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Please note - This lesson plan is not intended to give legal advice or compliance with any laws or regulations. It should be noted that laws and expectations 
of dealers in California are ultimately determined by California DMV and laws are subject to change at any time.

When perusing understanding of laws in California, please ensure that you refer to the Vehicle Code  and seek the advice of legal council to ensure the 
choices you are making are the correct ones. 

This lesson plan is designed for education purposes and meant to only be considered as a means of study in preparation for your pre-licensing or continuing 
education needs in California. Any material in this lesson plan, given by an instructor of California Dealer Academy or any materials found online or 
through any other means from California Dealer Academy are meant for providing education and professional opinion and are not to be taken as legal 
advice. 

Disclaimer:



Department of Motor Vehicles Legal Notice and Disclaimer:

The Department of Motor Vehicles (DMV) recognizes private enterprises right to advertise and distribute 
information related to their business functions. DMV promotes the free exchange of information, ideas, 
and opinions, except when the content may invade personal privacy, violate property rights, constitute 
libel, or be a violation of any applicable federal, state, or local laws.

While this lesson plan content may have been approved by DMV, the distribution, advertising and other 
information provided by this vendor is not guaranteed by DMV, nor does it represent the views of the 
department.

You are advised that DMV, unless statutorily required, has no continuing obligation to provide 
information to this web site or printed publication.

DMV assumes no responsibility for erroneous, incomplete or out-of-date information. The user should 
contact the provider and/or DMV to ensure that the information herein is current and accurate. All 
warranties of any kind, including but not limited to the IMPLIED WARRANTIES OF MERCHANTABILITY, 
FITNESS FOR A PARTICULAR PURPOSE, freedom from contamination by computer viruses and non-
infringement of proprietary rights ARE DISCLAIMED.

You are advised that DMV is not responsible for the content of any off-site pages referenced from or to 
this web site or home-study publication. In addition, DMV and the State of California are not responsible 
for the content of files that are uploaded for inclusion.

The user should not rely on the presentation of statutes or regulations referenced in this web site, but 
should consult the actual text of the law. Legal requirements frequently change and the user may wish to 
seek the advice of counsel.

If you find any errors, omissions or have a complaint regarding the educational content, we encourage 
you to report them to the education provider.



Chapter 1

Registering for an Occupational Licensing Account



 
 

Here is a link to all the Occupational Licensing Offices in California: 

https://www.dmv.ca.gov/portal/vehicle-industry-services/occupational-licensing/occupational-licensing- ol-
inspector-offices/ 

Keep in mind that all Occupational Licensing Offices operate by appointment only. Most 
offices are closed on Wednesday and operate within specified hours depending on if they 
are full-time or limited-service locations. 

Due to the recent software updates in October 2022, all text requests are now done online 
through the online DMV portal. 

Each student, once done with the course, will have to register online to start the application 
process and initiate the appointment for DMV. 

You start by going to https://www.dmv.ca.gov/portal/mydmv. 
 

Click on the link to create an account. 
 

 
 

 



 
 

Once prompted, you’ll enter the email that you want to use for your account. 
 

This will prompt a confirmation link that will be emailed to you. It is important that you do that within 
a 10-minute time period. 

The confirmation email will look like this: 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



 
 

 
 

 
This will take you to a screen where you are able to put in your information as found on your ID or 
driver’s license. Items like your first name, last name, phone number and allow you the opportunity to 
review the DMV’s Conditions of Use and Privacy Policy. 

 

 
 
 
 



 
 

This will prompt a telephone confirmation that you will need to perform. You will get a one-time 
verification code that will be texted to you to confirm. 

 

 
You will then be prompted to create a password that must be between 8-20 characters in length that has 
at least 4 letters, 1 number and one special character. 

Once all of this is completed, you will have successfully created an account login. 

Once this is completed, go to the following link to go directly to the Occupational Licensing Login: 

https://www.dmv.ca.gov/portal/vehicle-industry-services/occupational-licensing/login/ 

There is a helpful quick start guide as well just in case you need further instructions. 
 



 
 

https://www.dmv.ca.gov/portal/file/occupational-licensing-get-started-guide-pdf 
 
 
 

 

 
You will then be asked to verify the user on your account and then prompted if you have a California ID/ 
Driver’s license. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 

You will then be asked to input everything found on your California ID/Driver’s License. 

This will get you to the main screen to proceed with all the elements necessary to initiate your test and 
prompt the initial 
processing of your 
application. 

Click on My 
Applications to 
continue. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
 

Select apply for new license and then select what kind of business you’re going to operate as. 
 

 
Pro Tip: 

Most dealerships prefer to operate as a corporation or LLC due to the protection and tax liabilities that 
these kinds of entities provide. Please make sure that you contact an attorney or a licensed tax 
professional to go over the pros and cons of what kind of entity that you should form to conduct business 
at your California dealership. Here’s a few things to keep in mind. 

 If you decide that you want to initially operate as a sole proprietor that is doing business by a 
business name, you are potentially opening yourself up to liability. 

o If you decide you want to go from a sole proprietor to a corporation or LLC, you’ll have to 
go out of business and start this entire process from the beginning. Which includes 
repeating the class. 

 If you are a business entity that has formed outside of the state of California and wish to open a 
California dealership, you will need to file a foreign corporation declaration with the Secretary of 
State to operate. This will mean that you will be responsible for Franchise State Tax in both 
California and the state that the entity was originally formed in. 

 

 
 



 
 

Determine what kind of license you’d like to apply for 

The most common are: 

 Retail 
o You can also get an autobroker endorsement for this as well. 

 Wholesale 

You will then select if you’ll be selling any new vehicles. Most common item found will be trailers or 
snowmobiles that are outside of the traditional auto manufacturers like Ford or Toyota. This happens 
very rarely. If you don’t have a letter from a manufacturer, please leave these check marks blank. 

You will then select the type of vehicles that you are looking to sell. Keep in mind, the DMV will require 
that you have the proper signage and appropriate space to store vehicles. 

Example: 

If you are operating in a small office with two parking spaces, do not select motorhomes because the 
DMV will deny and delay the application because a standard parking spot isn’t large enough to hold a 
motorhome. 

The picture above is an example of a retail dealer who has selected all the options for a small office 
with two parking spots. 

 

You will then select the option to create a new business. 
 

 
 
 

 



 
 

You will then select what the structure of your business is going to be. If you are a corporation or LLC, 
you will need to enter your information based on what you’ve registered with the Secretary of State. 

You then need to indicate what name will be on the signs at your dealership. This can be accomplished in 
one of two ways: 

 If you plan on just using your corporation or LLC name, copy the name exactly as it appears on 
the Secretary of State’s website. An important element to remember is that the punctuation 
and spacing need to be exact as well. If there are any discrepancies, there will be further 
cause of delay. 

 If you are operating with a DBA (Doing Business As) or an FBN (Fictitious Business Name), this 
will have to be filed with the county in which the dealership is doing business. 

Important Elements to Remember About a Fictitious Business Name: 

 If you have an entity registered with the Secretary of State, your FBN application must match 
exactly with the information that you outlined through your Statement of Information. The 
county will reject your application if the information doesn’t match. 

 Once filed, the processed FBN application must be run through a county newspaper. 

Pro tip: 

Shop various newspapers from the county that you filed the FBN in. The price for this service is not 
regulated so you could end up unnecessarily paying a premium for a service that another provider can 
do for a much cheaper price. 

Once you’ve indicated all the business information, the system will have you verify all the owner’s 
information. If you have more than one owner, each owner will have to verify their information 
separately. If you have officers that aren’t currently participating in the dealership but remain on the 
ownership structure, this will have to be outlined as well. 

Once you have successfully navigated this, it will prompt you with the application checklist, formally 
known as the OL 248, which will outline all the information that will be necessary to finalize your 
application. 

 

 

 
The initial portion that must be handled first is the dealer education course, which you are completing 
now. Once you’ve finalized your class, upload a copy of the certificate directly into the portal. 

 

  



 
 

 
 

Upload your certificate directly into the portal to be able to schedule your test. 
 

 
Important note 

You must complete your personal history questionnaire first before you schedule your appointment to 
take your test. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

Here is all the information regarding the various occupational licensing offices and the test parameters. 

NOTICE 

Before you apply for your retail or wholesale license, applicants must attend a dealer education program 
and pass a 40-question written examination that is given by Occupational Licensing DMV before 
submitting the application. 

Occupational Licensing Inspector Offices 

According to dmv.ca.gov, there are currently 14 occupational licensing offices in California along with 2 
designated servicing locations throughout California. 

Below are the current hours at the Full-time service locations: 
 

 
Monday: 8:30 a.m. – 11:30 a.m. and 1 p.m. – 4:30 p.m. 
Tuesday: 8:30 a.m. – 11:30 a.m. and 1 p.m. – 4:30 p.m. 

Wednesday: Closed 
Thursday: 8:30 a.m. – 11:30 a.m. and 1 p.m. – 4:30 p.m. 

Friday: 8:30 a.m. – 11:30 a.m. and 1 p.m. – 4:30 p.m. 
Saturday: Closed 
Sunday: Closed 

Here are the addresses for the Full-time Service Locations: 
 

Covina 
1365 N. Grand Avenue, Suite 102 

Covina, CA 91724 
(626) 974-7140 

Fresno 
2510 S East Avenue, Suite 100A 

Fresno, CA 93706 
(559) 445-5304 

Los Angeles 
3615 S Hope Street 

Los Angeles, CA 90007 
(Inspector Office co-located with a full-service Field Office) 

(213) 744-7563 

Orange 
790 The City Drive South, Suite 410 

Orange, CA 92868 
(714) 703-2632 

Sacramento 
7226 Florin Mall Drive 
Sacramento, CA 95823 

(916) 262-2563 

San Bernardino 
473 E. Carnegie Drive, Suite 150 

San Bernardino, CA 92408 
(909) 501-3175 

San Diego 
1455 Frazee Road, Suite 420 

San Diego, CA 92108 
(619) 688-0124 

 
 
 
 
 
 

 



 
 

There are also limited-service locations as well. These offices have reduced availability and inspectors, so 
it is always recommended to call to schedule an appointment before showing up. Many of these 
locations are in DMV field offices. Here are the hours for limited-service locations: 

 
 

Monday: 8:30 a.m. – 11:30 a.m. and 1 p.m. – 3:30 p.m. 
Tuesday: Closed 

Wednesday: 9 a.m. – 11:30 a.m. and 1 p.m. – 3:30 p.m. 
Thursday: Closed 

Friday: 8:30 a.m. – 11:30 a.m. and 1 p.m. – 3:30 p.m. 
Saturday: Closed 
Sunday: Closed 

These are the locations for limited-service locations: 
 
 

El Cerrito 
6400 Manila Avenue 
El Cerrito, CA 94530 
(Inspector Office co-located with a full-service Field Office) 
(510) 231-7818 

Fairfield 
4630 Westamerica Drive, Suite H 
Fairfield, CA 94534 
(707) 864-4759 

Hayward 
150 Jackson Street 
Hayward, CA 94544 
(Inspector Office co-located with a full-service Field Office) 
(510) 293-1720 

San Francisco 
1377 Fell Street 2nd Floor 
San Francisco, CA 94117 
(Inspector Office co-located with a full-service Field Office) 
(415) 431-6279 

San Jose 
90 Great Oaks, Suite 104 
San Jose, CA 95119 
(408) 229-7113 

Santa Maria 
523 S. McClelland Street 
Santa Maria, CA 93454 
(Inspector Office co-located with a full-service Field Office) 
(805) 346-2192 

Van Nuys 
6150 Van Nuys Boulevard, Suite 250 
Van Nuys, CA 91401 
(818) 376-4201 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Chapter 2

Preparing For Your Application Setup



 
 

Personal History Questionnaire (Formally OL 29B) 

Please note that the pictures of the forms are meant to help organize the information that you’ll need 
to input, the database will look different, but the same information will be required. 

 

 

 
Section 1 – Applicant Information 

This information needs to reflect exactly how your driver’s license or ID is listed. Keep in mind if your ID 
is out of date, you want to make sure you visit a local field office to update. In this section, you need to 
make sure you list the following: 

 Name 
o Formatted as your Last Name, followed by your First Name and then your Middle Name 

if you have one. 
 Daytime Telephone Number 
 Residence Address 

o This is formatted first by the number and then the street, followed by the city, state and 
zip code. 

o Important to remember that this should be the address that is reflected on your ID. 
 Date Of Birth 
 Sex 
 Hair Color 
 Eye Color 
 Height 
 Weight 
 Driver License/ ID Card Number 
 State 
 Expiration Date 
 Social Security Number/ Individual Taxpayer ID 



 
 

IMPORTANT- Make sure that all the data provided above reflects the information that is on your 
current ID or Driver’s License. To make it easier for the applicant, it is better to obtain a California 
ID/Driver’s License. 

Note: Some of the information will carry over from the previous inputs you have entered in to verify 
your account, so please verify that all the information is correct. 

If the address is not formatted correctly, the portal will automatically verify the address that you put 
in and correct it based on the formatting done with the post office. You will then need to verify that 
you approve the corrections. 

You will then need to go over the following background question information: 
 

Question 1- Have you ever been known by or used any name other than the one on this questionnaire? 

It is important to indicate if you have ever changed your name or gone by another name. The reason for 
this is due to the required background check. If there are multiple names, they all must be listed out to 
ensure that an in-depth background check may be performed. 

The most common example of this is when someone changes their name after they have been married 
or divorced. Attention to detail is important to fill out question one as accurately as possible because 
errors could cause delays in the application. 

If you answer yes to this question, please list out the additional names. 



 
 

Question 2 - Have you previously been or are you now licensed, or have you ever applied in this state 
as a vehicle salesperson, representative, distributor, dealer, registration service, dismantler, 
manufacturer, remanufacturer, transporter, vehicle verifier, lessor-retailer, driving school owner, 
operator, or instructor, traffic violator school owner, operator or instructor or all-terrain vehicle safety 
training organization or instructor? 

This is trying to establish if you are currently in the DMV’s system to see if you can bypass the 
background check because it has already been performed. DMV is also looking to see if you were 
previously licensed and if there are any disciplinary actions currently against you. 

If you answer yes to this question, list out any of the previous license numbers that you have. 

Question 3-Have you ever had a business or occupational license issued by this department or an 
application for such license refused, revoked, suspended, or subjected to other disciplinary action or 
were you ever a partner, managerial employee, officer, director, or stockholder in a firm licensed by 
this department, and the license was revoked, suspended or subject to other disciplinary action? 

This is to establish if you have had any disciplinary action taken against you with anything that 
Occupational Licensing oversees. 

If you answer yes to this question: 

 List out your license number. 
 What type of license was it? 
 What action was taken by the department? 
 What date the action took place? 

Question 4 - Were you ever the holder of an occupational license issued by another state, authorizing 
the same or similar activities of a license, and that license was revoked or suspended for cause and 
was never reissued, or was suspended for cause, and the terms of suspension have not been fulfilled? 

This is to establish if you have had any disciplinary action with any of the occupational licensing offices 
throughout the course of the United States. The Department of Motor Vehicles does a very thorough job 
of looking at every applicant’s background. 

If you answer yes to this question, you need to go into detail on what type of license it was, list the 
license number and the state that it was issued in. 

Question 5- Have you ever had a civil judgment rendered against you, or as a sole owner, partner, 
managerial employee, public administrator, officer, director, stockholder, or LLP/LLC managing 
member? 

If yes, was it a result of a state issued licensed activity? 

Many of these questions seem repetitive but the same underlying meaning is being represented. The 
Department of Motor Vehicles wants to know about anything, and everything that happened that 
could be considered adverse actions against applicants. 

If you answered yes to the first part of the question you need to state, the amount of the civil judgment 
and if it was paid or unpaid.



 
 

If you answered yes to the second part of the question you need to state: 

 What kind of license 
 The license number 
 The state the license was issued 
 The name and location of the court of jurisdiction 

Question 6 - Have you as a sole owner, partner, managerial employee, officer, director, stockholder, or 
LLP/LLC managing member sought relief from creditors due to financial hardship in either state or 
federal court? 

DMV wants to make sure that there isn’t anything outstanding for any applicants to ensure there are no 
federal or state judgements looming on the applicant. 

If you answer yes to this question, you will have to list out the following: 

 What type of license it was 
 The license number 
 What state issued the license 
 The date the bankruptcy was filled 
 Name and location of the court of jurisdiction 

Question 7 – Do you currently have any criminal charges pending against you in any jurisdiction? 

Possibly one of the most common questions that gets asked amongst new applicants. 

“What happens if I have a misdemeanor or felony on my record?” 

There is no easy way to answer this question because Occupational Licensing ultimately has the final say 
on issuing a license, but the general rule is as follows: 

Any and all misdemeanor or felony must be disclosed to the DMV regardless of what state they were 
committed in however the division of what has a higher chance of getting accepted depends on the 
severity of the crime and how long ago the offense was committed: 

0-5 years – There is a good chance that occupational will deny the application regardless of the 
circumstances. 

5-10 years – The application will go up as an abbreviated application and the hearing goes up to the 
arrest review board. 

Here is a link for Applications For Reconsideration (Abbreviated Applications) 

There are other situations where the application can be considered an abbreviated application: 

 If the applicant was refused by the Department of Motor Vehicles or the permit was denied 
based on the original application. 

 If the applicant was refused by the Department of Motor Vehicles after a hearing was conducted 
 If the occupational license was rescinded.  

This process will be further explained in Section 5.  



 
 

Question 8. Have you ever: (If “YES”, give details below.) 

a) Been dismissed, fired, demoted, had your salary or compensation reduced or had any other 
adverse action taken against you, for any reason? 

b) Resigned from or quit a position while you were under investigation or after being informed 
discipline would be taken against you, or during an appeal from a disciplinary action? 

c) (c) Been rejected or told you would not receive permanent or continued employment during any 
type of probationary or trial period on the job? 

d) (d) If the termination, demotion, or other adverse action from employment involved any civil 
or administrative case, please state court or agency and case number. 

Occupational Licensing does a very thorough investigation into who they permit licensing for. They want 
to know about any and all circumstances. 

If you answer yes to any questions on question 8 then you need to go into detail on the circumstances of 
what occurred. 

Next Portion you will cover any conviction history: 
 

Summary: The background check seems like a lot, but the level of detail that Occupational Licensing 
investigates with their applicants is thorough. The reason for this is because anyone that has a license 
through occupational licensing is dealing with a lot of sensitive information such as social security 
numbers and bank account information. 

You’ll need to answer if you’ve had any misdemeanors or felony charges outside of traffic related 
offenses and initial the box. If you have had a misdemeanor or felony in the previous ten years, here is 
how you address it: 

If you answered yes to a conviction on your application, it will go up as an abbreviated application with 
Occupational Licensing. Use the procedure listed on the next page to apply for reconsideration. 



 
 

Here is a link for Applications For Reconsideration (Abbreviated Applications) 

 You will have to submit the following fees: 
o $1 family support 
o $175 non-refundable application fee (Regardless of the outcome, this money will stay 

with DMV) 
 Here are the following forms that you’ll need to fill out as well: 

o OL 12 Part C 
o OL 21 Part A 
o OL 29 Part B 
o DMV 8016 
o Statement of information if you are planning on operating a Corporation, LLC, or LLP 

 In addition to DMV documents, you will need certified court documents as well pertaining to the 
arrest and/or conviction and list out the following in Section 5: 

o The date of the conviction 
o What the applicant was convicted of 
o Indicate if it was a felony or misdemeanor 
o Court of jurisdiction 

 Include the full name of the court and the address of the court. 

o Disposition of the offense and describe the sentence. 

 Amount fined 

 Term of Probation 

 Jail or prison term 

 Date release 

Make sure that you are as detailed as possible. Due to the background check that the DMV performs, 
they will already know this information. If anything on the OL 29B is different from the background 
check, it could cause delays in the application. 

Once this process is initiated, the process could take 6-9 months to complete, and the file may go before 
the arrest review board. It is a good idea that if the application ends up going to the arrest review board, 
it is a good idea for the applicant to seek legal counsel on how to navigate the court proceedings. 



 
 

 

You will then have to go over all the disclosure information regarding your personal information and 
terms and conditions that you’ll need to acknowledge. 

Then under the applicant signature, you’ll need to electronically sign to finalize the application. 



 
 

Keep in mind that you’ll be taking your test at the office that is closest to your dealership location. 

A newer development is 
Occupational Licensing is having 
more and more items being handled 
directly with Sacramento 
Occupational Licensing so 
understand the current procedure is 
in a constant state of flux. 

Scheduling Your Exam 

Now that you’ve handled your dealer education class and finalized your personal history questionnaire, 
you are now ready to schedule your test time. 

 
 
 
Once you’ve selected your office, the scheduling software will provide you with the date and time 
available. Keep in mind, you want to schedule as soon as possible after taking your class so that way the 
information is fresh in your mind. 

The next screen will confirm your appointment information and then you will be prompted to pay for 
your test. Keep in mind your test is $16. 

You will have two options to pay for your test. Card or Echeck. 



 
 

 
 
 

This is what the process will look like once you’re finalized. You’ll then take your test and, once you’ve 
passed, your portal will update. Keep in mind you will have 3 chances to pass the test with a 70% or 
better score. If you can’t complete it in 3 times, you’ll have to retake your prelicensing class. 

Supplemental Documentation Required 
 

 
 

Once you have your test scheduled, there are two things that you’ll need to work on while waiting to 
take your test. 

Determining Where the Dealership Will Be Located 

Property Use Approval 

This may seem like a simple yes or no question, but this requires research to be done by the applicant to 
ensure that the property that they are submitting meets city and county requirements. 

To check to see if your property is zoned for retail or wholesale automotive, you need to check with the 
city’s zoning and planning department in the city that you are planning to open your business in. If you 
are operating in an unincorporated portion of a county, then check with the counties zoning and 
planning commission would be your next step. 

Often there is a zoning verification process with the business license application but relying on this 
process could be costly without doing your homework prior. Before signing a long-term lease, make sure 
that you have checked with the zoning and planning department to ensure that the property is 
approved. 



 
 

There are some cities that can require a conditional use permit which can delay your processing for the 
application and lead to additional costs as well. A conditional use permit can cost anywhere to a few 
hundred dollars all the way up to $21,000 and up. Often a conditional use permit will require additional 
paperwork to be filed with the city or county that the applicant is doing business in and can require 
additions and/or beautification measures as well to improve the property. 

An important thing to keep in mind also, just because the applicant submits a conditional use permit, 
does not guarantee that the permit will be issued. That is why moving forward with addresses that 
require a conditional use permit can carry a stronger risk to the applicant, so proceed with caution. 

 
 

Once the zoning data has been confirmed, the property information for the dealership needs to be 
broken out into section 9. Here is a list of the information that needs to be disclosed: 

 Indicate if the property is being leased, rented, or owned. 
o If the property is being leased or rented, indicate the period that the lease or rental 

period will be valid. 
 List out the property owner’s information: 

o Property owners name 
o Property owners address, city, state, and zip code 
o Property owners phone number 

 Approximate square feet of the property 
o Office area 
o Building area 
o Display area (Where the vehicles are being sold from their designated area) 
o Total area of the property 

Not required for your dealer’s license, but it’s important to note that most cities require that a business 
license be obtained before operating a business. Typically, these applications can be done online but 
there are some cities that still require a paper application. DO NOT WAIT TO GET YOUR BUSINESS 
LICENSE. 

Through the business license process, your business license will have to go through the city’s zoning and 
planning department. This is another way to ensure that the location that you’ve decided to operate 
from will work for your overall operational needs. 



 
 

Forming a Corporation or LLC 

It is important that once you’ve scheduled your test and determined where you’re going to be setting up 
your business location, that you strongly consider how your organization is going to be structured. Most 
dealerships end up forming a corporation or an LLC due to the added protection and tax advantages 
that organizations like this provide. 

Important Note: 

If there is a change in the ownership structure, the DMV must be notified within 10 days. Keep in mind 
any time the DMV test asks about people and the DMV, it’s always 10 days. 

There are many ways to form a corporation or LCC. The best way to do this is to use a corporate attorney 
to file the paperwork for you. Although this is arguably the best way, there can also be an additional cost 
associated with this as well. 

A cheap way of forming a corporation or LLC can be done through a document processing service. 
Although inexpensive and effective, they do not provide the long-term tools necessary to perform the 
proper maintenance needed for a corporation or LLC without additional costs. Most of these services 
end up costing more than an attorney would over the long-term portion of the relationship without the 
added advantage of practicing law. 

An important thing to remember is there are many resources out there that can provide clarity and 
guidance to help you get the best desired result. 

Secretary of State: Statement of Information 

Part of filing a corporation or LLC is filing a form called a Statement of Information. This is a document 
that is filed on an annual basis with the Secretary of State to identify who is in the ownership structure 
and, in the event of the organization getting sued, where the paperwork goes. Occupational licensing will 
require you to upload a copy of your Statement of Information to ensure that this is filed and up to 
date. 

 

 
This is the section where you will upload your Statement of Information that is on file with the Secretary 
of State. Once uploaded and submitted. The screen will then go back to the application checklist. 



 
 

ADM 9050: Agent of Service of Process 

An agent of service of process is every owner who is involved in the ownership structure of a dealership 
will need to get an ADM 9050 filled out and notarized. 

 

This can be a tricky form depending on how your dealership is structured and you need to make sure 
that it is filled out correctly otherwise Occupational Licensing could kick it back. 

Here’s how you address the principals true name and DBA’s portion: 

 
If you’re a sole proprietor: 

You need to make sure that your name is as it appears on your license. 

Example: John Michael Smith DBA Smith’s Auto Sales 

Unless you’re doing business as your name, you need to make sure a fictitious business name is filed and 
the information on the fictitious business name needs to match the information on the ADM 9050. 

 
If the business is filed as a general partnership: 

Both parties’ names need to read the same way as they do on their license. 

Example: John Michael Smith and Jane Lauren Smith DBA Smith’s Auto Sales 

A fictitious business name will have to be filed and the information reflected on the fictitious business 
name will need to be the same as on the ADM 9050. 



 
 

If the business is filed as a corporation or LLC: 

The corporation’s name needs to be first on the first line along with any DBA’s that the corporation or 
LLC is operating under. 

Example: ABC Motors, Inc. DBA ABC Motors | ABC Motors LLC DBA ABC Motors 

A fictitious business name will have to be filed and the information reflected on the fictitious business 
name will need to be the same as on the ADM 9050. 

 
Under the type of license please write in Vehicle Dealer. 

You can then take it to any notary. A pro tip is finding a notary that can complete your livescan 
fingerprinting as well. 

Once the form has been notarized, upload a copy of it to the DMV portal. 
 

 



 
 

 Here is what an ADM 9050 looks like: 

 
 

 
 



 
 

DMV 8016 : Request for Livescan Fingerprinting 

Part of your application will be completing a livescan for the DMV. This form is called a DMV 8016. This 
will go through the DOJ database to identify any misdemeanors or felonies in the previous 10 years 
outside of traffic related offenses. Finding an office to do this is relatively easy with a web search. Finding 
a live scan operator that is also a notary can be beneficial as well since you can get both the DMV 8016 
and the ADM 9050 at the same time. 

Here is the link for the form: 

https://www.dmv.ca.gov/portal/file/request-for-live-scan-clearance-receipt-dmv-8016-pdf/ 
 

 

 

 

 
Going through the form, you’ll select box A and select license under option 3. Once the technician has 
completed your live scan, they will fill out the bottom of the form. Keep in mind, the results from this 
test can take 7-30 business days so doing this earlier in the process of your application can help save 
time in the long run. 
 
 
 
 
 
 
 



 
 

DMV 8016 
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What Kind of License Should You Get? 

&

How Should You Structure Your Business?



 
 

In California, there are several types of dealership licenses that you can obtain, including: 

 New Motor Vehicle Dealer License: This license allows you to sell new vehicles from a franchised 
manufacturer. 

 Used Motor Vehicle Dealer License: This license allows you to sell used vehicles, including cars, 
trucks, and motorcycles. 

o Motorcycle Dealer License: This license allows you to sell new or used motorcycles. 

o Recreational Vehicle Dealer License: This license allows you to sell new or used 
recreational vehicles, such as RVs and motorhomes. 

 Wholesale Dealer License: This license allows you to buy and sell used vehicles to other 
dealerships. 

 Auto Broker Endorsement: This license allows you to act as a middleman between a buyer and a 
seller of a vehicle, and you receive a commission for facilitating the sale. 

 
It's important to note that each type of dealership license requires specific requirements and 
documentation, so it's crucial to thoroughly research and understand the process before applying for any 
license. 



 
 

Retail Dealer License 

In California, the requirements for a used retail dealer license include: 

1. Location: You must have a commercial business location that is zoned for automotive sales and 
includes an office space and a display area. 

2. Business License: You must obtain a valid business license from the city or county where your 
dealership is located if it is a requirement of that city or county. 

3. Insurance: You must obtain a $50,000 surety bond or certificate of deposit 

1. It is not necessarily required but it is recommended that you get Garage Keepers Liability 
Insurance as well. For questions on Bonds or Insurance please reach out to Mike 
Gonzales at Magic 98 Insurance and let him know Garrett from California Dealer 
Academy sent you 

4. Background Check: You must undergo a background check and fingerprinting. 

5. Pre-Licensing Course: You must complete a pre-licensing course approved by the Department of 
Motor Vehicles (DMV). 

6. DMV License Application: You must submit a completed DMV License Application, including all 
required documentation and fees. 

Additionally, the DMV may conduct an on-site inspection of your dealership to ensure that it meets all 
state requirements. It's essential to understand and meet all the requirements before applying for a used 
retail dealer license in California. 

 
It is important to understand that a retail car dealer can also sell vehicles on a wholesale basis as well. 
You can sell any kind of used vehicle that your physical retail location has room for regarding parking and 
storing the vehicles at your licensed location. 

A retail dealer can purchase vehicles from any source, anywhere from the public, dealer to dealer or 
from a dealer auction. The retail dealer is allowed to sell to the public as well, if it meets the 
requirements of retailing a vehicle, which we will get into a little bit later in class. 

 
Retail dealers are allowed to get an Auto Broker endorsement for their license as well. 



 
 

Auto Broker Endorsement 

In California, an Auto Broker endorsement is an additional endorsement that can be added to a retail car 
dealer license. This endorsement allows a licensed retail car dealer to act as a middleman between a 
buyer and a seller of a vehicle and receive a commission for facilitating the sale. 

An Auto Broker endorsement allows the dealer to provide services such as finding a specific vehicle for a 
buyer, negotiating the sale price on behalf of the buyer, arranging for financing, and handling paperwork 
related to the sale. The endorsement also allows the dealer to sell vehicles that they do not have in their 
inventory. 

It's important to note that while an Auto Broker endorsement allows a dealer to act as a middleman in 
vehicle sales, they are still required to adhere to all state regulations related to the sale of vehicles and 
must maintain a valid retail car dealer license. 

This is typically done with used retail car dealers that would like to be able to broker new vehicles that 
are sold directly from new car dealers. It is important to remember that a new motor vehicle can only be 
sold by a licensed new car dealer and, instead of having a title, are registered with a certificate of origin. 

Any dealer that acts as an Autobroker must fill out an OL 75 which logs the activity that an Autobroker 
has completed. 

Auto Brokers who have an endorsement on their Retail Dealer License in California are required to 
comply with certain requirements when conducting their business. 

Auto Brokers are required to provide a written agreement to their clients that outlines the terms and 
conditions of the brokerage agreement. The written agreement must include the following information: 

1. The name and address of the Auto Broker. 

2. The name and address of the buyer and seller of the vehicle. 

3. The year, make, and model of the vehicle. 

4. The purchase price of the vehicle and any fees associated with the sale. 

5. A statement that the buyer is responsible for the sales tax, registration fees, and any other fees 
associated with the purchase of the vehicle. 

6. The amount of commission that the Auto Broker will receive for their services. 

Additionally, the law requires Auto Brokers to disclose any financial interest that they have in the 
transaction, such as ownership of the vehicle or an interest in the dealership that is selling the vehicle. 

Failure to comply can result in penalties, fines, and suspension or revocation of the Auto Broker's 
endorsement. Therefore, it is important for Auto Brokers to understand and comply with this section of 
the law to conduct their business legally and avoid any legal issues. 



 
 

Wholesale Dealer License 

In California, a wholesale dealer license is a type of dealer license that allows a person or business to buy 
and sell vehicles at wholesale prices. This license is also known as a wholesale-only dealer license. 

With a wholesale dealer license, you can only buy and sell vehicles to and from licensed dealers or other 
wholesale dealers. Wholesale dealers are not allowed to sell vehicles to the general public or advertise 
their vehicles for retail sale. 

Some of the advantages of having a wholesale dealer license include the ability to buy and sell vehicles 
without having to pay sales tax, access to dealer-only auctions, and the ability to purchase vehicles from 
other states and countries. 

To obtain a wholesale dealer license in California, you must meet certain requirements that are similar to 
a retail car dealer, however you are not required to maintain display area parking. Additionally, you must 
complete a pre-licensing course and pass a written examination, submit an application, pay the required 
fees, and pass a background check. 

Some of the location benefits for a wholesale license is that it can be done from a residential property as 
long as it meets the zoning requirements for the city you’re operating in and the entrance point of the 
room being used for licensed activity has direct entry points from the outside. 

It's important to note that wholesale dealers are subject to specific regulations and must adhere to all 
laws related to the sale and transfer of vehicles in California. 

 

Business Entity Structures 

In California, there are several different types of business entity structures available for entrepreneurs 
and business owners. Here are the most common ones: 

1. Sole proprietorship: This is the simplest and most common form of business entity, where an 
individual operates a business as an individual. 

2. Partnership: A partnership is a business entity in which two or more individuals share ownership 
of the business. 

3. Limited Liability Company (LLC): An LLC is a hybrid entity that combines the benefits of a 
corporation and a partnership. It offers limited liability protection to its owners, while still 
allowing them to participate in the management of the business. 

4. Corporation: A corporation is a separate legal entity that is owned by its shareholders. It offers 
limited liability protection to its owners and can raise funds by issuing stock. 

5. Nonprofit Corporation: A nonprofit corporation is a type of corporation that is organized for 
charitable, educational, religious, scientific, or other public purposes. It does not have 
shareholders and cannot distribute profits to its members. 

Each type of business entity structure has its own advantages and disadvantages, and the decision on 
which structure to choose depends on several factors such as liability protection, tax implications, and 
the size and complexity of the business. It is recommended to consult with a business attorney or 
accountant before choosing a business structure. 



 
 

Sole Proprietorships 

A sole proprietorship is a business entity in which an individual owns and operates the business. Here are 
the advantages and disadvantages of a sole proprietorship: 

Advantages: 

1. Easy and inexpensive to set up: Unlike other business entities, there are no legal formalities or 
fees required to set up a sole proprietorship. It can be established by simply registering the 
business name and obtaining any necessary licenses and permits. 

2. Complete control: As the sole owner, the individual has complete control over the business and 
can make decisions without any interference. 

3. Tax benefits: The income and expenses of the business are reported on the individual's personal 
tax return, which allows for a simpler and more flexible tax structure. 

4. Flexibility: A sole proprietorship can be easily dissolved or modified, making it a flexible option 
for businesses that may need to adapt to changes in the market. 

Disadvantages: 

1. Unlimited personal liability: The owner of a sole proprietorship is personally liable for all 
business debts and obligations. This means that if the business is sued or incurs debt, the 
owner's personal assets could be at risk. 

2. Limited ability to raise capital: Since the business is owned by one individual, it may be difficult 
to raise capital through investments or loans. 

3. Limited skills and resources: A sole proprietor may not have access to the same resources or 
expertise as larger businesses, which could limit the growth potential of the business. 

4. Lack of continuity: If the owner becomes incapacitated or dies, the business may dissolve, which 
could result in a loss of assets and customer base. 

Overall, a sole proprietorship is a simple and flexible option for small businesses, but it also carries 
significant risks due to unlimited personal liability. Business owners should carefully consider their 
options and seek professional advice before choosing a business entity. 



 
 

General Partnership 

A general partnership is a business entity in which two or more individuals share ownership, 
management, and profits of a business. Here are the advantages and disadvantages of forming a general 
partnership: 

Advantages: 

1. Easy and inexpensive to set up: Like sole proprietorships, general partnerships are relatively easy 
and inexpensive to set up. Partnerships can be established through a simple agreement between 
the partners, and there are no legal formalities or fees required to set up a partnership. 

2. Shared responsibility and decision-making: In a general partnership, the partners share the 
responsibility of running the business and decision-making. This can be beneficial for businesses 
that require multiple perspectives and skills. 

3. Tax benefits: A general partnership is not taxed as a separate entity, and profits and losses are 
reported on the individual partners' tax returns. This can lead to a simpler and more flexible tax 
structure. 

4. Increased access to resources: With multiple partners, a general partnership can benefit from 
increased access to resources such as expertise, capital, and customer base. 

Disadvantages: 

1. Unlimited personal liability: Like a sole proprietorship, partners in a general partnership are 
personally liable for all business debts and obligations. This means that if the business is sued or 
incurs debt, the partners' personal assets could be at risk. 

2. Shared profits: The profits of the business are shared among the partners, which could lead to 
disagreements and conflicts over the distribution of profits. 

3. Lack of continuity: A general partnership may dissolve if one of the partners decides to leave or 
dies. This could result in a loss of assets and customer base. 

4. Potential for disagreements: In a general partnership, partners may have different opinions and 
approaches to running the business, which could lead to conflicts and disagreements. 

Overall, a general partnership can be a good option for small businesses that require multiple 
perspectives and skills, but it also carries significant risks due to unlimited personal liability. Business 
owners should carefully consider their options and seek professional advice before choosing a business 
entity. 



 
 

Corporations 

1. C Corporation: A C Corporation is a separate legal entity that is owned by its shareholders. It 
offers limited liability protection to its owners and can raise funds by issuing stock. Some of the 
benefits and disadvantages of a C Corporation are: 

Benefits: 

• Limited liability protection for shareholders 

• Ability to raise capital through stock sales 

• Perpetual existence 

• Tax-deductible expenses  

Disadvantages: 

• Double taxation of profits 

• Complex and expensive to set up and maintain 

• Stringent legal and regulatory requirements 

• Shareholder disagreements and conflicts 

2. S Corporation: An S Corporation is a corporation that elects to be taxed as a pass-through entity, 
meaning that the income and losses are passed through to the shareholders and reported on 
their personal tax returns. Some of the benefits and disadvantages of an S Corporation are: 

Benefits: 

• Limited liability protection for shareholders 

• Pass-through taxation 

• Perpetual existence 

• Tax-deductible expenses  

Disadvantages: 

 Restrictions on ownership and number of shareholders 

 Limited ability to raise capital through stock sales 

 Complex and expensive to set up and maintain 

 Shareholder disagreements and conflicts 
 
 
 
 
 
 
 



 
 

 
3. Close Corporation: A Close Corporation is a corporation that is owned by a small group of 

shareholders who are often family members or close friends. Some of the benefits and 
disadvantages of a Close Corporation are: 

 
Benefits: 

• Limited liability protection for shareholders 

• Flexible management structure 

• Simplified legal and regulatory requirements  

• Perpetual existence 

Disadvantages: 

• Limited ability to raise capital through stock sales 

• Shareholder disagreements and conflicts 

• Limited number of shareholders 
 

4. Benefit Corporation: A Benefit Corporation is a corporation that is legally required to consider 
the interests of multiple stakeholders, including employees, customers, the environment, and 
the community, in addition to the interests of shareholders. Some of the benefits and 
disadvantages of a Benefit Corporation are: 

Benefits: 

• Socially responsible business practices 

• Increased transparency and accountability 

• Ability to attract socially conscious investors and customers 

• Protection from shareholder lawsuits  

Disadvantages: 

• Limited availability of legal protections 

• More complex legal and regulatory requirements 

• Potential conflicts between social and financial goals 

• Limited availability of tax incentives 

Overall, the type of corporation that a business owner chooses depends on several factors such as 
liability protection, tax implications, and the size and complexity of the business. It is recommended to 
consult with a business attorney or accountant before choosing a business structure.



 
 

Limited Liability Companies 
 

In California, there are several different types of limited liability companies (LLC) available for 
entrepreneurs and business owners. Here are the most common types and their benefits and 
disadvantages: 

1. Single-member LLC: A single-member LLC is an LLC that has only one owner. Some of the 
benefits and disadvantages of a single-member LLC are: 

Benefits: 

• Limited liability protection for the owner 

• Pass-through taxation 

• Flexibility in management and operation 

• Ease of formation and maintenance  

Disadvantages: 

• Limited ability to raise capital 

• Difficulty in obtaining financing 

• No protection against lawsuits and claims related to personal actions 

2. Multi-member LLC: A multi-member LLC is an LLC that has two or more owners. Some of the 
benefits and disadvantages of a multi-member LLC are: 

Benefits: 

• Limited liability protection for all members 

• Pass-through taxation 

• Flexibility in management and operation 

• Ability to raise capital through additional members  

Disadvantages: 

• Potential for conflicts among members 

• Difficulty in decision-making among members 

• No protection against lawsuits and claims related to personal actions 



 
 

3. Series LLC: A series LLC is an LLC that can be used to create multiple series, or individual LLCs, 
within one larger entity. Each series can have its own assets, liabilities, and members. Some of 
the benefits and disadvantages of a series LLC are: 

Benefits: 

• Limited liability protection for each individual series 

• Lower formation and maintenance costs compared to multiple individual LLCs 

• Greater organizational flexibility  

Disadvantages: 

• Not all states recognize or allow series LLCs 

• Complex legal and regulatory requirements 

• Potential for legal and financial complications if a series is sued or experiences 
financial difficulty. 

 

Overall, the type of LLC that a business owner chooses depends on several factors such as liability 
protection, tax implications, and the size and complexity of the business. It is recommended to consult 
with a business attorney or accountant before choosing a business structure. 

 
Regardless of what entity you are forming, a business attorney can be a welcomed ally in formulating 
your business and advising you on what the best course of action will be for you and your business.
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Dealer Auctions



 
 

Auto dealers in California can attend various types of dealer auctions, including: 

1. Dealer-Only Auctions: These auctions are open only to licensed auto dealers and not to the 
general public. Dealers can bid on vehicles that are being sold by other dealers or by 
manufacturers. These auctions may offer a wide variety of vehicles, including new, used, and 
salvage. 

2. Online Auctions: Some auction houses allow dealers to bid on vehicles online. This allows 
dealers to participate in auctions from anywhere in the world, without having to physically 
attend the auction. 

3. Government Auctions: These auctions are conducted by federal, state, or local government 
agencies and offer vehicles that have been seized or confiscated. 

4. Salvage Auctions: These auctions offer vehicles that have been damaged and may need repairs. 
Salvage auctions can be a good source of affordable vehicles for dealers who have the expertise 
to repair them. 

Advantages of attending dealer auctions: 

1. Access to a wide range of vehicles: Dealer auctions offer a wide variety of vehicles, including 
new, used, and salvage, that may not be available elsewhere. 

2. Competitive Pricing: Dealers can often purchase vehicles at auction for a lower price than they 
would pay at a dealership or private sale. 

3. Quick Inventory Turnover: Dealers can quickly purchase and sell vehicles through auctions, 
allowing them to turn their inventory over quickly. 

4. Opportunity to Build Relationships: Attending dealer auctions can provide dealers with the 
opportunity to build relationships with other dealers and auction staff, which can be beneficial 
for future business. 

Disadvantages of attending dealer auctions: 

1. Competition: Dealer auctions can be highly competitive, with many dealers bidding on the same 
vehicles. 

2. Lack of Transparency: Dealers may not have access to detailed information about the vehicles 
being sold, such as accident history or mechanical problems. 

3. Risk of Purchasing Damaged Vehicles: Some vehicles at auction may have hidden damage or 
mechanical issues that are not apparent during the bidding process. 

4. Additional Costs: Dealers may need to pay additional fees, such as buyer's fees, transportation 
costs, and auction fees, which can increase the total cost of purchasing a vehicle. 



 
 

Especially since early 2020, the auto industry has started a major trend towards digital auctions versus 
physical auctions for various reasons. There are several reasons where there can be advantages and 
disadvantages to each. 

Digital Auctions 

Digital auctions are conducted online through various auction platforms. These auctions offer dealers the 
ability to participate in auctions remotely from their computer or mobile device. Here are some 
advantages and disadvantages of digital auctions: 

Advantages of Digital Auctions: 

1. Convenient: Digital auctions offer dealers the ability to participate in auctions from the comfort 
of their own home or office. 

2. Access to National and International Markets: Digital auctions allow dealers to bid on vehicles 
from across the country or even internationally. 

3. Reduced Travel Costs: Dealers don't need to travel to an auction site, saving them money on 
travel expenses. 

4. Efficient: Digital auctions are typically faster than physical auctions as dealers don't need to wait 
for the auctioneer to physically move from one vehicle to the next. 

Disadvantages of Digital Auctions: 

1. Limited Inspection: Digital auctions often don't offer the opportunity for dealers to inspect the 
vehicles in person, making it harder to assess the complete condition of the vehicle. 

2. Technical Difficulties: Technical issues can arise during online bidding, such as internet 
connection problems or website glitches, which can impact a dealer's ability to bid. 

3. Lack of Personal Interaction: Digital auctions lack the personal interaction that comes with a 
physical auction, such as building relationships with other dealers.



 
 

There are several digital auto auction platforms available in California. Here are some of the top digital 
auto auctions in California: 

 Manheim: Manheim is one of the largest auto auction platforms in the world, offering both 
physical and digital auctions. Their California locations include Manheim Southern California and 
Manheim San Diego. 

 ADESA: ADESA is another large auto auction platform that offers both physical and digital 
auctions. ADESA's California locations include ADESA Los Angeles, ADESA Sacramento, and 
ADESA San Diego. 

 Copart: Copart specializes in salvage vehicle auctions and offers both physical and digital 
auctions. They have several locations in California, including Copart Sacramento, Copart Los 
Angeles, and Copart San Diego. 

 IAA: IAA (Insurance Auto Auctions) is a leading auto auction platform specializing in salvage 
vehicles. They offer both physical and digital auctions, with locations throughout California, 
including IAA Los Angeles and IAA Sacramento. 

 ACV Auctions: ACV Auctions is a digital-only platform that offers live, online auctions for used 
vehicles. While they don't have any physical auction locations in California, they do operate 
across the country, making it possible for dealers to buy and sell vehicles from California. 

 SmartAuction: SmartAuction is a digital-only platform that focuses on off-lease and rental 
vehicles. They don't have any physical auction locations in California, but they do operate across 
the country, making it possible for dealers to buy and sell vehicles from California. 

It's important to note that the availability of these auction platforms may vary depending on the specific 
location in California, so it's recommended to check with each platform to see what is available in your 
area. 

Although there is a certain ease of use with digital auctions, it is important that you become familiar with 
how each company conducts business. Important key factors that dealers should be aware of is: 

 Condition reports – Almost all digital auctions do not allow for dealers to physically inspect the 
vehicles, that is why it is important to understand and develop a trust for whatever digital 
auction you’re planning to do business with. 

 Buy and transport fees – Buyer fees and transport fees are how a lot of auctions make their 
profit. Make sure that you understand what the buyer fees are before buying at an auction, what 
it includes and if the fees are negotiable. Transport fees through the auction can be convenient 
but also costly. Sometimes it is in the dealer’s interest to work with a few local transport 
companies. There can be pros and cons to this as well. 

 Arbitration policies- Always make sure that you understand what the arbitration costs are for 
the auction that you are working with. Many auctions offer an extended arbitration period – for 
an additional fee – that can give a dealer a longer period from the purchase of the vehicle in 
order to get it inspected by a repair shop. 

 
 



 
 

Physical Auctions 

Physical auctions are held at auction sites, where dealers attend the auction in person. Here are some 
advantages and disadvantages of physical auctions: 

Advantages of Physical Auctions: 

1. Opportunity to Inspect Vehicles: Dealers can physically inspect the vehicles before bidding. 

2. Personal Interaction: Physical auctions allow for face-to-face interaction with other dealers, 
which can lead to building relationships and networking opportunities. 

3. Full Transparency: Physical auctions provide dealers with complete transparency about the 
condition of the vehicle, such as any visible damage or defects. 

4. Live Auctioneer: A live auctioneer can create a more exciting and engaging atmosphere, 
increasing the chance of higher bids. 

Disadvantages of Physical Auctions: 

1. Limited Access: Physical auctions can be limited to a certain geographic area, limiting the 
number of vehicles available to dealers. 

2. Higher Costs: Attending a physical auction may be more costly for dealers, as they need to pay 
for travel, lodging, and other expenses. 

3. Limited Time: Physical auctions can be time-consuming, as dealers need to spend time traveling 
to and from the auction, as well as waiting for the auction to begin and for their desired vehicle 
to come up for bidding. 

4. Competitive Environment: Physical auctions can be highly competitive, with many dealers vying 
for the same vehicles, leading to higher prices. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

There are several physical auto auction sites in California that auto dealers can attend to bid on vehicles. 
Here are some of the top physical auctions in California: 

 

1. Manheim Southern California: Manheim Southern California is located in Fontana and is one of 
the largest physical auction sites in California. It offers both in-person and Simulcast bidding 
options. 

2. ADESA Los Angeles: ADESA Los Angeles is located in Mira Loma and offers in-person bidding as 
well as online bidding through ADESA's Simulcast platform. 

3. Brasher's Sacramento: Brasher's Sacramento is located in Sacramento and offers in-person 
bidding as well as online bidding through their website. 

4. ServNet Auctions: ServNet Auctions is a network of independent auto auction sites located 
throughout the country, including several locations in California, such as Bay Cities Auto Auction, 
Norwalk Auto Auction, and Dealers Choice Auto Auction. 

5. Golden Gate Auto Auction: Golden Gate Auto Auction is located in Fremont and offers in-person 
bidding as well as online bidding through their website. 

6. Norwalk Auto Auction: Norwalk Auto Auction is located in Norwalk and offers in-person bidding 
as well as online bidding through their website. 

7. Metro Auto Auction of Phoenix: While not located in California, Metro Auto Auction of Phoenix 
is a popular auction site for California dealers looking to expand their search for inventory. They 
offer in-person bidding as well as online bidding through their website. 

It's important to note that the availability of these auction sites may vary depending on the specific 
location in California, so it's recommended to check with each site to see what is available in your area. 



 
 

Auction Access 

Auction Access is a program that provides auto dealers with a universal registration system that allows 
them to participate in auctions across the country. By signing up for Auction Access, dealers can gain 
access to hundreds of auction sites and thousands of vehicles, making it easier to find the inventory they 
need for their dealership. 

To sign up for Auction Access, dealers must first apply for a dealer's license in their state. Once they have 
their license, they can visit the Auction Access website and complete an online registration form. The 
registration process typically takes a few business days, and once approved, dealers will receive a unique 
Auction Access ID number that they can use to participate in auctions across the country. 

Auction Access is useful for auto dealers for several reasons: 

1. Universal registration: With Auction Access, dealers only need to register once to gain access to 
hundreds of auction sites across the country. This eliminates the need for dealers to complete 
multiple registration forms for different auction sites, saving time and hassle. 

2. Increased inventory options: By gaining access to more auction sites, dealers have a wider 
selection of vehicles to choose from. This allows dealers to find the specific makes and models 
that they need for their dealership, increasing their chances of finding the right inventory. 

3. Streamlined bidding process: With a universal registration system, dealers can use their Auction 
Access ID number to participate in auctions across the country. This eliminates the need for 
dealers to complete separate bidding forms for each auction site they participate in, streamlining 
the bidding process and making it more efficient. 

4. Reduced costs: With increased access to inventory, dealers can find vehicles at competitive 
prices. This can help reduce costs for the dealership and increase profitability. 

Overall, Auction Access is a useful tool for auto dealers who are looking to expand their inventory 
options and streamline their bidding process. 

Dealer auctions can be a great place to purchase inventory, however some of the best places to purchase 
vehicles are directly from the public. 

 
Make sure to check out our videos on: 

 How to properly inspect a vehicle 
 How to book out a car 
 Example of digital auction interaction 
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USED CAR RULE 

The Used Motor Vehicle Trade Regulation Rule is a federal rule issued by the Federal Trade Commission 
(FTC) in 1984 that sets requirements for used car dealerships in the United States. The rule is aimed at 
preventing deceptive and unfair practices in the sale of used motor vehicles and applies to all used car 
dealerships, including those in California. 

The Used Motor Vehicle Trade Regulation Rule requires used car dealers to display a "Buyers Guide" on 
each used car that they offer for sale. This guide provides information about the vehicle, including 
whether it comes with a warranty and what types of defects are covered. It also includes information 
about the dealer's return policy and the terms of any warranty offered. 

The rule also requires dealers to disclose certain information about the vehicle's history, including 
whether it was previously used as a rental car or a taxi, and whether it has been in any accidents or had 
any major repairs. Dealers are also required to provide consumers with a copy of any warranty offered 
and to obtain a signed acknowledgment of the sale from the buyer. 

In California, used car dealerships must comply with both federal and state laws governing the sale of 
used motor vehicles. The California Department of Motor Vehicles (DMV) has its own set of regulations 
that dealers must follow, which cover issues such as advertising, sales contracts, and disclosure 
requirements. 

Overall, the Used Motor Vehicle Trade Regulation Rule aims to protect consumers from deceptive and 
unfair practices in the sale of used motor vehicles and to ensure that the customer has the information 
they need to make informed purchasing decisions. 

 
Federal Buyers Guide 

As a part of the Used Motor Vehicle Trade Regulation Rule of 1984, the definition of the expectations 
that must be met by a used vehicle dealer were more clearly outlined. This would become what the 
Federal Trade Commission outlined as the Used Car Rule. 

Before a used vehicle is offered for sale, a Buyer’s Guide must be filled in based on the details of the 
vehicle and the dealer it is offered for sale at. It also needs to be posted on the vehicle so you can clearly 
see the front and back of the buyer’s guide when looking at the vehicle. 



 
 

The Federal Trade Commission's (FTC) Used Car Rule requires used car dealerships to display a "Buyers 
Guide" on every used car offered for sale. The Buyers Guide must contain the following information: 

1. The make, model, year, and vehicle identification number (VIN) of the vehicle. 

2. Whether the vehicle is being sold "as is" or with a warranty. 

3. The terms of the warranty, if any, including the duration and what systems or components are 
covered. 

4. Any systems or components that are known to be defective or that may require repair. 

5. Whether there are any other types of warranties or service contracts available for purchase. 

6. The dealer's name and address, as well as the date the Buyers Guide was printed. 

Customers can use the Buyers Guide to get information about the vehicle's condition and history, the 
warranty coverage, and any defects that may need repair. The Buyers Guide can also help customers 
compare different vehicles and dealerships and make more informed purchasing decisions. 

In California, used car dealerships must comply with both federal and state laws governing the sale of 
used motor vehicles. The California Department of Motor Vehicles (DMV) has its own set of regulations 
that dealers must follow, which cover issues such as advertising, sales contracts, and disclosure 
requirements. 

Under California law, the Buyers Guide must include additional information about the vehicle's history, 
including whether it was previously used as a rental car or a taxi, and whether it has been in any 
accidents or had any major repairs. California also requires dealers to provide a Spanish-language Buyers 
Guide if the vehicle is sold in a primarily Spanish-speaking area. 

Overall, the Buyers Guide is an important tool for customers buying a used car, and dealerships in 
California and across the United States must comply with the federal Used Car Rule and any applicable 
state regulations to ensure that customers are fully informed about the vehicles that they are 
purchasing.



 
 

This is the way the form is broken down: 
 

 
 

One of the first elements of filling in the Buyers Guide is making sure that the information is correct 
regarding the year, make, model and vehicle identification number on the vehicle. 

There are two separate ways that the next portion can be displayed for your retail customer, but it 
greatly depends on what kind of a warranty policy you’re going to have at your dealership. 

 
 

 

 



 
 

For many dealers who start initially, offering a vehicle As Is – No Dealer Warranty is how most dealers 
choose to operate. This can prove to be a setback for some retail customers when they look at whatever 
vehicles are potentially for sale at the dealership lot. Knowing how to overcome some of these 
objections can be crucial to the success of your sale. Here are some ways to overcome objections to 
offering vehicles as is: 

 Showing/proving your work – Part of division 12 safety requirements are ensuring that the 
vehicle that is offered to the retail public must ensure that all safety equipment is in proper 
working condition prior to offering the vehicle for sale. 

o One ideal way of doing this is making sure that a mechanic shop has done a safety 
inspection on the vehicle. By showing a potential customer a copy of the service order 
that was performed on a vehicle, this will instill confidence with your potential customer 
and help instill confidence in the potential sale. 

 Is the vehicle still under manufacturer’s warranty? 
o Manufacturers all have a specific warranty that comes with their vehicle at the time of 

purchase with the original owner. Some warranties extend for the lifetime of the vehicle, 
some do not extend to third party consumers-so it’s important to know the vehicle that 
you are selling and make sure that your customer is aware of the situation that is 
presented by this as well. 

 Example- Hyundai has a 10-year, 100,000-mile powertrain warranty with the 
original owner. However, once the original owner sells the vehicle, the 
manufacturer’s warranty goes to a 5-year, 60,000-mile warranty on the 
powertrain. 

 Pro Tip – If a vehicle is outside of manufacturer’s warranty, there is a chance 
that a franchise store might “Goodwill” the coverage on the warranty 
depending on the situation. This should not be relied on as a guarantee but 
can be helpful to ask to see if something can be done. 

 Vehicle Service Contract – Vehicle service contracts can be an excellent supplement to an “As Is – 
No Warranty Sale” due to the additional coverage that it adds to consumer confidence. Vehicle 
service contracts stem from a simple powertrain warranty all the way to near full coverage on 
any failed component on a vehicle. It is also important to understand the difference between a 
warranty and a service contract. Warranties are provided directly from a dealer or manufacturer, 
whereas a service contract is a third-party agreement that is handled directly between a 
mechanic shop and the service contract provider. 

o Note – Make sure before you offer a vehicle service contract that you understand the 
level of coverage that a service contract provider offers. Make sure you read the fine 
print! One example of this coverage extends to “internal lubricated parts”. Many do not 
cover “reasonable wear and tear” on certain vehicle items such as: 

 Tires 
 Brakes 
 Wiper blades 
 Rotors 
 Etc. 



 
 

o Pro Tip – NEVER indicate that a vehicle service contract is “Full Coverage”. Most, if not 
all, service contract providers have limitations on what is covered on a vehicle and telling 
your customer that they have full coverage on their service contract runs the risk of not 
setting proper expectations with your client. Rather than saying it’s fully covered, try 
using the number of components that the service contract covers. 

 “Our gold package offers 750 individualized parts that covers your vehicle for the 
next 5 years, 100,000 miles.” 

If a warranty is offered by your dealership, the dealership should be extremely detailed when it comes to 
what is covered and outline exactly what on the vehicle are the covered items. There are two types of 
warranties that can be offered. Either full or limited: 

 Full warranty – If the vehicle is a full warranty, then it must have all the following: 

o The warranty service and claims are open to anyone that owns the vehicle if the 
warranty time is still valid. 

o Warranty services are always free of charge regardless of the circumstances. 
o Customers must be given the option to either be able to repair or replace any damaged 

item or if the item in question cannot be properly addressed within a certain number of 
requests. 

o Customers are not required to do anything beyond letting the dealer know that the 
service is needed. Once notification happens, the service needs to be performed unless 
it can be determined that it is reasonable that a customer needs to do more than just 
simply give notice. 

o The warranty cannot be limited in any way. 

It’s because of these parameters that most warranties are considered limited. A warranty operates on 
the basis of giving the selling dealer the opportunity to decide what they want to cover. It is important 
for dealers to outline specifically what percentage of the of the labor will be covered and what 
percentage of the parts will be covered as well. 

There are certain circumstances where a deductible may come into play, therefore putting an * next to 
the number and provide a detailed explanation under the column that outlines the Systems Covered and 
Duration section: 

“A $100 deductible is required for each service appointment.” 



 
 

Listed on the Buyers Guide are two separate columns that outline what systems are covered and how 
long the warranty is for those items. It’s important to also note if the vehicle is still under the 
manufacturer’s warranty or if it’s a dealer-covered item. 
 

 



 
 

Service Contracts 

It is required that a dealer lists on the buyer’s guide if a service contract is going to be offered. That is 
why it’s important as a dealer to understand what is included in a service contract, how they are used,  
and what benefit they can provide for both the dealer and the customer. 

Vehicle service contracts (VSC), also known as extended warranties or service agreements, are contracts 
that provide additional coverage for repair or replacement of certain components or systems on a 
vehicle. These contracts are typically sold by dealerships or third-party providers and are designed to 
provide customers with added peace of mind and protection from unexpected repair costs. 

Pros of purchasing a vehicle service contract include: 

1. Protection from unexpected repair costs: A VSC can cover repair or replacement costs for certain 
components or systems that are not covered by the manufacturer's warranty, which can help 
protect customers from unexpected and potentially costly repairs. 

2. Peace of mind: Knowing that certain repairs or replacements are covered under a VSC can 
provide customers with added peace of mind and reduce the stress and anxiety associated with 
unexpected repairs. 

3. Transferable: In some cases, VSC’s can be transferred to a new owner if the vehicle is sold, which 
can add value to the vehicle and make it more attractive to potential buyers. 

Cons of purchasing a vehicle service contract include: 

1. Cost: VSC’s can be expensive, and customers may end up paying more for the contract than they 
would for the repairs themselves. 

2. Limited coverage: VSC’s may not cover all repairs or replacements, and there may be exclusions 
or limitations that customers should be aware of before purchasing. 

3. Claims process: Filing a claim under a VSC can be a complex process, and customers may need to 
meet certain requirements or provide documentation to have the repair or replacement 
covered. 

In California, dealerships can offer VSC’s to customers to provide additional protection and peace of 
mind. California law requires dealerships to disclose certain information about VSCs to customers, 
including the cost of the contract, the coverage provided, and any deductibles or exclusions. 

Examples of companies that sell service contracts for car dealers include Ally, Zurich, and CNA National 
Warranty Corporation. These companies offer a range of VSC options for dealerships to offer to 
customers, with varying levels of coverage and pricing. It is important for customers to research and 
compare different VSC options and providers to find the best fit for their needs and budget. 



 
 

Vehicle History Reports 

The last portion that needs to be signed off by the customer is the vehicle history report. There is one 
report that is required which is the NMVTIS report or the National Motor Vehicle Title Information 
System. The other two that are suggested are Carfax and Autocheck. Let’s learn how each of these can 
be used. 

The National Motor Vehicle Title Information System (NMVTIS) is a federal database that provides 
information on the history of motor vehicles in the United States. The database contains data from state 
motor vehicle agencies, insurance companies, salvage yards, and other sources, and it is intended to help 
prevent vehicle-related fraud and theft. 

NMVTIS was established by the Anti-Car Theft Act of 1992, and it became fully operational in 2009. It is 
overseen by the Department of Justice and managed by the American Association of Motor Vehicle 
Administrators (AAMVA). 

When buying a car, an NMVTIS report can be used to provide information on the vehicle's history, 
including: 

1. Title information: The report can show whether the vehicle has a clean title, a salvage title, or 
has been reported as stolen. 

2. Odometer readings: The report can provide information on the vehicle's odometer readings, 
which can help to identify potential fraud or odometer tampering. 

3. Accident history: The report can provide information on any reported accidents or damage to 
the vehicle. 

4. Previous owners: The report can show how many previous owners the vehicle has had, which 
can be helpful in determining its overall condition and history. 

The NMVTIS report can be purchased from authorized providers, and the cost varies depending on the 
provider and the level of detail included in the report. 

The NMVTIS report gets its data from a variety of sources, including state motor vehicle agencies, 
insurance companies, salvage yards, and auto recyclers. By collecting and analyzing this data, NMVTIS 
helps to prevent vehicle-related fraud and theft, and it provides valuable information to consumers who 
are considering purchasing a used car. 

Pro Tip: 

The provider that we recommend at California Dealer Academy is vinaudit.com 
 

Here is a little bit of the history on the company. 

VinAudit.com is a web-based service that provides vehicle history reports to consumers who are 
considering purchasing a used car. The service is designed to help consumers make informed decisions 
about the vehicles they are interested in, by providing detailed information on the vehicle's history, 
including accident history, title information, and other important details. 



 
 

VinAudit.com uses data from a variety of sources, including the National Motor Vehicle Title Information 
System (NMVTIS), which is a federal database that collects information on the history of motor vehicles 
in the United States. By collecting and analyzing this data, VinAudit.com provides consumers with a 
comprehensive view of the vehicle's history, which can help them to identify potential problems or 
issues before making a purchase. 

To use VinAudit.com, consumers simply enter the vehicle identification number (VIN) of the car they are 
interested in, and the system generates a detailed report that includes information on the vehicle's title 
history, accident history, odometer readings, and other important details. The report also includes a 
score that indicates the overall health of the vehicle based on its history, as well as a recommended retail 
value based on current market conditions. 

VinAudit.com offers a range of pricing options, from a single report to a monthly subscription, depending 
on the needs of the consumer. The service is widely used by consumers who are considering purchasing 
a used car, as well as by car dealerships and other businesses that need to access vehicle history 
information on a regular basis. 

On the following pages, here is an example of what an NMVTIS Report looks like: 
 

  

 

 

 
Source: NMVTIS 



 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 





 
 

Carfax 

Carfax is a web-based service that provides vehicle history reports to consumers who are considering 
purchasing a used car. The company was founded in 1984 and is based in Centreville, Virginia. 

The Carfax report includes a variety of information about the vehicle's history, including: 

1. Title information: The report can show whether the vehicle has a clean title, a salvage title, or 
has been reported as stolen. 

2. Odometer readings: The report can provide information on the vehicle's odometer readings, 
which can help to identify potential fraud or odometer tampering. 

3. Accident history: The report can provide information on any reported accidents or damage to 
the vehicle. 

4. Service history: The report will show the vehicle's service records, including repairs and 
maintenance performed over its lifetime. 

5. Ownership history: The report can show how many previous owners the vehicle has had, and in 
some cases, the report can provide information on the length of each ownership period. 

6. Recall information: The report can show whether the vehicle has any open recalls that have not 
been addressed. 

Consumers benefit from Carfax by being able to make more informed decisions about the vehicles they 
are considering purchasing. By reviewing the Carfax report, consumers can identify potential problems or 
issues with the vehicle's history, which can help them to avoid purchasing a car with a hidden past. 

Car dealers benefit from using Carfax by being able to provide more transparent information to their 
customers. By providing a Carfax report to a potential buyer, dealers can demonstrate that they are 
selling a vehicle with a clean history and no hidden problems. This can help to build trust with their 
customers and increase sales. 

Carfax offers a range of pricing options, from a single report to a subscription service that provides 
access to multiple reports. The service is widely used by consumers who are considering purchasing a 
used car, as well as by car dealerships and other businesses that need to access vehicle history 
information on a regular basis. 



Example of a Carfax:



 
 

 

 
 



 
 

 

 
 



 
 

 

 
 
 



 
 

 

 
 



 
 



 
 

 

 
 

 

 
 



 
 

AutoCheck 

AutoCheck is a web-based service that provides vehicle history reports to consumers who are 
considering purchasing a used car. The service is owned and operated by Experian, a global information 
services company based in Dublin, Ireland. The report is commonly used as a window into auction 
condition reports along with providing extra guidance for consumers. 

The AutoCheck report is important to review before a customer buys a car because it provides a 
comprehensive view of the vehicle's history, including any accidents, repairs, or other issues that may 
impact its value or safety. By reviewing the AutoCheck report, consumers can make more informed 
decisions about the vehicles they are considering and avoid purchasing a car with a hidden past. 

For dealers, the AutoCheck report can be a valuable tool for building trust with customers and increasing 
sales. By providing a vehicle history report from AutoCheck, dealers can demonstrate that they are 
selling a car with a clean history and no hidden problems. This can help to build confidence with their 
customers and increase the likelihood of a successful sale. 

The AutoCheck report includes a variety of information about the vehicle's history, including: 

1. Title information: The report can show whether the vehicle has a clean title, a salvage title, or 
has been reported as stolen. 

2. Accident history: The report can provide information on any reported accidents or damage to 
the vehicle. 

3. Odometer readings: The report can provide information on the vehicle's odometer readings, 
which can help to identify potential fraud or odometer tampering. 

4. Service history: The report will show the vehicle's service records, including repairs and 
maintenance performed over its lifetime. 

5. Ownership history: The report can show how many previous owners the vehicle has had, and in 
some cases, the report can provide information on the length of each ownership period. 

6. Recall information: The report can show whether the vehicle has any open recalls that have not 
been addressed. 

AutoCheck offers a range of pricing options, from a single report to a subscription service that provides 
access to multiple reports. The service is widely used by consumers who are considering purchasing a 
used car, as well as by car dealerships and other businesses that need to access vehicle history 
information on a regular basis. 



Example of an Autocheck Report:





 
 

 

 
 
 
 
 
 
 
 
 
 

 



 
 

 

 

 
TrueFrame Report (Vehicle History Enhancement) 

TrueFrame is a company that provides independent vehicle inspections and certifications to dealerships, 
individuals, and other businesses. The company was founded in 2019 by Jeffrey Risch and Tony 
Leopoldino. 

A TrueFrame report is a detailed inspection report that provides a comprehensive view of the vehicle's 
condition and history. The report includes information on the vehicle's structural integrity, previous 
damage, and repairs, as well as information on the vehicle's history, including any accidents or other 
incidents that may have affected its value or safety. 

The TrueFrame report is designed to help consumers make more informed decisions when purchasing a 
used car. By providing a detailed analysis of the vehicle's condition and history, the report can help to 
identify any potential issues or concerns that may impact its value or safety. This can help consumers to 
avoid purchasing a car with hidden problems and ensure that they are getting a fair price for the vehicle. 



 
 

In addition to providing valuable information for consumers, the TrueFrame report can also benefit 
dealerships and other businesses. By providing a certified inspection report, dealerships can 
demonstrate that they are selling a vehicle that has been thoroughly inspected and is in good condition. 
This can help to build trust with customers and increase the likelihood of a successful sale. 

Overall, the TrueFrame report is a valuable tool for both consumers and dealerships. By providing a 
detailed analysis of the vehicle's condition and history, the report can help to ensure that consumers 
make informed decisions when purchasing a used car, and that dealerships are selling vehicles that meet 
high standards of quality and safety. 

TrueFrame, in addition to the other vehicle history reports, can give true full 360 transparency towards 
all the issues that have been reported regarding problems with potential vehicles. Keep in mind that 
these reports are only as good as the data that is being fed to them. It’s always in the dealer’s best 
interest to consider these as tools for guidance and trust, but always verify. 

 
Example of a TrueFrame report: 

 

 



 
 

Buyers Guide – Second Page 

The second page of the buyer’s guide goes over all the major defects on a used vehicle. When a dealer 
puts all their contact information on the back and both the customer, and the dealer sign it. It is a good 
idea and recommended to have a buyer sign the first page as well. 

 



 
 

Assembly Bill 68- Used Car Sales Law 

AB 68, also known as the Used Car Sales Law, is a California state law that was passed in 1985. The law is 
designed to protect consumers who purchase used vehicles by requiring dealers to disclose certain 
information about the vehicle's condition, history, and warranty coverage. 

Under the law, car dealers in California are required to provide buyers with a written disclosure 
document that includes information such as: 

 Whether the vehicle has been in any accidents or has been damaged 

 Whether the vehicle has been used as a rental or a fleet vehicle 

 Whether the vehicle has been salvaged, rebuilt, or had its odometer rolled back 

 Whether the vehicle comes with a warranty, and if so, the terms of that warranty 

The law also requires dealers to provide buyers with a two-day cooling-off period during which they can 
return the vehicle for a full refund. Additionally, dealers are required to provide a warranty on certain 
vehicles, depending on their age and mileage. 

The purpose of AB 68 is to give consumers more information and protection when purchasing a used 
vehicle, as well as to promote fair and honest practices in the used car industry. 

To sell a vehicle under AB 68 laws, car dealers in California are required to fill out several forms, 
including a Vehicle History Report Disclosure form, a Used Vehicle Buyers Guide, and a Warranty 
Disclosure Statement. These forms are designed to provide buyers with the information they need to 
make an informed decision about the vehicle they are purchasing. 

California Foreign Language Acknowledgement Form 

The California Foreign Language Acknowledgment Form is a document that must be included with 
certain legal documents, such as real estate deeds or powers of attorney, when those documents are 
signed by individuals who do not speak English. The form is intended to ensure that non-English speakers 
understand the content of the document they are signing, even if they are not fluent in English. 

The California Foreign Language Acknowledgment Form must be provided in the language that the 
signee understands. If the signee does not understand English, the form must be provided in their native 
language. If the signee understands English but is more comfortable reading or speaking another 
language, the form must be provided in that language. There is no specific list of languages that must be 
included with the form, as it will vary depending on the signee's needs. 

The inclusion of the California Foreign Language Acknowledgment Form is beneficial to customers 
because it ensures that they fully understand the content of the legal document they are signing. This 
can help to prevent misunderstandings, disputes, or legal issues down the line. 

As for the Used Vehicle Buyers Guide, it is required by law that it be provided in both English and Spanish if 
the dealer conducts sales in Spanish. The Buyers Guide must be displayed on the vehicle, and the Spanish 
version must be a mirror translation of the English version. This is to ensure that Spanish-speaking buyers 
have access to the same information as English-speaking buyers and can make informed decisions about 
the used vehicle they are considering purchasing. 



 
 

One of the first forms that should be completed out of the AB 68 forms is the California Foreign 
Language Acknowledgement Form. 

 

 
 

The beginning portion of the form is relatively easy to navigate. You need to make sure that the buyer’s 
name and address are listed correctly along with the name of the dealership and their address. 

 

 
Next the customer needs to acknowledge which language they’d like to proceed with. Keep in mind, the 
dealership needs to provide buyers guides, purchase orders and contracts in: 

 Chinese 
 English 
 Korean 
 Spanish 

 Tagalog 
 Vietnamese 



 
 

Here are some of the situations that arise when it comes to interpreters: 

 If the dealership provides the interpreter, they must be a licensed salesperson for the dealership. 
 The interpreter must be at least 18 years of age or older to be an interpreter. 

o In the state of California, you must be at least 18 years of age or older to negotiate a 
contract. Important to keep in mind this also includes test driving a vehicle, which is a 
part of the negotiation process. 

 It is a best practice to have a customer sign a REG 256, a statement of facts, indicating that they 
read and understand both English and the interpreted language. 

 If the negotiations are done in Spanish, a Spanish translation of the Federal Buyers Guide must 
be on the vehicle in question before negotiations start. 

Once the customer has selected which language that they would like to proceed with, both the customer 
and the dealer will sign and date. 

 

 

 

 
This form outlines the buyer’s name and address, the co-buyer’s name and address and the 
dealership’s name and address. It establishes that, in the language the customer has designated, that 
the contract, buyers and purchase order has been provided to the customer in the language they have 
specified that they speak. 

If the dealer does not speak the language that the customer is requesting, there are a few steps that 
must be taken to ensure the process is handled correctly: 

1. Provide the customer the form they are requesting, in the language they are requesting, with a 
line through it. This will act as a translation copy for the customer. 

2. The customer will then receive the English copy of the form. This will be the actual document 
that the customer will sign. The customer will reference the translation copy to read over the 
documentation. 

3. Have the customer sign a REG 256 (Statement of Facts) indicating that the customer has been 
provided all necessary documentation in both English and the interpreted language. 

 
 
 
 
 
 
 

 



 
 

Contract Cancelation Agreement 

A contract cancellation agreement for a used car purchased from a California dealer is a document that 
allows a buyer to cancel a contract for the purchase of a used car within a specified period of time. This 
type of agreement is typically offered as part of a dealer's policy to provide customers with additional 
protection and flexibility in their purchase. 

The agreement is beneficial to a customer because it allows them to cancel the contract and return the 
car for a refund if they are not satisfied with the purchase for any reason. This can provide peace of mind 
and reduce the risk of purchasing a car that turns out to have hidden issues or problems. 

The requirements for the form may vary depending on the dealer, but it should typically include the 
following information: 

 The date of the agreement 

 The name and address of the dealer and the buyer 

 The make, model, and year of the car being purchased 

 The purchase price of the car 

 The date by which the buyer must cancel the contract 

 The terms and conditions for canceling the contract, including any fees or charges that may 
apply. 

 The procedure for returning the car and obtaining a refund for the vehicle and if the vehicle is 
subject to restocking fees. 

 The specified miles a customer can drive. Minimum requirement is 2 days or 250 miles. 

In California, dealers are required to provide a contract cancellation agreement for used car purchases if 
the car is priced at $40,000 or less and the buyer's financing was arranged by the dealer. The agreement 
must be provided in both English and Spanish if the dealer conducts sales in Spanish. The cancellation 
period must be at least two days and the agreement must include specific language required by 
California law. 

According to the California Vehicle Code, a dealer needs to display a notice that is not less than eight 
inches high and ten inches wide in each office where numbers are discussed in the dealer’s place of 
business that indicates the following information: 

“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 
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. 

What does this mean for the dealer? 

The dealer must present to the consumer an agreement that the customer signs and contains the 
following: 

 Buyer’s name and address 

 Co-buyer’s name and address 

 Dealership’s name and address 

 Vehicle description: 

 Year 

 Make 

 Model 

 Vin 

 Vehicle delivery date 

 Contract cancellation purchase price (Based On the cash price of the vehicle) 
 

 Vehicle’s price is $5000 or less 
 

 $75 

 Vehicle’s price is between 
$5001 to $10k 

 
 $150 

 Vehicle’s price is between 
$10001 to $30k 

 
 $250 

 Vehicle’s price is between 
$30001 to $39,999 

 
 1% of the vehicle’s 

value 

 Restocking fee – In the event the customer purchases the contract cancellation option, the 
dealer has the right to charge a restocking fee. 

 Vehicle’s price is $5000 or less  
 

 $175 

 Vehicles price is between 
$10,001 to $39,999 

 $500 

     Vehicle’s price is between  
$5,001 to $10,000 

 $350 



 
 

If a customer returns a vehicle 

When a vehicle is returned under a contract cancellation agreement, the dealer should conduct a 
thorough inspection of the vehicle to assess its condition and any changes that may have occurred while 
it was in the buyer's possession. 

The inspection should cover all aspects of the vehicle, including its mechanical, electrical, and safety 
systems, as well as its appearance and cleanliness. The dealer should look for any signs of damage or 
wear and tear that were not present at the time of the sale, such as dents, scratches, or stains. 

If any issues are identified during the inspection, the dealer should address them before offering the 
vehicle for sale again. Depending on the nature and extent of the issues, the dealer may need to make 
repairs, replace parts, or lower the price of the vehicle to reflect its reduced value. 

In addition to the inspection, the dealer should also complete any necessary paperwork to transfer 
ownership of the vehicle back to their possession. This may include updating the vehicle's registration 
and title, as well as any financing or insurance documents related to the sale. 

When is a contract cancellation not required 

In California, dealers are not required to provide a contract cancellation agreement for certain types of 
used car purchases, including: 

1. Sales of used cars for $40,000 or more 

2. Sales of used cars that are not primarily intended for personal, family, or household use, such as 
commercial or fleet vehicles. 

3. Wholesale transactions 

4. Powersports, motorcycles or RVs 

However, even if a contract cancellation agreement is not required by law, some dealers may still offer 
this type of agreement as part of their sales policy to provide additional protection and flexibility to their 
customers. Buyers should carefully review their purchase agreement and any other documents provided 
by the dealer to understand their rights and options in the event of a cancellation. 

Contract Cancellation Wrap Up 

 You need to offer the customer a 2 day/250-mile contract cancellation option. Failure to do so 
can be a misdemeanor crime and cause for action against your dealer license. 

 You need to have a sign posted at the dealership and any desk where numbers are discussed 
outlining the customers’ rights. 

 If a trade is involved, clearly mark it not for sale and make sure it is parked at the dealership until 
the allotted time has passed. 

 Make sure to specify the date and time it can be returned if the customer exercises that right 
and what the cost of a restoking fee will be. 

 Explain the options to the customer, but use this opportunity to also discuss the benefits of a 
service contract for the customer, and how that may be more beneficial to them than a contract 
cancellation agreement. 



 
 

Example of what a Contract Cancellation Option Looks Like 
 



 
 

Supplemental Form – Contract Cancellation Option Refused 

Pro Tip: 

I am a firm believer in supporting documentation when it comes to retail and that’s why this form, 
although not required, is a great addition to what a car dealer should have when retailing a vehicle. 

It allows your customer the opportunity to read and sign again understanding that they were offered 
this but have refused to purchase the contract cancellation option. Remember, customers get a copy 
of everything that they sign at the dealership. 

 

 



 
 

Pre-Contract Disclosure/Optional Products and Services Disclosure 

An Optional Products and Service Disclosure form is a document that California car dealers are 
required to provide to customers to disclose any optional products or services that are being offered 
for sale in connection with the purchase or lease of a vehicle. This form is required under California 
law to ensure that consumers have a clear understanding of the cost and value of any additional 
products or services that they may be purchasing. 

The disclosure form is beneficial to consumers because it allows them to make informed decisions 
about their purchase and avoid any unexpected or unnecessary costs. The form lists the optional 
products and services that are available for purchase, along with the cost of each item and a brief 
description of what it covers. 

The following items are required to be listed on the Optional Products and Service Disclosure: 

1. GAP Waiver or similar debt cancellation agreement 

2. Service contract or extended warranty 

3. Prepaid maintenance plan 

4. Appearance protection product 

5. Theft deterrent product 

6. Vehicle protection product 

7. Contract cancellation agreement 

8. Key replacement product 

9. Etching product 

10. Tire and wheel protection product 

If a customer does not receive an Optional Products and Service Disclosure form from the dealer, 
they may be able to cancel any optional products or services that they were charged for. The 
customer may also be able to take legal action against the dealer for failing to provide the required 
disclosure. 

Let’s look more in depth to each of these items: 

GAP Insurance 

GAP insurance is an optional type of auto insurance that covers the difference, or "gap," between 
the amount that a driver owes on their car loan or lease and the actual cash value of the vehicle if it 
is totaled or stolen. GAP is short for Guaranteed Asset Protection, and it can be a great item for 
customers to purchase at your dealership. Let’s look at both sides. 



 
 

The pros of GAP insurance are: 

1. Protects against financial loss: If a car is totaled or stolen, the insurance payout may not cover 
the full amount owed on the loan or lease. GAP insurance protects against this financial loss. 

2. Affordable: GAP insurance is often relatively inexpensive compared to other types of auto 
insurance. 

3. Provides peace of mind: Knowing that you have gap insurance can give you peace of mind, 
especially if you have a large car loan or lease. 

The cons of GAP insurance are: 

1. Limited coverage: GAP insurance only covers the difference between the loan or lease amount 
and the actual cash value of the vehicle. It does not cover other expenses, such as repairs or 
medical bills. 

2. Not always necessary: GAP insurance may not be necessary if you have a small loan or lease, or 
if you have a large down payment on the vehicle. 

GAP insurance is beneficial for car dealers to offer to their clients because it can help protect the 
dealership's financial interests. If a customer's vehicle is totaled or stolen and they owe more on 
their loan or lease than the car is worth, the dealership may not be able to recoup the full amount 
owed. By offering GAP insurance, dealerships can help ensure that they receive the full amount 
owed, which can reduce their financial risk and help them stay in business. Additionally, offering GAP 
insurance can be a selling point for customers who are looking for added protection and peace of 
mind. 

Service Contracts 

We talked about service contracts earlier in class, however, let’s do another brief overview. 

A service contract, also known as an extended warranty, is an optional contract offered by car 
dealerships that provides additional coverage for certain repairs and services beyond the 
manufacturer's warranty. Service contracts typically cover major vehicle components, such as the 
engine, transmission, and electrical systems, and may include additional benefits like roadside 
assistance and rental car reimbursement. 

Customers who buy used cars should consider service contracts because they provide added 
protection and peace of mind against unexpected repair costs. Used cars are more likely to require 
repairs than new cars, and the cost of these repairs can add up quickly. A service contract can help 
mitigate these costs and provide customers with assurance that their vehicle is covered if 
something goes wrong. 

For dealerships, selling service contracts is beneficial because it can help increase revenue and 
customer satisfaction. Service contracts are typically sold at a markup, meaning that dealerships can 
earn additional profit on each sale. Additionally, offering service contracts can help build trust and 
loyalty with customers by providing them with added value and protection. This can lead to repeat 
business and positive word-of-mouth referrals. 



 
 

It's important for customers to carefully review the terms and conditions of a service contract before 
purchasing, as not all service contracts are created equal. Some contracts may have restrictions or 
exclusions that limit the coverage or only cover certain types of repairs. Customers should also be 
aware of the length of coverage, the deductible amount, and any other fees or costs associated with 
the contract. 

Pre-Paid Maintenance Plan 

A prepaid maintenance plan is an optional service offered by car dealerships that provides customers 
with scheduled maintenance services at a discounted rate. Typically, customers pay upfront for a set 
number of maintenance visits or a specified time period, such as three years or 30,000 miles. 
Maintenance services may include oil changes, tire rotations, brake inspections, and other routine 
services. 

There are several benefits for customers to purchase a prepaid maintenance plan when they buy a 
used car from a dealer: 

1. Convenience: Prepaid maintenance plans provide customers with a convenient way to keep their 
car in good condition, without having to worry about scheduling and paying for individual 
services as they come up. 

2. Cost savings: Prepaid maintenance plans typically offer a discounted rate compared to paying for 
each service individually, which can save customers money over time. 

3. Peace of mind: By purchasing a prepaid maintenance plan, customers can have peace of mind 
knowing that their car is receiving regular maintenance and that any potential issues will be 
caught early. 

4. Increased resale value: A car with a documented history of regular maintenance may have a 
higher resale value than one that does not, making a prepaid maintenance plan a good 
investment for customers who plan to resell their car in the future. 

Overall, a prepaid maintenance plan can be a smart investment for customers who want to keep 
their used car in good condition and save money on routine maintenance services. It can also 
provide peace of mind and potentially increase the resale value of the vehicle. If a dealership offers 
repairs of any kind, even going so far as to refer a customer for work at another shop, the dealership 
must have a BAR License. 

BAR License 

In California, if a dealership performs repairs, they must have a valid Automotive Repair Dealer 
license issued by the Bureau of Automotive Repair (BAR). This license is required for businesses that 
perform any type of repair work on vehicles, including mechanical, electrical, or body repairs. 



 
 

To obtain a BAR license in California, there are several requirements that must be met. These 
include: 

1. Completing a BAR-approved training program: All individuals who perform repairs for the 
dealership must complete a BAR-approved training program in automotive repair. 

2. Passing a written examination: All individuals who perform repairs for the dealership must pass a 
written examination administered by the BAR. 

3. Meeting business requirements: The dealership must meet all business requirements set forth 
by the BAR, including having a valid business license, insurance, and a properly equipped repair 
facility. 

4. Paying applicable fees: The dealership must pay all applicable fees associated with obtaining and 
maintaining a BAR license. 

A BAR license is beneficial for a dealership in California because it demonstrates to customers that 
the dealership is licensed, trained, and qualified to perform repairs on their vehicles. It also provides 
customers with the assurance that their vehicle is being repaired by professionals who are 
accountable to the state regulatory agency. Additionally, having a BAR license can help a dealership 
stand out from its competitors and attract more customers who value quality repairs and 
professional service. 

Vehicle Appearance/ Protection Plan 

A vehicle appearance/protection plan is an optional service that dealerships may offer to customers 
to protect the appearance of their vehicle. This can include various services such as paint and fabric 
protection, rustproofing, windshield protection, and more. These plans typically come at an 
additional cost and can be added to a customer's purchase price or financed into their auto loan. 

The benefits of a vehicle appearance/protection plan for a customer include: 

1. Maintaining the appearance of the vehicle: By protecting the exterior and interior of the vehicle, 
customers can help to preserve its appearance and protect its resale value. 

2. Ease of maintenance: By protecting the vehicle's surfaces, it can make cleaning and maintenance 
easier, saving the customer time and effort. 

3. Protection from environmental factors: Services such as rustproofing and paint protection can 
help to protect the vehicle from environmental factors such as salt, moisture, and UV rays, which 
can cause damage over time. 

4. Potential cost savings: By preventing damage from occurring, a vehicle appearance/protection 
plan can potentially save the customer money on costly repairs or replacements. 

Overall, a vehicle appearance/protection plan can be a good investment for customers who want to 
protect their investment and keep their vehicle looking its best. It can potentially save the customer 
money on repairs and maintenance while also helping to preserve the resale value of the vehicle. 



 
 

Vehicle Etching/ Key, Wheel, Tire Replacement 

Vehicle etching is a process where a unique identification number is etched onto the windows of a 
vehicle, making it more difficult for thieves to steal and sell the vehicle. This process can deter 
thieves and may help to recover the vehicle if it is stolen. 

Key, wheel, and tire replacement plans are optional services that dealerships may offer to customers 
to protect their investment in the vehicle. Key replacement plans offer coverage for lost or damaged 
keys, while wheel and tire replacement plans offer coverage for damage to wheels and tires caused 
by road hazards. 

The benefits of purchasing these optional items when buying a used car from a dealership include: 

1. Theft prevention: Vehicle etching can deter thieves and may make the vehicle less attractive to 
steal. 

2. Peace of mind: Key, wheel, and tire replacement plans can offer customers peace of mind 
knowing that they are protected from unexpected and costly repairs. 

3. Cost savings: By purchasing these optional plans, customers can potentially save money on 
repair and replacement costs over the life of the vehicle. 

4. Convenience: Key, wheel, and tire replacement plans can offer customers convenient solutions 
for unexpected issues that may arise with their vehicle. 

Overall, while these optional plans come at an additional cost, they can provide customers with 
added protection and peace of mind knowing that their investment is safeguarded. It is important 
for customers to carefully consider these options and weigh the costs and benefits before making a 
decision. 

Optional Products and Services Disclosure forms provide transparency to a used car deal that allow 
the customer to know exactly what they are paying for an itemized list of those products and lets the 
customer know what it would cost with or without the products being offered. 

Some of the benefits to dealerships that offer services like this, beyond an increase in revenue, can 
be offsetting some of the costs that come with financing a customer that has subprime credit. 
Customers with subprime credit will often lead to discount fees that are extended to a dealership on 
behalf of the financial institution that they use during the financing process. In the next section, we’ll 
talk about financing and what forms are involved with that. 

In addition to the optional goods and services, the form also outlines other miscellaneous charges 
that are included with the deal that aren’t options. Things like: 

 Cash Price of Additional Accessories 
 Electronic Vehicle Registration or Transfer Charge 
 Document Processing Charge (Doc Fees) 
 Emissions Testing Charge 
 Prior Credit or Lease Balance 

This form must be signed and dated by the customer and the customer must receive a copy. 
 
 



 
 

Example of an Optional Products and Services Disclosure Form 

 

 



 
 

Privacy Policy 

The Gramm-Leach-Bliley Act (GLBA), also known as the Financial Services Modernization Act, is a 
federal law that regulates the collection, use, and disclosure of personal financial information by 
financial institutions, including car dealerships that provide financing and insurance products to their 
customers. 

The Safeguards Rule is a part of the GLBA that requires financial institutions to develop, implement, 
and maintain a comprehensive information security program to protect customer information. The 
Safeguards Rule requires financial institutions to assess risks to customer information, design and 
implement a safeguard program to mitigate those risks, and regularly monitor and test the 
effectiveness of those safeguards. 

Car dealerships in California are subject to the GLBA and the Safeguards Rule if they provide 
financing or insurance products to their customers. This means that dealerships must have a 
comprehensive information security program in place to protect customer information, including 
physical, administrative, and technical safeguards to prevent unauthorized access to customer 
information. 

Under the Safeguards Rule, car dealerships must: 

1. Designate one or more employees to coordinate the information security program. 

2. Conduct a risk assessment to identify potential risks to customer information. 

3. Develop and implement a written information security program that includes administrative, 
technical, and physical safeguards to protect customer information. 

4. Regularly monitor and test the effectiveness of the safeguards and make necessary changes to 
the program. 

Overall, car dealerships in California must comply with the GLBA and the Safeguards Rule to protect 
their customers' personal and financial information. This includes developing and maintaining a 
comprehensive information security program that addresses potential risks and safeguards customer 
information. 

 
 
 
 
 
 
 
 
 
 
 



 
 

  Example of a Privacy Policy 
 



 
 



 
 

Used Vehicle History Disclosure Form 

The Used Vehicle History 
Disclosure form is a document 
required for used car sales by 
dealerships in California. The 
form is designed to provide 
customers with information 
about the vehicle's history, 
such as whether it has been 
involved in any accidents, if it 
has any liens, if it has ever 
been salvaged or rebuilt, or if 
it has had any major repairs. 

The Used Vehicle History 
Disclosure form is required by 
law to be provided to 
customers before they 
purchase a used vehicle from a 
dealership in California. The 
purpose of this requirement is 
to ensure that customers are 
fully informed about the 
condition and history of the 
vehicle they are purchasing, 
and to protect them from any 
misrepresentation or fraud by 
the dealership. 

By providing customers with a comprehensive history of the used vehicle they are considering 
purchasing, the Used Vehicle History Disclosure form allows customers to make an informed decision 
about whether to proceed with the purchase or not. It also helps customers to identify potential 
problems with the vehicle that may affect its value or safety. 

Overall, the Used Vehicle History Disclosure form is an important tool for protecting customers and 
promoting transparency in the used car sales process. It allows customers to make informed 
decisions about their purchases and helps to prevent fraud and misrepresentation by dealerships. 
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Disclosures of Consumer Credit and Notice to Vehicle Credit Applicant 
 

 
When offering credit or financing at a dealership, it is important to remember that a dealership cannot 
give a customer a copy of their credit report. Instead, you give the customer a notice to the applicant 
going over their credit report. Here are some of the items that must be included in this report. 

 The name of the consumer 
 The name of the dealership 
 The customer’s credit score 
 How is that score utilized at the dealership? 
 How do you receive a copy of that credit report? 
 How can you get in contact with the credit bureau if you have questions or need to address 

problems with the information in the report. 
 



 
 

Red Flags Rule 

The Federal Trade Commission's Identity Red Flags Rule is a set of regulations designed to protect 
consumers and businesses from identity theft. The rule requires financial institutions and creditors, 
including car dealerships, to develop and implement an identity theft prevention program that is tailored 
to their particular business and risks. 

The Identity Red Flags Rule is important because identity theft can have serious financial and personal 
consequences for individuals and businesses. By implementing an effective identity theft prevention 
program, car dealerships can help to safeguard their customers' personal and financial information, 
reduce the risk of fraud and identity theft, and comply with federal regulations. 

The Identity Red Flags Rule program requires car dealerships to identify, detect, and respond to warning 
signs, or "red flags," that may indicate the possibility of identity theft. Some examples of red flags in the 
automotive industry may include: 

 Suspicious identification documents, such as a driver's license that appears to be altered or fake. 

 An unusual or suspicious pattern of vehicle purchases or financing. 

 Requests to use a different address or phone number than those on file. 

 Alerts or notifications from credit reporting agencies or other sources indicating possible fraud 
or identity theft. 

To comply with the Identity Red Flags Rule, car dealerships must create a written identity theft 
prevention program that includes: 

 A program administrator who is responsible for overseeing the program. 

 A risk assessment to identify potential red flags and assess the dealership's level of risk. 

 Policies and procedures for detecting, preventing, and responding to red flags. 

 Training for employees on how to identify and respond to red flags. 

 Oversight of third-party service providers who may have access to customer information. 

Overall, the Identity Red Flags Rule is an important program for car dealerships in California and across 
the country. By implementing effective identity theft prevention programs, car dealerships can help to 
protect their customers' personal and financial information, reduce the risk of fraud and identity theft, 
and comply with federal regulations. 



 
 

 

Truth In Lending Act & Key Elements Car Dealers Need to Be Aware Of 

 The Truth in Lending Act (TILA) is a federal law that requires lenders to disclose the terms and 
conditions of a loan or credit transaction, including the annual percentage rate (APR) and other 
associated costs, to consumers. This law applies to all forms of consumer credit, including 
conditional sales contracts for used vehicles purchased from California car dealers. 

 A conditional sales contract is a type of financing agreement where the buyer takes possession 
of the vehicle but pays for it over time, typically with interest. Under TILA, car dealers must 
provide buyers with a clear and accurate disclosure of the financing terms and the total cost of 
the vehicle, including any fees or charges associated with the loan. 

 Closed-end credit refers to a loan with a fixed term and a set number of payments, such as a car 
loan. Open-end credit, on the other hand, refers to a line of credit that can be used repeatedly 
up to a certain limit, such as a credit card. 

 Prime credit refers to borrowers with a high credit score and a good credit history, while 
subprime credit refers to borrowers with a lower credit score or a history of delinquencies or 
defaults. 

 The Equal Credit Opportunity Act (ECOA) is another federal law that prohibits lenders from 
discriminating against borrowers on the basis of race, color, religion, national origin, sex, marital 
status, age, or receipt of public assistance. 

 Regulation Z is a set of regulations issued by the Federal Reserve Board under the Truth in 
Lending Act. It requires lenders to provide borrowers with clear and accurate disclosures of the 
terms and costs of credit transactions, including loans for the purchase of vehicles. 

 The Federal Consumer Credit Protection Act is a federal law passed in 1968 that provides various 
protections to consumers regarding credit and debt. The law includes several titles, including the 
Truth in Lending Act, the Fair Credit Reporting Act, the Equal Credit Opportunity Act, and the Fair 
Debt Collection Practices Act, among others. These titles provide regulations and guidelines for 
creditors, credit bureaus, and debt collectors, and aim to ensure that consumers are treated 
fairly and provided with accurate information regarding credit and debt. The law is enforced by 
the Consumer Financial Protection Bureau and the Federal Trade Commission. 

 
It is important to note that ALL these forms lead up to breaking down the conditional sales contract into 
more compartmentalized sections that make it easier for customers to understand.



 
 

Consignment 

A consignment agreement for a used car dealer is a contract between the dealer and an individual (the 
"consignor") who wants to sell their vehicle through the dealer. Under this agreement, the consignor 
entrusts the dealer to sell their vehicle on their behalf, with the dealer receiving a commission or fee for 
their services. 

A typical consignment agreement for a used car dealer should include the following items: 

1. Description of the vehicle: This should include the year, make, model, and VIN number of the 
vehicle, as well as any other important details such as the mileage and condition of the vehicle. 

2. Selling price: The agreement should specify the minimum price that the consignor is willing to 
accept for the vehicle, as well as the commission or fee that the dealer will receive for selling the 
vehicle. 

3. Term of the agreement: The agreement should specify the length of time that the vehicle will be 
listed for sale with the dealer, as well as any renewal options or termination provisions. 

4. Responsibilities of the parties: The agreement should specify the responsibilities of the dealer 
and the consignor, such as who will be responsible for preparing the vehicle for sale, marketing 
the vehicle, and handling any paperwork related to the sale. 

5. Payment terms: The agreement should specify when and how the consignor will be paid for the 
sale of their vehicle, as well as any other fees or expenses that may be deducted from the sale 
proceeds. 

In California, there is a 20-day timeline for a dealer to pay a consigner after the sale of their vehicle. The 
consignment agreement should specify the payment terms, such as when the consignor can expect to 
receive payment and how the payment will be made. It is important for dealers to honor the terms of 
the consignment agreement and make timely payments to consignors to maintain a good reputation and 
avoid legal disputes. 
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Conditional Sales Contract 

A conditional sales contract, in reference to used car sales at a dealership is a legal agreement 
between a buyer and a dealership, where the buyer agrees to purchase a vehicle on credit and 
makes payments over a period of time. This type of contract is commonly used in car financing, 
where the buyer does not pay the full purchase price upfront but rather makes payments over time. 

The contract typically includes the terms of the sale, the vehicle information, the purchase price, the 
down payment amount, the interest rate, and the payment schedule. It may also include information 
about any warranties or service plans, as well as details about the buyer's credit history and 
financing options. 

A conditional sales contract is required to protect both the buyer and the dealership. The contract 
ensures that the buyer understands the terms of the sale and the financial obligations associated 
with purchasing the vehicle. It also protects the dealership by ensuring that the buyer is committed 
to making payments on time and that the dealership has legal recourse if the buyer defaults on the 
loan. 

The detailed list of information on a conditional sales contract typically includes: 

 Buyer and dealership information: Names, addresses, and contact information for both parties. 

 Vehicle information: Make, model, year, mileage, VIN number, and any relevant features or 
options. 

 Purchase price: The agreed-upon price for the vehicle. 

 Down payment: The amount of money the buyer will pay upfront. 

 Interest rate: The rate at which the loan will accrue interest. 

 Payment schedule: The amount and frequency of payments. 

 Total cost of credit: The total amount of interest and fees the buyer will pay over the life of the 
loan. 

 Warranties and service plans: Details about any warranties or service plans that come with the 
vehicle. 

 Credit information: Information about the buyer's credit history and financing options. 

 Default and repossession: Information about what happens if the buyer defaults on the loan or 
fails to make payments on time. 



 
 

 
 
Page 1 of the Conditional Sales Contract 
 

 

 
Disclosed on the front portion of the title, the contract needs to have a box outlined in red at lease 1 
inch squared. Here is the determining factor for a new or used vehicle: 

A used vehicle, by definition, is any vehicle that has already been operated and titled. 

According to the California Vehicle Code, 

“A ‘used vehicle’ is a vehicle that has been sold, or has been registered with the department, or has been 
sold and operated upon the highways, or has been registered with the appropriate agency of authority, 
of any other state, District of Columbia, territory or possession of the United States or foreign state, 
province or country, or unregistered vehicles regularly used or operated as demonstrators in the sales 
work of a dealer or unregistered vehicles regularly used or operated by a manufacturer in the sales or 
distribution work of such manufacturer.” (Find Law Staff, 2019) 

A new motor vehicle is a vehicle that is sold with a MSO (Manufacturer’s Statement of Origin) or MCO 
(Manufacturer’s Certificate of Origin) 

According to the California Vehicle Code, 

“A ‘new vehicle’ is a vehicle constructed entirely from new parts that has never been the subject of a 
retail sale, or registered with the department, 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.” (Find Law Staff, 2019)



 
 

 

 
Federal Truth-In-Lending Disclosures 

Important elements of the truth in lending disclosures are: 

 Annual Percentage Rate 
o The cost of the customer’s interest on an annual basis. 

 Finance Charge 
o The total cost of the credit arrangement. 

 Amount Financed 
o The amount of money that the creditor will provide to the customer by the financial 

institution. 
 Total Payments 

o The combined amount of money a customer will have to pay when all the payments 
have been satisfied. 

 Total Sale Price 
o The total cost of the transaction including the customer’s down payment and what 

the total cost of credit will be. 



 
 

 

Breaking out the payment schedule 

It is important to list out the number of payments, what that total amount of the payment will be and 
when those payments will be due. It also needs to outline any kind of: 

 Late charges – Late charges occur if the monthly payment isn’t paid on time or within the 
designated grace period, a percentage of the payment will be due to make up for it. 

 Pre-payment penalty – It is important to indicate on the contract if there will be any payment for 
paying the vehicle off early. 

 Security Interest and defaults on contract– Customer needs to understand that a lien holder will be 
added to the title and registration to protect the bank or institution loaning the money. If the 
consumer defaults on the loan, the vehicle is then leveraged and sold off to go towards satisfying the 
lien. If the sale doesn’t cover the total due on the loan, the registered owner is still responsible to pay 
the difference to lien holder. 
 



 
 

Dealer Carrying Contract 

Beyond the traditional lending practices, dealers can also carry the contract as well. The same 
disclosures are required, and the dealer must set the same standards, payment schedule and APR as 
well. 

Repossession 

Repossession occurs when the customer defaults on a contract and the lender goes through the 
process of repossession. It is important to note that if a dealer regularly collects debts, or 
repossesses on a regular basis, the Debt Collectors Licensing Act comes into play for Buy Here Pay 
Here dealers and finance companies that offer financing to automotive dealers. 

 
Statement of Insurance 

A statement of insurance on a conditional sales 
contract is a document that outlines the insurance 
requirements for a vehicle that is being sold on credit. 
This statement of insurance typically includes 
information such as the type of insurance required, the  
amount of coverage needed, and the name of the 
insurance company. 

It is important to include a statement of insurance on  
a conditional sales contract because it helps protect 
both the buyer and the dealership in the event of an 
accident or other incident involving the vehicle. 
Specifically, it helps ensure that the vehicle is 
adequately insured so that any damages or losses can be  
covered by the insurance company, rather than being  
the responsibility of the buyer or the dealership. 

In many cases, the dealership will require the buyer to 
provide proof of insurance before they can take possession of the vehicle. This helps ensure that the 
buyer is complying with the insurance requirements outlined in the contract and that the vehicle is 
adequately protected. 
Ultimately, a statement of insurance on a conditional sales contract is an important part of the overall 
agreement between the buyer and the dealership. By clearly outlining the insurance requirements for the 
vehicle, it helps ensure that both parties are protected and that there are no misunderstandings or disputes 
down the line. 

 



 
 

Agreement to Arbitrate 

An agreement to arbitrate on a conditional sales contract is  
a clause that stipulates that any disputes arising from the 
contract will be resolved through arbitration rather than 
through the court system. Arbitration is a form of dispute 
resolution that involves a neutral third party, known as 
an arbitrator, who listens to both sides of the dispute and 
makes a final, binding decision. 

The agreement to arbitrate is important because it helps provide a faster, more efficient, and less 
expensive way to resolve disputes between the buyer and the dealership. Rather than going through 
the court system, which can be time-consuming and costly, arbitration allows both parties to resolve 
their differences in a more streamlined and informal process. 

Another important benefit of an agreement to arbitrate is that it provides more privacy and 
confidentiality than a court proceeding. Arbitration hearings are typically held in private, and the 
arbitrator's decision is not a matter of public record, which can be beneficial for both the buyer and 
the dealership. 

It's worth noting that while an agreement to arbitrate can be beneficial in many ways, it also has 
some potential drawbacks. For example, the arbitrator's decision is final and binding, which means 
that there is no option to appeal the decision, even if one of the parties feels that the decision was 
unfair or unreasonable. Additionally, arbitration clauses may limit the buyer's ability to participate in 
class action lawsuits, which can be an important tool for consumers in some cases. 

Overall, an agreement to arbitrate on a conditional sales contract is an important legal provision that 
helps provide a more efficient and streamlined way to resolve disputes between the buyer and the 
dealership. However, it's important for both parties to carefully consider the potential benefits and 
drawbacks of this approach before signing the contract. 

 

 
In this example, the conditional sales contract is broken out over 7 pages, so the page number needs 
to be indicated in the lower right-hand corner. The customer will also be required to sign and date 
each page of the conditional sales contract as well. 

If an Auto Broker is used in the transaction, as we talked about earlier in class, it needs to be 
disclosed on the face of the contract. 



 
 

 
Example of the 1st page 
 



 
 

 

Page 2 of the Conditional Sales Contract 
 

Itemized breakdown of Cost 

On the conditional sales contract, every cost needs to 
be broken down, so it is easy to understand for the 
customer. Starting with the cash price for the vehicle 
and accessories without any addons. 

Documentation Fee {Doc Fee} 

Doc fees vary across the United States, however in 
California it is capped at the following breakdown: 

 $70 if you are a standard dealership 

 $85 if you are a BPA provider (Process 
registrations at your dealership) 

Important to note that a doc fee is optional, but if you 
charge one customer with a doc fee, you must charge 
all your customers. 

A doc fee is important because it can offset some of 
the ancillary fees that dealers face with each deal. 
Some examples of these costs are things like 
registration services and vehicle history reports etc. 

The DMV has not modified their test to correct the 
true amount so on the DMV test, the correct answer is 
$50 to pass the test. The doc fees listed above are the 
correct charges for practical use at your dealership. 

Sales tax is broken down as well, we will review later 
in class how sales tax is calculated. 

Then comes the optional products and services for 
the vehicle are broken out and finalized as a sub total. 

Next are the registration fees. Keep in mind that the basic transfer fee for any vehicle is always $15. This 
will be the minimum amount due. A KSR will be needed to get the exact amount needed for the 
registration total for the vehicle. 

Pro Tip: It is always better to overcharge the registration and cut the customer back a check for the 
difference after the fact. If you don’t charge enough for the registration fees, you still have to process 
the title and registration and the dealer is required to pay all fees and seek restitution. 

Then the totals are brought down below. Important to remember how much is paid as a down payment 
and how much is financed. Most DMS programs will break this down for you but in the event the dealer 
isn’t using a computer, the dealer will have to do the breakdown by hand. 



 
 

Service Contracts and Debt Cancellation Agreement 
 
 
 
 
 
 
 
 

An optional service contract and debt cancellation agreement are often listed out on a conditional sales 
contract for a used vehicle purchase from a car dealer to provide the buyer with additional options for 
protecting their investment and mitigating risk. 

An optional service contract is a type of agreement that can be purchased in addition to the vehicle 
itself, which provides coverage for certain repairs and maintenance services over a specified period of 
time. These contracts are often referred to as extended warranties, and they can help provide buyers 
with peace of mind knowing that certain repairs or maintenance services will be covered if they arise. 

A debt cancellation agreement, on the other hand, is an agreement that can be purchased to cancel or 
forgive the remaining balance on a loan if certain unforeseen events occur, such as the buyer's death, 
disability, or involuntary unemployment. This type of agreement can help protect the buyer from the 
financial burden of repaying a loan in the event of an unexpected hardship. 

Including these optional service contract and debt cancellation agreement options on a conditional sales 
contract for a used vehicle purchase from a car dealer provides buyers with the opportunity to consider 
additional protection options that may be valuable to them. By including these options in the contract, 
the dealership can make buyers aware of these options and provide them with the opportunity to 
purchase them if desired. 

Ultimately, these types of optional agreements can help provide buyers with greater peace of mind and 
protection, and including them on a conditional sales contract is a way to make them more accessible 
and transparent to buyers. 



 
 

 
Trade In Vehicles 

Trade-in vehicles are typically listed on a conditional sales contract when buying a used vehicle from a dealer, 
in order to document the value of the trade-in and how it impacts the overall transaction. This information is 
important because it affects the final price that the buyer will pay for the vehicle. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

When a buyer trades in a vehicle, the value of the trade-in is typically credited toward the purchase price 
of the new vehicle. The amount of the credit is determined by the value of the trade-in, which is typically 
assessed by the dealership using industry-standard appraisal methods. 

Listing the trade-in vehicle on the conditional sales contract helps ensure that both the buyer and the 
dealership are in agreement about the value of the trade-in and how it is being credited toward the 
purchase price of the new vehicle. This information is also important for tax and regulatory purposes, as 
it helps document the overall value of the transaction. 

Additionally, listing the trade-in vehicle on the conditional sales contract can be helpful for the buyer when it 
comes to financing the purchase. Including the trade-in value as part of the transaction can reduce the 
amount that the buyer needs to finance, which can help lower the overall cost of the transaction and 
potentially make it easier to obtain financing. 



 
 

 
Example of Page 2: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Page 3 of the Conditional Sale Contract 

The customer will then read and sign a series of paragraphs which include: 

 A trade payoff agreement is a provision that may be included in a conditional sales contract 
when a buyer is trading in a vehicle that still has an outstanding loan or balance. In this case, the 
trade payoff agreement specifies that the dealership will pay off the remaining balance on the 
trade-in vehicle's loan, up to a certain amount, as part of the overall transaction. 

o The trade payoff agreement is important because it helps ensure that the buyer is not 
held responsible for paying off the remaining balance on the trade-in vehicle's loan. 
Instead, the dealership takes on this responsibility, up to the amount specified in the 
agreement. 

 Contract modifications - It's important to note that any modifications or changes to a conditional 
sales contract should be made in writing and should be signed by both parties. This helps ensure 
that both parties are in agreement about the changes and helps protect both parties in the 
event of a dispute or disagreement. Additionally, any changes to the contract should be made in 
accordance with any applicable laws and regulations to ensure that they are legally valid. 



 
 

 Sellers right to cancel- the seller has the right to cancel if financing cannot be obtained. This 
is a 10-day letter that needs to be sent out and is indicated as a breach of the conditional 
sales contract. 

o All forms of down payment must be returned to the customer in the event the customer 
cannot get financed. 

 Minimum Insurance Requirements- The customer must maintain minimum liability insurance on 
the vehicle at all times. 

 

 
Pages 4 through 7 of the Conditional Sales Contract 
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Sales Tax 

A used car dealer in California can obtain a seller's permit from the California Department of Tax and Fee 
Administration (CDTFA) by completing an application and submitting it to the CDTFA. The application can 
be completed online, by mail, or in person at a CDTFA office. 

To apply for a seller's permit, the dealer will need to provide information about their business, such as 
the business name, address, type of ownership, and tax identification number. They will also need to 
provide information about the types of products they will be selling and how they will be conducting 
sales, such as at a physical location or through online sales. 

Once the application is submitted, the CDTFA will review it and may request additional information if 
needed. If the application is approved, the CDTFA will issue a seller's permit to the dealer, which allows 
them to legally sell and collect sales tax on their products in California. 

You can visit cdtfa.ca.gov for more information. 

How to Calculate Sales Tax 

In California, the sales tax on a used car is calculated based on the following: 

 The selling price of the vehicle including any addons that the dealer included at the time of the 
sale. 

 The smog fee 
 The documentation fee 

The current sales tax rate in California is 7.25%, but the actual tax rate will vary slightly depending on the 
city and county where the sale takes place. Sales tax is calculated based on the California zip code that 
the customer is purchasing from. If a customer is registering the vehicle out of state, the sales tax is 
calculated based on where the dealership is located. 

To calculate the sales tax, the dealer multiplies the selling price of the vehicle by the current tax rate. For 
example, if the selling price of a used car is $10,000, the sales tax would be $725 (10,000 x 0.0725 = 725). 



 
 

Special Circumstances Collecting Sales Tax 

Car dealers in California need to be aware of several special circumstances regarding sales tax: 

 Trade-in allowance: When a buyer trades in a vehicle, the value of the trade-in can be applied 
toward the purchase price of the new vehicle, and sales tax is only due on the difference. 

 
 Nonresident military personnel: If a nonresident member of the military stationed in California 

buys a car, they may be exempt from paying California sales tax. However, they must provide 
proof of their military status and provide documentation showing that the vehicle will be 
registered in another state. 

 
 Out-of-state buyers: If an out-of-state buyer purchases a car in California and takes delivery of 

the vehicle outside of California, they are not required to pay California sales tax. 

 California residents buying out-of-state: If a California resident purchases a car from an 
out-of-state dealer and takes delivery of the vehicle in California, they are required to pay 
California use tax, which is calculated based on the purchase price of the vehicle. 

 
 Gift transfers: If a car is given as a gift, the recipient may be exempt from paying sales tax if 

certain conditions are met, such as if the vehicle is transferred between family members. 
 

 Lease buyouts: If a lessee decides to purchase the vehicle that they were leasing, they may be 
required to pay sales tax on the purchase price, depending on the terms of the lease agreement. 

 
It is important for car dealers in California to be aware of these special circumstances and to ensure that 
sales tax is collected and remitted appropriately. 
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Division 12 Safety Inspection 

Division 12 safety outlines various vehicle safety regulations that car dealers must comply with when 
selling cars in California. Here are some of the key safety requirements: 

1. Lights: All vehicles sold by dealers in California must be equipped with appropriate headlights, 
taillights, brake lights, and turn signals. These lights must be in good working order and meet 
state safety standards. 

2. Brakes: All vehicles must have a braking system that is in good working order and meets state 
safety standards. The braking system must be capable of bringing the vehicle to a stop within a 
reasonable distance. 

3. Tires: All vehicles must be equipped with tires that are in good condition and meet state safety 
standards. The tires must have sufficient tread depth and be free from cuts, punctures, or other 
damage that could affect their performance. 

4. Windshield and mirrors: All vehicles must have a windshield that is in good condition and free 
from cracks or other damage that could impair visibility. Vehicles must also have functioning 
mirrors that provide a clear view of the road behind the vehicle. 

5. Seat belts: All vehicles sold by dealers in California must be equipped with functioning seat belts 
that meet state safety standards. The seat belts must be in good working order and free from 
damage. 

6. Airbags: All vehicles must be equipped with functioning airbags that meet state safety standards. 
The airbags must be in good working order and free from damage. 

Dealers must also comply with other safety regulations outlined in the California Vehicle Code, such as 
those related to emissions control and vehicle registration. It is important for dealers to take these safety 
requirements seriously and ensure that all vehicles they sell meet state safety standards. Failure to do so 
can result in legal liability and damages for the dealer, as well as potentially criminal penalties. 

This means that anything that would be considered a safety item on a vehicle must be in good working 
condition at the time of sale. One best practice is making sure that when a vehicle is purchased, that the 
vehicle either runs through the shop on site at the dealership or runs through an independent third-
party repair shop that is licensed by the bar. This will ensure that there is an impartial, second pair of 
eyes on the vehicle to ensure that all the safety items are in good working order. 

One of the biggest safety items that are sited in most potential law suits that dealers are involved with is 
unannounced frame or structural damage. This can be done by a mechanical shop or a body shop that 
has been trained in properly identifying frame or structural damage. Part of the problem is that frame or 
structural damage is subjective when it comes to what is considered damage on the wholesale and retail 
market. 



 
 

Most dealers in the wholesale market forgive certain items on wholesale front, such as a rear body panel 
being replaced. This would be according to NAAA guidelines that most physical auction houses go off, 
however, in a retail environment a rear body panel is considered structural damage because it is a 
physical welded component that is a part of the frame. That is why there are some reports that are 
designed to take the mystery out of the history when it comes to the inspection of vehicles. It’s a report 
called a True 360 report. Although it doesn’t cover all the potential structural issues on a vehicle such as 
underbody, mechanical or the interior of the vehicle, it is one of the most comprehensive ways to 
identify prior repairs and any existing damage to the exterior of the vehicle to provide a structural 
inspection. This is also an important blueprint of items that need to be covered in the inspection process 
such as: 

 Bumpers 
 Hood 
 Doors 
 Cosmetic Rockers 
 Cab Corners 
 Quarter Panels 
 Bedsides 
 Roof 

 Roof Rails 
 Deck lids/ Tailgates 
 Cladding/ Mirror Housing 

This is a tangible report that you can give your customers in addition to a safety inspection form that will 
be given to you by the mechanic or body shop of your choice. The more detailed you can be about your 
inspection process with your vehicles, the better off the daily operations of your dealership can be. This 
helps build consumer confidence in your dealership, but it also establishes operational procedures that 
occur on the vehicles that are offered for sale at your dealership. 

What is considered Division 12 safety equipment? 

According to CVC 24007: 

“No dealer or person holding a retail seller’s permit shall sell a new or used vehicle that is not in 
compliance with this code and departmental regulations adopted pursuant to this code, 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.” 

 

This is including, but not limited to: 

 Odometers 

 Horns 

 Windows, Windshields, and 

their components 
o Windshield wipers 
o Aftermarket tint 

 Mirrors 

 Airbags 

 

 Internal and external structural 

components 

 Muffler and Exhaust system 

 Lighting 

 Tires, shocks, and brakes 

 Smog inspection/Certification 

 Heater/Defroster



 
 

 
The short answer is anything that could be considered a functional item on a vehicle that should be in 
good working order at the time of sale can be considered Division 12 safety. In no way, shape or form can 
a dealer sell a vehicle that is not in compliance with Division 12 safety unless it’s for wholesale or is being 
sold to a dismantler. 

Public Auctions and listing problems without addressing them 

Division 12 safety specifically states that public auctions cannot sell a vehicle at a public auction that is 
not in compliance with this code. 

Retail dealers may not sell any vehicle to the public that has safety issues that have not been addressed. 
Regardless of if they are listed on the Buyers Guide, disclosed to the customer or any form of attempts 
of waiving liabilities. The California Vehicle Code clearly states that the dealers know, or should know, 
about the condition of any of the vehicles that are offered for sale at their dealership.



 
 

Odometers 

In California, car dealers are required to comply with federal and state laws regarding odometers. The 
main federal law that governs odometer requirements is the Motor Vehicle Information and Cost Savings 
Act, also known as the Odometer Disclosure Act. California also has specific laws that regulate odometer 
disclosures, which are outlined in the California Vehicle Code. 

Under federal law, car dealers must provide a written odometer disclosure statement to the buyer of any 
vehicle that is less than 10 years old. This statement must include the vehicle's odometer reading at the 
time of sale, as well as any known history of the odometer being rolled back or otherwise tampered 
with. The seller must also certify that the odometer reading is accurate to the best of their knowledge. 

Although it isn’t required to disclose the odometer reading if the vehicle is older than the first 10 model 
years, the information is readily available through vehicle history reports and by running a KSR. It is best 
practice to disclose all information when it is known about the vehicle. 

The odometer is recorded on either the title or on a REG 262 form to show the changes of the 
odometer as the vehicle is operated on the highway. 

If a vehicle has exceeded the mechanical limits, the title must be marked TMU or True Mileage 
Unknown. 

If an odometer stops working, the vehicle needs to be taken to a licensed repair shop and either fixed to 
reflect the current mileage being read from the vehicles computer or if the mileage cannot be 
reestablished from the computer then a new cluster will need to be installed, set to 0 and a sticker then 
needs to be indicated on the door jamb when the vehicle was serviced and that the true mileage on the 
vehicle is now unknown. 

It is important to look at as many vehicle history reports as possible when reviewing the prior history of 
a vehicle and to help gain insight on any potential issues regarding the vehicle. Often on vehicle history 
reports, there will be a notation of possible odometer discrepancies that will either need to be cleared 
up with the service center or DMV that reported the adjustments. Either that, or the customer will need 
to be notified that there is a possible odometer discrepancy at the time of selling the vehicle. 

If the vehicle has been repossessed, it is required to be disclosed that the odometer is true and correct 
to the best of their knowledge. 
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Smog Requirements For Car Dealers 

California car dealers must comply with certain smog requirements when selling vehicles in the state. 
The requirements are enforced by the California Department of Motor Vehicles (DMV) and the California 
Air Resources Board (CARB). 

Some of the key smog requirements for California car dealers include: 

1. Smog inspections: In most cases, dealers are required to have vehicles undergo a smog 
inspection prior to selling them. The smog inspection must be conducted at a licensed smog 
station and the vehicle must pass the inspection before it can be sold. 

2. Smog certificates: If a vehicle passes a smog inspection, the dealer must obtain a smog 
certificate from the smog station. The smog certificate must be provided to the buyer at the time 
of sale. 

3. Smog exemptions: Some vehicles are exempt from smog requirements in California. 

1.  Vehicles that are four model years old or newer are generally exempt from smog 
inspections as long as they are California vehicles. 

1. If a vehicle is being brought into California, 1976 and newer, it must be smogged 
upon initial registration. 

2. Additionally, certain types of vehicles: 

 Electric vehicles 

 Natural gas vehicles of a certain weight 

 Powersports 

4. Smog testing fees: Dealers may charge customers for the cost of a smog inspection and 
certificate, but the fee cannot exceed the amount charged by the licensed smog station. As of 
2021, the maximum smog inspection fee that a licensed smog station can charge is $50. 

It is important for California car dealers to comply with smog requirements to avoid legal liability and 
ensure that vehicles are safe and environmentally friendly. Dealers should be aware of the specific smog 
requirements for the vehicles they sell, as well as any exemptions that may apply. 

When a vehicle is smogged in California and it stays in the dealer’s inventory, the smog certification is 
good for two years. It is also important to understand a vehicle does not have to pass smog to be sold in 
a wholesale transaction, however if a vehicle doesn’t pass smog, it will not be able to get top dollar at a 
wholesale marketplace. 



 
 

Administrative Service Fees 

Administrative Service Fees or ASF’s are penalties that car dealers may incur in California who do not do 
their job correctly or in the allotted amount of time. Examples of this would be: 

 Failure to post fees within a 30-day time period of the sale of a used vehicle. 
 Failure to clear an application (ensuring both money and paperwork) are to the DMV within a 

50-day time period as well. 

The DMV will issue the dealership an invoice if ASF fees are due and the dealer will be responsible for 
paying the invoice within a 30-day time period. 

Pro Tip: 

Retain a copy of your invoice and payment method and make sure to keep it on file in the event that the 
DMV misplaces it. 

If the invoice isn’t paid in a timely manner, the DMV can put a claim against your bond that will need to 
be resolved before the dealer can continue to conduct business. 

Dealer Plates 

In California, dealer plates are special license plates issued to car dealerships by the California 
Department of Motor Vehicles (DMV). These plates are used for testing and demonstrating vehicles, 
transporting vehicles to and from auction or repair facilities, and for general dealership operations. 

The following are some key facts about dealer plates in California: 

 Only authorized employees of a licensed car dealership can operate a vehicle with dealer plates. 
 It is important to note that anyone outside of the ownership structure may only 

operate a dealer plated vehicle while conducting business. 
 If the owner is using a dealer plate, the owner can drive anytime, anywhere, for whatever 

reason. 
 Vehicles with dealer plates are exempt from registration fees and are not required to display 

registration stickers. 

To obtain dealer plates in California, a car dealership must first obtain a Dealer License from the DMV. 
Once the dealership is licensed, it can apply for dealer plates by applying and paying the required fees. 

The cost of dealer plates in California varies depending on the type of plate and the length of time for 
which it is issued. As of 2023, the fees for a single set of standard dealer plates are: 

 $92 for each passenger vehicle dealer plate 
 $94 for each motorcycle dealer plate 

o Important to note that this does not include the county fees depending on where the 
dealership is located. 

It's important to note that dealer plates are not intended for personal use and using them for 
non-business purposes can result in fines and other penalties. Car dealerships must keep accurate 
records of all vehicles using dealer plates and ensure that the plates are used in compliance with all 
applicable laws and regulations. 

Always remember that a dealer plate must be firmly attached to the back of the vehicle. 



Chapter 9

Advertising, Common Dealership Mistakes and Salesperson Licensing



 
 

Advertising 

In California, used car dealerships are subject to specific rules and regulations when it comes to 
advertising. The following are some key rules that used car dealerships must follow when advertising in 
California: 

1. Truth in Advertising: Dealers must ensure that their advertising is truthful and not misleading. 
Any claims made in the advertising must be substantiated and must not deceive or mislead 
potential buyers. 

2. Disclosures: Dealers must make certain disclosures in their advertising, including the vehicle's 
year, make, model, and VIN, as well as the price and any applicable fees or charges. If the vehicle 
has previously been used as a rental or a taxi, this must be disclosed as well. 

3. Terms and Conditions: Dealers must include any relevant terms and conditions in their 
advertising, including any financing or lease terms, warranties, or return policies. 

4. Fees and Charges: Any fees or charges associated with the sale of the vehicle must be clearly 
disclosed in the advertisement. 

5. License Number: All advertising must include the dealer's license number, as issued by the 
California Department of Motor Vehicles. 

6. Prohibited Practices: Certain advertising practices are prohibited, including using false, 
deceptive, or misleading advertising, advertising vehicles for sale without disclosing that they are 
not available for immediate delivery, and advertising prices or terms that are not available to all 
customers. 

7. Electronic Advertising: When advertising online or through other electronic means, dealers must 
comply with additional rules and regulations, including providing clear and conspicuous 
disclosures and obtaining the consumer's express consent before contacting them via email or 
text message. 

Failure to comply with these rules and regulations can result in fines, penalties, and even the suspension 
or revocation of the dealership's license. 

 
Advertising at a used car dealership is vital to the success of the dealership. Especially since most smaller 
dealerships are not on major streets that have a bunch of traffic. All media methods are forms of 
advertising. It is important to ensure that in all advertising has the proper disclosures: 

 Name of the dealership 
 The address of the dealership 
 Which vehicle is for sale including: 

o Year 
o Make 
o Model 
o Vin 



 
 

The main reason to ensure that each advertisement has a specific vin number associated with it is to 
substantiate that each vehicle has its own unique identifier. 

All terms of the sale must be specified in the ad as well. 

IMPORTANT – Do not specify that a vehicle is “certified” unless it has gone through a rigorous inspection 
process and does not have any of the following stipulations: 

 The odometer has not been altered, changed, or modified in any way. 
 The vehicle is free of recalls 
 There are no title brands on the vehicle 
 There have been no structural alterations or frame damage on the vehicle. 
 The vehicle cannot be sold as is 

In general, unless you are a franchise store, it is a recommended practice to avoid the term “certified” in 
any way, shape, or form unless there is a detailed outline of what the used dealer is going to clarify as a 
certified vehicle. 

A gift or giveaway cannot be conducive to a sale. Any promotional items must be extended to all guests, 
regardless of whether they end up purchasing a vehicle. 

The advertising price of a vehicle must be honored, even if the customer has agreed to a higher price 
and has no knowledge of the advertised sales price. This is an area that many dealerships get in trouble 
with on a regular basis. 

Recommended Areas to Start With Advertising 

DMS software- DMS software, or Dealer Management Software, allows the dealership to help bring their 
brand and vehicles to the market in a way that customers can interact with on a regular basis. It is 
important to select a DMS software that also helps with the marketing needs of the dealership as well. 

One of the best, low-cost ways of getting the dealership’s initial brand out to the public is making sure 
that you have a good website. A website is the number one way that customers are going to be able to 
find your inventory and interact with your business. There are some very specific things that you need to 
make sure your website accomplishes: 

 Make your website mobile compliant- The programming of your website needs to be able to 
cleanly interact with all devices that your customers are looking for inventory such as phones, 
tablets, computers etc. 

 Website privacy policy – CA Civ. Code 1798.102 Indicates that California customers of any 
website have the means to control the information that is shared and sold. This includes, but is 
not limited to, California dealership websites. 

Building a Better Website 

As a business owner, you will hear a lot of information about SEO and marketing companies advertising 
that they can increase your Google ranking. SEO or Search Engine Optimization can be a great way to 
help increase the amount of traffic to your website, but it is something that takes time and good, organic 
content. Since many dealers don’t want to take the time to do this, focusing on local SEO can be far more 
beneficial for more immediate returns. 



 
 

Google Business Profile 

Formally Google my Business, has led the way for a long period of time and is vital to the success of your 
online presence for customers to help find you. The great thing about it is it’s free as well, all it takes is 
your time. It is important that when you create a listing that all the information on your Google Business 
Profile is the same across all listings on the internet. Also, a key to success will be adding as much 
content including pictures, videos etc. that can help enhance the Google profile as well. 

Facebook Business Page 

Facebook and Google are interchangeable for a lot of local marketing campaigns. Making sure that all 
the information on Facebook matches what you have listed on all the local directory listings. 

Important test reminder: 

Remember as a general practice for all dealerships, a listing or means of advertising needs to be 
removed from any advertising medium within 48 hours of selling the vehicle. 

 
There are several effective ways for used car dealerships in California to advertise their vehicles 
electronically. Here are some of the preferred methods: 

1. Online Classifieds: Popular online classifieds sites such as Craigslist, Autotrader, and Cars.com 
allow dealers to post listings of their inventory for free or for a fee. These sites often have a wide 
reach and can attract many potential buyers. 

2. Social Media: Used car dealerships can also use social media platforms like Facebook, Twitter, 
and Instagram to promote their inventory. By posting pictures and descriptions of their vehicles 
and using relevant hashtags, dealers can reach a large audience of potential buyers. 

3. Dealer Websites: A well-designed and informative dealer website can be an effective tool for 
promoting inventory. Websites can include detailed information about each vehicle, including 
photos, specifications, and pricing, as well as information about the dealership's location, hours, 
and services. 

4. Email Marketing: Dealerships can use email marketing campaigns to reach out to potential 
buyers with targeted promotions and special offers. By collecting email addresses from 
interested buyers, dealers can build a list of qualified leads and nurture those relationships over 
time. 

5. Online Marketplaces: Platforms like CarGurus and Carvana provide a digital marketplace for 
dealerships to sell their vehicles online. These sites often offer tools and resources to help 
dealerships manage their inventory, pricing, and promotions more effectively. 

By using these electronic advertising methods, used car dealerships in California can reach a wider 
audience of potential buyers and increase their chances of making a sale. 



 
 

Common Dealer Issues 

Here is a detailed list of some unlawful car dealer activities in California: 

1. Failure to disclose material information about the vehicle: California law requires car dealerships 
to disclose certain information about the vehicles they sell, such as previous accidents, repairs, 
or other damage. Failing to disclose this information can be considered fraud. 

2. Advertising violations: Car dealerships must comply with advertising laws in California. This 
includes disclosing the total price of the vehicle, any additional fees, and any conditions or 
limitations on the sale. 

3. Unlicensed sales activities: It is illegal for anyone who is not a licensed salesperson to conduct 
sales activities on behalf of a car dealership. 

4. Title fraud: Car dealerships must be honest about the vehicle's title history and cannot engage in 
title fraud, such as "title washing" or "salvage fraud." 

5. Odometer fraud: Car dealerships cannot tamper with or roll back the odometer of a vehicle to 
make it appear to have fewer miles. 

6. Unlawful finance and insurance practices: Car dealerships cannot engage in unlawful practices 
related to financing or insurance, such as charging excessive interest rates, misrepresenting the 
terms of a loan or lease, or selling unnecessary insurance products. 

7. Unlawful repossessions: Car dealerships cannot engage in unlawful repossession practices, such 
as taking a vehicle without providing proper notice or without a court order. 

8. Discrimination: Car dealerships cannot engage in discriminatory practices based on race, 
ethnicity, gender, or other protected characteristics. 

These are just a few examples of unlawful car dealer activities in California. If you believe you have been 
a victim of illegal car dealership practices, you can file a complaint with the California Department of 
Motor Vehicles or seek legal advice from an attorney. 

Selling vehicles from an unlicensed location is a serious offense in California and can result in penalties 
for both the dealer and the individuals involved. The specific penalties will depend on the circumstances 
of the case, but they may include fines, license suspension or revocation, and even criminal charges. 

If a car dealer allows someone else to use their license, they may be subject to penalties as well. 
Allowing an unlicensed individual to conduct sales activities on behalf of the dealership is a violation of 
California law and can result in fines, license suspension or revocation, and criminal charges. 

In addition to these penalties, both actions can also harm the dealer's reputation and result in a loss of 
business. It is important for car dealerships in California to comply with all licensing and regulatory 
requirements to avoid these potential consequences. 

 
 

 



 
 

Stolen Vehicles 

Here are some helpful tips to prevent buying a stolen vehicle: 

1. Check the Vehicle History Report: A vehicle history report can provide important information 
about the car, including any previous accidents or ownership changes. If the report shows that 
the vehicle has a salvage title, it could be a sign that it was stolen at some point. 

2. Verify the Vehicle Identification Number (VIN): The VIN is a unique identifier for each vehicle, 
and checking it can help ensure that the car is not stolen. You can use online VIN check services 
to verify the number against government databases and other records. 

3. Ask for Proof of Ownership: When buying a car from a private seller, ask to see the title or 
registration documents to ensure that they are the rightful owner. If the seller can't provide this 
information, it could be a red flag that the vehicle is stolen. 

4. Check the License Plates: Make sure the license plates on the vehicle match the registration 
documents and that they haven't been altered or tampered with. If the plates don't match, it 
could be a sign that the car has been stolen. 

5. Be Cautious of Deals that are Too Good to Be True: If a deal seems too good to be true, it 
probably is. Be cautious of sellers who are offering a vehicle at a significantly lower price than 
other similar vehicles on the market. 

6. Trust Your Instincts: If something doesn't feel right about the transaction, trust your instincts and 
walk away. It's better to be safe than sorry when it comes to buying a potentially stolen vehicle. 

By following these tips, you can help protect yourself from buying a stolen vehicle and ensure that you 
are getting a legitimate and legal car. 

Pro Tip: 

If you can, run a KSR to verify the legal owner, outstanding fees due on the vehicle or if there is already 
some kind of registration process that has already been started. Also, keep a watchful eye for a REG 227, 
which is an application for a duplicate title. 

 
 
 
 
 
 
 
 
 
 
 
 

 

 
 



Salesperson License 

In California, an OL 16S is a form that is used to apply for a Salesperson License. It is a form that must be 
completed and submitted to the California Department of Motor Vehicles (DMV) by anyone who wishes 
to become a licensed salesperson for a car dealership in California. The OL 16S form requires personal 
and contact information, as well as employment history, education, and criminal history. 

The OL 16S is helpful for salespeople in California because it is a necessary step to obtain a salesperson 
license. Without a license, salespeople cannot legally conduct sales activities on behalf of a car 
dealership. A salesperson license can help increase a salesperson's credibility and trustworthiness with 
customers, as it indicates that they have met certain requirements and standards set by the state. 

An OL 16A is a form that dealers use for existing salespeople to notify the DMV of a change of 
employment involving either hiring or firing. 

It is important to note that all these items are now handled electronically via DMV and the forms have 
been converted to questions through the online DMV portal. 

Keep in mind that a salesperson will also have to complete a DMV 8016 form to complete their 
background check as well. 

Unlicensed Salespeople 

"Bird dog fees" typically refer to payments made to unlicensed individuals who refer customers to a car 
dealership. These individuals may be friends, family members, or acquaintances of the dealer, and they 
are not licensed salespeople. Bird dogs are not authorized to conduct sales or negotiate deals on behalf 
of the dealership, and they cannot earn a commission or fee for bringing in new business. 

In California, an unlicensed salesperson is someone who works for a car dealership in a sales capacity but 
does not hold a valid salesperson's license. Unlicensed salespeople are not authorized to conduct sales 
or negotiate deals on behalf of the dealership, and they cannot earn a commission or fee for their sales 
activities. 

It is illegal in California for an unlicensed individual to engage in sales activities on behalf of a car 
dealership. Only licensed salespeople can legally conduct sales and negotiate deals. 
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Vehicle History Information 

Possible Title Brands 

The specific title brands that a vehicle could have may vary depending on the state or country where it is 
registered, as well as the specific circumstances of the vehicle's history. However, here is a list of some of 
the most common title brands that a vehicle could have: 

1. Salvage 

2. Rebuilt 

3. Lemon Law Buyback 

4. Flood Damage 

5. Non-repairable 

6. Junk 

7. Hail Damage 

8. Prior Taxi 

9. Prior Police 

10. Prior Government 

11. Prior Rental 

12. Prior Fleet 

13. Not Actual Mileage 

14. Repossessed 

15. Stolen 

16. Grey Market 

17. Reconstructed 

18. Replica 

19. Bonded 

20. Total Loss 

It's important to note that some of these title brands may have different names or variations depending 
on the state or country, and there may be other less common title brands that are not included in this 
list. It's always a good idea to research the specific title brands in your area before purchasing a used 
vehicle. 

Here is a more detailed description of some of the most common ones out in the field: 



 
 

Salvage, Junk, Total Loss and Rebuilt Title 

Vehicles with salvage, junk, or rebuilt titles are typically those that have been significantly damaged or 
declared a total loss by an insurance company but have been repaired or rebuilt to be drivable again. The 
types of vehicles that may have these titles can vary widely, but they may include: 

1. Cars 

2. Trucks 

3. SUVs 

4. Motorcycles 

5. Boats 

6. RVs 

7. Commercial vehicles 

Salvage, junk, and rebuilt title vehicles are typically sold at auction, through private sellers, or at 
specialized dealerships that specialize in selling these types of vehicles. 

When selling a salvage, junk, or rebuilt title vehicle, the seller is typically required to disclose the nature 
of the title to the buyer. This may include a written statement or disclosure form that outlines the history 
of the vehicle, the type of damage it sustained, and any repairs that were made to make it drivable 
again. The specific disclosure requirements may vary depending on the state or country where the 
vehicle is being sold, so it's important to research the specific laws and regulations in your area. 

In general, buyers should exercise caution when purchasing a salvage, junk, or rebuilt title vehicle, as 
these vehicles may have hidden damage or other issues that can affect their safety and performance. It's 
important to thoroughly inspect the vehicle and obtain a vehicle history report before making a 
purchase. 

Prior Rental and Fleet Vehicles 

In California, dealers are required by law to disclose if a vehicle was previously used as a rental vehicle to 
potential buyers. The disclosure must be made in writing and provided to the buyer before the sale of 
the vehicle. 

A prior rental vehicle is a vehicle that was previously owned and operated by a rental car company, such 
as Hertz or Enterprise. Rental car companies typically sell their used vehicles after a certain amount of 
time or mileage has been reached, and these vehicles may end up on the used car market. 

When buying a used vehicle that has a prior rental history, customers should be cautious of several 
things, including: 

1. Wear and tear: Rental cars are often subject to a lot of wear and tear, as they are frequently 
driven by different people with varying driving styles. This can result in more rapid wear and tear 
on the vehicle's components, such as the brakes and tires. 

2. Maintenance: Rental cars may not have received the same level of maintenance and care as a 
privately owned vehicle, which can lead to mechanical issues and other problems. 



 
 

3. Accident history: Rental cars are often involved in accidents, which can affect their safety and 
performance. Buyers should obtain a vehicle history report to check for any accidents or damage 
that may have occurred. 

4. Value: Rental cars generally have lower resale value than comparable privately owned vehicles, 
so buyers should be cautious of paying too much for a vehicle that has been used as a rental. 

5. Warranty: Some manufacturers may not provide the same level of warranty coverage for 
vehicles that have been used as rentals, so buyers should check the manufacturer's warranty 
policy before making a purchase. 

In general, buyers of used vehicles with a prior rental history should take extra care to inspect the vehicle 
thoroughly, obtain a vehicle history report, and consider having the vehicle inspected by a mechanic 
before making a purchase. 

Lemon Law Buy Back 

A lemon law buyback vehicle is a vehicle that has been bought back by the manufacturer from the 
original owner under the state's lemon law. The lemon law is a consumer protection law that requires 
manufacturers to replace or repurchase vehicles that have significant defects that cannot be repaired 
after a reasonable number of attempts. Lemon law buyback vehicles are typically those that were found 
to have significant defects that could not be fixed, and the manufacturer repurchased the vehicle from 
the owner. 

In California, dealers are required to provide written disclosure to potential buyers if a vehicle has been 
bought back by the manufacturer under the state's lemon law. The disclosure must include the nature of 
the defect that led to the buyback, as well as any repairs that were made to the vehicle. 

When purchasing a used vehicle that has a lemon law buyback history, buyers should be cautious of 
several things, including: 

1. Potential for recurring issues: Lemon law buyback vehicles may have recurring issues that cannot 
be fixed, which can result in continued mechanical problems and a potentially unsafe vehicle. 

2. Resale value: Lemon law buyback vehicles may have lower resale value than comparable 
vehicles, due to their history of significant defects. 

3. Warranty: Lemon law buyback vehicles may have limited warranty coverage, as manufacturers 
may only provide a limited warranty for vehicles that have been bought back under the lemon 
law. 

4. Difficulty obtaining financing: Some lenders may be reluctant to finance a lemon law buyback 
vehicle, which can make it more difficult for buyers to obtain financing. 

In general, buyers of used vehicles with a lemon law buyback history should take extra care to inspect 
the vehicle thoroughly, obtain a vehicle history report, and consider having the vehicle inspected by a 
mechanic before making a purchase. Buyers should also consider the potential for recurring issues and 
the impact on the vehicle's resale value before making a purchase decision. 



 
 

Flood & Hail Damage Vehicles 

A flood-damaged vehicle is a vehicle that has been damaged by water, typically because of a natural 
disaster such as a flood or hurricane. A hail-damaged vehicle is a vehicle that has been damaged by hail, 
typically because of a severe thunderstorm. Both types of damage can have significant effects on the 
vehicle's mechanical components and overall condition. 

When purchasing a used vehicle from a dealer, it's important for customers to be aware of the possibility 
of flood or hail damage. Flood or hail damage can cause corrosion, electrical problems, and other issues 
that can affect the vehicle's safety and reliability. These issues may not be immediately apparent, but can 
show up later and cause expensive repairs or even make the vehicle unsafe to drive. 

Some unscrupulous dealers may attempt to sell flood or hail damaged vehicles without disclosing the 
damage to potential buyers. This is illegal in many states and can put buyers at risk of purchasing a 
damaged vehicle that may have hidden problems. 

Buyers should take steps to protect themselves when purchasing a used vehicle, including obtaining a 
vehicle history report to check for flood or hail damage, thoroughly inspecting the vehicle for signs of 
damage or corrosion, and having the vehicle inspected by a mechanic before making a purchase. Buyers 
should also be wary of deals that seem too good to be true, as flood or hail damaged vehicles may be 
sold at a lower price to try to offload the damaged vehicle quickly. Overall, it's important for buyers to be 
aware of the risks associated with flood or hail damaged vehicles and take steps to protect themselves 
before making a purchase. 

Prior Taxi, Police and Government Vehicles 

A prior taxi vehicle is a vehicle that was previously used as a taxicab. A prior police vehicle is a vehicle 
that was previously used by a law enforcement agency. A prior government vehicle is a vehicle that was 
previously used by a government agency, such as a city or state department. 

In California, dealers are required to disclose to potential buyers if a vehicle has been previously used as 
a taxicab, police vehicle, or government vehicle. This is because these types of vehicles may have higher 
mileage and may have been subjected to more wear and tear than a typical personal use vehicle. They 
may also have been driven in harsher conditions, such as high-speed pursuits or heavy stop-and-go 
traffic, which can result in accelerated wear on the vehicle's mechanical components. 

Disclosing this information to potential buyers is important so that they can make an informed decision 
about whether to purchase the vehicle or not. Buyers should be aware that prior taxi, police, or 
government vehicles may have different maintenance requirements and may have been subject to more 
abuse or neglect than a typical personal use vehicle. They may also have been modified for their 
previous use, such as having heavy-duty suspension or specialized equipment, which can affect the 
vehicle's performance or handling. 

Overall, buyers should take extra care when purchasing a prior taxi, police, or government vehicle, 
including thoroughly inspecting the vehicle for signs of wear or damage and considering any potential 
maintenance or repair costs associated with the vehicle's prior use. By being aware of the vehicle's 
history and condition, buyers can make an informed decision about whether or not the vehicle is the 
right choice for them. 



 
 

Items Needed to Transfer a Title 

In California, when a car dealer sells a used vehicle to a customer, there are several forms that need to 
be completed to transfer ownership and register the vehicle. These forms include: 

1. Report of Sale: When selling a used vehicle, a REG 51 will be necessary to complete. 

2. Vehicle Transfer and Reassignment Form (REG 262): This form is used to transfer ownership of 
the vehicle from the dealer to the customer. The dealer will need to complete the "Dealer 
Reassignment" section and the customer will need to complete the "New Registered Owner" 
section. A REG 262 can also act as a limited power of attorney and an odometer statement as 
well. 

3. Application for Title or Registration (REG 343): This form is used to apply for a new title and 
registration for the vehicle. The customer will need to complete this form and submit it to the 
California Department of Motor Vehicles (DMV). 

4. Smog Check Certificate (if applicable): If the vehicle is more than four years old, it will need to 
pass a smog check before it can be registered. The dealer should provide the customer with a 
valid smog check certificate. 

Once these forms are completed, the customer will need to take them to the DMV, along with any 
applicable fees, to complete the transfer and registration process. 

Wholesale Transactions 

In California, a Wholesale Report of Sale is a document that records the sale of a used vehicle from one 
dealer to another dealer. This report is used to document the transfer of ownership of the vehicle and is 
required by the California Department of Motor Vehicles (DMV). 

A Wholesale Report of Sale is necessary because it allows the DMV to track the transfer of ownership of 
used vehicles between dealers. The report includes information such as the names and addresses of the 
buyer and seller, the date of the sale, the vehicle identification number (VIN), the make and model of the 
vehicle, and the purchase price. 

Dealers are required to submit a Wholesale Report of Sale to the DMV and the report must be 
completed accurately and signed by both the buyer and the seller. The DMV uses this information to 
maintain accurate records of vehicle ownership and to prevent fraud and other illegal activities related to 
the sale of used vehicles. 

There are two different types of wholesale reports of sale: 

 REG 396 – This is a wholesale report of sale between two dealers. 
 REG 398 – This is a wholesale report of sale between two dealers where a licensed auction 

facilitates the sale. 

The company we recommend for your wholesale transactions is Fairfax Imaging. Please take a moment 
to review these training videos so you can see how to prepare and utilize various reports of sale at your 
dealership. 

 


