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Aftermarket Cancellations: 
Knowing Your Responsibilities. 
Aftermarket sales are expected to boom in 2021, with a joint forecast by 
the Automotive Aftermarket Suppliers Association (AASA) and the Auto 
Care Association predicting $314 billion in sales for the year.1 
 

Although F&I product sales are profitable for dealers and auto lenders, the 
flip side is the constant need to handle cancellations and refunds of these 
products due to repos, total loss and early payoffs. 
 
 
 
 
 
The responsibility for handling consumer refunds varies from state to 
state and product to product – and the timeframes for providing the 
refunds vary as well. As of year end 2020, 41 states require that a refund 
be provided in the event of cancellation of a Vehicle Service Contract (VSC) 
OR GAP waiver contract.4 

 
F&I product cancellations are an area of focus for consumer protection 
regulations and enforcement, so it’s important for lenders to be aware of 
each state’s regulations to know whether they are responsible for refunding 
customers for aftermarket cancellations. But regulatory compliance is 
only one of several reasons that lenders might wish to take the lead on 
aftermarket cancellations and refunds for consumers.

2.2M vehicles projected to be 
repossessed in 20212 ~$4B in potential cancellation 

refunds annually3

1 Automotive Aftermarket Suppliers Association (AASA) and the Auto Care Association 2020 Joint Channel Forecast Model

2 Titleloanser.com, Car Repossession Statistics, 2021

3 Using Dealertrack and F&I Express 2019 transaction data, cancellation refunds may theoretically amount to, or even   
 exceed, a $4B/yr industry

4 Based on state laws. States that require refund for Vehicle Service Contracts: AL, AK, AZ, AR, CA, FL, HI, ID, IL, IN, LA, ME,  
 MD, MN, MS, MO, NV, NJ, NM, NY, OK, SC, TX, VT, WA, WI, WY. States that require refund for GAP : AL, AR, CO, FL, GA, IN, IA,  
 LA, ME, MI, MN, MS, MO, MT, NE, NV, NH, NJ, NC, ND, OR, RI, SC, TN, TX, UT, VT, VI, WA, WV, WI, WY

(https://www.aftermarketnews.com/u-s-aftermarket-forecast-to-decline-8-8-rebound-in-2021/)
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Reputation Matters 
Many lenders are developing expedited refund processes not only to 
reduce their compliance risk, but to avoid reputational risk while helping 
consumers obtain their refunds. By connecting with aftermarket providers 
and auto, RV and powersports dealers, lenders can avoid refund recovery 
delays and errors for cancellable products including GAP, Vehicle Service 
Contracts (VSC) and Credit Insurance. 
 
Top-Tier Customer Service 
Taking the dealer out of the middle of the aftermarket cancellation and 
refund process helps lighten their workload and protect their bottom 
line. It’s one way to strengthen partnerships with them and ensure that 
all parties receive the correct refund amounts within the mandated 
time frame. 
 
Portfolio Protection and Risk Mitigation 
Ultimately, expediting aftermarket cancellations and refunds as a best 
practice helps protect a lender’s auto loan portfolio and mitigate risk in 
all instances of early loan termination. If a state law changes to place 
affirmative obligation on the creditor for a refund, there’s no need to worry 
about compliance if that process is already in place. 
 
Express Recoveries from F&I Express 
Express Recoveries streamlines and simplifies the aftermarket contract 
cancellation process by connecting lenders with providers and dealers on 
a single platform for accurate, compliant refunds.

Schedule a 1:1 consultation with your Lender Solutions Specialist today   |   866.868.5900   |   fandiexpress.com
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Know the Current State Laws

GAP Insurance (Guaranteed Asset Protection)

32 states require 
that a refund be provided 
in the event a GAP waiver 
contract is canceled.

8 of those states 
place an affirmative obligation 
on the creditor to refund to the 
consumer the unearned fee or 
premium paid for the GAP.

Not intended as legal advice. Consult your legal counsel.
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Know the Current State Laws

Vehicle Service Contracts

28 states require 
the service contract provider 
to issue a refund to the 
contract holder in the event 
of a cancellation.

17 states add a ten percent 
per month penalty to the 
service contract refund if the 
borrower does not receive 
it within 30 days or 45 days 
after it is returned, depending 
on the state.

Not intended as legal advice. Consult your legal counsel.
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Information is based on state laws. The information contained on this chart is provided for informational purposes only and should not be construed as legal advice 
on any subject matter. This site and this chart are not intended to be legal advice and may not be used as legal advice. Legal advice must be tailored to the specific 
circumstances of each case. This chart should not be used to replace the advice of legal counsel. You should not act or refrain from acting on the basis of any 
content included in this site or on this chart without seeking legal or other professional advice. The contents of this site and chart contain general information and 
may not be updated in real time, reflect current legal or regulatory developments or address your specific situation in your jurisdiction. We disclaim all liability for 
any actions you take or fail to take based on any content on this chart and further disclaim any obligation to keep this chart updated.    

Know the Current State Laws

Credit Life Insurance

In all 50 states, the 
credit life insurer is required 
to provide a refund upon 
cancellation of the policy.

Schedule a 1:1 consultation with your Lender Solutions Specialist today   |   866.868.5900   |   fandiexpress.com


