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Chapter 18 – Buying and Insuring a Car

Legal Terms

On the left side of your notebook,, write the word or phrase that best completes each of the following statements.

1. ______ is the name given to the large sticker required to be placed in the window of each used car a dealer has for sale describing the warranties, if any, that come with the vehicle.
2. A(n)____is so called because it appears on the surface that buyers must sign the

3. contract in order to make the purchase.
4. ______ are state statutes that require car owners who are not insured to show proof that they can pay for the damages when they are at fault in an automobile accident.
5. _____ insurance protects you when other people bring claims against you for damaging their property.
6. ______ insurance pays for damage to your own car. It does not matter who is at fault.
7. ______ insurance protects the policy holder from claims or lawsuits for injuries or death caused by the policyholder’s negligent operation of a motor vehicle.
8. The
requires all used-car dealers to place a large sticker in the window of each vehicle they offer for sale.
9. Medical expenses incurred by someone occupying the insured’s car are covered by an insurance called ______
10. ______ insurance protects the insured when a car is lost or damaged because of fire, flood or theft.
11. The federal law that requires lenders to disclose the finance charge and the APR is known as

Key Points in Your Reading

On the left side of your notebook, write T if the statement is true or F, if it is false, make the statement true by replacing the underlined word or phrase with the correct word or phrase..

1. The Uniform Commercial Code applies to the sale of a car by a used car dealer.
2. If a car that someone buys does not fulfill the contract’s requirements, the buyer may be able to reject the acceptance even after taking possession of the vehicle.
3. Regulation Z requires lenders to disclose the finance charge and the car’s actual cost.
4. Implied warranties are excluded in most states by the expression as is.
5. When a private party sells a car, he or she gives an implied warranty that the car is merchantable.
6. All persons are required to post a Buyer’s Guide on all used vehicles that they sell.
7. If a car dealer has a prearranged agreement with a finance company, a consumer can use the same defenses against the finance company that can be used against the car dealer.
8. Bodily injury liability insurance reduces the litigation necessary to recover damages from an accident.
9. Comprehensive coverage protects you when other people bring claims against you for bodily injuries caused by the negligent operation of your motor vehicle.
10. With a $200 deductible clause in collision insurance the insurance comp~py pays the first $200 of expenses.

You’re the Judge

For each of the following cases, write Yes or No to indicate your decision. Then, in your own words, state the legal principle or legal reason that applies to the facts in the case.

1. Alan Norton disconnected the odometer on his car and left it disconnected while he used the car for six months. He then reconnected the odometer and sold the car to Frank Flagg. Norton gave Flagg a mileage disclosure statement stating the mileage as it showed on the odometer. Has Norton violated the law?
2. Mary Sullivan bought a used car from a car dealer. She paid $500 down and signed an agreement to pay the balance in 24 monthly installments. The car’s transmission broke down three days after she took it home, and the dealer refused to repair it for her. The same day that the transmission broke down, Sullivan received a payment book from a finance company with a letter saying that she was to pay the finance company for the car. The dealer had transferred her installment contract to the finance company under a prearranged agreement. Must Sullivan pay the full contract price to the finance company?
3. Jason Bloomberg borrowed $2,500 directly from a finance company, agreeing to pay it back in monthly installments. With the money he bought a used car from a dealer. The car’s transmission broke down three days after he took it home, and the dealer refused to repair it. Must Bloomberg pay back the full amount he borrowed to the finance company?
4. Lauren Webster, who lived Massachusetts, had no-fault insurance. One night, while she was driving in a drunken condition, her car went off the road. She was badly injured. May Webster collect no-fault insurance?

