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Understanding the Truth in Lending Act and How Dealer Pay Can Help Your
Dealership Navigate Credit Card Transactions

The Truth in Lending Act (TILA) plays a crucial role in ensuring transparency and
fairness in consumer credit transactions. While TILA does not explicitly prohibit
dealerships from accepting credit cards for down payments, deposits, or leases,
whether dealerships allow these forms of payment is influenced by internal policies,
agreements with lenders or banks, and considerations like processing fees. Dealer Pay,
a leader in electronic transaction processing solutions, offers invaluable resources to
help dealerships navigate these complexities.

General Guidance on Credit Card Transactions in Dealerships

There is no provision in TILA that outright bans dealerships from accepting credit cards
for down payments, deposits, or leases. However, dealerships often impose their own
limits or restrictions. For instance:

e Many dealerships cap the amount that can be charged to a credit card for a down
payment or deposit. For example, a dealership might allow up to $2,000 on a
credit card, with the remainder requiring a different payment method.

e The decision to accept credit cards is heavily influenced by agreements with
banks or lenders and internal policies, especially concerning processing fees and
transaction limits.

Dealer Pay can provide dealerships with tools and education to establish clear,
compliant policies while minimizing financial risks associated with electronic payment
processing.

Credit Cards and Leases
When it comes to leases, practices vary widely across the industry:

e No Brightline Rule: Whether credit cards can be used for lease payments
depends entirely on the dealership and its lender. Many dealerships avoid
accepting credit cards for lease payments due to high processing fees.



e Third-Party Services: Some dealerships permit credit card payments for leases
through third-party services like Western Union or MoneyGram. However, these
often come with additional fees that are passed on to the customer.

Dealer Pay’s tailored solutions can help dealerships evaluate and implement policies for
lease transactions, ensuring they align with both lender agreements and customer
expectations.

Industry Practices: Variability Among Dealerships

Policies regarding credit card transactions vary significantly across the automotive
industry:

e Down Payments: Discover has noted that credit cards are commonly accepted
for down payments but rarely for full vehicle purchases. Policies range from
allowing the full down payment to capping the amount or disallowing credit card
use altogether.

e Examples from Major Brands:

o BMW does not accept credit cards for regular monthly payments.
o Cadillac Financial Services allows credit card payments via third-party
services like Western Union or MoneyGram, though these incur fees.

Dealer Pay’s expertise in electronic payment systems enables dealerships to stay
informed about industry best practices and adapt their payment policies accordingly.

TILA-Related Considerations for Dealerships

While TILA does not directly address the use of credit cards for these transactions,
certain provisions are worth noting:

1. Over-the-Limit Transactions: Credit card transactions exceeding the cardholder’s
credit limit may not be authorized unless the card issuer has opted in to allow
such transactions.

2. Dealer as Initial Creditor: If the dealership’s financing is structured through
agreements with banks—where the bank pre-approves the buyer’s
creditworthiness—the dealership acts as the initial creditor. In these cases, credit
card use must comply with the terms of the financing arrangement.

Dealer Pay can help dealerships ensure compliance with TILA provisions and lender
agreements while optimizing their payment processes.

How Dealer Pay Supports Dealerships



Dealer Pay’s innovative solutions simplify electronic transaction processing and
empower dealerships to make informed decisions regarding credit card payments. By
partnering with Dealer Pay, dealerships can:

e Streamline payment processing and reduce fees associated with credit card
transactions.

e Access educational resources and training to navigate the nuances of TILA and
electronic payments.

e Develop customer-friendly policies that align with industry standards and lender
agreements.

e Ensure compliance with legal and financial regulations while optimizing
operational efficiency.

Conclusion

The decision to accept credit cards for down payments, deposits, or leases ultimately
rests with each dealership, guided by lender agreements, internal policies, and
considerations like processing fees. Dealer Pay’s expertise in electronic transaction
processing and compliance ensures that dealerships can confidently navigate these
decisions while enhancing customer satisfaction. With Dealer Pay, your dealership
gains the tools and knowledge to thrive in an evolving payment landscape.



