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The Action Update newsletter is published 
every other week by the Iowa Automobile 
Dealers Association. To add people to our 
distribution list or share suggestions for 
future articles, contact Brittany Bungert at 
515.440.7620.
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Deery Brothers Electronic Vehicle Registration is Coming

Electronic vehicle registration is in the final stages of testing and will be available for new 
vehicles in 2018. The Iowa Department of Transportation plans to launch the technology in 
phases, culminating with the eventual ability for dealerships to perform electronic vehicle 
registration for every transaction. Dealerships who prefer to continue to do paper registrations 
will be able to do so.

Watch future issues of the Action Update for information about the electronic vehicle 
registration roll out. Contact IADA President Bruce Anderson with questions.

MLA Interpretation Prompts Liability Concerns
The Department of Defense 
recently issued a rule 
that significantly impacts 
dealerships that sell GAP and 
other credit-related products 
to active service members 
and their dependents.

This is a quickly developing 
situation. Funding sources 
may address the new 
interpretation with you 
soon; watch for those 
communications and, if 
possible, please share them 
with Bruce Anderson.

The following is IADA’s 
understanding of the new 
Military Lending Act (MLA) 
interpretation and is not 
legal advice. Dealers should 
consult with their legal 
counsel and other advisors.

Under the new interpretation, 
it appears that financing 
credit-related products (such 
as GAP or credit insurance) 
triggers a requirement for 
MLA compliance from which 
motor vehicle financing 
transactions are typically 
exempt. This issue relates 
only to transactions that 
include the financing of 
credit-related products and 
not those restricted to the 
financing of vehicle-related 
products, such as the motor 
vehicle, service contracts 
or extended warranties, 
and negative equity. The 

interpretation is in effect 
and is retroactive to all 
transactions since October 
3, 2016.

It appears that continuing to 
offer credit-related products 
without first determining the 
MLA eligibility status of the 
customer is no longer an 
option.

Dealers should consult 
with their attorneys and 
other advisors to make the 
business decision on how to 
proceed. IADA has identified 
three potential options 
dealerships may consider.

1. Stop selling credit-related 
products altogether.

2. Continue offering credit-
related products to all 
customers, and be MLA 
compliant with customers 
who fall under the MLA. 
Many dealers may find 
it is too cumbersome 
to comply with the MLA 
requirements. As you 
consider that decision, 
make sure to read the 
full explanation of what 
is required for MLA 
compliance.

3. Don’t offer credit-related 
products to customers 
who fall under MLA 
requirements. 

If you use options two or 

three, you will have to identify 
who is eligible through one of 
two safe harbor processes. 
Asking whether a customer 
is covered by the MLA or 
having the customer sign a 
document stating they are 
not covered will not work to 
determine MLA eligibility. 
The only safe harbor is to 
look up the customer in the 
Department of Defense’s 
MLA database or to view 
a code or indicator on a 
customer’s credit report. 
(Dealers may have to pay 
extra to have that indicator 
included in credit reports.) 
Dealers must look up the 
MLA status before the credit-
related products are offered 
and they must retain a record 
of doing so in the deal jacket.

If you are aware of a military 
member who has benefited 
from purchasing a credit-
related product, such as GAP, 
we would like to hear those 
stories. Real life examples of 
how credit-related products 
benefit members of the 
military may be helpful as 
we work with government 
agencies on this issue.

IADA, NADA, and other 
stakeholders are engaged on 
this issue and it has become 
a top government relations 
priority. Contact Bruce 
Anderson with questions.
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Van Horn Ford Chevrolet of Newhall 
Celebrates Grand Opening
Van Horn Ford Chevrolet of Newhall celebrated its grand opening on 
Tuesday, December 12. The grand opening included an official ribbon 
cutting and recognition of the two century dealerships, Grovert Motor Co.  
(Newhall) and Schallau Motor Co. (Van Horne) who sold to the Van Horn 
Automotive Group to create the new dealership.

If you have dealership news to share, let Brittany Bungert know. Send her an email or call 
515.440.7620.

Dealer News

Stay 
connected  
with IADA!

TOP Van Horn Ford Chevrolet of Newhall 
leadership cuts the ribbon during the 
dealership’s grand opening celebration. 
From left: Van Horn President Dick Strong, 
Patrick Van Horn, Executive Manager Jon 
Bell, COO Teresa Van Horn, and CEO 
Chuck Van Horn.

RIGHT Bill Grovert, former dealer at 
Grovert Motor Co. (Newhall), (left) and 
Steve Schallau, former dealer at Schallau 
Motor Co. (Van Horne), (right) accept 
lifetime achievement awards from Scott 
Saville of KCRG (center) during the Van 
Horn Ford Chevrolet of Newhall grand 
opening. Grovert Motor Co. and Schallau 
Motor Co. both were purchased by Van Horn 
Automotive Group to create Van Horn Ford 
Chevrolet of Newhall.

Doc Fee Safe Harbor Will Not 
Be Reduced on January 1
At least two financing sources have incorrectly advised 
automobile dealers that Iowa’s documentary fee 
safe harbor/cap will be reduced from $180 to $155 
effective January 1, 2018. Iowa Code §322.19A does 
provide for a reduction in the documentary fee after 
the Department of Transportation has implemented a 
statewide program to allow for electronic applications, 
titling, registering, and funds transfers for vehicles 
subject to registration. 

Iowa Automobile Dealers Association is working 
cooperatively with the Iowa Department of Transportation 
and other stakeholders to develop and implement 
such a program, but it will not be implemented by the 
statutory target date and accordingly the documentary 
fee safe harbor/cap reduction will not be triggered on 
January 1, 2018.

Selling Vehicles with 
Statutorily Unsafe Tires 
Creates Liability Risk
Iowa law provides that “any pneumatic tire on a vehicle 
shall be considered unsafe if it has: 

a. Any part of the ply or cord exposed. 

b. Any bump, bulge or separation. 

c. A tread design depth of less than one-sixteenth 
of an inch measured in any two or more adjacent 
tread grooves, exclusive of tie bars or, for those 
tires with tread wear indicators, worn to the level of 
the tread wear indicators in any two tread grooves. 

d. A marking ‘not for highway use,’ ‘for racing 
purposes only,’ ‘unsafe for highway use.’

e. Tread or sidewall cracks, cuts or snags deep 
enough to expose the body cord. 

f. Such other conditions as may be reasonably 
demonstrated to render it unsafe. 

g. Been regrooved or recut below the original tread 
design depth, excepting special tires which have 
extra under tread rubber and are identified as 
such, or if a pneumatic tire was originally designed 
without grooves or tread.”

Iowa Code §321.440

Operating a motor vehicle with an unsafe tire as defined 
above is a scheduled misdemeanor punishable by a 
fine of $20 in addition to surcharge and court costs. 
Selling or offering to sell a vehicle with statutorily unsafe 
tires constitutes a significant liability risk, including 
potential violation of the Iowa unfair and deceptive 
trade practices act.
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Regulatory Refresh: Restricting Credit Card Use
Customers frequently want to charge 
some or all of the price of a vehicle to 
accumulate frequent flyer miles or other 
perks on their credit cards. The problem is 
what to do when your customer wants to 
buy a vehicle using a credit card and you 
do not have enough of a margin to pay the 
transaction cost and still make a fair profit.

First, there is no law that prohibits you 
from limiting your customers' use of credit 
cards. However, you have contracts with 
one or more card processors or financial 
institutions to process your credit card 
transactions. Your obligations, including 
any restrictions on imposing surcharges 
are outlined in that contract.

The contracts commonly have a provision 
that prohibits you from limiting the amount 
charged (either a minimum or a maximum 
amount). In addition, the contracts may 
state that your customers may use the 
card for any product or service you sell.

The financial institutions that process 
your credit cards have their own contracts 
with the credit card companies and may 
be limited in what they can contractually 
permit. "Universal acceptance" is an 
important feature to most credit card 
companies.

IADA's best practice guidance is that 
credit card logos and decals indicating 
acceptance not be posted at store 

entrances, in the showroom, or in F&I 
offices. They should only be displayed in 
service facilities and at cashier stations 
and places where people pay for service 
but not for vehicles.

IADA does not recommend setting a 
minimum or maximum limit for the use of 
credit cards.

Technically, you may impose a surcharge 
on credit cards (but not debit cards—even 
if processed as a credit card) to cover 
your actual transaction cost for the credit 
card, but it is extremely difficult to comply 
with the requirements which are:

• Your payment processor contract 
permits surcharges (many don't).

• The surcharge does not exceed the 
lesser of the processing fee actually 
charged by the processor for that 
particular transaction or 4% (that fee 
varies card by card and transaction by 

transaction and may be impossible to 
immediately calculate).

• The surcharge is stated separately 
and you don't increase the price of the 
goods or service.

• A clear disclosure of the surcharge is 
posted at the store entrance, point of 
sale, and on customer receipts. 

• The disclosure on the receipt must list 
the actual amount of the surcharge, 
the fact that the surcharge is imposed 
by you (as opposed to the card issuer), 
and a statement that the surcharge is 
not greater than what it costs you to 
accept the credit card.

• You must notify Visa and MasterCard 
at least 30 days in advance of starting 
to surcharge customers.

Note: The focus of this article is compliance 
with credit card processing and surcharge 
rules. It does not address the fact that 
many lender agreements have “source 
of down payment” provisions and other 
provisions that prohibit the use of credit 
cards for down payments. Additionally, 
the use of a credit card for the payment 
of any portion of the purchase price of an 
automobile (or any other good or service) 
subjects the customer and merchant to 
that credit card issuer’s dispute resolution 
provisions, including chargebacks. 

2018 NADA Dealership Workforce Study
Registration has opened for the annual NADA Dealership Workforce Study.

Study participants will receive a complimentary custom report showing 
how their dealership compares both nationally and in Iowa, as well as 
a complimentary trends report analyzing workforce data nationally and 
regionally.

The 2018 Dealership Workforce Study will close on April 30, 2018.

Learn more at NADAWorkforceStudy.com.

Iowa Auto Dealer Wants to Talk to You
Work is beginning on Iowa Auto Dealer, IADA’s award-winning magazine, 
for the Spring/Summer 2018 issue. If you or someone at your dealership 
is willing to be interviewed on the following topics, please reach out to 
Brittany Bungert at bbungert@iada.com.

Career Fairs. Does your dealership participate in high school or college 
career fairs? We want to hear from you!

Dealership Pets. Does a four-legged friend wander around your 
dealership? We’re looking for photos and stories about the cats, dogs, 
and other animals that are at the dealership on a regular basis.

2017 PAC Honor Roll
The 2017 PAC Honor Roll, which recognizes 
contributors to ICAR and NADA PAC, has been posted 
online. The two PACs use dealer contributions to 
support pro-business, dealer-friendly candidates in 
Iowa and nationally.

For more information about ICAR or NADA PAC 
contact Mary Cason or ICAR/NADA PAC Chairman 
Stan Moffitt.

Thank You 2017 Sponsors
Thank you to the businesses who supported IADA 
through meeting sponsorships in 2017.

Platinum Sponsors
Cox Automotive, Hawkeye Financial Services Inc.

Silver Sponsor
LMC Insurance & Risk Management

Bronze Sponsors
American Fidelity, Arenson Law Group PC, Foster 
Group, TSYS Merchant Solutions

Technically, you may impose 
a surcharge on credit cards 
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cover your actual transaction 
cost for the credit card, but it 
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