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Regulatory Relief for Related Finance 

Companies Eight Years Later

When SB 1617 passed the Texas legislature in 
2007, TIADA led the charge. The association 
found a champion in the late Sen. Chris Harris 

who believed that Texas car dealers who finance in-house 
should be able to take advantage of a federal income tax 
procedure currently available to dealers in 49 other states.

Under federal income tax law, dealers who finance in-
house without related finance companies (RFC) must pay 
income tax each year on income scheduled to be received 
in future years. By assigning receivables to a related finance 
company, dealers pay federal income tax only on collec-
tions made in that year. However, the Texas Tax Code pro-
vided that the assignment of an installment contract, even 
to a related finance company, had the effect of forcing the 
dealer to pay state sales tax on the entire amount of receiv-
ables, without any deduction for bad debt. The prospect 
of paying sales tax in advance had prevented many Texas 
dealers from using related finance companies. 

Still, some dealers had already formed an RFC and faced 
the threat of potentially having to accelerate and pay the sales 
tax for the past four years of receivables that had been trans-
ferred to their RFC. This only intensified the pressure to pass 
legislation almost ten years ago - any legislation. 

In the last few weeks of the session the then Comptroller, 
Susan Combs, determined SB 1617 would have a negative 
fiscal impact on the state budget. A fiscal note added at such 
a late date in the session is usually a death sentence for any 
bill. Thanks to Rep. Patricia Harless, Attorney General Ken 
Paxton — who was a state representative at the time, Sen. 
Chris Harris, and a determined TIADA legislative team the 
bill was saved by an amendment that allowed the Comptroller 
to “Establish a system that may require a RFC to annually 
register and charge an annual fee not to exceed $1500.” This 
offset the fiscal note placed on the bill and gave hope to many 
dealers who had been operating an RFC for years. 

TIADA Executive Director Jeff Martin was new to the 
association and had significant concerns: “It was a crazy 
time for the association. I had only been here for about six 
months and had never even heard the term related finance 
company. Mike Dunagan was very familiar with the issue but 
me, (deputy director) Danny Langfield and (lobbyist) Jimmy 
Evans; we were swimming upstream trying to figure out how 
we could help these dealers on an issue we just didn’t know 
that much about. I wore out Keith Hagler (owner of Taylor 
Auto Credit) asking him to explain it to me over and over.” 

Hagler remembers the stress of that period all too well. 

“I lost sleep over it, no doubt. Like a lot of dealers, I needed 
that bill to pass. We weren’t looking at a slap on the wrist; 
we were looking at losing our livelihoods.”

Martin recalls late night conversations trying to calm 
dealers; “They would call late at night, it would be ten or 
eleven o’clock and they would always ask how it went that 
day. These guys were nervous as could be and I could tell it 
was their dealership on the line. I just kept telling them the 
session wasn’t over yet but in the back of my mind I knew 
the sand was moving through the hourglass pretty quick.” 

After passage, the association worked closely with the 
Comptroller providing information throughout the rule 
writing process. The Comptroller eventually proposed 
rules that required each RFC to register and pay $600 an-
nually. The association gladly agreed since many dealers 
where already transferring notes to their RFC and facing 
the threat of accelerating the sales tax. 

Now fast forward eight years.
“I think we all knew back then that it was not a perfect 

system but the Comptroller was under a lot of pressure after 
the session to implement the new program in a very short 
time frame. We were just so happy it passed we would have 
agreed to anything,” Martin said. “This is a great time for us 
to revisit the issue though. Everyone at the Comptroller’s 
office has been great; they understand the issue and they re-
ally strive to make Texas business-friendly. It’s also nice that 
we are not so frantic with session.” 

In October of 2015, by way of a couple of tax audits, it 
came to the Comptroller’s attention that a few dealers had 
failed to renew their annual RFC registration. The Audit 
Department and the Texas Finance Code was pretty clear; 
dealers who didn’t renew their registration would have to 
accelerate the sales tax on transferred notes up to the last 
four years. 

A couple of dealers caught in this very situation contacted 
TIADA and the association quickly reached out to the 
Comptroller. The association explained that not renewing 
the RFC registration was simply a clerical error and that no 
customer or the state was damaged by the mistake. 

Darrell Moseley of Old Town Auto Sales in Lewisville 
was one such dealer. “I had moved and I never received a 
letter from the Comptroller’s office to renew my related fi-
nance company,” Moseley said. “I guess it went back to the 
Comptroller’s office and I just never thought about it. It wasn’t 
anything I would neglect to do. My CPA called me and told 
me it had lapsed. I just couldn’t do anything at that point. It 
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would truly have devastating consequences on my company.” 
TIADA explained, and the Comptroller understood, the 

RFC had nothing to gain by not renewing the registration. 
The Comptroller proved to have a very astute and busi-
ness-like approach to solving the problem. After almost 
five months of discussions and negotiations on coming up 
with a better solution for Related Finance Companies to 
stay compliant and eliminate some of the regulatory bur-
den, the Comptroller offered the following solution in a 
letter sent earlier this year:

Dear Related Finance Company: 
Effective Jan. 1, 2016, Related Finance Company 

(RFC) registrations no longer expire, and the $600 reg-
istration fee will not be assessed. Accordingly, there is no 
annual renewal and no renewal fee. 

All registrations that were active on Dec. 31, 2015, and 
any new registrations, will remain active until you notify 
the Comptroller’s office that the RFC has ceased this ac-
tivity or is no longer in business.

To say this is a big win for the dealers in the state of Texas 
would be an understatement. 

“The Comptroller’s new position is great! It not only 
saves us $600 annually, but it also deletes the risk of miss-
ing the renewal date which could accelerate sales tax for 
the lapsed time period.” Said Tommy Gregory of Abilene 
Used Car Sales, Inc. He echoed Moseley’s thoughts, “This 
would be very devastating to anyone with a RFC.”

Greg Zak of Dixon Motors in Houston was thrilled. Zak 
has done a lot of work over the years educating legislators 
and policymakers at the state and federal level on how expen-
sive regulation has become for the industry and the consum-
er. “Finally a government agency looking after the best inter-
ests of the consumers AND business,” stated Zak. “When the 
Comptroller’s office made the decision to eliminate the fee I 
thought, ‘Great - that is one less fee I have to pay,’ but the real 
win is not having the threat of a 2 million dollar unexpected 
sales tax bill one morning because you forgot to fill-out a 
piece of paper. Kudos to the Comptroller’s office. ” 

“Great news, one less compliance piece I have to keep up 
with,” was the first thought for Joh Riddle of Bi-Wize Auto 
in Dimmitt, “As an independent dealer we wear so many 
hats this is a pleasant surprise.”

CPA Dave Keller with Clifton Larson Allen who advises the 
Independent Dealers Association on many state and federal 
tax related issues sees this as significant victory for the deal-
ers. “This means you will no longer have to mark on your 
calendar when the renewal form has to be completed and 
submitted timely, and it also saves you $600 per year. Before 
this, if you forgot and you were audited then you ran a great 
chance of them making you pay all the sales tax up front 
when selling your notes to your RFC instead of deferring it. 
Having to pay all the deferred sales tax up front can very eas-
ily put a dealer out of business due to not having the adequate 
cash flow to do so.” Keller should know; his firm represents 
hundreds of buy-here pay-here dealers in Texas and works 

closely with TIADA to offer tax training throughout the year.
“The Comptroller has taken a very dealer-friendly and 

practical approach to this issue,” added Steven Goldberg 
with SGC, a CPA firm out of Houston. 

“You know, TIADA did this using just the existing re-
sources they had,” reflected Hagler. “No one hired Jeff or 
the association; no one contributed a dime to this cause. 
The association took on this challenge because they felt it 
was the right thing to do for this industry. Most dealers 
out there don’t realize just how important it is to support 
TIADA. We simply HAVE to have the kind of representa-
tion that TIADA gives us.”

Greg Reine emphasizes compliance at his dealership, Auto 
Liquidators, in Dallas. He summed it up by recognizing all 
the parties involved, “First, I would like to say how grateful 
we are that our state association has such a great relation-
ship with our State Comptroller’s office, as well as many 
other regulatory agencies. We are fortunate to have an as-
sociation that truly understands our industry, and can share 
their knowledge with others so that we can all be successful 
and productive. This new position is great; not only do we 
save $600 per year, but it is one less thing, in this heavily 
regulated industry, that we have to manually track. We are 
thankful that the Comptroller’s office was able to see the 
burden that this policy put on us and agreed to change it in 
order for it to best benefit everyone involved!” 
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