
hough most auto dealerships scored an exemption from  
financial reform oversight, the likelihood of feeling the new law’s 
impact remains acute for F&I departments across the nation.

“I’m not sure at the end of the day how much difference [an 
exemption] will make,” says Thomas Hudson, chairman and 

partner at Hudson Cook LLP, a consumer finance law firm. “Every finance 
company will be subject to the rules — they will impose on dealers  
whatever rules [are imposed on them].”

Indeed, the Dodd-Frank Wall Street Reform and Consumer Protection Act 
signed into law by President Barack Obama on July 21 created a dealership 
carve-out through the Brownback Amendment — named for Sen. Sam 
Brownback (R, Kans.) — sending industry players into instant party mode. 
But that victory might only have superficial and fleeting benefits, insiders 

say. The trouble spot?  The yet-to-be-created Consumer Financial Protection 
Bureau, a federal agency housed in the Federal Reserve. Tasked with  
preventing another credit crisis, the CFPB will have rulemaking authority, 
and auto players worry its power will trickle down to dealers.

“I’ve been telling people we are entering the second battle here,” Hudson 
says, explaining that the new battleground centers on the CFPB’s rulemaking 
path. Financial reform will have “an enormous impact,” he adds.

But its effect will take time.

“The immediate impact is nothing,” says Hudson, adding that once the 
CFPB takes flight and begins to issue proposals for legislation, worries will 
abound for auto dealers. Consider financing of negative equity, an area that 
consumer advocates are lobbying against, says Hudson. If the CFPB wished 

LEGISLATION

THE TANGLED WEB
Even With Exemption, Dealers Will  
Likely Be Ensnared by the CFPB  

The Architects: President Obama with Sen. Chris 

Dodd, Rep. Barney Frank, and Sen. Dick Durban 

(top), Sen. Chris Dodd explains financial reform 

(center), Sen. Sam Brownback (bottom)

6

BY MARY WISNIEWSKI



to restrict that practice, it could limit the loan-to-value ratio a lender uses 
to finance a car. This would have a “dramatic impact” for dealers, notes 
Hudson. Other auto areas the CFPB could target with rulemaking include 
prohibiting sales tactics that it deems abusive and banning mandatory 
arbitration agreements, a tactic some dealers use as a defense against class 
actions, among other auto-related rulemaking efforts. 

“As it becomes more difficult for banks to approve more contracts because  
of more oversight, [the CFPB] will affect dealers,” says Jim Radogna, 
president of Rancho Santa Fe, Calif.-based Dealer Compliance Consultants 
Inc. “Independent or franchise, laws aren’t any different. If you finance a 
customer, you have got to follow the [rules].”

Like Hudson, Radogna believes a dealer exemption is more illusion than 
reality. Why? Simply put: “When a loan application was sent to the bank, in 
the past, it might have been taken at face value, but since it’s more closely 
regulated, [lenders] may ask for proof from virtually everybody,” he says. 

That could mean stipulation requirements won’t loosen up from  
recession times. 

“In the car business, if you could fog a mirror, [you] could get the money,” 
Radogna says. “It won’t open up to the degree that it was before the recession.”

WHAT’S GOING ON?
Despite the wide-reaching implications of the CFPB, confusion abounds.  
There’s been little time to follow Capitol Hill’s play-by-play when dealers’ 
Number One focus has been survival, notes Hudson. Plus, the propaganda 
surrounding the Brownback exemption made things more confusing for 
industry players. In other words: Despite scoring an exemption, dealers will 
feel the CFPB’s impact.  “Those restrictions will trickle down to the dealer,” 
Hudson says.

Part of the puzzlement of the new law’s impact may lie with its length, 
some 2,300 pages.

“It’s just like the healthcare bill — who knows what’s in it,” says Bob Bressi, 
president of Wooster, Ohio-based College Hills Honda.

Indeed, Bressi says the auto industry won’t know the new law’s true effects 
until two to four years from now. For the moment, “it’s like picking up a 
book you haven’t read,” he says, adding he expects banks will clue in their 
dealer partners about the CFPB’s repercussions as the government forces 
them to make changes. “Lenders will have more responsibility than  
dealerships,” he says. “If [they] have good practices, it’s fair to say every-
thing will be OK.”
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With that sentiment in mind, some industry professionals view financial 
reform as inconsequential to their bottom lines ultimately.

“I’ve been in this business going on 30 years,” says Marv Eleazer, finance 
director of Valdosta, Ga.-based Langdale Ford Co. “Dealers are like the  
Marine Corps — we adapt and overcome. We don’t cry, ‘The sky is falling’ 
and worry about a few regulations.”

Yet, there remains the very real possibility of more rules to come. Also 
buried in the financial reform’s tome is a gift from Congress to the Federal 
Trade Commission, which lets the agency streamline its rulemaking process 
regarding auto dealers who broker loans. 

Before the CFPB passed, it took the FTC a “really long time to write a rule 
— as long as 10 years — says Susan Weinstock, financial reform campaign 
director for the Consumer Federation of America. Now it’s “a much more 
streamlined process for writing rules,” she says. Plus, the CFA will certainly 
promote new regulations, like banning dealer reserve kickbacks, she adds.

ONGOING BATTLE
With nonprofit consumer groups like the CFA advocating for more  
industry regulation, there’s also the risk that auto dealers could lose their 
exemption, and join their Buy-Here-Pay-Here friends, a niche that the CFPB 
will directly oversee.

“Without a doubt, [the exemption] was a huge victory, and we still recognize 
it as such,” says Tim Jackson, president of the Colorado Automobile  
Dealers Association. “I don’t believe the issue is totally behind us.”

To help keep the outcome a win, Jackson, for one, will hold a series of  
meetings in Colorado to brief attendees on the CFPB’s ongoing risk.

“A continued exemption — that’s the battle,” Jackson says.
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Tammy Darvish, NADA board 

member and vice president of 

Darcars Automotive Group, was 

instrumental in arranging the 

exemption, popularly championing the 

cause and issues of dealers with an 

admired op-ed in the The Washington 

Post, actions which helped lead to 

the Brownback amendment.
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