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The Anderson Report: Solving Service Tech Shortage
BY IADA PRESIDENT BRUCE ANDERSON

We have it in our power to solve this state’s 
critical shortage of automotive service 
technicians. The time-honored approach 
of hiring technicians away from your fellow 
dealers is not what I have in mind. While that 
solution might address a short-term staffing 
issue in a single dealership it does nothing 
to address the real issue: There are not 
enough men and women properly trained 
in automotive technology to fully staff your 
service departments. Please notice that I 
said “and women.” 

It seems to me that the solution is a fairly 
simple three-step process: 

1. Identify students who have the aptitude 
and willingness to pursue this rewarding 
career;

2. Train those students;

3. Put the new automotive technicians 
created in step two to work in Iowa’s car 
and truck dealerships.

Simple, huh? Most things are if you don’t 
over think them. So here’s my plan. It is up 
to us, Iowa’s automobile dealers and the 
people who staff their dealerships to identify 
Iowa’s future service technicians. Do not 
rely on school guidance counselors to do 
this. IADA will continue to send scholarship 
applications and automotive career data to 
those folks and the community colleges will 
promote their academic programs, including 
automotive technology. But face it—most 
high school guidance counselors just are not 
trained nor likely to send their students our 
way. We have to go find them ourselves. 

You know someone who would make a good 
service technician. Each of your co-workers 
does too. I’m serious. Every one of us 
knows a student who should be considering 
automotive technology as a vocational 
education and career goal. We would go a 
long way toward fulfilling step one if each of 
us told the person whose name has already 
come to mind what a great career it is to work 
in an automobile dealership. As long as you 
are having that conversation with him or her 
anyway, you should share this brochure and 

the IAD Foundation for Education scholarship 
application.

Step two is a bit harder. It takes time 
and money to turn students into service 
technicians. But there is something every 
single one of us can help with. Supporting 
the automotive technology program at your 
local community college is a great place 
to start. They are looking for things like 
mentors, internships, used auto parts that 
you are throwing away, and maybe even a 
high mileage/low value vehicle that would do 
a lot more good in a community college auto 
lab than it would in a salvage yard crusher. 

We can all help with those scholarships I 
mentioned above, too. As a result of the 
contributions of hundreds of dealers and 
others since its inception, the IAD Foundation 
for Education is prepared to award twenty 
$2,500 scholarships for the next academic 
year.  

As exciting as that it is, it’s not enough. We 
can and must do more to increase both the 
number and value of those scholarships. That 
takes money. And every bit helps. To those 
who included a voluntary IAD Foundation 
contribution with your annual dues remittance, 
I join the yet unnamed scholarship recipients 
and future service technicians in saying thank 
you. And to everyone reading this, I also say 
“please.” Please consider a contribution. 
Whether it be a transforming gift like the 10 
named scholarships or something as simple 
as designating IAD Foundation for Education 
as the recipient of 0.5% of the amount you 
spend on Amazon purchases, it all helps. 

It helps the industry. It helps your business. It 
helps that student who is going to be your co-
worker in a couple of years. It helps take care 
of step three. Please think about it. I hope the 
conversation you have with that student you 
thought about a couple of paragraphs ago 
will convince you to get out your checkbook 
or click on that Amazon link. I’d love to talk 
with you about it. So would IAD Foundation 
for Education Executive Vice President Mary 
Cason. My phone number is 515.440.7630. 
Hers is 515.440.7625.

http://files.constantcontact.com/9f497f7a001/261657aa-2d32-4c76-bcfa-3167a54435a8.pdf
http://www.iada.com/pagecontent/documents/2019ScholarshipApplication.pdf
http://www.iada.com/pagecontent/documents/2019ScholarshipApplication.pdf
https://smile.amazon.com/gp/chpf/about/ref=smi_aas_redirect?ie=UTF8&%2AVersion%2A=1&%2Aentries%2A=0
https://smile.amazon.com/gp/chpf/about/ref=smi_aas_redirect?ie=UTF8&%2AVersion%2A=1&%2Aentries%2A=0
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Dealer News
Rich Willis 2018 Business Hall 
of Fame Inductee
Rich Willis of Willis Auto Campus (Clive) is one of 
four 2018 inductees into the Iowa Business Hall of 
Fame. Willis will be honored during the Greater Des 
Moines Committee’s Annual Black Tie Dinner. 

Wes Finch Auto Plaza Donates 
to Dance Marathon
Wes Finch Auto Plaza (Grinnell) donated $1,000 to the 
Wartburg College Dance Marathon. The organization 
won the dealership’s monthly Facebook charitable 
giving contest.

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

*Early Bird Rate ends January 15, 2019, when ticket 
prices increase to $100.
A special IADA room rate is available at the Hilton Des 
Moines Downtown. Use group code IAD when booking.

Tickets  
$75 per person*

To order, call 800.869.1900.

Presented By

Centennial Gala
featuring special guest  

Terry Bradshaw

April 5, 2019
5:30–10:00 p.m.

Hilton Des Moines Downtown

Applications Available for 
$2,500 Scholarships
The Iowa Automobile Dealers Foundation for Education will award up to 
20 scholarships of $2,500 to students interested in pursuing careers in the 
automotive industry. 

The scholarship application and guidelines are available on IADA’s 
website. Applications must be received by 5 p.m. on March 1, 2019.

Scholarship recipients must be committed to working in a dealership after 
graduation. Areas of study previous scholarship recipients have pursued 
include:

• Accounting

• Automotive technology

• Business

• Collision repair

• Diesel technology

• Marketing

For more information about the IAD Foundation for Education scholarships, 
contact Mary Cason at mcason@iada.com or 515.440.7625.

The Difference Between ELT and ERT
Electronic Lien & Title (ELT) and Electronic Registration & Titling (ERT) 
may sound similar, but they are two different programs implemented by 
the Iowa Department of Transportation.

The ERT program, which is currently being tested by pilot dealers, will 
allow dealers and counties to exchange the information necessary to 
register and title vehicles electronically.

The ELT program, which allows the DOT and lienholders to exchange 
vehicle and title information electronically, has been in place for several 
years. ELT eliminates the need to print and mail paper titles by allowing a 
lienholder to alert the DOT electronically when a lien has been released.

According to the DOT, benefits of ELT include:

• Electronic confirmation for lienholders that the lien has been recorded.

• The ability for lienholders to release liens electronically.

• Faster notification when the lien is satisfied.

• Reduction in title fraud by elimination of a paper title that may be 
tampered with or manipulated.

• Reduction in lost titles.

• Better protection for dealers against failed financing.

• Reduction in the time needed to obtain a lien release for a vehicle 
taken in on trade.

• Reduced costs.

https://www.dsmpartnership.com/news-media/news/iowa-business-hall-of-fame-honors-ric-jurgens-gage-a-kent-michael-l-duffy-and-rich-willis-as-2018-inductees
https://www.dsmpartnership.com/news-media/news/iowa-business-hall-of-fame-honors-ric-jurgens-gage-a-kent-michael-l-duffy-and-rich-willis-as-2018-inductees
mailto:bbungert%40iada.com?subject=
http://www.iada.com/pagecontent/documents/2019ScholarshipApplication.pdf
http://www.iada.com/pagecontent/documents/2019ScholarshipApplication.pdf
mailto:mcason%40iada.com?subject=
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Independent Dealership Manager Pleads Guilty to 
Money Laundering Charge
The general manager of a Mason City independent automobile 
dealership has entered a guilty plea to a federal criminal charge 
of money laundering and is facing up to 20 years in federal 
prison without parole followed by a period of up to three years 
of supervised release and a fine of $250,000. The charge arose 
from an undercover law enforcement investigation in which 
the dealership employee agreed to structure a motor vehicle 
transaction by accommodating a “customer’s” request to title 
the vehicle in a straw purchaser’s name and not report a cash 
payment in excess of $10,000. 

The Mason City Globe Gazette coverage of the investigation and 
charges is a worst-case example of intentional non-compliance 
with federal cash reporting rules, but even unintentional 
mishandling of a cash transaction arising from misunderstanding 
or ignorance of the cash reporting rule can result in significant 
penalties.

This case demonstrates the requirement that every dealership 
understand and comply with federal cash reporting rules. IADA’s 
best practice recommendation is that each dealership designate 

a restricted number of management staff who may discuss cash 
transaction rules with customers and establish and enforce a 
policy prohibiting all other employees from even discussing the 
matter with customers. A template policy which can be adapted 
to the individual needs of each dealership is set out below. 

Dealers are encouraged to familiarize themselves with the 
requirements of the cash reporting rule with the following 
resources: 

1. IADA’s Summary of the $10,000 Cash Reporting Rule

2. NADA’s Driven NADA Management Series: A Dealer Guide 
to Federal Tax Issues

3. Internal Revenue Service: Form 8300 and Reporting Cash 
Payments Over $10,000

The IADA and NADA resources are password protected 
and available only to IADA and NADA members. If you have 
trouble logging on or need credentials please contact IADA at 
800.869.1900.

POLICY TEMPLATE
To: All Sales, F&I, Title, and Cashier Staff

From:

Date:

Subject: Cash Reporting Rule

Federal law requires us to report to the Internal Revenue Service if we receive more than $10,000 cash for any 
one sale, or for a series of related sales. Certain kinds of checks are considered to be cash for purposes of the 
reporting requirements. The purpose of the law is to assist the government in investigating possible criminal or tax 
violations by directing the government's attention to unusual or suspicious transactions. Some violations of this law 
are subject to civil and criminal penalties for the dealership and for dealership employees.

This dealership will comply with all of the cash reporting laws and regulations. You are forbidden to answer 
any questions about the cash reporting rule. There is only one answer to any questions about the cash reporting 
rule: "I don't know anything about that. You'll have to talk to___________.”

You are required to sign a copy of this memorandum and are thereby acknowledging and making the following 
statement:

"As a condition of my employment, I agree not to discuss cash reporting laws with customers. All customer questions 
concerning this subject will be referred to________. In addition, I agree never to structure payments in such a way 
as to avoid the cash reporting requirements. I understand that structuring transactions may constitute a violation of 
federal law which could result in a felony conviction.

I also agree to promptly inform___________ if a customer tells me that he or she is paying for a vehicle in such a 
way as to avoid the cash reporting rule.

Violation of this policy may lead to discipline, up to and including termination of my employment."

_____________________________________

Signature of Employee   Date

https://globegazette.com/news/local/crime-and-courts/make-that-paper-disappear-mason-city-car-dealer-admits-to/article_5c4a4dd5-4782-5a80-8736-ea954e7fe29c.html#tracking-source=home-top-story
http://iada.com/MembersOnly/LegalLibraryView.aspx?pid=329fb54e-b0f1-47d8-b6ad-9105b43ddbb7
https://www.nada.org/WorkArea/DownloadAsset.aspx?id=21474848117
https://www.nada.org/WorkArea/DownloadAsset.aspx?id=21474848117
https://www.irs.gov/businesses/small-businesses-self-employed/form-8300-and-reporting-cash-payments-of-over-10000
https://www.irs.gov/businesses/small-businesses-self-employed/form-8300-and-reporting-cash-payments-of-over-10000
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ICAR: Last Chance to Contribute for 2018
ICAR contributions must be received by December 19, 2018 to be included 
in the 2018 PAC honor roll. 

To make a contribution, contact Mary Cason. She can be reached at 
mcason@iada.com or 515.440.7625.

Personal (not corporate) checks can also be mailed to:
1111 Office Park Road
West Des Moines, Iowa 50265

IADA Holiday Schedule
IADA will be closed December 24, December 25, and 
January 1.

IADA Printing & Promotions customers ordering 
product shipped from IADA need to have orders placed 
by 1 p.m. on Friday, December 21. Any orders received 
after that time will not ship until Wednesday, December 
26 for a Thursday delivery.

Regulatory Refresh: Powers of Attorney
A power of attorney permits one person to act as agent for 
another person for whatever purpose is specified in the power. 
They are frequently used in motor vehicle transfers.

Non-Secure Powers of Attorney
A non-secure power of attorney form may be used when making 
assignment of titles, applying for a title or duplicate title, noting 
security interests, and making odometer statements. An owner 
may give a non-secure power of attorney to anyone other than 
the buyer (not the dealer) to note the odometer reading on the 
title. The non-secure power of attorney cannot be used to give 
the selling dealer power of attorney to do the paperwork for the 
buyer.

The original must be surrendered to the county treasurer. The 
county treasurer must either retain the original power of attorney 
form or a certified true copy of the power of attorney form.

There is a separate, secure power of attorney form to be used if 
the buyer is acting as attorney for the seller.

Secure Powers of Attorney
If a title to your customer’s trade-in vehicle is lost or at the 
lienholder, you may use the secure power of attorney form. A 
secure power of attorney form is printed on special security 
paper, and may be purchased from IADA Printing & Promotions.

Complete Part A of the secure power of attorney form. Make a 
copy and give it to your trade-in customer. If the title shows up 
before you have sold the vehicle, you will note the mileage on 
the title. When you sell the vehicle to an Iowa resident, submit 
the original power of attorney to the county treasurer when you 
turn in the vehicle title. If you sell the vehicle to an out-of-state 
resident, the original power of attorney will go with the title.

Iowa law permits you to display a vehicle for sale for 30 days 
if the vehicle title is at the lienholder and if the dealer has paid 
off the lienholder. If you sell the vehicle before the vehicle title 
has arrived, fill out Part B of the secure power of attorney form, 
making the odometer disclosure to your buyer. Once the title has 
arrived, Part C is to be completed by the dealer and the original 
power of attorney will be surrendered to the buyer’s county 
treasurer.

Keep a copy for your files. If you don’t sell the vehicle within the 
30 days, you must move it away from your inventory and not 
display it for sale until you have a title.

The same individual (dealership employee) who has completed 
one portion of a power of attorney form need not be the person 
who completes the other sections. For example, West End 
Ford Sales Representative John Doe could sign Part A of the 

power of attorney on the trade-in sale, and West End Ford Sales 
Representative Jane Roe could complete and sign the disclosure 
on Part B of the power of attorney on the resale.

However, you can’t have two different employees sign as buyer 
and seller in Part A (or in Part B). All employees of the dealership 
are considered to be representatives of the dealer. Therefore, 
you cannot have two different people sign on behalf of the dealer 
to get around the prohibition against one person signing as both 
the transferor and the transferee.

Corrections are not permitted on an application for title or a 
secure power of attorney. (There may be a rare occasion when 
the county treasurer and DOT Enforcement agree that the error 
is obviously harmless and will permit it. If you get in a real bind, 
bring the error to the attention of the county treasurer.)

When the title arrives, the dealer may fill out the assignment 
portion of the title using the same information as on the secure 
power of attorney.

Procedures for Using Secure Power of Attorney
If you have the title:

• Use the odometer statement on the back of the title.

• Keep a copy of the front and back of the title for five years.

If the title is lost or at the lienholder:

• Complete Part A of the secure power of attorney. Give a 
copy of it to the seller.

• If the title shows up before you sell the vehicle, fill out the 
assignment portion of the title on behalf of the seller. Turn in 
the original secure power of attorney to the county treasurer 
when you turn in the title. Keep a copy of the secure power 
of attorney for five years.

• If you sell the car before the title arrives, have the buyer fill 
out Part B of the secure power of attorney form. (It is not 
necessary for the same dealership employee to sign parts A 
and B.) Give a copy to the buyer.

• If you have filled out both A and B, complete Part C when the 
title arrives. Fill out the assignment portion of the title and 
turn in the original secure power of attorney form when you 
return the title to the county treasurer. Keep a copy of the 
secure power of attorney form for five years.

If you don’t have the title for some other reason:

• Get the title. You cannot use a power of attorney. The buyer 
must sign the title.

mailto:mcason%40iada.com?subject=
http://www.iada.com/Catalog/Search.aspx?keyword=secure+power+of+attorney
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November New Vehicle Registrations Up 4.72%
Iowans registered 10,024 new vehicles in November, up 4.72% from the same month in 2017. The total number of new vehicles 
registered so far in 2018 is 126,514, down 0.35% from the same point last year.

IADA obtains new vehicle registration reports from Reg-Trak Inc. For more information on how you can order your own customized 
reports, contact Scott Quimby at 877.335.2525.

Biggest Registration Increases 
November 2017–November 2018

Make Nov. 2017 Nov. 2018 Change Percent 
Change

Chevrolet 2,065 2,190 125 6.05%

Jeep 518 624 106 20.46%

Honda 575 658 83 14.43%

Tesla 1 77 76 7600%

Ram 457 527 70 15.32%

Nissan 479 539 60 12.53%

GMC 434 486 52 11.98%

BMW 33 76 43 130.30%

Subaru 329 360 31 9.42%

Volkswagen 104 131 27 25.96%

Biggest Registration Decreases 
November 2017–November 2018

Make Nov. 
2017

Nov. 
2018

Change Percent 
Change

Ford 1,811 1,710 -101 -5.58%

Buick 302 218 -84 -27.81%

Mazda 107 63 -44 -41.12%

Lincoln 70 43 -27 -38.57%

Mitsubishi 62 42 -20 -32.26%

Audi 74 57 -17 -22.97%

Lexus 89 76 -13 -14.61%

Jaguar 13 2 -11 -84.62%

Acura 39 30 -9 -23.08%

Mercedes-Benz 50 44 -6 -12.00%
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mailto:scott%40reg-trak.com?subject=


As they do each fall, the IRS recently announced adjustments affecting the dollar limitations on 401(k) plans, 
IRAs and other retirement-related items for tax year 2019. While the changes from 2018 to 2019 were not 
drastic, there are a few items to note. 

 
The contribution limit for employees who participate in their 401(k) plan will be increasing from $18,500 to $19,000 with the catch-up 
contribution limit unchanged at $6,000 for employees age 50 and up. IRA contributions will increase from $5,500 to $6,000 with 
a catch-up contribution limit of $1,000. For lower- and moderate-income employees, the income limit for the Saver’s Credit will be 
increased to $64,000 for married couples filing jointly and $32,000 for singles. 

 

As a business owner and plan sponsor, you may find that a few key changes could impact your personal situation: 

• The Annual Compensation Limit affecting 401(k) plans has been increased to $280,000. 

• The Limitation for Defined Contribution Plans has been increased to $56,000. 

• The maximum amount of earnings subject to the Social Security tax (taxable maximum) will increase to from $128,400 to $132,900. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Social Security Tax Maximum Earnings $128,400 $132,900 

This was brought to you by the NADA Retirement Program 
from Empower Retirement, our partner for dealership 
401(k) solutions. Empower provides service excellence, 
constant innovation, thought leadership and outstanding 
people to help plan sponsors and participants get involved 
in and help plan for their financial future. The National 
Automobile Dealers Association and Empower have created 
a unique relationship through which Empower offers 
flexible, competitive 401(k) plans with an award-winning 
service model and fiduciary support at a negotiated NADA 
member price. If you work with a local financial professional, 
be sure to ask them about the NADA Retirement Program 
or visit nadaretirement.com. 

 

 
 
This material has been prepared for informational and educational purposes only and is not intended to provide investment, legal or tax advice. 

 
Securities offered or distributed through GWFS Equities, Inc., Member FINRA/SIPC and a subsidiary of Great-West Life & Annuity 
Insurance Company. 
Great-West , Empower Retirement  Great-West Investments    the marketing names of Great-West Life &   Company, 
Corporate Headquarters: Greenwood Village, CO; Great-West Life & Annuity Insurance Company of New York, Home Office: New York, NY, and their 
subsidiaries and affiliates, including registered investment advisers Advised Assets Group, LLC and Great-West Capital Management, LLC.  
©2018 Great-West Life & Annuity Insurance Company. All rights reserved. 460000-01-FLY-10386-1711 AM652005-1118 

noted: Not  Deposit  Not    Not      Lose Value  Not    Federal Government  

 

Contact your dedicated NADA Retirement Director, 
Todd Adrian I 970-581-8633 I  Todd.Adrian@empower-retirement.com 

 

Description 2018 2019 

Maximum Pretax 401(k) Contribution 
(not including catch-up contributions for participants age 50 and older) 

 

$18,500 
 

$19,000 

Catch-Up Contribution Limit 
(for participants age 50 or older) $6,000 $6,000 

Annual Addition Dollar Limit 
(not including catch-up contributions for participants age 50 and older) $55,000 $56,000 

Compensation Limit $275,000 $280,000 

Compensation Limit for Highly Compensated Employees $120,000 $125,000 

Compensation Limit for Key Employee Officers $175,000 $180,000 
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2018 Year-End Checklist for Dealers
FROM WOODWARD & ASSOCIATES

As another tax year comes to a close, it is time to consider your 
tax planning opportunities. The tax law passed last December 
(TCJA) could have a major impact on your business and personal 
income tax returns. 

Year-End Planning

1. The C corporation tax rate has been reduced to 21%. The 
tax rate for dividends paid from a corporation are taxed at 
the same rate as prior years, which includes the qualified 
dividend rate of 15/20%.

2. Dealers who own and operate their business as a pass-
through entity such as partnerships and S corporations 
are entitled to a deduction of up to 20% of their qualified 
business income (QBI).

3. Dealerships with average gross receipts of more than $25 
million will no longer be allowed use bonus depreciation. 
This was a trade-off in the TCJA for dealers to not be subject 
to the new 30% interest expense limit. Dealers can still take 
advantage of Section 179 expensing. For 2018, the Section 
179 expensing limit is $1 million and the investment ceiling 
limit is $2.5 million. Consider placing eligible assets into 
service before the end of 2018 to take advantage of this 
expensing limit.

4. Beginning in 2018, deduction of dealership losses cannot 
exceed the excess business loss (EBL) limit. An EBL exists 
if the aggregate losses and deductions from a taxpayer’s 
trades or businesses exceed the sum of $500,000 for 
married filing joint taxpayers or $250,000 for other taxpayers. 
Consider planning year-end revenue and expenses to avoid 
being subject to this limit if you anticipate a loss.

5. Confirm you have made all required personal and corporate 
income tax deposits for 2018 and see that your personal 
income tax withholding is adequate. 

6. Consider maximizing your retirement contributions ($55,000 
for defined contribution plans). This $55,000 limit includes 
your employee-elected deferrals ($18,500 for 2018). An 
additional $6,000 catch up deferral is allowed for age 50 or 
over.

7. If you or the dealership owns stock that has unrealized 
losses, consider discussing with your tax or investment 
professional the benefit of selling them by year-end to offset 
realized gains recognized earlier in the year.

8. Confirm you have substantiation for your 2018 meal and 
travel expenses. Travel expenses continue to be 100% 
deductible. Meals, including those provided to employees, 
are 50% deductible. Entertainment expenses are no longer 
deductible.

9. Accrued interest on loans from shareholders and other 
related parties, as well as rents, must be paid in order for 
the dealership to deduct these amounts in the current year.

Keep the Accounting Records Open at the End of December 

1. Record December finance chargebacks in December. 

2. Maximize LIFO deductions. Record all new vehicles that 
were built and invoiced in 2018 as vehicle purchases in 2018 
by keeping the new vehicle purchase journal open the first 
few days of 2019.

3. Keep your accounts payable journal open to record all 2018 
expenses in 2018, including advertising, interest, utilities, 
telephone, gasoline, data processing, insurance, etc.

4. Adjust your property tax payable account to equal at least 
the total you actually paid in 2018.

5. If any vehicle deal is not a 100% completed deal in 2018 
(all paperwork and funding in 2018), then treat it as a 2019 
vehicle sale.

6. Make sure all miscellaneous inventories are adjusted to 
actual, including labor inventory, sublet, gas-oil-grease, 
body shop materials, etc.

7. Distributions paid to S corporation shareholders should 
be equalized in accordance to their ownership percentage 
before year-end.

8. You must include a reasonable estimate of your LIFO 
adjustment for the year on all versions of your December 
financial statements. There are no exceptions. If there is 
not a separate LIFO cost of sales account, charge the LIFO 
estimate to cost of sales in a cost account that has no other 
activity.

9. Compare your actual parts inventory to the accounting 
parts inventory and make adjustments where appropriate. 
Have your parts manager determine which parts should be 
considered worthless. Subject to your review, dispose of 
these parts by year-end.

10. All wages and commissions paid in 2019 for 2018 services 
should be accrued in 2018. Make sure the first payroll in 
2019 (even though some portion of the payroll was for 2018 
services) is not included on your W-2s for 2018, but will 
instead be on the W-2s for 2019. 

a. All accrued payroll for non-shareholders must be paid 
no later than March 15, 2019 for it to be deductible in 
2018. 

b. If you are a C corporation, make sure you pay any 
salaries, commissions, or bonuses to stockholders and 
related parties in December (if their ownership exceeds 
50% including related party interests) in order to take a 
2018 tax deduction.

c. If you are an S corporation, wages to a shareholder 
cannot be accrued and deducted for tax purposes. You 
must pay them in 2018 and include the wages on the 
2018 W-2.

11. Reconcile, where possible, all balance sheet accounts 
before closing the year.

Additional Year-End To-Do’s

YEAR-END, continued on page 8
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YEAR-END, continued from page 8

1. If you are not on LIFO for used vehicles, adjust all of your  
used vehicles to current wholesale market value at year-end. 
On an annual basis, used vehicle LIFO should be discussed 
with your tax advisor. 

2. Businesses should consider the “de minimis safe harbor 
election” to expense the costs of lower value capital assets, 
materials, and supplies. Regulations allow businesses to 
write-off small asset purchases. The safe harbor amount that 
can be written off is up to $5,000 per item or invoice if you 
have an audited financial statement and $2,500 if you do 
not. However, you can set a write-off policy at any level that 
is material to you. In light of the qualified business income 
deduction (QBID), you may want to re-evaluate the election.

3. Review all past due accounts receivables, including 
employee receivables. Write off those receivables that are 
not collectible.

4. Review prepaid assets and expense all items in this account 
that are not valid as prepaid at year-end.

5. All payroll tax and sales tax payable accounts must equal 
the actual amount of the applicable taxes paid in 2019 for 
the 2018 fourth quarter and year-end filings. Investigate 
variances. The year-end payroll tax accrual can only include 
taxes owed on wages actually paid in 2018.

6. Compute the December 31, 2018 accrued vacation wages 
payable and adjust the books accordingly. Accrued vacation 
wages paid January 1, 2019 through March 15, 2019 are 
deductible in 2018 for tax purposes. No vacation accrual is 
allowed for any shareholders.

Year-End Tax Reporting

1. IRS Form 1099-MISC must be issued to all businesses 
that are not incorporated (including LLCs) and received 
$600 or more during 2018 for payment of services, awards, 
commissions, or fees for services. A Form 1099-MISC must 
be issued for payments to an attorney even if they are 
incorporated. When preparing the 1099, for those vendors 
from whom you purchased parts in conjunction with a service, 
you must report the total payment made to them on the 1099. 
Also, Form 1099-MISC must be issued for all rents paid to 
non-corporate taxpayers, including shareholders, and Form 
1099-INT must be issued for interest paid to shareholders 
and any other individuals. The deadline for filing 1099s is 
January 31, 2019, for both paper and electronically filed 
Box 7 non-employee compensation. All other 1099s are 
due February 28, 2019 if paper filed and April 2, 2019 if 
electronically filed.

2. W-2s for S corporation shareholders must include in wages 
health insurance premiums paid by the corporation. This 
amount is not subject to Social Security or Medicare tax. If 
the dealership pays the insurance premiums on behalf of the 
shareholders’ children who are employees of the dealership, 
the children’s W-2s must include the insurance premiums.

3. Under the Affordable Care Act, if you have 50 or more full-
time or full-time equivalent employees, you are considered 
an Applicable Large Employer (ALE). ALEs are required 
to complete Form 1095-C, Employer-Provided Health 

Insurance Offer and Coverage for all full-time employees. 
The deadline for providing the forms to employees is January 
31, 2019.

Review Procedures for the Use of Demonstrators to Ensure 
You Comply With the Current IRS Regulations

1. All individuals who are provided a demo to drive should sign 
a written demonstrator agreement.

2. There are two IRS approved methods that can be used for 
full-time salespersons. The first method provides them with 
tax-free use of the demo. This method is fairly complicated 
and restrictive. The second method, used by most dealers, is 
the partial exclusion method. Under this method, an amount 
is added to wages on a monthly basis. The IRS has provided 
daily income amounts based on the value of the vehicle. For 
example, for a vehicle valued at $40,000 the daily inclusion 
is $9. Under this method, employees are not required to 
maintain logs.

3. For employees who are not full-time salespersons and any 
other individuals who drive demos, the annual lease value 
method is used. The amount included in income is based 
on personal-use mileage and the IRS annual lease table. 
The IRS requires that logs be maintained in order to verify 
business versus personal use of the vehicle.

4. The amount included in income is to be added to each 
employee’s W-2. Non-employee family member income 
amounts must also be included in the employee’s W-2. 
This income is subject to Social Security and Medicare tax. 
Shareholders not on the payroll and any other non-employees 
must be issued a Form 1099-MISC for the income. 

5. You can obtain more information about the personal use 
of autos including sample demonstrator agreements by 
requesting our Dealer Demonstrator Guidelines.

Other

1. Form 8300 must be filed if you receive cash in excess of 
$10,000 from a customer. This includes cashier checks, 
money orders, and traveler’s checks except those issued by 
financial institutions requiring a lien on the vehicle.

2. If the dealership has a Section 125 plan (cafeteria plan), make 
sure eligible employees complete the 2019 election forms 
before the first 2019 payroll. Remember that stockholders 
owning more than 2% in S corporations (LLCs, etc.) are not 
eligible to participate.

3. If you offer a health care Flexible Spending Arrangement 
(FSA) as part of your cafeteria plan, in order for it to be a 
qualified benefit under a cafeteria plan the maximum salary 
reduction contribution to the health care FSA for 2019 is 
limited to $2,700. Stockholders owning more than 2% in an 
S corporation or an LLC are not eligible to participate.

Woodward & Associates is an IADA associate member based 
in Bloomington, Illinois. Carl Woodward can be reached at 
309.662.8797 or carlswoodward@cpaauto.com. 
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