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TO: Indiana registered automobile dealers ("Registrants")

FROM: Ryan E Black, Deputy Director, Consumer Credit Division

RE: Lease-Here, Pay-Here business model for used motor vehicles

This Advisory Letter is being issued by the Consumer Credit Division of the Indiana Department of Financial
Institutions ("the Department"). Certain examination findings and trends have raised concerns that Registrants
subject to Indiana's Uniform Consumer Credit Code ("IUCCC") providing financing for the sale of motor vehicles
may be engaging in disguised credit sales, either knowingly or unknowingly, by utilizing a Lease-Here, Pay-Here
("LHPH") business model for used motor vehicles. All comments outlined in this Advisory Letter pertain only to
transactions for a personal, family, or household purpose.1

Background

A long-standing practice of many used automobile dealers, and some new automobile dealers, includes engaging in
consumer credit sales2 that are retained in-house, commonly known as Buy-Here, Pay-Here ("BHPH")transactions.
In the typical BHPH transaction, a consumer enters into a retail installment contract with a Registrant whereby the
consumer is obligated to make more than four payments or to pay a finance charge in order to pay for the purchase
of the vehicle over time. Such transactions are subject to the IUCCC, specifically Ind. Code §24-4.5-2. Significant
provisions that a creditor must comply with include but are not limited to: maximum rate of finance charge (or
credit service charge)3; permitted additional charges4; delinquency charges5; rebate upon prepayment of a
precomputed transaction6; and restrictions on deficiency judgments in consumer credit sales7.

During recent routine examinations of Registrants, the Department has observed an increased prevalence of a
business model where the transactions are structured as leases. In these transactions, a consumer does not obtain
ownership of the motor vehicle at consummation. Rather, the seller/creditor retains ownership of the vehicle until
such time that the consumer exercises either an early purchase option or end of term purchase option, if provided
for in the contract.

1The IUCCC does not apply to transactions for a purpose other than a personal, family, or household purpose; extensions of
credit primarily for a business, a commercial, or an agricultural purpose are exempt. See Ind. Code §24-4.5-1 -202(b).
2Ind. Code §24-4.5-1-301.5(8)
3Ind. Code §24-4.5-2-201
4 Ind. Code §24-4.5-2-202
5 Ind. Code §24-4.5-2-203.5
6Ind. Code §24-4.5-2-210
7Ind. Code §24-4.5-5-103






