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When must a retail installment contract be used?

A Retail Installment
Contract (RIC):

» is required for each
Retail Installment
Transaction.

» may be comprised of
one or more
prepared documents
that when combined
evidence a retail
installment
transaction.

This requirement may be found in
Section 348.101 of the Texas
Finance Code.

Examples include, but are not
limited to:

* Pre-printed Plain Language
Contracts

« Software-Generated Plain
Language Contracts

* Related Required Documents

* Authorized Addendums
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Will a buyer’s order meet the requirements? J‘

References:

Section 348.001,

Texas Finance Code
Section 84.708,
Texas Administrative Code

A Buyer's Order (or Purchase Agreement)
v' Is a non-binding, preliminary computation
¥ Is not a Retail Installment Contract

v Must include a documentary fee disclosure (if
documentary fees are assessed)

v' Is not required in a Retail Installment Transaction

v' Does not contain required disclosures for retail
installment contracts

v' Does not provide the remedies that are contained
in a retail installment contract (e.g. no right to place

a lien or repossess the vehicle)

v Is a required record if produced
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What if | don’t use a retail installment contract?

Failure to Use a Retail Installment Contract Violates:
State Statute and/or Regulations

v' Sections of Chapter 348, Texas Finance Code
v' Sections of Chapter 84, Texas Administrative Code
v Sections of the Business & Commerce Code

Federal Statute and/or Regulations

v Regulation Z
v' Truth In Lending Act
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Which forms do | use to create a contract?

Plain Language Requirements B otsr Vahice Saes laaace (HVSF)

® All retail installment contracts
must contain plain language.

® Plain language contracts may be
developed

v’ Using standard model clauses,

v’ Using non-standard forms

g . Plain language contracts are
submitted for review by the

those documents that show a

0OCCC, or retail installment transaction

v' Using pre-printed forms that has occurred and which
have been approved by the contain 'reader-friendly’,
occe ‘reader-focused' text.
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What are the basic requirements for a contract?
Remember...

The contract:
» Must be written
» Must be dated

» Must be fully completed

Even if the Seller did not sign

> Must be Signed by the the RIC, the contract is not

. . ided if:
retail seller and retail vortedt

* The Buyer signed the RIC
buyer * The vehicle was delivered
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What is the “cash price” for a sale?

Cash Price

n » Offered to Cash & Credit
Customers

» May include:

Accessories

Services Related to Sale

Service Contracts

Sales Tax & Vehicle Inventory Tax
License, Title, & Registration Fees

Regulation Z requires
itemization of finance
charges if those charges
were not included in the

ANENENENEN

cash price.
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What are “itemized charges”?

Itemized Charges

Itemized charges are those
additional charges and costs A N .
that were not included in the > Not included in cash price

cash price of the vehicle.

Itemized charges must be » May include:
specifically authorized by
Chapter 348 of the Texas
Finance Code before they
may be included in the RIC.

Service Contracts

Insurance & Service Contracts
Sales Tax & Vehicle Inventory Tax
License, Title, & Registration Fees
Motor Vehicle Inspection Fees

ANENENENEN
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How do | calculate the unpaid balance of a cash price?
original
Cash price
ITEMIZATION OF AMOUNT FINANCED of vehicle || N
1. Cash price [Opticnal additional description: "(including any accessories, services, and N
taxes)'] —()]

2. Downpayment =

[ netting add: (if negative, enter 0" and see Line 4.A. below]]

Gross trade-in Allowances given for L

- payoff by Seller trade-ins, down A §

_ - paymentsand rebates N\

= net trade-in $.

[if not netting add (if negative enter "0" and see Line 4.A. below)] ™,

+ cash [N

+ Mfrs. Rebate $.

\
+ other (describe) 3. N
Total downpayment Unpaid §. (2)
balance of
3. Unpaid balance of cash price (1 minus 2) cash price = § (3)
Example of Retail Installment Contract
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What types of charges must be itemized? @)

ITEMIZATION OF AMOUNT FINANCED

4. Other charges including amounts paid o others on my behalf (Seller may keep part of these amounts.):

A, Net trade-in payoff [Altemative caption: “prior credit or lease balance"] to

- L
B. Cast of physical damage insurance paid to insurance company §
C. Cost of optional coverages with physical damage insurance paid to insurance company  §__
D. Cost of optional credit insurance paid to insurance company o companies §
Life
Disability
E. Debt cancellation agreement fee paid to the Seller §.
F. Official fees paid to government agencies $
G. Dealer's inventory tax [Optional addition: (if not included in cash price)] §

The above charges must be itemized on all contracts. Additional chargesmustbe
itemized depending on which method the dealer uses to collect sales tax: Sales
Tax Advanced or sales Tax Deferred

Example of Retail Install

t Contract (

5/21/2014
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What disclosures do | need to provide? @

A
Additional Disclosures

» Truth In Lending Act Disclosures

v’ 12 CFR Part 226, Regulation Z
(For those dealers who do not routinely assign contracts)

v’ 12 CFR Part 1026, Regulation Z
(For those dealers who do routinely assign contracts)

» Notice to Buyer
Chapter 348, Texas Finance Code

» OCCC Disclosures
v’ Chapter 341, Texas Finance Code
v’ Chapter 348, Texas Finance Code

» Documentary Fee
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Do | have to file a documentary fee notice? v)
Documentary Fees Greater than $50

Motor Vehicle Dealer
»Must notify OCCC in writing of the

amount of fees charged to customer. Cas Ta"sact,
>Must submit separate written 350 is on?
notifications for each location charging do(;u"7 he max,-m
more than $50. May ch:nta foe um
>May charge up to $125 (automaic safe tran, "9e in a céyo“
harbor) without undergoing a review for sﬁction sh
reasonableness. iy

OCCC Review

> Review for Reasonableness for all
filings greater than $125 ¥/ Allowable
95 g v Allocable

¥ Prudent Business Person

Three Critical Tests for Reasonableness

» Additional Information may be
requested from the dealer.

Section 84.205(e), Texas Administrative code
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o | have to disclose the equity fo

P T TAC S84.20408)

Texas Disclosure of Equity
Trade-In Motor Vehicle

The dealer must:

» provide a disclosure for all trade-in
vehicles,

complete and provide the
disclosure to buyer before RIC is
signed,

use the form provided within the
Texas Administrative Code, and

v

v

v

maintain a copy of the signed
disclosure with the RIC document
set.

Section 84.204(H), Texas Administrative Code
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How do | calculate finance charges? @)

Methods for Calculating Finance Charges
Three Authorized Femempe,
o @
Methods e Ctihg o
Y T d for the terp,,»ate
> Add-On Method Whe, .ol ong 5 H2Ction
T -On Metho _ Charge-Culating Thoq
» Scheduled Installment Earnings - ons,
- . . 7 Ure t,
» True Daily Earnings 's CONsistn Metho,
34 i thog
DrOv;s,0ns :f’tl;l;gf; g?e Useq
”f"aq
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at do | need to know about sales tax collection?

Sales Tax Advanced Sales Tax Deferred
Requires Seller-Financed Sales Tax Permit from Texas
Comptroller of Public Accounts

FTMEATEN 0 MM AR - e T St

Title Transfer Title Transfer

Within 20 working days Within 45 calendar days
from date of sale. from date of delivery.
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Where can | find more information?

Dealer Training Seminars

Register online with the Texas Department of Motor Vehicles (TxDMV)

The OCCC participates in dealer seminars provided
by the Texas Department of Motor Vehicles.

As part of the seminars, the OCCC provides
information on licensing and contract requirements
under Chapter 348 of the Texas Finance Code.

Additional registration ks are available on the OCCC webste.
Select“Speaker alons” fom the et side menu. You
il be edirected to TAOMV to complete your regstaton process.

You should refer 1o the TXDMV site or the most current schedues

Euﬂ..u_m
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Where can | find more information

On-Line Resources

Available on the OCCC website

Industry page.

Module 2: Retail Installment Contracts

v Interactive

v Self-Paced

v Narrated

v References & Resources

mer Credit Commissioner

estions a NYE
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Contact Information:

Phone: 512-936-7600
Fax: 512-936-7610
Email: info@occc.state.tx.us




