
Beware of “Yo-Yo” Scams

In California, most car contracts give dealers  
10 days to cancel the contract if they can’t sell 
your loan to a bank at a rate that the dealer is ok 
with. Dealers sometimes use this to get you into a 
car you like and then change the terms to make it 
more expensive for you to keep the car. 

If the dealer calls you back and offers you a differ-
ent contract, you have the right to refuse to enter 
into a new deal and to receive your trade-in vehicle 
or down payment back. Don’t be afraid to restart 
the process or to look elsewhere for a car! It’s a 
lot less trouble than trying to fight the dealer after 
you’ve signed a bad contract.

 

“Buy Here Pay Here” Car Dealers

At a “Buy Here Pay Here” car dealer, you make  
loan payments directly to the dealer who sold  
you the car. These dealers:

•  Cannot require you to make payments in person.

•  Cannot include a GPS tracking system in the car 
without your permission.

•  Must tell you if they use “kill switches” to stop 
the car from operating.

•  Must provide a 30-day or 1,000-mile warranty 
with purchase or lease of a used vehicle.

 

 Resources for Buying a  
New or Used Car:

www.Kbb.com

www.Edmunds.com

www.carconsumers.org

California Car Buyer’s Bill of Rights:

www.dmv.ca.gov/pubs/billrights_top.htm

 
For Victims of Auto Fraud: 

Find an attorney in your area through the  

National Association of Consumer  

Advocates: www.naca.net

www.LawHelpCA.org

You can also report complaints to:

The Federal Trade Commission

The Consumer Financial Protection Bureau 

California Attorney General

Disclaimer
This brochure provides general information about 
purchasing a car. It is not legal advice. The informa-

tion is current through July 2013, but laws may 
change. If you have questions about a specific 

transaction, please contact an attorney.

Used Cars

Have an independent mechanic look at it before 
you buy. Most used cars are sold “as-is” and may 
only have a very limited warranty, usually for  
30 days/1,000 miles. Mechanical problems that  
occur after that warranty expires can be hard to 
fight against. Also, you should check to see  
whether the car has been in an accident at  
www.vehiclehistory.gov.
 
Ask the dealer for the vehicle history! CarFax  
doesn’t always tell the whole story; also ask for 
AutoCheck. For about $4–10 you can also enter the 
car’s Vehicle Identification Number (VIN) into www.
vehiclehistory.gov to get a complete history from 
the National Motor Vehicle Title Information System.
 
Ask the Dealer if the Car: 

•  Has ever been used as a rental car. Rentals  
generally are not treated well and may have  
hidden problems.

•  Has had all safety recall work done.

•  Has any marks on its title, such as “salvage,” 
“flood,” or “junk.” This may affect insurance  
compensation or repairs if you get involved  
in an accident.

•  Has been in any accidents or has mechanical 
problems.

Buying a Car in California

KNOW YOUR RIGHTS  
& AVOID SCAMS!

KNOW YOUR RIGHTS  
& GeT HelP

CENTER FOR RESPONSIBLE LENDING
IN PARTNERSHIP WITH

WATSONVILLE LAW CENTER

MORe TIPS...

TIP!

Buyer’s GuIde

The BeST way to avoid these scams is to get 
your financing set up by a bank or credit 
union BeFORe you even go to the dealer!

The Buyer’s Guide is required to be in ev-
ery used car. Keep it with your documents.

It’s your right to get a copy of this in  
Spanish if you negotiate in Spanish.

www.responsiblelending.org

WLC
Wa t s o n v i l l e  L a w  C e n t e r

Legal Services for the Central Coast



Remember, the cost is more than your monthly 
payment! There is also insurance, registration, 
gas, and maintenance.
 

2. JOIN A CReDIT UNION OR BANK &  
GeT PRe-APPROVeD FOR A lOAN

•  Don’t rely on dealer financing. A loan from 
your own credit union or bank is almost always 
cheaper and can protect you from scams. 

•  NEGOTIATE! Going with the loan already  
approved gives you power to negotiate  
almost every part of the purchase including  
price and vehicle options.

•  Dealers often charge extra interest to set up  
the loan. This is called “dealer markup” and can  
be avoided by getting your loan from a bank.

Note: Some banks and credit unions will provide 
loans to people who use an Individual Tax ID  
Number (ITIN) instead of a social security number. 
 

 

5. DON’T SHOP BASeD ON MONTHlY PAYMeNT

•   If a car dealer asks “HOW MUCH DO YOU WANT TO 
PAY A MONTH?” DO NOT GIVE THIS INFORMATION. 
Know a fair price for the car and stick to it!

•   Don’t get a loan that will last longer than the car 
will be functional. Usually the longer the loan, the 
more you will be paying over the life of the loan.

•   Watch out for add-on products that you don’t 
need. Things like surface protection, extended 
service contracts and GAP Insurance usually  
aren’t worth what the dealer will charge. 

6. KNOW YOUR RIGHTS AND SHOP SMART!

•  Don’t go alone. Bring a friend you trust to help 
you out.

•  Don’t fall so in love with a car that you give all 
your power to the dealer! You can leave at any 
time and take time to think!

•   Don’t feel obligated to buy a car or complete  
a deal.

•  Get all promises in writing. 

•  Beware: A dealer tactic is to pass you from  
person to person to tire you out. They count on 
you getting too tired to want to do it all again.

•  Don’t let the dealer rush you through a contract 
or a deal. Be ready to walk away at any time. 

•  Take your time reading the contract. ASK ques-
tions! By federal law, you are allowed to take loan 
documents home before signing them. If you 
don’t understand something, don’t sign it! Don’t 
sign any contract until you read and understand 
it, no matter how long it is. 

Car documents are important and should 
be kept in a safe place in your home. Don’t 
keep them in your car, as they can be lost 
when the car is not in your possession.

7. DOCUMeNTS

•  Make sure you see and read a copy of every  
document related to the deal, including your 
credit application. It’s your right!

•  Make sure the dates on your documents  
are correct. 

 

8. CHeCK YOUR CONTRACT 

•  DOWN PAYMENT: If the dealer allows you to pay 
your down payment over time, make sure they 
put that on the contract.

•  TRADE-IN VEHICLE: Before you go to the dealer, 
check the value of your trade-in on Kelley  
Bluebook kbb.com. The amount you still owe  
on your trade-in will usually be added into the 
principal on your new loan. Make sure this  
information is correct on your contract.

3. KNOW YOUR CReDIT HISTORY!

•  Your credit history will affect how much you pay 
for a car. 

•  You have the right to get one FREE CREDIT  
REPORT each year. Visit annualcreditreport.com  
or call 1-877-322-8228.

Note: Your credit report is free, but you will need  
to pay a small fee to get your credit score. Make  
sure you don’t sign up for any other service that  
you don’t want! For more information on knowing 
and improving your credit, visit consumer.gov.
 

4. DO YOUR HOMeWORK! 

•  Before you respond to an ad, do your RESEARCH. 

•  To get reviews of new and used cars and fair 
prices, check websites such as Edmunds.com; Kel-
ley Blue Book kbb.com; and consumerreports.org.

BeFORe YOU GO TO ANY DeAleRSHIPS DeAlING WITH THe DeAleR 

lANGUAGe OF NeGOTIATION

In California, if you negotiate the deal 
primarily in Spanish, Tagalog, Vietnam-
ese, Chinese, or Korean, you have the 
right to receive a completed translation 
of the contract BeFORe YOU SIGN.

TIP!

Don’t have access 
to the internet? Join 

your local library! 
Most libraries offer 

free computer access, 
and library staff can 

help you use the 
computer.

1. ASK YOURSelF …

• Do I really need a car?
• Is there public transportation where I live?
• Can I carpool? 
• Can I bike to work?
• What kind of car do I want?  
• What car can I afford? 


