
An application first received by DMV more than 50 days from the date of sale of the vehicle subjects the 

dealer to an administrative service fee of $25 for each violation. 

 

Administrative Service Fees (ASF) 

General Information 

Administrative Service Fees are monetary fines issued to dealers and lessor-retailers by DMV for failure 

to process sale documents in a timely manner. The fines range from $5.00 - $25.00. 
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Administrative Service Fee Billings 

Dealers are billed on a monthly basis for outstanding ASF’s. Do not remit any ASF until an invoice is 

received from DMV headquarters. To ensure proper credit always submit the invoice with your ASF 

payments to the DMV ASF/ISF Unit at the address shown on the billing. 

 

Power of Attorney 

General Information 

Dealers may act as the buyer’s attorney in fact, to complete all necessary documents, as needed, to 

transfer the ownership of a vehicle as required by California law. Dealers may obtain this power by 

executing DMV Form REG 260 or 262 and obtaining the buyer’s signature.  

 

California Titles 

Federal Oversight 

The United States Department of Transportation and the National Highway Traffic Safety Administration 

requires all states to include specific language and an odometer disclosure on the vehicle’s title to be 

signed by the buyer and seller. Titles that satisfy this requirement are “complying titles” while those 

that do not are “noncomplying titles.”  

 
Types of California Titles 

There are several versions of the California Certificate of Title in circulation as shown below, all of which 

are valid. 

Noncomplying Pink Title (“pink slip”) 

This title provides boxes on the front side for the odometer mileage. 

Noncomplying Rainbow Title 

This title provides an odometer disclosure statement on the front side for the registered owner to 

report the mileage. However, it lacks a section for the buyer to acknowledge the odometer disclosure.  

Complying Rainbow Title 

1. The front side provides an odometer disclosure statement for the registered owner to report the 

mileage. 

2. Language in the certification above the new buyer’s signature acknowledges the mileage reported. 



28 

 

3. The reverse side has a signature line in the dealer’s section for the new buyer to acknowledge the 

odometer reading. 

Complying Pink Title with Blue Border (New 12/03) 

1. The front side is pink with a blue border and a white opaque state seal. 

2. The reverse side is blue. 

3. VOID appears on the title if photocopied. 

4. The vehicle history (brand) information is prominently displayed within a red box in the upper right 

corner of the certificate. 

5. The title contains a warning banner printed on the left and right border that reads, “VOID WITHOUT 

BEAR WATERMARK. HOLD TO LIGHT TO VIEW.” 

6. The title provides a custom-repeated pattern of micro printed wording to expose erasures in the 

odometer statement areas. 

7. To expose chemical alterations, reactive agents are incorporated into the paper that produces 

various stains. 

Complying California Certificate of Title (New 6/2010) 

1. The title provides a prominent strand of polyester security thread embedded in the document. The 

thread is repeatedly printed with “State of California” in a forward/backward position in micro 

printed text. 

2. The ISSUE DATE section is printed in red. 

3. The VEHICLE HISTORY box, VEHICLE ID NUMBER, PLATE NUMBER, and ODOMETER sections include 

the words “California Department of Motor Vehicles” in the shaded areas.  

 
Processing the California Title 

Refer to § 11.015 and § 11.040 of the Vehicle Industry Registration Procedures Manual and CVC § 

4456(a)(3) for specific instructions on how to fill out and process the California title upon making a retail 

sale.  

 
Rush Titles 

The DMV charges a $15 service fee for the expedited issuance of a duplicate certificate of ownership 

within 72 hours after receipt of a complete and proper application. 
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The California Automobile Sales Finance Act (CASFA) 

Conditional Sale Contract 

Conditional Sale Contract Defined 

Pursuant to the CASFA a “Conditional Sale Contract” is defined as a contract for a cash or financed sale 

of a motor vehicle between a buyer and a seller. For purposes of this section, “Seller” means a person 

engaged in the business of selling or leasing motor vehicles (licensed dealer) under conditional sale 

contracts. 

Conditional Sale Contract General Requirements 

1. Shall be in writing (handwritten or printed) 

2. If printed, the font size shall be at least 6 pt 

3. Shall contain all of the agreements of the buyer and seller with respect to the total cost and the 

terms of payment for the motor vehicle, including any promissory notes or any other evidences of 

indebtedness in a single document 

4. Shall be signed by the buyer or his or her authorized representative and by the seller or its 

authorized representative 

5. An exact copy of the conditional sales contract or purchase order shall be furnished to the buyer by 

the seller at the time the buyer and the seller have signed it. 

6. The dealer Shall deliver to the buyer of a motor vehicle a fully executed copy of the conditional sale 

contract before delivering the vehicle to the buyer 

7. The dealer Shall Not obtain the signature of the buyer to a contract when it contains blank spaces to 

be filled in after it has been signed 

Conditional Sale Contract Terms 

ITEMIZATION OF THE AMOUNT FINANCED 

1. Total Cash Price: 
A. The Cash Price of Vehicle 
B. Document Processing Fee 
C. Air Pollution Control Requirements Fee (Smog Fee) 
D. Theft Deterrent Device Fee (if applicable) 
E. Surface Protection Product Fee (if applicable) 
F. Electric Vehicle Charging Station Fee (if applicable) 
G. Sales Tax  
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H. DMV Electronic Registration Fee 
I. Service Contract Fee (if applicable) 
J. The Prior Credit or Lease Balance remaining on property being traded in 
K. Optional Debt Cancellation Agreement Fee (GAP Insurance) 
L. Contract Cancellation Option Agreement Fee 
M. Total Cash Price, which is the sum of subparagraphs (A) to (L), inclusive. 

NOTE: The disclosures described in subparagraphs (D), (E), and (L) are not required on contracts 

involving the sale of a motorcycle, as defined in Section 400 of the Vehicle Code, or on contracts 

involving the sale of an off-highway motor vehicle that is subject to identification under Section 38010 

of the Vehicle Code, and the amounts of those charges, if any, are not required to be reflected in the 

total price under subparagraph (M). 

2. Amounts Paid To Public Officials: 
A. Vehicle License Fee 
B. Registration, Transfer, and Titling Fees 
C. California Tire Fees 

3. Total Insurance Premium Amounts 
4. State Fee for issuance of a Smog Certificate of compliance, noncompliance, exemption, or 

waiver  
5. A subtotal representing the sum of the amounts described in paragraphs (1) to (4), inclusive 
6. The amount of the buyer’s down payment itemized to show the following: 

A. The agreed value of the property being traded in 
B. The prior credit or lease balance, if any, owing on the property being traded in 
C. The net agreed value of the property being traded in, which is the difference between the 

amounts disclosed in subparagraphs (A) and (B). If the prior credit or lease balance of the 
property being traded in exceeds the agreed value of the property, a negative number shall 
be stated. 

D. The amount of any portion of the down payment to be deferred until not later than the due 
date of the second regularly scheduled installment under the contract and that is not 
subject to a finance charge. 

E. The amount of any manufacturer’s rebate applied or to be applied to the down payment 
F. The remaining amount paid or to be paid by the buyer as a down payment 
G. The total down payment. If the sum of subparagraphs (C) to (F), inclusive, is zero or more, 

that sum shall be stated as the total down payment, and no amount shall be stated as the 
prior credit or lease balance under subparagraph (I) of paragraph (1). If the sum of 
subparagraphs (C) to (F), inclusive, is less than zero, then that sum, expressed as a positive 
number, shall be stated as the prior credit or lease balance under subparagraph (I) of 
paragraph (1), and zero shall be stated as the total down payment. The disclosure required 
by this subparagraph shall be labeled “total down payment” and shall contain a descriptor 
indicating that if the total down payment is a negative number, a zero shall be disclosed as 
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the total down payment and a reference made that the remainder shall be included in the 
disclosure required pursuant to subparagraph (I) of paragraph (1) 

7. The amount of any administrative finance charge, labeled “prepaid finance charge” 
8. The difference between the amount described in paragraph (5) and the sum of the amounts 

described in paragraphs (6) and (7), labeled “amount financed.” 

 
COMPLAINTS 

The conditional sale contract shall contain a notice in at least 8-point boldface type, acknowledged by 

the buyer that reads as follows: 

 
 

 

 

 

 

 

NO COOLING OFF PERIOD AND CONTRACT CANCELLATION OPTION 

The conditional sale contract shall contain a notice with a heading in at least 12-point bold type and the 

text in at least 10-point bold type, circumscribed by a line, immediately above the contract signature 

line, that reads as follows: 

 

 

 

 

 

 

 

 

 

 

If you have a complaint concerning this sale, you should try to resolve it with the seller. Complaints concerning unfair or deceptive practices or 

methods by the seller may be referred to the city attorney, the district attorney, or an investigator for the Department of Motor Vehicles, or any 

combination thereof.  

After this contract is signed, the seller may not change the financing or payment terms unless you agree in writing to the change. You do not have 

to agree to any change, and it is an unfair or deceptive practice for the seller to make a unilateral change. 

Buyer Signature       

 

THERE IS NO COOLING-OFF PERIOD UNLESS YOU OBTAIN A CONTRACT CANCELLATION OPTION 

California law does not provide for a “cooling-off” or other cancellation period for vehicle sales. Therefore, you 

cannot later cancel this contract simply because you change your mind, decide the vehicle costs too much, or wish 

you had acquired a different vehicle. After you sign below, you may only cancel this contract with the agreement of 

the seller or for legal cause, such as fraud. 

However, California law does require a seller to offer a two-day contract cancellation option on used vehicles with a 

purchase price of less than forty thousand dollars ($40,000), subject to certain statutory conditions. This contract 

cancellation option requirement does not apply to the sale of a recreational vehicle, a motorcycle, or an off-highway 

motor vehicle subject to identification under California law. See the vehicle contract cancellation option agreement 

for details. 



32 

 

Conditional Sale Contract Required for Retail Sale 

No motor vehicle shall be delivered to a buyer until the seller delivers to the buyer a fully executed copy 

of a conditional sale contract. This requirement applies to vehicles which are financed or purchased for 

cash. 

Conditional Sale Contract Requirements 

Most vehicle dealers in California and other states purchase conditional sale contracts that satisfy the 

disclosures requirements as set forth in the CASFA from third party companies. It is not advisable to 

create your own conditional sale contract because failure to adhere to the law renders the sale 

unenforceable at the option of the consumer. Moreover, most banks and creditors will not accept a 

conditional sale contract unless it was drafted by an approved vendor. If you are interested in drafting 

your own conditional sale contract you must satisfy the requirements set forth in California Civil Code § 

2981 et al.   

Conditional Sale Contract Not Executed 

Any payment made by a buyer to a seller pending execution of a conditional sale contract shall be 

refunded to the buyer in the event the conditional sale contract is not executed.  

Rescission of Conditional Sale Contract—Third Party Financing 

When a buyer obligates himself to purchase a motor vehicle pursuant to a contract and the seller knows 

that the buyer intends to obtain financing from a third party without the assistance of the seller, and the 

buyer is unable to obtain such financing, the contract or purchase order shall be deemed rescinded and 

all money deposited towards the purchase shall be returned to the buyer without demand. 

Seller Breach of Conditional Sale Contract—Buyer’s Remedies For Trade 

In the event of breach by the seller of a conditional sale contract where the buyer leaves his motor 

vehicle with the seller as down payment and such motor vehicle is not returned by the seller to the 

buyer for whatever reason, the buyer may recover from the seller either the fair market value of the 

motor vehicle left as a down payment or its value as stated in the contract or purchase order, whichever 

is greater. The recovery shall be tendered to the buyer within five business days after the breach. 

Enforceability of the Conditional Sale Contract 

If the seller, except as the result of an accidental or bona fide error in computation, violates any 

provision of Section 2981.9, or of subdivision (a), (j), or (k) of Section 2982 of the California Civil Code, 
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the conditional sale contract shall not be enforceable, except by a bona fide purchaser, assignee, or 

pledgee for value, or until after the violation is corrected as provided in Section 2984, and, if the 

violation is not corrected, the buyer may recover from the seller the total amount paid, pursuant to the 

terms of the contract, by the buyer to the seller or his or her assignee. The amount recoverable for 

property traded in as all or part of the down payment shall be equal to the agreed cash value of the 

property as the value appears on the conditional sale contract or the fair market value of the property 

as of the time the contract is made, whichever is greater. 

 
A conditional sale contract executed or entered into on or after January 1, 2012, shall not be made 

unenforceable solely because of a violation by the seller of paragraph (2) or (5) of subdivision (a) of 

Section 2982. In addition to any other remedies that may be available, the buyer is entitled to any actual 

damages sustained as a result of a violation of those provisions. Nothing in this subdivision affects any 

legal rights, claims, or remedies otherwise available under law. 

 
Record Retention Period 

A dealer must maintain the following documents for at least seven years or the length of the conditional 

sales contract, whichever is longer: 

1. A copy of each buyer’s conditional sales contract 

2. Any documents relied upon by the seller to determine a buyer’s creditworthiness 

3. If the conditional sales contract is sold, assigned, or otherwise transferred, a copy of the terms of 

that sale, assignment, or transfer  

 
A dealer that unlawfully fails to comply with a court order to produce these documents will be liable for 

a civil penalty of $5,000 per violation.  

 
Attorney’s Fees For Prevailing Party 

Reasonable attorney’s fees and costs shall be awarded to the prevailing party in any action on a contract 

or purchase order subject to the provisions of the California Automobile Finance Act regardless of 

whether the action is instituted by the seller, holder or buyer. Where the defendant alleges in his 

answer that he tendered to the plaintiff the full amount to which he was entitled, and thereupon 

deposits in court, for the plaintiff, the amount so tendered, and the allegation is found to be true, then 

the defendant is deemed to be a prevailing party. 
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Criminal Liability 

Any person who willfully violates any provision of the California Automobile Finance Act shall be guilty of 

a misdemeanor. 

 
Caps on Finance Markup 

In consideration of the assignment of a conditional sale contract, the seller shall not receive or accept 

from the assignee any payment or credit based upon any amount collected or received, or to be 

collected or received, under the contract as a finance charge except to the extent the payment or credit 

does not exceed the amount that would be calculated in accordance with Regulation Z, whether or not 

Regulation Z applies to the contract, as the contract’s finance charge using, for the purposes of the 

calculation, an annual percentage rate equal to 2.5 percent for a contract having an original scheduled 

term of 60 monthly payments or less or 2 percent for a contract having an original scheduled term of 

more than 60 monthly payments. 

 
This rule does not apply to the following circumstances: 

 
1. An assignment that is with full recourse or under other terms requiring the seller to bear the entire 

risk of financial performance of the buyer 

2. An assignment that is more than six months following the date of the conditional sale contract 

3. Isolated instances resulting from bona fide errors that would otherwise constitute a violation of the 

general rule if the seller maintains reasonable procedures to guard against any errors and promptly, 

upon notice of the error, remits to the assignee any consideration received in excess of the 

permitted amount 

4. The assignment of a conditional sale contract involving the sale of a motorcycle, as defined in 

Section 400 of the Vehicle Code 

5. The assignment of a conditional sale contract involving the sale of an off‑highway motor vehicle 

that is subject to identification under Section 38010 of the Vehicle Code 

 
Written Disclosure of Add on Items 

The following disclosures must be in at least 10-point type and shall be contained in a document that is 

separate from the conditional sale contract. 
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Prior to the execution of a conditional sale contract, the seller shall provide to a buyer, and obtain the 

buyer’s signature on, a written disclosure that sets forth the following information: 

 
1. A description and the price of each item sold if the contract includes a charge for the item, which 

includes but is not limited to: 

I. A Service Contract 

II. An Insurance Product 

III. A Debt Cancellation Agreement 

IV. A Theft Deterrent Device 

V. A Surface Protection Product 

VI. A Vehicle Contract Cancellation Option Agreement 

2. The sum of all of the charges labeled “total.” 

3. The amount that would be calculated under the contract as the regular installment payment if 

charges for the items are not included in the contract. The amount disclosed pursuant to this 

subdivision shall be labeled “Installment Payment EXCLUDING Listed Items.” 

4. The amount that would be calculated under the contract as the regular installment payment if 

charges for the items are included in the contract. The amount disclosed pursuant to this subdivision 

shall be labeled “Installment Payment INCLUDING Listed Items.” 

 
Interest Rate Types 

Simple Interest Basis 

All contracts entered into between a buyer and a seller shall provide for the calculation of the finance 

charge on the “Simple-interest basis” if the loan obligation is more than 62 months.  

 
“Simple-interest basis” means the determination of a finance charge by applying a constant rate to the 

unpaid balance as it changes from time to time, usually on a monthly basis. 

 

 

 

 



36 

 

Simple Interest Loan Amortization Calculation Example 

Present Value of Loan = $10,000 

Annual Percentage Rate (APR) = 5% 

Number of Periods = 24 months 

Interest Rate Per Period = 0.416% 

     

Monthly Payment = $438.71 

Total Interest = $529.13 

 

 

 

SEE CHART ON NEXT PAGE 
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Simple Interest Amortization Chart 

 

 

MONTH 

 

MONTHLY 

PRINCIPAL 

 

MONTHLY 

INTEREST 

 

MONTHLY 

BALANCE 

1 397.05 41.67 9602.95 

2 398.70 40.01 9204.25 

3 400.36 38.35 8803.89 

4 402.03 36.68 8401.86 

5 403.71 35.01 7998.15 

6 405.39 33.33 7592.76 

7 407.08 31.64 7185.69 

8 408.77 29.94 6776.91 

9 410.48 28.24 6366.44 

10 412.19 26.53 5954.25 

11 413.90 24.81 5540.34 

12 415.63 23.08 5124.71 

13 417.36 21.35 4707.35 

14 419.10 19.61 4288.25 

15 420.85 17.87 3867.41 

16 422.60 16.11 3444.81 

17 424.36 14.35 3020.45 

18 426.13 12.59 2594.32 

19 427.90 10.81 2166.41 

20 429.69 9.03 1736.73 

21 431.48 7.24 1305.25 

22 433.28 5.44 871.97 

23 435.08 3.63 436.89 

24 436.89 1.82 0.00 
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Precomputed Interest Basis 

“Precomputed basis” means the determination of a finance charge by multiplying the original unpaid 

balance of the contract by a rate and multiplying that product by the number of payment periods 

elapsing between the date of the contract and the date of the last scheduled payment. 

 
A precomputed interest auto loan forces the borrower to adhere to a fixed payment schedule where 

every payment contains principal and interest. If the borrower attempts to pay the auto loan off early, 

they are still liable for all the interest for the entire term of the loan. For example, if a consumer obtains 

a 48 month auto loan and pays the loan after 24 months, she is still obligated to pay interest for 48 

months. As stated above, the “Simple Interest Basis” must be used if the term of the loan is longer than 

62 months. 

 

Dealer Carry Back Financing 

A dealer carry back financing arrangement refers to a contract wherein the dealer finances the sale of a 

motor vehicle using his or her own money instead of using a bank or any other financial institution. The 

dealer essentially loans the buyer credit for part of the purchase price of the vehicle. These 

arrangements are utilized when a consumer cannot qualify for a traditional auto loan with a bank due to 

bad credit.  

 

The Truth in Lending Act—Regulation Z 

Finance Terms 

For each auto loan transaction, the creditor shall disclose the following information, as applicable, on 

the conditional sale contract: 

1. The identity of the creditor making the disclosures 

2. The amount financed, using that term, and a brief description such as the amount of credit provided 

to you or on your behalf. 

3. An itemization of amount financed 

4. The finance charge, using that term, and a brief description such as “the dollar amount the credit 

will cost you.” 

5. The annual percentage rate (APR) 

6. The variable interest rate according to the following conditions: 
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I. If the APR may increase after consummation in a transaction not secured by the consumer's 

principal dwelling or in a transaction secured by the consumer's principal dwelling with a 

term of one year or less, the following disclosures: 

i. The circumstances under which the rate may increase. 
ii. Any limitations on the increase. 

iii. The effect of an increase. 
iv. An example of the payment terms that would result from an increase. 

II. If the APR may increase after consummation in a transaction secured by the consumer's 

principal dwelling with a term greater than one year, the following disclosures: 

i. The fact that the transaction contains a variable-rate feature. 
ii. A statement that variable-rate disclosures have been provided earlier. 

7. The payment schedule, which includes the number, amounts, and timing of payments scheduled to 

repay the obligation. 

8. The total of payments, using that term, and a descriptive explanation such as “the amount you will 

have paid when you have made all scheduled payments.” 

9. If the loan obligation has a demand feature, that fact must be disclosed. 

10. The total sale price, using that term, and a descriptive explanation (including the amount of any 

down payment) such as “the total price of your purchase on credit, including your down payment of 

$__.”  

11. A Prepayment Penalty, if any 

12. A Late Penalty Fees, if any 

13. A Security Interest, if any  

14. A Contract Reference, which is a statement that the consumer should refer to the appropriate 

contract document for information about nonpayment, default, the right to accelerate the maturity 

of the obligation, and prepayment rebates and penalties. 

15. A Required Deposit, if any 

 

Consumer Credit Score Disclosure 

A dealer that obtains a consumer credit score from a consumer credit reporting agency for use in 

connection with an application for credit initiated by a consumer for the purchase or lease of a motor 

vehicle for personal, family, or household use, shall provide, prior to the sale or lease of the vehicle, the 
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following information to the consumer in at least 10‑point boldface type on a document separate from 

the sale or lease contract: 

 
1. The credit score obtained and used by the dealer and the name of the credit reporting agency 

providing the credit score to the dealer. 

2. The range of possible credit scores established by the credit reporting agency that provided the 

credit score. 

3. The following notice, which shall include the name, address, and telephone number of each credit 

reporting agency providing a credit score that was obtained and used by the dealer: 

 

 

 

 

 

 

 

 

 

Vehicle Repossession—Contract Defaults 

At least 15 days’ written notice of intent to dispose of a repossessed or surrendered motor vehicle shall 

be given to all persons liable on the contract. The notice shall be personally served or shall be sent by 

certified mail, return receipt requested, or first-class mail, postage prepaid, directed to the last known 

address of the persons liable on the contract. If those persons are married to each other, and, according 

to the most recent records of the seller or holder of the contract, reside at the same address, one notice 

addressed to both persons at that address is sufficient.  

 
Except as otherwise provided in Section 2983.8, those persons shall be liable for any deficiency after 

disposition of the repossessed or surrendered motor vehicle only if the notice prescribed by this section 

is given within 60 days of repossession or surrender and does all of the following: 

NOTICE TO VEHICLE CREDIT APPLICANT 

If the dealer obtains and uses a credit score from a credit reporting agency in connection with your application to finance the acquisition of a vehicle, the 

dealer must disclose the score to you. 

The credit score is a computer generated summary calculated by a credit reporting agency at the time the dealer requests the score and is based on 

information the credit reporting agency has on file. The scores are based on data about your credit history and payment patterns. Credit scores are important 

because they are used in determining whether to extend credit. The score may also be used to determine the annual percentage rate you may be offered. 

Credit scores can change over time, depending on your conduct, how your credit history and payment patterns change, and how credit scoring technologies 

change. Credit scores may also vary from one credit reporting agency to another. 

If you have questions about your credit score, contact the credit reporting agency at the address and telephone number provided. The credit reporting agency 

does not participate in the decision to take any action on your application for credit and is unable to provide you with specific reasons for any decision on the 

credit application. 

If you have questions concerning credit terms relative to your purchase or lease of a vehicle, ask the dealer. 
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1. Sets forth that those persons shall have a right to redeem the motor vehicle by paying in full the 

indebtedness evidenced by the contract until the expiration of 15 days from the date of giving or 

mailing the notice and provides an itemization of the contract balance and of any delinquency, 

collection or repossession costs and fees and sets forth the computation or estimate of the amount 

of any credit for unearned finance charges or canceled insurance as of the date of the notice. 

2. States either that there is a conditional right to reinstate the contract until the expiration of 15 days 

from the date of giving or mailing the notice and all the conditions precedent thereto or that there is 

no right of reinstatement and provides a statement of reasons therefor. 

3. States that, upon written request, the seller or holder shall extend for an additional 10 days the 

redemption period or, if entitled to the conditional right of reinstatement, both the redemption and 

reinstatement periods. The seller or holder shall provide the proper form for applying for the 

extensions with the substance of the form being limited to the extension request, spaces for the 

requesting party to sign and date the form, and instructions that it must be personally served or 

sent by certified or registered mail, return receipt requested, to a person or office and address 

designated by the seller or holder and received before the expiration of the initial redemption and 

reinstatement periods. 

4. Discloses the place at which the motor vehicle will be returned to those persons upon redemption 

or reinstatement. 

5. Designates the name and address of the person or office to whom payment shall be made. 

6. States the seller’s or holder’s intent to dispose of the motor vehicle upon the expiration of 15 days 

from the date of giving or mailing the notice, or if by mail and either the place of deposit in the mail 

or the place of address is outside of this state, the period shall be 20 days instead of 15 days, and 

further, that upon written request to extend the redemption period and any applicable 

reinstatement period for 10 days, the seller or holder shall without further notice extend the period 

accordingly. 

7. Informs those persons that upon written request, the seller or holder will furnish a written 

accounting regarding the disposition of the motor vehicle as provided for in subdivision (b). The 

seller or holder shall advise them that this request must be personally served or sent first-class mail, 

postage prepaid, or certified mail, return receipt requested, to a person or office and address 

designated by the seller or holder. 
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8. Includes notice, in at least 10-point bold type if the notice is printed, reading as follows: “NOTICE. 

YOU MAY BE SUBJECT TO SUIT AND LIABILITY IF THE AMOUNT OBTAINED UPON DISPOSITION OF 

THE VEHICLE IS INSUFFICIENT TO PAY THE CONTRACT BALANCE AND ANY OTHER AMOUNTS DUE.” 

9. Informs those persons that upon the disposition of the motor vehicle, they will be liable for the 

deficiency balance plus interest at the contract rate, or at the legal rate of interest pursuant to 

Section 3289 if there is no contract rate of interest, from the date of disposition of the motor vehicle 

to the date of entry of judgment. 

 
The notice prescribed by this section shall not affect the discretion of the court to strike out an 

unconscionable interest rate in the contract for which the notice is required, nor affect the court in its 

determination of whether the rate is unconscionable. 

 
If the buyer defaults on the loan and the seller or holder repossesses or voluntarily accepts surrender of 

the motor vehicle, any person liable on the contract shall have a right to reinstate the contract and the 

seller or holder shall not accelerate the maturity of any part or all of the contract prior to expiration of 

the right to reinstate, unless the seller or holder reasonably and in good faith determines that any of the 

following has occurred: 

 

1. The buyer or any other person liable on the contract by omission or commission intentionally 

provided false or misleading information of material importance on his or her credit application.  

2. The buyer, any other person liable on the contract, or any permissive user in possession of the 

motor vehicle, in order to avoid repossession has concealed the motor vehicle or removed it from 

the state. 

3. The buyer, any other person liable on the contract, or any permissive user in possession of the 

motor vehicle, has committed or threatens to commit acts of destruction, or has failed to take care 

of the motor vehicle in a reasonable manner, so that the motor vehicle has become substantially 

impaired in value, or the buyer, any other person liable on the contract, or any non-occasional 

permissive user in possession of the motor vehicle has failed to take care of the motor vehicle in a 

reasonable manner, so that the motor vehicle may become substantially impaired in value. 

4. The buyer or any other person liable on the contract has committed, attempted to commit, or 

threatened to commit criminal acts of violence or bodily harm against an agent, employee, or officer 

of the seller or holder in connection with the seller’s or holder’s repossession of or attempt to 

repossess the motor vehicle. 
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5. The buyer has knowingly used the motor vehicle, or has knowingly permitted it to be used, in 

connection with the commission of a criminal offense, other than an infraction, as a consequence of 

which the motor vehicle has been seized by a federal, state, or local agency or authority pursuant to 

federal, state, or local law. 

6. The motor vehicle has been seized by a federal, state, or local public agency or authority  

 

Federal Buyers Guide 

California dealers who sell, or offer for sale, more than five used vehicles in a 12-month period must 

comply with the Federal Trade Commission's (FTC's) Used Car Rule. Banks and financial institutions are 

exempt from the Rule, as are businesses that sell vehicles to their employees, and lessors who sell a 

leased vehicle to a lessee, an employee of the lessee, or a buyer found by the lessee. 

 
Dealers must post a Buyer’s Guide before you display a vehicle for sale or let a customer inspect it for 

the purpose of buying it, even if the car is not fully prepared for delivery. Dealers must also display a 

Buyer’s Guide on used vehicles for sale on their lot through consignment, power of attorney, or other 

agreement. At public auctions, dealers and the auction company must comply. The Rule does not apply 

at auctions that are closed to consumers. 

The following are exempt from the Used Car Rule-Buyers Guide Requirement: 

 
1. Motorcycles; 

2. Any vehicle sold for scrap or parts if the dealer submits title documents to the appropriate state 

authority and obtains a salvage certification; and 

3. Agricultural equipment 

 
Display Requirements  

The Buyer’s Guide must be posted in a conspicuous location, either on or inside the vehicle in such a 

way that both sides are visible. For example, you can hang it on the interior rear-view mirror, a side-

view mirror outside the car or attach it to a side window. You may remove the Buyer’s Guide for a test 

drive.  

 
Customer Copy  

Dealers must provide the buyer with a copy of the Buyer’s Guide during the sales transaction. You may 

include a signature line on the Guide for the buyer to sign acknowledging receipt of the copy. If you opt 
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for a signature line, you must include a disclosure near it that says: "I hereby acknowledge receipt of 

the Buyers Guide at the closing of this sale." This language can be preprinted on the form. The 

signature line and the required disclosure must appear in the space provided for the name of the 

individual to be contacted in the event of complaints after the sale.  

 
If you conduct a used car transaction in Spanish, you must post a Spanish version of the Buyers Guide 

on the vehicle before you display or offer it for sale.  

 

Contract Cancellation Option Agreement 

A dealer cannot sell a used vehicle with a purchase price below forty thousand dollars ($40,000) at 

retail to an individual for personal, family, or household use without offering the buyer a 2-Day 

(minimum) contract cancellation option agreement that allows the buyer to return the vehicle without 

cause. A consumer who purchases the agreement must be permitted to drive the vehicle for at least 

250 miles during the contracted period. 

 
Separate Document Required 

The contract cancellation option agreement must be contained in a document separate from the 

conditional sale contract. Most vehicle dealers purchase these agreements from third party companies. 

It is not advisable to create your own contract cancellation option agreement because failure to list the 

required disclosures renders the sale unenforceable at the option of the consumer. If you are interested 

in drafting your own agreement you must satisfy the requirements set forth in California Vehicle Code § 

11713.21. 

 
Purchase Price 

The purchase price for the contract cancellation option cannot exceed the following: 

 
1. $75 for a vehicle with a cash price of $5,000 or less. 

2. $150 for a vehicle with a cash price of more than $5,000, but not more than $10,000. 

3. $250 for a vehicle with a cash price of more than $10,000, but not more than $30,000. 

4. 1% of the purchase price for a vehicle with a cash price of more than $30,000, but not more than 

$40,000. 
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Restocking Fees 

The restocking fee for the contract cancellation option cannot exceed the following: 

 
$175 if the vehicle’s cash price is five thousand dollars $5,000 or less. 

$350 if the vehicle’s cash price is less than ten thousand dollars $10,000. 

$500 if the vehicle cash price is ten thousand dollars $10,000 or more.  

 
The dealer must apply toward the restocking fee the price paid by the buyer for the contract 

cancellation option. For example, if the dealer charged $150 for the option purchase price and a $350 

restocking fee, the dealer must subtract $150 from the $350 restocking fee. Therefore the dealer ends 

up with $150 for the option price and $200 for the restocking fee for a total of $350. The price for 

purchase of the contract cancellation option is not otherwise subject to setoff or refund. 

 
Refunds 

No later than the second day following the day on which the buyer exercises the right to cancel the 

purchase in compliance with the contract cancellation option agreement, the dealer shall cancel the 

contract and provide the buyer with a full refund. 

 
Trade-Ins—Free Cancellation Option 

If the buyer was not charged for the contract cancellation option agreement, the dealer shall return to 

the buyer any motor vehicle the buyer left with the dealer as a down payment or trade-in. If the dealer 

has sold or otherwise transferred title to the motor vehicle that was left as a down payment or trade-in, 

a full refund shall include the fair market value of the motor vehicle left as a down payment or trade-in, 

or its value as stated in the contract or purchase order, whichever is greater. 

 
Trade-Ins—Consumer Pays For Cancellation Option 

If the buyer was charged for the contract cancellation option agreement, the dealer shall retain any 

motor vehicle the buyer left with the dealer as a down payment or trade-in until the buyer exercises the 

right to cancel or the right to cancel expires. If the buyer exercises the right to cancel the purchase, the 

dealer shall return to the buyer any motor vehicle the buyer left with the seller as a down payment or 

trade-in. If the dealer has inadvertently sold or otherwise transferred title to the motor vehicle as the 

result of a bona fide error, notwithstanding reasonable procedures designed to avoid that error, the 

inadvertent sale or transfer of title shall not be deemed a violation of this paragraph, and a full refund 
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shall include the retail market value of the motor vehicle left as a down payment or trade-in, or its value 

as stated in the contract or purchase order, whichever is greater. 

 
30 Day Exemption Rule 

A dealer is not required to offer a contract cancellation option agreement to an individual who 

exercised his or her right to cancel the purchase of a vehicle from the dealer pursuant to a contract 

cancellation option agreement during the immediately preceding 30 days. A dealer is not required to 

give notice to a subsequent buyer of the return of a vehicle pursuant to this section. This subdivision 

does not abrogate or limit any disclosure obligation imposed by any other law. 

 

Vehicular Air Pollution Control (Smog) 

General Rule and Exemptions 

All motor vehicles powered by internal combustion (gas) engines shall be required biennially to obtain 

a smog certificate of compliance except for the following: 

 
1. All motorcycles  

2. All motor vehicles manufactured prior to the 1976 model-year 

3. All motor vehicles four or less model-years old 

4. Beginning January 1, 2005, all motor vehicles six or less model-years old 

5. Beginning January 1, 2019, all motor vehicles eight or less model-years old 

6. All diesel-powered vehicles manufactured prior to the 1998 model-year 

7. All diesel-powered vehicles that have a gross vehicle weight rating of 8,501 pounds or more 

 
Dealer Responsibility 

A licensed motor vehicle dealer shall be responsible for having a smog check inspection performed on, 

and a certificate of compliance issued for, every motor vehicle offered for retail sale. A certificate 

issued to a licensed motor vehicle dealer shall be valid for a two-year period, or until the vehicle is sold 

and registered to a retail buyer, whichever occurs first. 

 

Wholesale Transactions 

Dealers conducting a wholesale transaction are not required to smog vehicles.   
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Smog Fee Reimbursement 

Dealers may charge consumers $50.00 for the smog test and $8.25 for the smog certificate, irrespective 

of the actual cost of the test. 

 

Retail Report of Sale (ROS) Form 

General Information 

Upon being licensed, the DMV will provide retail dealers with a book containing ROS forms, which are 

the property of DMV. DMV Form OL 395U is used to place an order for additional ROS forms in the 

future. A dealer must complete the ROS form for most retail sales along with the required registration 

documents and fees. A dealer is not required to complete a ROS to register a used vehicle solely in the 

name of the dealership.   

 
The ROS must be used in numerical sequence. The information on the form may be typewritten, 

computer-generated, or hand-printed. If hand-printed, DMV prefers only block uppercase letters are 

used. 

 
Distribution of the Report of Sale–Used Vehicle (REG 51) 

Application Copy (upper original section) 

Within 30 days of the date of sale, submit the application copy to the DMV with the fees and 

documents required to transfer the vehicle. Deliver the application copy and all transfer documents to 

the buyer instead of the department if the buyer demands the certificate of title and requests to 

register the vehicle themselves.   

Dealer’s Book Copy (upper duplicate section) 

The dealer must retain the dealer’s copy for four years. 

Purchaser’s Temporary Identification Copy (bottom portion of the original) 

The dealer must display the purchaser’s copy on the vehicle before the vehicle is delivered to the 

purchaser. This authorizes operation of the vehicle on the roadway until the buyer receives the license 

plates and registration card. A dealer who violates this requirement shall pay to the department an 

administrative service fee of five dollars ($5) for each violation. 
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A vehicle displaying this form may be operated without license plates until either of the following, 

whichever occurs first: 

1. The license plates and registration card are received by the purchaser. 

2. A 90-day period, commencing with the date of sale of the vehicle, has expired. 

 
For customer privacy, fold the purchaser’s copy so only the upper portion with the report of sale 

number, vehicle make, and vehicle identification number show and place it in the lower rear window.  

I. If the information will be obscured, place it in the lower right corner of either the windshield 

or a side window.  

 
Do not attach the purchaser’s copy on:  

 
1. Vehicles to be registered in another state; or 

2. Vehicles sold for export to another country 

5-Day Dealer’s Notice (bottom portion of the duplicate) 

The dealer must give written notice of a vehicle sale, no later than 5 days after the sale date, to DMV 

headquarters by mailing the 5-day dealer notice to the pre-printed address on the form. Unfortunately, 

the form cannot be submitted to a local field office. The form releases the dealer from civil liability 

arising from operation of the vehicle. A dealer who violates this requirement shall pay DMV an 

administrative service fee of $5 for each violation. 

 
Other Report of Sale (ROS) Processing Instructions 

DMV’s Vehicle Industry Registration Procedures manual contains specific instructions on how to process 

an ROS form depending on the scenario involved. It is advisable that you consult the manual in order to 

stay in compliance with the administrative regulations and statutory laws. The following topics are 

discussed in the manual: 

Processing a Sale When The Original ROS Was Lost 

Consult Chapter 8, Section 8.025 of the manual.  

Processing Corrections on the ROS 

Consult Chapter 8, Section 8.015 of the manual.  
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Processing a Completed ROS after Voiding a Sale 

Consult Chapter 8, Section 8.030 of the manual.  

Processing an ROS for a Vehicle to be Registered in Another State 

Consult Chapter 8, Section 8.050 of the manual.  

Processing an ROS when Buyer Demands the Certificate of Title 

Consult Chapter 8, Section 8.055 of the manual.  

Processing an ROS after Consumer Returns Vehicle  

Consult Chapter 11, Section 11.150 of the manual.  

 

Wholesale Report of Sale (WROS) 

Dealers must report vehicle sales on a Wholesale Report of Sale (REG 396) when vehicles are sold to:  

1. California Dealers  

2. Out-of-State Dealers 

3. Auto Auctions  

4. Dismantlers  

5. Steel Mills, or  

6. Scrap Metal Processors  

 
Distribution of the WROS (REG 396) 

Distribute the WROS as follows:  

 
1. Mail the white copy to the address shown on the REG 396 to DMV within 5 days after the sale date. 

2. Give the yellow copy to the buyer.  

3. Retain the blue seller’s copy for a minimum of four years. 

 
Voided WROS (REG 396) Forms 

Do not submit voided WROS forms to the DMV. Complete a Statement of Facts (REG 256) stating the 

circumstances of the error (void) and keep it and the voided copy with your records for a minimum of 

four years. 
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Wholesale Rollback 

If the buying dealer returns a vehicle to the selling dealer (rollback), the buyer must complete a WROS 

back to the selling dealer. The WROS must be submitted to the DMV at the address shown on the form 

within 5 days. 

 

Storage and Security of Report of Sale (ROS) Forms 

DMV requires dealers to store and maintain their ROS Forms in secure manner at the principal office, 

preferably in a locked file cabinet. ROS forms, which are contained in a book, are the property of DMV. 

DMV inspectors are authorized to enter your dealership and inspect them during normal business hours.  

 

Vehicle Verification (Indicia Verification) 

General Information 

DMV may require a physical inspection of a vehicle prior to completing a vehicle registration 

application. This includes inspecting the vehicle’s identification number (indicia verification) to 

ascertain whether the vehicle is reported as stolen.  

 
Vehicle verification is required for: 

 
1. Registration of a vehicle last registered out of state  

2. Registration of a previous “junk” or “salvage” vehicle, unless the application contains a CHP 

Certificate of Inspection (CHP 97C)  

3. When the VIN shown on certificates is different from the VIN shown on record. (Including vehicles 

being junked). 

 
Authorized Vehicle Verifiers Include:  

 
1. DMV employees.  

2. Peace officers including military police (California Penal Code §830).  

3. Employees of auto clubs that provide registration services.  

4. Persons licensed as vehicle verifiers by DMV 

I. Licensed vehicle verifiers cannot do VIN inspections for revived salvage, revived junk, SPCNS 

vehicles, or motorcycles with an unavailable California record (last registered in California 

but a record no longer appears on the DMV database). 
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Dealer Responsibility for Fee Collection 

General Rule 

Dealers are responsible for itemizing and collecting the proper fee amounts for a vehicle sale from the 

buyer and dispersing the fees to the proper agency.  

 
1. Buyers cannot be charged more than the amount required to complete the registration transaction.  

2. Buyers may be charged all fees due to DMV, including fees for duplicates and penalties that 

accrued prior to the vehicle entering the dealer inventory, unless those penalties accrued through 

untimely submission of fees and/or documents by the dealer.  

3. Fees paid by a dealer to avoid penalties may usually be charged to the buyer.  

 
Calculating Registration Fees 

The DMV provides a vehicle registration fee calculator on their website. You can compute the 

registration, sales tax, and other miscellaneous fees at the following web address:  

https://www.dmv.ca.gov/FeeCalculatorWeb/usedVehicleForm.do 

                                         

 

 

 

 

 

 

 

California Registration Fee Exemption 

A Dealer is not required to collect registration fees for a vehicle to be registered out of state if: 

 
1. A Certified Auto Transporter transports the vehicle to the buyer in his/her state  

2. The vehicle is transferred to the buyer using a One Trip Permit issued by the DMV 

3. The Dealer transports the vehicle him/herself across state lines to the buyer 

4. The vehicle is registered out of state before any delivery takes place 
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Transfer Fees  

The DMV charges $15.00 to transfer title or any ownership interest in an automobile, motorcycle, 

commercial vehicle or trailer coach.  

 
Document Preparation Service Fees 

Dealers may charge buyers a document preparation service fee not to exceed $70 or $85 if the dealer is 

a Business Partner Automation (BPA) program participant. This fee is not required or collected by the 

DMV and it is unlawful to represent this charge as a governmental fee.  

 
Refund of Excess Fees 

If a buyer pays the dealer an amount for the licensing or transfer of title of a vehicle and the amount is 

in excess of the actual fees due, the dealer must return the excess amount to the buyer. 

 
Repossessions—Waiver of Penalty Fees (Dealer Auction Sale) 

When a repossessed vehicle is sold through a dealer conducting a wholesale motor vehicle auction, the 

renewal penalties due may be waived if all fees due are paid within 60 days of the last auction date. 

The following must also be submitted by the dealer:  

 
1. A Certificate of Repossession (REG 119) form.  

2. Repossession and transfer fees.  

3. A Statement of Facts (REG 256) form which states the following:  

I. The dealer is requesting a renewal fee penalty waiver.  

II. The vehicle is a repossessed vehicle.  

III. The repossessed vehicle is sold through a dealer conducting a wholesale motor vehicle 

auction.  

IV. The date of the last wholesale motor vehicle auction and that all renewal fees due have been 

paid with within 60 days of the last wholesale motor vehicle auction date. 
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Sales Tax 

Collecting Sales Tax 

A retail dealer is responsible for paying sales tax on all retail sales of a motor vehicle to the California 

State Board of Equalization (BOE), a state agency responsible for enforcing the collection of taxes in 

California. Although the dealer is responsible for paying sales tax, he is permitted to seek 

reimbursement from the consumer.  

 
Seller’s Permit 

A wholesale or retail dealer is required to obtain a seller’s permit from the BOE. A seller’s permit’s 

primary function is to permit dealers to purchase vehicles tax free if they intend to resell the vehicle at 

a later date.   

 
Sales Tax Calculation 

There are 58 counties in California, each with their own sales tax rates. The State Board of Equalization 

discloses such rates on their website (www.boe.ca.gov/cgi-bin/rates.cgi). After finding the applicable tax 

rate, multiply this percentage to the sales price + the taxable items. 

 

EXAMPLE 

(Tax Rate) x (Sales Price) + (Smog Fee) + (Document Preparation Fee)   = TOTAL SALES TAX 

                       10%       x     $10,000     +     $50.00      +                  $70.00                        =          $1016.50 

 

    

Taxable Items 

1. The Sales Price 

2. Installed Accessories (including labor) 

3. The Document Preparation Fee 

I. Dealers may generally charge $70.00 to prepare sale documents. 

II. Dealers who are Business Partner Automation Program participants may charge $85.00 to 

prepare sale documents. 

4. $50 Smog Fee 
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Non-Taxable Items 

1. DMV License and Registration Fees 

2. $8.25 Smog Certificate  

 
Sales Tax Collection Exemption 

A dealer is not required to collect sales tax for a vehicle to be registered out of state if the buyer takes 

delivery of the vehicle outside of California.  However, the dealer must show proof of the out-of-state-

delivery. This can be accomplished by hiring an auto transporter to deliver the vehicle. The dealer can 

also drive the vehicle across state lines to the consumer. If this method is chosen, the State Board of 

Equalization requires the dealer execute and submit Form BOE-448 as proof. The dealer and consumer 

must have their signature notarized in the state of delivery. 

 
Use Tax 

As stated previously, dealers are exempt from paying sales tax when purchasing motor vehicles if they 

obtain a seller’s permit from the BOE and intend to resell the vehicle in the future. However, the dealer 

will be obligated to pay a use tax if a motor vehicle in dealer inventory is used for business or pleasure. 

The use tax obligation amount will depend on the particular use involved. The only circumstance 

wherein a dealer is exempt from paying a use tax is when the dealer displays or demonstrates (test 

drive) the vehicle. Refer to the BOE’s website for specific details regarding use tax in the motor vehicle 

dealer industry. 

 

One Trip Permits 

A One Trip Permit may be issued by DMV for operating any of the following vehicles, except a crane: 

 
1. A vehicle while being moved or operated for one continuous trip from a place within California to 

another place either within or outside California or from a place outside California to a place within 

California. 

2. A vehicle while being moved or operated for one round trip to be completed within 60 days from 

one place to another for the purpose of participating as a vehicular float or display in a lawful 

parade or exhibition, provided that the total round trip does not exceed 100 miles. 
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National Motor Vehicle Title Information System Report—NMVTIS 

Dealer’s Responsibility 

A dealer cannot display or offer for retail sale a used vehicle unless he first obtains a NMVTIS vehicle 

history report from a NMVTIS data provider. 

 
If the report indicates the vehicle is or has been a junk automobile or a salvage automobile or the 

vehicle has been reported as a junk automobile or a salvage automobile by a junk yard, salvage yard, or 

insurance carrier or the certificate of title contains a brand, a dealer shall do both of the following: 

 
1. Post the following disclosure on the vehicle while it is displayed for sale at retail in at least 14-point 

bold black type, except for the title “Warning” which shall be in at least 18-point bold black type, on 

at least a 4 x 5.5 inch red background in close proximity to the Federal Trade Commission’s Buyer’s 

Guide: 

“WARNING 

According to a vehicle history report issued by the National Motor Vehicle Title Information System 

(NMVTIS), this vehicle has been reported as a total-loss vehicle by an insurance company, has been 

reported into NMVTIS by a junk or salvage reporting entity, or has a title brand which may materially 

affect the value, safety, and/or condition of the vehicle. Because of its history as a junk, salvage, or title-

branded vehicle, the manufacturer’s warranty or service contract on this vehicle may be affected. Ask 

the dealer to see a copy of the NMVTIS vehicle history report. You may independently obtain the report 

by checking NMVTIS online at www.vehiclehistory.gov.” 

 
2. Provide the retail purchaser with a copy of the NMVTIS vehicle history report upon request prior to 

sale. 

 
California Branded Titles 

 
The following brands are placed on California Certificates of Title and Department of Motor Vehicles 

(DMV) records: 

 
1. Salvage—Vehicles marked with a "salvaged" brand were involved in an accident or incurred 

considerable damage from another source, such as a flood or vandalism. This brand includes 

previously dismantled (junk) vehicles. 
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2. Original Taxi or Prior Taxi—Vehicles formerly used "for hire" and which usually have high mileage. 

3. Original Police or Prior Police—Vehicles formerly used by law enforcement and which usually have 

high mileage. 

4. Non-USA—Vehicles manufactured for sale and use outside the United States that have been 

converted to meet federal and California safety and emissions standards. 

5. Warranty Return or Lemon Law Buyback—Vehicles which have been returned to the manufacturer 

under California's Lemon Law. 

6. Remanufactured—A licensed remanufacturer that constructs vehicles consisting of used or 

reconditioned parts. These vehicles may be sold under a distinctive trade name. 

 
Common Title Brands in Other States: 

 
1. Damaged 

2. Dismantled 

3. Gray market 

4. Junk 

5. Lemon law buyback 

6. Prior police 

7. Prior taxi 

8. Rebuilt 

9. Reconditioned 

10. Remanufactured 

11. Replica 

12. Revived junk 

13. Revived salvage 

14. Salvage 

15. Scrap vehicle 

16. Totaled 

17. Warranty returned 

18. Water damage 
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Negotiating a Vehicle Sale in a Foreign Language 

General Rule 

Any person engaged in the automotive trade or business who negotiates a conditional sales contract or 

lease contract primarily in Spanish, Chinese, Tagalog, Vietnamese, or Korean, orally or in writing, shall 

deliver to the buyer a translation of the contract or agreement in the language in which the contract or 

agreement was negotiated, that includes a translation of every term and condition in that contract or 

agreement. The translation must be provided before the contract is executed.  

 
The terms of the contract or agreement that is executed in the English language shall determine the 

rights and obligations of the parties. However, the translation of the contract or the disclosures in any of 

the languages specified above in which the contract or agreement was negotiated shall be admissible in 

evidence only to show that no contract was entered into because of a substantial difference in the 

material terms and conditions of the contract and the translation. 

 
Translation Notice to Consumer 

At the time and place where a conditional sales contract or lease agreement is executed, a notice in any 

of the languages specified above in which the contract or agreement was negotiated shall be 

conspicuously displayed to the effect that the dealer is required to provide a contract or agreement in 

the language in which the contract or agreement was negotiated, or a translation of the disclosures 

required by law in the language in which the contract or agreement was negotiated, as the case may be. 

If the dealer does business at more than one location or branch, this rule shall apply only with respect to 

the location or branch at which the language in which the contract or agreement was negotiated is used. 

 
Translation Exception 

The general rule does not apply to any person engaged in a trade or business who negotiates primarily 

in a language other than English if the other party negotiates the terms of the contract, lease, or other 

obligation through “his or her own interpreter.” The term “his or her own interpreter” means:  

 
1. A person 

2. Not a minor 

3. Able to speak fluently and read with full understanding of both the English language and any of the 

languages specified above in which the contract or agreement was negotiated, and  



58 

 

4. Who is not employed by, or whose service is made available through, the person engaged in the 

trade or business. 

 
Consumer’s Remedies 

If a translation is not provided, the aggrieved party may rescind the contract or agreement. 

 

Buy-Here-Pay-Here Dealer Sale Requirements 

Buy-Here-Pay-Here Dealer Defined 

A “buy-here-pay-here” dealer is a dealer who does all of the following: 

 
1. Enters into conditional sale contracts 

2. Assigns less than 90 percent of all un-rescinded conditional sale contracts and lease contracts to 

unaffiliated third-party finance or leasing sources within 45 days of the consummation of those 

contracts. 

3. For purposes of this section, a conditional sale contract does not include a contract for the sale of a 

motor vehicle if all amounts owed under the contract are paid in full within 30 days. 

 
Buy-Here-Pay-Here (BHPH) Dealer Disclosure 

A BHPH dealer must affix a label on any used vehicle being offered for retail sale that states the 

reasonable market value of that vehicle. The label must meet all of the following conditions: 

 
1. Be in writing. 

2. Be printed with a heading that reads “REASONABLE MARKET VALUE OF THIS VEHICLE” in at least 

16-point bold type and text in at least 12-point type. 

3. Be located adjacent to the window sticker identifying the equipment provided with the vehicle or, if 

none, it shall be located prominently and conspicuously on the vehicle so that it is readily readable. 

4. Contain the information used to determine the reasonable market value of the vehicle, including, 

but not limited to, the use of a nationally recognized pricing guide for used vehicles. 

5. Contain the date the reasonable market value was determined. 

6. Indicate that the reasonable market value is being provided only for comparison shopping and is not 

the retail sale price or the advertised price of the vehicle. 
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A BHPH dealer must provide the buyer a copy of any information obtained from a nationally recognized 

pricing guide used to determine the reasonable market value of the vehicle. 

 
“Reasonable market value” means the average retail value of a used vehicle based on the condition, 

mileage, year, make, and model of the vehicle, as determined within the last 60 days by a nationally 

recognized pricing guide that provides used vehicle retail values or pricing reports to vehicle dealers or 

the public. 

 
“Nationally recognized pricing guide” includes, but is not limited to, the Kelley Blue Book (KBB), 

Edmunds, the Black Book, or the National Automobile Dealers’ Association (NADA) Guide. 

 
Buy Here Pay Here Dealer Mandatory Warranty 

No BHPH dealer shall sell or lease a used vehicle at retail price without giving the buyer or lessee a 

written warranty that shall have a minimum duration of at least 30 days from the date of delivery or 

when the odometer has registered 1,000 miles from what is shown on the contract, whichever occurs 

first. 

 
The written warranty shall provide that if the buyer or lessee notifies the BHPH dealer that the vehicle 

does not conform to the written warranty, the BHPH dealer shall either:  

1. Repair the vehicle to conform to the written warranty,  

2. Reimburse the buyer or lessee for the reasonable cost of repairs, or  

3. Cancel the sale or lease contract and provide the buyer or lessee with a full refund, less a 

reasonable amount for any damage sustained by the vehicle after the sale or lease 

 
The written warranty shall provide that the buy-here-pay-here dealer shall pay 100 percent of the cost 

of labor and parts for any repairs pursuant to the warranty, and may not charge the buyer or lessee for 

the cost of repairs or for inspecting the vehicle, tearing down the engine or transmission or other part, 

or for any deductible. 

 
The BHPH dealer may elect to refund the buyer or lessee a full refund rather than performing a repair.  

The written warranty shall cover at least the following components: 

 
1. Engine, including all internally lubricated parts. 

2. Transmission and transaxle. 
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3. Front and rear wheel drive components. 

4. Engine cooling system. 

5. Alternator, generator, starter, and ignition system, not including the battery. 

6. Braking system. 

7. Front and rear suspension systems. 

8. Steering system and components. 

9. Seatbelts. 

10. Inflatable restraint systems installed on the vehicle as originally manufactured. 

11. Catalytic converter and other emissions components necessary for the vehicle to pass a California 

emissions test. 

12. Heater. 

13. Seals and gaskets on components described in this subdivision. 

14. Electrical, electronic, and computer components, to the extent that those components substantially 

affect the functionality of other components described in this subdivision. 

 
Buy-Here-Pay-Here Dealer GPS and Ignition Notice 

After a sale of a vehicle, a buy-here-pay-here dealer shall not do any of the following: 

1. Utilize electronic tracking technology to obtain or record the location of the vehicle, unless the 

buyer is expressly made aware of the existence and use of the tracking technology by the buy-here-

pay-here dealer, the buyer’s written consent is obtained, and either of the following apply: 

I. The electronic tracking technology is used solely to verify and maintain the operational 

status of the tracking technology, to repossess the vehicle, or to locate the vehicle to 

service the loan or keep the loan current. 

II. The electronic tracking technology is used solely for any optional service to the buyer and 

both of the following conditions are met: 

i. The agreement to utilize electronic tracking technology for the optional service 

is separate from the purchase and sale agreement, is not a condition of the 

purchase or sale agreement for the vehicle, and is executed after the 

completion of the purchase or sale agreement for the vehicle. 

ii. The buyer is permitted to cancel the optional service at any point in the future 

without affecting the sale of the vehicle, and is informed of his or her ability to 

do so. 
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2. Disable the vehicle by using starter interrupt technology, unless the buy-here-pay-here dealer 

complies with all of the following provisions: 

I. Notifies the buyer in writing at the time of the sale that the vehicle is equipped with starter 

interrupt technology, which the buy-here-pay-here dealer can use to shut down the vehicle 

remotely. 

II. The written disclosure provided to the buyer at the time of sale informs the buyer that a 

warning will be provided five days before the use of the starter interrupt technology for all 

weekly payment term contracts and 10 days before the use of starter interrupt technology 

on all other contracts, and a final warning will be provided no less than 48 hours before the 

use of the starter interrupt technology to shut down the vehicle remotely and discloses the 

manner and method in which that warning will occur. The dealer shall offer the buyer a 

choice of warning methods, including warning from the device, telephone call, email, or text 

message, if available, provided that the warning method does not violate applicable state or 

federal law. 

III. The written disclosure provided to the buyer at the time of sale informs the buyer that in the 

event of an emergency, the buyer will be provided with the ability to start a dealer-disabled 

vehicle for no less than 24 hours after the vehicle’s initial disablement. 

 

 

 

 

 

 

 

 

 



62 

 

Chapter 3  

Dealership Business Practices 
Advertising 

Advertising Defined 

Any statement advertised refers to any statement, representation, act or announcement intentionally 

communicated to any member of the public by any media method or other means. The terms 

“advertising,” “advertisement,” or “advertise” refer to a statement, representation, act or 

announcement intentionally communicated to the public generally for the purpose of arousing a desire 

to buy or patronize. 

 
Any advertised statements, representations, or offers made in connection with the sale or attempted 

sale of any vehicle(s) shall be clearly set forth, and based on facts. 

 
Vehicle History 

Express advertisements of a vehicle's prior use or ownership history must be accurate. Former taxicabs, 

rental vehicles, publicly owned vehicles, insurance salvage vehicles and revived salvage vehicles shall be 

clearly identified as such if the previous status is known to the seller.  

 
Vehicle Condition 

Statements of vehicle condition must accurately reflect the known condition, and pictures of vehicles 

must accurately depict their overall appearance.  

 
Advertised Price 

A specific vehicle advertised by a dealer shall be in condition to demonstrate and shall be willingly 

shown and sold at the advertised price and terms while such vehicle remains unsold or unleased, unless 

the advertisement states that the advertised price and terms are good only for a specific time and such 

time has elapsed. Advertised vehicles must be sold at or below the advertised price irrespective of 

whether or not the advertised price has been communicated to the purchaser. 

 
Returned Vehicles 

If a dealer advertises that a vehicle may be returned if the purchaser is not satisfied, the advertisement 

must clearly state the terms and conditions of the offer. In addition, the dealer must furnish the buyer 
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with a written copy of the terms and conditions of return before obtaining the purchaser's signature to a 

purchase order or sales contract.  

 
Identity of Dealer 

Advertisements by dealers shall identify the dealer either by the name under which the licensee does 

business or by such other name as will serve to readily identify the dealer both to the public and the 

department. 

 
Unlawful Advertising Actions 

A dealer shall not do any of the following: 

 
1. Advertise a specific vehicle for sale without identifying the vehicle by its model, model-year, and 

either its license number or that portion of the vehicle identification number that distinguishes the 

vehicle from all other vehicles of the same make, model, and model-year. 

2. Advertise the total price of a vehicle without including all costs to the purchaser at time of sale, 

except taxes, vehicle registration fees, the California tire fee, emission testing charges not exceeding 

fifty dollars ($50), actual fees charged for certificates, finance charges, and any dealer document 

processing charge or charge to electronically register or transfer the vehicle. 

3. Exclude from an advertisement of a vehicle for sale that there will be added to the advertised total 

price at the time of sale, charges for sales tax, vehicle registration fees, the California tire fee, the 

fee charged by the state for the issuance of a certificate of compliance or noncompliance pursuant 

to a statute, finance charges, a charge to electronically register or transfer the vehicle, and a dealer 

document processing charge. 

I. The obligations imposed by paragraph (3) are satisfied by adding to the advertisement a 

statement containing no abbreviations and that is worded in substantially the following 

form: “Plus government fees and taxes, any finance charges, any dealer document 

processing charge, any electronic filing charge, and any emission testing charge.” 

II. For purposes of paragraph (3), “advertisement” means an advertisement in a newspaper, 

magazine, or direct mail publication that is two or more columns in width or one column in 

width and more than seven inches in length, or on a Web page of a dealer’s Internet Web 

site that displays the price of a vehicle offered for sale on the Internet. 

4. Represent the dealer document processing charge, electronic registration or transfer charge, or 

emission testing charge, as a governmental fee. 
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5. Fail to sell a vehicle to a person at the advertised total price. Advertised vehicles shall be sold at or 

below the advertised total price regardless of whether the purchaser has knowledge of the 

advertised total price. 

6. Advertise free merchandise, gifts, or services provided by a dealer contingent on the purchase of a 

vehicle. “Free” includes merchandise or services offered for sale at a price less than the seller’s cost 

of the merchandise or services. 

7. Make or disseminate, or cause to be made or disseminated, before the public in this state, in a 

newspaper or other publication, or an advertising device, or by public outcry or proclamation, or in 

any other manner or means whatever, a statement that is untrue or misleading and that is known, 

or that by the exercise of reasonable care should be known, to be untrue or misleading; or to so 

make or disseminate, or cause to be so disseminated, a statement as part of a plan or scheme with 

the intent not to sell a vehicle or service so advertised at the price stated therein, or as so 

advertised. 

8. Fail, within 48 hours, to withdraw in writing an advertisement of a vehicle that has been sold or 

withdrawn from sale. 

9. Advertise the prior use or ownership history of a vehicle in an inaccurate manner.  

10. Advertise a guaranteed trade-in allowance. 

11. Violate a law prohibiting bait and switch advertising, including, but not limited to, the guides 

against bait advertising set forth in Part 238 (commencing with Section 238) of Title 16 of the Code 

of Federal Regulations, as those regulations read on January 1, 1988. 

12. Advertise an underselling claim, including, but not limited to, “we have the lowest prices” or “we 

will beat any dealer’s price,” unless the dealer has conducted a recent survey showing that the 

dealer sells its vehicles at lower prices than another licensee in its trade area and maintains records 

to adequately substantiate the claims. The substantiating records shall be made available to the 

department upon request. 

13. Display or offer for sale a used vehicle unless there is affixed to the vehicle the Federal Trade 

Commission’s Buyer’s Guide. 

14. Use a simulated check in an advertisement for the sale or lease of a vehicle.  
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Advertising Certified Vehicles 

A dealer cannot advertise for sale or sell a used vehicle as “certified” or use any similar descriptive 

term in the advertisement or the sale of a used vehicle that implies the vehicle has been certified to 

meet the terms of a used vehicle certification program if any of the following apply: 

 
1. The dealer knows or should have known that the odometer on the vehicle does not indicate actual 

mileage, has been rolled back or otherwise altered to show fewer miles, or replaced with an 

odometer showing fewer miles than actually driven. 

2. The dealer knows or should have known that the vehicle was reacquired by the vehicle’s 

manufacturer or a dealer pursuant to state or federal warranty laws. 

3. The title to the vehicle has been inscribed with the notation “Lemon Law Buyback,” “manufacturer 

repurchase,” “salvage,” “junk,” “nonrepairable,” “flood,” or similar title designation required by 

this state or another state. 

4. The vehicle has sustained damage in an impact, fire, or flood, that after repair prior to sale 

substantially impairs the use or safety of the vehicle. 

5. The dealer knows or should have known that the vehicle has sustained frame damage. 

6. Prior to sale, the dealer fails to provide the buyer with a completed inspection report indicating all 

the components inspected. 

7. The dealer disclaims any warranties of merchantability on the vehicle. 

8. The vehicle is sold “AS IS.” 

9. The term “certified” or any similar descriptive term is used in any manner that is untrue or 

misleading or that would cause any advertisement to be in violation of subdivision (a) of Section 

11713 of this code or Section 17200 or 17500 of the Business and Professions Code. 

 
This section does not apply to the advertisement or sale of a used motorcycle or a used off-highway 

motor vehicle. 

 
Simulated Checks Prohibited 

A dealer is prohibited from using a “simulated check” (fake check) in an advertisement for the sale or 

lease of a vehicle. 
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Simulated Checks Defined 

A “simulated check” means any document that is not currency, a check, draft, note, bond, or other 

negotiable instrument but that, because of its appearance, has the tendency to mislead or deceive any 

person viewing it into believing that it, in fact, represents any of the following:  

1. Currency or a negotiable instrument that can be deposited in a bank or used for third party 

payments;  

2. A prize, gift, or monetary benefit that the recipient has won or is entitled or guaranteed to receive; 

or  

3. An actual check or other item of value that can be claimed or redeemed.  

 

Disclosing Known Material Damage On New Vehicles 

California Vehicle Code Definition of “New Vehicle” 

A “new vehicle” is a vehicle constructed entirely from new parts that has never been the subject of a 

retail sale, or registered with DMV, or registered with the appropriate agency or authority of any other 

state, District of Columbia, territory or possession of the United States, or foreign state, province, or 

country. 

 
Dealer Responsibility 

Every dealer shall disclose in writing to the purchaser of a new or previously unregistered motor 

vehicle, prior to entering into a contract for the vehicle or, if unknown at that time, prior to delivery of 

the vehicle, any material damage known by the dealer to have been sustained by the vehicle and 

subsequently repaired. 

 
Every dealer shall disclose in writing to the purchaser of a new or previously unregistered motor 

vehicle, prior to entering into a contract for the vehicle or, if unknown at that time, prior to delivery of 

the vehicle, any damage, including, but not limited to, material damage, known by the dealer to have 

been sustained by the vehicle and not repaired. 
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Material Damage Defined 

Damage sustained by a motor vehicle is material under any of the following circumstances: 

 
1. The damage required repairs having a value, including parts and labor calculated at the repairer’s 

cost, exceeding 3 percent of the manufacturer’s suggested retail price of the vehicle or $500, 

whichever is greater.  

2. The damage was to the frame or drive train of the motor vehicle. 

3. The damage occurred in connection with a theft of the entire vehicle. 

4. The damage was to the suspension of the vehicle requiring repairs other than wheel balancing or 

alignment. 

 

Odometer Disclosure 

Mandatory Reporting 

In compliance with the Federal Truth in Mileage Act of 1986, odometer mileage disclosure must be 

collected by the California DMV on original registration and registered owner transfer applications of the 

following vehicles that are nine model years old and newer: 

 
1. Automobiles 

2. Commercial vehicles with an unladen weight of 8,500 pounds or less or a gross vehicle weight 

(GVW) of 16,000 pounds or less. 

3. Motorcycles 

 
Determine the exempt vehicle year model by subtracting 10 years from the current calendar year. For 

example, in calendar year 2014, 2004 and older year models are exempt. 

 
Federal Odometer Disclosure Requirements 

Original Signature(s) Required—Odometer disclosure requires original signatures by the seller(s) and 

buyer(s). Signatures by power of attorney are not acceptable. The original signature of one seller and 

one buyer is sufficient when multiple owners are shown on the title. 

 
Hand Printed Name(s) Required—The printed name and signature of an individual buyer or seller must 

be completed by hand in ink. Endorsements by a business may show a hand printed, typewritten, or 
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computer generated business name, but the countersignature of the authorized agent must be 

completed by hand and in ink. 

 
Odometer Tampering 

It is unlawful for any person to advertise for sale, to sell, to use, or to install on any part of a motor 

vehicle or on an odometer in a motor vehicle any device which causes the odometer to register any 

mileage other than the true mileage driven. 

 
It is unlawful for any person with the intent to defraud to operate a motor vehicle on any street or 

highway knowing that the odometer of such vehicle is disconnected or nonfunctional. 

 
It is unlawful for any person to disconnect, turn back, advance, or reset the odometer of any motor 

vehicle with the intent to alter the number of miles indicated on the odometer gauge. 

 
Service, Repair or Replacing the Odometer 

A dealer may service, repair, or replace an odometer, if the mileage indicated on the odometer remains 

the same as before the service, repair, or replacement. If the odometer is incapable of registering the 

same mileage as before the service, repair, or replacement, the odometer shall be adjusted to read 

zero and a notice in writing shall be attached to the left doorframe of the vehicle by the person 

performing the service, repair, or replacement specifying the mileage prior to the service, repair or 

replacement of the odometer and the date on which it was serviced, repaired, or replaced. 

 
Odometer Disclosure for Repossessed Vehicles 

The odometer mileage reading for a repossessed vehicle must be reported by the legal owner 

(lienholder) of record as follows: 

 
1. The lienholder releases interest in the vehicle on the Certificate of Repossession (REG 119) form.  

2. The word “REPO” is entered on line 1.  

3. The REG 119 is used to transfer title without the registered owner’s endorsement.  

4. If the title has a separate odometer disclosure section, the lienholder may complete and sign that 

section. If there is no separate odometer disclosure section, a Vehicle/Vessel Transfer and 

Reassignment Form (REG 262) must be completed for odometer disclosure.  
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California Vehicle Code—Division 12 Safety Requirements 

Dealers should become intimately familiar with Division 12 because most lawsuits initiated by 

consumers derive from this section. If a consumer gets hurt as a result of the dealer’s failure to conform 

to Division 12, the dealer will in all probability be subjected to an administrative action by DMV and suit 

by an injured consumer. It is vital that you obtain adequate insurance (garage liability insurance) to 

address these concerns.  

 
A dealer or any person holding a retail seller’s permit cannot sell a new or used vehicle that is not in 

compliance with Division 12, unless the vehicle is sold to another dealer, sold for the purpose of being 

legally wrecked or dismantled, or sold exclusively for off-highway use.  

 
Division 12 Equipment List 

Lighting Equipment 

During darkness, a vehicle shall be equipped with lighted lighting equipment as required for the vehicle 

pursuant to California Vehicle Code § 24400 – 26106. 

Brakes 

Every motor vehicle must comply with the brake requirements set forth in California Vehicle Code § 

26301 – 26522. 

Windshields and Wipers 

A passenger vehicle must be equipped with an adequate windshield. Every motor vehicle equipped with 

a windshield shall also be equipped with a self-operating windshield wiper(s). 

 
It is unlawful to operate any motor vehicle upon a highway when the windshield or rear window is in 

such a defective condition (cracks) as to impair the driver’s vision either to the front or rear. 

Mirrors 

Every motor vehicle shall be equipped with a mirror reflecting to the driver a view of the highway for a 

distance of at least 200 feet to the rear of such vehicle. Every motor vehicle shall be equipped with not 

less than two mirrors, including one affixed to the left-hand side. 
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Horns 

A motor vehicle shall be equipped with a horn in good working order and capable of emitting sound 

audible under normal conditions from a distance of not less than 200 feet, but no horn shall emit an 

unreasonably loud or harsh sound. 

Exhaust Systems 

Every motor vehicle must comply with the exhaust requirements set forth in California Vehicle Code § 

27150 – 27207. 

Safety Belts 

No dealer shall sell or offer for sale any used passenger vehicle that was manufactured on or after 

January 1, 1962 unless it is equipped with at least two seatbelts which are installed for the use of 

persons in the front seat of the vehicle. 

 
No dealer shall sell or offer for sale any used passenger vehicle manufactured on or after January 1, 

1968 unless it is equipped with seatbelts for each seating position. Seatbelts shall comply with 

regulations established by the department. 

 
The requirements of this section shall not apply to sales to dealers, automobile dismantlers, or junk 

dealers. 

Tires 

Every motor vehicle must comply with the tire requirements set forth in California Vehicle Code § 27450 

- 27503. 

Odometers 

A dealer may service, repair, or replace an odometer, if the mileage indicated remains the same as 

before the service, repair, or replacement. If the odometer is incapable of registering the same mileage 

as before the service, repair, or replacement, the odometer shall be adjusted to read zero and a notice 

in writing shall be attached to the left doorframe of the vehicle by the person performing the service, 

repair, or replacement specifying the mileage prior to the service, repair or replacement of the 

odometer and the date on which it was serviced, repaired, or replaced.  
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Bumpers 

Every passenger vehicle shall be equipped with a front bumper and with a rear bumper. 

 

Lemon Law Buyback Disclosure 

Disclosure of Non-Conformity Before Sale 

A dealer, who sells, leases, or transfers ownership of a motor vehicle when the vehicle’s ownership 

certificate is inscribed with the notation “Lemon Law Buyback” shall, prior to the sale, lease, or 

ownership transfer, provide the buyer with a disclosure statement signed by the buyer that states: 

 
“THIS VEHICLE WAS REPURCHASED BY ITS MANUFACTURER DUE TO A DEFECT IN THE VEHICLE 

PURSUANT TO CONSUMER WARRANTY LAWS. THE TITLE TO THIS VEHICLE HAS BEEN PERMANENTLY 

BRANDED WITH THE NOTATION ‛LEMON LAW BUYBACK’.”  

 

Service Agreement 

A vehicle service agreement is a product offered by dealers on behalf of third party companies which 

promise to perform certain repairs or services on a consumer’s vehicle.  A service agreement must 

contain certain disclosures to enable a consumer to determine what services are covered and excluded. 

The specific disclosures are outline in California Civil Code § 1794.4(c). 

 

Dealer Special Plates 

A licensed dealer may apply for special plates which shall have displayed thereon the license number 

assigned to the dealer. A dealer owning or lawfully possessing any vehicle may operate or move the 

vehicle upon the highways without registering the vehicle if the vehicle displays special plates issued to 

the dealer, in addition to other license plates or permits already assigned and attached to the vehicle. A 

vehicle for sale or lease by a dealer may also be operated or moved upon the highways without 

registration for a period not to exceed seven days by a prospective buyer or lessee who is test-driving 

the vehicle for possible purchase or lease, if the vehicle is in compliance with this condition. The vehicle 

may also be moved or operated for the purpose of towing or transporting by any lawful method other 

vehicles.  

 
 
 
 



72 

 

Displaying Original License Plates 

If the vehicle contains original license plates, such plates shall be displayed in accordance with the 

following requirements: 

 
1. When two original license plates are available one shall be attached in the front and the other in 

the rear 

2. When only one original license plate is available it shall be attached to the rear 

 
Unpermitted Use of Dealer Special Plates 

Dealer special plates cannot be used on:  

 
1. A vehicle with a permit issued by DMV, being moved over the highways from a vessel, railroad 

depot, or warehouse to a warehouse or sales room 

2. Work or service vehicles owned by an occupational licensee 

3. Vehicles owned or leased by dealers, except those rented or leased to a vehicle salesperson, in the 

course of employment, for purposes of display or demonstration.  

4. An unregistered vehicle used to transport more than one load of other vehicles for the purpose of 

sale 

5. A vehicle with current California registration that is owned and operated by a licensed dealer, if the 

former owner submitted a Notice of Transfer and Release of Liability (REG 138) form to DMV, and 

the customer copy of the report of sale is displayed on the vehicle 

 
Individuals Who Are Permitted To Use Special Plates Issued to a Dealer 

Special plates may only be used on vehicles that a dealer owns or lawfully possesses. 

a) The following individuals may operate a vehicle with special plates for any purpose: 

1. An individual who is the sole owner, a general partner, a manager of a limited liability 

company, or a corporate officer or director of a dealer, provided that individual is 

actively engaged in the management and control of the business operations of the 

dealer; 

2. A general manager, or business manager, or sales manager who is actively engaged in 

the management and control of the business operations of the dealer when no other 

individual meets the criteria in (1.) above; 
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3. An individual employed by a manufacturer or distributor and licensed as a 

representative. 

b) Any licensed driver may operate a vehicle with special plates for any purpose if an individual 

identified in section (a) is also in the vehicle. 

1. An unaccompanied licensed driver, who regularly resides in the immediate household 

of an individual identified in section (a), may operate a vehicle with special plates solely 

to pick up or drop off that individual 

c) A licensed driver who is an employee of a dealer may drive a vehicle with special plates when 

that employee is acting within the course and scope of his or her employment 

d) Any licensed driver may operate a vehicle with dealer special plates for special event purposes 

if the operator carries a letter of authorization from the licensee identifying the vehicle, 

duration, and location of operation, and person(s) authorized to operate the vehicle 

e) Any licensed driver, who is a prospective buyer or lessee, may test drive a vehicle with special 

plates for up to seven days 

1. A salesperson is not required to be present 

2. If a salesperson is not present, the operator must carry a letter of authorization from 

the licensee identifying the vehicle, duration, and person(s) authorized to operate the 

vehicle 

f) Employees of a commercial vehicle dealer who must operate a commercial vehicle in the course 

of their employment, may take a commercial drive test in a commercial vehicle displaying dealer 

special plates 

g) A trailer, displaying special plates, may be towed by a vehicle with Vehicle Code authority to 

operate on the highways 

h) Any use of special plates issued to a dealer except as specified in (a-g) above is prohibited 

 

Lending Dealer License, Supplies, or Books 

A dealer shall not permit the use of the dealer’s license, supplies, or books by any other person for the 

purpose of permitting that person to engage in the purchase or sale of vehicles, or to operate a branch 

location to be used by any other person, whether or not the licensee has any financial or equitable 

interest or investment in the vehicles purchased or sold by, or the business of, or branch location used 

by, the other person. 
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Salespersons 

Definition of Salesperson 

 “Vehicle salesperson” is a person not otherwise expressly excluded by this section, who does one or a 

combination of the following: 

 
1. Is employed as a salesperson by a dealer, as defined in Section 285, or who, under any form of 

contract, agreement, or arrangement with a dealer, for commission, money, profit, or other thing of 

value, sells, exchanges, buys, or offers for sale, negotiates, or attempts to negotiate, a sale, or 

exchange of an interest in a vehicle required to be registered under this code. 

2. Induces or attempts to induce any person to buy or exchange an interest in a vehicle required to be 

registered, and who receives or expects to receive a commission, money, brokerage fees, profit, or 

any other thing of value, from either the seller or purchaser of the vehicle. 

3. Exercises managerial control over the business of a licensed vehicle dealer or who supervises vehicle 

salespersons employed by a licensed dealer, whether compensated by salary or commission, 

including, but not limited to, any person who is employed by the dealer as a general manager, 

assistant general manager, or sales manager, or any employee of a licensed vehicle dealer who 

negotiates with or induces a customer to enter into a security agreement or purchase agreement or 

purchase order for the sale of a vehicle on behalf of the licensed vehicle dealer. 

 
Salesperson License 

It is unlawful for any person to act as a vehicle salesperson without having first procured a license or 

temporary permit issued by DMV or when that license or temporary permit issued by DMV has been 

canceled, suspended, revoked, or invalidated or has expired. 

 
Employing or Terminating Salesperson 

A dealer cannot employ a person as a salesperson who has not been licensed and whose license is not 

displayed on the premises of the dealer or willfully fails to notify the department by mail within 10 days 

of the employment or termination of employment of a salesperson. 

 
Salesperson and Dealer Responsibilities 

A vehicle salesperson shall, at the time of employment, deliver his or her salesperson’s license to his or 

her employing dealer for the posting of the salesperson’s license or a true and exact copy of the 
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salesperson’s license in a place conspicuous to the public at each location where he or she is actually 

engaged in the selling of vehicles for the employing dealer. 

 
If a vehicle salesperson’s employment is terminated, the license shall be returned to the salesperson 

and all copies of the license used by the dealer for posting or display shall be destroyed by the dealer. 

 

Bird Dog Fees 

It is unlawful for any dealer to induce or attempt to induce any person to enter into a contract by 

offering a rebate, discount, commission, or other consideration, contingent upon the happening of a 

future event, on the condition that the buyer either sells, or gives information or assistance for the 

purpose of leading to a sale by the seller of, the same or related goods. In other words, a dealer is not 

allowed to compensate a friend, former customer, or anyone referring them business unless such 

person is a licensed dealer, salesperson, or auto broker.  

Confidential Dealer Computer Records 

Definitions 

“Confidential dealer computer record” means a computer record residing on the dealer’s computer 

system that contains, in whole or in part, any personally identifiable consumer data, or the dealer’s 

financial or other proprietary data. 

 
“Computer vendor” means a person, other than a manufacturer, manufacturer branch, distributor, or 

distributor branch, who in the ordinary course of that person’s business configured, sold, leased, 

licensed, maintained, or otherwise made available to a dealer, a dealer computer system. 

 
“Dealer computer system” means a computer system or computerized application primarily designed 

for use by and sold to a motor vehicle dealer that, by ownership, lease, license, or otherwise, is used by 

and in the ordinary course of business of a dealer. 

 
Prohibited Actions 

A computer vendor is prohibited from taking certain actions with respect to confidential dealer 

computer records. Review California Vehicle Code § 11713.25 to ascertain what actions are unlawful. 
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DMV Enforcement Actions 

Administrative 

The DMV can, after notice and hearing, seek to suspend or revoke the license of a dealer who has 

violated any state laws or administrative regulations. Illegal behavior such as fraud, misusing special 

plates, or false advertising can warrant a revocation proceeding. If you get a notice to appear for an 

administrative hearing the DMV intends to revoke your license and close your dealership. You are not 

required to obtain a lawyer and may defend yourself pro se. 

 
Criminal 

A licensee may be subject to arrest, fine, or imprisonment for willfully violating criminal statutes or 

regulations that apply to vehicle dealers. DMV can refer certain violations to your local district attorney, 

attorney general, or U.S. Attorney’s Office for prosecution depending on which laws were violated.  

 
Civil 

Cities, counties, or the DMV may fine a dealer for willfully violating local ordinances, statutes or 

administrative regulations that apply to vehicle dealers. Consumers may also bring a civil action against 

a dealer by filing a lawsuit.  

 

Examples of DMV Administrative Actions 

The DMV, after notice and hearing, may suspend or revoke the license issued to a dealer, upon 

determining that the dealer has done any of the following: 

 
1. Filed an application for the license using a false or fictitious name not registered with the proper 

authorities, or knowingly made a false statement or knowingly concealed a material fact, in the 

application for the license. 

2. Failed to pay Administrative Service Fees pursuant to California Vehicle Code § 4456.1 

3. Made, or knowingly or negligently permitted, an illegal use of the special plates issued to the 

licensee. 

4. Used a false or fictitious name, knowingly made a false statement, or knowingly concealed a 

material fact, in an application for the registration of a vehicle, or otherwise committed a fraud in 

the application. 
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5. Failed to deliver to a transferee lawfully entitled thereto a properly endorsed certificate of 

ownership. 

6. Knowingly purchased, sold, or otherwise acquired or disposed of a stolen motor vehicle. 

7. Failed to provide and maintain a clear physical division between the dealership and any other type 

of business conducted at the established place of business. 

8. Violated any provision of California Automobile Sales Finance Act. 

9. Submitted a check, draft, or money order to the department for any obligation or fee due the state 

which was dishonored or refused payment upon presentation. 

10. Has caused any person to suffer any loss or damage by reason of any fraud or deceit practiced on 

that person or fraudulent representations made to that person in the course of the licensed activity. 

 

Modifications to Dealer License 

Time Requirements to Modify License 

An applicant for an occupational license or a licensee wishing to change an existing license shall submit 

the required forms to the department at least three (3) business days prior to the desired effective date 

of such application or change. 

 
DMV Modification Form—OL 21 

A dealer wishing to modify their dealer license must submit DMV Form OL 21. Some of the common 

modifications include: 

1. Dealer Type License Change 

2. Adding or Changing a Branch Location 

3. Adding or Changing a Firm Name 

4. Changing a Corporate Name 

5. Changing a Firm Address 

6. Adding or Deleting an Auto Broker Endorsement 

 
Dealership Location Change 

Any dealer who changes the site of either the principal or a branch location must comply with all 

provisions of Vehicle Code Sections 320 and 11709, before the application for change of location may be 

accepted. 
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Should the dealer change the site or location of his established place of business, he or she shall, 

immediately upon making that change, so notify the department. Should a dealer for any reason 

whatsoever, cease to be in possession of an established place of business from and on which he or she 

conducts the business for which he or she is licensed, he or she shall immediately notify the department 

and, upon demand by the department, shall deliver to the department the dealer’s license, dealer’s 

special plate or plates, and all report of sale books in his or her possession.  

 
Modifying Ownership Structure 

If a dealer intends to modify the ownership structure of the dealership from a sole proprietorship to a 

Corporation, Limited Liability Company or Partnership, such change automatically cancels the existing 

license. The dealer must re-apply with the DMV to obtain a new dealer license under the new ownership 

structure.  

 
Corporation 

A corporation intending to add an officer, director, or stockholder must submit the following to DMV: 

1. DMV Form OL 15 

2. DMV Form OL 29B 

3. DMV Form ADM 9050 

4. DMV Form 8016 (only if person participates in business decisions) 

 
A corporation intending to remove an officer or director must submit DMV Form OL 15.  

 
Limited Liability Company (LLC) 

A limited liability company intending to add a member or manager must submit the following to DMV: 

1. DMV Form OL 15 

2. DMV Form OL 29B 

3. DMV Form ADM 9050 

4. DMV Form 8016 (only if person participates in business decisions) 

 
A limited liability company intending to remove a member or manager must submit DMV Form OL 15A.  
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Workers Compensation Insurance 

General Information 

All California dealers must provide workers’ compensation benefits to their employees (i.e., 

salespersons, drivers, finance managers) pursuant to California Labor Code § 3700. This requirement is 

triggered when a dealer employs one or more employees. Most dealers purchase a worker’s 

compensation insurance policy from an admitted insurer, however dealers may self-insure if they meet 

certain requirements.  

 
California’s worker’s compensation laws allow injured employees to receive benefits to address their 

injuries irrespective of whose negligence caused the injury. In other words, California has a “no-fault” 

worker’s compensation system. Injured employees receive benefits for an on-the-job injury almost 

immediately! In addition to medical expenses, injured employees are entitled to a percentage of lost 

wages while absent from work. 

 
Consequences for Failing to Obtain Insurance 

The failure of a dealer who knew, or because of his or her knowledge or experience should be 

reasonably expected to have known, of the obligation to secure a worker’s compensation insurance 

policy for their employees, is a misdemeanor punishable by imprisonment in the county jail for up to 

one year, OR by a fine of up to double the amount of premium that would otherwise have been due to 

secure the payment of insurance during the time insurance was not secured, but not less than $10,000, 

or by both imprisonment and a fine. 

  
A second or subsequent conviction shall be punished by imprisonment in the county jail for a period not 

to exceed one year, by a fine of triple the amount of premium, or by both imprisonment and a fine, that 

would otherwise have been due to secure the payment of insurance during the time payment was not 

secured, but not less than fifty thousand dollars ($50,000). 

 
Upon a first conviction of a person under this section, the person may be charged the costs of 

investigation at the discretion of the court. Upon a subsequent conviction, the person shall be charged 

the costs of investigation in addition to any other penalties. 

 
 


