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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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Regulatory Refresh: Rental Vehicles
How to register and appropriately pay tax on rental vehicles is a topic that can be confusing—
and costly—for dealers. Rental vehicles are handled completely differently than service 
loaners and confusing the two, or failing to properly pay tax on a rental vehicle, can be an 
expensive mistake.

The Purchased for Rental Exemption
Vehicles that are purchased for rental may be exempt from paying use tax when the vehicle 
is registered. In order to qualify for that exemption, a vehicle must be kept in the rental fleet 
for 120 days from the date of registration and actually rented. The 120 days is measured from 
the date that the vehicle is registered not the date it was acquired or the date the application 
was sent to the county treasurer. Additionally, the dealership is required to actually rent the 
vehicle for a period of 60 days or less and collect and remit the full automobile rental tax, if 
applicable, and sales tax. Failure to do any of those three things—hold for 120 days after 
registration, actually rent the vehicle, and collect and remit automobile rental tax—will result in 
a loss of the exemption and assessment for the fee on new registration of 5% of the purchase 
price of the vehicle. 

To learn more about how service loaners can use the purchased for resale exemption, read 
“Rental Registration Mistakes Can Be Costly” from the July 26, 2017 Action Update. 

Tax on Rental Vehicles
The rental of motor vehicles in Iowa is subject to a 6% or 7% sales tax in addition to the 5% 
use tax, bringing the total tax on rental vehicles to 11% or 12%, depending on whether you 
have a local option sales tax. The extra tax applies to passenger automobiles with a rated 
capacity of 9 passengers or fewer registered using the rental exemption. Only the 6% or 7% 
sales tax is due on trucks, motorcycles, and mopeds that are rented, because the use tax is 
due on those vehicles when they are registered. 

Parking Tickets
Under Iowa law, the owner of a vehicle receives any parking tickets for that vehicle. If a 
vehicle you rented receives a parking ticket, you can provide the county attorney with a copy 
of the rental agreement as a defense.

Questions?
Contact IADA President Bruce Anderson at banderson@iada.com.

NADA Releases Guides on 
Tax Reform, Truth in Lending
NADA has recently released two guides that will help 
dealers comply with the law, A Dealer Guide to Federal 
Truth in Lending Requirements and A Dealer Guide to 
the Tax Cuts and Jobs Act of 2017. 

A Dealer Guide to Federal Truth in Lending 
Requirements is a detailed guide to the disclosure 
requirements imposed by the Truth in Lending Act and 
Regulation Z. A Dealer Guide to the Tax Cuts and Jobs 
Act of 2017 covers many of the changes created by the 
tax reform law.

Both guides are free to NADA members as a benefit of 
membership, and member dealers are encouraged to 
share the guides with their attorneys and tax advisors.

Automotive 
News Seeking 
40 Under 40
Automotive News is accepting 
nominations for dealership 
employees under 40 who are 
making a big impact at their stores. 
The honorees will be recognized 
in  Automotive News and during a 
luncheon at NADA Show 2019.

To be eligible, nominees must be 
under 40 years old on July 16, 2018. 
Nominations must be received by 
Automotive News by April 6, 2018.

http://iada.com/pagecontent/documents/072617rentals.pdf
mailto:banderson%40iada.com?subject=
https://www.nada.org/CustomTemplates/DrivenGuidesTemplate.aspx?id=21474853938&utm_term=A%20Dealer%20Guide%20to%20Federal%20Truth%20in%20Lending%20Requirements&utm_campaign=NADA%20Releases%20Truth%20In%20Lending%20Guide&utm_content=email&utm_source=Act-On+Software&utm_medium=email
https://www.nada.org/CustomTemplates/DrivenGuidesTemplate.aspx?id=21474853938&utm_term=A%20Dealer%20Guide%20to%20Federal%20Truth%20in%20Lending%20Requirements&utm_campaign=NADA%20Releases%20Truth%20In%20Lending%20Guide&utm_content=email&utm_source=Act-On+Software&utm_medium=email
https://marketing.nada.org/acton/ct/4712/s-04dc-1803/Bct/l-0345/l-0345:9/ct1_0/1?sid=TV2%3AMxR933KyZ
https://marketing.nada.org/acton/ct/4712/s-04dc-1803/Bct/l-0345/l-0345:9/ct1_0/1?sid=TV2%3AMxR933KyZ
https://www.nada.org/CustomTemplates/DrivenGuidesTemplate.aspx?id=21474853938&utm_term=A%20Dealer%20Guide%20to%20Federal%20Truth%20in%20Lending%20Requirements&utm_campaign=NADA%20Releases%20Truth%20In%20Lending%20Guide&utm_content=email&utm_source=Act-On+Software&utm_medium=email
https://www.nada.org/CustomTemplates/DrivenGuidesTemplate.aspx?id=21474853938&utm_term=A%20Dealer%20Guide%20to%20Federal%20Truth%20in%20Lending%20Requirements&utm_campaign=NADA%20Releases%20Truth%20In%20Lending%20Guide&utm_content=email&utm_source=Act-On+Software&utm_medium=email
https://marketing.nada.org/acton/ct/4712/s-04dc-1803/Bct/l-0345/l-0345:9/ct1_0/1?sid=TV2%3AMxR933KyZ
https://marketing.nada.org/acton/ct/4712/s-04dc-1803/Bct/l-0345/l-0345:9/ct1_0/1?sid=TV2%3AMxR933KyZ
http://www.autonews.com/section/underforty01
http://www.autonews.com/section/underforty01
http://www.autonews.com/section/underforty01
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Military Lending Act Interpretation Poses 
Potential Problems for Dealerships
Issues impacting sale of credit-related products can’t be solved with forms
IADA is getting numerous questions on the topic of Military Lending 
Act (MLA) compliance. Even some lender and funding sources 
are asking about the availability of “MLA-compliant forms.” The 
issues involved in the recent publicity surrounding the impact 
of the MLA on transactions involving the sale of credit-related 
products (like GAP and credit life/disability insurance) cannot be 
resolved by using a different form. The appropriate questions 
that dealers must ask themselves about MLA compliance are: 

1. Should we be offering GAP and other credit-related products 
to our customers?

2. If yes, should we be offering GAP and other credit-
related products to active duty military personnel and their 
dependents covered by the provisions of MLA?

3. If no, how do we determine whether a customer is covered 
by the provisions of the MLA?

As a starting point, it’s important to understand that the MLA 
generally exempts residential mortgages and purchase money 
automobile loans. That is why you may have never heard of the 
MLA or worried about it. In defining which loans are covered 
the law excludes “a loan procured in the course of purchasing a 
car or other personal property, when that loan is offered for the 
express purpose of financing the purchase and is secured by 
the car or personal property procured” (10 U.S.C. §987(i)(6)). 
So as long as you’re only selling and financing the purchase of 
automobiles, you are good to go and have no significant MLA 
compliance issues—regardless of the military status of the 
customer.

The problem arose when the Department of Defense recently 
issued interpretations of MLA regulations in which it stated that 
“financing credit-related costs will disqualify the transaction 
from the [financed vehicle] exceptions.” That means that until 
and unless the interpretation is amended, including credit-
related products in the transaction subjects the transaction to 
the provisions of MLA for eligible military personnel and their 
dependents. Here is what that entails (pay special attention to 
number 4): 

1. The maximum annual interest rate (MAPR) may not exceed 
36%, which includes the Annual Percentage Rate (APR) 
as calculated pursuant to the Truth in Lending Act plus 
credit insurance premiums, fees for credit-related ancillary 
products, and other fees and charges. Dealership staff does 
not have a convenient method to calculate that rate and 
commercial programs to do so are not generally available, 
especially in the automotive arena. 

2. Certain disclosures about the MAPR must be made both 
under Regulation Z and the MLA. Those disclosures must 
be delivered both orally and in writing. 

3. Arbitration provisions are prohibited. 

4. Under the current interpretation of the MLA regulations, it 
would be unlawful for a creditor to take a security interest in 

a motor vehicle sold in a transaction that also includes the 
financing of credit-related products (such as GAP and credit 
life/disability insurance). 

Verification of the customer’s MLA status through either a 
consumer credit reporting agency or the Department of Defense 
website is the only way to safely determine whether the customer 
is covered by the MLA. What the customer tells you about his 
or her MLA status is not binding or determinative. Remember 
that not all military personnel are covered (non-deployed 
National Guard and Reservists for example) and many civilians 
are covered (dependents of active military members, including 
dependent parents and parents-in-law). That means you could 
have a customer in military uniform who is not covered by MLA 
or an elderly civilian who is covered. 

If you decide to offer credit-related products, you will need to 
secure each customer’s proof of MLA status before deciding 
whether to offer GAP or credit life/disability products and retain 
the documentation for five years.

IADA strongly recommends that dealers review this issue with 
their attorney. Further guidance on the topic is available in these 
articles previously printed in the Action Update newsletter: “MLA 
Interpretation Prompts Liability Concerns” (December 27, 2017) 
and “MLA Interpretation Prompts Liability Concerns” (January 
24, 2018).

NADA and other stakeholders have on-going government 
relations efforts and advocacy to address the issue. We’ll keep 
you advised of any issues there. Contact IADA President Bruce 
Anderson at banderson@iada.com with any questions.

MLA Compliance Questions for 
Dealerships 

1. Should we be offering GAP and 
other credit-related products to our 
customers?

2. If yes, should we be offering GAP 
and other credit-related products to 
active duty military personnel and 
their dependents covered by the 
provisions of MLA?

3. If no, how do we determine whether a 
customer is covered by the provisions 
of the MLA?

https://mla.dmdc.osd.mil/mla/#/home
https://mla.dmdc.osd.mil/mla/#/home
http://iada.com/pagecontent/documents/122717MLA.pdf
http://iada.com/pagecontent/documents/122717MLA.pdf
http://iada.com/pagecontent/documents/012418MLA.pdf
http://iada.com/pagecontent/documents/012418MLA.pdf
mailto:banderson%40iada.com?subject=
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Blake Colwell of Bill Colwell Ford (center) presents Hudson High 
School students Aubrey Gronoski (left) and Olivia Kolterman (right) 
with a donation in support of the students’ Mini Dance Marathon.

Bill Colwell Ford Donates to 
Mini Dance Marathon
Bill Colwell Ford (Hudson) recently supported the 
Hudson National Honor Society’s Mini Dance Marathon. 
The students raised just under $2,000 with the help 
of the dealership. The funds raised will be donated to 
the University of Northern Iowa Dance Marathon fund, 
which will donate the money to the University of Iowa 
Stead Family Children’s Hospital and the Children’s 
Miracle Network.

Edwards of Storm Lake 
Achieves Ram Agriculture 
Dealership Certification
Edwards of Storm Lake recently became a Ram 
Certified Agriculture Dealership. To achieve the 
certification, six dealership employees completed an 
agriculture awareness curriculum.

For more information, read “Local Ram dealer joins 
agricultural elite” from the Storm Lake Pilot Tribune.

Lichtsinn RV Named Top 
Winnebago Dealership
Lichtsinn RV (Forest City) was recently named the 
number one single-location Winnebago dealer in North 
America for the fourth consecutive year.

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

Dealer NewsNotes from the Statehouse: IADA-
Backed Bill Survives Second Funnel
Despite a change in leadership at the statehouse, it was business as usual 
during the week of the second funnel as lawmakers worked to keep bills 
eligible for consideration during this session.

Former Senate Majority Leader Bill Dix resigned on Monday, March 
12, and Senator Jack Whitver, with whom IADA has a good working 
relationship, was elected by the Republican caucus to fill that position. 
IADA’s government relations team looks forward to continuing to work with 
Senator Whitver in his new role.

IADA’s bill, SF 2293, passed out of the House Transportation committee 
unanimously. The bill is now eligible for floor debate in the House, and 
is scheduled on the debate calendar for this week. The bill already 
passed out of the Senate, so if the House approves the legislation it will 
go to Governor Kim Reynolds for consideration. SF 2293 establishes a 
safety net for warranty reimbursements from manufacturers and permits 
dealerships with multiple locations to designate one business location in 
Iowa for recordkeeping and bookkeping purposes.

SF 2262, which was amended to address IADA concerns, was signed 
by Governor Reynolds. The bill allows final-stage assemblers, such as 
companies that put the utility box on a cab chassis, to deliver the completed 
vehicle to customers or to go through a franchised new car dealer to deliver 
the vehicle as they have in the past. The legislation narrowly addresses 
“multi-stage manufactured vehicles” which is defined as a “motor vehicle 
built in two or more stages in which an incomplete motor vehicle, built by 
one manufacturer, is completed by another manufacturer  who adds cargo 
carrying components or other components to the vehicle.”

Celebrate Your Dealership’s Anniversary
IADA will recognize dealerships celebrating their 25, 50, 75, and 100 year 
anniversaries during the Spring Board & Annual Meeting held April 19 in 
West Des Moines. 

Send your anniversary information to Mary Cason by April 2.

NADA's Dealership Workforce Study 
Provides Valuable Insight for Dealerships
The annual NADA Dealership Workforce Study is the only way to see 
how your dealership compares to others both regionally and nationally. 
Registration for the 2018 study is now open and IADA encourages all 
members to participate in this highly informative study.

Study participants receive a custom report as well as a trends report 
analyzing workforce data. The 2018 Dealership Workforce Study will close 
on April 30, 2018. Learn more at NADAWorkforceStudy.com.

Hawkeye Financial Services Hires 
Kyle Curtis
IADA preferred provider Hawkeye Financial Services has hired Kyle 
Curtis as a regional sales manager covering the western part of the state. 
Curtis comes to Hawkeye with more than 20 years of experience in the 
automotive retail industry, working at multiple Iowa dealerships.

He can be reached at kcurtis@hawkeyelife.com.

https://www.stormlakepilottribune.com/story/2491934.html
https://www.stormlakepilottribune.com/story/2491934.html
https://www.lichtsinn.com/blog/lichtsinn-rv-recognized-as-1-winnebago-motorhome-dealer-in-north-america-for-4th-consecutive-year/
https://www.lichtsinn.com/blog/lichtsinn-rv-recognized-as-1-winnebago-motorhome-dealer-in-north-america-for-4th-consecutive-year/
mailto:bbungert%40iada.com?subject=
https://www.legis.iowa.gov/legislation/BillBook?ga=87&ba=SF2293
https://www.legis.iowa.gov/legislation/BillBook?ga=87&ba=SF2262
mailto:mcason%40iada.com?subject=
https://www.nadaworkforcestudy.com/default.aspx
https://www.nadaworkforcestudy.com/default.aspx
mailto:kcurtis%40hawkeyelife.com?subject=

