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Lon V. Leneve, Compli President & CEO

Lon has over 25 years of financial, administrative and 
operational experience through his work in a variety of 
industries. Lon has held senior management positions at a 
variety of companies, including as President & COO of Copper 
Mountain Trust; CEO & President of Skylink
Telecommunications; and VP & Treasurer of Americold
Corporation. He began his career as a CPA with the accounting 
firm KPMG. 

Lon brings extensive experience in areas of compliance and 
risk management, corporate governance, employment 
practices, finance and general management oversight. Lon is a 
frequent speaker at various dealer industry conferences, 
including 20 Groups, CFO Bootcamps, compliance seminars 
and association events. He holds a B.S. degree from Oregon 
State University.
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Webinar General Information

Duration: Approx. 1 Hour

Have your email on hand which includes the log-in and 
call-in info should you be disconnected

How to Submit Questions:

- If you would like to ask a question at any time please 
utilize the Question box on the right side of your 
control panel

- We will address all of the questions at the end of the 
Webinar during the Q&A Session

You can also minimize your toolbar by clicking on the 
arrow icon

Having Trouble?

Screen: Close all Windows and Restart

Phone: Hang up and Call back

Technical Instructions
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Michael A. Benoit, Partner, Hudson Cook, LLP 

Michael A. Benoit is a partner in the Washington D.C. office of 

Hudson Cook, LLP. His practice focuses on a wide range of 

federal and state consumer financial services, laws and 

regulations, and the numerous compliance issues faced by auto 

dealer and finance companies.  

Mr. Benoit is a member of the firmõs Dealership Law Practice 

and Privacy and Security Law Practice Groups, and he 

participates on the DealerTrackCompliance Council.  Mr. Benoit 

is a regular speaker at industry events, and he publishes a 

monthly article in F&I Management and Technology Magazine.  

He is a contributor to numerous other industry publications.
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ÅFrom Whence it Came

ÅWhat is Risk-Based Pricing?

ÅPurpose of the Rule

ÅTechnical Requirements

ÅDealer Compliance ïThe Credit Score Disclosure Exception

ÅQuestions

Agenda
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Å2003 FACT Act Amendments 

ÅSection 311 mandated FTC and FRB to develop and issue a risk-

based pricing rule  

From Whence It Came
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ÅCreditors commonly set the price/ terms of credit offered to reflect 
the risk of nonpayment by the debtor  

ÅRisk is typically calculated based on consumer report information 
(including credit scores)

ÅLower risk debtors get better terms than higher risk debtors

What Is Risk-Based Pricing?
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ÅRBP occurs when:

ïYou use a consumer report with respect to an application for, 

or a grant, extension, or other provision of, credit to a 

consumer; and

ïYou offer credit on ñmaterial termsò that are ñmaterially less 

favorableò than the most favorable material terms available 

to a ñsubstantial proportionò of your credit customers

What Is Risk-Based Pricing?
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ÅMaterial terms:In closed-end auto finance, the APR

ÅMaterially less favorable:A consumerôs APR is materially less 

favorable when it is significantly greater than the APR offered to 

another consumer

ÅFactors relevant to determining the significance of a difference 

in APR include the term of the credit extension and the extent of 

the difference between the APR provided to the two consumers.

ÅSubstantial proportion: Not defined, but dealt with in the methods 

for determining who gets a RBP Notice

What Is Risk-Based Pricing?
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ÅIn auto finance, dealer customers with good credit histories are 
typically placed in lower risk tiers with more favorable buy rates than 
consumers with poor credit histories 

ÅIn most instances, the buy-rate tiers set by the bank or other 
financing source reflect ñrisk-based pricingò decisions  

What Is Risk-Based Pricing?
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ÅCongress wants consumers to be aware that a risk-based pricing 

decision could result in them receiving less favorable credit terms 

(higher cost transactions) than other consumers

Purpose Of The Rule
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ÅBeginning January 1, 2011, you must:

ÅProvide a RBP Notice to a customer who applies for financing 

if, based on a credit report or credit score, the contract APR for 

that customer is less favorable than the APR offered to a 

ñsubstantial proportionò of your customers, unless

ÅYou give all credit applicants a Credit Score Disclosure Notice

Technical Requirements
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ÅA consumer who:

Åhas applied for credit,

ÅOn whom you have obtained his/her credit report or credit 

score

ÅTo whom you do not give an adverse action notice, and 

ÅTo whom you have offered credit on materially less favorable 

terms (i.e., a higher APR) than a substantial proportion of your 

other consumer credit applicants.   

Technical Requirements:

Who Gets a RBP Notice?
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ÅThree Methods for Identifying RBP Notice Recipients:

ÅDirect Comparison

ÅCredit Score Proxy

ÅTiered Pricing 

Technical Requirements:

Who Gets a RBP Notice?
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ÅDirect Comparison Method

ÅCompare the APR provided to one consumer to the APR 
provided to your other customers receiving a similar financing 
product

ÅNew car and used car financing are two separate products, so only 
compare new car APRs to other new car APRs and used car APRs to 
other used car APRs

Technical Requirements:

Who Gets a RBP Notice?

Copyright 2010 Compli/CoreLogic Credco/Hudson Cook LLP. All Rights Reserved.



Copyright 2010 Compli. All Rights Reserved.

ÅDirect Comparison Method 

ÅAsk two questions

ÅIs this consumerôs APR higher than a ñsubstantial proportionò of my 
other deals for new or used cars?

ÅIf so, is this consumerôs APR ñmateriallyò higher than a substantial 
proportion of my other deals for new or used cars?

Technical Requirements:

Who Gets a RBP Notice?
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ÅDirect Comparison Method ðPractical Issues

ÅNo guidance in the rule on how to comply

ÅNo guidance on how to address APR mark-ups

ÅMust account for rate fluctuations, promotional rates, subvention, 
etc.

ÅNo guidance on what would be a material difference in APRs

ÅSignificant potential for error

Technical Requirements:

Who Gets a RBP Notice?
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ÅCredit Score Proxy Method

ÅLook at your financing customers over the prior two years and 
determine the credit score received by the 60th percentile

ÅThis means calculate the credit score at which 40 percent of 
customers have a higher credit score and 60 percent have a 
lower credit score

ÅGive the 60 percent of customers with credit scores below this 
cut-off score a RBP notice

Technical Requirements:

Who Gets a RBP Notice?
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ÅCredit Score Proxy Method ðPractical Issues

ÅMay look at all customers or a ñrepresentative sampleò

ÅNo guidance on how far back to look

ÅMust recalculate cut-off score every two years

ÅPotential for error

Technical Requirements:

Who Gets a RBP Notice?
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ÅTiered Pricing Method

ÅMay base RBP notice on the credit tier into which the customer 
falls
Å2-4 Tiers: RBP notices to all customers notin the top tier

Å5-7 Tiers: RBP notices to all customers notin the top two tiers

Å8-9 Tiers: RBP notices to all customers notin the top three tiers

Å10-12 Tiers: RBP notices to all customers notin the top four tiers 

Technical Requirements:

Who Gets a RBP Notice?
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ÅTiered Pricing Method ðPractical Issues

ÅDifficult to use when dealer participation consists of mark-up to 
the APR (i.e., higher rate not based on a consumer report)

ÅFinance sources generally set tiers ïwhose tiers do you use?

ÅLesser potential for error

Technical Requirements:

Who Gets a RBP Notice?
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ÅAn alternative compliance method

ÅAn exception to the RBP notice requirement

ÅNo need to determine which of your customers gets an RBP 
notice

ÅSimply give all consumer credit applicants the Credit Score 
Disclosure Notice

Dealer Compliance: 

The Credit Score Disclosure Exception
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ÅCredit Score Disclosure Notice contains:

ÅA required statement that describes a credit report;

ÅA required statement about how credit scores change;

ÅA required statement about the effect of a consumerôs credit score on the cost of, 

and access to, credit;

ÅThe consumerôs current credit score;

ÅThe range of possible credit scores under the model used to generate the credit 

score;

ÅA graph or statement indicating the distribution of credit scores among consumers 

scored under the same scoring model;

ÅThe date on which the credit score was created;

Dealer Compliance: 

The Credit Score Disclosure Exception
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ÅCredit Score Disclosure Notice contains:

ÅThe name of the credit bureau or other person that provided the credit score; 

ÅA required statement encouraging the consumer to verify the accuracy of 

his/her credit report and advising of the consumerôs right to dispute any 

inaccurate information in the report; 

ÅA required statement about getting free credit reports;

ÅContact information for the source of free credit reports (e.g., www.annualcredit 

report.com and the bureausô toll-free telephone numbers and addresses); and

ÅA required statement directing consumers to the web sites of the Federal 

Reserve Board and Federal Trade Commission to obtain more information about 

credit reports.

Dealer Compliance: 

The Credit Score Disclosure Exception
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ÅCredit Score Disclosure Notice must be:

ÅClear and conspicuous; 

ÅSegregated from other information provided to the consumer; 

and

ÅProvided to the consumer in writing and in a form that the 

consumer may keep.

Dealer Compliance: 

The Credit Score Disclosure Exception
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ÅYou must provide the Credit Score Disclosure Notice to 
the consumer:

Åas soon as possible after you obtain the consumerôs credit 

score, but in all cases at or before consummation of the 

installment sale transaction.

Dealer Compliance: 

The Credit Score Disclosure Exception
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ÅThe Credit Score Disclosure Notice  -A Best Practice for 
Dealers

ÅThe best solution for auto dealers

ÅLittle operational disruption

ÅLittle potential for error

Dealer Compliance: 

The Credit Score Disclosure Exception
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Lisa Rayburn, CoreLogicCredcoProduct Manager

Lisa Rayburn serves as Product Manager for CoreLogicCredco, 

where she manages credit, credit score and alternative credit 

data solutions for the Automotive and Mortgage divisions. She 

is a key resource in the development and management of the 

Consumer Credit Score Disclosure solutions.
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CSD Exception

CSD Exception

No Score Provided
May 2010

CSD Model Form
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ÅFollows requirements of model forms

ÅTabular format with appropriate white space.

ÅIdentifying information

ÅWhat new credit application is the disclosure tied to. 

ÅConsumer Score Comparison Option

ÅTextual statement for text format disclosures

ÅScore comparison chart for PDF format disclosures

ÅContact information for the credit bureau that provided the score 

ÅWho created the score? 

CoreLogicCredcoSolution
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ÅPrint two copies 

ÅOne to save and one for the consumer. 

ÅSignature lines 

ÅDocument that consumer received notice.

ÅDelivered as an Add-On to the CredcoCredit Report or Stand Alone

ÅText only format available through all major DMS applications

ÅñViewsò format available in DMS applications that support PDF Documents

ÅBoth available through www.credcoservices.com

CoreLogicCredcoFulfillment Options
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May 2010

Text Format ñViewsò Format

CoreLogicCredcoDisclosure Formats
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