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The coming of autonomous vehicles is
presaged by the technology that already exists in
automobiles. This technology is growing daily
and therace is on to see who will own the “tablets”
that vehicles will become. Manufacturers are
aware of the threat technology poses. Why else
would GM have invested in $500 million in
Lyft, or would Toyota and Uber have signed an
agreement to cooperate on mobility services?
But the challenge to be first is a difficult one.
When competing with Google and Apple, you
better bring your “A” game.

And how many of us believe the factory
is going to create the ultimate customer
experience? My wife’s car requires a different
4-digit code to sync her Bluetooth than mine.
There are too many calls and time wasted as
a dealer fields calls from customers trying to
decipher the inscrutable nature of blue tooth
and NAV systems. The experience needs to
be seamless, so it just happens, and customers
say, “Wow, how did it do that?” and move on,
enjoying the technology and their cars.

The example of PCs is instructive as to the
first to market principle. Apple did this with
the iPhone, creating a product that everyone
wanted and still wants. Once third-party-
owned software dominates the automotive
space, the manufacturer will be weakened.

Third parties may license their software to
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manufacturers or sell it directly to dealers as

add-ons. In either case, the technology in a
vehicle may create additional revenue streams
for dealers, sold completely independently from
the vehicles. That day is most likely still in the
future, but the changes are already being felt.

But where do dealerships fit in? How can they
be part of this mobility surge?

If you ask a dealer what his or her most
important asset is, he or she will often mention
“people” first. Next, the dealer will mention the
brand. Perhaps the dealer will mention the real
estate and then grumble about the monthly
expense of rent, maintenance, and factory image
upgrade costs. Inventory — the actual vehicles
— is seldom mentioned. Inventory is just steel,
glass, and rubber, burning money each minute
it sits on the hot asphalt. As with any business,
the faster inventory turns, the more money to

the bottom line.

and analyzed before use.

Disclaimer: The Defender articles do not constitute legal advice and are not independently verified. Any opinions
or statements contained in articles do not reflect the views of NADC. Cases cited in articles should be researched
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There is no doubt the OEMs want to be cutting edge. Technology is
an opportunity to sell more cars by speeding up the sales process, which
is infinitely too long. By the time a customer arrives at the dealership,
he or she has made the buying decision. The only question is how long
will it take. Dealerships should be able to initiate another conversation
with a customer: Would you like to sign up for a “service” that makes
your car a Wifl spot and syncs it to your phone and tablet and home?
How about a software that will remind you of appointments as you
drive and deliver texts to others automatically if you reschedule a
meeting or, based on driving time due to traffic, you are going to be
late. That software orders your groceries, too, so they will be waiting
when you get to the store, or have them delivered the next day. It will
turn on the lights in your wired home as you pull up the driveway.

Dealers, however, may be slow to offer such software-based services,
because there are so many vendors out there. It is dizzying. I will admit
it. I am an early adopter. I bought one of the first Betamax players
because it was much “better” than VHS. I have spent way too much
money and time paying for technology that quickly becomes obsolete.
I no longer do so. Dealers wanting to avoid this expensive trap may
be paralyzed by indecision. The manufacturers are unlikely to rise to
this challenge by neither developing their own solution, nor providing

uniform solutions across all brands.

Truth be told, if the OEMs are not the owners and providers of
technology, this may benefit dealers. OEMs will be in a weaker position
to demand image upgrades, CSI compliance, or the imposition of
stairstep incentives, because they do not control the most important
asset in its product — the technology. What Microsoft did with
software is instructive. It made personal computers a hunk of circuit
boards which were worthless without Microsoft products. It forced
manufacturers of PCs to engage in a race to the bottom, competing
on price alone.

Dealers are in a bind. They do not want to fight the last “war,”
investing money and the precious time of their employees in outmoded
technology that is quickly out of date, or worse, fails to provide the
promised solution. They also cannot wait to see who will provide the
best technology and then invest in a proven solution. Faced with this
choice, dealers will spend likely less, in unproven stopgap solutions.

Facing constant change, it is the only prudent choice. ®

Oren Tasini has over 25 years experience representing automotive retail
dealerships. He assists his clients in all aspects of their legal compliance,
with a particular focus on mergers and acquisitions. Oren will be
presenting at the Spring NADC meeting on the impact of technology on

automotive retailers.
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The last major tax reform legislation was passed in 1986. Since
then, the tax rules — Internal Revenue Code amendments, regulations,
procedural guidance, and court case law — have morphed into a
complex system for taxpaying dealers. The recently signed bill is a
significant modification to the existing system, and the consensus is
clear. Most businesses expect their income tax expense to decrease,
including dealerships.

Though there are many moving parts in the new tax law with the
potential to affect businesses and individuals to varying degrees, this
article highlights what we consider ten of the most significant changes

for dealerships.

1 - Individual tax rates and corporate tax rates

The final bill settled on keeping the same number of individual tax
brackets as in current existence, seven. However, the new tax law
reduces individual income tax rates to 10, 12, 22, 24, 32, 35, and 37%,
and raises the income levels subject to each tax rate. These rates apply
to tax years beginning after December 31, 2017 and beginning before
January 1, 2026, unless subsequently extended by future legislation.
On the corporate side, the current graduated tax rate was removed in
favor of a flat 21% rate for tax years beginning after December 31,
2017.

2 - Alternative minimum tax

The original goal was to completely repeal the alternative minimum
tax (AMT) for both individuals and corporations. Unfortunately, while
the final bill removed the proposed full repeal of AMT for individuals,
it replaced it with an increased exemption from $86,200 to $109,400,
and the phase out threshold increased from $164,100 to $1,000,000
for married filing join taxpayers. The exemption amount for single
taxpayers increased from $55,400 to $70,300, and the phase out
threshold increased from $123,500 to $500,000.

On the other hand, corporate AMT is fully repealed under the
final bill for tax years beginning after December 31, 2017, which
is beneficial to dealerships taxed as a C corporation. Any AMT tax
credit carryforwards will offset the taxpayer’s regular tax liability and

is refundable, within limits, starting in 2019.

3 - Pass-through income deduction
Aligning with a reduced corporate tax rate, Congress provided pass-

through entities with a deduction for a percentage of their taxable
g p g
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The Top 10 List of Provisions
Included in the 2017 Tax Reform

By Adam Neporadny, Dixon Hughes Goodman LLP

Feature Article

income. Starting in 2018, a deduction will be allowed for taxpayers
who have “qualified business income” (QBI) from a partnership, S
corporation, or sole proprietorship, subject to limitations. The 20%
deduction is limited to the lesser of: (1) 20% of their pass through
business income; or (2) the greater of: (a) 50% of the W-2 wages
paid in the qualified trade or business, or (b) the sum of 25% of W-2
wages, plus 2.5% of the unadjusted basis of all qualified property. This
deduction applies for tax years beginning after December 31, 2017
and beginning before January 1, 2026.

4 - Standard deduction, charitable contributions, and the Pease
limitation

Personal exemptions are removed in the bill in favor of a higher standard
deduction effective for tax years beginning after December 31, 2017
and beginning before January 1, 2026. The new standard deduction
amounts will be $24,000 for married filing joint or surviving spouse,
$18,000 for an unmarried individual with at least one qualifying child,
and $12,000 for single filers. Charitable contributions — which, under
old law, were limited to 50% of a taxpayer’s AGI — will now be limited
to 60% of AGI effective for tax years beginning after December 31,
2017 and beginning before January 1, 2026. The bill will also repeal
the current 80% deduction for certain contributions to universities

made in connection with athletic seating rights.

5 - State and local tax deduction

A very impactful change included in the final bill is the limiting of the
deduction available for sales, income, or property taxes paid to state or
local tax authority to $10,000 ($5,000 for a married taxpayer filing a
separate return) for tax years beginning after December 31, 2017 and
beginning before January 1, 2026. This limitation does not apply to
any of the aforementioned taxes paid or accrued in connection with
carrying on a trade or business.

The bill specifically includes a provision that disallows prepaying
state or local income tax for a taxable year beginning after December
31,2017. Any amount paid in a taxable year beginning before January
1, 2018 shall be treated as being paid on the last day of the tax year
for which the tax applies.

6 - Depreciation changes
The bill includes a provision that allows for 100% expensing through

bonus depreciation of certain business assets placed in service after
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September 27, 2017 through December 31, 2022. The amount of
bonus depreciation allowed is then phased down over four years as
follows starting: 80% in 2023, 60% in 2024, 40% in 2025, and 20%
in 2026. The requirement that the property be new was also removed
and replaced with a requirement that the property simply be new to
the taxpayer—an impactful distinction.

However, in order to preserve full deductibility of floorplan interest
expense, dealers received a trade-off. The ability to exclude floor plan
interest expense from the interest expense limitation (discussed below)
also means that qualified property for bonus depreciation purposes now
excludes any property used in a trade or business that had floor plan
financing indebtedness not subject to the interest expense deduction
limitation.

Nonetheless, the bill includes some additional changes that have
the potential to benefit many dealers. For example, Section 179
expensing limits will be increased to $1,000,000, with the phase out
threshold being increased to $2,500,000 with both thresholds subject
to inflation increases for tax years beginning after December 31, 2017.
Furthermore, the definition of qualified property is expanded to include
improvements to roofs, heating, ventilation, and air-conditioning
property, fire protection and alarm systems, and security systems made
to nonresidential real property if placed in service after the date such

real property was first placed in service.

7 - Interest expense deduction limitation

The bill also includes a provision that limits the deduction for interest
expense incurred by a trade or business to the sum of business interest
expense, interest income, 30% of the adjusted taxable income, and
the floor plan financing interest expense of a taxpayer for the year. For
tax years beginning before January 1, 2022, adjusted taxable income
will be computed without regard to depreciation, amortization, or
depletion expense. Adjusted taxable income is otherwise generally
defined as a taxpayer’s taxable income without regard to any income,
gain, deduction, or loss not properly allocable to the trade or business,
any business interest expense or business interest income, and any net
operating loss.

Real property trades or businesses, including rental property
activities that qualify as a trade or business, may elect out of the
interest deduction limitation if that trade or business uses the
alternative depreciation system, which generally results in longer,
slower depreciation deductions. Any interest not deductible for any
tax year shall be carried forward indefinitely, and treated as business

interest paid or accrued in the succeeding tax year.

8 - S corporation conversion to C corporation
Regarding the reduced corporate rates, Congress anticipated the

possibility of S corporations looking to convert to C corporations.

BROKERAGE SERVICES

The Nation’s Highest Volume

Dealership Brokerage Firm

NADA Booth #2395C

Come by to get acquainted and have a face behind the voice

for future dealings. One cannot have enough friends in our small
circle and we are here to help. - Moshe Stopnitzky, President

A History of Success
25 Years Experience ® 600+ Dealerships Sold ® 90% Closing Rate

We pledge to do it right, one client at a time.

California « Utah . Texas « Florida « New Jersey « Calgary « Ontario
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To simplify this conversion, an S corporation that qualifies as an
eligible terminated S corporation that pays distributions during the
post-termination period is treated as having paid such distributions
proportionately from any remaining S corporation accumulated
adjustment account and any accumulated earnings and profits of
the new C corporation. An eligible terminated S corporation is one
that revokes its S corporation election within two years of the bill’s
enactment date and has the same shareholders with identical ownership

percentages as of the date of the bill’s enactment.

9 - Like-kind exchanges
Under the new law, like-kind exchanges are limited to only exchanges
involving real property that is not primarily held for sale. This new
limitation applies to exchanges completed after December 31, 2017;
however, a transition rule allows like-kind exchange treatment for
any property disposed of in an exchange on or before December 31,
2017, or for any property received by a taxpayer in an exchange on
or before the same date. This exception generally allows for like-kind
exchanges already in process to still take advantage of the current like-
kind exchange rules.

For dealers, this means that like-kind exchanges involving franchise

rights are no longer available.

10 - Estate and gift taxes and generation-skipping transfer tax
The law doubles the base estate and gift tax unified credit exclusion to
$10 million, effective for decedents dying and gifts made after 2017
and before 2026. The bill also increases the GST exemption to $10
million. This effectively increases the inflation-adjusted exclusion and
exemption amounts to $11.2 million ($22.4 million for a married
couple) for 2018.

These increased exclusion and exemption amounts will provide
planning opportunities for dealers looking to transition their estate

in the coming years.

As there are far more elements to the tax reform than covered here,
dealers may consider familiarizing themselves with the finer details
of the changes. Looping in a trusted advisor and CPA is strongly
recommended to ensure dealers are prepared for the oncoming effects

— both favorable and complex — to their financial posture. ®

Adam Neporadny is a senior manager in the Birmingham office of Dixon
Hughes Goodman LLE He has more than 13 years of public accounting
experience with a primary focus in the firms national dealership practice.
He provides a variety of tax and accounting services to dealership clients,
including dealership tax compliance and planning services, and consulting

and management advisory services.

100% OWNERSHIP EQUALS
TRUE CONTROL.

Portfolio delivers to its clients
100% of the underwriting profits
and investment income from sell-
ing and delivering on the promises
of Vehicle Service Contracts and
any other F&l products that help
customers protect their vehicles.

Portfolio enables dealers to con-
trol their destiny - both as a deal-
ership owner, and as a human
being with personal goals. Like
taking care of their family's
future. Like creating a very
profitable asset outside
the dealership that no one
can take from them.

That's what we call control.
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DEALER BUILD
PERSONAL WEALTH.
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Building Wealth for America’s Auto Dealers

To learn more
www.PortfolioReinsurance.com
or contact Steve Burke, CEO
(877) 949-6200
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TRADITIONAL VALUES ‘ EXTRAORDINARY RESULTS

TAX, ATTEST & CONSULTING

ROSENFIELDANDCO.COM |

1.888.556.1154

With over 20 in the Automotive Industry,
we are more than your average accounting firm.
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President’s Message

Andy Weill
Weill ¢ Mazer
NADC President

Jim Collins famously wrote, “Good is the enemy of great.” What he
meant was that it can become tempting for an organization to become
satisfied with its level of achievement and become unwilling to take
the necessary steps to reach higher levels.

I have been mindful of Collins’s point as we have been planning
the April Conference along with the Planning Committee. Our
conferences are one of our strong points, generating positive feedback,
and are frequently cited as a primary member benefit. I remember
my first attendance at an NADC Conference, and being amazed at
the depth of knowledge, experience, and ability to effectively present
information. I thought I would only be interested in a couple of topics;
I found myself learning from every session, even in areas that did not
have any apparent relationship to my practice.

I still feel that way about the conferences. At the same time, I feel
the urge to hold up the old and comfortable ways for examination and
see if there is room for improvement.

The starting point has been the feedback generated from you, the
membership. Your comments and ideas matter. They are the first item
on the agenda when the Planning Committee meets. We consider your
points, especially when we see that several members raise similar issues.
You also give us excellent ideas about topics, formats, scheduling, and
much more. So, my first request is: keep doing it. For those of you who
must run out the door at the end of the conference, please do not wait
to the end; as an idea occurs to you, get it onto your feedback forms.
Those ideas are often most clearly seen, and expressed, when fresh.

Our second step depends on you as well. We review proposals for
presentations, and these come principally from members or member
referrals. Perhaps you are not someone who wants to present, but you
have heard a presentation at another venue that you think would be
suitable for our membership. Let us know! There are a few people
whom I have urged over the years to submit proposals, and it is very
satisfying when one of those ends up turning into a quality presentation
at our conference. While we have a wealth of excellent presenters who
have appeared many times, it is essential to get fresh perspectives and
different voices on the stage.

We also can use your input about presentation style. Are the panel
presentations too crowded? Would you prefer more interaction with
speakers? Are the slides effective? How valuable are materials to you
when you take them home? We are willing to examine all of this.

I salute the hard work this Planning Committee and NADC staff

have put into the Spring Conference process. And it is appropriate to

NADC DEFENDER

PLEASE NOTE: OUT OF OFFICE

Executive Director Erin Murphy is out on maternity leave through
April 2", Please contact Justine Coffey, Interim Executive Director,
at jcoffey@dealercounsel.com or 202-868-4423 in Erin’s absence.

note that we are standing on the shoulders of the excellent work of
prior Planning Committees, speakers, and the support team. In my
view, the best way to thank them is to continue to challenge ourselves
to look at all aspects of our conferences and to be willing to question
assumptions, be open to creative ideas, and make sure new voices get
heard along with the old.

Please keep those feedback forms coming. Email me or other Board
members with ideas or suggestions. Grab us for a few minutes at the
conferences and let us know right then and there what thoughts you
have. The Conferences are our most important product, and with all
your input, attention, and energy, we will be solidly on another path,

also encapsulated in a phrase by Collins: The Pursuit of Excellence. B
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Updated Member Contact Information

Please make sure to notify NADC Staff
(info@dealercounsel.com) if your contact
information has changed so that your
records can be updated accordingly.

We list updated contact information

Welcomes New Members

Full Member in The Defender so all members
can be aware of the change. F
Mark Walters N
Jackson Walker LLP .
. Updated Information:
Austin, TX . .
Christopher T. Koenig
Arent Fox LLP
Fellow Members Phone: 212-484-3900
Email: christopher.koenig@arentfox.com
Wade Kackstetter e
Manning, Leaver, Bruder, and Berberich, LLP Michael C. Rogers
Los Angeles, CA Balestreri, Potocki & Holmes ALC
Phone: 619 686-1930
Robert Reibold Email: mrogers@bph-law.com
Haynsworth Sinkler Boyd

Columbia, SC

Macy Stavinoha
Johnson, DeLuca, Kurisky & Gould, P.C.
Houston, TX

Unprecedented
Efficiency & Security

Welcome to the future — a vehicle market of artificial intelligence,
machine learning and predictive analytics. Don't you think it's
time for a intelligent market everyone can do business in?

dm.‘\o

dealer market exchange” Visit www.dmx.io or call 844.369.2001 today!

Innovating a one-world market for automotive:
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IN THE AUTOMOTIVE SERVICE INDUSTRY
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Dedicated to providing world-class service, w I t h u m

innovative solutions and industry expertise, AUDIT TAX ADVISORY

BROKERAGE SERVICES

specializing in dealership valuations, due
diligence and forensic/fraud services and

We pledge to do it right, one client at a time.
OVER 25 YEARS AND 600 SOLD

much more to the automotive industry.

BE IN APOSITION OF STRENGTH*"

949.4611372 +» www.performancebrokera

Bob Brown, CPA, Partner (732) 572 3900 withum.com

Delivering innovative financial
solutions to dealerships

More than 500 dealerships across the country rely on our dealer
services team to strategically solve complex business challenges,
and to meet their assurance, tax and operational needs.

Connect wlth us: =2

BAKER TILLY

Visit www.compli.com/nadc to take
our free dealership compliance
appraisal or call 1-866-294-5545. comp llf‘w

Consulting Services for Dealerships
pooee  and their Attorneys

ECONOMIC

Providing Automotive Litigation Support, Grou®
Valuations, and Mergers & Acquisitions Assistance
From a Unique Perspective

We are experts on:

ln, - Lost profits & damages
X - Valuation & transaction due diligence
- Market & sales performance analysis
- Add point & termination studies

For More Information Contact:

, Managing Partner
-.9-JO Ext jU or Iweiner@weinerllc.com
nut Ridge Rd, Suite 114

5, NJ 07645

www. weinerlle.com

Case studies and more information available at www.AndersonEconomicGroup.com

East Lansing | Chicago | Istanbul

CAPITAL AUTOMOTIVE

100% Real Estate Finance

Serving dealers forover18 years
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Gabe Robleto  Dan Garces Willie Beck lay Ferriero
CNA NAT’ONAL WP, Acquisitions VP, Acguisitions SWP, Director of Acquisitions  President& CEQ
703-394-1325 703-304-1313 703-394-1323 703-394-1319
WARRANTY CORPORATION
www.cnanational.com | 800.345.0191 www capitalautomative.com

Service
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DEALERS NEED HELP

Increasing fees and contracts have created a war of attrition.

Isn’t it time innovation and technology
was used to help dealers do business?

That's what we're here for.

844-363-2001 drxio

VISIT US ONLINE AT:
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New England’s Most Experienced Auto Dealership Broker

pe

Brokering Appraisals Litigation
Market Consolidation Solutions
We Are The Deal\Wizards

508-395-2500
gwmarketingservices.com

857-404-0226
gordon@gwmarketingservices.com

THE Industry leaders
PRESIDIO i
GROUP since 1997

Focus on your business.

Let Presidio help maximize the
value you have created and
monitize it for you.

Contact James Taylor: jtaylor@thepresidiogroup.com
(415) 449-2520 | www.thepresidiogroup.com

Member FINRA/SIPC

Presidio Merchant Partners, LLC

DHG dealerships

driving relationships forward

2,500+ 140+ 6 50

Of The Top 10 States With
Dealership Groups Dealership
Are DHG Clients Clients

Rooftops Dedicated
Served Dealership
Nationwide Professionals

877.DLR.CPAs | dealerships@dhglip.com
Assurance | Tax | Advisory | dhgllp.com/dealerships
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ADD PERSPECTIVE

Maximize your service to dealers with strong
financial experience and resources.
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@ CliftonLarsonAllen

»

CLAconnect.com/dealerships
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ADVISORY | OUTSOURCING | AUDIT AND TAX

©2016 CliftonLarsonAllen LLP

@CounselorLibrarycom, Le

ways we make your job easier...

iicARLAW® &
Spot

Visit us at www.counselorlibrary.com

@h Delivery
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Retail Warranty Reimbursement

$100,000 per store annually

3,000 dealers nationwide
x Industry's only
/\ R M /\T U S Turn-Key provider

D L T Exclusively endorsed by 12

State Dealer Associations
888-477-2228
info@dealeruplift.com | www.dealeruplift.com
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Integration that Powers Performance®

Find the solution for your automotive needs:

www.reyrey.com

._!' RICHARDS, WITT & CHARLES, LLP

CERTIFIED PUBLIC ACCOUNTANTS

Discover why so many successful automobile
dealers have pul their trust in us for over

From Auditing & Accounting Solutions to
Tax Planning & Compliance

100 Ring Road West, Garden City, New York 11530
www.autocpa.net/trust
info@autocpa.net 516.741.0515

ECONOMIC CONSULTING ¢ LITIGATION SUPPORT
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FONTANA

GROUP, INC. ———
WWW.FONTANAGROUP.COM

KERRIGAN ADVISORS

Dealerships Are Far Too Valuable
to be Sold Any Other Way

Erin Kerrigan

Ryan Kenigan | 242 202-2200

NADC Member Announcements

Do you have an announcement or accomplishment that

you would like to share with the NADC community?

Please send any news that you would like to share to:

jcoffey@dealercounsel.com.
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March 2018

April 2018

May 2018
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Contact:

Erin Murphy, emurphy@dealercounsel.com

NADC

1800 M Street, NW, Suite 400 South, Washington, DC 20036
Phone: 202-293-1454

Fax: 202-530-0659
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BE A CONTRIBUTOR!

We are always looking for submissions to

publish in the Defender. Please send your

Jami Farris, Editor
jamifarris@parkerpoe.com

Michael Charapp, Assistant Editor
mike.charapp@cwattorneys.com

Defender, The NADC Newsletter is published by the
National Association of Dealer Counsel
1800 M Street, NW, Suite 400 South, Washington, DC 20036
Phone: 202-293-1454 « Fax: 202-530-0659 * www.dedlercounsel.com

contributions or proposals for articles to:
Jamifarris@parkerpoe.com
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