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OKLAHOM
TAX POLICY AND RESEARCH DIVISION
TONY MASTIN, DIRECTOR

Jenny Chung
Nissan North America, Inc. 
P. O. Box 191

Gardena, CA 90248- 0191

MMISSION
PHONE ( 405) 521- 3133

FACSIMILE ( 405) 522-0063

Re: Our File Number LR -03- 081; 

Taxability of Retail Balloon Contract transaction options

Dear Ms. Chung: 

This is in response to your request for a determination of the taxability of the
transactions listed in your correspondence as Retail Balloon Contract. I have restated

your questions below, followed by our responses. 

will be financing automobiles under a type
of contract called a Simple Finance Charge Retail
Installment Contract with Balloon Payment

hereafter called "Retail Balloon Contract"). 

Under a Retail Balloon Contract, the consumer

makes regular monthly installment payments; 

however, the final installment is a balloon payment. 
The specifics of the Retail Balloon Contract are
discussed below. 

Explanation of Retail Balloon Contract

The transaction begins when the consumer signs a

Retail Balloon Contract for the full sales price of the

selected vehicle, including applicable taxes. Sales

taxes are computed and charged on the value of the

vehicle, plus any other taxable items. The consumer
takes title to the vehicle. The dealer immediately
assigns the Retail Balloon Contract to

funds the dealer for the full amount including
applicable taxes, then, holds a security interest
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in the vehicle. The dealer remits the taxes to
government agencies. 

The consumer makes monthly installment

payments to for the term of the Retail
Balloon Contract. At the time the last installment
the Balloon Payment) is due, the consumer has 3

options for terminating the Retail Balloon

Contract. 

1) " Payment Option" - pay the last installment. 
2) " Refinance Option" - re -finance the last

installment. 

3) " Return Option" - return the vehicle with the

following agreement: 
a) The consumer must pay any Excess Mileage
Charge miles over the allowance specified

in the Retail Balloon Contract. This charge is
stated in cents per mile. 

b) The consumer must pay any Excess Wear
and Use Charge. The Excess Wear and Use

charge is the specific cost of making repairs
or replacements from conditions that are not
the result of normal wear and use." 

Questions

1. Under a Retail Balloon Contract, is the consumer' s acquisition of the vehicle
considered to be a sale or a lease? 

Our Response: The transaction would be considered a lease. See Commission
Rule 710:65- 1- 11 subsection (b) and ( i). 

2. Under the " Return Option" ( item 3 above), is the Excess Mileage_Charge taxable? 

Our Response: No. 

3. Under the " Return Option" ( item 3 above), is the Excess Wear and Use Charge
taxable? 

Our Response: No. 

Enclosed find Copy of Commission Rule 710:65- 1- 11. If I can be of further

assistance please contact me. 

This response applies only to the circumstances set out in your request of April 14, 2003. 
Pursuant to Commission Rule 710: 1- 3- 73( e), this Letter Ruling may be generally relied
upon only by the entity to whom it is issued, assuming that all pertinent facts have been



accurately and completely stated, and that there has been no change in applicable law. If
I can be of further assistance, please feel free to contact me. 

Si erely,  

rends J. Sullivan


