Buying a Used Car

What is a used car?

A used car is a car thatis notnew. Another person owned the car before you.

What is a Buyer’s Guide?
The Buyers Guide is a written documentthattells you aboutthe used car. The Buyers Guide tells you:
o fthe dealerisselling the car with a warranty
e ifthe dealerisselling the car withouta warranty, or “asis”
e whatportion of the repair costs a dealer will pay under the warranty
e the majorsystemsonthe car and some problemsyou should look outfor
e to havethe carinspected by anindependentmechanic before you buy

e to getall promisesfrom the sellerin writing

What is a manufacturer’s warranty?

A manufactureris the company thatmade the car. A manufacturer’'s warranty is a promise from that
companyto pay for some repairs or services. A warranty is for a specific period of time, usually a few
years. You pay forthe warranty in the price of the car.

What is an extended warranty or a service contract?
An extended warranty isa promise from the warranty company to pay for some repairs or services after
the manufacturer’'s warranty expires. An extended warranty is notincluded in the price of the car. It
costs extra. An extended warranty is sometimes called a service contract.
What is a vehicle history report?
A vehicle history reporttells you abouta car or truck. It will tell you:

e who has ownedthe car

e the mileage

e ifithas beeninany accidents

What is an annual percentage rate?

The annual percentagerate tells you how much it costs you to borrow money forone year. It includes
the interestrate and feesyou pay the lender. It is also called the APR.

What is a down payment?

A down paymentisthe first paymentyou make when you borrow money to pay fora car. You agree to
pay the rest later.

Why would | buy a used car?

A used car is often cheaperthan anew car. You can save a lotof money.



Who sells used cars?

Some car dealerships sell used cars. Sometimes, the person who owns the car sells it herself.

Where can | find used cars for sale?

You can find used cars forsale:
e on websitesorin magazinesthatadvertise cars for sale
e inthe classified orautomotive section of the newspaper

e atausedcar dealership

Are there rules for selling used cars?

Yes, if you buya car from a car dealer. Acar dealer mustputa Buyer's Guide in every used car they
are selling.

How do | know the car works well?
Whenyou find a car you like:
e Reviewthe service records. Did previous owners do the scheduled maintenance ontime?

e Geta vehicle history report. Vehiclehistory.gov has alistof companies thatsell vehicle history
reports.

e Ask the sellerif there are safety recalls thathave not been completed. You also can check at
Safercar.gov. Enter the vehicle identification number to search forrecalls.

e Testdrive the carin your normal driving situations. Do you usually drive in heavy traffic? Test
drive the car in heavy traffic.

e Hirea mechanicyoutrustto inspectthe car. The mechanic will tell you whatrepairs the car
needs and how much they will cost. If the car needs repairs, the seller mightreduce the price or
pay for those repairs before sellingthe carto you.

Do used cars come with a warranty?

Some used cars might still be covered by the manufacturer's warranty. Ask the seller if the warranty is
still in effect. If the manufacturer’'s warranty is not in effect, the dealer mighttry to sell you an extended
warranty.

Should I buy an extended warranty?

A used car dealer mightofferto sell you an extended warranty when you buy a car. Read it to see what
repairs or services are covered.

Ask the dealeraboutthe car or truck.
e Doyou thinkthe vehicle will need repairs?
e How muchwould the repairs cost?
Then ask the dealer aboutthe extended warranty:
e Askif you would have to pay for part of the repairs.
e Askifthe repairshave to be done at the dealership.
e Askifyou haveto pay any money if you cancel the extended warranty.

Then you can decide if you want to pay forthe extended warranty.


http://www.vehiclehistory.gov/
http://www.safercar.gov/

How can | pay for a car?

You can pay the total price of the car when you buyit. You also can borrow money to pay for the car.
That will cost more than if you pay all at once. That is because you will have to pay interestfor
borrowing the money.

Where can | borrow money to pay for a car?

You can borrow money from a lender like a bank or a creditunion. Compare loan offers from several
lenders. Ask:

e Whatis the annual percentage rate?
e  Howmuchwilll pay every month?
e Howmanypaymentsdo | have to make?

e Whatis the totalamount| will pay?

Before you shop fora car, ask the lender to pre-approve your loan. Thatwill tell you how much money
you can spend on a car.

What about dealer financing?

Some car dealers offer financing when they sell a car. This is one way to borrow money. Compare the
cost of the dealerfinancing to the cost of aloan from a creditunion or bank. Then decide whatthe best
dealis foryou.

Could there be problems with financing a car through the dealer?

Sometimes, adishonestdealer mighttry to trick you into paying more than you expected. It can happen
like this:

e The dealerletsyoudrive the car home. Afew days or weeks later, the dealer calls. He says
you have to go back to the dealership. He says your financingwas notapproved.

e Then, the dealeroffers you a new financing agreement. It mighthave a bigger down payment. It
mighthave a higherannual percentage rate. These things make the car more expensive.

You mightdecide notto sign the new financing agreement. Then, the dealer mightthreaten to take
away the car you bought. You mightdecide notto returnthe car. Then, the dealer mightthreaten to file
a police reportsaying you stole it. The dealeralso mightrefuse to return your down paymentorrefuse
to return the car you traded in.

A used car is a car thatis notnew. Another person owned the car before you. A used car is often
cheaperthan a new car. You can save a lot of money by buying a used car instead of a new car.
What should | do before I start shopping for a car?
Decide whatkind of car you need and how you will use it. Ask yourself:

e Howmanypassengerswill usuallyride in the car?

e Dol need extra space to carry bags, tools and other things?
Decide how much you can pay fora car. Think about:

e the costto registerthe car inyour state
e salestax

e carinsurance



e gas
e maintenance costs

Decide how you will pay for the car. You mightdecide to borrow money. Compare offers from several
lenders. Ask the lenderto pre-approve yourloan.

How do | avoid a problem with dealer financing?

Ask the dealerif yourdealisfinal.If itis, make sure that is written in the contract.

If the dealis not final, the terms of your financing could change. Geta written promise that:
o the dealerwill notsell yourtrade-in vehicle before the financing is approved
e the dealerwill return your down paymentif the financing is notapproved

If the dealer offers you another deal, you do not have to acceptit.

Read the contract before you sign it. Check the financing terms. Thatmeansthe annual percentage
rate, length of the financing,and amountborrowed. Are they whatyou expected?

What if | have a problem with dealership financing?

If you have a problem with financing you gotfrom the dealer, reportitto the Federal Trade Commission
(FTC).

e Callthe FTC at 1-877-382-4357. Tell the person on the phone whathappened. You can give as
much or as little informationas you want.

e  Go online:ftc.gov/complaint.

Information obtained from: https://www.consumer.gov/articles/1026-buying-used-car#!what-it-is



http://www.ftc.gov/complaint
https://www.consumer.gov/articles/1026-buying-used-car#!what-it-is

