QUIZ: Auto Financing Tune-Up
Take this quiz to check your auto smarts!

Question 1: Consumers can obtain financing from the following sources:

· Dealership

· Bank

· Credit Union

· Finance Company

· All of the above


Question 2: The finance rate (annual percentage rate) offered by the dealership may be negotiable. 
	· True

· False 



Question 3: You should make the decision to buy or a lease a vehicle based solely on what you can afford in your monthly payment. 
	
	· True

· False

	
	· 



Question 4: Your credit record affects the financing terms for which you are eligible.
	
	· True

· False

	
	· 



Question 5: The following financing factors affect the amount of the monthly payment:
	
	· Annual percentage rate

	
	· Down payment

	
	· Price of vehicle

	
	· Trade-in value of your current vehicle

	
	· Length of finance contract

	
	· All of the above


Question 6: When you finance at a dealership, you typically are entering into an installment sales contract between you and the dealership.
	
	· True

	
	· False



Question 7: Which of the following statements is NOT TRUE if you choose to lease, rather than buy?

	· The dealership is listed on the title as the vehicle owner

· You will need to pay a security deposit, acquisition fee, and other charges

· You need to turn in your vehicle to the dealership after a certain length of time

· You are the owner of the vehicle and your name is listed on the title



Question 8: When you finance a vehicle, the creditor holds a lien (a claim) on the auto title until you have paid the contract in full.
	
	· True

	
	· False



Question 9: When you purchase a vehicle, you must also purchase an extended service contract, credit insurance, and guaranteed auto protection. 
	
	· True

	
	· False



Question 10: Late or missed payments incur late fees, but do not appear on your credit report.
	
	· True

	
	· False



Question 11:  If you’re having difficulty making your payments, you should contact your creditor as soon as possible.

· True

· False

Question 12: You can get a free copy of your credit report once every 12 months.
	
	· True

	
	· False

	
	


Question 13: With on-site dealership financing, a buyer gets a loan from his or her bank, credit union, or other financial institution to pay for a new or used vehicle.
	
	· True

	
	· False



Question 14: You may submit multiple applications for financing within a 14-day period without affecting your credit score.
	
	· True

	
	· False


Question 15: You may be able to refinance your vehicle loan.
	
	· True

	
	· False

	
	


ANSWERS: Auto Financing Tune-Up

Question 1: Consumers can obtain financing from the following sources:


ALL OF THE ABOVE is the correct answer.
Multiple sources of financing are available for automobile purchases. The most common include dealerships, banks, credit unions, and finance companies. The wide availability of financing sources has created a highly competitive marketplace and lower rates for consumers. When shopping for a vehicle, it is a good idea to compare annual percentage rates and other financing terms from multiple sources.

Question 2: The finance rate (annual percentage rate) offered by the dealership may be negotiable.

TRUE is the correct answer. 

The financing rate offered at the dealership may, in fact, be negotiable. Members of the American Financial Services Association include this disclosure language in their financing contracts, and the National Automobile Dealers Association, which represents nearly 18,000 new car and truck dealers, strongly encourages its members to disclose this information to car buyers. 

Question 3: You should make the decision to buy or a lease a vehicle based solely on what you can afford in your monthly payment. 


FALSE is the correct answer. 

Just because you can afford the payment doesn't necessarily mean that it is the right decision. While longer financing terms mean lower monthly automobile payments, they do increase the overall amount spent on credit and delay equity buildup. Make sure your budget includes all of the costs of owning or leasing a vehicle, not just your monthly payment.  In addition, don’t forget to factor in monthly parking fees and other costs such as insurance, maintenance, gas and taxes, which vary from vehicle to vehicle.

Question 4: Your credit record affects the financing terms for which you are eligible.


TRUE is the correct answer. 
Your credit record is one of the primary factors that determine the financing terms for which you are eligible. It is important that you review your credit record before applying for financing. You’ll be able to see what your creditors will see, dispute any questionable entries and correct any errors you may find. You can get free copies of your credit report once a year from each of the three nationwide credit reporting agencies by calling 1-877-322-8228 toll-free or visiting www.annualcreditreport.com. 

Question 5: The following financing factors affect the amount of the monthly payment:


ALL OF THE ABOVE is the correct answer. 

Many factors affect the amount of the monthly payment, including the price of the vehicle you would like to purchase, the amount of your down payment, the trade-in allowance (if you trade in another vehicle), the financing rate you agree to, and the length of the finance contract.

Question 6: When you finance at a dealership, you typically are entering into an installment sales contract between you and the dealership.


TRUE is the correct answer. 

When you finance at a dealership, you usually enter into a contract with the dealership to buy a vehicle by paying the purchase price, plus an agreed upon finance charge, over a certain period of time, in installments, which are usually in the form of monthly payments. Dealers typically then sell the customer’s contract to an assignee, such as a bank, finance company, or credit union. Usually, there’s no return policy for the vehicle purchase unless specified in the finance contract.
Question 7: Which of the following statements is NOT TRUE if you choose to lease, rather than buy?


YOU ARE THE OWNER OF THE VEHICLE AND YOUR NAME IS LISTED ON THE TITLE is the correct answer. 

When you lease a vehicle, you do not own the vehicle. You get to use it, but must return it at the end of the lease unless you choose to buy it at that time. When you buy a vehicle, you are the owner and hold the title. If you finance the vehicle, the lender will either have a lien on the title or hold the title until all payments are made. Once the vehicle is paid off, you're free to do as you please with it. 
Question 8: When you finance a vehicle, the creditor holds a lien on the auto title until you have paid the contract in full.


TRUE is the correct answer. 

Depending on state laws, the customer may or may not have physical possession of the title if the vehicle is financed. Sometimes the creditor will hold the title until the credit obligation is paid in full, while other times the customer will hold the title. In all states, however, the dealership, bank, credit union, or other source that is financing the vehicle typically holds a lien on the title until the contract has been paid in full. If payments are not made, the one holding the lien can repossess and sell the vehicle.

Question 9: When you purchase a vehicle, you must also purchase an extended service contract, credit insurance, and guaranteed auto protection.


FALSE is the correct answer. 

Extended service contracts, credit insurance, and guaranteed auto protection are optional products. It is important to understand the value and price of these and other optional products. If you don’t want these products, don’t sign for them.

Question 10: Late or missed payments incur late fees, but do not appear on your credit report.


FALSE is the correct answer. 

It is extremely important to make your payments on time. Late or missed payments may incur late fees AND can appear on your credit report, which may affect your ability to get credit in the future. They can also increase the interest rate you will pay. Late or missed payments could even cause your vehicle to be repossessed.

Question 11:  If you’re having difficulty making your payments, you should contact your creditor as soon as possible.

TRUE is the correct answer. 

Creditors prefer to work with their customers to understand any temporary obstacles to making scheduled payments. Without this information, creditors may have no choice but to take action. Without customer contact, creditors do not know whether a borrower is struggling or engaged in fraud. For accounts in good standing, creditors will typically wait to begin the repossession process until the borrower misses three payments. However, it’s possible for a vehicle to be repossessed after the first missed payment.

Early contact by the customer works in his or her favor by demonstrating an attempt to meet financial obligations and a desire to work with the financial institution, and it could also potentially avoid long-term damage to your credit report.

Question 12: You can get a free copy of your credit report once every 12 months.


TRUE is the correct answer. 

Your credit history may affect the finance rate you pay, so it’s a good idea to get a copy of your free credit report before heading to the dealer. This way, you’ll know what creditors will see before they do. And you may correct any errors on your report. You can get free copies of your credit report every 12 months from each of the three nationwide credit reporting agencies – Equifax, Experian, and TransUnion – by calling 1-877-322-8228 toll-free or visiting www.annualcreditreport.com. 

Question 13: With on-site dealership financing, a buyer gets a loan from his or her bank, credit union, or other financial institution to pay for a new or used auto.


FALSE is the correct answer. 

With on-site financing – also known as dealer financing – a buyer obtains financing from the dealership rather than directly from a bank, credit union, or other financial institution. The consumer enters into a contract with the dealership agreeing to pay the amount financed, at an agreed-upon finance rate, over a specified period of time. With off-site financing – also known as bank or credit union financing – the buyer gets a loan from his or her bank, credit union, or other financial institution to pay for a new or used auto.

Question 14: You may submit multiple applications for financing within a 14-day period without affecting your credit score.


TRUE is the correct answer. 

Generally speaking, multiple credit inquiries can adversely affect one’s credit score – but not if applications for auto financing are made within a limited period of time. Shopping around for vehicle financing may cause multiple lenders to request one’s credit report, even though the individual is only looking for one source of credit. To compensate for this, credit scoring software bundles auto financing inquires that are made within a 14-day period into one inquiry. 

Question 15: You may be able to refinance your vehicle loan.


TRUE is the correct answer. 

You may refinance your automobile loan at any time, provided that you qualify for the new rate. You can sometimes refinance with your current creditor – and typically there are no penalties to do so.  Before deciding to refinance, check your original contract for any conditions surrounding refinancing. You should also get an updated copy of your credit report, which will show you what creditors see, and give you a chance to correct any errors. Next, do some comparison shopping by checking annual percentage rates and other refinancing terms from the many sources available. Once you understand the terms available to you, you will be able to determine whether or not refinancing makes sense for you.

2010 AWARE©
