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Tricolor Auto Acceptance (Tricolor) is an integrated retail automotive and consumer lending
platform that offers financing in the form of auto loans to low-income borrowers or those with
no or limited credit history. Established in 2007 and headquartered in Dallas, Texas, Tricolor
and its affiliate Ganas Auto Group operate 50 retail dealerships across 20 markets in Texas,
California, Nevada, and Arizona, with a shared services center in Guadalajara, Mexico. In 2019,
Tricolor became the only auto asset-backed securities (ABS) issuer to be designated by the
U.S. Treasury as a community development financial institution (CDFI).
In our view, "Tricolor Social ABS Framework," published April 19, 2022, is aligned with:

✔

Social Bond Principles, ICMA, 2021

The Framework Alignment Opinion ("our alignment opinion") does not assess the alignment of any
individual transaction with International Capital Market Association's (ICMA) Social Bond
Principles (SBP).

Issuer’s Sustainability Objectives
Tricolor’s core purpose is to sell and finance relatively affordable used vehicles to low-income and
credit-invisible individuals, the latter referring to borrowers with no or limited credit history.
Tricolor focuses its efforts on a U.S.-residing Hispanic market due to the group’s
disproportionately limited access to affordable credit, which often prevents entrance into the
financial mainstream. The company also aims to support its borrowers’ reliance on vehicle-centric
mobility, which is tied to limited remote employment opportunities. As part of its purpose-driven
strategy, Tricolor has successfully helped build a credit score with a major bureau for its credit
invisible borrowers. As of March 2022, Tricolor reported a track record of supporting 28% of all
borrowers to establish a credit history.
To further align its activities with its social objectives, Tricolor developed a Social ABS Framework,
through which it will enable its target population’s access to auto lending services. With the
program, Tricolor strives to advance socioeconomic progress through financing opportunities that
aim to reduce income inequality for its borrowers.
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Second Party Opinion Summary
Use of proceeds
Alignment
Score

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Not aligned

Aligned

Strong

Advanced

The framework specifies that the net proceeds of social bonds issued under its remit will be allocated solely to purchase loans for
its target population, which comprise individuals with low-income or have little to no established credit.

Process for project evaluation and selection
Alignment
Score

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Not aligned

Aligned

Strong

Advanced

The framework outlines a clear process for the selection of qualifying loans by the company’s Credit Risk Committee, which
consists of senior executives at the company. The eligibility criteria specified in the framework includes borrowers’ lack of a FICO
score or having net income that falls at or below 80% of the median county income or 200% of the federal poverty threshold, a
standard maintained by the Federal Housing Finance Agency (FHFA).

Management of proceeds
Alignment

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Tricolor is committed to tracking and managing the net proceeds from social bonds issued under its framework, which will be
allocated to eligible loans originated within a three-year look-back period and for new loans added after closing within a threemonth prefunding period. For both loan types, Tricolor commits to managing and monitoring the eligible portfolio via its Credit Risk
Committee to ensure the portfolio remains in line with the eligibility criteria.

Reporting
Alignment
Score

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Not aligned

Aligned

Strong

Advanced

Tricolor commits to complete annual and quarterly reports on the allocation of proceeds and the expected and actual impact,
respectively, until full allocation. The reports will be made available on its website. The company also commits to an external thirdparty verification regarding its allocation of net proceeds.
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Framework Assessment
Use of proceeds
The Principles make optional recommendations for stronger structuring practices, which inform our alignment opinion as aligned,
strong, or advanced. For use of proceeds, we consider the commitments and clarity on how the proceeds are used.

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Commitments score

Not aligned

Aligned

Strong

Advanced

We consider Tricolor’s overall use of the proceeds from the commitments to be strong.
Tricolor clearly commits to using 100% of the net proceeds issued under its framework to acquire
subprime auto loans originated to its target population. The social bonds will be issued by a
special-purpose vehicle (SPV) as part of Tricolor’s securitization program. The social bond net
proceeds will be allocated solely to the purchase of auto loans for low-income or credit-invisible
borrowers in the target population to promote financial inclusion and advance social mobility.
Tricolor uses a direct-to-consumer AI-driven platform and data analytics to identify and engage
borrowers who are less likely to default on their loans, allowing the company to offer lower interest
rates compared to its subprime auto lending peers.
Tricolor commits to disclose the proportion of net proceeds that will be used for eligible loans in
the three-year look-back period and the three-month prefunding period--the latter of which is not
expected to exceed a quarter of each transaction's total proceeds. Each eligible loan must follow
the same eligibility criteria laid out in the framework.
We believe the eligible loan criteria included in the framework spans social themes of access to
essential services and socioeconomic advancement and empowerment, which are two categories
identified by the SBP.

Process for project evaluation and selection
The Principles make optional recommendations for stronger structuring practices, which inform our alignment opinion as aligned,
strong, or advanced. For our project selection and evaluation processes, we consider the commitments and clarity on the process
Tricolor uses to evaluate and select eligible projects to fund with the proceeds of the sustainable finance instrument.

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Commitments score

Not aligned

Aligned

Strong

Advanced

We consider Tricolor’s overall process for project evaluation and selection commitments to be
strong.
Tricolor’s ABS Social Bond Framework clearly outlines the process by which it selects eligible
loans. To this end, the company has designated a Credit Risk Committee, which consists of the
company’s chief executive officer, chief financial officer, chief credit officer, and other senior
executives who are responsible for the framework’s management, including ensuring that assets
comply with the eligibility criteria. The eligible loans must be to borrowers who lack a FICO score or
are considered low-income, which is defined as earning less than or equal to 80% of the median
county income or less than or equal to 200% of the federal poverty threshold.
Tricolor also identifies its social and environmental risk-management processes for providing
subprime auto loans to lower-income borrowers. The issuer acknowledges that its target
population is more likely to be unprepared for financial emergencies and default on their loans as
a result, which may increase susceptibility to a predatory lending cycle. It also acknowledges that
used vehicles sold and financed in the subprime auto lending sector do not always meet
regulatory emission guidelines. Tricolor manages these risks by providing its borrowers with
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inspected and reconditioned vehicles that have less accrued mileage on average than its peers,
and through careful observation of federal and state-level regulation and emission standards.
Finally, although the borrowers meet the eligibility criteria at the point of loan origination, Tricolor
does not ensure the eligibility criteria are met at the time of debt issuance due to the inherent
complexity of securitized loans. We view this as a weakness but acknowledge that it is partly
mitigated by the issuer’s ongoing review of the borrowers’ credit scores over the life of the loans.

Management of proceeds
The Principles require disclosure of the issuer’s management of proceeds from sustainable finance over the life of the funding.
Our alignment opinion focuses on how clearly the issuer’s commitment is stated in the documentation to ensure that the funds
raised will remain dedicated to eligible sustainability projects throughout the life of the sustainable finance funding.

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Tricolor is committed to tracking the allocation of net proceeds from future social bond issuances
and disclosing those allocations in its annual sustainability report. Most of the net proceeds from
the social bond issuances will be immediately allocated to acquire loans defined as eligible during
the 36-month look-back period. Any remaining bond proceeds will be deposited into a segregated
account that is held and managed by a third-party trustee. Those proceeds will then be used to
purchase newly originated eligible loans during the three-month prefunding period, which the
framework guarantees will not exceed more than 25% of the total allocation. The framework notes
that Tricolor’s Credit Risk Committee will track and monitor the bond proceeds to ensure that the
loans acquired during the prefunding period meet the stated eligibility criteria.

Reporting
The Principles make optional recommendations for stronger disclosure practices, which inform our disclosure opinion as aligned,
strong, or advanced. We consider plans for updates on the sustainability performance of the issuer for general-purpose funding,
or the sustainability performance of the financed projects over the lifetime of any dedicated funding, including any commitments
to post-issuance reporting.

✔

Tricolor’s Social ABS Framework is aligned with this component of the SBP.

Disclosure score

Not aligned

Aligned

Strong

Advanced

We consider Tricolor’s overall reporting commitments to be strong.
Tricolor commits to annual and quarterly reporting on the respective allocation and impact of the
social bond proceeds until full allocation, with reporting made available on Tricolor’s website. An
external reviewer will verify the allocation of the social bond proceeds, which we view as a strong
practice. The annual report will include the amount of unallocated net proceeds from the sale of
any social bonds at the end of the reporting period. It will also include details on the expected and
actual borrower profile characteristics, as well as metrics such as the percentage of borrowers
who meet the stated eligibility criteria and receive complementary vehicle warranties.
The company also commits to report the proportion of eligible borrowers who develop a credit
score with a major credit bureau after obtaining a Tricolor loan, a performance indicator that is
intended to demonstrate Tricolor’s support of improved financial inclusion and socioeconomic
empowerment of its target population. The company tracks these metrics through individual loanlevel data files and with updated credit scores that it receives from a partnership with a major
credit bureau. We note that this type of measurement is difficult for many securitized bond
issuers, making it a strong feature of the framework.
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Mapping To The U.N.'s Sustainable Development Goals
The Sustainable Development Goals (SDGs), which the United Nations (U.N.) established in 2015,
form an agenda for achieving sustainable development by 2030.
We use the ICMA's SDG mapping for this part of the report. We acknowledge that ICMA’s mapping
does not provide an exhaustive list of SDGs and that ICMA recommends each project category be
reviewed individually to map it to the relevant SDGs.
Tricolor’s ABS Social Bond Framework intends to contribute to the following SDGs:

Use of proceeds

SDGs

Access to Essential Services

1. No poverty

10. Reduced
inequalities

8. Decent work
and economic
growth

10. Reduced
inequalities

Socioeconomic Advancement
and Empowerment

*The eligible project categories link to these SDGs in the ICMA mapping.

1. No poverty
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Sustainable
Financing Opinions product (Product). S&P may also receive compensation for rating the transactions covered by the Product or for
rating the issuer of the transactions covered by the Product. The purchaser of the Product may be the issuer.
The Product is not a credit rating, and does not consider credit quality or factor into our credit ratings. The Product does not consider,
state or imply the likelihood of completion of any projects covered by a given financing, or the completion of a proposed financing. The
Product encompasses Second Party Opinions and Transaction Evaluations. Second Party Opinions consider features of a financing
transaction and/or financing framework and provide an opinion regarding alignment with certain third-party published sustainable
finance principles and guidelines (“Principles”). For a list of the Principles addressed by our Second Party Opinions, see the Analytical
Approach and Analytical Supplement, available at www.spglobal.com.Transaction Evaluations provide an opinion which reflects our
assessment of the potential relative environmental benefit of the funded or resilience projects. The Product is a statement of opinion
and is neither a verification nor a certification. The Product is a point in time evaluation reflecting the information provided to us at the
time that the Product was created and published, and is not surveilled. The Product is not a research report and is not intended as
such.
S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the
Product are not investment advice, recommendations regarding credit decisions, recommendations to purchase, hold, or sell any
securities or to make any investment decisions, an offer to buy or sell or the solicitation of an offer to buy or sell any security,
endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the Product, or
independent verification of any information relied upon in the credit rating process. The Product and any associated presentations do
not take into account any user’s financial objectives, financial situation, needs or means, and should not be relied upon by users for
making any investment decisions. The output of the Product is not a substitute for a user’s independent judgment and expertise. The
output of the Product is not professional financial, tax or legal advice, and users should obtain independent, professional advice as it
is determined necessary by users.
While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of
due diligence or independent verification of any information it receives.
S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do
not guarantee the accuracy, completeness, timeliness or availability of the Product. S&P Parties are not responsible for any errors or
omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in the Product, or for the security or
maintenance of any information transmitted via the Internet, or for the accuracy of the information in the Product. The Product is
provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT
LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P
Parties have no responsibility to maintain or update the Product or to supply any corrections, updates or releases in connection
therewith. S&P Parties have no liability for the accuracy, timeliness, reliability, performance, continued availability, completeness or
delays, omissions, or interruptions in the delivery of the Product.
To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs or losses caused by negligence, loss of data, cost of substitute materials, cost of capital,
or claims of any third party) in connection with any use of the Product even if advised of the possibility of such damages.
S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units separate
from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units
of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of certain nonpublic information received in connection with each analytical process.
For PRC only: Any “Sustainable Financing Opinions” or “assessment” assigned by S&P Global Ratings: (a) does not constitute a credit
rating, rating, sustainable financing framework verification, certification or evaluation as required under any relevant PRC laws or
regulations, and (b) is not intended for use within the PRC for any purpose which is not permitted under relevant PRC laws or
regulations. For the purpose of this section, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong,
Macau and Taiwan.
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